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INTRODUCTION 

This policy has been written to enable MK to recognise conflicts of interest, set up relevant procedures and 

systems and to ensure compliance to these rules by constant monitoring and maintenance. All MK 

employees   are to strictly abide by laws and refrain from any activity prohibited under:  

i) Financial Services and Markets Act 2000 

ii) Markets in Financial Instruments Directive (“MiFID”) 

iii) Financial Conduct Authority (“FCA”) Handbook  Principles for Business (PRIN 2.1.1.8) 

iv) FCA Handbook SYSC 10 

MK has a regulatory obligation to identify, manage, record, and disclose (where relevant) actual or potential 

conflicts of interest between themselves and their clients and between one client and another, and to 

establish, implement and maintain an effective conflicts of interest policy. 

The Conflicts of Interest Policy (the “Policy”) must be set out in writing and be appropriate to the size and 

organisation of the firm and the nature, scale and complexity of its business. In addition, where a firm is a 

member of a group, the policy must take into account any circumstances, of which the firm is or should be 

aware, which may give rise to a conflict of interest arising as a result of the structure and business activities 

of other members of the group. 

This Policy is not intended to, and does not, create third party rights or duties that would not otherwise exist 

had the policy not been made available, nor does it form part of an agreement between MK and the client. 

 

SCOPE 

MK is required to take reasonable steps to identify and adequately manage conflict of interests entailing a 

material risk of damage to a client’s interest. The Policy specifies the requirement for MK, to have in place 

appropriate procedures and measures in order to identify and manage any such material conflict of 

interest. 

In addition, we must comply with the following FCA Principles: 

i) FCA Principle 1 requires a firm to conduct its business with integrity. 

ii) FCA Principle 3 requires us to take reasonable care to organise and control our affairs responsibly 

and effectively. 

iii) FCA Principle 6 requires us to pay due regard to the interests of our customers and treat them 

fairly. 

iv) FCA Principle 8 requires us to manage conflicts of interest fairly, both between ourselves and our 

customers, and between one customer and another client. 

The requirements in SYSC 10 are principles-based and reflect the expectation that MK’s senior 

https://fshandbook.info/FS/html/FCA/PRIN/2/1
https://fshandbook.info/FS/html/FCA/PRIN/2/1
https://fshandbook.info/FS/html/FCA/PRIN/2/1
https://fshandbook.info/FS/html/FCA/PRIN/2/1
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management are responsible for overseeing and controlling this aspect of firms’ affairs. 

Under SYSC 10, firms should do the following: 

• identify their conflicts of interest; 

• manage their conflicts of interest; 

• establish and maintain a conflicts policy; 

• disclose their conflicts of interest (where appropriate); 

• keep records of their conflicts of interest.

 

SCALE AND COMPLEXITY 

MK is a small-sized firm which acts on a ‘matched principal’ basis. In the matched principal model, the broker 

facilitates its clients in anonymous trading activity in cash products by taking part in a matched transaction as 

principal.  

Each MK department has an individual employee providing services in accordance with the standards set by the 

FCA Handbook.  

Due to the small size of the firm, the management team and Board of Directors are in very close surveillance of 

the operations, which acts as a variable to ensure a good code of conduct.  

 

IDENTIFICATION OF CONFLICTS OF INTEREST  

It is important at the outset to define and understand what a conflict of interest is in this context. 

A conflict of interest may arise in any area of MK’s business in the course of providing its clients with a service 

where MK (or another client for whom MK is acting) benefits whilst potentially and materially damaging 

(financially or otherwise) another client to which MK also owes a duty of fair treatment. 

MK must take reasonable steps to identify conflicts of interest between: 

i) MK (including its managers and employees, affiliates, or other relevant persons, as well as any person 

directly or indirectly linked to them by control) and its clients; or 

ii) one client and another that arise, or may arise, in the course of providing investment or ancillary service 

or combinations thereof. 

For the purpose of identifying the types of conflict of interest that arise, or may arise, in the course of providing 

investment or ancillary services or a combination thereof and whose existence may damage the interests of a 

client, MK takes into account, as a minimum, whether MK or a relevant person, or a person directly or indirectly 

linked by control of the firm: 

i) is likely to make a financial gain, or avoid a financial loss, at the expense of the Client; 
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ii) has an interest in the outcome of a service provided to the Client, which is distinct from the Client's 

interest in that outcome; 

iii) has a financial or other incentive to favour the interest of another client or group of clients over the 

interests of the Client; 

iv) carries on the same business as the Client; or 

v) receives or will receive from another person other than the Client an inducement in relation to a service 

provided to the client, in the form of monies, goods, or services, other than the standard commission or 

fee for that service. 

Furthermore, MK is an affiliate of the following companies by means of common shareholders: 

i) Meritkapital Limited - investment firm regulated by the Cyprus Securities and Exchange Commission 

(#077/06, Cyprus), www.meritkapital.com (“MK CY”); 

ii) Meritservus Secretaries Limited  - company specialized in international tax and trust structures, mergers 

and acquisitions as well as fiduciary and administration services, www.meritservus.com (“MS”);  and  

iii) DI Ross & Co. Limited a firm of Chartered Certified Accountants and registered Chartered Tax Advisers, 

www.di-ross.com (“DI Ross”). 

The relationships with MK CY, MS and DI Ross are taken into consideration when identifying and managing actual 

and potential conflicts of interest. 

When assessing conflicts of interests, MK must consider not just its own conflicts but also conflicts which arise 

between: (i) relevant persons, or (ii) a person directly or indirectly linked by control to MK, and the duty MK owes 

to its clients. 

 

EXAMPLES OF CONFLICTS 

The following is a non-exhaustive list of examples of situations where a conflict of interest may arise: 

i) Where one of the employees of MK engages in personal account dealing in respect of securities and MK 

has a client with an interest that potentially conflicts with such dealing; 

ii) Where two customers give similar orders and one customer agrees to pay more commission, priority or 

better execution terms are granted to that customer’s order when it conflicts with obligations owed to 

the other customer 

iii) Where one part of MK is used by another part of the same or affiliated institution which owes fiduciary 

obligations; and 

iv) Where gifts and inducements are received that may influence behaviour in a way that conflicts with the 

interests of the clients of MK. 

 

MANAGING CONFLICTS OF INTEREST 

Where a conflict of interest has been identified, MK follows certain procedures and measures in order to ensure 

that the firm satisfies the requisite degree of independence. These procedures and measures include the 

http://www.meritkapital.com/
http://www.meritservus.com/
http://www.di-ross.com/
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following: 

i) EXCHANGE OF INFORMATION - procedures to prevent or control the exchange of information 

between relevant persons engaged in activities involving a risk of a conflict of interest where the 

exchange of that information may harm the interests of one or more clients; 

ii) REMUNERATION - MK ensures that the remuneration of staff in control functions and senior officers 

is independent from the business units they oversee, have appropriate authority and be remunerated 

according to the achievement of the objectives linked to their functions, independent of the 

performance of the business areas they control. Where remuneration is performance related, the 

total amount of remuneration shall be based on a combination of the assessment of the performance 

of the employee and of the business unit concerned and of the overall results of the investment firm 

and when assessing individual performance, financial and non-financial criteria are taken into 

account. 

iii) PERSONAL ACCOUNT DEALING - all members of the firm, regardless of their position within MK are 

obliged to disclose personal accounts and trading details associated to those accounts. Staff may not 

deal the same way for personal account as a customer order or potential order before it is executed 

or where a customer’s interest could be adversely affected. All staff is regularly reminded of the 

Personal Account Dealing rules through general all staff emails. 

iv) TRAINING AND COMPETENCY - MK ensures that in its dealings with customers its members and staff 

must use the highest standard of integrity in their actions at all times. MK ensures that all relevant 

staff is familiar with and observe, inter alia, the FCA Principles for Businesses and the Statements of 

Principle and Code of Practice for Approved Persons and that they have the Skills, Knowledge and 

Expertise to discharge their function as per the FCA’s Competent Employee Rule. 

v) INDUCEMENTS - employees are strictly prohibited from accepting gifts, entertainment and 

inducements from any person which might benefit one client at the expense of another.  

vi) BEST EXECUTION - MK has a best execution agreement with all its Professional Clients which sets out 

to ensure best possible results for its clients. In order to ensure a fair and orderly dealing environment 

within the market, MK further ensures that its staff comply with the revised Code of Market Conduct 

reflecting the provisions of the Market Abuse Directive, as well as the relevant FCA Rules, which aim 

to prevent insider trading, the misuse of information and market manipulation. 

vii) SEGREGATION OF SUPERVISION AND FUNCTION - SYSC requires that senior management segregate 

duties to provide for the avoidance of potential conflicts of interest. However, it should be noted that 

in smaller companies, such as MK, it is not always possible to achieve total segregation due to the 

limited number of staff within an organisation of this size. While the principles have been considered 

when devising suitable controls these are subject to modification to take account of the staff numbers 

performing such tasks and any cross-contamination of tasks. 

viii) CORPORATE AFFILIATES - In order to prevent the disclosure of confidential information and possible 

conflicts of interest arising, Chinese walls are employed and each of MK, MK CY, MS and DI Ross 

operate from separate offices. Access to the respective offices is restricted to employees, who must 

use a swipe card to gain entry. In its interactions with affiliated companies, MK employees are 

required to abide by the rules and regulations set out in the employee code of conduct policy. 

ix) ALTERNATIVE MEASURES - Where the abovementioned procedures are not able to ensure the 
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requisite degree of independence, MK will adopt additional alternative measures as deemed 

necessary and appropriate under the circumstances. In addition, a record will be made. 

 

If MK believes that it cannot manage a particular conflict of interest situation effectively then it might decline to 

do business or act in the clients behalf. Communications and warnings sent to customers regarding existing and 

potential conflict of interests and their probable effects. 

An in-house Compliance Department and to monitor and report on the above to MK's Board of Directors was 

established, as well as an Internal Auditor appointed to ensure that appropriate systems and controls are 

maintained and report to MK's Board of Directors.  

 

DISCLOSURE 

Where the organisational and administrative arrangements established and implemented by MK are not sufficient 

to ensure, with reasonable confidence, that the risk of damage to the interests of a client will be prevented, MK 

will clearly disclose the general nature and source of the conflict(s) of interest to the client before undertaking 

business on its behalf. 

A disclosure should include sufficient detail about the conflict to enable the client to make an informed decision 

with respect to the investment or ancillary service in the context of which the conflict of interest arises. 

In the event that a conflict of interest emerges between clients, MK will not disclose the details of a client to 

another client in order to prevent a breach of confidentiality. Where MK is of the opinion that a conflict cannot be 

managed in light of the arrangements currently implemented or by the introduction of new measures, MK will 

refuse to act on behalf of the client. 

 

RECORD KEEPING 

MK must keep and regularly update a record of the kinds of investment or ancillary service or investment activity 

carried out on behalf of the firm in which a conflict of interest entailing a material risk of damage to the interests 

of one or more clients has arisen or, in the case of an ongoing service or activity, may arise. 

The potential or materialized conflict will be reported to MK's General Manager and MK's Compliance Officer. The 

Compliance Officer is responsible for keeping records of conflicts of interest in strict accordance with legal and 

regulatory requirements. 

 

REVIEW 

This policy and procedure shall be reviewed annually to ensure MK’s adherence to prevailing regulatory and 

statutory, and market standards. 

 

[END] 


