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1 INTRODUCTION

1.1 OVERVIEW

This document presents the consolidated Pillar 3 disclosures of the Group, as at 31 December 2017 
in accordance with the requirements of the Capital Requirements Directive and Regulation (CRD IV) 
which came into force on 1st January 2014.  In particular, it describes the Group’s capital adequacy, 
its risk assessment methods and information on the management of risks faced by the Group.  This 
document should be read in conjunction with the Group’s 2017 Annual Report and Accounts.  The 
disclosures continue the simplified form that was first published in 2016 to reduce the level of overlap 
between the Pillar 3 disclosures and the Group’s Annual Report and Accounts.
  
The regulatory landscape continues to evolve. In December 2017, the Basel Committee on Banking 
Standards (BCBS) published the finalised Basel III post crisis reforms that include changes to risk 
weightings of exposures under the standardised approach, including the phased referral of minimum 
capital floors.  In addition, banks have now finalised the implementation of IFRS9 and completed a 
compliant assessment of further capital requirements.  These disclosures do not include any impact of 
these items, however a section on IFRS9 pre-transition disclosures has been included within the 
Group’s Annual Report and Accounts.  The Group has confirmed to the Prudential Regulatory 
Authority (PRA) that it plans to adopt the IFRS9 transition arrangements from 2018.  The transitional 
impact on the day one impact on capital resources is yet to be finalised. 

The Group’s capital planning process and ongoing profit generation provide the Group with 
confidence that it will be able to manage these changes.  

1.2 DISCLOSURES POLICY

The Pillar 3 disclosures in this document relate to the Group, with the exception of Appendix 1 which 
contains the disclosures required for Shawbrook Bank Limited (“the Bank”) (PRA firm reference 
number 204574), the Group’s principal subsidiary.

There is a requirement to calculate and maintain regulatory capital ratios on both a Group basis and 
on an individual basis for the Bank.  There are no differences between the basis of consolidation of 
the Group for accounting and prudential purposes. All of the Group’s subsidiary undertakings are 
included in the data provided in the Pillar 3 disclosures.  Full details of the Group’s subsidiaries are 
provided in Note 32 to the Group’s Annual Report and Accounts.

Capital requirements are calculated on both a Group and Bank basis.  The Group‘s capital resources 
are presented in Section 4 of this document and the Bank’s capital resources are presented in 
Appendix 1 to this document.

The Pillar 3 disclosures are published annually, concurrently with the Group’s Annual Report and 
Accounts.  In accordance with regulatory guidelines, the frequency of disclosure will be reviewed 
should there be any material change in any approach used for the calculation of capital, business 
structure (e.g. scale of operations, range of activities or involvement in different financial sectors) or 
regulatory requirements.

The description of the Group’s governance, methods and processes reflects the situation at 31 
December 2017.

The data contained in the Group’s Pillar 3 disclosures are calculated in accordance with CRD IV 
regulatory capital requirements.

These disclosures have been subject to internal verification and have been reviewed by the Group’s 
Board Audit Committee (“BAC”), and are published on the Group’s corporate website 
https://investors.shawbrook.co.uk/.



Pillar 3 Disclosures 31 December 2017 Shawbrook Group plc
 4

These disclosures have not been externally audited and do not constitute any part of the Group’s 
financial statements; however, some of the information within the disclosures also appears in the 
Group’s Annual Report and Accounts.

1.3 SCOPE

The new Capital Requirements Regulation and amended Capital Requirements Directive have 
implemented Basel III within the EU (collectively known as CRD IV) with effect from 1 January 2014 
and which is enforced in the UK, together with the local implementing rules and guidance, by the 
PRA.  CRD IV sets out a framework of regulatory capital requirements.

The framework categorises the capital and prudential requirements under three 3 pillars:

• Pillar 1: defines the minimum capital requirements that firms are required to hold for credit, 
market and operational risks.  The Pillar 1 capital requirement is calculated for the Group using 
the following approach:
• Credit risk – standardised approach
• Operational risk – basic indicator approach
• Market risk – standardised approach

• Pillar 2: builds on Pillar 1 and incorporates the Group’s own assessment of additional capital 
resources needed in order to cover specific risks that are not covered by the minimum regulatory 
capital resources requirement set out under Pillar 1.  The amount of any additional capital 
requirement is also assessed by the PRA during its Supervisory Review and Evaluation Process 
(SREP) and is used to determine the overall capital resources required by the Group.

• Pillar 3: is to improve market discipline by requiring firms to publish information on their principal 
risks, capital structure and risk management.

All figures within this document are correct as at 31 December 2017 unless otherwise stated.

This document is applicable to Shawbrook Group plc and the Pillar 3 disclosures comprise all 
information required under Pillar 3 in the UK, both quantitative and qualitative, and are prepared at the 
Shawbrook Group plc consolidated level.  Where disclosure has been withheld as proprietary or non-
material, as the rules permit, comment is provided as appropriate.  The PRA also allows certain Pillar 
3 requirements to be met by inclusion within the Group’s financial statements. Where disclosure 
requirements have been met by publication in the Group’s Annual Report and Accounts, cross 
reference is made to the relevant section in this document.

The scope of consolidation used in this report is that used for statutory accounting and reporting of 
the Group’s activities.

1.4 RELEVANT CHANGES

Regulatory changes

CRD IV introduced disclosure requirements relating to risk management, corporate governance, 
capital resources, unencumbered assets and leverage.  The Group has allocated specific resources 
to identify future regulatory change and to develop the Group’s regulatory compliance framework to 
meet this change.

The Financial Policy Committee (FPC) confirmed in November 2017 that the Countercyclical Buffer 
(CCyB) will increase from 0.5% to 1% with effect from November 2018.  The FPC also indicated that 
they may increase the CCyB further.  

Future regulatory changes
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The Basel Committee on Banking Supervision (BCBS) published its final changes to its Basel III post 
crisis reforms including revised risk weightings for exposures under the standardised approach, 
including a phased implementation of revised minimum capital floors that will increase capital 
requirements.  In addition, firms have completed their assessment of the day one impact of IFRS9 
and the Group has confirmed to the PRA that it plans to use the transitional arrangements. The 
Group’s robust capital planning, diversified business model and ongoing profit generation provides 
confidence that the Group will be able to manage the impact of any changes with no impact to its 
strategy or business model.

1.5 SUMMARY OF KEY CAPITAL RATIOS AND RISK MANAGEMENT

The key capital ratios under CRD IV for the Group are presented below:

31 December 
2017

31 December 
2016

Common Equity Tier 1 (CET1) capital ratio 12.9% 13.3%

Total Tier 1 capital ratio 16.6% 13.3%

Total capital ratio 19.1% 16.4%

Risk-weighted assets (£ million) 3,361.7 2,778.6

Leverage ratio 9.4% 7.8%

The monitoring and control of risk is a fundamental part of the management process.  All senior 
management are involved in the development and implementation of a Risk Management Framework 
and in monitoring its application.

An overview of the Group’s key financial data can be found on the ‘Results & Reports’ section of the 
Group’s corporate website https://investors.shawbrook.co.uk.
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2 RISK MANAGEMENT OBJECTIVES AND POLICIES

Risk governance describes the architecture through which the Board allocates and delegates primary 
accountability, responsibility and authority for risk management across the organisation.

Responsibility for risk oversight is delegated from the Board to the Board Risk Committee (BRC) and 
Board Audit Committee (BAC).  The ultimate responsibility for risk remains with the Board.

Accountability, responsibility and authority for risk management is delegated to the Chief Executive 
Officer (“CEO”) and Chief Risk Officer (“CRO”), who in turn allocate responsibility for oversight and 
certain approvals across a number of management committees.

Authority and responsibility for material operational risk management, decision making and risk 
assurance is vested in the CRO and the Group Risk function. Lesser levels of authority are cascaded 
to senior management within the support functions and business divisions.

These bodies and senior officers are accountable and responsible for ensuring that the risks are 
appropriately managed within the agreed risk appetite and in accordance with the requirements of the 
Risk Management Framework.  Individuals are encouraged to adopt an open and independent culture 
of challenge which is essential to ensuring risk issues are fully surfaced and debated with views and 
decisions recorded.  Risk governance and culture is reinforced by the provisions of the Senior 
Manager Regime.

Formal risk escalation and reporting requirements are set out in risk policies, individual committee 
terms of reference and the approved risk appetite thresholds and limits.
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Board Risk Committee

The BRC has responsibility for, among other things, advising the Board on the Group’s overall risk 
appetite and strategy.  The BRC will review the Group’s risk assessment processes and methodology 
and its capability for identifying and managing new risk, alongside advising on proposed transactions 
and reviewing reports on material breaches of risk limits.

The BRC holds bi-monthly meetings and at such other times as required.  The BRC meetings are 
held, where possible, alongside the BAC meetings so as to ensure that the work of the two 
committees is coordinated and consistent. The BRC also continues to support a number of working 
groups to enable members to devote additional time to more technical topics and thematic reviews.

The terms of reference of the BRC cover such issues as membership and the frequency of meetings, 
as mentioned above, together with the requirements of any quorum for, and the right to attend, 
meetings.  The terms of reference also set out the authority of the BRC to carry out its responsibilities.

The BRC comprises eight members who are Non-Executive Directors, of which six are Independent 
(Robin Ashton, Andrew Didham, Cedric Dubourdieu, David Gagie, Sally-Ann Hibberd, Paul Lawrence, 
Roger Lovering and Lindsey McMurray). The BRC is chaired by Paul Lawrence.  The CRO reports 
independently to the Non-Executive Chairman of the BRC, as well as to the CEO and has unfettered 
access to the Chairman of the Group if required.

The BRC’s full terms of reference are available from the ‘Corporate Governance’ section in the 
‘Company Information’ section of the Group’s corporate website https://investors.shawbrook.co.uk/.

The BRC has held six scheduled meetings and two additional meetings during 2017.  Further 
information on the number of times the Committee met, and attendees, is set out on page 72 of the 
Group’s Annual Report and Accounts.

Throughout the year the BRC has undertaken a robust assessment of the principal risks facing the 
Group and has reviewed reports from the Group Risk function regarding the processes for the 
management and mitigation of those risks.  The BRC confirms through annual review, the adequacy 
and effectiveness of the Group’s risk management and internal control arrangements in relation to the 
Group’s strategy and risk profile for the financial year.  On the basis of its own review, the Board 
considers that it has in place adequate systems and controls with regard to the Group’s profile and 
strategy.

Top and emerging risks

The Group's top and emerging risks are identified through the process outlined in the ‘Risk 
Management Framework’ section on page 34 of the Group’s Annual Report and Accounts and are 
considered regularly by Management and subsequently by the BRC.  

The Group sees seven themes as its top and emerging risks: 

• Geopolitical risk;
• Economic and competitive environment; 
• Pace of regulatory change; 
• Intermediary and outsourcing; 
• Pace, scale of change and management stretch;
• Credit impairment; and
• Information risk.  
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These themes, together with the Group’s strategy to mitigate the risk and the direction of each theme, 
are considered further in the following sections:
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Information on number of directorships

Information on the number of directorships held by members of the management body, and 
information on the recruitment and selection of the members of the management body are shown in 
the Group’s Annual Report and Accounts on page 50-51.

• Iain Cornish is currently a Senior Independent Director of both Arrow Global Group PLC and of St 
James’s Place plc.  Iain also serves as a Trustee of Macmillan Cancer Support. 

• Steve Pateman is currently a member of the Financial Capability Board for the Money Advice 
Service and was recently appointed Vice President of the Council of the Chartered Institute of 
Bankers Scotland. He also provides informal advisor services to Arora Group.

• Robin Ashton has been a Non-Executive Director of Leeds Building Society since April 2011 and 
its Chairman since March 2013.

• Andrew Didham was appointed to the Board on 1 February 2017. Andrew is currently an 
Executive Vice-Chairman for Rothschild. Andrew is also a Non-Executive Director of Charles 
Stanley plc and Non-Executive Chairman of its principal operating company Charles Stanley & Co 
Limited. Andrew is Non-Executive Director of Jardine Lloyd Thompson Group plc. 

• David Gagie is a Non-Executive Director of Lowell GFKL Group and serves as Chairman on some 
of the subsidiaries within the Group. David is also a Non-Executive Director of Populus Consulting 
Limited and MWS Technology Limited.

• Sally-Ann Hibberd is currently a Non-Executive Director of Equiniti Group plc and NFU Mutual, 
and sits on the Governing Body of Loughborough University.

• Paul Lawrence is currently an independent consultant to HSBC in the formation of their UK Ring 
Fence Bank.

• Roger Lovering is a Non-Executive Director of Caswell Consultancy Limited, Logical Glue Limited, 
Amigo Holdings Limited and Oodle Finance Limited.

• Lindsey McMurray is Managing Partner of private equity fund manager Pollen Street Capital, an 
affiliate of Marlin Bidco Limited of which she is also a Director.  Lindsey is also currently an 
Executive Director of Pollen Street Capital Limited and a Director of Freedom Acquisitions 
Limited, Honeycomb Holdings Limited, Honeycomb Finance plc and Capitalflow Holdings Limited.

• Cedric Dubourdieu was appointed to the Board on 5 September 2017. Cedric is a Managing 
Partner of private equity firm BC Partners and sits on BC Partners’ Investment Committee. BC 
Partners is an affiliate of Marlin Bidco Limited of which Cedric is also a Director. Cedric currently 
serves on the Boards of MCS, Nille and Allflex.
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3 KEY REGULATORY METRICS

The table below summarises the key regulatory metrics:

£ million 31 December 
2017

31 December 
2016

Regulatory Capital:

Common Equity Tier 1 (“CET1”) capital 433.4 370.6

Total Tier 1 capital 557.4 370.6

Total Tier 2 capital 85.3 84.0

Total regulatory capital 642.7 454.6

Risk-weighted assets:

Total risk-weighted assets (“RWAs”) 3,361.7 2,778.6

Regulatory capital as % of RWAs:

CET1 capital ratio 12.9% 13.3%

Tier 1 capital ratio 16.6% 13.3%

Total capital ratio 19.1% 16.4%

Total capital and total capital ratio are shown on a CRR transitional basis. On a fully loaded basis, the 
Total capital ratio is 19.1% at 31 December 2017 (31 December 2016: 16.4%).

The Group has complied with the externally imposed capital requirements at all times during the year.
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4 CAPITAL RESOURCES

The table below summarises the composition of regulatory capital. The Group's individual regulated 
entities and the Group as a whole complied with all of the externally imposed capital requirements to 
which they are subject for the years ended 31 December 2017 and 31 December 2016.

£ million 31 December 
2017

31 December 
2016

CET1 capital:

Share capital 2.5 2.5

Share premium account 87.3 87.3

Capital redemption reserve - 183.1

Retained earnings 409.3 164.3

Regulatory adjustment to CET1 capital:

Intangible assets (65.7) (59.9)

Deductions from CET1 capital:

Foreseeable dividend (1) - (6.7)

CET1 capital 433.4 370.6

Additional Tier 1 capital:

Capital securities 124.0 -

Additional Tier 1 capital 124.0 -

Total Tier 1 capital 557.4 370.6

Tier 2 capital:

Subordinated debt liability 74.2 75.3

Collective impairment allowance 11.1 8.7

Tier 2 capital 85.3 84.0

Total regulatory capital 642.7 454.6

(1) Under the Regulatory Technical Standards on own funds, a deduction has been recognised at 31 December 2016 for a 
foreseeable dividend being the proposed final dividend as set out in the Group’s Annual Report and Accounts.
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The following table shows reconciliation between equity and Total Tier 1 capital after deductions:

£ million 31 December 
2017

31 December 
2016

Total equity 623.1 437.2

Regulatory deductions from equity:

Intangible assets, net of associated deferred tax liabilities (65.7) (59.9)

Foreseeable dividend (1) - (6.7)

Total Tier 1 capital 557.4 370.6

(1) Under the Regulatory Technical Standards on own funds, a deduction has been recognised at 31 December 2016 for a 
foreseeable dividend being the proposed final dividend as set out in the Group’s Annual Report and Accounts.

The following table shows the movement in Total Tier 1 capital during the year:

£ million 2017 2016

Total Tier 1 capital at 1 January 370.6 312.9

Movement in CET1 capital:

Decrease in capital redemption reserve (183.1) -

Movement in retained earnings:

Profit for the year 61.2 64.8

Dividend paid (6.8) -

Cancellation of capital redemption reserve 183.1 -

Share-based payments 7.5 4.8
Increase in intangible assets, net of associated deferred tax 
liabilities (5.8) (5.2)

Decrease/(increase) in foreseeable dividend (1) 6.7 (6.7)

Movement in Additional Tier 1 capital:

Increase in capital securities 124.0 -

Total Tier 1 capital at 31 December 557.4 370.6

(1) Under the Regulatory Technical Standards on own funds, a deduction has been recognised at 31 December 2016 for a 
foreseeable dividend being the proposed final dividend as set out in the Group’s Annual Report and Accounts.
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Tier 1 capital

The Group’s Tier 1 capital comprises of issued share capital and associated premiums, accumulated 
accounting profits and other reserve balances.

A regulatory adjustment is required to be made to the Group’s Common Equity Tier 1 capital in 
respect of intangible assets, as set out in CRD IV.  For accounting purposes, items including 
computer software, other intangibles resulting from business combinations and goodwill are 
capitalised as intangible fixed assets.  Intangible assets are therefore deducted from capital under the 
regulatory rules.

Tier 2 capital

Tier 2 capital comprises:
• Qualifying subordinated debt liability; and
• Collective impairment allowance.

Subordinated debt liability is unsecured and ranks behind any claims against the Group from all 
depositors and creditors. Further details are included in Note 26 of the Group’s Annual Report and 
Accounts and in Appendix 3.

Collective impairment allowances must not exceed 1.25% of risk-weighted assets for banks using the 
standardised approach. The Group did not exceed this limit at 31 December 2017. From 1 January 
2018, the collective impairment allowance will no longer qualify as Tier 2 capital due to the 
implementation of IFRS9. 

A reconciliation of regulatory capital to the statement of financial position is shown in Appendix 2.

5 CAPITAL ADEQUACY

The Group’s policy is to be well capitalised, and its approach to capital management is driven by 
strategic and organisational requirements, while also taking into account the regulatory and 
commercial environments in which it operates.  The Group maintains a strong capital base to support 
the development of the business and to ensure the Group meets its Pillar 1 capital requirements and 
Individual Capital Guidance at all times.  As a result, the Group maintains capital adequacy ratios 
above minimum regulatory requirements.

Internal Capital Adequacy Assessment Process (“ICAAP”)

The Group undertakes a Group-wide internal capital adequacy assessment annually which is an 
integral part of the Group’s risk management processes.  The main output from the process is an 
assessment of all material risks faced by the Group, determination of the level of capital required to 
be held against each major source of risk and an analysis of a number of severe but plausible stress 
tests over a five-year time horizon, which is the Group’s standard business planning timescale.  
Management at all levels within the Group are involved in carrying out risk assessments for their 
divisions, having input into stress testing and scenario analysis and where necessary approving 
inputs into the process.  The ICAAP is subject to detailed review and challenge by both the Enterprise 
Risk Management Committee (ERMC) and by the BRC, before approval by the board.
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Capital Requirement

The Group’s Pillar 1 capital requirement is set out in the table below. The Pillar 1 requirement in 
respect of credit risk is based on 8% of the risk weighted exposure amounts for each of the following 
standardised exposure classes.

£ million 31 December 
2017

31 December 
2016

Credit risk – standardised approach:

Government and central banks 0.7 0.7

Financial institutions 0.5 0.4

Total treasury counterparty credit risk 1.2 1.1

Retail (1) 70.9 56.9

Mortgages on residential / commercial real estate 91.0 59.8

Corporate 62.1 75.9

Items with particularly high risk 9.9 1.2

Exposures in default (2) 2.8 2.8

Other items (3) 6.6 7.7

Total lending credit risk 243.3 204.3

Total credit risk 244.5 205.4

Operational risk – basic indicator approach 24.3 17.0

Credit valuation adjustment – standardised approach 0.1 -

Total Pillar 1 requirement 268.9 222.4

(1) Retail lending comprises loans that are not secured on residential property where the total exposure to the borrower is 
less than the GBP equivalent of 1 million Euro.

(2) ‘Exposures in default’ are defined as those agreements that are 1 penny and 1 day behind their scheduled contractual 
payment position.  RWAs are calculated net of specific provisions.

(3) The ‘Other items’ within the retail credit risk are loans that do not fall into any of the other loan categories.  The ‘Other 
items’ that are not within the retail credit risk sub category are other statement of financial position items such as fixed 
assets and other debtors and prepayments.
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6 REGULATORY CAPITAL BUFFERS

In 2016, CRR introduced new regulatory capital buffers of which the following apply to the Group:

Capital Conservation Buffer (“CCoB”)

The CCoB is a buffer for all banks that can be used to absorb losses while avoiding breaching 
minimum capital requirements.  The buffer is being phased in from 2016 at the rate of 0.625% p.a. to 
reach 2.5% in 2019.  As of 31 December 2017, the buffer was 1.25% of RWA.

Countercyclical Capital Buffer (“CCyB”)

In June 2017, the UK Financial Policy Committee (“FPC”) increased the UK CCyB rate from 0% to 
0.5% of Banks’ UK exposures with effect from June 2018 and the FPC confirmed in November 2017 
that it will increase the UK CCyB rate from 0.5% to 1.0% with effect from November 2018.  As at 31 
December 2017, where the Group has exposures in countries with a CCyB requirement, the rates are 
set at 0%.

The Group is required to maintain an institution-specific countercyclical capital buffer.  The table 
below comprises the geographical distribution of the relevant credit exposure for the Group, as well as 
the final amount of its institution-specific countercyclical capital buffer.

Geographical distribution of credit exposures relevant for the calculation of the 
countercyclical capital buffer

£ million
General 

credit 
exposures

Trading 
book 

exposures
Own funds requirements

Breakdown 
by country

Of which: 
General 

credit 
exposures

Of which: 
Trading 

book 
exposures

Total
Own funds 

requirement 
weighting

CCyB 
rate

United 
Kingdom 5,282.5 - 239.6 - 239.6 0.99 0%

Jersey 26.9 - 1.5 - 1.5 0.01 0%

Guernsey 17.7 - 1.1 - 1.1 - 0%

Luxembourg 7.0 - 0.6 - 0.6 - 0%

Ireland 5.9 - 0.5 - 0.5 - 0%

Total 5,340.0 - 243.3 - 243.3 1.00 0%

The table below shows the amount of institution-specific CCyB as at 31 December 2017.

31 December 
2017

Total risk exposure amount(1) 3,361.7

Institution specific CCyB rate (%) 0%

Institution specific CCyB requirement £nil

(1) ‘Total Risk Exposure Amount’ is equivalent to RWA.
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7 TREASURY COUNTERPARTY CREDIT RISK

Treasury counterparty credit risk arises from the wholesale instruments made by the Group’s treasury 
function in order to meet liquidity requirements.  The treasury function is responsible for managing this 
aspect of credit risk in line with Board approved risk appetite and wholesale credit policies.  
Wholesale counterparty limits are reviewed monthly by the Asset and Liability Committee (ALCo) 
based on analyses of counterparties’ financial performance, ratings and other market information to 
ensure that limits remain within the defined risk appetite.  The wholesale credit risk is analysed by its 
contractual maturity profile below:

2017 exposure category                      
£ million

Under 3 
months

3 months 
to     1 

year

Over 1 
year to 5 

years

Over 5 
years

Exposure 
value

Cash and balances at central banks 748.2 - - 4.3 752.5

Aa3 rated UK banks 10.8 - 1.4 - 12.2

A1 rated UK banks - - 2.5 - 2.5

A2 rated UK banks - - - - -

A3 rated UK banks 14.1 - - - 14.1

Total 773.1 - 3.9 4.3 781.3

2016 exposure category                      
£ million

Under 3 
months

3 months 
to     1 

year

Over 1 
year to 5 

years

Over 5 
years

Exposure 
value

Cash and balances at central banks 425.9 - - 4.0 429.9

A1 rated UK banks 15.6 - - - 15.6

A2 rated UK banks 1.1 - - - 1.1

A3 rated UK banks 7.4 - - - 7.4

Total 450.0 - - 4.0 454.0

Counterparty credit risk also arises through the Group’s use of financial derivatives to manage market 
risks.  It is the Group’s policy to enter into master netting and margining agreements with all derivative 
counterparties.  In general, under master netting agreements the amounts owed by each counterparty 
that are due on a single day in respect of transactions outstanding in the same currency under the 
agreement are aggregated into a single net amount being payable by one party to the other.  In 
certain circumstances, for example when a credit event such as a default occurs, all outstanding 
transactions under the agreement are aggregated into a single net amount being payable by one 
party to the other and the agreements are terminated.

Under the margining agreements where the Group has net asset position values at current market 
values, in respect of its derivatives with a counterparty, then the counterparty will place collateral with 
the Group in order to cover the position.  Similarly, the Group will place collateral, usually cash, with 
the counterparty where it has a net liability position.  As at 31 December 2017, the Group had a net 
asset position (inclusive of potential future credit exposure) of £3.6m (2016: £9.4m) and had received 
£1.4m (2016: 4.8m) of cash collateral from derivative counterparties.

As at 31 December 2017, the Group had no public rating.
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Wrong way risk is defined as the risk that occurs when exposure to a counterparty is adversely 
correlated with the credit quality of that counterparty.  As the Group primarily enters into interest rate 
and basis swap contracts, it had very limited exposure to wrong way risk as at 31 December 2017.
The following table shows the net exposure to counterparty credit risk for derivative contracts:

£ million 31 December
 2017

31 December
 2016

Gross positive fair value of contracts 1.9 9.4

Potential future credit exposure 5.3 -

Less: netting benefits (3.6) -

Netted current credit exposure 3.6 9.4

Less: collateral held (1.4) (4.8)

Net derivative credit exposure 2.2 4.6

The net derivative credit exposure represents the credit exposure to derivative transactions after 
taking into account legally enforceable netting agreements, and after including potential future credit 
exposures as required in the calculation of the exposure.
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8 CREDIT RISK 

Credit risk is the risk of suffering financial loss should borrowers or counterparties default on their 
contractual obligations to the Group. These risks are managed by the Board Risk Committee and the 
Asset and Liability Committee.  The credit exposures of the Group can be broken down into the 
following divisional portfolios:

• Property Finance – Commercial mortgages;
• Property Finance – Residential mortgages by way of second charge and first charge;
• Business Finance – Structured finance (wholesale and block);
• Business Finance – Regions including Working Capital Solutions and Asset Finance through 

brokers and direct;
• Business Finance – Specialist Sectors including taxi, healthcare, marine and aviation, technology 

finance and Shawbrook International Ltd;
• Consumer Lending – Unsecured personal loans; and 
• Consumer Lending – Unsecured loans for home improvements, timeshare or other holiday home 

ownership and other retail purchases.

The Group’s credit exposures are within the UK as shown in the following geographical analysis in the 
table below:

31 December 2017                                                                                                                                                   
£ million UK Jersey Guernsey Luxembourg Ireland Total

Central government and 
central bank 793.4 - - - - 793.4

Institutions 31.0 - - - - 31.0

Corporates 765.8 2.6 5.2 7.0 5.9 786.5

Retail 1,273.1 24.2 12.5 - - 1,309.8
Secured by mortgages on 
immovable property 2,851.8 - - - - 2,851.8

Items with particularly high 
risk 82.7 - - - - 82.7

Exposure in default 28.0 0.1 - - - 28.1
Other items including 
deferred taxes 59.6 - - - - 59.6

Total 5,885.4 26.9 17.7 7.0 5.9 5,942.9
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31 December 2016                                                                                                                                                   
£ million UK Other Total

Central government and central bank 473.8 - 473.8

Institutions 24.1 - 24.1

Corporates 966.3 - 966.3

Retail 1,075.6 - 1,075.6

Secured by mortgages on immovable property 2,136.2 - 2,136.2

Items with particularly high risk 10.1 - 10.1

Exposure in default 27.3 - 27.3

Other items including deferred taxes 128.3 - 128.3

Total 4,841.7 - 4,841.7

Credit risk exposures by residual maturity 

The table below represents the total amount of exposures, net of impairment, including pipeline 
commitments by remaining contractual maturity:

31 December 2017                                                                                                  
£ million

                                                     
Within              
1 year

After 1 
year but 
within 5 

years

                  
More 

than 5 
years

              
Undated      

                   
Total

Central government and central banks 768.4 8.7 16.3 - 793.4

Lending 1,180.9 1,880.8 1,997.2 - 5,058.9
Short term claims on institutions or 
corporations 27.1 3.9 - - 31.0

Other items - - - 59.6 59.6

Total 1,976.4 1,893.4 2,013.5 59.6 5,942.9

31 December 2016                                                                                                  
£ million

                                                     
Within              
1 year

After 1 
year but 
within 5 

years

                  
More 

than 5 
years

              
Undated      

                   
Total

Central government and central banks 449.3 7.8 16.7 - 473.8

Lending 893.8 1,844.8 1,476.9 - 4,215.5
Short term claims on institutions or 
corporations 24.1 - - - 24.1

Other items - - - 128.3 128.3

Total 1,367.2 1,852.6 1,493.6 128.3 4,841.7
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Non-performing loans and impairment

Loans and advances to customers are reviewed regularly to determine whether there is any objective 
evidence of impairment and assets are categorised as detailed in the tables below:

Type of impairment 
assessment

Description

Individual impairment Where specific circumstances indicate that a loss is likely to be 
incurred.

Collective impairment Impairment allowances are calculated for each portfolio on a 
collective basis, given the homogenous nature of the assets in the 
portfolio.

Where the Group’s judgement identifies the need for an additional overlay this is included in the 
outputs over and above the modelled calculation.

Risk Categorisation Description

Past due A loan is considered past due when the borrower has failed to make 
a payment under the terms of the loan contract.  This may also 
include loans past maturity where an outstanding balance exists.

Neither past due nor 
impaired

Loans that are not in arrears and which do not meet the impaired 
asset definition. This segment can include assets subject to 
forbearance solutions.

Past due but not impaired Loans past due but not impaired consist predominantly of Loans in 
Property Finance and Business Finance that are past due and 
individually assessed as not being impaired.  This definition also 
includes unsecured loans in the Consumer Lending division that are 
past due but not more than 90 days.

Impaired assets Loans that are in arrears or where there is objective evidence of 
impairment and where the carrying amount of the loan exceeds the 
expected recoverable amount. This definition also includes 
unsecured loans in the Consumer Lending division that are more 
than 90 days in arrears and carry identified impairment.
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The table below provides an analysis of the payment due status of gross loans and advances to 
customers and allowances for impairment.

31 December 2017  
£ million

Property         
Finance

Business       
Finance

Consumer     
Lending Total

Neither past due nor impaired 3,114.8 1,015.7 611.3 4,741.8

Past due but not impaired:       

Up to 30 days 9.2 10.4 1.0 20.6

30-60 days 32.8 4.0 7.4 44.2

60-90 days 7.8 1.2 2.6 11.6

Over 90 days 18.1 2.1 - 20.2

Total past due but not impaired 67.9 17.7 11.0 96.6

Impaired assets 13.3 21.5 4.9 39.7
Gross loans and advances to 
customers 3,196.0 1,054.9 627.2 4,878.1

Fair value adjustments for hedged risk (2.7) - 0.5 (2.2)
Less: allowances for impairment 
losses (6.3) (15.0) (10.3) (31.6)

Net loans and advances to 
customers 3,187.0 1,039.9 617.4 4,844.3

31 December 2016  
£ million

Property         
Finance

Business       
Finance

Consumer     
Lending Total

Neither past due nor impaired 2,443.9 1,036.9 460.8 3,941.6

Past due but not impaired:       

Up to 30 days 13.8 12.0 0.7 26.5

30-60 days 33.6 4.3 4.3 42.2

60-90 days 10.7 4.2 1.6 16.5

Over 90 days 12.2 7.2 - 19.4

Total past due but not impaired 70.3 27.7 6.6 104.6

Impaired assets 10.1 14.1 4.0 28.2
Gross loans and advances to 
customers 2,524.3 1,078.7 471.4 4,074.4

Fair value adjustments for hedged risk - - 0.4 0.4
Less: allowances for impairment 
losses (5.2) (12.4) (6.8) (24.4)

Net loans and advances to customers 2,519.1 1,066.3 465.0 4,050.4



Pillar 3 Disclosures 31 December 2017 Shawbrook Group plc
 27

The Group maintains a forbearance policy for the servicing and management of customers who are in 
financial difficulty and require some form of concession to be granted, even if this concession entails a 
loss for the Group. A concession may be either of the following:

• a modification of the previous terms and conditions of an agreement, which the borrower is 
considered unable to comply with due to its financial difficulties, to allow for sufficient debt service 
ability, that would not have been granted had the borrower not been in financial difficulties; or

• a total or partial refinancing of an agreement that would not have been granted had the borrower 
not been in financial difficulties.

Forbearance in relation to an exposure can be temporary or permanent depending on the 
circumstances, progress on financial rehabilitation and the detail of the concession(s) agreed. A 
forbearance classification can be discontinued when all of the following conditions have been met:

• the exposure is considered as performing, including, if it has been reclassified from the non-
performing category, after an analysis of the financial condition of the borrower shows it no longer 
meets the conditions to be considered as non-performing;

• regular payments of more than an insignificant aggregate amount of principal or interest have 
been made during at least half of the probation period; and

• none of the exposures to the debtor is more than 30 days past-due at the end of the probation 
period.

Forbearance as at 
31 December 2017                                                 

                     
Number

Capital 
balances 

£m

Impairment 
provision

      £m
Coverage            

%

Property Finance 239 16.2 1.0 6.2%

Business Finance 361 35.8 5.3 14.8%

Consumer Lending 830 5.3 2.8 52.8%

Total 1,430 57.3 9.1 15.9%

Forbearance as at 
31 December 2016                                               

                     
Number

Capital 
balances 

£m

Impairment 
provision

      £m
Coverage            

%

Property Finance 191 13.6 0.7 5.1%

Business Finance 237 30.1 3.3 11.0%

Consumer Lending 273 1.8 0.6 33.3%

Total 701 45.5 4.6 10.1%

Summary of credit risk exposure
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The Group uses the standardised approach in determining the level of capital necessary for 
regulatory purposes.  Under the standardised approach the level of capital required against a given 
level of exposure to credit risk is calculated as:

Credit risk capital requirement = Exposure value x Risk weighting* x 8%

*the risk weighting applied will vary depending on whether the asset is retail or wholesale.  For retail 
assets, variables such as loan-to-value and security will impact the risk weighting.  Wholesale assets 
are dependent on the counterparty, duration and credit rating.

The tables below show the total exposure by regulatory exposure class for the Group and Bank 
respectively.

Group as at 31 December 2017         
£ million                                        

Exposure 
value RWAs               Pillar 1 

capital         
Government and central banks 793.4 8.2 0.7

Financial institutions 31.0 6.2 0.5

Total treasury counterparty credit risk 824.4 14.4 1.2

Retail(1) 1,309.8 886.2 70.9

Mortgages on residential / commercial real estate 2,851.8 1,137.7 91.0

Corporate 786.5 776.6 62.1

Items with particularly high risk 82.7 124.1 9.9

Exposures in default(2) 28.1 34.7 2.8

Other items(3) 59.6 83.1 6.6

Total lending credit risk 5,118.5 3,042.4 243.3

Total credit risk 5,942.9 3,056.8 244.5
(1) Retail lending comprises loans that are not secured on residential property where the total exposure to the borrower is 

less than the GBP equivalent of 1 million Euros.
(2) ‘Exposures in default’ are defined as those agreements that are over 3-months behind their scheduled contractual 

payment position.  RWAs are calculated net of provisions.
(3) The ‘Other items’ within retail credit risk are loans that do not fall into any of the other loan categories.  The ‘Other items’ 

that are not within the retail credit risk sub-category are other statement of financial position items such as fixed assets 
and other debtors and prepayments.

Group as at 31 December 2016      
£ million                                           

Exposure 
value RWAs            Pillar 1 

capital         
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Government and central banks 473.8 8.8 0.7

Financial institutions 24.1 5.2 0.4

Total treasury counterparty credit risk 497.9 14.0 1.1

Retail(1) 1,075.6 711.2 56.9

Mortgages on residential / commercial real estate 2,136.2 747.7 59.8

Corporate 917.6 949.2 75.9

Items with particularly high risk 10.1 15.1 1.2

Exposures in default(2) 27.3 34.4 2.8

Other items(3) 128.3 96.2 7.7

Total lending credit risk 4,295.1 2,553.8 204.3

Total credit risk 4,793.0 2,567.8 205.4
(1) Retail lending comprises loans that are not secured on residential property where the total exposure to the borrower is 

less than the GBP equivalent of 1 million Euros.
(2) ‘Exposures in default’ items are defined as those agreements that are over 3-months behind their scheduled contractual 

payment position.  RWAs are calculated net of provisions.
(3) The ‘Other items’ within retail credit risk are loans that do not fall into any of the other loan categories.  The ‘Other items’ 

that are not within the retail credit risk sub-category are other statement of financial position items such as fixed assets 
and other debtors and prepayments.

Shawbrook Bank Ltd as at 31 December 2017 
£ million                                             

Exposure 
value RWAs            Pillar 1 

capital         
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Government and central banks 793.4 8.2 0.7

Financial institutions 30.7 5.8 0.4

Total treasury counterparty credit risk 824.1 14.0 1.1

Retail(1) 1,271.3 860.6 68.8

Mortgages on residential / commercial real estate 2,851.8 1,137.7 91.0

Corporate 786.3 776.6 62.1

Items with particularly high risk 82.7 124.1 9.9

Exposures in default(2) 28.0 34.5 2.8

Other items(3) 59.6 83.1 6.7

Total lending credit risk 5,079.7 3,016.6 241.3

Total credit risk 5,903.8 3,030.6 242.4
(1) Retail lending comprises loans that are not secured on residential property where the total exposure to the borrower is 

less than the GBP equivalent of 1 million Euros.
(2) ‘Exposures in default’ are defined as those agreements that are over 3-months behind their scheduled contractual 

payment position.  RWAs are calculated net of provisions.
(3) The ‘Other items’ within retail credit risk are loans that do not fall into any of the other loan categories.  The ‘Other items’ 

that are not within the retail credit risk sub-category are other statement of financial position items such as fixed assets 
and other debtors and prepayments.

Shawbrook Bank Ltd as at 31 December 2016  
£ million                                            

Exposure 
value RWAs            Pillar 1 

capital         
Government and central banks 473.8 8.8 0.7

Financial institutions 24.1 5.2 0.4

Total treasury counterparty credit risk 497.9 14.0 1.1

Retail(1) 1,075.6 711.2 56.9

Mortgages on residential / commercial real estate 2,136.2 747.7 59.8

Corporate 966.3 949.2 75.9

Items with particularly high risk 10.1 15.1 1.2

Exposures in default(2) 27.3 34.4 2.8

Other items(3) 106.7 95.7 7.7

Total lending credit risk 4,322.2 2,553.3 204.3

Total credit risk 4,820.1 2,567.3 205.4
(1) Retail lending comprises loans that are not secured on residential property where the total exposure to the borrower is 

less than the GBP equivalent of 1 million Euros.
(2) ‘Exposures in default’ are defined as those agreements that are over 3-months behind their scheduled contractual 

payment position.  RWAs are calculated net of provisions.
(3) The ‘Other items’ within retail credit risk are loans that do not fall into any of the other loan categories.  The ‘Other items’ 

that are not within the retail credit risk sub-category are other statement of financial position items such as fixed assets 
and other debtors and prepayments.
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9 CREDIT RISK MITIGATION

The Group uses a wide range of techniques to reduce the credit risk associated with its lending.  As 
an essential starting point the Group makes extensive use of appropriate credit reference agency and 
company search data to verify the historic payment record of the borrower, with full use also made of 
credit scoring techniques within the higher volume, homogenous portfolios of Consumer Lending and 
residential mortgages within the Property division.

A key feature of Group wide underwriting processes is also the detailed assessment of the capacity of 
the borrower to service the proposed debt without distress.  The Group also ensures that the borrower 
is able to service the proposed debt under stressed repayment conditions.

Beyond assessing the borrower’s ability to repay the debt the risk of further loss is further mitigated in 
all business areas, with the exception of portfolios where lending is on an unsecured basis, by 
ensuring that collateral is obtained for the funds advanced.

10 INTEREST RATE IN THE BANKING BOOK

Market risk

Market risk is the risk that the value of, or income arising from, the Group’s assets and liabilities 
changes as a result of changes in market prices, the principal element being interest rate risk.

The Group has limited exposure to cross currency risk.  The Group has a small number of facilities 
within Business Finance where customers can borrow in currencies other than Sterling.  Overall these 
facilities represented less than 0.5% of the Group’s total assets at 31 December 2017. 

The Group’s Treasury function is responsible for managing the Group’s exposure to all aspects of 
market risk within the operational limits set out in the Group’s treasury policies and receives regular 
reports on all aspects of market risk exposure, including interest rate risk.

Derivatives are only used to limit the extent to which the Group will be affected by changes in interest 
rates or other indices which affect fair values or cash flows.  Derivatives are therefore used 
exclusively to hedge risk exposures.  The principal derivatives used by the Group are interest rate 
exchange contracts, commonly known as interest rate swaps.  The Group’s forecasts and plans take 
account of the risk in interest rate changes and are prepared and stressed accordingly, in line with 
PRA guidance.

Interest rate risk

Interest rate risk is the risk of loss arising from adverse movements in market interest rates.  Interest 
rate risk arises from the loan and savings products that the Group offers.  The Group’s exposure to 
interest rate risk is measured as the value of the Group’s assets and liabilities at risk due to 
movements in interest rates.  This risk is managed through the use of appropriate financial 
instruments, including derivatives, with established risk limits, reporting lines, mandates and other 
control procedures.

Basis risk

Basis risk is the risk of loss arising from changes in the relationship between interest rates which have 
similar but not identical characteristics (for example, the London Interbank Offered Rate (LIBOR) and 
Bank of England base rate (Bank Rate).  This is monitored closely and regularly reported to ALCo.  
This risk is managed where appropriate, through the use of derivatives, with established risk limits 
and other control procedures.  The exposure to basis risk is measured as the earnings at risk due to 
changes in the relationship between interest rates.
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Interest rate sensitivity gap

The Group considers a parallel 200 basis points (bps) movement to be appropriate for scenario 
testing given the current economic outlook and industry expectations.  The Group estimates that a +/- 
200 bps movement in interest rates paid/received would have impacted the economic value of equity 
as follows:

 £ million 31 December 
2017

31 December 
2016

+200 basis points increase 10.5 negative 9.5 positive

-200 basis points decrease 41.0 positive 12.1 positive

In addition, the effect of the same two interest rate shocks are applied to the statement of financial 
position at year-end, to determine how the net Interest Income may change on an annualised basis 
for one year, as follows:

£ million 31 December 
2017

31 December 
2016

+200 basis points increase 20.8 positive 20.0 positive

-200 basis points decrease 4.0 positive 1.9 positive

In preparing the sensitivity analyses above, the Group makes certain assumptions consistent with 
expected and contractual re-pricing behaviour as well as behavioural repayment profiles, under the 
two interest scenarios, of the underlying statement of financial position items.  The results also include 
the impact of hedge transactions.
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11 LEVERAGE

The leverage ratio is a transparent, comparable measure not affected by risk weightings.  It is 
calculated as Total Tier 1 capital divided by adjusted statement of financial position exposure.  The 
level of leverage is actively monitored and regularly assessed alongside capital and capital ratios as 
described in Section 5 ‘Capital adequacy’.

The following tables follow the formats that are prescribed by the European Banking Authority (EBA). 
£Nil balance rows have been omitted.

Table LRSum: Summary reconciliation of accounting assets and leverage ratio exposures

£ million
Applicable 

amount                    
31 December 2017 

Applicable 
amount                    

31 December 2016  
Total assets as per published financial statements 5,758.7 4,646.6

Adjustment for derivative financial instruments 0.4 (3.9)
Adjustment for securities financing transactions 
(“SFTs”) - 0.6

Adjustment for off-balance sheet items (i.e. conversion 
to credit equivalent amounts of off-balance sheet 
exposures)

224.7 171.6

Other adjustments (65.7) (59.9)

Leverage ratio total exposure measure 5,918.1 4,755.0
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Table LRCom: Leverage ratio common disclosure

£ million
CRR leverage        

ratio exposures                    
31 December 2017  

CRR leverage        
ratio exposures                    

31 December 2016  
On-balance sheet exposures (excluding derivatives 
and SFTs):
On-balance sheet items (excluding derivatives, SFTs 
and fiduciary assets, but including collateral) 5,756.9 4,641.4

Asset amounts deducted in determining Tier 1 capital (65.7) (59.9)
Total on-balance sheet exposures (excluding 
derivatives, SFTs and fiduciary assets) 5,691.2 4,581.5

Derivatives exposures:
Replacement cost associated with all derivatives 
transactions (i.e. net of eligible cash variation margin) 0.1 1.3

Add-on amounts for PFE associated with all 
derivatives transactions (mark- to-market method) 2.1 -

Total derivatives exposures 2.2 1.3

Securities financing transaction exposures:

Counterparty credit risk exposure for SFT assets - 0.6

Total securities financing transaction exposures - 0.6

Other off-balance sheet exposures:

Off-balance sheet exposures at gross notional amount 449.4 343.1
Adjustments for conversion to credit equivalent 
amounts (224.7) (171.5)

Total other off-balance sheet exposures 224.7 171.6

Capital and total exposure measure:

Total Tier 1 capital 557.4 370.6

Leverage ratio total exposure measure 5,918.1 4,755.0

Leverage ratio 9.4% 7.8%
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Table LRSpl: Split-up of on-balance sheet exposures (excluding derivatives, SFTs and 
exempted exposures)

£ million
CRR leverage        

ratio exposures                    
31 December 2017  

CRR leverage        
ratio exposures                    

31 December 2016  
Total on-balance sheet exposures (excluding 
derivatives, SFTs and exempted exposures), of 
which:

5,756.9 4,641.4

Trading book exposures - -

Banking book exposures, of which:

Exposures treated as sovereigns 788.4 469.1

Institutions 28.8 24.1

Secured by mortgages of immovable properties 2,753.9 2,053.4

Retail exposures 1,273.8 1,042.9

Corporate 727.6 917.6

Items with particularly high risk 55.9 7.6

Exposures in default 28.1 27.3
Other exposures (e.g. equity, securitisations, and other 
non-credit obligation assets) 100.4 99.4
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12 ASSET ENCUMBRANCE

Asset encumbrance is the process by which assets are pledged in order to secure, collateralise or 
credit-enhance a financial transaction from which they cannot be freely withdrawn.

The Pillar 3 asset encumbrance disclosure templates, shown below, have been compiled in 
accordance with PRA and EBA regulatory reporting requirements, specifically the PRA’s supervisory 
statement SS11/14 (“CRD IV: Compliance with the EBA’s Guidelines on the disclosure of 
encumbered and unencumbered assets”).  

Template A: Encumbered and unencumbered assets

31 December 2017 
£ million

Carrying 
amount of 

encumbered   
assets                   

Fair value of 
encumbered   

assets                   

Carrying 
amount of 

unencumbered 
assets                  

Fair value of 
unencumbered 

assets                  

Assets of the 
reporting institution: 1,085.6 4,792.7

Loans on demand 3.9 778.2
Loans and advances 
other than loans on 
demand

1,081.7 3,807.5

Other assets - 207.0

31 December 2016
£ million

Carrying amount 
of encumbered   

assets                   

Fair value of 
encumbered   

assets                   

Carrying amount 
of 

unencumbered 
assets                  

Fair value of 
unencumbered 

assets                  

Assets of the reporting 
institution: 695.2 4,016.5

Loans and advances 
other than loans on 
demand

695.2 4,016.5

Template B: Collateral received

31 December 2017
£ million

Fair Value of encumbered 
collateral received or own 

debt securities issued

Fair Value of collateral 
received or own debt 

securities issued available 
for encumbrance

Collateral received by the 
reporting institution: 1.7 100.9

Debt securities - 100.9
Of which: issued by general 
government - 100.9

Other collateral received 1.7 -
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31 December 2016
£ million

Fair Value of encumbered 
collateral received or own 

debt securities issued

Fair Value of collateral 
received or own debt 

securities issued available for 
encumbrance

Collateral received by the reporting 
institution: 4.8 213.8

Debt securities - 213.8

Other collateral received 4.8 -

Template C: Encumbered assets/collateral received and associated liabilities

31 December 2017
£ million

Matching liabilities, 
contingent liabilities or 

securities lent     

Assets, collateral received 
and own debt securities 

issued other than covered 
bonds and ABSs 

encumbered
Carrying amount of selected 
financial liabilities: 608.9 907.7

Derivatives 3.9 5.6

Deposits 605.0 902.1

Of which: repurchase agreements - -
Of which: collateralised deposits 
other than repurchase 
agreements

605.0 902.1

Other sources of encumbrance 100.9 179.5

Total sources of encumbrance 709.8 1,087.2

31 December 2016
£ million

Matching liabilities, 
contingent liabilities or 

securities lent      

Assets, collateral received 
and own debt securities 

issued other than covered 
bonds and ABSs 

encumbered
Carrying amount of selected 
financial liabilities: 29.2 5.2

Derivatives 4.8 5.2

Repurchase agreements 24.4 -

Information on the importance of encumbrance

The Group reviews all asset types against the criteria of being able to finance them in a secured form 
(encumbrance) but certain asset types lend themselves more readily to encumbrance.  The typical 
characteristics that support encumbrance are; an ability to pledge those assets to another 
counterparty or entity through operation of law without necessarily requiring prior notification: 
homogeneity; predictable and measurable cash flows; and a consistent and uniform underwriting 
process.  Assets such as buy-to-let residential mortgages and asset finance loans display many of 
these features.

The Group primarily encumbers assets through positioning loans as collateral to support access to 
the Bank of England’s Funding for Lending Scheme (FLS) and the Treasury Funding Scheme (TFS).  
The Group also holds cash collateral received in relation to derivative transactions.
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The Group monitors the level of encumbrance to ensure it remains within approved risk appetite limits 
which are based on loan book and statement of financial position encumbrance levels. Further 
information on asset encumbrance can be found in the Group’s Annual Report and Accounts.
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13 REMUNERATION

Approach to remuneration

In accordance with the Remuneration Code (the Code), a firm must establish, implement and 
maintain remuneration policies, procedures and practices that are consistent with and promote sound 
and effective risk management. Policies and procedures must be comprehensive and proportionate to 
the nature, scale and complexity of the firm’s activities.

The Code and European regulatory technical standards require the Group to identify Material Risk 
Takers (MRTs), being those staff whose activities have a material impact on the firm’s risk profile.

The Group employed a total of 60 individuals who were identified as MRTs for the year ended 31 
December 2017.

Remuneration Committee (RemCo)

RemCo is a sub-committee of the Board. Its principal function is to determine, for onward 
recommendation to the Board, the terms and conditions of employment, remuneration and benefits of 
each of the Chairman of the Board, Executive Directors, members of the Executive management and 
all other material risk takers. RemCo exercises independent judgement on remuneration policies and 
practices and the incentives created for managing risk, capital and liquidity. 

During 2017, RemCo’s membership comprised of four Non-Executive Directors, one of whom is the 
Chairman of the Board. RemCo met on eight occasions during 2017. At the invitation of the Chairman 
of the RemCo, on occasion, other attendees included the Chief Executive Officer and Human 
Resources Director. The General Counsel, Company Secretary and Head of Secretariat provide 
secretariat support and Deloitte LLP provides independent advice to the Committee on all executive 
remuneration matters.

During 2017, in addition to cyclical agenda items, RemCo discussed:
 
• the settlement of the share schemes following the change of ownership, 
• the development of a new long-term incentive framework, and
• changes to the remuneration policy in light of the change of ownership. 

RemCo's terms of reference were last reviewed and updated in March 2017. The full terms of 
reference are available on the Group's website www.shawbrook.co.uk. 
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Remuneration policy and structure: Link between pay and performance

The policy table below summarises the key components of the Group’s reward package that are 
applied to all MRTs (excluding Non-Executive Directors, for whom a fixed fee is payable). The 
Directors Remuneration Report within the Group’s Annual Report and Accounts for the year ended 31 
December 2017 sets out how the key components apply for Executive Directors. 

Element Purpose and link 
to strategy Operation and performance measures

Salary To provide a 
competitive level of 
base pay to recruit 
and retain talent

Base salaries are set with reference to the size and scope 
of the role, the external market and the skills and 
experience of the individual.  

Salaries are normally reviewed on an annual basis, with 
increases typically in line with those awarded to the wider 
workforce.

Pension To provide a 
competitive post-
retirement benefit. 

MRTs may participate in the Group's Personal Pension 
Plan. Contribution levels depend on individual 
circumstances. Some MRTs may receive a cash 
allowance in lieu of a pension contribution.

Benefits To provide a suite 
of competitive and 
appropriate benefits 
to support the 
wellbeing of 
employees.

MRTs receive a range of benefits, including but not limited 
to private health cover and life insurance. Additional 
benefits may also be provided, as reasonably required. 

Annual bonus To incentivise and 
reward the 
achievement of 
short-term financial 
and non-financial 
objectives which 
are closely linked to 
the Group's 
strategy.

Deferral reinforces 
retention and 
encourages longer-
term focus and risk 
alignment.

Annual bonus awards are determined with reference to 
financial, non-financial and individual performance 
measures. RemCo considers the overall performance of 
the Group, and the outcome of the independent risk 
adjustment process, before finalising individual award 
levels. 

The measures, and their applicable weightings and 
targets, are set at the beginning of each year.

Awards over a threshold level (set by RemCo each year) 
are subject to deferral. Deferred awards will normally be 
released in equal tranches after one, two and three years, 
subject to continued employment. Deferral levels may be 
amended to take account of any regulatory changes, or 
such other factors the Committee considers appropriate. 
Annual bonus awards are subject to the Group’s malus 
and clawback provisions.

Long-term 
incentives

To incentivise and 
reward the delivery 
of the Group’s long-
term strategy and 
growth over a 
sustained period.

As a result of the change in ownership, RemCo is 
reviewing the long-term incentive framework to ensure it is 
fit for purpose and continues to incentivise and reward the 
delivery of the Group’s long-term strategy and growth over 
a sustained period. 
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Remuneration for MRTs

The table below shows total fixed and variable remuneration awarded to MRTs in respect of the 
financial year ended 31 December 2017. 

MRTs MRT Total 
£k

Total fixed remuneration 9,121

Variable remuneration awarded in cash and shares (face value) 7,370

Total remuneration 16,491

Number of MRTs 60

Aggregate remuneration expenditure in respect of MRTs was £16.5 million, of which 55% represented 
fixed remuneration and 45% represented variable remuneration.

The table below shows the total remuneration awarded to MRTs in the financial year ended 31 
December 2017 broken down by business area:

£k Property 
Finance

Business 
Finance

Consumer 
Lending

Control 
Functions

Other 
Central 

Functions 
Total

Total 
remuneration1 2,003 2,800 2,183 2,301 7,204 16,491

1 A severance payment was made to one MRT during the financial year ended 31 December 2017. This value is 
included in the total remuneration figure.

The table below shows the number of MRTs being remunerated in excess of €1.0 million in respect of 
the financial year ended 31 December 2017. 

Remuneration band (Euros)1 Number

€1.0 million to €1.5 million 1

€2.0 million to €2.5 million 1
1Based on exchange rates as at 31 December 2017 (GBP:EUR 1.125)
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APPENDIX 1: DISCLOSURES FOR SHAWBROOK BANK LIMITED

In accordance with Article 13 of the CRR, this appendix sets out the reduced Pillar 3 disclosures of 
the Bank, the significant subsidiary of the Group. The differences between the Group and the Bank 
relate primarily to reserves held by entities that sit outside the scope of the Bank that are included in 
the Group consolidation.

Capital composition

Bank
£ million

31 December 
2017

31 December 
2016

CET1 capital:

Share capital 175.5 175.5

Share premium account 81.0 81.0

Capital redemption reserve 16.7 9.2

Merger reserve 1.6 1.6

Retained earnings 201.2 145.8

Regulatory adjustment to CET1 capital:

Intangible assets (44.6) (38.8)

Deductions from CET1 capital:

Foreseeable dividend (1) - (6.7)

CET1 capital 431.4 367.6

Additional Tier 1 capital:

Capital securities 125.0 -

Additional Tier 1 capital 125.0 -

Total Tier 1 capital 556.4 367.6

Tier 2 capital:

Subordinated debt liability 75.0 76.1

Collective impairment allowance 11.0 8.7

Tier 2 capital 86.0 84.8

Total regulatory capital 642.4 452.4

(1) Under the Regulatory Technical Standards on own funds, a deduction has been recognised at 31 December 2016 for a 
foreseeable dividend being the proposed final dividend as set out in the Group’s Annual Report and Accounts.



Pillar 3 Disclosures 31 December 2017 Shawbrook Group plc
 43

Reconciliation between equity and Total Tier 1 capital after deductions

Bank
£ million

31 December 
2017

31 December 
2016

Total equity 601.0 413.1

Regulatory deductions from equity:

Intangible assets, net of associated deferred tax liabilities (44.6) (38.8)

Foreseeable dividend (1) - (6.7)

Total Tier 1 capital 556.4 367.6

(1) Under the Regulatory Technical Standards on own funds, a deduction has been recognised at 31 December 2016 for a 
foreseeable dividend being the proposed final dividend as set out in the Group’s Annual Report and Accounts.

Movement in Total Tier 1 capital during the year

Bank
£ million

31 December 
2017

31 December 
2016

Total Tier 1 capital at 1 January 367.6 308.6

Movement in CET 1 capital:

Increase in capital redemption reserve 7.5 4.8

Movement in retained earnings:

Profit for the year 74.9 66.1

Dividend paid (19.5) -
Increase in intangible assets, net of associated deferred tax 
liabilities (5.8) (5.2)

Decrease/(increase) in foreseeable dividend (1) 6.7 (6.7)

Movement in Additional Tier 1 capital:

Capital securities 125.0 -

Total Tier 1 capital at 31 December 556.4 367.6

(1) Under the Regulatory Technical Standards on own funds, a deduction has been recognised at 31 December 2016 for a 
foreseeable dividend being the proposed final dividend as set out in the Group’s Annual Report and Accounts.
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Table LRSum: Summary reconciliation of accounting assets and leverage ratio exposures

Bank
£ million

Applicable 
amount

31 December 2017

Applicable 
amount 

31 December 2016
Total assets as per published financial statements 5,701.4 4,625.0

Adjustment for derivative financial instruments 0.4 (3.9)
Adjustment for securities financing transactions 
(“SFTs”) - 0.6

Adjustment for off-balance sheet items (i.e. conversion 
to credit equivalent amounts of off-balance sheet 
exposures)

224.7 171.6

Other adjustments (44.6) (38.8)

Leverage ratio total exposure measure 5,881.9 4,754.5
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Table LRCom: Leverage ratio common disclosure

Bank
£ million

CRR leverage 
ratio exposure    

31 December 2017

CRR leverage 
ratio exposure

31 December 2016
On-balance sheet exposures (excluding derivatives 
and SFTs):
On-balance sheet items (excluding derivatives, SFTs 
and fiduciary assets, but including collateral) 5,699.6 4,619.8

Asset amounts deducted in determining Tier 1 capital (44.6) (38.8)
Total on-balance sheet exposures (excluding 
derivatives, SFTs and fiduciary assets) 5,655.0 4,581.0

Derivatives exposures:
Replacement cost associated with all derivatives 
transactions (i.e. net of eligible cash variation margin) 0.1 1.3

Add-on amounts for PFE associated with all 
derivatives transactions (mark- to-market method) 2.1 -

Total derivative exposures 2.2 1.3

Securities financing transaction exposures:

Counterparty credit risk exposure for SFT assets - 0.6

Total securities financing transaction exposures - 0.6

Other off-balance sheet exposures:

Off-balance sheet exposures at gross notional amount 449.4 343.1
Adjustments for conversion to credit equivalent 
amounts (224.7) (171.5)

Total other off-balance sheet exposures 224.7 171.6

Capital and total exposure measure:

Total Tier 1 capital 556.4 367.6

Leverage ratio total exposure measure 5,881.9 4,754.5

Leverage ratio 9.5% 7.7%
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APPENDIX 2: EBA REGULATORY CAPITAL STATEMENT OF 
FINANCIAL POSITION RECONCILIATION

Bank
£ million

Statement of 
financial 
position 

extract                    
31 December 

2017

Statement of 
financial 
position 

components         
31 December 

2016

                       
Reference

Assets

Intangible assets 44.6 38.8

of which: deduction from CET1 capital 44.6 38.8 A

Deferred tax assets 15.7 18.5

of which: deferred tax liability - intangible assets - - B

of which: deferred tax liability - pension related - - C

Prepayments, accrued income and other assets 5,641.1 4,567.7

of which: defined-benefit pension fund assets - - D

Total assets 5,701.4 4,625.0

Liabilities

Subordinated debt liability 76.1 76.1

of which: Tier 2 capital 75.0 76.1 E

Total liabilities 5,100.4 4,211.9

Equity

Called up share capital 175.5 175.5

of which: amount eligible for CET1 capital 175.5 175.5 F

Capital securities 125.0 - G

Share premium account 81.0 81.0

of which: amount eligible for CET1 capital 81.0 81.0 H

Retained earnings 201.2 145.8 I

Other reserves 18.3 10.8 J

of which: exchange movements reserve - - K

of which: cash flow hedging reserve - - L

of which: share based awards reserve - - M

Total equity 601.0 413.1

Total liabilities and equity 5,701.4 4,625.0

Non-statement of financial position items:

Foreseeable dividend - 6.7 N

Prudent valuation adjustment - - O
Letters in the “Reference” column in the above table cross reference to the capital table on the 
following page to show how the Group’s regulatory capital is derived from the Group’s statement of 
financial position.  The Bank’s regulatory capital requirement is shown in Appendix 1. 
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Bank
£ million

Statement of 
financial 
position 

components         
31 December 

2017

                       
Reference

Capital instruments and the related share premium accounts 274.8 F+H+J

Retained earnings 201.2 I

Accumulated other comprehensive income and other reserves - K+L+M

Intangible assets net of associated deferred tax liabilities (44.6) A+B

Foreseeable dividend - N

Pension asset net of associated deferred tax liabilities - C+D

Cash flow hedging reserve not recognised - L

Prudent valuation adjustments - O

CET1 capital 431.4

Capital securities 125.0 G

Additional Tier 1 capital 125.0

Total Tier 1 capital 556.4

Qualifying own funds instruments included in consolidated Tier 2 
capital issued by subsidiaries and held by third parties 75.0 E

Collective impairment allowance 11.0

Tier 2 capital 86.0

Total regulatory capital 642.4
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APPENDIX 3: OWN FUNDS DISCLOSURES

TABLE 1: CAPITAL INSTRUMENTS MAIN FEATURES TEMPLATE

Capital Instruments main features template
1 Issuer Shawbrook 

Group plc
Shawbrook 
Group plc

Shawbrook 
Group plc

2
Unique identifier (e.g. CUSIP, ISIN or 
Bloomberg identifier for private 
placement)

None XS1731676794 XS1303933573

3 Governing law(s) of the instrument English English English

Regulatory treatment

4 Transitional CRR rules Common Equity 
Tier 1 Additional Tier 1 Tier 2

5 Post-transitional CRR rules Common Equity 
Tier 1 Additional Tier 1 Tier 2

6 Eligible at solo/(sub-) consolidated/ 
solo&(sub-) consolidated

Consolidated Solo & 
Consolidated

Solo & 
Consolidated

7 Instrument type (types to be specified by 
each jurisdiction) Ordinary shares

Perpetual 
subordinated 
capital 
securities

Subordinated 
debt

8
Amount recognised in regulatory capital 
(currency in million, as of most recent 
reporting date)

£89.8 £124.0 £74.2

9 Nominal amount of instrument £0.01 £125.0 £75.0

9a Issue price N/A 100% of nominal 
amount

100% of nominal 
amount

9b Redemption price N/A
Par plus accrued 
but unpaid 
interest

Par plus accrued 
but unpaid 
interest

10 Accounting classification Shareholders’ 
equity

Shareholders’ 
equity

Liability – 
amortised cost

11 Original date of issuance 31 March 2015 8 December 
2017 28 October 2015

12 Perpetual or dated Perpetual Perpetual Dated

13 Original maturity date No maturity No maturity 28 October 2025

14 Issuer call subject to prior supervisory 
approval No Yes Yes

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

8 December 
2022; par 
regulatory/ tax 
call

28 October 2020; 
par regulatory/ 
tax call

16 Subsequent call dates, if applicable N/A Each reset date 
thereafter None
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Coupons / dividends

17 Fixed or floating dividend/coupon Discretionary 
dividend amount Fixed Fixed

18 Coupon rate and any related index N/A

7.875% fixed 
rate up to (but 
excluding) the 
first reset date 
payable semi-
annually in 
arrears. Reset 
on each reset 
date to relevant 
reset reference 
rate and 
applicable 
margin

8.5% fixed rate 
up to (but 
excluding) the 
optional call 
date payable 
semi-annually in 
arrears. Reset 
on the optional 
call date to the 
sum of the GBP 
5 year swap rate 
plus the reset 
margin payable 
semi-annually in 
arrears

19 Existence of a dividend stopper N/A No No

20a Fully discretionary, partially discretionary 
or mandatory (in terms of timing)

Fully 
discretionary

Fully 
discretionary

Fully 
discretionary

20b Fully discretionary, partially discretionary 
or mandatory (in terms of amount)

Fully 
discretionary

Fully 
discretionary

Non-
discretionary

21 Existence of step up or other incentive to 
redeem N/A No No

22 Noncumulative or cumulative N/A Non-cumulative Non-cumulative

23 Convertible or non-convertible N/A Non-convertible Non-convertible

24 If convertible, conversion trigger(s) N/A N/A N/A

25 If convertible, fully or partially N/A N/A N/A

26 If convertible, conversion rate N/A N/A N/A

27 If convertible, mandatory or optional 
conversion N/A N/A N/A

28 If convertible, specify instrument type 
convertible into N/A N/A N/A

29 If convertible, specify issuer of 
instrument it converts into N/A N/A N/A

30 Write-down features N/A Yes

None 
contractual, 
statutory via 
bail-in

31 If write-down, write-down trigger(s) N/A
Group CET1 
ratio below 
7.00%

N/A

32 If write-down, full or partial N/A Fully N/A

33 If write-down, permanent or temporary N/A Permanent N/A

34 If temporary write-down, description of 
write-up mechanism N/A N/A N/A

35
Position in subordination hierarchy in 
liquidation (specify instrument type 
immediately senior to instrument)

Additional Tier 1 
instruments

Subordinated 
debt Senior secured

36 Non-compliant transitioned features No No No

37 If yes, specify non-compliant features N/A N/A N/A
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TABLE 2: TRANSITIONAL OWN FUNDS DISCLOSURE TEMPLATE

Transitional Own Funds Disclosure template

Common Equity Tier 1 capital: instruments and reserves
31 December 

2017 
 £ million

1 Capital instruments and the related share premium accounts 89.8

of which: Ordinary shares 89.8

2 Retained earnings 409.3

3 Accumulated other comprehensive income (and other reserves, to include unrealised 
gains and losses under the applicable accounting standards)

3a Funds for general banking risk

4 Amount of qualifying items referred to in Article 484 (3) and the related share premium 
accounts subject to phase out from common equity tier 1 capital
Public sector capital injections grandfathered until 1 January 2018

5 Minority Interests (amount allowed in consolidated common equity tier 1 capital)

5a Independently reviewed interim profits net of any foreseeable charge or dividend

6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 499.1

Common Equity Tier 1 (CET1) capital: regulatory adjustments
31 December 

2017 
 £ million

7 Additional value adjustments

8 Intangible assets (net of related tax liability) (65.7)

9 Empty Set in the EU

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)

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

12 Negative amounts resulting from the calculation of expected loss amounts

13 Any increase in equity that results from securitised assets

14 Gains or losses on liabilities valued at fair value resulting from changes in own credit 
standing

15 Defined-benefit pension fund assets

16 Direct and indirect holdings by an institution of own common equity tier 1 capital 
instruments

17
Holdings of the common equity tier 1 capital 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

18

Direct and indirect holdings by the institution of the common equity tier 1 capital 
instruments of financial sector entities where the institution does not have a significant 
investment in those entities (amount above the 10% threshold and net of eligible short 
positions)

19

Direct, indirect and synthetic holdings by the institution of the common equity tier 1 
capital 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)

20 Empty Set in the EU

20a Exposure amount of the following items which qualify for a RW of 1250%, where the 
institution opts for the deduction alternative
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Common Equity Tier 1 (CET1) capital: regulatory adjustments (continued)
31 December 

2017 
 £ million

20b of which: qualifying holdings outside the financial sector

20c of which: securitisation positions

20d of which: free deliveries

21 Deferred tax assets arising from temporary differences (amount above 10% threshold, 
net of related tax liability where the conditions in 38 (3) are met)

22 Amount exceeding the 15% threshold

23
of which: direct and indirect holdings by the institution of the common equity tier 1 
capital instruments of financial sector entities where the institution has a significant 
investment in those entities

24 Empty Set in the EU

25 of which: deferred tax assets arising from temporary differences

25a Losses for the current financial year

25b Foreseeable tax charges relating to common equity tier 1 capital items

26 Regulatory adjustments applied to common equity tier 1 in respect of amounts subject 
to pre-CRR treatment

26a Regulatory adjustments relating to unrealised gains and losses pursuant to Articles 
467 and 468
Of which: filter for unrealised loss

Of which: filter for unrealised gain

26b Amount to be deducted from or added to common equity tier 1 capital with regard to 
additional filters and deductions required pre CRR of which:

27 Qualifying additional tier 1 capital deductions that exceed the additional tier 1 capital 
of the institution

28 Total regulatory adjustments to common equity tier 1 capital (65.7)

29 Common equity tier 1 capital 433.4

Additional tier 1 capital: instruments
31 December 

2017 
 £ million

30 Capital instruments and the related share premium accounts 124.0

31 of which: classified as equity under applicable accounting standards 124.0

32 of which: classified as liabilities under applicable accounting standards

33 Amount of qualifying items referred to in Article 484 (4) and the related share premium 
accounts subject to phase out from additional tier 1 capital. 
Public sector capital injections grandfathered until 1 January 2018

34
Qualifying Tier 1 capital included in consolidated additional tier 1 capital (including 
minority interests not included in row 5) issued by subsidiaries and held by third 
parties

35 of which: instruments issued by subsidiaries subject to phase out

36 Additional tier 1 capital before regulatory adjustments 124.0
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Additional tier 1 capital: regulatory adjustments
31 December 

2017 
 £ million

37 Direct and indirect holdings by an institution of own additional tier 1 capital 
instruments

38
Holdings of the additional tier 1 capital 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

39
Direct and indirect holdings of the additional tier 1 capital instruments of financial 
sector entities where the institution does not have a significant investment in those 
entities (amount above the 10% threshold and net of eligible short positions)

40
Direct and indirect holdings by the institution of the additional tier 1 capital instruments 
of financial sector entities where the institution has a significant investment in those 
entities (amount above the 10% threshold net of eligible short positions)

41
Regulatory adjustments applied to additional tier 1 capital in respect of amounts 
subject to pre-CRR treatment and transitional treatments subject to phase out as 
prescribed in Regulation (EU) No 575/2013 (i.e. CRR residual amounts)

41a
Residual amounts deducted from additional tier 1 capital with regard to deduction from 
common equity tier 1 capital during the transitional period pursuant to article 472 of 
Regulation (EU) No 575/2013 
of which items to be detailed line by line, e.g. Material net interim losses, intangibles, 
shortfall of provisions to expected losses etc

41b
Residual amounts deducted from additional tier 1 capital with regard to deduction from 
tier 2 capital during the transitional period pursuant to article 475 of Regulation (EU) 
No 575/2013 
of which items to be detailed line by line, e.g. Reciprocal cross holdings in tier 2 
capital instruments, direct holdings of non-significant investments in the capital of 
other financial sector entities, etc

41c Amount to be deducted from or added to additional tier 1 capital with regard to 
additional filters and deductions required pre- CRR 

of which: …possible filter for unrealised losses 

of which: …possible filter for unrealised gains                                

42 Qualifying tier 2 capital deductions that exceed the tier 2 capital of the institution

43 Total regulatory adjustments to Additional Tier 1 (AT1) capital -

44 Additional Tier 1 (AT1) capital 124.0

45 Tier 1 capital 557.4

Tier 2 capital: instruments and provisions
31 December 

2017 
 £ million

46 Capital instruments and the related share premium accounts 74.2

47 Amount of qualifying items referred to in Article 484 (5) and the related share premium 
accounts subject to phase out from tier 2 capital

Public sector capital injections grandfathered until 1 January 2018

48
Qualifying own funds instruments included in consolidated tier 2 capital (including 
minority interests and additional tier 1 capital instruments not included in rows 5 or 34) 
issued by subsidiaries and held by third parties

49 of which: instruments issued by subsidiaries subject to phase out

50 Credit risk adjustments 11.1

51 Tier 2 capital before regulatory adjustments 85.3
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Tier 2 capital: regulatory adjustments
31 December 

2017 
 £ million

52 Direct and indirect holdings by an institution of own tier 2 capital instruments and 
subordinated loans

53
Holdings of the tier 2 capital 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

54
Direct and indirect holdings of the tier 2 capital 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)

54a of which new holdings not subject to transitional arrangements

54b of which holdings existing before 1 January 2013 and subject to transitional 
arrangements

55
Direct and indirect holdings by the institution of the tier 2 capital instruments and 
subordinated loans of financial sector entities where the institution has a significant 
investment in those entities (net of eligible short positions)

56
Regulatory adjustments applied to tier 2 capital in respect of amounts subject to pre-
CRR treatment and transitional treatments subject to phase out as prescribed in 
Regulation (EU) No 575/2013 (i.e. CRR residual amounts)

56a
Residual amounts deducted from tier 2 capital with regard to deduction from common 
equity tier 1 capital during the transitional period pursuant to article 472 of Regulation 
(EU) No 575/2013
Of which items to be detailed line by line, e.g. reciprocal cross holdings in additional 
tier 1 capital instruments, direct holdings of non-significant investments in the capital 
of other financial sector entities, etc

56b
Residual amounts deducted from tier 2 capital with regard to deduction from 
Additional tier 1 capital during the transitional period pursuant to article 475 of 
Regulation (EU) No 575/2013 
Of which items to be detailed line by line, e.g. reciprocal cross holdings in additional 
tier 1 capital instruments, direct holdings of non-significant investments in the capital 
of other financial sector entities, etc

56c Amount to be deducted from or added to tier 2 capital with regard to additional filters 
and deductions required pre CRR 

of which: …possible filter for unrealised losses 

of which: …possible filter for unrealised gains                                

57 Total regulatory adjustments to tier 2 capital -

58 Tier 2 capital 85.3

59 Total capital 642.7

59a

Risk weighted assets in respect of amounts subject to pre-CRR treatment and 
transitional treatments subject to phase out as prescribed in Regulation (EU) No 
575/2013 (i.e. CRR residual amounts) 

of which: items not deducted from CET1 capital (Regulation (EU) No 575/2013 
residual amounts)
of which: items not deducted from AT1 capital items (Regulation (EU) No 575/2013 
residual amounts)
Items not deducted from T2 capital items (Regulation (EU) No 575/2013 residual 
amounts)

60 Total risk weighted assets 3,361.7
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Capital ratios and buffers
31 December 

2017 
 £ million

61 Common equity tier 1 (as a percentage of risk exposure amount) 12.89%

62 Tier 1 (as a percentage of risk exposure amount) 16.58%

63 Total capital (as a percentage of risk exposure amount) 19.12%

64

Institution specific buffer requirement (common equity tier 1 capital requirement in 
accordance with article 92 (1) (a) plus capital conservation and countercyclical buffer 
requirements, plus systemic risk buffer, plus the systemically important institution 
buffer (G-SII or O-SII buffer), expressed as a percentage of risk exposure amount)

5.75%

65 of which: capital conservation buffer requirement 1.25%

66 of which: countercyclical buffer requirement 0.00%

67 of which: systemic risk buffer requirement

67a of which: Global Systemically Important Institution (G-SII) or Other Systemically 
Important Institution (O-SII) buffer

68 Common equity tier 1 available to meet buffers (as a percentage of risk exposure 
amount) 8.39%

69 non relevant in EU regulation

70 non relevant in EU regulation

71 non relevant in EU regulation

Amounts below the thresholds for deduction (before risk weighting)
31 December 

2017 
 £ million

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)

73

Direct and indirect holdings by the institution of the common equity tier 1 capital 
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)

74 Empty Set in the EU

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) 15.7

Applicable caps on the inclusion of provisions in tier 2 capital
31 December 

2017 
 £ million

76 Credit risk adjustments included in tier 2 capital in respect of exposures subject to 
standardised approach (prior to the application of the cap) 11.1

77 Cap on inclusion of credit risk adjustments in tier 2 capital under standardised 
approach 38.2

78 Credit risk adjustments included in tier 2 capital in respect of exposures subject to 
internal ratings-based approach (prior to the application of the cap)

79 Cap for inclusion of credit risk adjustments in tier 2 capital under internal ratings-
based approach

Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 
2013 and 1 Jan 2022)

31 December 
2017 

 £ million

80 Current cap on common equity tier 1 capital instruments subject to phase out 
arrangements

81 Amount excluded from common equity tier 1 capital due to cap (excess over cap after 
redemptions and maturities)

82 Current cap on additional tier 1 capital instruments subject to phase out arrangements
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Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 
2013 and 1 Jan 2022) (continued)

31 December 
2017 

 £ million

83 Amount excluded from additional tier 1 capital due to cap (excess over cap after 
redemptions and maturities)

84 Current cap on tier 2 capital instruments subject to phase out arrangements

85 Amount excluded from tier 2 capital due to cap (excess over cap after redemptions 
and maturities)


