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The following report covers the period from 1 January 2015 to 31 December 2015.

1.

Introduction

This report is made in accordance with the Capital Requirements Directive (“CRD”), which came
into effect on 1 January 2007. The directive introduced consistent capital adequacy requirements
for authorised credit institutions and investment firms across Europe. For UK firms, these rules
are laid out in the FCA Handbook. The relevant section of the handbook is the Prudential
Sourcebook for Banks, Building Societies and Investment Firms (“BIPRU”).
The capital adequacy framework as set out by the directive consists of three “pillars” as follows:
Pillar 1 – these are the minimum capital adequacy standards to which firms must adhere.
Pillar 2 – firms are required to undertake an internal capital adequacy assessment process
(“ICAAP”) in order to determine whether additional capital is required in relation to the risks the firm
faces.
Pillar 3 – these are the disclosure requirements required by all firms subject to the CRD. Blue
Mountain Capital Partners (London) LLP (the “LLP”) makes these disclosures on an annual
basis; however, the members of the LLP (the “Members”) will consider whether it may be
necessary to make more frequent publication where appropriate.

2.

Background to the Firm and Scope of the Directive

The LLP is a Limited Liability Partnership incorporated in England & Wales and is based in London,
United Kingdom. It provides investment advisory services to a single client, its parent entity
BlueMountain Capital Management, LLC (“BMCM”). Its principal activity is to provide investment
advisory services.
For the purposes of the prudential requirements for the period under review, the LLP is categorised
as a BIPRU firm. The LLP has permission to manage and provide advice on investments as well
as arranging and making deals in investments.
The information contained in this document has not been audited by the LLP’s external auditors
and does not constitute any form of financial statement and must not be relied upon in making
any judgment regarding the LLP.
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3.

Corporate Structure

The LLP is majority owned by its corporate member BMCM. The LLP is making this disclosure
on an individual basis and as such the disclosure does not apply to BMCM, any investment funds
managed by BMCM, or any of their affiliates, which are exposed to different risks.

4.

Capital Resources

During the period 1 January 2015 to 31 December 2015, the LLP complied with all of the FCA
capital requirements.

Pillar 1 Capital
As the LLP is a BIPRU firm, its capital requirement is the higher of:
a) the Base Capital Resources Requirement of €50k;
b) the sum of its Credit Risk Capital Requirement and Market Risk Capital Requirement;
or
c) the Fixed Overhead Requirement.
Credit Risk Capital Requirement
The Credit Risk Capital Requirement is the sum of:
a) credit risk capital component;
b) counterparty risk capital component; and
c) concentration risk capital component.
The LLP does not hold any trading book positions and, given the relationship with BMCM, is
deemed to not have a counterparty nor concentration risk capital component.
The LLP calculated its credit risk capital component as £948,813 based on its audited accounts as
at 31 December 2015.
Market Risk Capital Requirement
The LLP does not hold any principal positions or any assets for clients. It holds receivable
cash positions and potentially other miscellaneous assets denominated in foreign currencies on its
balance sheet. The LLP calculated its Market Risk Capital Requirement as £6,255 based on its
audited accounts as at 31 December 2015.
Fixed Overhead Requirement
The LLP’s Fixed Overhead Requirement is calculated in accordance with GENPRU 2.1.53 to
GENPRU 2.1.59. This requirement is £2,916,668 based on its audited accounts for the year
ended 31 December 2015.
Pillar 1 Requirement
The FCA Pillar 1 requirement is £2,916,668 representing the Fixed Overhead Requirement which
is higher than the Base Capital Resources Requirement and the Credit plus Market Risk Capital
Requirement.
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The table below shows the breakdown of the LLP’s total available capital as at 31 December
2015.
£ as at 31 December 2015
Tier One Capital

8,858,595

Deductions from Tier One Capital

-

Tier Two Capital

-

Deductions from Tier Two Capital

-

Total Tier One and Tier Two Capital

8,858,595

Deductions from Tier One and Tier Two Capital

-

Tier Three Capital

-

Deductions from Tier Three Capital

-

Total Capital Resources

8,858,595

Capital Resource Requirement

2,916,668

Percentage of Capital Resources Against Requirement

303.72%

Total Capital Excess

5,941,927

Pillar 2 – ICAAP
Under Pillar 2 of the FCA’s capital requirements, the LLP has undertaken an assessment of the
adequacy of capital based on all risks to which it is exposed. This was assessed in its ICAAP.
As part of the ICAAP, the LLP considered risks to capital as well as an assessment of costs to
wind down the business. The LLP’s total Pillar 2 requirement is currently, and expected to be for
the foreseeable future, the sum of the Pillar 1 requirement, wind down calculation of £942,851 and
the probability adjusted cost associated with the risk of an unforeseen regulatory breach of
£30,000. The total ICAAP capital requirement at 31 December 2015 therefore totaled £3,889,519.
The ICAAP is reviewed at least annually, but the Members will consider whether it may be
appropriate to make more frequent assessments where appropriate.
This analysis concluded that the LLP has adequate capital to withstand unexpected losses arising
from the risks identified.
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5.

Capital Adequacy - Compliance with BIPRU Rules

For the purposes of the prudential requirements the LLP is a BIPRU firm.
BIPRU 3 – Standardised Credit Risk
The LLP has adopted the simplified approach to credit risk calculations and calculates 8% of the
risk weighted exposure amounts.
BIPRU 6 - Operational Risk
The Operational Risk Capital Requirement is not applicable to the LLP under Pillar 1 as it is a
Limited Licence firm. However, the LLP does have operational risks which have been considered
as part of its Pillar 2 assessment.
BIPRU 7 – Market Risk
The LLP is subject to market risk in the form of foreign exchange risk on its amounts receivable,
cash balances and any other assets denominated in foreign currencies. Its market risk capital
requirement is calculated as 8% of these assets.
BIPRU 10 – Concentration Risk
The LLP does not have a trading book and, given consideration to the relationship with BMCM, is
not required to calculate a concentration risk capital component.
6.

Risk Measurement and Management

The Members determine its business strategy and risk appetite. They are also responsible for
establishing and maintaining the firm’s governance arrangements along with the design and
implementation of a risk management framework that recognises and mitigates the risks that the
business faces.
The Members manage the LLP’s business risks through a framework of policy and procedures
having regard to relevant laws, standards, principles and rules (including FCA principles and rules)
with the aim of operating a defined and transparent risk management framework. These policies
and procedures are updated as required.
The Members have identified that the following risks are the main areas of risk to which the LLP
is exposed:
Operational Risk
Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes,
people and systems or from external events. The LLP seeks to minimize operational risk through
an internal control framework. The most significant operational risks facing the LLP are risk
associated with the recruitment and retention of quality personnel, risk of a catastrophic systems
failure, and breaches of legal and regulatory obligations leading to fines.
Concentration Risk
The LLP has considered the possibility of losing its only customer, BMCM. If such a risk were to
materialise, the LLP would go into orderly wind down, a process which we consider would be the
current level of capital held and is contemplated as part of the ICAAP. Furthermore, as the LLP is
BMCM’s subsidiary, it would expect to be notified at least 90 days in advance of any such termination
plans.
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Business Risk
Business risk is defined as the risk of loss arising from the LLP’s business and operations and
may result from internal sources such as generating poor investment advice or external sources
such as changes to the economic environment. The most significant business risk facing the LLP
is poor performance of investment funds sponsored by BMCM, the LLP’s sole client, leading to
investor redemptions.
Credit Risk
The LLP follows the simplified standard approach to credit risk. The LLP has a single client, BMCM.
Due to the control relationship with BMCM, we do not consider this credit risk to be material for
purposes of this disclosure.
Market Risk
The LLP is subject to market risk in the form of foreign exchange risk on amounts receivable, cash
balances and other assets denominated in foreign currencies.
Liquidity Risk
Liquidity risk is defined as the inability to meet financial obligations as they become due. The LLP
maintains robust processes designed to ensure sufficient surplus cash to meet its working capital
requirements and other regular obligations.
The LLP is subject to the wind down analysis and is not required to calculate an operational risk
capital charge.
As of 31 December 2015, the LLP’s capital resources for regulatory purposes were as follows:
£’000
Eligible LLP capital
Members reserves
Total capital resources

7.

1,167
7,692
8,859

Remuneration Disclosures

The aim of the Remuneration Code (the “Code”) is to ensure that firms have risk-focused
remuneration policies, which are consistent with and promote effective risk management and do
not expose them to excessive risk.
The remuneration policy of the LLP is managed and reviewed by the Members. The
remuneration policy takes into account the long-term interests of the firm’s stakeholders and
these are its clients, counterparties and Members.
Salaries are reviewed annually by the Members, bearing in mind current and future projections for
profitability and regulatory capital management, business planning, risk management and
individual performance. These criteria are managed via a Code compliant framework of
remuneration policies and procedures.
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In addition to fixed remuneration the LLP operates a bonus scheme determined in part according
to and paid from net profits. Certain performance criteria are taken into account in determining
performance related remuneration and include, among others, individual performance, business
unit performance, firm-wide performance, risk management skills, adherence to investment
processes and areas of risk highlighted by compliance, human resources and risk personnel
including trade losses, complaints and disciplinary action against individuals. As a further check
on performance related remuneration, the LLP operates its own policy of deferral independently
of the requirements of the Code.
The below tables disclose a breakdown of remuneration for the Code staff as defined in Senior
Management Arrangements, Systems and Controls Sourcebook (SYSC) 19A.3.4R of the FCA
handbook.
Breakdown of Remuneration Staff in Respect of whom Disclosure is Required by
Business Area
Remuneration Paid
Deferred
Compensation
During the Year
Awarded in the Year
Ended 31 Dec 2015
£
Ended 31 Dec 2015
£
Investment Management
9,486,140
1,787,527

Aggregate Quantitative Information on Remuneration, Broken Down by Senior
Management and Members of Staff whose Actions Have a Material Impact on the Risk
Profile of the Firm
Senior Management
£

Other Members of
Staff
£

Totals
£

548,119

715,000

1,263,119

Variable Remuneration

5,426,766

2,796,255

8,223,021

Total Remuneration
Paid

5,974,885

3,511,255

9,486,140

Deferred Compensation
Awarded

1,214,947

572,580

1,787,527

5

5

10

Fixed Remuneration

Number of Staff

The amount of deferred compensation actually paid is likely to be either more or less than the
stated amount, both because deferred compensation is tied to benchmarks, including the
performance of an investment fund sponsored by BMCM, that are likely to fluctuate and because
employees / secondees may forfeit deferred compensation if they leave the LLP.
The figures stated in this disclosure are exclusive of tuition reimbursement (including tax grossups on such reimbursements), profit distributions to which Members are entitled by virtue of their
ownership interests, proceeds from the sale of interests in the LLP and affiliated entities, housing
allowances, and certain other special payments which do not fall within the Code’s definition of
remuneration.

-6-

