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1. Glossary of Terms 

  

AFS Available for Sale 

BIS Bank for International Settlements 

Board Board of Peel Hunt LLP 

CCR Counterparty Credit Risk 

CEO Chief Executive Officer 

CET1 Core Equity Tier 1 

CFOO Chief Financial & Operating Officer 

CRD IV Capital Requirements Directive, Directive 2013/36/EU 

CRR Capital Requirements Regulations, Regulation (EU) No 575/2013 

DVP Delivery Versus Payment 

EBA European Banking Authority 

Employee Employee of Peel Hunt LLP  

EU European Union 

EWRMF Enterprise-Wide Risk Management Framework 

FCA Financial Conduct Authority 

Firm Peel Hunt LLP 

FRN Firm Reference Number 

FOP Free Of Payment 

FSMA Financial Services and Markets Act 2000 

HR Human Resources  

ICAAP Internal Capital Adequacy Assessment Process 

IFPRU Prudential Sourcebook for Investment Firms 

ILAA Individual Liquidity Adequacy Assessment 

LLP Limited Liability Partnership 

Material Business 

Unit 

A business unit that has had internal capital distributed to it representing at least 

2% of the internal capital of the Group 

Member Member, both designated and non-designated, of Peel Hunt LLP  

NE Non-Executive 

Peel Hunt Peel Hunt LLP 

The Group Peel Hunt Group of entities whose ultimate parent is Peel Hunt Partnership 

Group Limited  

PHPL Peel Hunt Partnership Limited 

Reporting Date The reporting date is 31st March 2021 

RTS 604/2014 Commission Delegated Regulation (EU) No 604/2014 

SYSC 19A The Remuneration Code 
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2. Introduction 

 Background 

On the 1st of January 2014, CRD IV came into effect.  CRD IV is the EU implementation of the 

Basel III framework agreed by the Basel Committee on Banking Supervision.  The Basel III 

framework is a package of reforms to strengthen the capital and liquidity rules of the financial 

sector. The Basel III framework consists of three pillars: 

Pillar 1 The first pillar defines a minimum required level of regulatory capital a firm must hold 

against credit risk, market risk and operational risk. 

Pillar 2 The second pillar requires a firm and its supervisors to assess the need to hold capital 

against risks not covered by the first pillar. 

Pillar 3 The third pillar outlines disclosure requirements about a firm’s capital, risks and risk 

management processes. 

 Scope of Application  

Macsco 22 Limited (renamed Peel Hunt Partnership Group Limited in September 2021), as the 

EEA ultimate parent of the Regulatory Consolidation Group (the “Group”) meets the definition 

of a financial holding company of a UK consolidated group and therefore these disclosures are 

prepared on a consolidated basis in accordance with Part Eight (Articles 431 to 455) of the CRR, 

Article 492 of the CRR and Articles 89 and 90 of CRD IV. 

As at the reporting date the Group contained two regulated entities: 

 Peel Hunt LLP (the “Firm” or “Peel Hunt LLP”), which comprises substantially all of 

the risks and exposures of the Group. The Firm is a full-scope IFPRU 730K investment 

firm (FRN 530083), authorised and regulated in the UK by the FCA. 

 

 Peel Hunt Inc, which is a US broker dealer, regulated by FINRA. 

 Disclosure Policy  

This document sets out the Pillar 3 disclosures of the Group, as at 31st March 2021 (the 

“Reporting Date”) in line with the last set of published financial statements. 

Figures used for regulatory reporting purposes may differ from accounting information presented 

in the audited financial statements.  A balance sheet reconciliation in accordance with Article 

437(1)(a) of the CRR is provided in Annex 1. 
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The Group’s Pillar 3 Disclosure Policy, which meets the requirements of the CRR, is set out 

below. 

 Frequency and means of disclosure 

The Pillar 3 disclosures are published on an annual basis, via Peel Hunt LLP’s external 

website (http://www.peelhunt.com).  The frequency of disclosure will be assessed 

should there be a material change in the nature or scale of the Group’s activities. 

 Verification  

These Pillar 3 disclosures have been approved by the Group Board and are not subject 

to audit, except where they are prepared under accounting requirements for 

publication in the financial statements. 

 Consolidation basis 

The subsidiaries of the Group are fully consolidated on an accounting basis. There are 

no current or foreseen material practical or legal impediments to the prompt transfer 

of own funds or repayment of liabilities among the parent undertaking and its 

subsidiaries. The Group does not make use of the reporting provisions laid down in 

Articles 7 and 9 of the CRR.  

 

3. Governance 

The following detail reflects the operation of the governance structure as at 31st March 2021. 

Subsequent to 29th September 2021, the Group’s ultimate parent was admitted to trading on AIM 

and the governance structure of the Group was revised. 

The Group operated its governance structure through the Macsco 22 Limited Board (the “Group 

Board”) (renamed Peel Hunt Partnership Group Limited Board in September 2021), the Peel Hunt 

Holdings Limited Board (renamed Peel Hunt Partnership Limited Board in September 2021), the 

Peel Hunt Inc. Board and the Peel Hunt LLP Board (the “Board”), as detailed below. The Group 

is committed to the principles of good corporate governance. 

 Macsco 22 Limited Board 

During the financial year ended 31st March 2021, the Macsco 22 Limited Board was responsible 

for setting the overall strategy and vision. It ensured that Senior Management were held 

accountable and executed the business plan and overall strategic direction as delegated to Peel 

Hunt LLP.  The LLP operated in accordance with the foregoing, to monitor the overall 

performance of its subsidiaries and to discuss matters specifically reserved for its decision, such 

as investment or divestment opportunities and any other matters of significance to the Group.  

Under its terms of reference, the Macsco 22 Limited Board was required to meet a minimum of 

six times during the financial year to 31st March 2021. 

http://www.peelhunt.com/
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 Peel Hunt Holdings Limited Board 

During the financial year ended 31st March 2021, the Peel Hunt Holdings Limited Board was 

required to meet at least two times, and was chaired by a Non-Executive. The Peel Hunt 

Holdings Limited Board was responsible for monitoring the performance of the LLP in its 

capacity as the corporate Member of the LLP. During the year under review the Peel Hunt 

Holdings Limited Board comprised six Directors. 

 Peel Hunt Inc. Board 

During the financial year ended 31st March 2021, the Peel Hunt Inc. Board was required to meet 

on a quarterly basis. The Peel Hunt Inc. Board was responsible for providing oversight and 

management of the profitable development of the business of Peel Hunt Inc. 

Peel Hunt Inc. was transferred out of the UK Regulatory Group in November 2021.   

 Peel Hunt LLP Board 

During the financial year ended 31st March 2021, the Peel Hunt LLP Board was required to meet 

on alternate months, and was chaired by a Non-Executive. The LLP Board was responsible for 

providing oversight and management of the profitable development of Peel Hunt LLP, in line 

with current strategic plans and objectives. The Board was also responsible for managing the risks 

and setting the tone and influence of culture and conduct within Peel Hunt LLP.  

The Board received regular risk management reports submitted via the Risk Committee. The 

reports provided an assessment of the Group’s capital resources, risk exposures and total capital 

ratio.    

As at the year end, the Board comprised two Designated Members, four independent Non-

Executives (two independent Non-Executives retired on 31 March 2021) and two other Non-

Executives. There are a series of board-level committees that report directly to the Board.  

Further details on these committees can be found in the Annual Report and Financial Statements 

of Peel Hunt LLP for the year ended 31 March 2021. 

 Peel Hunt LLP Board-level Committees  

The following committees report directly to the Board: 

 Executive Committee 

During the financial year to 31st March 2021, the Executive Committee was required to meet 

on a monthly basis and was chaired by the Chief Executive. The Board delegated authority 

to the Committee to implement the approved business strategy within the Group’s risk 

appetite, to deal with day to day operational matters, to review performance against the 

business plan and to manage the core activities of the Group.  At the year ended 31st March 

2021, the Executive Committee comprised six members, including the two Designated 

Members of the Peel Hunt LLP. The Executive Committee delegated certain day to day 
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responsibilities to the Management Committee, comprised of senior managers within Peel 

Hunt LLP. 

 Remuneration Committee 

See section 10.1. 

 Risk Committee 

During the financial year ended 31st March 2021, the Risk Committee was required to meet 

at least four times and was chaired by an independent Non-Executive.  The Board delegated 

authority to the Committee to identify, measure, monitor and manage all risks within Peel 

Hunt LLP through the use of a suitable risk management framework (including stress tests). 

The Committee was also responsible for reporting on key risks to the Board. During the year 

under review, the Risk Committee comprised four independent Non-Executive, and one 

other Non-Executive.  The Head of Risk and Compliance, the Chief Technology Officer and 

the Chief Financial and Operating Officer and another Non-Executive were invited to attend 

meetings of the Risk Committee.    

 Audit Committee 

During the financial year ended 31st March 2021, the Audit Committee was required to meet 

on a quarterly basis and was chaired by an independent Non-Executive. The Board delegated 

responsibility to the Committee to independently review the effectiveness of the internal 

control framework and to ensure that the Group applies accurate financial reporting and sound 

internal control principles, in line with the rules and guidelines set by the Financial Conduct 

Authority. Both internal and external auditors were also invited to attend the Audit 

Committee. During the year under review, the Audit Committee comprised four independent 

Non-Executives and two other Non-Executives.  

 Number of Directorships held by Members of the Group Board 

The Group Board consisted of a number of directors. Directorships held within the same group 

are counted as a single directorship and those in non-commercial organisations are excluded.  

The total number of additional executive directorships held by members of the Board ranged 

between zero and four. The number of additional non-executive positions held by members of 

the Board ranged between  zero and one.  

 Adequacy of Risk Management Arrangements 

As at the reporting date, the Group Board considered that it had in place adequate and 

appropriate systems and controls with regard to the Group‘s strategy and that the Group is 

properly resourced and skilled, to avoid or minimise loss. 

 Recruitment and Diversity 

Equality and diversity are taken into account as part of the recruitment and retention process 

when considering future recruitment requirements of the Group. Board and Committee 
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membership is considered with reference to a range of criteria, including relevant knowledge, 

skills and experience.  

The Group has established two oversight committees – Diversity & Inclusion Committee and 

Community & Sustainability Committee – that report to the Executive Committee of the Group. 

In addition to these, the Investment Banking division of the Group has established an ESG 

Committee to advise clients on best practice in this area. The Group is also a member of the Heart 

of the City network, a Charity programme established by the Corporation of London promoting 

responsible business, and is a corporate partner with Women on Boards. 

 

4. Risk Management 

 Risk Management Overview 

The Risk Management function of Peel Hunt, which also covers Peel Hunt Inc.:  

 monitors the Group’s risk profile against the approved risk appetite;  

 has responsibility for the maintenance and implementation of the Enterprise-Wide Risk 

Management Framework  and associated standards and policies;  

 monitors adherence to risk limits;  

 produces risk reports;  

 independently (supported by Finance, also in the second line) verifies valuations and risk 

measurements;  

 sets the agenda for and provides challenge at the firm’s Risk Management Forum; and  

 provides updates to the Risk Committee and to the Board on the risks facing the Group.  

The main governance forums for risk and control issues are the Risk Committee, the Audit 

Committee and the Risk Management Forum (‘RMF’). The RMF meets on a monthly basis and 

reports into the Risk Committee. The main purpose of the RMF is to confirm that the business is 

operating in line with the agreed risk tolerance and risk limits, provide executive review and 

discussion of documents to be reviewed by the Risk Committee and to discuss any operational 

or risk issues before these are reported to the Risk Committee. The RMF has certain specified 

delegated authority from the Board’s Risk Committee.  

The New Business Request (‘NBR’) Committee reports into the RMF. The main purpose of the 

Committee is to approve (or reject) and oversee the controlled implementation of all new business 

activity, with appropriate escalation to the Risk Committee, the Executive Committee (‘ExCo’) 

and the Board. 

 Risk Management Framework 

A formal Risk Appetite Statement (RAS) has been composed by the Board. The RAS describes 

the risk appetite of the firm through qualitative and quantitative statements, and approved by the 

LLP Board to confirm that the business model remains consistent with risk appetite. A key 
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element of the firm’s approach to risk management is that the first layer of responsibility for 

oversight of risk within each business line and support functions (the ‘first line of defence’) who 

report exceptions to risk oversight committees, which in turn report to the LLP Board. 

The RAS forms part of a robust Enterprise-Wide Risk Management Framework, monitored and 

supported by Risk Management (the ‘second line of defence’). This framework includes regular 

reporting of the main sources of risk and addresses specific concerns with senior management. 

The first line of defence, together with Risk Management oversee all risk-taking activities, 

monitor limits and produce risk reports. In addition to the duties undertaken to achieve the 

objectives outlined above, Risk Management is responsible for assisting internal and external 

auditors (the ‘third line of defence’) and overseeing training to staff regarding risk management 

standards and the firm’s risk appetite.  

The Risk Register lists all the key risks to which the firm is exposed and records both the inherent 

and residual risk assessments, taking into account the effectiveness of the design and operation of 

mitigating controls. The Risk Register is presented annually to, and reviewed by, the Risk 

Committee, to ensure that risks are being identified and managed appropriately and that any 

management actions arising therefrom are being completed on a timely basis.  

The risk management framework the business operates is promulgated and applied through the 

risk management policies. Both the policies and the risk limits are reviewed and approved at least 

annually by the LLP Board.  

The diagram below shows the key objectives and elements of the framework, the accountability 

of all members of the executive and leadership of the Firm as defined by Senior Management and 

the Board and the high-level outputs from each element of the framework. 

 



Pillar 3 Disclosures 2021 

Page 10 of 34 

 Risk Management Department 

The Risk Management department provides oversight and assurance that first line department’s 

management of risk is effective and exposures remain within risk appetite. This includes 

maintenance of key risk management policies, which describe the roles and responsibilities in 

relation to the risk identification, assessment, management, monitoring and reporting of these 

risks. It is also responsible for the challenge and review of risk assessments including assessments 

conducted by the first line and for the aggregated reporting and escalation of risk issues to the 

Risk Committee and Board.   

 Three Lines of Defence 

Peel Hunt LLP has adopted the 'three lines of defence' model in embedding the EWRMF across 

the organisation.  The model distinguishes between functions that own and manage risks, 

functions overseeing risks, and functions providing independent assurance. 

First - The first line of defence comprises front office staff, business management and operational 

management, who own the risks and controls and have responsibility and accountability for 

identifying, assessing, managing, monitoring and reporting risks within their sphere of 

responsibility. 

Second - The second line of defence comprises the Risk Management and Compliance functions, 

who review, challenge and monitor the implementation of effective risk management practices 

by the first line. It also independently provides reporting and escalation of risk issues throughout 

Peel Hunt LLP. 

Third - The third line of defence, Internal Audit, through a risk-based approach, provides 

assurance to Peel Hunt LLP’s senior management and the Audit Committee, on how effectively 

Peel Hunt assesses and manages its risks, including the manner in which the first and second lines 

of defence operate.  This assurance covers all elements of the risk management framework, i.e. 

risk identification, risk assessment, reporting and response to escalation of risk related 

information. 

 

5. Pillar 1 Capital Adequacy  

The Group maintains capital levels which exceed the minimum level of capital that must be held 

for credit risk, market risk, settlement risk and operational risk. The Group reported a capital 

ratio of 19.7% as at 31st March 2021.   
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The following table summarises the Group’s Pillar 1 capital adequacy and capital ratios as at 31st 

March 2021: 

As at 31 March 2021 £’000s 

Own Funds Capital (section 6.1) 73,785 

Capital Requirements (section 7.3)  30,023 

Own Funds Capital Surplus  43,762 

 

Risk Weighted Assets  375,292 

Total Capital Ratio   19.7% 

 

A full reconciliation is provided in Annex 3 - Disclosure of Nature and Amounts of Specific Items on 

Own Funds. 

 Own Funds 

Own Funds are the capital resources of the Group. To be able to absorb losses, it is necessary to hold 

sufficient quantity and quality of capital resources in accordance with the CRR.  

 Tier 1 Capital 

The Group’s Own Funds as at 31st March 2021 are summarised below: 

Own Funds £’000s 

Ordinary Share Capital (incl. Share Premium) 30,099 

Retained Earnings  44,119 

Other Reserves 149 

Deductions (582) 

Total 73,785 

 Deductions from Tier 1 Capital 

The deductions from Tier 1 capital comprise £582k in relation to intangible assets, deferred 

tax assets and prudential valuation adjustments.  

 Own Funds – Balance Sheet Reconciliation & Specific Items of Own 

Funds during the Transitional Period 

A balance sheet reconciliation in accordance with Article 437(1)(a) of the CRR is provided 

in Annex 2. A separate disclosure of the specific items of Own Funds in accordance with 

Article 437(1)(d) is provided in Annex 3. 

 Main features of Common Equity Tier 1, Additional Tier 1 and Tier 2 

instruments issued by institutions 

A description of the main features of capital instruments issued by the Group and Peel Hunt 

LLP in accordance with Article 437(1)(b) of the CRR is provided in Annex 2. 
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 Pillar 1 Capital Requirements 

The Group’s Pillar 1 capital requirements are summarised below: 

As at 31 March 2021 Risk Weighted Assets Own Funds Requirement 

£’000s £’000s 

Credit Risk 68,652 5,492 

Market Risk: Positions 138,740 11,099 

Market Risk: Foreign Exchange 1,045 84 

Settlement Risk 20,178 1,614 

Operational Risk 146,677 11,734 

Total 375,292 30,023 

 

 Credit Risk 

The Group’s credit risk capital requirements are calculated in accordance with the 

Standardised Approach under Part Three Title II Chapter 2 of the CRR, as summarised 

below: 

As at 31 March 2021 Original 

Exposure 

(UK) 

 

Original 

Exposure 

(Non-UK) 

 

Risk 

Weighted 

Assets 

Own Funds 

Requirement 

£’000s £’000s £’000s £’000s 

Central Governments &  Central Banks 6,806 

 

 

 

4 372 30 

Public Sector Entities - - - - 

Institutions 81,692 33,330 24,274 1,942 

Corporates 9,486 173 9,900 792 

Retail 63 - 47 4 

Equity 68 - 68 5 

Other Items 33,991 - 33,991 2,719 

Total 132,106 33,507 68,652 5,492 

 

 External Credit Assessment Institutions 

The Group uses external credit assessments from Standard and Poor’s (an External Credit 

Assessment Institution (“ECAI”)) for the purposes of calculating Own Funds requirements 

for credit risk.  External ratings are mapped to credit quality steps and risk weightings in 

accordance with the Standardised Approach. 

 Credit Risk: Analysis by Credit Rating 

The majority of the Group’s credit risk exposures are to AAA to A- rated institutions. The 

Group’s credit risk exposures by credit rating is summarised below: 

As at 31 March 2021 Original Exposure Risk Weighted Assets Own Funds 

Requirement 

£’000s £’000s £’000s 

AAA to A- 118,039 25,372 2,030 

B to BBB- 3 1 0 

Unrated 47,571 43,279 3,462 

Total 165,613 68,652 5,492 
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 Credit Risk Mitigation 

The Group makes limited use of on-balance sheet netting, in cases where there are overdrafts 

with the same counterparty and in the same currency as cash deposited with institutions.  As 

at the Reporting Date, £252k of overdraft balances were netted with cash deposits, reducing 

the on balance sheet exposures subject to credit risk. The table below summarises the credit 

risk mitigation amounts applied to the exposures: 

As at 31 March 2021 Original Exposure Credit Risk Mitigation 

(“CRM”)  

Post CRM 

Exposure 

£’000s £’000s £’000s 

On balance sheet exposures subject 

to credit risk  

165,613 (252) 165,361 

Total 165,613 (1,361) 165,361 

 

 Market Risk 

The Group calculates market risk requirements in accordance with Part Three Title IV of the 

CRR. The CRR exposures are summarised in the table below: 

As at 31 March 2021 Risk Weighted 

Exposure 

£’000s 

Equity 50,308 

Collective Investment Undertakings 86,501 

Interest Rate Risk 1,931 

Foreign Exchange 1,045 

Total 139,785 

 

 Exposures in Equities not included within the Trading Book 

As at 31st March 2021, the Group held £68k of exposure in equities within the non-trading book. 

 Exposure to Interest Rate Risk on Positions not included within the Trading 

Book 

The Group is not a credit institution and does not have any significant non-trading book or off-

balance-sheet assets or liabilities. The Group has limited exposure to interest rate risk within the 

non-trading book as a result of holding UK Gilts as a Liquid Asset Buffer. 

As at 31st March 2021, the Group held liquid asset buffer eligible securities totalling £6,429k. 

 Settlement Risk Requirement  

Settlement/Delivery risk is calculated upon any transaction that is unsettled after their due 

delivery date (CRR Article 378).  

The Firm calculates the price difference to which it is exposed and then risk weights the 

exposures based on the number of working days after the due settlement date. 
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 Operational Risk Requirement  

The Group uses the Basic Indicator Approach (CRR Article 315).  

Under this approach the own funds requirement for operational risk is equal to 15% of the average 

over three years of the relevant indicator as set out in CRR Article 316. The article refers to the 

relevant indicator as the sum of net profit or loss on financial operations and any other operating 

income, losses or charges. 

 

6. Compliance with the CRR and the Overall Pillar 2 Rule 

 Internal Capital  

The purpose of the ICAAP is to assess the amount of capital the Group considers adequate to 

cover all of the risks to which it is exposed.  

The Group Board, the Peel Hunt Board and senior management are closely involved in this 

process and overall at the risk governance and strategy level. Along with the Finance and Risk 

Management functions, they ensure that the ICAAP process is fully integrated into the on-going 

decision-making of the Group. 

 Approach to Assessing Adequacy of Internal Capital  

In order to maintain an appropriate capital base at all times, the Group:  

 calculates Pillar 1 market risk, credit and counterparty risk and operational risk capital 

requirements with reference to the CRR’s standard approaches; 

 reviews and updates its assessment of the major sources of risk to which it is exposed to 

and that may not be captured within Pillar 1; 

 carries out regular formal assessments of its capital resources, in relation to those risks, 

the risk appetite and its regulatory capital requirements; and  

 conducts stress tests and scenario analysis. 
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 Capital Buffers  

The Group is required to maintain the below additional buffers in line with the requirements of 

the CRR:  

Capital Conservation Buffer (2.5% of RWA)  £9,382k 

Countercyclical Capital Buffer (0% of RWA)  £0k 

 

7. Return on Assets 

The return on assets, defined as net profit divided by total balance sheet assets in accordance 

with Article 90 of the CRD, is 16.46% [£119,943k ÷ £728,559k] 

 

8. Large Exposures  

The Group does not have any exposures greater than the large exposure limits set out in Article 

395 of the CRR.  

 

9. Principal Risks and Uncertainties 

The senior management of the Group are committed to operating sound governance to ensure all 

risks are monitored, managed and controlled, not only within separate functional support areas, 

but also through involvement of senior management through clear and concise reporting to key 

committees and ultimately to the Board. 

The day to day management of risks within the Group is performed by the business lines and 

support functions (the ‘first line of defence’) with second line monitoring by the Risk Management 

and Compliance departments.  As at 31 March 2021, the Board had appointed Grant Thornton 

as its independent internal auditor. Grant Thornton provided an independent assessment of the 

adequacy and satisfactory application of the risk control framework and reported directly to the 

Audit Committee. 

 Credit Risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the 

other party by failing to discharge an obligation. 

The Group quantifies and monitors credit risk by managing counterparty credit exposure on pre-

settlement risk and settlement risk.  All counterparty credit exposures arising from Group business 

activities are captured within one of these measures.  
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The Group performs regular reviews on counterparty credit risk exposures and monitors against 

counterparty trading limits. 

The Group is also exposed to credit risk relating to non-trade receivables.  Exposures to this risk 

are monitored on a monthly basis by reviewing outstanding balances.  Further information related 

to past due and impaired credit risk exposures can be found in section 20.4.5 Credit Risk of the 

financial statements dated 31st March 2021. 

 Counterparty Credit Risk 

Counterparty credit risk relates to the risk of incurring losses if a counterparty defaults before 

the settlement of a transaction.  Exposures, as at the reporting date, comprise derivative 

exposures from options, warrants, index futures, and foreign exchange transactions.  In the 

ordinary course of business, the vast majority of Peel Hunt’s trades settle on a delivery versus 

payment (“DVP”) basis through Crest and Euroclear and therefore the risk of non-settlement 

is considered to be low.   

As at the Reporting Date, £366k of exposures relating to foreign exchange contracts and 

equity warrants were measured using the mark-to-market method. 

 Settlement Risk 

Settlement risk is the risk that, at the point of settlement, the counterparty defaults or cannot 

settle the transaction. When a trade fails to settle, the risk is that a new trade at an unfavourable 

price must be made in order to square the position. Settlement risk can occur in relation to cash 

equity and bond trading (normal and extended settlement), and placings or sub-underwriting 

commitments undertaken by the Corporate department.   

Free of Payment (“FOP”) deliveries represent settlements where the parties agree that the seller 

first delivers the security being sold to the buyer.  The settlement risk exposure on free deliveries 

for securities sold is the full market value of the security underlying the trade.  See section 5.5 for 

details as at 31st March 2021. 

 Market Risk 

Market risk is the risk that the Group’s earnings or capital, or its ability to meet business 

objectives, will be adversely affected by changes in the level or volatility of market rates or prices 

such as interest rates, equity prices and foreign exchange rates.  

The Group controls market risk within Peel Hunt LLP using strict aggregate trading and 

individual position limits for the Execution and Trading business.  Risk Management oversees 

trading risk and is responsible for monitoring and reporting end of day limit usage to senior 

management and heads of business lines. 

 Equity Price Risk 

Equity price risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in market prices.  Peel Hunt LLP is exposed to equity price risk 
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through changes in equity prices and the volatility of equity prices on its equity holdings, 

which comprise of mainly securities held for trading, predominantly arising from market 

making. 

 Interest Rate Risk 

Interest rate risk is the risk that fair value or future cash flows of a financial instrument will 

fluctuate because of changes in market interest rates.  Interest rate risk arises on exposures 

relating to excess funds in cash and loan facilities with credit institutions and fixed income 

securities. 

 Foreign Currency Risk  

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument 

will fluctuate because of changes in foreign exchange rates.  Currency risk arises on financial 

instruments that are denominated in a currency other than Sterling. 

 Liquidity Risk  

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated 

with financial liabilities that are settled by delivering cash or another financial asset.   

The Group’s exposure to liquidity risk mainly arises from Peel Hunt LLP’s market making and 

fixed income trading activities.  

Liquidity risk is managed by daily reporting Peel Hunt LLP’s cash and funding profile to senior 

management, daily liquidity and funding stress testing in addition to having a suite of live trading 

system controls for intra-day liquidity risk monitoring.  

The Group calculates liquidity risk requirements in accordance with IFPRU 7 (BIPRU 12). The 

Group is not required to hold capital for liquidity under CRD IV. 

 Operational and Reputational Risk 

There is a risk that the Group could suffer financial loss arising from inadequate or failed internal 

processes, human errors or systems, which in turn could have a negative impact on the reputation 

of the Group. Although operational risks can never be completely eliminated, the Group mitigates 

its exposure to such risks by operating a system of strong internal controls, an embedded 

EWRMF (see section 4) and monitoring, reporting and escalation through its governance forums.  

The Group also has clearly defined business continuity planning strategies in place (to minimise 

unforeseen business disruptions), vulnerability controls and incident response plans (to minimise 

cyber risks), and strategies to minimise conduct risks, including a Values and Ethics statement. 

To reduce operational and reputational risks further, the Board requires that all new products or 

business lines are subject to rigorous appraisal and review by the Risk Management Forum. 



Pillar 3 Disclosures 2021 

Page 18 of 34 

 Legal and Regulatory Risk 

The Group contains one FCA regulated entity, Peel Hunt LLP and operates in highly regulated 

markets. Peel Hunt LLP comprises substantially all of the risks and exposures of the Group.  

The Group also contains a US entity, Peel Hunt Inc., a US broker dealer regulated by FINRA. 

The Group Board encourages a culture of compliance with all legal and regulatory requirements 

throughout and operates a robust corporate governance and three lines of defence model to help 

maintain this culture. 

The Group Board requests that the independent Compliance department reports to it on 

compliance with regulations and key regulatory changes in order to help deliver and maintain 

focus on legal and regulatory risk. 

 Conduct Risk  

Conduct Risk is the risk of the Group’s actions or behaviours not adequately considering the 

impact on clients, markets and users of markets, which could potentially result in detrimental 

client outcomes, undermining of the integrity of financial markets or market competition.  Risk 

Management and Compliance (as the second line of defence) and Internal Audit (as the third line 

of defence) monitor, assess and report on this risk as part of the Operational Risk process.   

 Other Risks 

The following risks have been deemed not to be relevant or material in the context of the Group’s 

business: 

 Pension Obligation Risk 

The Group does not provide a workplace pension scheme for its staff, although it has partnered 

with a preferred provider to offer staff an individual self-invested personal pension (“SIPP”).   

 Securitisation Risk 

The Group does not undertake any securitisations or hold any securitised assets.  

 Wrong-Way Risk 

The Group is not exposed to contracts that give rise to wrong-way risk.  

 

10. Remuneration 

The remuneration disclosure is set out below as required by Article 450 of the CRR. Specifically, 

the disclosure provides details in relation to Remuneration Code Staff, employees whose professional 

activities have a material impact on the firm’s risk profile, including any employee who is deemed to 

have a material impact on the firm’s risk profile in accordance with the Material Risk Takers 
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(“MRT”) Regulation. This includes categories of staff, such as senior management, risk takers, staff 

engaged in control functions and any employee receiving total remuneration that takes them into 

the same remuneration bracket as senior management. 

 Remuneration Committee 

The Remuneration Committee is chaired by an independent Non-Executive, Elizabeth Blythe. 

During the year under review, the Remuneration Committee comprised three independent Non-

Executives (Elizabeth Blythe, Michael Walker and Paul Clegg) and two Non-Executives (Simon 

Hayes and Darren Carter). In addition, Richard Brearley joined the Remuneration Committee 

as an independent Non-Executive on 17 November 2020. 

During the year under review, the Remuneration Committee met a total of seven times. The 

members of the Remuneration Committee attended meetings as follows: 

- Elizabeth Blythe: 100% 

- Michael Walker: 100% 

- Paul Clegg: 100% 

- Simon Hayes: 100% 

- Darren Carter: 71% 

- Richard Brearley: 100% 

 

The duties of the Remuneration Committee are governed by the Terms of Reference, which is 

reviewed annually. The main purpose of the Remuneration Committee is to consider and agree 

an appropriate Remuneration Policy for all members of staff. Furthermore, the Remuneration 

Committee has specific responsibility for matters, including MRT remuneration (excluding Non-

Executive remuneration), MRT identification, workforce remuneration policies, approval and 

oversight of risk adjustment and ensuring the alignment of variable remuneration outturns with 

Peel Hunt’s culture and values.  

During the year under review, the Remuneration Committee reported to the Board of Peel Hunt 

LLP.  

During the year under review, the Remuneration Committee received external advice on 

remuneration related matters from EY. 

 Remuneration Policy 

The Board has delegated authority to the Remuneration Committee to consider and agree a 

Remuneration Policy for all employees, with particular focus on MRTs (other than Non-

Executives), ensuring remuneration is aligned to Peel Hunt’s business objectives, values, risk 

appetite, regulatory compliance and long-term sustainable success in order to support a high 

performance culture and drive appropriate behaviours. 
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Peel Hunt’s Remuneration Policy, which is reviewed annually, is designed to adhere to 

regulatory and legislative principles and aims to recognise the interest of relevant stakeholders of 

Peel Hunt and drive an appropriate risk-based culture within the firm 

 The Link between Remuneration and Performance 

During the year under review, remuneration was composed of guaranteed drawings (for 

members) or salary (for employees) and a variable payment in the form of profit share at year 

end.  Profit share awards are discretionary. 

The amount available for profit share in any year is based on profits before interest and taxation 

and is available for distribution across all areas of Peel Hunt.  The Remuneration Committee will, 

at its sole discretion, adjust profit share amounts in order to ensure that actual remuneration is 

appropriate and reflective of all appropriate performance-related and risk-adjusted factors 

following input from Peel Hunt’s Risk, Compliance, Internal Audit and HR departments. 

Year-end profit share awards relating to MRTs are proposed by senior management to the 

Remuneration Committee for approval. Both fiscal and non-financial aspects of an individual’s 

performance are considered when determining awards.  

During the year under review, Peel Hunt did not operate any share incentive schemes linked to 

remuneration. 

 Fixed and Variable Remuneration 

Peel Hunt operates an integrated investment banking business and although there are different 

revenue streams they are not distinguished as separate business areas for the purposes of 

remuneration.   

For the purposes of compliance with SYSC 19A, Peel Hunt LLP is considered a Proportionality 

Level Three firm, as it is a full-scope IFPRU investment firm with total assets (at the last year 

end) less than £15bn.  

As a Proportionality Level Three IFPRU firm, Peel Hunt has therefore determined that it 

continues to be appropriate to dis-apply the following rules of the IFPRU Remuneration Code, 

in line with the FCA’s General Guidance on Proportionality: 

a) retained shares or other instruments (SYSC 19A.3.47R) – payment of at least 50% of variable 

remuneration in shares or equivalent non-cash instruments; 

b) deferral (SYSC 19A.3.49R) – deferral of at least 40% of variable remuneration over a period 

of 3 to 5 years; and, 

c) the ratios between fixed and variable components of total remuneration (SYSC19A.3.44R) – 

ratio of variable to fixed remuneration does not exceed 1:1 (or 2:1 with shareholder consent 

(SYSC19A.3.44AR)). 
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 Code Staff Remuneration 

The table below set out the aggregate remuneration for MRTs: 

As at 31 March 2021 Senior Management Other MRTs 

£’000s £’000s 

Fixed Compensation 1,405 2,935 

Variable Compensation:   

- Cash 13,006 10,018 

 

Total 14,411 12,953 

 

Number of MRTs 12 18 

 

 Sign-on and Severance Payments 

During the year ended 31 March 2021, there were no payments or awards made to MRTs 

beneficiaries in respect of severance payments.  

No MRTs were awarded guaranteed variable remuneration payments or buy-out payments 

during the year. 

 Remuneration Bands 

In respect of the year ended 31 March 2021 MRTs earning EUR 1 million or more received 

remuneration as follows: 

As at 31 March 2021 Number of MRTs  

Between EUR 1 million and EUR 1.5 million 2 

Between EUR 1.5 million and EUR 2 million 4 

Between EUR 2 million and EUR 2.5 million 2 

Between EUR 2.5 million and EUR 3 million 0 

Between EUR 3 million and EUR 3.5 million 0 

Between EUR 3.5 million and EUR 4 million 1 

Between EUR 4 million and EUR 4.5 million 0 

Between EUR 4.5 million and EUR 5 million 1 

Greater than EUR 5 million  0 

 

 Deferred Remuneration 

For the year under review, Peel Hunt did not operate a deferred compensation scheme. No 

deferred amounts were awarded or paid during the year ended 31 March 2021, and no vested or 

unvested awards remain outstanding. 
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11. Country by Country Reporting 

The below disclosure is made as at 31st March 2021 and is taken from the Group’s audited 

financial statements for the year ending 31st March 2021. 

The principal activities of the Group are to provide investment banking services in UK mid and 

small cap companies. The Group received no public subsidies. 

Entity Geographical 

Location 

Type Average No. 

of Employees 

and Members 

Turnover Profit Before 

Tax 

Corporation 

Tax Paid 

£’000s £’000s £’000s 

Macsco 22 

Limited 

(renamed 

Peel Hunt 

Partnership 

Group 

Limited) 

UK Head Office 271 196,874 119,943 1,489 

 

Turnover noted above is consolidated Group revenue. Of which, as shown in the consolidated 

financial statements £6.645m of profit before tax is attributable to the Owners of the Company 

and therefore chargeable to corporation tax. The remaining profit is allocated to the individual 

members of Peel Hunt LLP (Non-controlling interest) 

 

12. Leverage Ratio 

This leverage disclosure is set out below as required by Article 451 of the CRR.  The Group is 

not a credit institution and the use of leverage is not an integral part of its business model.  The 

Group does not consider excess leverage to be a material risk. The ratio (on a transitional and a 

fully transitional basis) for 31 March 2021 is set out below. 

As at 31 March 2021 £’000s 

Gross Assets (as per audited financial statements) 728,559 

Less Deductions (see Section 6.1.1) (582) 

Total 727,976 

Tier 1 Capital 73,785 

Leverage Ratio 10.1% 
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13.  Unencumbered Assets 

The Group considers the carrying amount of its encumbered assets not to be material relative to 

the carrying amount of unencumbered assets. The source of encumbrance relates to cash 

collateral pledged for stock-borrow transactions. 

As at 31 March 2021 £’000s 

Gross Assets (as per audited financial statements)  728,559 

Encumbered Assets 1,631 

 

The median value for the four quarters from June 2020 to March 2021 of the Group’s 

encumbered assets is disclosed in Annexes 4 to 6.  
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Annex 1 - Balance Sheet Reconciliation  

  Balance sheet as in 

published financial 

statements  

Under regulatory scope 

of consolidation  

Reference to 

Annex 3 

As at 31 March 2021 £'000 £'000 
 

Assets         

Cash and balances at central banks   -  -    

Items in the course of collection from other banks   -  -    

Trading portfolio assets at fair value   47,295  45  a 

Financial assets designated at fair value 531,178  -    

Derivative financial instruments   -  -    

Loans and advances to banks  103,355 

  

-    

Loans and advances to customers  -  -    

Reverse repurchase agreements and other similar secured lending   -  -    

Available for sale financial investments   68  -    

Current and deferred tax assets   426  417   b 

Prepayments, accrued income and other assets   36,331  -    

Investments in associates and joint ventures   -  -    

Goodwill and intangible assets   90 -    

 of which goodwill  -  -  
 

 of which other intangibles (excluding MSRs)  -  90 c 

 of which MSRs  -  -  
 

Property, plant and equipment   9,754 -    

Total assets   728,497  -    

Liabilities        

Deposits from banks   -  -    

Items in the course of collection due to other banks   -  -    

Customer accounts   -  -    

Repurchase agreements and other similar secured borrowing   -  -    

Trading portfolio liabilities at fair value   33,727 31   g 

Financial liabilities designated at fair value 464,796 -    

Derivative financial instruments    -  -    

Debt securities in issue   -  -    

Accruals, deferred income and other liabilities   150,088 -    

Current and deferred tax liabilities   -  -    

 Of which DTLs related to goodwill  -  -  
 

 Of which DTLs related to intangible assets (excluding MSRs)  -  -  
 

 Of which DTLs related to MSRs  -  -  
 

Subordinated liabilities   -  -    

 of which amount eligible for T2 - -  
 

Provisions    431 -    

Retirement benefit liabilities   -  -    

Total liabilities   649,042 -    
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Balance sheet as in 

published financial 

statements  

Under regulatory scope 

of consolidation  
Reference 

As at 31 March 2021 £'000 £'000 
 

Shareholders' Equity        

Paid-in share capital 30,099 

  

-    

 of which amount eligible for CET1   - 30,099  d  

 of which amount eligible for AT1  -  -  
 

Retained earnings  49,207   -   

 of which amount eligible for CET1  -  44,119 e 

Accumulated other comprehensive income  149   -   

 of which amount eligible for CET1   - 149  f 

Total shareholders' equity   79,455  -    
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Annex 2  - Description of Common Equity Tier 1 and Tier 2 

instruments issued 

 

1 Issuer  Macsco 22 Limited 

2 Unique identifier N/A 

3 Governing law(s) of the instrument  English law 

  Regulatory treatment    

4  Transitional Basel III rules  Common Equity Tier 1 

5  Post-transitional Basel III rules  Common Equity Tier 1 

6  Eligible at solo/group/group & solo  Group 

7  Instrument type Ordinary Share Capital 

8 Amount recognised in regulatory capital (£m)  £30.09m 

9 Par value of instrument  £0.001 

10 Accounting classification  Shareholders’ equity 

11 Original date of issuance  10/12/2010 

12 Perpetual or dated  Perpetual 

13  Original maturity date  N/A 

14 Issuer call subject to prior supervisory approval  No 

15  Optional call date, contingent call dates and redemption amount  N/A 

16  Subsequent call dates, if applicable  N/A 

  Coupons / dividends    

17  Fixed or floating dividend/coupon  Floating dividend 

18  Coupon rate and any related index  N/A 

19  Existence of a dividend stopper  No 

20  Fully discretionary, partially discretionary or mandatory  Fully discretionary 

21  Existence of step up or other incentive to redeem  No 

22 Non-cumulative or cumulative  Non-cumulative 

23 Convertible or non-convertible  Non-convertible 

24  If convertible, conversion trigger (s)  - 

25  If convertible, fully or partially  - 

26  If convertible, conversion rate  - 

27  If convertible, mandatory or optional conversion  - 

28  If convertible, specify instrument type convertible into  - 

29  If convertible, specify issuer of instrument it converts into  - 

30 Write-down feature  N/A 

31  If write-down, write-down trigger(s)  - 

32  If write-down, full or partial  - 

33  If write-down, permanent or temporary  - 

34  If temporary write-down, description of write-up mechanism  - 

35 Position in subordination hierarchy in liquidation (specify 

instrument type immediately senior to instrument)  

N/A 

36 Non-compliant transitioned features  No 

37 If yes, specify non-compliant features   
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Annex 3 - Disclosure of Nature and Amounts of Specific Items on Own 

Funds  

    

(A)  

AMOUNT AT 

DISCLOSURE 

DATE 

(B) 

REGULATION 

EU 575/2013 

ARTICLE 

REFERENCE  

(C) 

BALANCE 

SHEET 

REFERENCE 

Common Equity Tier 1 capital: instruments and reserves 

1 Capital instruments and the related share premium 

accounts 

30,099  26 (1), 27, 28, 29  d 

2 Retained earnings  44,106  26 (1) (c) e 

3 Accumulated other comprehensive income (and other 

reserves) 

149  26 (1) f 

3a Funds for general banking risk  26 (1) (f)  

4 Amount of qualifying items referred to in Article 484 (3) 

and the related share premium accounts 

subject to phase out from CET1 

  486 (2)   

5 Minority interests (amount allowed in consolidated 

CET1) 

  84   

5a Independently reviewed interim profits net of any 

foreseeable charge or dividend 

 26 (2)  

6 Common Equity Tier 1 (CET1) capital before 

regulatory adjustments  

74,353  Sum of rows 1 

to 5a  

 

Common Equity Tier 1 capital: regulatory adjustments  

7 Additional value adjustments (negative amount) (75)  34, 105 a, g 

8 Intangible assets (net of related tax liability) (negative 

amount) 

(90)   36 (1) (b), 37 c 

10 Deferred tax assets that rely on future profitability 

excluding those arising from temporary 

differences (net of related tax liability where the 

conditions in Article 38 (3) are met) (negative 

amount) 

(417)  36 (1) (c), 38 b 

11 Fair value reserves related to gains or losses on cash flow 

hedges 

  33 (1) (a)   

12 Negative amounts resulting from the calculation of 

expected loss amounts 

  36 (1) (d), 40, 159   

13 Any increase in equity that results from securitised assets 

(negative amount) 

  32 (1)   

14 Gains or losses on liabilities valued at fair value resulting 

from changes in own credit standing 

  33 (1) (b)   

15 Defined-benefit pension fund assets (negative amount)   36 (1) (e) , 41   

16 Direct and indirect holdings by an institution of own 

CET1 instruments (negative amount) 

  36 (1) (f), 42   

17 Direct, indirect and synthetic holdings of the CET 1 

instruments of financial sector entities where 

those entities have reciprocal cross holdings with the 

institution designed to inflate artificially the 

own funds of the institution (negative amount) 

  36 (1) (g), 44   
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(A)  

AMOUNT AT 

DISCLOSURE 

DATE 

(B) 

REGULATION 

EU 575/2013 

ARTICLE 

REFERENCE  

(C) 

BALANCE 

SHEET 

REFERENCE 

18 Direct, indirect and synthetic holdings by the institution 

of the CET1 instruments of financial 

sector entities where the institution does not have a 

significant investment in those entities (amount 

above 10% threshold and net of eligible short positions) 

(negative amount) 

  36 (1) (h), 43, 45, 

46, 49 (2) (3), 79 

  

19 Direct, indirect and synthetic holdings by the institution 

of the CET1 instruments of financial 

sector entities where the institution has a significant 

investment in those entities (amount above 

10% threshold and net of eligible short positions) 

(negative amount) 

  36 (1) (i), 43, 45, 

47, 48 (1) (b), 49 (1) 

to (3), 79 

  

20a Exposure amount of the following items which qualify for 

a RW of 1250%, where the institution 

opts for the deduction alternative 

 36 (1) (k)  

20b of which: qualifying holdings outside the financial sector 

(negative amount) 

 36 (1) (k) (i), 89 

to 91 

 

20c of which: securitisation positions (negative amount)  36 (1) (k) (ii), 

243 (1) (b), 

244 (1) (b), 258 

 

20d of which: free deliveries (negative amount)  36 (1) (k) (iii), 

379 (3) 

 

21 Deferred tax assets arising from temporary differences 

(amount above 10% threshold, net of related 

tax liability where the conditions in Article 38 (3) are 

met) (negative amount) 

  36 (1) (c), 38, 48 (1) 

(a) 

  

22 Amount exceeding the 15% threshold (negative amount)   48 (1)   

23 of which: direct and indirect holdings by the institution of 

the CET1 instruments of financial 

sector entities where the institution has a significant 

investment in those entities 

  36 (1) (i), 48 (1) (b)   

25  of which: deferred tax assets arising from temporary 

differences  

  36 (1) (c), 38, 48 (1) 

(a) 

  

25a Losses for the current financial year (negative amount)   36(1)(a)    

25b Foreseeable tax charges relating to CET1 items (negative 

amount) 

 36 (1)(l)  

27 Qualifying AT1 deductions that exceed the AT1 capital 

of the institution (negative amount) 

  36 (1) (j)   

28 Total regulatory adjustments to Common equity Tier 

1 (CET1) 

(582)  Sum of rows 7 

to 20a, 21, 22 

and 25a to 27  

a, b, c, g 

29 Common Equity Tier 1 (CET1) capital 73,771  Row 6 minus 

row 28  

a, b, c, d, e, f, g 

Additional Tier 1 (AT1) capital: instruments    

30 Capital instruments and the related share premium 

accounts 
  

51, 52   

31 of which: classified as equity under applicable accounting 

standards 
  

    

32 of which: classified as liabilities under applicable accounting 

standards 
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(A)  

AMOUNT AT 

DISCLOSURE 

DATE 

(B) 

REGULATION 

EU 575/2013 

ARTICLE 

REFERENCE  

(C) 

BALANCE 

SHEET 

REFERENCE 

33 Amount of qualifying items referred to in Article 484 (4) 

and the related share premium accounts 

subject to phase out from AT1 
  

486 (3)   

34 Qualifying Tier 1 capital included in consolidated AT1 

capital (including minority interests not 

included in row 5) issued by subsidiaries and held by 

third parties 
  

85, 86   

35 of which: instruments issued by subsidiaries subject to phase 

out 
  

486 (3)   

36  Additional Tier 1 (AT1) capital before regulatory 

adjustments  
  

Sum of rows 30, 

33 and 34  

  

Additional Tier 1 (AT1) capital: regulatory adjustments  

37 Direct and indirect holdings by an institution of own 

AT1 instruments (negative amount) 
  

52 (1) (b), 56 (a), 57   

38 Direct, indirect and synthetic holdings of the AT1 

instruments of financial sector entities where 

those entities have reciprocal cross holdings with the 

institution designed to inflate artificially the 

own funds of the institution (negative amount) 
  

56 (b), 58   

39 Direct, indirect and synthetic holdings of the AT1 

instruments of financial sector entities where the 

institution does not have a significant investment in those 

entities (amount above 10% threshold 

and net of eligible short positions) (negative amount) 
  

56 (c), 59, 60, 79   

40 Direct, indirect and synthetic holdings by the institution 

of the AT1 instruments of financial sector 

entities where the institution has a significant investment 

in those entities (net of eligible short 

positions) (negative amount) 
  

56 (d), 59, 79   

42 Qualifying T2 deductions that exceed the T2 capital of 

the institution (negative amount) 
  

56 (e)   

43 Total regulatory adjustments to Additional Tier 1 

(AT1) capital  
  

Sum of rows 37 

to 42  

  

44 Additional Tier 1 (AT1)  capital   Row 36 minus 

row 43  

  

45 Tier 1 capital (T1 = CET1 + AT1)  73,771  Sum of row 29 

and row 44  

a, b, c, d, e, f, g 

Tier 2 (T2) capital: instruments and provisions  

46 Capital instruments and the related share premium 

accounts 

  

62, 63   

47 Amount of qualifying items referred to in Article 484 (5) 

and the related share premium accounts 

subject to phase out from T2 
  

486 (4)   

48 Qualifying own funds instruments included in 

consolidated T2 capital (including minority interests 

and AT1 instruments not included in rows 5 or 34) 

issued by subsidiaries and held by third parties 
  

87, 88   

49  of which: instruments issued by subsidiaries subject to phase 

out  
  

486 (4)   
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(A)  

AMOUNT AT 

DISCLOSURE 

DATE 

(B) 

REGULATION 

EU 575/2013 

ARTICLE 

REFERENCE  

(C) 

BALANCE 

SHEET 

REFERENCE 

50 Credit risk adjustments 
  

62 (c) & (d)   

51 Tier 2 (T2) capital before regulatory adjustments  
  

    

Tier 2 (T2) capital: regulatory adjustments 

52 Direct and indirect holdings by an institution of own T2 

instruments and subordinated loans 

(negative amount) 
  

63 (b) (i), 66 (a), 67   

53 Holdings of the T2 instruments and subordinated loans 

of financial sector entities where those 

entities have reciprocal cross holdings with the institution 

designed to inflate artificially the own 

funds of the institution (negative amount) 
  

66 (b), 68   

54 Direct and indirect holdings of the T2 instruments and 

subordinated loans of financial sector 

entities where the institution does not have a significant 

investment in those entities (amount above 

10% threshold and net of eligible short positions) 

(negative amount) 
  

66 (c), 69, 70, 79   

55 Direct and indirect holdings by the institution of the T2 

instruments and subordinated loans of 

financial sector entities where the institution has a 

significant investment in those entities (net of 

eligible short positions) (negative amount) 
  

66 (d), 69, 79   

57 Total regulatory adjustments to Tier 2 (T2) capital  

  

Sum of rows 52 

to 56  

  

58 Tier 2 (T2) capital   Row 51 minus 

row 57  

  

59 Total capital (TC = T1 + T2)  73,771  Sum of row 45 

and row 58  

a, b, c, d, e, f, g 

60 Total risk weighted assets  375,292     

Capital ratios and buffers 

61  Common Equity Tier 1 (as a percentage of risk exposure 

amount)  

19.7% 92 (2) (a)    

62 Tier 1 (as a percentage of risk exposure amount)  19.7% 92 (2) (b)   

63 Total capital (as a percentage of risk exposure amount)  19.7% 92 (2) (c)   

64 Institution specific buffer requirement (CET1 

requirement in accordance with article 92 (1) (a) plus 

capital conservation and countercyclical buffer 

requirements, plus systemic risk buffer, plus 

systemically important institution buffer expressed as a 

percentage of risk exposure amount) 

7.0% CRD 128, 129, 130, 

131, 133 

  

65  of which: capital conservation buffer requirement  2.5%     

66  of which: countercyclical buffer requirement 0.0%     

67 of which: systemic risk buffer requirement       

67a  of which: Global Systemically Important Institution (G-SII) 

or Other Systemically Important 

Institution (O-SII) buffer 
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(A)  

AMOUNT AT 

DISCLOSURE 

DATE 

(B) 

REGULATION 

EU 575/2013 

ARTICLE 

REFERENCE  

(C) 

BALANCE 

SHEET 

REFERENCE 

68 Common Equity Tier 1 available to meet buffers (as a 

percentage of risk exposure amount)  

16.2% CRD 128   

Amounts below the thresholds for deduction (before risk weighting) 

72 Direct and indirect holdings of the capital of financial 

sector entities where the institution does not 

have a significant investment in those entities (amount 

below 10% threshold and net of eligible 

short positions) 
  

36 (1) (h), 46, 45, 

56 (c) 

59, 60, 66 (c), 69, 

70 

  

73 Direct and indirect holdings by the institution of the 

CET1 instruments of financial sector entities 

where the institution has a significant investment in those 

entities (amount below 10% threshold 

and net of eligible short positions) 
  

36 (1) (i), 45, 48   

75 Deferred tax assets arising from temporary differences 

(amount below 10% threshold, net of 

related tax liability where the conditions in Article 38 (3) 

are met) 
  

36 (1) (c), 38, 48   

Applicable caps on the inclusion of provisions in Tier 2  

76 Provisions eligible for inclusion in T2 in respect of 

exposures subject to standardised approach (prior to 

application of cap)  
  

62   

77 Cap on inclusion of credit risk adjustments in T2 under 

standardised approach 

858  62   

78 Credit risk adjustments included in T2 in respect of 

exposures subject to internal ratings-based 

approach (prior to the application of the cap) 
  

62   

79 Cap for inclusion of provisions in T2 under internal 

ratings-based approach  
  

62   

Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 2014 and 1 Jan 2022) 

80 Current cap on CET1 instruments subject to phase out 

arrangements  
  

484 (3), 486 (2) & 

(5) 

  

81 Amount excluded from CET1 due to cap (excess over cap 

after redemptions and maturities)  

  

484 (3), 486 (2) & 

(5) 

  

82 Current cap on AT1 instruments subject to phase out 

arrangements  
  

484 (4), 486 (3) & 

(5) 

  

83 Amount excluded from AT1 due to cap (excess over cap after 

redemptions and maturities)  
  

484 (4), 486 (3) & 

(5  

  

84 Current cap on T2 instruments subject to phase out 

arrangements  
  

484 (5), 486 (4) & 

(5) 

  

85 Amount excluded from T2 due to cap (excess over cap after 

redemptions and maturities)  

  

484 (5), 486 (4) & 

(5) 
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Annex 4 – Four Quarter Median Encumbered and unencumbered assets  

    Carrying amount of encumbered 

assets 

Fair value of encumbered 

assets 

Carrying amount of 

unencumbered assets 

Fair value of 

unencumbered assets     

     £’000 

of which notionally 

elligible EHQLA 

and HQLA 

  

of which 

notionally 

elligible 

EHQLA 

and HQLA 

£’000  

of which 

EHQLA 

and HQLA 

  

of which 

EHQLA 

and HQLA 

    010 030 040 050 060 080 090 100 

010 
Assets of the reporting 

institution 
2,233       552,012       

030 Equity instruments         39,084       

040 Debt securities         7,607       

050 
of which: covered 

bonds 
                

060 
of which: asset-

backed securities 
                

070 
of which: issued by 

general governments 
        6,481       

080 
of which: issued by 

financial corporations 
        859       

090 
of which: issued by 

non-financial corporations 
        295       

120 Other assets 2,233       503,185       

121 of which: …                 
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Annex 5 – Four Quarter Median Collateral Received   

    
Fair value of encumbered 

collateral received or own 

debt securities issued 

Unencumbered 

    

Fair value of collateral received or 

own debt securities issued available 

for encumbrance 

      

of which 

notionally 

elligible EHQLA 

and HQLA 

  
of which EHQLA and 

HQLA 

    010 030 040 060 

130 Collateral received by the reporting institution 2,129       

140 Loans on demand         

150 Equity instruments 2,129       

160 Debt securities         

170 of which: covered bonds         

180 of which: asset-backed securities         

190 of which: issued by general governments         

200 of which: issued by financial corporations         

210 of which: issued by non-financial corporations         

220 Loans and advances other than loans on demand         

230 Other collateral received         

231 of which: …         

240 
Own debt securities issued other than own covered bonds or 

asset-backed securities 
        

241 
 Own covered bonds and asset-backed securities issued and 

not yet pledged 
        

250 
TOTAL ASSETS, COLLATERAL RECEIVED AND 

OWN DEBT SECURITIES ISSUED  
4,362       
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Annex 6 – Four Quarter Median Sources of Encumbrance  

    

Matching 

liabilities, 

contingent 

liabilities or 

securities lent 

Assets, collateral 

received and own 

debt securities 

issued other than 

covered bonds and 

ABSs encumbered       

    010 030 

010 Carrying amount of selected financial liabilities 2,129 2,129 

011 of which: …     

   

 

Annex 7 – Asset Encumbrance Accompanying Narrative Information  

The Group considers the carrying amounts of its encumbered assets not to be material relative to the carrying amount of the unencumbered assets. The source of encumbrance relates to cash 

collateral pledged for stock-borrow transactions.  

  

 


