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1. Introduction 
 
This document presents consolidated Pillar 3 disclosures for Shawbrook Group plc and its subsidiaries 
(together, the ‘Group’) for the 12-month reporting period ended 31 December 2021.  
 
Appendix 4 to this document also provides reduced disclosures for Shawbrook Bank Limited for the same 
reporting period. Shawbrook Bank Limited is the principal regulated subsidiary of the Group.  
 
Purpose 
The Basel framework aims to strengthen the regulation, supervision and risk management of banks and is 
organised around three pillars:  
• Pillar 1: defines the minimum regulatory capital requirements, including risk-weighted assets, that firms 

are required to hold for credit risk, counterparty credit risk, market risk and operational risk.  
• Pillar 2: builds on Pillar 1 and incorporates the Group’s own assessment of additional capital resources 

required to cover specific risks that are not covered by the minimum regulatory capital requirements set 
out under Pillar 1. The amount of any additional capital requirement is also assessed by the Prudential 
Regulation Authority (PRA) during its Supervisory Review and Evaluation Process and is used to 
determine the overall capital resources required by the Group. 

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

 
The disclosures provided in this document are prepared in order to satisfy Pillar 3 of the framework. 
 
This document should be read in conjunction with the Group’s 2021 Annual Report and Accounts, which are 
available on the Group’s website at: www.shawbrook.co.uk/investors/  
 
Basis of preparation 
The Bank of England and PRA issued a joint Statement of Policy in December 2020, which sets out their 
agreed approach following the UK’s withdrawal from the European Union (EU) and the end of the transition 
period on 31 December 2020. The document states that the Bank of England and PRA expect firms to continue 
to make every effort to comply with existing EU guidelines and recommendations that are applicable as at the 
end of the transition period, to the extent that these remain relevant. The document also confirms that the Bank 
of England and PRA do not expect firms to comply with changes to existing guidelines and recommendations 
or new guidelines and recommendations issued by EU authorities after the end of the transition period.  
 
In light of the above, the 2021 Pillar 3 Disclosures are prepared in accordance with the requirements of the 
Capital Requirements Directive (CRD V) and Part 8 of the Capital Requirements Regulation (CRR) and are 
based on the relevant EU guidelines and recommendations that were approved by the EU Commission at the 
end of the transition period. It should be noted that the EU guidelines and recommendations referred to only 
apply to global and other systemically important institutions (G-SII and O-SII) and any other institution that has 
been advised by competent authorities. Whilst this does not explicitly apply to the Group, the disclosure 
templates have been adopted and disclosed within this document where appropriate and practicable. 
 
The reporting period for the 2021 Pillar 3 disclosures is the 12 months ended 31 December 2021. All amounts 
presented in the disclosures are rounded to the nearest million, except where otherwise indicated. Descriptions 
of the Group’s governance, methods and processes reflect the situation as at 31 December 2021, unless 
otherwise stated. There are no current, or foreseen, material practical or legal impediments to the prompt 
transfer of own funds, or repayment of liabilities, among Shawbrook Group plc or any of its subsidiaries.  
 
Basis of consolidation 
The PRA supervises Shawbrook Group plc on a consolidated basis only, with capital requirements set for the 
Group as a whole and information reported to the PRA at a consolidated Group level only. Correspondingly, 
the Pillar 3 disclosures for Shawbrook Group plc provided in this document are also presented on a 
consolidated basis only, thus aligning with how the Group reports to its regulator.  
 
There are no differences between the basis of consolidation for accounting and prudential purposes for 
Shawbrook Group plc. All subsidiary companies, including consolidated structured entities, are included in the 
Pillar 3 disclosures and all subsidiaries are consolidated in full. Details of the basis of consolidation for 
accounting purposes and a complete list of subsidiary companies are provided in the Group’s 2021 Annual 
Report and Accounts in Note 7(a) and Note 46 of the Financial Statements, respectively. 
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1. Introduction (continued) 
 
Shawbrook Bank Limited, the principal regulated subsidiary of the Group, is also supervised by the PRA on a 
‘partially’ consolidated basis as fully detailed in Appendix 4. Disclosures for Shawbrook Bank Limited in this 
document are presented on the same basis as reported to its regulator.  
 
Scope of disclosures 
The 2021 Pillar 3 Disclosures comprise all information required under Pillar 3 in the UK, both quantitative and 
qualitative, for the Group (i.e. on a consolidated basis only).  
 
The PRA allows certain Pillar 3 requirements to be met by inclusion within the Annual Report and Accounts. 
Where disclosure requirements have been met by publication in the Group’s 2021 Annual Report and 
Accounts, cross reference is provided in this document to signpost to the relevant section and/or page number.  
 
Certain disclosures have been omitted where they are not regarded as material, or are regarded as proprietary 
or confidential, as permitted by Article 432 of the CRR and the European Banking Authority (EBA) guidelines 
on materiality, proprietary and confidentiality and on disclosure frequency. Disclosures that have been omitted 
and the grounds for omission are set out in Appendix 5.  
 
In accordance with Article 13 of the CRR, the 2021 Pillar 3 Disclosures also provide reduced disclosures for 
Shawbrook Bank Limited, the principal regulated subsidiary of the Group. Such disclosures are provided in 
Appendix 4.  
 
Frequency of disclosures 
The Pillar 3 disclosures are published annually, concurrently with the Group’s 2021 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. 
 
Regulatory changes 
Regulatory changes during the year 
During 2021, the following regulatory changes came into effect: 
• In June 2021, the Group implemented the revised SME supporting factor set out in the amendments to 

Article 501 of the CRR.  
• CRD V introduced a new requirement relating to certain holding companies of PRA regulated entities 

established in the UK (referred to as parent financial holding companies or parent mixed financial holding 
companies). Companies in scope of the new requirement will become subject to licensing obligations and 
ongoing supervision by the PRA. Relevant companies were required to apply to the PRA for either 
approval or exemption from the new requirement. The Group concluded that the new requirement applied 
to Shawbrook Group plc and applied for approval prior to the June 2021 deadline. The PRA confirmed 
that Shawbrook Group plc was approved as a financial holding company in December 2021. 

• Throughout 2021, the Group maintained focus on its Climate Change Implementation Plan and, by the 
end of 2021, achieved compliance with SS3/19 ‘Enhancing banks’ and insurers’ approaches to managing 
the financial risks from climate change’ following completion of the tier 1 items. Work will continue in 2022, 
with focus placed on the tier 2 and tier 3 items, ensuring full embedding within business processes, as 
well as extending the climate focus beyond credit risk. Additional information can be found in the Group’s 
2021 Annual Report and Accounts in the ESG Report starting on page 28. 

 
Future regulatory changes 
The Group continues to operate its Regulatory Change Working Group, the role of which is to identify future 
regulatory changes and support the development of the Group’s regulatory compliance framework to meet 
these changes.  
 
Future regulatory changes identified, that are relevant to the Group, are as follows: 
• From January 2022, the revised Capital Requirements Regulation (CRR II) will come into effect, as set 

out PS22/21 ‘Implementation of Basel standards: Final rules’. The CRR II changes will require the Group 
to implement new rules associated with the net stable funding ratio (NSFR), counterparty credit risk and 
large exposures, however it is not expected that this will have any material impacts. Specifically in relation 
to Pillar 3 Disclosures, for the Group’s 2022 Pillar 3 disclosures, the Group will implement the new UK 
Pillar 3 disclosure templates and instructions as issued in PS22/21. 
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1. Introduction (continued) 
 
• The latest Regulatory Initiatives Grid (published in November 2021) stated that the consultation paper to 

support the implementation of Basel 3.1 would be delayed until Q4 2022 (previously scheduled for 
October 2021) and that implementation would not take place until late 2023 at the earliest. The Group’s 
planning assumption is that implementation will be aligned with the EU on 1 January 2025. 

• In December 2021, the Financial Policy Committee announced an increase in the UK countercyclical 
capital buffer from 0% to 1% with effect from December 2022. It also announced that, absent from any 
changes in the economic environment, it would expect to increase the UK countercyclical capital buffer 
from 1% to 2% with effect from June 2023 to reflect a more standard environment.  

• Following the PRA’s publication of PS21/21 ‘The UK leverage ratio framework’, as of 1 January 2022, the 
Group will calculate its leverage ratio based on the guidelines contained within the policy statement by 
recalibrating from a 3% to a 3.25% minimum leverage ratio and excluding central bank claims as long as 
they are matched by liabilities of the same currency and equal or longer maturity. As at 31 December 
2021, the Group held £1.7 billion of central bank claims that would have been eligible to exclude, which 
would have increased the leverage ratio by c. 1.3%. 

• In March 2021, the PRA published SS2/21 ‘Outsourcing and third party risk management’, which sets out 
the PRA’s expectations on how regulated firms should comply with regulatory requirements and 
expectations relating to outsourcing and third-party management. The Group will deliver the changes that 
are required to meet the requirements of SS2/21 in its existing contracts by 31 March 2022.  

• Also in March 2021, the PRA and Financial Conduct Authority (FCA) published their aligned policy 
statements (‘PS6/21 Operational resilience: Impact tolerances for important business services’ and 
PS21/3 ‘Building operational resilience’, respectively) and associated supervisory rules related to 
operational resilience. These requirements set out expectations for firms to identify and enhance their 
operational resilience in order to mitigate impacts in the face of severe but plausible operational disruption. 
The Group has addressed the requirements to comply with the 31 March 2022 regulatory milestone and 
has developed a roadmap to deliver improved operational resilience by the 31 March 2025 to meet 
regulatory expectations. 

• In May 2021, the PRA published SS4/21 ‘Ensuring operational continuity in resolution’, which aligns with 
other regulatory publications in 2021 to ensure the identification and effective management of operational 
arrangements to facilitate recovery and resolution. The Group continues to build a cohesive action plan 
and workstream to deliver on the requirements ahead of the 1 January 2023 deadline. 

 
Summary of risk profile 
The Group seeks to manage the risks inherent in its business activities and operations through close and 
disciplined risk management. This aims to quantify the risks taken, manage and mitigate them as far as 
possible and then price appropriately for the residual level of risk carried in order to produce an appropriate 
commercial return through the cycle.  
 
The Group’s approach to risk management continued to evolve in 2021, with further investment in key areas 
such as climate change, financial crime controls, operational resiliency, information security and technology. 
 
Effective risk management is recognised as being key to the execution of the Group’s strategy. Monitoring and 
control of risk is a fundamental part of the Group’s risk management process and all senior management are 
involved in the development and implementation of the Risk Management Framework and in monitoring its 
application. Following review of the 2021 attestation, the Risk Committee concluded that the Risk Management 
Framework continues to operate effectively, is appropriate for a bank of this size and complexity and is 
sufficient to support the Group’s objectives. The Risk Management Framework was enhanced during the year 
to reflect the incorporation of climate change as a cross cutting risk across the Group’s principal risks, 
organisational changes, updates to risk appetite and to cover key areas like horizon risks. 
 
Further details regarding the Group’s approach to risk management are provided in Section 2 ‘risk governance, 
management objectives and oversight’ and in the Group’s 2021 Annual Report and Accounts in the Risk Report 
starting on page 94.  
 
The key risk metrics for the Group are set out in Section 3 ‘key risk metrics’. The Group has complied with all 
externally imposed capital requirements to which it is subject to in both the reported years. 
 
An overview of the Group’s key financial data can be found in the ‘Financial Performance’ section of the 
Group’s website at: www.shawbrook.co.uk/investors/ 
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1. Introduction (continued) 
 
Review and challenge 
The Group is committed to a robust internal controls framework to ensure that external reports and disclosures 
are subject to adequate verification and comply with the relevant standards and regulations.  
 
As an external publication, the 2021 Pillar 3 Disclosures have been subject to internal verification and have 
been reviewed by the Group Risk Management Committee and Audit Committee prior to recommendation for 
approval by the Board. In addition, the Remuneration disclosures in Section 13 ‘remuneration’ have been 
reviewed by the Remuneration Committee. The governance in place allows for sufficient challenge and 
oversight prior to publication on the Group’s website at: www.shawbrook.co.uk/investors/ 
 
The disclosures provided in this document are not required to be, and 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 2021 Annual Report and Accounts, which are subject to external audit.  
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2. Risk governance, management objectives and oversight  
 
Risk governance describes the architecture through which the Board allocates and delegates primary 
accountability, responsibility and authority for risk management across the Group. 
 
Responsibility for risk oversight is delegated from the Board to the Risk Committee and Audit Committee. 
Ultimate responsibility for risk remains with the Board. 
 
Accountability, responsibility and authority for risk management is delegated to the Chief Executive Officer and 
Chief Risk Officer, who in turn allocate responsibility for oversight and certain approvals across a number of 
management committees. The Managing Directors of each customer franchise are assigned the designated 
role of SMF18 (‘other overall responsibility function’). 
 
Authority and responsibility for material operational risk management, decision-making and risk assurance is 
vested in the Chief Risk Officer and the risk function. Lesser levels of authority are cascaded to senior 
management within the first line of defence. 
 
Oversight of the Group’s principal risks is illustrated below. Climate risk is embedded in each of the principal 
risks and is overseen by the Chief Risk Officer. 
 

 
 
These bodies and senior officers are accountable and responsible for ensuring that the day-to-day 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 important in 
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 Managers and Certification 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.  



  

Shawbrook Group plc Pillar 3 Disclosures 2021 9 

2. Risk governance, management objectives and oversight (continued) 
 
Risk Committee  
The Risk Committee has responsibility for, among other things, advising the Board on the Group’s overall risk 
appetite and strategy. The Risk Committee reviews 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 any material breaches of risk limits. 
 
The terms of reference of the Risk Committee cover such matters as membership and the frequency of 
meetings, 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 Risk Committee to carry out its responsibilities. The Risk Committee’s 
full terms of reference are available on the Group’s website at: www.shawbrook.co.uk/investors/ 
 
The Risk Committee meets regularly throughout the year. Meetings are scheduled at times and with such 
frequency as determined by the Committee, with sufficient notice given to its members. The Risk Committee 
meetings are held, where possible, alongside the Audit Committee meetings to ensure that the work of the two 
committees is coordinated and consistent. The Risk Committee also continues to support a number of working 
groups to enable members to devote additional time to more technical topics and thematic reviews.  
 
The Risk Committee comprises six members who are Non-Executive Directors, of which two are institutional 
members. The members are Paul Lawrence (Independent Non-Executive Director), Robin Ashton (Senior 
Independent Director), Andrew Didham (Independent Non-Executive Director), Michele Turmore (Independent 
Non-Executive Director), Lindsey McMurray (Institutional Director) and Cédric Dubourdieu (Institutional 
Director). The Risk Committee is chaired by Paul Lawrence. The Chief Risk Officer reports to the Chief 
Executive Officer and reports independently to the Non-Executive Chair of the Risk Committee, and also has 
unfettered access to the Chairman of the Board. 
 
In the year ended 31 December 2021, the Risk Committee held seven scheduled meetings, one additional 
meeting and nine working groups. Further information on the number of times the Committee met and 
attendees is set out in the Group’s 2021 Annual Report and Accounts in the Corporate Governance Report on 
page 59. 
 
Throughout 2021, the Risk Committee discussed key parts of the risk assessment of the Internal Capital 
Adequacy Assessment Process (ICAAP) and Internal Liquidity Adequacy Assessment Process (ILAAP), 
together with the Group’s risk appetite at a number of working groups, in addition to the scheduled meetings. 
Operational resilience, including the operational resilience roadmap and the list of important business services, 
was also discussed at some of the working groups, to review the delivery of the requirements in associated 
policy statements. 
 
Throughout the year, the Risk Committee has undertaken a robust assessment of the principal risks facing the 
Group and has reviewed reports from the risk function regarding the processes for the management and 
mitigation of those risks. The Risk Committee confirms, through its regular review of the risk profile of the 
Group, the adequacy and effectiveness of the Group’s risk management and internal control arrangements 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. 
 
This document should be read in conjunction with the Risk Report within the Group’s 2021 Annual Report and 
Accounts which provides further insight into risk management strategies, processes, controls and attestations. 
 
Information on number of directorships 
Information on the number of directorships held by members of the management body can be found in Group’s 
2021 Annual Report and Accounts in the Corporate Governance Report starting on page 52. Information on 
the recruitment and selection of the members of the management body together with the Group’s policy on 
diversity are shown in the Group’s 2021 Annual Report and Accounts in the Corporate Governance Report 
starting on page 88. 
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2. Risk governance, management objectives and oversight (continued) 
 
Top and emerging risks 
Top and emerging risks are considered regularly by the Group Risk Management Committee and subsequently 
by the Risk Committee. 
 
Top risks are those risks that could cause the delivery of the Group’s strategy, results of operations, financial 
condition and/or prospects to differ materially from expectations.  
 
The Group sees eight themes as its top risks:  
• Credit impairment 
• Intermediary, outsourcing and operational resiliency  
• Global pandemic risk 
• Geopolitical risk 
• Economic and competitive environment 
• Pace of regulatory change 
• Pace, scale of change and people risk  
• Information and cyber security risk  
 
Additional details of the Group’s top risks are set out in the Group’s 2021 Annual Report and Accounts in the 
Risk Report starting on page 101. 
 
Emerging risks are those that have unknown components, the impact of which could crystallise over a longer 
period and could include certain other factors beyond the Group’s control, including escalation of terrorism or 
global conflicts, natural disasters, epidemic outbreaks and similar events.  
 
The Group has identified two emerging risks: 
• Financial crime 
• Climate risk 
 
Additional details of the Group’s emerging risks are set out in the Group’s 2021 Annual Report and Accounts 
in the Risk Report starting on page 110. 
 
In recent months the Russian invasion of Ukraine and the economic response by the international community 
has created economic uncertainty. Whilst the Group does not have any direct exposure to Russia, Ukraine or 
Belarus, the Group continues to monitor the situation and in response has updated the affordability policy to 
ensure risk appetite remains appropriate and is closely monitoring the cyber perimeter and information security 
risks within the Group. This is captured within the Geopolitical risk theme.  
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3. Key risk metrics 
 
The table below summarises the Group’s key risk metrics as at 31 December. The metrics disclosed are 
presented on a CRD V transitional basis after applying IFRS 9 transitional arrangements. Further details of 
IFRS 9 transitional arrangements are provided in Appendix 3. This includes a comparison of the reported 
capital metrics (including transitional adjustments) to the capital metrics as if IFRS 9 transitional arrangements 
had not been applied (the ‘fully loaded’ basis). 
 

 Key risk metrics 
 

 2021 2020 
Available capital   
Common Equity Tier 1 capital (£m) 778.3 666.3 
Tier 1 capital (£m) 902.3 790.3 
Total capital (£m) 996.4 884.4 
   
Risk-weighted assets   
Total risk-weighted assets (£m) 6,137.6 5,271.7 
   
Capital ratios (as a percentage of risk-weighted exposure amount)   
Common Equity Tier 1 capital ratio (%) 12.7 12.6 
Tier 1 capital ratio (%) 14.7 15.0 
Total capital ratio (%) 16.2 16.8 
   
Leverage ratio   
Leverage ratio (%) 8.0 8.7 
   
Liquidity coverage ratio   
Liquidity coverage ratio (%) 247.8 229.7 

 
The Group complied with all externally imposed capital requirements to which it is subject to in both the 
reported years. 
 
The Group maintained a robust capital position throughout the year with a Common Equity Tier 1 capital ratio 
of 12.7% (2020: 12.6%) and total capital ratio of 16.2% (2020: 16.8%). The slight movement in the capital 
ratios over the year reflects the profit after tax of £149.3 million, offset by growth in risk-weighted assets of 
£865.9 million, the coupon paid on Additional Tier 1 capital securities and a reduction in the transitional IFRS 
9 relief. The transitional arrangements for IFRS 9 increase the Common Equity Tier 1 capital ratio by 0.3% 
(2020: 0.7%) and the total capital ratio by 0.2% (2020: 0.7%).  
 
The Group is not required to comply with the PRA leverage ratio framework; however, the Group maintains its 
returns with prudent levels of leverage. The leverage ratio for the Group is 8.0% (2020: 8.7%), compared to 
the minimum requirement of 3.0%. 
 
The liquidity coverage ratio (LCR) remains prudently positioned at 247.8% (2020: 229.7%). 
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4. Capital resources 
 
Disclosures in this section are presented on a CRD V transitional basis after applying IFRS 9 transitional 
arrangements. Appendix 3 provides additional details regarding the ‘transitional adjustment for IFRS 9’ and 
sets out a comparison of the Group’s reported capital metrics (including transitional adjustments) to the capital 
metrics as if IFRS 9 transitional arrangements had not been applied (the ‘fully loaded’ basis). 
 
Capital composition 
Tier 1 capital 
The Group’s Tier 1 capital comprises issued share capital and associated premiums, the capital contribution 
reserve, retained earnings, Additional Tier 1 capital securities and adjustments as set out by regulatory 
requirements governing capital resources. 
 
Regulatory adjustments are: 
• adjustment to Common Equity Tier 1 capital in respect of intangible assets; and 
• adjustment to Common Equity Tier 1 capital to phase in the impact of IFRS 9 adoption (see Appendix 3).  
 
Tier 2 capital 
The Group’s Tier 2 capital comprises qualifying subordinated debt liabilities. The subordinated debt liability is 
unsecured and ranks behind any claims against the Group from all depositors and creditors. The regulatory 
rules limit the amount of subordinated loan debt being held as qualifying regulatory capital to a maximum of 
25% of total capital. 
 
The following table summarises the composition of the Group’s regulatory capital as at 31 December. Appendix 
1 provides additional details regarding the composition of the Group’s capital and the main features of the 
Group’s capital instruments. 
 

 Capital composition 
 

 
2021 

£m 
2020 

£m 
Common Equity Tier 1 capital   
Share capital 2.5 2.5 
Share premium account 87.3 87.3 
Capital contribution reserve 5.6 - 
Retained earnings 740.8 600.7 
Regulatory adjustments to Common Equity Tier 1 capital   
Intangible assets (75.2) (65.1) 
Transitional adjustment for IFRS 9 17.3 40.9 
Common Equity Tier 1 capital 778.3 666.3 
   
Additional Tier 1 capital   
Capital securities (classified as equity under applicable accounting standards) 124.0 124.0 
Additional Tier 1 capital 124.0 124.0 
   
Total Tier 1 capital 902.3 790.3 
   
Tier 2 capital   
Subordinated debt liability  94.1 94.1 
Tier 2 capital 94.1 94.1 
   
Total regulatory capital  996.4 884.4 
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4. Capital resources (continued) 
 
Movements in regulatory capital 
The following table sets out movements in the Group’s regulatory capital during the year. 
 

 Movements in regulatory capital 
 

 

 
Reconciliation of regulatory capital to statutory equity  
As at 31 December, the Group’s total regulatory capital reconciles to its total equity per the statement of 
financial position in the Group’s consolidated financial statements as follows: 
 

 Reconciliation of regulatory capital to statutory equity 
 

 
2021 

£m 
2020 

£m 
Total regulatory capital 996.4 884.4 
Subordinated debt liability (94.1) (94.1) 
Intangible assets 75.2 65.1 
Transitional adjustment for IFRS 9 (17.3) (40.9) 
Total equity 960.2 814.5 

 
A more detailed reconciliation of the Group’s statement of financial position to its regulatory capital is set out 
in Appendix 2.  
  

    2021 

 

Common Equity 
Tier 1 capital 

£m 

Additional 
Tier 1 capital 

£m 
Tier 2 capital  

£m 
Total capital 

£m 
As at 1 January 666.3 124.0 94.1 884.4 
Increase in capital contribution reserve 5.6 - - 5.6 
Movement in retained earnings:     

Profit for the year  149.3 - - 149.3 
Share-based payments 0.6 - - 0.6 
Coupon paid on capital securities (9.8) - - (9.8) 

Increase in intangible assets, net of 
associated deferred tax liabilities (10.1) - - (10.1) 
Decrease in transitional adjustment for 
IFRS 9 (23.6) - - (23.6) 

As at 31 December 778.3 124.0 94.1 996.4 

    2020 

 

Common Equity 
Tier 1 capital 

£m 

Additional Tier 
1 capital 

£m 
Tier 2 capital  

£m 
Total capital 

£m 
As at 1 January 597.2 124.0 94.4 815.6 
Movement in retained earnings:     

Profit for the year  58.1 - - 58.1 
Share-based payments 0.5 - - 0.5 
Coupon paid on capital securities (9.8) - - (9.8) 

Decrease in intangible assets, net of 
associated deferred tax liabilities 1.5 - - 1.5 

Increase in transitional adjustment for 
IFRS 9 18.8 - - 18.8 

Issuances of subordinated debt - - 75.0 75.0 
Repurchases and redemption of 
subordinated debt - - (75.0) (75.0) 

Other movements - - (0.3) (0.3) 
As at 31 December 666.3 124.0 94.1 884.4 
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4. Capital resources (continued) 
 
Leverage ratio 
The leverage ratio measures the relationship between capital resources and total assets, as well as certain 
off-balance sheet exposures. It is calculated as the ratio of Tier 1 capital to total exposures. Exposures are 
defined as the total on- and off-balance sheet exposures, after the application of credit conversion factors. 
 
The following tables set out details regarding the components used to calculate the Group’s leverage ratio as 
at 31 December. Tables are presented based on the formats set out in the EBA Implementing Technical 
Standards on disclosure of the leverage ratio. For ease of reading, the tables only include items applicable to 
the Group, with nil lines omitted.  
 

 Summary reconciliation of accounting assets and leverage ratio exposures (LRSum)  
 

  
2021 

£m 
2020 

£m 
1 Total assets as per published financial statements 11,029.5 8,937.5 
4 Adjustments for derivative financial instruments 14.0 21.4 

6 Adjustments for off-balance sheet items (i.e. conversion to credit equivalent 
amounts of off-balance sheet exposures) 278.6 200.3 

 Transitional adjustment for IFRS 9 17.3 40.9 
7 Other adjustments (75.2) (65.1) 
8 Leverage ratio exposure 11,264.2 9,135.0 

 
 Leverage ratio common disclosure (LRCom) 

 

  
2021 

£m  
2020 

£m  

 On-balance sheet exposures (excluding derivatives, SFTs and fiduciary 
assets)   

1 On-balance sheet items (excluding derivatives, SFTs and fiduciary assets, 
but including collateral) 11,008.0 8,933.4 

2 Asset amounts deducted in determining Tier 1 capital (75.2) (65.1) 
 Transitional adjustment for IFRS 9 17.3 40.9 

3 Total on-balance sheet exposures (excluding derivatives, SFTs and 
fiduciary assets) 10,950.1 8,909.2 

    
 Derivative exposures   

4 Replacement cost associated with all derivatives transactions (i.e. net of 
eligible cash variation margin) 24.8 16.8 

5 Add-on amounts for potential future exposure (PFE) associated with all 
derivatives transactions (mark-to-market method) 10.7 8.7 

11 Total derivative exposures 35.5 25.5 
    
 Other off-balance sheet exposures   
17 Off-balance sheet exposures at gross notional amount 1,638.2 1,088.7 
18 Adjustments for conversion to credit equivalent amounts (1,359.6) (888.4) 
19 Total other off-balance sheet exposures 278.6 200.3 
    
 Capital and total exposures   
20 Tier 1 capital 902.3 790.3 
21 Leverage ratio total exposure measure 11,264.2 9,135.0 
22 Leverage ratio (%) 8.0% 8.7% 
    

 Choice on transitional arrangements and amount of derecognised 
fiduciary items   

EU-23 Choice on transitional arrangements for the definition of the capital measure Transitional Transitional 
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4. Capital resources (continued) 
 

 Split-up of on-balance sheet exposures (excluding derivatives, SFTs and exempted 
exposures) (LRSpl) 

 

  
2021 

£m  
2020 

£m  

EU-1 Total on-balance sheet exposures (excluding derivatives, SFTs and 
exempted exposures)1, of which: 10,950.1 8,909.2 

EU-3 Banking book exposures, of which: 10,950.1 8,909.2 
EU-4 Covered bonds 392.5 278.8 
EU-5 Exposures treated as sovereigns 1,741.0 1,323.9 
EU-7 Institutions 66.9 91.0 
EU-8 Secured by mortgages of immovable properties 5,627.9 4,643.6 
EU-9 Retail exposures 541.8 659.5 
EU-10 Corporates 1,524.5 1,097.5 
EU-11 Exposures in default 165.7 116.1 

EU-12 Other exposures (e.g. equity, securitisations, and other non-credit obligation 
assets) 889.8 698.8 

 
The level of leverage is actively monitored and regularly assessed alongside capital and capital ratios. The 
purpose of monitoring and managing this metric is to enable regulators to limit the build-up of excessive 
leverage in the banking systems and at individual institutions. The Group manages the risk of excess leverage 
through the development of a forward-looking capital plan and the implementation of risk appetite limits and 
early warning indicators. Leverage is considered in the Group’s financial plans, which are updated annually. 
The leverage ratio is calculated monthly and reported through the Asset and Liability Committee. 
 
As part of the measures to balance risk appetite and support customer needs, the Group carried excess 
liquidity, held at central banks, throughout 2021, which negatively impacts the leverage ratio. As detailed on 
page 6, under the new UK leverage ratio framework, central bank claims that are matched by liabilities of the 
same currency and equal or longer maturity will be excluded from 2022 onwards, which will increase the 
Group’s leverage ratio. 
 
The Group’s leverage ratio has exceeded the CRD V minimum of 3% in both reported years. 
 
Minimum requirement for own funds and eligible liabilities 
The Group’s minimum requirement for own funds and eligible liabilities is its Total Capital Requirement (see 
page 17). 
  

 
1 Includes adjustments for phasing in the impact of IFRS 9 adoption in accordance with EU regulatory transitional arrangements. 
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5. Capital requirements 
 
Capital risk is the risk that the Group has insufficient quantity and quality of capital to cover regulatory 
requirements and/or to support its own growth plans. Exposure to capital risk could arise due to a depletion of 
the Group’s capital resources as a result of the crystallisation of any of the risks to which it is exposed, or an 
increase in minimum capital requirements. 
 
Details regarding capital risk and management are presented below and can also be found in the Group’s 
2021 Annual Report and Accounts in the Risk Report starting on page 156. 
 
Capital management 
The Group’s objective in managing capital is to maintain appropriate levels of capital to support the Group’s 
business strategy and meet regulatory requirements. Capital risk is overseen by the Asset and Liability 
Committee, who monitor the capital position against the Capital Contingency Plan and Recovery Plan triggers 
and limits on a monthly basis. The Asset and Liability Committee also regularly review the forward-looking 
capital surplus in the context of its business plans and ensure that the Group has advance warning of any 
potential capital challenges. The Group’s risk function regularly reviews emerging regulatory change that may 
impact on the capital surplus and undertakes impact assessments. 
 
The Group’s approach to capital management is driven by strategic and organisational requirements, whilst 
also taking into account the regulatory and commercial environments in which it operates. 
 
Internal Capital Adequacy Assessment Process 
The Group undertakes a Group-wide ICAAP 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 customer franchise, 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 Group Risk Management Committee and the Risk Committee before approval by the Board. 
 
Minimum capital requirements 
To determine minimum capital requirements under CRD V, the Group applies the standardised approach to 
measure credit risk, counterparty credit risk and securitisation exposures and the basic indicator approach to 
measure operational risk. Under these approaches the Group calculates its Pillar 1 capital requirement based 
on 8% of total risk-weighted assets. The Group does not meet the threshold for market risk and therefore does 
not have any capital requirements for market risk. 
 
The table below provides an overview of risk-weighted assets and minimum Pillar 1 capital requirements as at 
31 December. The table is presented based on the format set out in the EBA guidelines on disclosure 
requirements under Part Eight of Regulation (EU) No 575/2013. For ease of reading, the table only includes 
items applicable to the Group, with nil lines omitted. 
 

 Overview of risk-weighted assets (EU OV1) and minimum capital requirements under Pillar 1 
 

  Risk-weighted assets  
Minimum capital 

requirements 

  
 2021  

£m 
2020 

£m  
 2021  

£m 
2020 

£m 
1 Credit risk (excluding counterparty credit risk) 5,583.0 4,748.1  446.6 379.8 
2 of which: standardised approach 5,583.0 4,748.1  446.6 379.8 
       
6 Counterparty credit risk 1.0 2.6  0.1 0.2 
12 of which: credit valuation adjustment 1.0 2.6  0.1 0.2 
       

14 Securitisation exposures in the banking 
book 20.9 15.9  1.7 1.3 

18 of which: standardised approach 20.9 15.9  1.7 1.3 
       
23 Operational risk 532.7 505.1  42.6 40.4 
24 of which: basic indicator approach 532.7 505.1  42.6 40.4 
       
29 Total 6,137.6 5,271.7  491.0 421.7 
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5. Capital requirements (continued) 
 
Additional information on each component of the Group’s risk-weighted assets is provided in the following 
sections: 
• Credit risk: Section 6 ’credit risk’ 
• Counterparty credit risk: Section 7 ‘counterparty credit risk’ 
• Securitisation exposures in the banking book: Section 8 ‘securitisation positions’ 
• Operational risk: Section 9 ‘operational risk 
 
The following table summarises the minimum capital requirements of the Group as at 31 December.  
 

 Minimum capital requirements 
 

 2021  2020 

Minimum requirements 
Common 

Equity Tier 1 
Total 

capital  
Common 

Equity Tier 1 Total capital 
Pillar 1 4.50% 8.00%  4.50% 8.00% 
Pillar 2A 0.60% 1.07%  1.00% 1.78% 
Total Capital Requirement 5.10% 9.07%  5.50% 9.78% 
      
Regulatory capital buffers (see details below)      
Capital conservation buffer 2.50% 2.50%  2.50% 2.50% 
Countercyclical capital buffer - -  - - 
      
Total (excluding PRA buffer)1 7.60% 11.57%  8.00% 12.28% 

 
The Group’s Total Capital Requirement is 9.07%, a reduction of 0.71% from 2020. 
 
The Group’s capital adequacy exceeded the minimum required by the regulators at all times throughout both 
reported years. 
 
Regulatory capital buffers 
Regulatory capital buffers are intended to ensure firms maintain enough capital above their regulatory 
minimum to withstand periods of stress. 
 
The following capital buffers apply to the Group: 
• Capital conservation buffer: The capital conservation buffer is a buffer for all banks that can be used to 

absorb losses while avoiding breaching minimum capital requirements. As at 31 December 2021, the 
buffer was set at 2.50% of risk-weighted assets (2020: 2.50% of risk-weighted assets). 

• Countercyclical capital buffer: The countercyclical capital buffer is intended to protect the banking 
sector against losses that could be caused by cyclical systemic risks. As at 31 December 2021, the 
Group’s countercyclical capital buffer is 0.00% of risk-weighted assets (2020: 0.00% of risk-weighted 
assets). Additional details regarding the calculation of the Group’s countercyclical capital buffer are 
provided below in Table 10 and Table 11.  

 
Additional systemic buffers provided for by CRD V do not apply to the Group.  
 
  

 
1  The Group may be subject to a PRA buffer, as set by the PRA, but is not permitted to disclose the level of such buffer. A PRA buffer 

can consist of two components: a risk management and governance buffer that is set as a scalar of the Pillar 1 and Pillar 2A 
requirements; and a buffer relating to the results of the Bank of England stress tests. 
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5. Capital requirements (continued) 
 
The following tables disclose information relevant for the calculation of the Group’s countercyclical capital 
buffer as at 31 December. The tables are presented based on the format set out in the EBA Regulatory 
Technical Standards on disclosure of information related to the countercyclical capital buffer. For ease of 
reading, the tables only include items applicable to the Group, with nil columns omitted. 
 

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

 
  2021 

  

General 
credit 

exposures  
Securitisation 

exposures  Own funds requirements   

  

Exposure 
value for 

SA 
£m  

Exposure 
value for SA 

£m  

of which 
general 

credit 
exposures 

£m 

of which 
securitisation 

exposures 
£m 

Total 
£m 

Own funds 
requirement 

 weights 

Counter-
cyclical 
capital 

buffer rate 
% 

  010  050  070 090 100 110 120 

010 Breakdown 
by country:          

 United 
Kingdom 9,264.8  129.5  443.1 1.7 444.8 99.7 - 

 Jersey 7.6  -  0.5 - 0.5 0.1 - 
 Guernsey 10.6  -  0.6 - 0.6 0.1 - 
 Isle of Man 0.7  -  - - - - - 
 Luxembourg 7.0  -  0.4 - 0.4 0.1 0.5 
020 Total 9,290.7  129.5  444.6 1.7 446.3 100.0  

 
  2020 

  

General 
credit 

exposures  
Securitisation 

exposures  Own funds requirements   

  

Exposure 
value for 

SA 
£m  

Exposure 
value for SA 

£m  

of which 
general 

credit 
exposures 

£m 

of which 
securitisation 

exposures 
£m 

Total 
£m 

Own funds 
requirement 

 weights 

Counter-
cyclical 
capital 

buffer rate 
% 

  010  050  070 090 100 110 120 

010 Breakdown 
by country:          

 United 
Kingdom 7,550.5  79.4  373.5 1.3 374.8 99.0 - 

 Jersey 15.7  -  1.5 - 1.5 0.4 - 
 Guernsey 8.3  -  0.6 - 0.6 0.2 - 
 Isle of Man 0.8  -  0.1 - 0.1 - - 
 Luxembourg 8.6  -  0.7 - 0.7 0.2 - 

 Cayman 
Islands 10.0  -  0.8 - 0.8 0.2 - 

020 Total 7,593.9  79.4  377.2 1.3 378.5 100.0  
 

 Amount of institution-specific countercyclical capital buffer  
 

   2021  2020 
010 Total risk exposure amount1 (£m) 6,137.6 5,271.7 
020 Institution specific countercyclical capital buffer rate (%) - - 
030 Institution specific countercyclical capital buffer requirement (£m) - - 

 
 

 
1  ‘Total risk exposure amount’ is equivalent to risk-weighted assets. 
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6. Credit risk  
 
Credit risk is the risk that a borrowing client or treasury counterparty fails to repay some, or all, of the capital 
or interest advanced to them, due to lack of willingness to pay and/or lack of ability to pay. The principal source 
of credit risk relates to the Group’s loans and advances to customers. Credit risk is managed by the Group 
Risk Management Committee and the Risk Committee.  
 
Additional details can be found in the Group’s 2021 Annual Report and Accounts in the Risk Report starting 
on page 114. 
 
Credit risk exposures 
Tables in the following section analyse the Group’s credit risk exposures and are based on the formats set out 
in the EBA guidelines on disclosure requirements under Part Eight of Regulation (EU) No 575/2013. For ease 
of reading, tables only include items applicable to the Group, with nil lines/columns omitted. Credit risk 
exposures presented in the following section include off-balance sheet items. Exposures presented are after 
accounting offsets and without taking into account the effects of credit risk mitigation.  
 
Total and average net amount of credit risk exposures 
The following table sets out the Group’s credit risk exposures by exposure class, together with the associated 
average credit risk exposure (calculated as the average of the exposure for the previous four quarters). The 
table also includes risk-weighted assets and minimum capital requirements under Pillar 1 for each of the 
respective exposure classes. The Group uses the standardised approach in determining the level of capital 
necessary for regulatory purposes. Under the standardised approach, the Pillar 1 requirement in respect of 
credit risk is based on 8% of the risk-weighted assets for each of the following standardised exposure classes. 
 

 Total and average net amount of exposures (EU CRB-B) 
 

     2021 

  

Exposure 
value at end 

of period 
£m 

Average net 
exposure over 

the period 
£m 

Risk-
weighted 

assets 
£m 

Minimum 
capital 

requirements 
£m 

16 Central governments or central banks 1,741.1 1,488.7 9.5 0.8 
21 Institutions 102.4 112.3 15.5 1.2 
22 Corporates 1,645.1 1,496.1 1,399.5 112.0 
24 Retail1 547.3 555.4 390.2 31.2 

26 Secured by mortgages on immovable 
property 5,729.9 5,394.2 2,312.5 185.0 

28 Exposures in default2 165.7 162.5 180.5 14.4 
29 Items associated with particularly high risk 754.4 670.5 1,131.6 90.5 
30 Covered bonds 392.5 331.9 39.2 3.1 
34 Other exposures3 91.5 68.4 104.5 8.4 
35 Total standardised approach 11,169.9 10,280.0 5,583.0 446.6 
36 Total  11,169.9 10,280.0 5,583.0 446.6 

 
  

 
1 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
2 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. Risk-weighted assets are calculated net of provisions. 
3 ‘Other exposures’ within the retail credit risk are loans that do not fall into any of the other loan categories. ‘Other exposures’ that are 

not within the retail credit risk sub-category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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6. Credit risk (continued) 
 

     2020 

  

Exposure 
value at end 

of period 
£m 

Average net 
exposure over 

the period 
£m 

Risk-
weighted 

assets 
£m 

Minimum 
capital 

requirements 
£m 

16 Central governments or central banks 1,323.9 1,678.5 10.1 0.8 
21 Institutions 116.5 117.0 22.4 1.8 
22 Corporates 1,201.7 1,273.4 1,177.3 94.2 
24 Retail1 666.9 618.6 469.8 37.6 

26 Secured by mortgages on immovable 
property 4,685.6 4,495.2 1,926.4 154.1 

28 Exposures in default2 116.1 131.9 124.1 9.9 
29 Items associated with particularly high risk 613.6 510.9 920.4 73.6 
30 Covered bonds 278.8 257.1 27.9 2.2 
33 Equity exposures 2.8 4.7 6.9 0.6 
34 Other exposures3 54.1 74.1 62.8 5.0 
35 Total standardised approach 9,060.0 9,161.4 4,748.1 379.8 
36 Total  9,060.0 9,161.4 4,748.1 379.8 

 
Geographical breakdown of credit risk exposures 
A geographical breakdown of the Group’s credit risk exposures by exposure class (EU CRB-C) is not provided. 
The Group omits these disclosures on the basis of materiality (see Appendix 5). 
 
Concentration of credit risk exposures by industry or counterparty type 
A breakdown of the Group’s credit risk exposures by industry or counterparty type and exposure class (EU 
CRB-D) is not provided. The Group omits these disclosures on the basis of materiality (see Appendix 5). 
 
Residual maturity of credit risk exposures  
The following tables provide a breakdown of the Group’s credit risk exposures by residual maturity and 
exposure class. In allocating exposures to maturity buckets the following guidelines are applied: 
• when a counterparty has a choice of when an amount is repaid, the amount is allocated to the ‘on demand’ 

column. This column includes balances receivable on demand (call), at short notice, current accounts and 
similar balances (which may include loans that are overnight deposits for the borrower, regardless of their 
legal form);  

• when an exposure has no stated maturity for reasons other than the counterparty having the choice of 
the repayment date, the amount of the exposure is disclosed in the ‘no stated maturity’ column; and 

• when the amount is repaid in instalments, the exposure is allocated to the maturity bucket corresponding 
to the last instalment.  

  

 
1 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
2 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. Risk-weighted assets are calculated net of provisions. 
3 ‘Other exposures’ within the retail credit risk are loans that do not fall into any of the other loan categories. ‘Other exposures’ that are 

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



  

Shawbrook Group plc Pillar 3 Disclosures 2021 21 

6. Credit risk (continued) 
 

 Maturity of exposures (EU CRB-E) 
 

      2021 

  

< = 1 
year 

£m 

> 1 year 
< = 5 

years 
£m 

> 5 years 
£m 

No 
stated 

maturity 
£m  

Total 
£m 

7 Central governments or central banks 1,693.8 - 47.3 - 1,741.1 
12 Institutions 66.9 35.5 - - 102.4 
13 Corporates 132.1 - 1,513.0 - 1,645.1 
14 Retail1 22.2 211.9 313.2 - 547.3 
15 Secured by mortgages on immovable property 451.6 525.4 4,752.9 - 5,729.9 
16 Exposures in default2 26.1 17.0 122.6 - 165.7 
17 Items associated with particularly high risk 486.3 217.5 50.6 - 754.4 
18 Covered bonds 33.5 348.7 10.3 - 392.5 
22 Other exposures3 0.7 0.2 14.4 76.2 91.5 
23 Total standardised approach 2,913.2 1,356.2 6,824.3 76.2 11,169.9 
24 Total 2,913.2 1,356.2 6,824.3 76.2 11,169.9 

 
      2020 

  

< = 1 
year 

£m 

> 1 year 
< = 5 
years 

£m 
> 5 years 

£m 

No stated 
maturity 

£m  
Total 

£m 
7 Central governments or central banks 1,276.4 28.3 19.2 - 1,323.9 
12 Institutions 91.6 24.9 - - 116.5 
13 Corporates 179.9 577.9 443.9 - 1,201.7 
14 Retail1 44.8 355.3 266.8 - 666.9 
15 Secured by mortgages on immovable property 598.0 549.9 3,537.7 - 4,685.6 
16 Exposures in default2 24.6 25.2 66.3 - 116.1 
17 Items associated with particularly high risk 449.1 119.1 45.4 - 613.6 
18 Covered bonds 37.7 231.1 10.0 - 278.8 
21 Equity exposures - - - 2.8 2.8 
22 Other exposures3 2.2 9.3 2.3 40.3 54.1 
23 Total standardised approach 2,704.3 1,921.0 4,391.6 43.1 9,060.0 
24 Total 2,704.3 1,921.0 4,391.6 43.1 9,060.0 

 
 
 
  

 
1 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
2 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. Risk-weighted assets are calculated net of provisions. 
3 ‘Other exposures’ within the retail credit risk are loans that do not fall into any of the other loan categories. ‘Other exposures’ that are 

not within the retail credit risk sub-category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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6. Credit risk (continued) 
 
Credit quality of exposures 
Tables in the following section analyse the credit quality of the Group’s credit risk exposures and are based 
on the formats set out in the EBA guidelines on disclosure requirements under Part Eight of Regulation (EU) 
No 575/2013. For ease of reading, tables only include items applicable to the Group, with nil lines/columns 
omitted. Credit risk exposures presented in the following section include off-balance sheet items. Exposures 
presented are after accounting offsets and without taking into account the effects of credit risk mitigation.  
 
Credit quality of exposures by exposure class and instrument 
The following table analyses the credit quality of credit risk exposures by exposure class and instrument.  
 

 Credit quality of exposures by exposure class and instrument (EU CR1-A) 
 

       2021 
  a b c    
  Gross carrying values of     

  

Defaulted 
exposures 

£m 

Non-
defaulted 

exposures 
£m 

Specific 
credit risk 

adjustment1 
£m 

Accumulated 
write-offs 

£m 

Credit risk 
adjustment 
charges of 
the period 

£m 

Net 
values  
(a+b-c) 

£m 

16 Central governments 
or central banks - 1,741.1 - - - 1,741.1 

21 Institutions - 102.4 - - - 102.4 
22 Corporates - 1,656.1 11.0 36.5 8.2 1,645.1 
24 Retail2 - 557.8 10.5 - 9.2 547.3 

26 
Secured by 
mortgages on 
immovable property 

- 5,737.2 7.3 - 2.6 5,729.9 

28 Exposures in default3 187.1 - 21.4 27.9 - 165.7 

29 Items associated with 
particularly high risk - 762.2 7.8 - - 754.4 

30 Covered bonds - 392.5 - - - 392.5 
34 Other exposures4 - 91.5 - - - 91.5 

35 Total standardised 
approach 187.1 11,040.8 58.0 64.4 20.0 11,169.9 

36 Total  187.1 11,040.8 58.0 64.4 20.0 11,169.9 
37 Of which: loans 187.1 8,161.0 58.0 64.4 20.0 8,290.1 

38 Of which: debt 
securities - 392.5 - - - 392.5 

39 Of which: off-balance 
sheet exposures - 278.6 - - - 278.6 

 
  

 
1  Fair values are excluded from specific credit risk adjustments and they have been updated for the IFRS 9 transitional relief impact. 
2 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
3 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. Risk-weighted assets are calculated net of provisions. 
4 ‘Other exposures’ within the retail credit risk are loans that do not fall into any of the other loan categories. ‘Other exposures’ that are 

not within the retail credit risk sub-category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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6. Credit risk (continued) 
 

       2020 
  a b c    
  Gross carrying values of     

  

Defaulted 
exposures 

£m 

Non-
defaulted 

exposures 
£m 

Specific 
credit risk 

adjustment1 
£m 

Accumulated 
write-offs 

£m 

Credit risk 
adjustment 
charges of 
the period 

£m 

Net 
values  

(a+b-c) 
£m 

16 Central governments or 
central banks - 1,323.9 - - - 1,323.9 

21 Institutions - 116.5 - - - 116.5 
22 Corporates - 1,211.3 9.6 - 4.3 1,201.7 
24 Retail2 - 680.8 13.9 9.5 6.1 666.9 

26 Secured by mortgages 
on immovable property - 4,695.3 9.7 - 1.9 4,685.6 

28 Exposures in default3 130.3 - 14.2 18.1 - 116.1 

29 Items associated with 
particularly high risk - 621.8 8.2 - - 613.6 

30 Covered bonds - 278.8 - - - 278.8 
33 Equity exposures - 2.8 - - - 2.8 
34 Other exposures4 - 54.1 - - - 54.1 

35 Total standardised 
approach 130.3 8,985.3 55.6 27.6 12.3 9,060.0 

36 Total  130.3 8,985.3 55.6 27.6 12.3 9,060.0 
37 Of which: loans 130.3 7,023.2 53.8 27.6 12.3 7,099.7 
38 Of which: debt securities - 278.8 - - - 278.8 

39 Of which: off-balance 
sheet exposures - 200.3 1.8 - - 198.5 

 
Credit quality of exposures by industry or counterparty type 
Analysis of the credit quality of exposures by industry or counterparty type (EU CR1-B) is not provided. The 
Group omits these disclosures on the basis of materiality (see Appendix 5). 
 
Credit quality of exposures by geography 
Analysis of the credit quality of exposures by geography (EU CR1-C) is not provided. The Group omits these 
disclosures on the basis of materiality (see Appendix 5). 
 
  

 
1  Fair values are excluded from specific credit risk adjustments and they have been updated for the IFRS 9 transitional relief impact. 
2 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
3 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. Risk-weighted assets are calculated net of provisions. 
4 ‘Other exposures’ within the retail credit risk are loans that do not fall into any of the other loan categories. ‘Other exposures’ that are 

not within the retail credit risk sub-category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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6. Credit risk (continued) 
 
Non-performing loans and impairment 
Definitions 
A past due exposure is one where one or more contractual payments of principal or interest have been missed. 
Any exposures past due for more than 90 days are considered credit-impaired.  
 
Details regarding the definitions of defaulted and credit-impaired exposures can be found in the Group’s 2021 
Annual Report and Accounts in the Risk Report starting on page 130 and are in accordance with the definitions 
stipulated in the relevant EBA guidelines. 
 
Impairment 
To reflect the potential losses that the Group might experience due to credit risk, the Group recognises 
impairment provisions on its financial assets. Impairments are calculated using a forward-looking expected 
credit loss (ECL) model, in accordance with the requirements of IFRS 9 ‘Financial Instruments’. ECLs are an 
unbiased probability-weighted estimate of credit losses determined by evaluating a range of possible 
outcomes.  
 
The Group calculates ECLs and recognises a ‘loss allowance’ in the statement of financial position for its 
financial assets not held at fair value through profit or loss and for loan commitments1. The loss allowance 
recognised is a specific credit risk adjustment. No general credit risk adjustments are recognised. 
 
Measurement of ECLs depends on the stage the financial asset is allocated to. Stage allocation is based on 
changes in credit risk when comparing credit risk at initial recognition to credit risk at the reporting date, as 
follows: 
• Stage 1: when a financial asset is first recognised it is assigned to Stage 1. If there is no significant 

increase in credit risk from initial recognition (SICR) the financial asset remains in Stage 1. For financial 
assets in Stage 1, a 12-month ECL is recognised. 

• Stage 2: when a financial asset shows a SICR it is moved to Stage 2. Financial assets in Stage 2 can be 
‘cured’ and reclassified back to Stage 1 when there is no longer a SICR and any probation period has 
been completed. For financial assets in Stage 2, a lifetime ECL is recognised. 

• Stage 3: when there is objective evidence of impairment and the financial asset is considered to be in 
default, or otherwise credit-impaired, it is moved to Stage 3. Financial assets in Stage 3 can be ‘cured’ 
and reclassified back to Stage 2 when it is no longer in default, or otherwise credit-impaired, and any 
probation period has been completed. For financial assets in Stage 3, a lifetime ECL is recognised. 

 
In relation to the above: 
• Lifetime ECL is defined as ECLs that result from all possible default events over the expected behavioural 

life of a financial instrument. 
• 12-month ECL is defined as the portion of lifetime ECL that will result if a default occurs in the 12 months 

after the reporting date, weighted by the probability of that default occurring. 
 
A number of complex models are used in the calculation of ECLs which utilise both the Group’s historical data 
and external data inputs. In certain circumstances, the Group makes post-model adjustments to ensure the 
loss allowance recognised adequately reflects the expected outcome. This ultimately results in the Group 
recognising a loss allowance that reflects the Group’s best estimate of the future credit losses it may incur.  
 
A summary of the loss allowance recognised by the Group in its statement of financial position as at 31 
December is as follows: 
 

 Summary of IFRS 9 loss allowance recognised 
 

 
2021 

£m 
2020 

£m 
Cash and balances at central banks <0.1 <0.1 
Loans and advances to banks <0.1 <0.1 
Loans and advances to customers 76.0 92.3 
Investment securities <0.1 <0.1 
Assets held for sale 0.5 <0.1 
Loan commitments 0.7 3.2 
Total loss allowance recognised 77.2 95.5 

 
1 The Group has no financial guarantee contracts. 
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6. Credit risk (continued) 
 
Further information and analysis regarding the impairment of financial assets and the loss allowance 
recognised can be found in the Group’s 2021 Annual Report and Accounts in the Risk Report starting on page 
115. This includes tables setting out movements during the year in the gross carrying amount of loans and the 
loss allowance recognised upon these loans, analysed by IFRS 9 stage. These tables are deemed to provide 
the equivalent information required by tables EU CR2-A and EU CR2-B per the EBA guidelines on disclosure 
requirements under Part Eight of Regulation (EU) No 575/2013. Consequently, the Group does not provide 
these tables. 
 
Forbearance 
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. 

 
The Group applies the EBA Implementing Technical Standards on forbearance and non-performing 
exposures. Under these standards, loans are classified as performing or non-performing in accordance with 
the EBA rules, as adopted by the PRA.  
 
Further information and analysis regarding forbearance and the Group’s forborne loans can be found in the 
Group’s 2021 Annual Report and Accounts in the Risk Report starting on page 142. 
 
COVID-19 concessions 
In response to COVID-19, from March 2020 to July 2021, the Group extended short-term concessions to 
customers requiring support. In line with regulatory guidance and the Group’s forbearance policy, these interim 
measures were not considered to be forbearance and are not included in the Group’s forbearance disclosures.  
 
As at 31 December 2021, all short-term COVID-19 concessions that were granted had concluded. On expiry 
of these concessions, where underlying longer-term financial difficulties were evident, the Group’s normal 
forbearance assessment applied. 
 
Analysis of non-performing and forborne exposures 
The following disclosures are presented in accordance with the EBA guidelines on disclosure of non-
performing and forborne exposures. Several of the template disclosures included in these guidelines 
(Templates 2, 5-8 and 10) are not applicable to the Group, as the Group does not meet the criteria of a 
‘significant credit institution with a gross non-performing loan ratio of 5% or above’, as defined in the guidelines. 
In addition, Template 9 is not applicable, as the Group does not hold any collateral obtained by taking 
possession.  
 
For ease of reading, the following tables only include items applicable to the Group, with nil rows/columns 
omitted. The tables have been prepared in accordance with FINREP regulations.
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6. Credit risk (continued) 
 

 Credit quality of forborne exposures (Template 1) 
 

           2021 

  
Gross carrying amount/nominal amount of exposures with 

forbearance measures  

Accumulated impairment, 
accumulated negative changes in 

fair value due to credit risk and 
provisions  

Collateral received and financial 
guarantees received on forborne 

exposures 

  
Performing 

forborne Non- performing forborne       

  £m £m 

Of which 
defaulted  

£m 

Of which 
impaired 

 £m  

On performing 
forborne 

exposures  
£m 

On non-
performing 

forborne 
exposures  

£m  £m 

Of which 
collateral and 

financial 
guarantees 
received on 

non-performing 
exposure with 

forbearance 
measures  

£m 
1 Loans and advances 56.2 117.3 63.8 106.5  (2.4) (18.9)  124.3 76.2 
5 Other financial corporations 1.2 - - -  - -  0.6 - 
6 Non-financial corporations 42.6 73.3 41.3 66.4  (2.3) (13.3)  74.9 39.0 
7 Households 12.4 44.0 22.5 40.1  (0.1) (5.6)  48.8 37.2 
9 Loan commitments given 2.8 3.2 1.7 1.5  - (0.2)  - - 
10 Total 59.0 120.5 65.5 108.0  (2.4) (19.1)  124.3 76.2 
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6. Credit risk (continued) 
 

           2020 

  
Gross carrying amount/nominal amount of exposures with forbearance 

measures  

Accumulated impairment, 
accumulated negative changes in 

fair value due to credit risk and 
provisions  

Collateral received and financial 
guarantees received on forborne 

exposures 

  
Performing 

forborne Non- performing forborne       

  £m £m 

Of which 
defaulted  

£m 

Of which 
impaired 

 £m  

On performing 
forborne 

exposures  
£m 

On non-
performing 

forborne 
exposures  

£m  £m 

Of which 
collateral and 

financial 
guarantees 

received on non-
performing 

exposure with 
forbearance 

measures  
£m 

1 Loans and advances 67.8 58.0 25.2 44.3  (4.7) (10.8)  100.6 44.9 
5 Other financial corporations 17.4 - - -  (0.8) -  15.9 - 
6 Non-financial corporations 40.4 22.7 4.0 11.6  (3.7) (4.2)  47.8 17.2 
7 Households 10.0 35.3 21.2 32.7  (0.2) (6.6)  36.9 27.7 
9 Loan commitments given 7.5 1.4 - 1.4  (0.2) -  - - 
10 Total 75.3 59.4 25.2 45.7  (4.9) (10.8)  100.6 44.9 
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6. Credit risk (continued) 
 

 Credit quality of performing and non-performing exposures by past due days (Template 3) 
 

              2021 
  Gross carrying amount / nominal amount 
  Performing exposures  Non-performing exposures 

  £m 

Not past 
due or 

past due 
≤ 30 days 

£m 

Past due 
30 days ≤ 

90 days 
£m  £m 

Unlikely 
to pay 

that are 
not past 

due or 
are past 
due ≤ 90 

days 
£m 

Past due 
> 90 days 

≤ 180 
days 

£m 

Past due 
> 180 

days ≤ 1 
year 

£m 

Past due 
> 1 year ≤ 

2 years 
£m 

Past due 
> 2 year ≤ 

5 years 
£m 

Past due 
> 5 year ≤ 

7 years 
£m 

Past due 
> 7 years 

£m 

Of which 
defaulted 

£m 
1 Loans and advances 8,101.6 8,073.7 27.9  246.5 150.6 25.4 36.7 21.9 11.0 0.8 0.1 126.5 
3 General governments 12.1 12.1 -  0.1 - 0.1 - - - - - 0.1 

5 Other financial 
corporations 469.4 469.4 -  4.9 4.9 - - - - - - - 

6 Non-financial corporations 4,595.5 4,590.4 5.1  142.7 99.9 7.8 20.5 10.4 3.9 0.2 - 73.4 
8 Households 3,024.6 3,001.8 22.8  98.8 45.8 17.5 16.2 11.5 7.1 0.6 0.1 53.0 
9 Debt securities 522.0 522.0 -  - - - - - - - - - 
12 Credit institutions 392.5 392.5 -  - - - - - - - - - 

13 Other financial 
corporations 129.5 129.5 -  - - - - - - - - - 

15 Off-balance sheet 
exposures 1,222.7    8.9        7.4 

19 Other financial 
corporations 194.1    -        - 

20 Non-financial corporations 985.5    8.9        7.4 
21 Households 43.1    -        - 

22 Total 9,846.3 8,595.7 27.9  255.4 150.6 25.4 36.7 21.9 11.0 0.8 0.1 133.9 
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6. Credit risk (continued) 
 

              2020 
  Gross carrying amount / nominal amount 
  Performing exposures  Non-performing exposures 

  £m 

Not past 
due or 

past due ≤ 
30 days 

£m 

Past due 
30 days ≤ 

90 days 
£m  £m 

Unlikely to 
pay that 
are not 

past due 
or are 

past due ≤ 
90 days 

£m 

Past due 
> 90 days 

≤ 180 
days 

£m 

Past due 
> 180 

days ≤ 1 
year 

£m 

Past due 
> 1 year ≤ 

2 years 
£m 

Past due 
> 2 year ≤ 

5 years 
£m 

Past due 
> 5 year ≤ 

7 years 
£m 

Past due 
> 7 years 

£m 

Of which 
defaulted 

£m 
1 Loans and advances 6,958.5 6,925.9 32.6  195.0 116.1 27.4 19.7 23.9 6.9 0.2 0.8 78.9 
3 General governments 13.1 12.9 0.2  0.2 - 0.1 0.1 - - - - 0.2 

5 Other financial 
corporations 410.1 410.1 -  2.1 1.8 - - 0.3 - - - 0.3 

6 Non-financial corporations 3,957.0 3,945.2 11.8  103.6 71.1 9.8 5.7 13.1 3.6 0.2 0.1 32.5 
8 Households 2,578.3 2,557.7 20.6  89.1 43.2 17.5 13.9 10.5 3.3 - 0.7 45.9 
9 Debt securities 358.2 358.2 -  - - - - - - - - - 
12 Credit institutions 278.8 278.8 -  - - - - - - - - - 

13 Other financial 
corporations 79.4 79.4 -  - - - - - - - - - 

15 Off-balance sheet 
exposures 1,079.0    9.7        - 

19 Other financial 
corporations 188.4    -        - 

20 Non-financial corporations 868.3    9.7        - 
21 Households 22.3    -        - 

22 Total 8,395.7 7,284.1 32.6  204.7 116.1 27.4 19.7 23.9 6.9 0.2 0.8 78.9 

 
The gross non-performing loan ratio as at 31 December 2021 is 3.0% (2020: 2.7%)  
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6. Credit risk (continued) 
 

 Performing and non-performing exposures and related provisions (Template 4) 
 

               2021 
  

Gross carrying amount/nominal amount 
Accumulated impairment, accumulated negative changes in 

fair value due to credit risk and provisions 
Collateral and financial 

guarantees received 
  

Performing exposure Non-performing exposure 

Performing exposure – 
accumulated impairment and 

provisions 

Non-performing exposure - 
Accumulated impairment, 

accumulated negative 
changes in fair value due to 

credit risk and provisions  
  

£m 

Of which 
Stage 1 

£m 

Of which 
Stage 2  

£m £m 

Of which 
Stage 2  

£m 

Of which 
Stage 3  

£m £m 

Of which 
Stage 1 

£m 

Of which 
Stage 2  

£m £m 

Of which 
Stage 2  

£m 

Of which 
Stage 3  

£m 

On 
performing 

exposure 
£m 

On non-
performing 

exposure 
£m 

1 Loans and advances 8,101.6 7,297.5 804.1 246.5 21.6 224.9 (40.3) (25.8) (14.5) (35.7) (0.7) (35.0) 6,699.2 188.3 
3 General governments 12.1 12.1 - 0.1 0.1 - - - - - - - 9.2 - 

5 Other financial 
corporations 469.4 463.2 6.2 4.9 - 4.9 (1.3) (1.2) (0.1) (0.2) - (0.2) 71.3 1.3 

6 Non-financial 
corporations 4,595.5 4,064.8 530.7 142.7 9.1 133.6 (23.8) (13.6) (10.2) (25.2) - (25.2) 4,038.5 101.1 

8 Households 3,024.6 2,757.4 267.2 98.8 12.4 86.4 (15.2) (11.0) (4.2) (10.3) (0.7) (9.6) 2,580.2 85.9 
9 Debt securities 522.0 522.0 - - - - - - - - - - - - 
12 Credit institutions 392.5 392.5 - - - - - - - - - - - - 

13 Other financial 
corporations 129.5 129.5 - - - - - - - - - - - - 

15 Off-balance sheet 
exposures 1,222.7 1,176.8 45.9 8.9 - 8.9 (0.4) (0.3) (0.1) (0.3) - (0.3) - - 

19 Other financial 
corporations 194.1 185.4 8.7 - - - - - - - - - - - 

20 Non-financial 
corporations 985.5 955.8 29.7 8.9 - 8.9 (0.4) (0.3) (0.1) (0.3) - (0.3) - - 

21 Households 43.1 35.6 7.5 - - - - - - - - - - - 

22 Total 9,846.3 8,996.3 850.0 255.4 21.6 233.8 (40.7) (26.1) (14.6) (36.0) (0.7) (35.3) 6,699.2 188.3 
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6. Credit risk (continued) 
 

               2020 
  

Gross carrying amount/nominal amount 
Accumulated impairment, accumulated negative changes in fair 

value due to credit risk and provisions 
Collateral and financial 

guarantees received 
  

Performing exposure Non-performing exposure 

Performing exposure – 
accumulated impairment and 

provisions 

Non-performing exposure - 
Accumulated impairment, 

accumulated negative changes 
in fair value due to credit risk 

and provisions  
  

£m 

Of which 
Stage 1 

£m 

Of which 
Stage 2  

£m £m 

Of which 
Stage 2  

£m 

Of which 
Stage 3  

£m £m 

Of which 
Stage 1 

£m 

Of which 
Stage 2  

£m £m 

Of which 
Stage 2  

£m 

Of which 
Stage 3  

£m 

On 
performing 

exposure 
£m 

On non-
performing 

exposure 
£m 

1 Loans and advances 6,958.5 5,443.1 1,515.4 195.0 29.7 165.3 (61.1) (29.1) (32.0) (31.2) (2.5) (28.7) 5,642.9 156.6 

3 General governments 13.1 13.1 - 0.2 - 0.2 - - - - - - 9.8 0.2 

5 Other financial 
corporations 410.1 363.8 46.3 2.1 - 2.1 (2.7) (1.6) (1.1) (0.2) - (0.2) 107.4 1.8 

6 Non-financial 
corporations 3,957.0 3,144.6 812.4 103.6 18.0 85.6 (31.1) (14.3) (16.8) (18.1) (0.6) (17.5) 3,380.6 86.5 

8 Households 2,578.3 1,921.6 656.7 89.1 11.7 77.4 (27.3) (13.2) (14.1) (12.9) (1.9) (11.0) 2,145.1 68.1 

9 Debt securities 358.2 358.2 - - - - - - - - - - - - 

12 Credit institutions 278.8 278.8 - - - - - - - - - - - - 

13 Other financial 
corporations 79.4 79.4 - - - - - - - - - - - - 

15 Off-balance sheet 
exposures 1,079.0 1,020.0 59.0 9.7 - 9.7 (3.1) (2.4) (0.7) (0.1) - (0.1) - - 

19 Other financial 
corporations 188.4 177.3 11.1 - - - (0.1) - (0.1) - - - - - 

20 Non-financial 
corporations 868.3 820.4 47.9 9.7 - 9.7 (3.0) (2.4) (0.6) (0.1) - (0.1) - - 

21 Households 22.3 22.3 - - - - - - - - - - - - 

22 Total 8,395.7 6,821.3 1,574.4 204.7 29.7 175.0 (64.2) (31.5) (32.7) (31.3) (2.5) (28.8) 5,642.9 156.6 
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6. Credit risk (continued) 
 
Use of External Credit Assessment Institutions 
The Group only uses credit assessments by External Credit Assessment Institutions in assigning risk weights 
to credit risk exposures for exposures to central government, central banks and institutions. The risk weight is 
applied based on the CRR Part 3, Title II, Chapter 2 (Standardised Credit Risk) mapping of credit assessments 
(provided by the rating agencies) to credit quality steps. 
 
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 agencies 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 the Consumer franchise and residential mortgages within 
the Enterprise franchise. 
 
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 loss is further mitigated by obtaining 
collateral for the majority of the Group’s lending portfolios. Residential and commercial property is the Group’s 
main source of collateral and means of mitigating credit risk. All mortgage lending activities are supported by 
an appropriate form of valuation, using an independent firm of valuers or by an Automatic Valuation Model, 
subject to business rules and confidence levels. Throughout the life of the loan, updated valuations are 
obtained in accordance with the loan agreement for each facility, or at the Group’s request, where a breach of 
asset cover may have occurred. Eligible collateral is factored into the loss given default calculation for 
regulatory capital purposes. 
 
Further information and analysis of the Group’s collateral held can be found in the Group’s 2021 Annual Report 
and Accounts in the Risk Report starting on page 140. 
 
Credit risk mitigation techniques used 
Whilst the techniques noted above are used by the Group to reduce credit risk associated with its lending, they 
are not eligible regulatory credit risk mitigation techniques. The only area where eligible regulatory credit risk 
mitigation techniques are used by the Group is against its lending under business support schemes offered by 
the UK Government in relation to coronavirus. The Group became an accredited Coronavirus Business 
Interruption Loan Scheme (CBILS) lender in May 2020 and offered CBILS loans until the end of March 2021. 
Following this, the Group became an accredited Recovery Loan Scheme lender in August 2021. To mitigate 
credit risk, under both of these government support schemes, the UK Government provides the Group with a 
guarantee to protect 80% of any post recovery loss in the event of default on the loans.  
 
The total exposure to lending under these schemes as at 31 December 2021 is £44.6 million (2020: £32.2 
million). As a result of the 80% government guarantee extended on these loans, 80% of these exposures are 
reported as exposures to central government, which has a 0% risk weighting applied, with the remaining 20% 
being risk weighted according to the exposure class category they fall within. 
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7. Counterparty credit risk 
 
Counterparty credit risk is the risk that the counterparty to a transaction may default prior to the final settlement 
of the cash flows pertaining to that transaction. For the Group, counterparty credit risk relates to financial 
derivatives. 
 
Counterparty credit risk management 
Counterparty credit risk limits are approved through the Group’s Credit Risk function using the existing 
governance structure and supported by the treasury function’s counterparty credit policy. Regular oversight 
and review is performed by the Asset and Liability Committee. 
 
Master netting arrangements 
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 under the agreement are aggregated into a single net amount 
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 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 that counterparty will place collateral, usually cash, 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. 
 
Counterparty credit risk exposures 
The Group is exposed to counterparty credit risk through derivative transactions. The Group uses derivative 
financial instruments in order to minimise or eliminate the impact of movements in interest rates and foreign 
exchange rates and applies credit valuation adjustments (CVAs) to manage the associated risks with such 
instruments.  
 
The following tables provide details of the CVA capital charge and exposure to central counter parties (CCPs). 
The tables are based on the formats set out in the EBA guidelines on disclosure requirements under Part Eight 
of Regulation (EU) No 575/2013. For ease of reading, the table only includes items applicable to the Group, 
with nil lines omitted. 
 

 CVA capital charge (EU CCR2) 
 

   2021   2020 

  

Exposure 
value 

£m 

 Risk-
weighted 

assets 
£m  

Exposure 
value 

£m 

 Risk-
weighted 

assets 
£m 

4 All portfolios subject to the standardised 
method 2.9 1.0  7.6 2.6 

5 Total subject to CVA capital charge 2.9 1.0  7.6 2.6 
 

 Exposures to CCPs (EU CCR8) 
 

   2021   2020 

  

Exposure 
value 

£m 

 Risk-
weighted 

assets 
£m  

Exposure 
value 

£m 

Risk-
weighted 

assets  
£m 

1 Exposures to QCCPs (total) 47.2 0.7  17.4 0.3 

2 Exposures for trades at QCCPs (excluding 
initial margin and default fund contributions) 47.2 0.7  17.4 0.3 

3 Of which: OTC derivatives 47.2 0.7  17.4 0.3 
11 Exposures to non-QCCPs (total)  2.9 1.4  8.1 3.8 

12 
Exposures for trades at non-QCCPs 
(excluding initial margin and default fund 
contributions) 

2.9 1.4  8.1 3.8 

13 Of which: OTC derivatives 2.9 1.4  8.1 3.8 
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7. Counterparty credit risk (continued) 
 
The following table shows the impact of netting and collateral held on derivative exposure values as at 31 
December. The table includes the information set out in the EBA guidelines on disclosure requirements under 
Part Eight of Regulation (EU) No 575/2013, however the format has been altered to reflect that the Group’s 
only exposure is to derivatives.  
 

 Impact of netting and collateral held on exposure values (EU CCR5-A) 
 

 
2021 

£m 
2020 

£m 
Gross positive fair value of contracts 46.6 15.9 
Potential future credit exposure 16.1 16.2 
Less: netting benefits (12.6) (6.6) 
Netted current credit exposure 50.1 25.5 
   
Less: collateral held (14.6) - 
   
Net derivative credit exposure 35.5 25.5 

 
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. 
 
Wholesale counterparty credit risk 
Wholesale 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 based on analysis 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 as shown below. Wholesale 
counterparty limits are graded using the Group’s Master Grading Scale as set out in the Group’s 2021 Annual 
Report and Accounts in the Risk Report starting on page 134. 
 

 Analysis of wholesale credit risk by contractual maturity 
 

      2021 

 
Credit 
grade 

Under 3 
months 

£m 

3 months 
to 1 year 

£m 

Over 1 
year to 5 

years 
£m 

Over 5 
years 

£m 

Total 
exposure 

value 
£m 

Cash and balances at central banks Low 1,672.7 - - 21.1 1,693.8 
Loans and advances to banks Low 66.9 - - - 66.9 
Total  1,739.6 - - 21.1 1,760.7 

 

      2020 

 
Credit 
grade 

Under 3 
months 

£m 

3 months 
to 1 year 

£m 

Over 1 
year to 5 

years 
£m 

Over 5 
years 

£m 

Total 
exposure 

value 
£m 

Cash and balances at central banks Low 1,255.2 - - 18.0 1,273.2 
Loans and advances to banks Low 91.0 - - - 91.0 
Total  1,346.2 - - 18.0 1,364.2 

 
In both reported years, the Group had no public rating. 
 
Wrong way risk 
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 has very limited exposure to wrong way risk in both reported years. 
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8. Securitisation positions 
 
Banking book securitisations  
The Group completed its first residential mortgage-backed security securitisation programme in 2019, and has 
completed further securitisation transactions in each year thereafter. Details of the securitisation transactions 
and the associated accounting policies can be found in the Group’s 2021 Annual Report and Accounts in Note 
24 and Note 7(i) of the Financial Statements, respectively.  
 
The Group’s objectives in relation to banking book securitisations include managing its funding requirements, 
capital position and balance sheet limits and creating an income stream of non-interest income. 
 
The Group’s roles in the securitisation programmes are as originator/seller, servicer, subordinated loan 
provider, risk retention holder and designated entity (Article 7(2) of the Securitisation Regulation). The 
obligations in these roles are outlined in the transaction documents in accordance with market practice and 
regulatory requirements. 
 
The completed securitisations have all involved the sale of a portfolio of mortgage loans to a purposely created 
structured entity. Shares of the structured entity are ultimately beneficially owned through an independent trust 
meaning the Group does not legally own the structured entity.  
 
Where applicable, the securitisations are rated by two rating agencies, Standard and Poor’s and Moody’s, both 
of whom rate all of the notes issued, generally, with the exception of subordinated notes. 
 
Securitisations with no significant transfer of risk (‘on-balance sheet’) 
The Group has completed two securitisation programmes in which there was no significant transfer of risk. In 
such transactions, the securitised loans remain on the Group’s balance sheet and continue to be included as 
credit risk exposures that are risk-weighted under the standardised approach. The Group continues to service 
the transferred loans in return for an administration fee and is entitled to any residual income from the 
structured entity after the debt obligations and senior expenses of the securitisation programme have been 
met. The structured entities are treated as subsidiaries of the Group by virtue of control and are fully 
consolidated. The securitisation provides long-term funding to the Group through the simultaneous issue of 
mortgage-backed debt securities by the structured entity. A portion of the notes issued by the structured 
entities are retained by the Group. 
 
Securitisations with significant transfer of risk (‘off-balance sheet’) 
The Group has completed two securitisation programmes in which there was a significant transfer of risk. In 
such transactions, the transfer of loans to the structured entity are treated as sales, with the loans derecognised 
from the Group’s balance sheet. Accordingly, the securitised loans are no longer credit risk exposures of the 
Group. The structured entities associated with these transactions are not consolidated and do not form part of 
the Group. The structured entities are financed through their simultaneous issue of mortgage-backed debt 
securities. Certain of these debt securities were purchased by the Group and represent securitisation 
exposures subject to risk-weighting.  
 
Risks associated with securitisations 
The risk factors associated with the securitisation exposures are outlined in the transaction prospectuses. 
These include the credit structure, the rights of noteholders and secured creditors, the mortgages, servicing 
and third-party risk, regulatory risks, insolvency risks, tax considerations and market risks. 
 
Monitoring changes in the credit risk of securitised exposures 
The securitised exposures are subject to quarterly investor reporting along with additional reporting in line with 
Article 7(2) of the Securitisation Regulation. In addition, the securitisation exposures are rated by two rating 
agencies who produce reports and commentary relevant to the credit ratings of the exposures. 
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8. Securitisation positions (continued) 
 
Retained positions 
In relation to the securitisation programmes in which there was no significant transfer of risk, the on-balance 
sheet securitised loans, and the associated outstanding notes issued by the consolidated structured entities, 
are as follows: 
 

 On-balance sheet securitised exposures 
Figures in the following table present the gross carrying amount of securitised loans. 
 

  2021   2020 

 

Mortgage 
asset pool 

£m 

Of which 
past due or 

impaired 
£m  

Mortgage 
asset pool 

£m 

Of which 
past due or 

impaired £m 
Shawbrook Mortgage Funding 2019-1 plc 232.1 4.3  268.2 1.9 
Wandle Mortgage Funding Limited 170.7 6.6  - - 
Total 402.8 10.9  268.2 1.9 

 
 Outstanding notes 

Figures in the following table present the carrying amount of outstanding notes. 
 

 
 2021 

£m 
2020 

£m 
Shawbrook Mortgage Funding 2019-1 plc 233.3 268.4 
Wandle Mortgage Funding Limited 178.9 - 
Total 412.2 268.4 
Of which: retained and held by the Group 93.4 63.4 

 
Securitisation exposures 
In relation to the securitisation programmes in which there was a significant transfer of risk, the Group uses 
the standardised approach for the securitisation exposures. The securitisation exposures represent the debt 
securities purchased by the Group from the unconsolidated structured entities, which are held on the Group’s 
statement of financial position. This approach utilises a set of defined risk weights prescribed by CRD V rules. 
The appropriate risk-weight is dependent on the rating of the securitisation position. A summary of the Group’s 
securitisation exposures, by risk-weight category, is set out in the table below: 
 

 Securitisation exposures under the standardised approach 
 

  2021   2020 

 

Exposure 
value 

£m 

 Risk-
weighted 

assets 
£m  

Exposure 
value 

£m 

 Risk-
weighted 

assets 
£m 

Simple, transparent, standardised (STS) exposures: 
10% risk weight 50.1 5.0  - - 

Credit quality Step 1: 20% risk weight 79.4 15.9  79.4 15.9 
Total 129.5 20.9  79.4 15.9 

 
The exposure value is defined as the aggregate of the Group’s gross retained positions. 
 
  



  

Shawbrook Group plc Pillar 3 Disclosures 2021 37 

9. Operational risk 
 
Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and system 
failures, or from external events. The principal sources of operational risk, as per the year-end assessment, 
are information, model, third-party suppliers and process execution. The Group manages operational risk 
across nine level 2 risk categories.  
 
The risk and control self-assessment process is utilised by the Group as a key operational risk management 
tool. This is completed regularly by each business area and takes into consideration control effectiveness and 
residual risk score for each of the level 2 operational risks. The risk and control self-assessments are 
maintained in conjunction with the Group’s operational risk team who provide challenge and oversight. Risk 
and control self-assessments are aligned to top risk profile reporting. To enable effective risk management, 
the Group focusses on identifying, monitoring and managing operational risk events in each business area, 
driving appropriate actions, frequently in the area of process re-engineering to minimise recurrence. 
 
The Group has an Operational Risk Management Framework which aligns to the Group’s Risk Management 
Framework. To ensure consistent, effective and efficient management of operational risks, the Operational 
Risk Management Framework sets out the Group’s risk management structures and mandatory minimum 
requirements to be followed. Compliance with the Operational Risk Management Framework is monitored by 
the Group’s operational risk team. 
 
All operational locations have business continuity plans in place, supported by business impact assessments 
focussed on important business services. The Group has an incident management framework in place which 
was further enhanced in 2021 following a review of the Group’s important business services and development 
of impact tolerances. In addition, the Group uses external disaster recovery sites as back-up locations for IT 
servers and staff.  
 
Additional details can be found in the Group’s 2021 Annual Report and Accounts in the Risk Report on page 
154. 
 
The Group operates under the basic indicator approach for measurement of operational risk. This approach 
allocates operational risk capital using a single indicator as a proxy for the Group’s overall operational risk 
exposure to be maintained under the ICAAP. As part of the ICAAP, the key operational risks are assessed, 
stressed and quantified through scenario analyses. 
 
A summary of operational risk risk-weighted assets is as follows: 
 

 Operational risk risk-weighted assets 
 

 
 2021 

£m 
2020 

£m 
As at 1 January 505.1 451.6 
Movement  27.6 53.5 
As at 31 December 532.7 505.1 
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10. Market risk 
 
Market risk is the risk of financial loss through unhedged or mismatched asset and liability positions that are 
sensitive to changes in interest rates or currencies. Exposure to market risk arises from the Group’s core 
activities of offering loans and deposits to customers. 
 
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, with the overall objective of managing 
market risk in line with the Group’s risk appetite. The Asset and Liability Committee approves the Group’s 
treasury policies and receives regular reports on all aspects of market risk exposure, including interest rate 
risk. 
 
Derivative financial instruments are used by the Group in order to minimise or eliminate the impact of 
movements in interest rates and foreign exchange rates. This includes interest rate and foreign exchange 
swaps and interest rate options.  
 
Whilst the Group is exposed to market risk, as detailed further below, from a regulatory perspective, the Group 
does not meet the threshold for market risk and therefore does not have any risk-weighted assets or capital 
requirements for market risk.  
 
Additional details can be found in the Group’s 2021 Annual Report and Accounts in the Risk Report starting 
on page 151. 
 
Foreign exchange risk 
Foreign exchange risk is the risk that the value of, or net income arising from, assets and liabilities changes 
as a result of movements in exchange rates. The Group has low levels of foreign exchange risk that is managed 
by appropriate financial instruments including derivatives.  
 
The Group has a small number of facilities where customers can borrow in currencies other than Sterling. 
These loans represent less than 1% of the Group’s total assets in both reported years.  
 
Basis risk 
Basis risk is the risk of loss arising from changes in the relationship between interest rates that have similar 
but not identical characteristics (for example, SONIA and the Bank of England base rate). This is monitored 
closely and regularly reported to the Asset and Liability Committee. This risk is managed within established 
risk limits by matching and, where appropriate and necessary, through the use of derivatives and via other 
control procedures.  
 
The Group’s forecasts and plans take in to account the risk of interest rate changes and are prepared and 
stressed accordingly, in line with PRA guidance. 
 
The exposure to basis risk is measured as the earnings at risk due to changes in the relationship between 
interest rates. 
 
Information regarding the Group’s transition from LIBOR to alternative interest rates can be found in the 
Group’s 2021 Annual Report and Accounts in the Risk Report on page 154. Throughout the year, the Group 
has implemented its LIBOR transition programme and, as at 31 December 2021, the majority of the Group’s 
exposures with LIBOR dependency have been transitioned to alternative rates through active communication 
with customers. 
 
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. This risk is managed through the use of 
appropriate financial instruments, including derivatives, with established risk limits, reporting lines, mandates 
and other control procedures. 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.  
 
  



  

Shawbrook Group plc Pillar 3 Disclosures 2021 39 

10. Market risk (continued) 
 
Interest rate sensitivity 
The Group considers a parallel 250 basis points (bps) movement in interest rates to be appropriate for scenario 
testing given the current economic outlook and industry expectations.  
 
The Group estimates that a +/- 250 bps movement in interest rates paid/received would impact the economic 
value of equity as follows: 
• + 250 bps: £13.9 million positive (2020: £14.2 million negative) 
• - 250 bps: £51.1 million positive (2020: £7.3 million positive) 
 
In addition, the effect of the same two interest rate shocks is applied to the statement of financial position at 
year end, to determine how net interest income may change on an annualised basis for one year (earnings at 
risk), as follows: 
• + 250 bps: £59.1 million positive (2020: £62.0 million positive) 
• - 250 bps: £7.3 million negative (2020: £8.9 million positive) 
 
In preparing the above, the Group makes certain assumptions consistent with expected and contractual 
repricing behaviour as well as behavioural repayment profiles of the underlying statement of financial position 
items in relation to the specific scenarios. The results also include the impact of hedge transactions. 
 
The Group confirmed in August 2021 that it was able to implement negative rates tactically should the Bank 
of England have required the Group to do so in response to COVID-19.  
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11. Liquidity risk  
 
Liquidity risk is the risk that the Group is unable to meet its current and future financial obligations as they fall 
due, or is only able to do so at excessive cost. The principal source of liquidity risk for the Group is its retail 
and wholesale deposits, as well as affinity partnerships and bilateral/public securitisations.  
 
Additional details can be found in the Group’s 2021 Annual Report and Accounts in the Risk Report starting 
on page 145. 
 
Managing liquidity risk 
The Group has developed comprehensive funding and liquidity policies to ensure that it maintains sufficient 
liquid assets to be able to meet all of its financial obligations and maintain public confidence. 
 
The Group’s treasury function is responsible for the day-to-day management of the Group’s liquidity and 
wholesale funding. The Board sets limits over the level, composition and maturity of liquidity and deposit 
funding balances, which are reviewed at least annually. Compliance with these limits is monitored on a daily 
basis by finance and risk personnel that are independent of the treasury function.  
 
Stress testing is a major component of liquidity risk management and the Group has developed a diverse 
selection of scenarios covering a range of market-wide and firm specific factors. The Group performs liquidity 
stress tests to ensure that the Group maintains adequate liquidity for business purposes even under stressed 
conditions. The Group’s core liquidity stress test is performed on a daily basis by the finance function, with a 
further series of liquidity stress tests performed on a monthly basis that are formally reported to the Asset and 
Liability Committee and the Board. 
 
A comprehensive review of the Group’s Liquidity Framework, including stress testing, is conducted at least 
annually through the ILAAP. The Asset and Liability Committee, Risk Committee and the Board are heavily 
involved in the full ILAAP life cycle, with all challenges clearly documented. The ILAAP is used to demonstrate 
the Group’s compliance with the PRA’s Overall Liquidity Adequacy Rule and assess funding and liquidity risk 
across the actual and budgeted statement of financial position. 
 
Liquidity buffer 
Liquidity risk is mitigated by maintaining a liquidity buffer of high-quality liquid assets, as defined by the EBA’s 
mandates stemming from the CRR and the Delegated Regulation on the LCR. The size of the required buffer 
is based on an internal 90-day anchor stress test which models the 90-day cash outflow and inflow under an 
assumed market-wide and idiosyncratic stress. This is a qualitative and quantitative modelling exercise which 
considers the size, quality and stickiness of the deposit base. This stress test is more stringent than the LCR 
regulatory stress test and as such, the Group believes the amount and quality of the liquid asset buffer is 
prudent and conservative. The high-quality liquid assets can be monetised to meet stress requirements in line 
with internal stress testing and the requirements of the LCR regulations. 
 
The following table sets out the components of the Group’s liquidity buffer as at 31 December: 
 

 Components of the liquidity buffer 
 

 
2021  

£m 
2020  

£m 
Cash and withdrawable central bank reserves (LCR level 1 assets) 1,672.5 1,255.1 
Central government assets (LCR level 1 assets) 17.1 22.8 
Extremely high-quality covered bonds (LCR level 1 assets) - 97.1 
High-quality covered bonds (LCR level 2A assets) - 9.1 
Total liquidity buffer 1,689.6 1,384.1 

 
The average monthly liquidity buffer throughout the year was £1,477.8 million (2020: £1,665.0 million). 
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11. Liquidity risk (continued) 
 
Monitoring liquidity risk 
A range of market and internal warning indicators are monitored for early signs of liquidity risk. This includes 
the close monitoring of the LCR and the NSFR. 
 
The LCR is a regulatory metric that measures a set of standardised liquidity inflows and outflows over a period 
of 30 days. The following table sets out the Group’s LCR and is presented based on the format set out in the 
EBA’s guidelines on LCR disclosure, including only the rows applicable to the Group per these guidelines. 
 

 Liquidity coverage ratio (EU LIQ1) 
 

   2021  2020  
21 Liquidity buffer (£m) 1,689.6 1,384.1 
22 Total net cash outflows (£m) 681.9 602.6 
23 Liquidity coverage ratio (%) 247.8 229.7 

 
The Group’s liquidity surplus continues to exceed the Group’s regulatory minimum and internal risk appetite. 
 
The NSFR is a regulatory metric that measures the amount of stable funding available compared to the amount 
of stable funding required. Based on current interpretations of regulatory requirements and guidance, the 
Group’s NSFR as at 31 December 2021 is 136.4% (2020: 136.7%). This is in excess of the minimum level of 
100% that will come into effect on 1 January 20221.  

 
1  In the UK, the timing of a binding NSFR has been extended by the PRA and it will now become effective from 1 January 2022, as part 

of the revised Capital Requirements Regulation (CRR II) implementation. Upon implementation, the NSFR must be at least equal to 
100% on an ongoing basis. 
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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 following disclosures are presented based on the format set out in the EBA Regulatory Technical 
Standards on disclosure of encumbered and unencumbered assets. For ease of reading, tables only include 
items applicable to the Group, with nil rows/columns omitted. The values presented in the tables, including 
totals, are median values calculated using quarterly data.  
 
It should be noted that the Group has not presented information about collateral received by an institution 
(Template B: Collateral received). The Group omits such data on the grounds of confidentiality, as permitted 
by the waiver provided by the PRA in SS11/14 ‘CRD IV: compliance with the EBA’s guidelines on the disclosure 
of encumbered and unencumbered assets’ (see Appendix 5). 
 

 Encumbered and unencumbered assets (Template A) 
 

            2021 

  

  
Carrying amount of 
encumbered assets  

Fair value of 
encumbered assets   

Carrying amount of 
unencumbered 

assets   

Fair value of 
unencumbered 

assets  

  £m 

of which 
notionally 

eligible 
EHQLA 

and 
HQLA 

£m  £m 

of which 
notionally 

eligible 
EHQLA 

and 
HQLA 

£m  £m 

of which 
EHQLA 

and 
HQLA 

£m  £m 

of which 
EHQLA 

and 
HQLA 

£m 
  010 030  040 050  060 080  090 100 

010 
Assets of the 
reporting 
institution: 

1,710.9 1,390.3     8,363.7 1,482.8    

040 Debt securities 323.9 323.9  323.9 323.9  94.7 49.1  94.7 49.1 
050 of which: 

covered bonds 284.2 284.2  284.2 284.2  30.0 26.4  30.0 26.4 

060 
of which: asset-
backed 
securities 

39.7 39.7  39.7 39.7  64.7 22.6  64.7 22.6 

080 
of which: issued 
by financial 
corporations 

323.9 323.9  323.9 323.9  94.7 49.1  94.7 49.1 

120 Other assets1 1,414.1 1,097.9     8,224.1 1,394.3    
 

            2020 

  

  
Carrying amount of 
encumbered assets  

Fair value of 
encumbered assets   

Carrying amount of 
unencumbered 

assets   

Fair value of 
unencumbered 

assets  

  £m 

of which 
notionally 

eligible 
EHQLA 

and HQLA 
£m  £m 

of which 
notionally 

eligible 
EHQLA 

and HQLA 
£m  £m 

of which 
EHQLA 

and 
HQLA 

£m  £m 

of which 
EHQLA 

and 
HQLA 

£m 
  010 030  040 050  060 080  090 100 

010 
Assets of the 
reporting 
institution: 

1,475.5 1,133.2     7,454.4 1,615.4    

040 Debt securities 150.7 150.7  150.7 150.7  153.8 114.3  153.8 114.3 

050 of which: 
covered bonds 150.7 150.7  150.7 150.7  113.9 100.2  113.9 100.2 

060 
of which: asset-
backed 
securities 

- -  - -  39.7 13.9  39.7 13.9 

080 
of which: issued 
by financial 
corporations 

150.7 150.7  150.7 150.7  153.8 114.3  153.8 114.3 

120 Other assets1 1,331.9 975.4     7,261.2 1,492.2    

 
1  In line with the EBA’s Regulatory Technical Standards on disclosure of encumbered and unencumbered assets, other assets includes 

all remaining regulatory balance sheet assets, including cash on hand, loans on demand and loans and advances other than loans on 
demand. 
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12. Asset encumbrance (continued) 
 

 Sources of encumbrance (Template C) 
 

   2021 

  

Matching liabilities, 
contingent liabilities or 

securities lent  
£m  

Assets, collateral 
received and own debt 
securities issued other 

than covered bonds 
and ABSs encumbered 

£m 
  010 030 
010 Carrying amount of selected financial liabilities 1,055.1 1,711.3 

 
   2020 

  

Matching liabilities, 
contingent liabilities or 

securities lent  
£m  

Assets, collateral 
received and own debt 
securities issued other 

than covered bonds and 
ABSs encumbered 

£m 
  010 030 
010 Carrying amount of selected financial liabilities 1,064.3 1,475.5 

 
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 with the Bank of England for use as collateral 
under the Bank of England’s Term Funding Scheme with additional incentives for SMEs. The Group also 
pledges loans as collateral against secured bank borrowing and to its securitisation programme. A balance of 
loans to banks are also pledged as collateral against derivative contracts. 
 
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 2021 Annual Report and Accounts in the Risk Report starting on 
page 149.  
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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 73 individuals who were identified as MRTs for the year ended 31 December 2021. 
 
Remuneration Committee 
The Remuneration Committee 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 Chair of the Board, Executive Directors and all other MRTs. The Remuneration Committee exercises 
independent judgement on remuneration policies and practices and the incentives created to align senior 
management’s interests with those of key stakeholders. 
 
As at 31 December 2021, the Remuneration Committee comprises four Non-Executive Directors, one of whom 
is the Chair of the Board, and two Institutional Directors. The Remuneration Committee met on four occasions 
during 2021. At the invitation of the Chair of the Remuneration Committee, on occasion, other attendees 
included the Chief Executive Officer, Chief People and Marketing Officer, Chief Risk Officer and Group Head 
of Reward. The Head of Secretariat provides secretariat support and Deloitte LLP provides independent advice 
to the Committee on all executive remuneration matters. In line with the Framework Agreement and 
Memorandum of Understanding, the Shareholder has representation on the Committee. Where applicable, 
decisions are escalated through the Board to the Shareholder for approval. 
 
During 2021, in addition to cyclical agenda items, the Remuneration Committee considered and approved 
remuneration terms associated with the change in Chief Executive Officer and oversaw several changes to its 
remuneration policy to align to the regulatory changes under CRD V. The Remuneration Committee also 
continued to monitor progress against the Group’s diversity and inclusion initiatives. 
 
The Remuneration Committee’s terms of reference were reviewed and updated in March 2022. The full terms 
of reference are available on the Group’s website at: www.shawbrook.co.uk/investors/ 
 
Remuneration policy and structure: Link between pay and performance 
The policy table below summarises the key components of the Group’s reward package that apply to all MRTs 
(excluding Non-Executive Directors, for whom a fixed fee is payable) during 2021. The Directors’ 
Remuneration Report within the Group’s 2021 Annual Report and Accounts sets out how the key components 
apply for Executive Directors. From 2021, the maximum ratio of total variable remuneration to fixed 
remuneration for all MRTs will be capped at 200% in line with regulatory requirements. 
 

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 as well as the skills and experience of the 
individual.  
 
Salaries are normally reviewed on an annual basis, with increases 
typically in line with the wider workforce. 
 

Pension To provide a competitive 
post-retirement benefit 
supporting the long-term 
financial wellbeing of 
employees.  
 

MRTs may participate in the Group's workplace pension 
arrangement. 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 benefits to 
support the wellbeing of 
employees. 

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

Continued. 
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13. Remuneration (continued) 
 

Element Purpose and link to 
strategy 

Operation and performance measures 

Annual 
discretionary 
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 encourages 
longer-term focus and 
risk alignment. 
 

Annual bonus awards are determined with reference to financial, 
non-financial and individual objectives. Specific performance 
measures and objectives are reviewed on an annual basis to ensure 
they appropriately align to the Group’s ongoing strategy. 
 
When finalising individual award levels, consideration is given to the 
overall performance of the Group, business area performance, 
individual performance against agreed objectives, including 
alignment with our purpose and experience principles, as well as the 
outcome of the independent risk adjustment process. Poor financial 
and/or non-financial performance can result in the bonus being 
reduced, including potentially to zero. 
 
Awards over a threshold level (set by the Remuneration Committee 
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. 
 

Selected members of the Group’s senior management participate in 
the Group’s long-term incentive arrangements.  
 
Typically, from 2021, any awards will be subject to an assessment 
of prior performance at an individual and Group level. This 
assessment of performance will be typically no less than 12 months 
pre-grant of award.  
 
The future vesting of such awards is linked to the growth in the 
underlying value of the Group by reference to the achievement of 
hurdles which have been set relative to the Group’s business plan.  
 
Any value delivered under these long-term arrangements will 
ordinarily only be released upon an exit event (i.e. the sale of the 
Group, the majority of its assets or an initial public offering).  
 
Awards are subject to the Group’s malus and clawback provisions. 
 

 
Remuneration for Material Risk Takers 
In the year ended 31 December 2021, there were 73 MRTs. The table below shows the total fixed and variable 
remuneration awarded to these MRTs in respect of the year ended 31 December 20211. 
 

 Remuneration for Material Risk Takers 
 

  2021 

 
MRT Total  

£’000 % of total 
Fixed remuneration 12,946 66 
Variable remuneration awarded in cash and shares (face value) 6,682 34 
Total remuneration 19,628 100 

 
  

 
1 In the year ended 31 December 2021, whilst not paid directly to the individuals, the Group incurred fees of £0.1 million in relation to the 

Institutional Directors appointed to the Board by the ultimate parent company, as set out and agreed within the Framework Agreement. 
The Institutional Directors are not employed by the Group and these fees are not included in the tables. 
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13. Remuneration (continued) 
 
The table below shows an analysis of total remuneration awarded to MRTs in the year ended 31 December 
2021 by business area: 
 

 Remuneration for Material Risk Takers by business area 
 

       2021 
 Enterprise   Savings and Central  

 

Property 
Finance 

£’000 

Business 
Finance 

£’000 

Consumer 
Lending 

£’000 

TML 
Mortgages 

£’000 

Control 
Functions 

£’000 

Other 
Central 

Functions 
£’000  

Total 
£’000 

Total 
remuneration 1,452 2,345 1,390 2,235 3,637 8,569 19,628 

 
One MRT was remunerated in excess of €1.0 million in respect of the year ended 31 December 2021.  
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Appendix 1: Disclosure of own funds 
 
The table below presents the composition of the Group’s regulatory capital position as at 31 December on a 
CRD V transitional basis after applying IFRS 9 transitional arrangements. Appendix 3 provides additional 
details regarding the ‘transitional adjustment for IFRS 9’. 
 
The table is presented based on the format set out in the EBA Implementing Technical Standards on disclosure 
for own funds. For ease of reading, the table only includes items applicable to the Group, with nil lines omitted. 
 

 Capital composition 
 

  2021 2020 
 Common Equity Tier 1 capital: instruments and reserves   
1 Capital instruments and the related share premium accounts (£m) 89.8 89.8 
1a of which: Ordinary shares (£m) 2.5 2.5 
1b of which: Share premium (£m) 87.3 87.3 
2 Retained earnings (£m) 740.8 600.7 
3 Accumulated other comprehensive income (and other reserves) (£m) 5.6 - 
6 Common Equity Tier 1 capital before regulatory adjustments (£m) 836.2 690.5 
    
 Common Equity Tier 1 capital: regulatory adjustments   
8 Intangible assets (net of related tax liability) (negative amount) (£m) (75.2) (65.1) 
 IFRS 9 transitional adjustment to Common Equity Tier 1 capital (£m) 17.3 40.9 
28 Total regulatory adjustments to Common Equity Tier 1 capital (£m) (57.9) (24.2) 
    
29 Common Equity Tier 1 capital (£m) 778.3 666.3 
    
 Additional Tier 1 capital: instruments   
30 Capital instruments and the related share premium accounts (£m) 124.0 124.0 
31 of which: classified as equity under applicable accounting standards (£m) 124.0 124.0 
36 Additional Tier 1 capital before regulatory adjustments (£m) 124.0 124.0 
    
44 Additional Tier 1 capital (£m) 124.0 124.0 
    
45 Tier 1 capital (£m) 902.3 790.3 
    
 Tier 2 capital: instruments and provisions   
46 Capital instruments and the related share premium accounts (£m) 94.1 94.1 
51 Tier 2 capital before regulatory adjustments (£m) 94.1 94.1 
    
58 Tier 2 capital (£m) 94.1 94.1 
    
59 Total capital (£m) 996.4 884.4 
    
60 Total risk weighted assets (£m) 6,137.6 5,271.7 

Continued. 
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Appendix 1:  Disclosure of own funds (continued) 
 

  2021 2020 
 Capital ratios and buffers   
61 Common Equity Tier 1 (as a percentage of risk exposure amount) 12.7% 12.6% 
62 Tier 1 (as a percentage of risk exposure amount) 14.7% 15.0% 
63 Total capital (as a percentage of risk exposure amount) 16.2% 16.8% 

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 systemically 
important institution buffer expressed as a percentage of risk exposure amount) 

7.0% 7.0% 

65 of which: capital conservation buffer requirement 2.5% 2.5% 
66 of which: countercyclical buffer requirement 0.0% 0.0% 

68 Common Equity Tier 1 available to meet buffers (as a percentage of risk 
exposure amount) 8.2% 8.1% 

    
 Amounts below the thresholds for deduction (before risk weighting)   

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) (£m) 

13.1 10.6 

    
 Applicable caps on the inclusion of provisions in Tier 2 capital   

77 Cap on inclusion of credit risk adjustments in Tier 2 capital under standardised 
approach (£m) 69.8 59.4 
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Appendix 1:  Disclosure of own funds (continued) 
 
The table below provides details of the capital instruments included in the Group’s capital as at 31 December 
2021.  
 
The table is presented based on the format set out in the EBA Implementing Technical Standards on disclosure 
for own funds. 
 

 Capital instruments’ main features 
 

 Capital Instruments main 
features template     

1 Issuer Shawbrook 
Group plc 

Shawbrook 
Group plc 

Shawbrook 
Group plc 

Shawbrook 
Group plc 

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

None XS1731676794 XS2058891917 XS2199260576 

3 Governing law(s) of the 
instrument 

English English English English 

 Regulatory treatment     
4 Transitional CRR rules Common Equity 

Tier 1 
Additional Tier 1 Tier 2 Tier 2 

5 Post-transitional CRR rules Common Equity 
Tier 1 

Additional Tier 1 Tier 2 Tier 2 

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

Consolidated  
 

Solo & 
Consolidated 
 

Solo & 
Consolidated 

Solo & 
Consolidated 
 

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

Ordinary shares Perpetual 
subordinated 
capital securities 

Subordinated 
Debt 

Subordinated 
debt 

8 Amount recognised in 
regulatory capital (£m) 

2.5 124.0 20.0 74.1 

9 Nominal amount of instrument 
(£m) 

2.5 125.0 20.0 75.0 

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

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 

Par plus accrued 
but unpaid 
interest 

10 Accounting classification Equity Equity Liability – 
amortised cost 

Liability – 
amortised cost 

11 Original date of issuance 31 March 2015 8 December 
2017 

27 September 
2019 

10 July 2020 

12 Perpetual or dated Perpetual Perpetual Dated Dated 
13 Original maturity date No maturity No maturity 27 September 

2029 
10 October 2030 

14 Issuer call subject to prior 
supervisory approval 

No Yes Yes Yes 

15 Optional call date, contingent 
call dates and redemption 
amount 

N/A 8 December 
2022; par 
regulatory/ tax 
call 

27 September 
2024; par 
regulatory/ tax 
call 

10 October 
2025; par 
regulatory/ tax 
call 

16 Subsequent call dates, if 
applicable 

N/A Each reset date 
thereafter 

None None 

Continued.  
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Appendix 1:  Disclosure of own funds (continued) 
 

 Coupons/dividends     
17 Fixed or floating 

dividend/coupon 
Discretionary 
dividend amount 

Fixed 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 

6.5% 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 

9.0% 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 No 
20a Fully discretionary, partially 

discretionary or mandatory (in 
terms of timing) 

Fully 
discretionary 

Fully 
discretionary 

Mandatory Mandatory 

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

Fully 
discretionary 

Fully 
discretionary 

Mandatory Mandatory 

21 Existence of step up or other 
incentive to redeem 

N/A No No No 

22 Noncumulative or cumulative N/A Non-cumulative Non-cumulative Non-cumulative 
23 Convertible or non-convertible N/A Non-convertible Non-convertible Non-convertible 
24 If convertible, conversion 

trigger(s) 
N/A N/A N/A N/A 

25 If convertible, fully or partially N/A N/A N/A N/A 
26 If convertible, conversion rate N/A N/A N/A N/A 
27 If convertible, mandatory or 

optional conversion 
N/A N/A N/A N/A 

28 If convertible, specify 
instrument type convertible into 

N/A N/A N/A N/A 

29 If convertible, specify issuer of 
instrument it converts into 

N/A N/A N/A N/A 

30 Write-down features N/A Yes None 
contractual, 
statutory via bail-
in 

None 
contractual, 
statutory via bail-
in 

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

N/A Group Common 
Equity Tier 1 
capital ratio 
below 7.00% 

N/A N/A 

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

temporary 
N/A Permanent N/A N/A 

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

N/A 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 Senior secured 

36 Non-compliant transitioned 
features 

No No No No 

37 If yes, specify non-compliant 
features 

N/A N/A N/A N/A 
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Appendix 2: Statement of financial position to regulatory capital reconciliation 
 
The following tables provide a reconciliation from the Group’s consolidated statement of financial position to 
the regulatory capital for the Group. The first table provides extracts from the Group’s consolidated statement 
of financial position. The second table sets out the Group’s regulatory capital composition. The letters in the 
‘reference’ column illustrate how the amounts per the consolidated statement of financial position map to the 
regulatory capital table. 
 

 Reconciliation from statement of financial position to regulatory capital 
 

 
2021 

£m 
2020 

£m  Reference 
Assets    
Intangible assets 75.2 65.1  
of which: deduction from Common Equity Tier 1 capital 75.2 65.1 A 
Total assets 11,029.5 8,937.5  
    
Liabilities    
Subordinated debt liability 96.8 96.8  
of which: Tier 2 capital 94.1 94.1 B 
Total liabilities 10,069.3 8,123.0  
    
Equity    
Called up share capital 2.5 2.5  
of which: amount eligible for Common Equity Tier 1 capital 2.5 2.5 C 
Share premium account 87.3 87.3  
of which: amount eligible for Common Equity Tier 1 capital 87.3 87.3 D 
Capital securities 124.0 124.0  
of which: amount eligible for Additional Tier 1 capital 124.0 124.0 E 
Capital contribution reserve 5.6 -  
of which: amount eligible for Common Equity Tier 1 capital 5.6 - F 
Retained earnings 740.8 600.7  
of which: amount eligible for Common Equity Tier 1 capital 740.8 600.7 G 
Total equity 960.2 814.5  
    
Total liabilities and equity 11,029.5 8,937.5  
    
Non-statement of financial position items:    
Transitional adjustment for IFRS 9 17.3 40.9 H 

 

Group 
2021 

£m 
2020 

£m Reference 
Capital instruments and the related share premium accounts 89.8 89.8 C+D 
Retained earnings 740.8 600.7 G 
Other reserves 5.6 - F 
Intangible assets net of associated deferred tax liabilities (75.2) (65.1) A 
Transitional adjustment for IFRS 9 17.3 40.9 H 
Common Equity Tier 1 capital  778.3 666.3  
    
Capital instruments and the related share premium accounts 124.0 124.0 E 
Additional Tier 1 capital 124.0 124.0  
    
Total Tier 1 capital 902.3 790.3  
    
Capital instruments and the related share premium accounts 94.1 94.1 B 
Tier 2 capital 94.1 94.1  
    
Total regulatory capital 996.4 884.4  
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Appendix 3: IFRS 9 transitional arrangements disclosure 
 
The Group has elected to use a transitional approach when recognising the impact of adopting IFRS 9 
‘Financial Instruments’. The transitional approach involves phasing in the full impact using transitional factors 
published in Regulation (EU) 2017/2395. This permits the entities to add back to their capital base a proportion 
of the impact that IFRS 9 has upon their loss allowances for non-credit impaired loans during the first five years 
of implementation. This add back is referred to throughout this document as the ‘transitional adjustment for 
IFRS 9’.  
 
Per the transitional factors set out in Regulation (EU) 2017/2395, the proportion that may be added back in 
2021 is 50% (2020: 70%). However, in response to the COVID-19 pandemic, the EU reviewed the transitional 
arrangements and reached agreement to reset the proportions for relevant ECLs raised from 1 January 2020, 
as set out in the CRR ‘Quick Fix’, a change that was accepted by the PRA. As a result, for non-credit impaired 
ECLs raised from 1 January 2020, the revised add-back percentage for 2021 is 100% (2020: 100%). Provisions 
raised prior to 2020 continue to follow the original transitional factors set out in Regulation (EU) 2017/2395.  
 
To illustrate the impact of using this transitional approach, the following tables provide a comparison of own 
funds and capital and leverage ratios with and without the application of transitional arrangements for IFRS 9. 
The tables are presented based on the format set out in the EBA guidelines on uniform disclosure of IFRS 9 
transitional arrangements1.  
 

 Comparison of institutions’ own funds and capital and leverage ratios with and without the 
application of transitional arrangements for IFRS 9 (IFRS 9-FL) 

 

  2021 2020 
 Available capital (amounts)   
1 Common Equity Tier 1 capital (£m) 778.3 666.3 

2 Common Equity Tier 1 capital as if IFRS 9 transitional arrangements had not 
been applied (£m) 761.0 625.4 

3 Tier 1 capital (£m) 902.3 790.3 

4 Tier 1 capital as if IFRS 9 transitional arrangements had not been applied 
(£m) 885.0 749.4 

5 Total capital (£m) 996.4 884.4 

6 Total capital as if IFRS 9 transitional arrangements had not been applied 
(£m) 979.1 843.5 

    
 Risk-weighted assets (amounts)   
7 Total risk-weighted assets (£m) 6,137.6 5,271.7 

8 Total risk-weighted assets as if IFRS 9 transitional arrangements had not 
been applied (£m) 6,130.2 5,238.7 

    
 Capital ratios   
9 Common Equity Tier 1 (as a percentage of risk exposure amount) 12.7% 12.6% 

10 Common Equity Tier 1 (as a percentage of risk exposure amount) as if IFRS 
9 transitional arrangements had not been applied 12.4% 11.9% 

11 Tier 1 (as a percentage of risk exposure amount) 14.7% 15.0% 

12 Tier 1 (as a percentage of risk exposure amount) as if IFRS 9 transitional 
arrangements had not been applied 14.4% 14.3% 

13 Total capital (as a percentage of risk exposure amount) 16.2% 16.8% 

14 Total capital (as a percentage of risk exposure amount) as if IFRS 9 
transitional arrangements had not been applied 16.0% 16.1% 

    
 Leverage ratio   
15 Leverage ratio total exposure measure (£m) 11,264.2 9,135.0 
16 Leverage ratio 8.0% 8.7% 
17 Leverage ratio as if IFRS 9 transitional arrangements had not been applied 7.9% 8.2% 

 
1  The Group has chosen not to apply the temporary treatment specified under CRR Article 468 (as amended via the CRR 'Quick Fix' 

revisions published in June 2020) and therefore the reported own funds, capital and leverage ratios already reflect the full impact of 
unrealised gains and losses on holdings in government and public sector debt measured at fair value through other comprehensive 
income. For this reason, the Group has continued to use the IFRS 9-FL template and has not used the revised template (IFRS 9/Article 
468-FL) set out in EBA/GL/2020/12. 
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Appendix 4: Disclosures for Shawbrook Bank Limited 
 
Background 
Shawbrook Bank Limited is the principal subsidiary of Shawbrook Group plc and is regulated by the PRA and 
the FCA (company number: 00388466; financial services reference number: 204574).  
 
Shawbrook Bank Limited has one regulated subsidiary, The Mortgage Lender Limited. The Mortgage Lender 
Limited was acquired by Shawbrook Bank Limited in February 2021 and is regulated by the FCA (company 
number: 09280057; financial services reference number: 707058).  
 
Shawbrook Bank Limited has a solo-consolidation waiver, which allows it to incorporate The Mortgage Lender 
Limited, and also its consolidated structured entities, when calculating its requirements under Article 6(1) of 
the CRR. Consequently, Shawbrook Bank Limited is supervised and reports to its regulators on a ‘partially’ 
consolidated basis only (i.e. including The Mortgage Lender Limited and consolidated structured entities, but 
excluding its dormant unregulated subsidiaries). This differs to the reporting basis used in the statutory 
accounts, which reports upon Shawbrook Bank Limited as a standalone entity and on a fully consolidated 
basis.  
 
In accordance with Article 13 of the CRR, this appendix sets out reduced Pillar 3 disclosures for Shawbrook 
Bank Limited (the ‘Bank’). This includes a summary of key risk metrics and information on capital resources, 
capital requirements and credit risk exposures. Information relating to remuneration and the use of credit risk 
mitigation techniques is consistent with that disclosed for the Group in Section 13 and Section 6, respectively. 
 
The disclosures throughout this appendix are on the ‘partially’ consolidated basis detailed above (i.e. including 
The Mortgage Lender Limited and consolidated structured entities) in order to align to the basis used for 
regulatory purposes.  
 
Key risk metrics 
The table below summarises the Bank’s key risk metrics as at 31 December. The metrics disclosed are 
presented on a CRD V transitional basis after applying IFRS 9 transitional arrangements. Further details of 
IFRS 9 transitional arrangements are provided in Appendix 3. Table 43 on page 58 provides a comparison of 
the Bank’s reported capital metrics (including transitional adjustments) to the capital metrics as if IFRS 9 
transitional arrangements had not been applied (the ‘fully loaded’ basis). 
 

 Key risk metrics for Shawbrook Bank Limited 
 

 2021 2020 
Available capital   
Common Equity Tier 1 capital (£m) 775.7 663.7 
Tier 1 capital (£m) 900.7 788.7 
Total capital (£m) 995.7 883.7 
   
Risk-weighted assets   
Total risk-weighted assets (£m) 6,134.0 5,268.4 
   
Capital ratios (as a percentage of risk-weighted exposure amount)   
Common Equity Tier 1 capital ratio (%) 12.6 12.6 
Tier 1 capital ratio (%) 14.7 15.0 
Total capital ratio (%) 16.2 16.8 
   
Leverage ratio   
Leverage ratio (%) 8.0 8.6 

 
The Bank complied with all externally imposed capital requirements to which it is subject to in both the reported 
years. The structure of the Group and the Bank are closely aligned and, as such, there is no significant 
difference in any of the above metrics when comparing the Group and the Bank 
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Appendix 4:  Disclosures for Shawbrook Bank Limited (continued) 
 
Capital resources 
The following disclosures are presented on a CRD V transitional basis after applying IFRS 9 transitional 
arrangements. Further details of IFRS 9 transitional arrangements are provided in Appendix 3. Table 43 on 
page 58 provides a comparison of the Bank’s reported capital metrics (including transitional adjustments) to 
the capital metrics as if IFRS 9 transitional arrangements had not been applied (the ‘fully loaded’ basis). 
 
Capital composition 
The following table summarises the composition of the Bank’s regulatory capital as at 31 December. 
 

 Capital composition for Shawbrook Bank Limited 
 

 
2021 

£m 
2020 

£m 
Common Equity Tier 1 capital   
Share capital 175.5 175.5 
Share premium account 81.0 81.0 
Capital contribution reserve 23.9 17.7 
Merger reserve 1.6 1.6 
Retained earnings 531.6 392.0 
Regulatory adjustment to Common Equity Tier 1 capital   
Intangible assets (55.2) (45.1) 
Transitional adjustment for IFRS 9  17.3 41.0 
Common Equity Tier 1 capital 775.7 663.7 
   
Additional Tier 1 capital   
Capital securities 125.0 125.0 
Additional Tier 1 capital 125.0 125.0 
   
Total Tier 1 capital 900.7 788.7 
   
Tier 2 capital   
Subordinated debt liability  95.0 95.0 
Tier 2 capital 95.0 95.0 
   
Total regulatory capital  995.7 883.7 

 
Movements in regulatory capital 
The following table sets out movements in the Bank’s regulatory capital during the year. 
 

 Movements in regulatory capital for Shawbrook Bank Limited 
 

    2021 

 

Common Equity 
Tier 1 capital 

£m 

Additional 
Tier 1 capital 

£m 
Tier 2 capital  

£m 
Total capital 

£m 
As at 1 January 663.7 125.0 95.0 883.7 
Increase in capital contribution reserve 6.2 - - 6.2 
Movement in retained earnings:     

Profit for the year  149.4 - - 149.4 
Coupon paid on capital securities (9.8) - - (9.8) 

Increase in intangible assets, net of 
associated deferred tax liabilities (10.1) - - (10.1) 
Decrease in transitional adjustment for 
IFRS 9 (23.7) - - (23.7) 

As at 31 December 775.7 125.0 95.0 995.7 
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Appendix 4:  Disclosures for Shawbrook Bank Limited (continued) 
 

 
Reconciliation of regulatory capital to statutory equity 
As at 31 December, the Bank’s total regulatory capital reconciles to its total equity per the statement of financial 
position as follows: 
 

 Reconciliation of regulatory capital to statutory equity for Shawbrook Bank Limited 
 

 
2021 

£m 
2020 

£m 
Total regulatory capital 995.7 883.7 
Subordinated debt liability (95.0) (95.0) 
Intangible assets  55.2 45.1 
Transitional adjustment for IFRS 9  (17.3) (41.0) 
Total equity 938.6 792.8 
Of which: Shawbrook Bank Limited 942.8 792.9 
Of which: regulated subsidiaries included via solo-consolidation waiver (4.2) (0.1) 

 
 
  

    2020 

 

Common Equity 
Tier 1 capital 

£m 

Additional Tier 
1 capital 

£m 
Tier 2 capital  

£m 
Total capital 

£m 
As at 1 January 594.4 125.0 94.9 814.3 
Increase in capital contribution reserve 0.5 - - 0.5 
Movement in retained earnings:     

Profit for the year  58.2 - - 58.2 
Coupon paid on capital securities (9.8) - - (9.8) 

Decrease in intangible assets, net of 
associated deferred tax liabilities 1.5 - - 1.5 

Increase in transitional adjustment for 
IFRS 9 18.9 - - 18.9 

Issuances of subordinated debt - - 75.0 75.0 
Repurchases and redemption of 
subordinated debt - - (75.0) (75.0) 

Other movements - - 0.1 0.1 
As at 31 December 663.7 125.0 95.0 883.7 
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Appendix 4:  Disclosures for Shawbrook Bank Limited (continued) 
 
Leverage ratio 
The following table sets out details regarding the components used to calculate the Bank’s leverage ratio as 
at 31 December. The table is presented based on the format set out in the EBA Implementing Technical 
Standards on disclosure of the leverage ratio. For ease of reading, the table only includes items applicable to 
the Bank, with nil lines omitted.  
 

 Leverage ratio common disclosure for Shawbrook Bank Limited (LRCom) 
 

  
2021 

£m  
2020 

£m  

 On-balance sheet exposures (excluding derivatives, SFTs and fiduciary 
assets)   

1 On-balance sheet items (excluding derivatives, SFTs and fiduciary assets, 
but including collateral) 10,987.2 8,913.2 

2 Asset amounts deducted in determining Tier 1 capital (55.2) (45.1) 
 Transitional adjustment for IFRS 9 17.3 41.0 

3 Total on-balance sheet exposures (excluding derivatives, SFTs and 
fiduciary assets) 10,949.3 8,909.1 

    
 Derivative exposures   

4 Replacement cost associated with all derivatives transactions (i.e. net of 
eligible cash variation margin) 24.8 16.8 

5 Add-on amounts for potential future exposure (PFE) associated with all 
derivatives transactions (mark-to-market method) 10.7 8.7 

11 Total derivative exposures 35.5 25.5 
    
 Other off-balance sheet exposures   
17 Off-balance sheet exposures at gross notional amount 1,638.2 1,088.7 
18 Adjustments for conversion to credit equivalent amounts (1,359.6) (888.4) 
19 Total other off-balance sheet exposures 278.6 200.3 
    
 Capital and total exposures   
20 Tier 1 capital 900.7 788.7 
21 Leverage ratio total exposure measure 11,263.4 9,134.9 
22 Leverage ratio (%) 8.0% 8.6% 
    

 Choice on transitional arrangements and amount of derecognised 
fiduciary items   

EU-23 Choice on transitional arrangements for the definition of the capital measure Transitional Transitional 
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Appendix 4:  Disclosures for Shawbrook Bank Limited (continued) 
 
Minimum capital requirements 
Consistent with the Group, to determine minimum capital requirements under CRD V, the Bank applies the 
standardised approach to measure credit risk, counterparty credit risk and securitisation exposures and the 
basic indicator approach to measure operational risk. Under these approaches the Group calculates its Pillar 
1 capital requirement based on 8% of total risk-weighted assets. The Bank does not meet the threshold for 
market risk and therefore does not have any capital requirements for market risk. 
 
The table below provides an overview of the Bank’s risk-weighted assets and minimum Pillar 1 capital 
requirements as at 31 December. The table is presented based on the format set out in the EBA guidelines on 
disclosure requirements under Part Eight of Regulation (EU) No 575/2013. For ease of reading, the table only 
includes items applicable to the Group, with nil lines omitted. 
 

 Overview of risk-weighted assets (EU OV1) and minimum capital requirements under Pillar 
1 for Shawbrook Bank Limited 

 

  Risk-weighted assets  
Minimum capital 

requirements 

  
 2021  

£m 
2020 

£m  
 2021  

£m 
2020 

£m 
1 Credit risk (excluding counterparty credit risk) 5,582.3 4,748.0  446.5 379.8 
2 of which: standardised approach 5,582.3 4,748.0  446.5 379.8 
       
6 Counterparty credit risk 1.0 2.6  0.1 0.2 
12 of which: credit valuation adjustment 1.0 2.6  0.1 0.2 
       

14 Securitisation exposures in the banking 
book 20.9 15.9  1.7 1.3 

18 of which: standardised approach 20.9 15.9  1.7 1.3 
       
23 Operational risk 529.8 501.9  42.4 40.2 
24 of which: basic indicator approach 529.8 501.9  42.4 40.2 
       
29 Total 6,134.0 5,268.4  490.7 421.5 

 
Page 17 sets out the minimum capital requirements (Table 9) and Total Capital Requirement for the Group. 
This information also applies to the Bank.  
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Appendix 4:  Disclosures for Shawbrook Bank Limited (continued) 
 
IFRS 9 transitional arrangements disclosure 
As fully detailed in Appendix 3, a transitional approach is used when recognising the impact of adopting IFRS 
9 ‘Financial Instruments’. 
 
To illustrate the impact of using this transitional approach, the following tables provide a comparison of the 
Bank’s own funds and capital and leverage ratios with and without the application of transitional arrangements 
for IFRS 9. The tables are presented based on the format set out in the EBA guidelines on uniform disclosure 
of IFRS 9 transitional arrangements1.  
 

 Comparison of institutions’ own funds and capital and leverage ratios with and without the 
application of transitional arrangements for IFRS 9 for Shawbrook Bank Limited (IFRS 9-FL) 

 
  2021 2020 
 Available capital (amounts)   
1 Common Equity Tier 1 capital (£m) 775.7 663.7 

2 Common Equity Tier 1 capital as if IFRS 9 transitional arrangements had not 
been applied (£m) 758.4 622.7 

3 Tier 1 capital (£m) 900.7 788.7 

4 Tier 1 capital as if IFRS 9 transitional arrangements had not been applied 
(£m) 883.4 747.7 

5 Total capital (£m) 995.7 883.7 

6 Total capital as if IFRS 9 transitional arrangements had not been applied 
(£m) 978.4 842.7 

    
 Risk-weighted assets (amounts)   
7 Total risk-weighted assets (£m) 6,134.0 5,268.4 

8 Total risk-weighted assets as if IFRS 9 transitional arrangements had not 
been applied (£m) 6,126.7 5,235.4 

    
 Capital ratios   
9 Common Equity Tier 1 (as a percentage of risk exposure amount) 12.6% 12.6% 

10 Common Equity Tier 1 (as a percentage of risk exposure amount) as if IFRS 
9 transitional arrangements had not been applied 12.4% 11.9% 

11 Tier 1 (as a percentage of risk exposure amount) 14.7% 15.0% 

12 Tier 1 (as a percentage of risk exposure amount) as if IFRS 9 transitional 
arrangements had not been applied 14.4% 14.3% 

13 Total capital (as a percentage of risk exposure amount) 16.2% 16.8% 

14 Total capital (as a percentage of risk exposure amount) as if IFRS 9 
transitional arrangements had not been applied 16.0% 16.1% 

    
 Leverage ratio   
15 Leverage ratio total exposure measure (£m) 11,263.4 9,134.9 
16 Leverage ratio 8.0% 8.6% 
17 Leverage ratio as if IFRS 9 transitional arrangements had not been applied 7.9% 8.2% 

 
  

 
1  The Group has chosen not to apply the temporary treatment specified under CRR Article 468 (as amended via the CRR 'Quick Fix' 

revisions published in June 2020) and therefore the reported own funds, capital and leverage ratios already reflect the full impact of 
unrealised gains and losses on holdings in government and public sector debt measured at fair value through other comprehensive 
income. For this reason, the Group has continued to use the IFRS 9-FL template and has not used the revised template (IFRS 9/Article 
468-FL) set out in EBA/GL/2020/12. 
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Appendix 4:  Disclosures for Shawbrook Bank Limited (continued) 
 
Credit risk exposures 
The following table sets out the Bank’s credit risk exposures by exposure class, together with the associated 
average credit risk exposure (calculated as the average of the exposure for the previous four quarters). The 
table also includes risk-weighted assets and minimum capital requirements under Pillar 1 for each of the 
respective exposure classes. The Bank uses the standardised approach in determining the level of capital 
necessary for regulatory purposes. Under the standardised approach, the Pillar 1 requirement in respect of 
credit risk is based on 8% of the risk-weighted assets for each of the following standardised exposure classes. 
 

 Total and average net amount of exposures (EU CRB-B) for Shawbrook Bank Limited 
 

     2021 

  

Exposure 
value at end 

of period 
£m 

Average net 
exposure over 

the period 
£m 

Risk-
weighted 

assets 
£m 

Minimum 
capital 

requirements 
£m 

16 Central governments or central banks 1,741.1 1,488.8 9.5 0.8 
21 Institutions 102.4 111.9 15.5 1.2 
22 Corporates 1,645.1 1,496.1 1,399.5 112.0 
24 Retail1 547.3 555.4 390.2 31.2 

26 Secured by mortgages on immovable 
property 5,729.9 5,394.2 2,312.5 185.0 

28 Exposures in default2 165.7 162.5 180.5 14.4 
29 Items associated with particularly high risk 754.4 670.5 1,131.6 90.5 
30 Covered bonds 392.5 331.9 39.2 3.1 
33 Equity exposures - 3.4 - - 
34 Other exposures3 90.8 65.5 103.8 8.3 
35 Total standardised approach 11,169.2 10,280.2 5,582.3 446.5 
36 Total  11,169.2 10,280.2 5,582.3 446.5 

 
 

     2020 

  

Exposure 
value at end 

of period 
£m 

Average net 
exposure over 

the period 
£m 

Risk-
weighted 

assets 
£m 

Minimum 
capital 

requirements 
£m 

16 Central governments or central banks 1,323.9 1,678.5 10.1 0.8 
21 Institutions 116.5 117.0 22.4 1.8 
22 Corporates 1,201.7 1,273.4 1,177.3 94.2 
24 Retail1 666.9 618.6 469.8 37.6 

26 Secured by mortgages on immovable 
property 4,685.6 4,495.2 1,926.4 154.1 

28 Exposures in default2 116.1 131.9 124.1 9.9 
29 Items associated with particularly high risk 613.6 510.9 920.4 73.6 
30 Covered bonds 278.8 257.1 27.9 2.2 
33 Equity exposures 2.8 4.7 6.9 0.6 
34 Other exposures3 54.0 74.0 62.7 5.0 
35 Total standardised approach 9,059.9 9,161.3 4,748.0 379.8 
36 Total  9,059.9 9,161.3 4,748.0 379.8 

 
 
  

 
1 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
2 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. Risk-weighted assets are calculated net of provisions. 
3 ‘Other exposures’ within the retail credit risk are loans that do not fall into any of the other loan categories. ‘Other exposures’ that are 

not within the retail credit risk sub-category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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Appendix 5: Relevant omissions 
 
In accordance with Article 432 of the CRR and the EBA guidelines on materiality, proprietary and confidentiality 
and on disclosure frequency, firms may omit disclosures if the information provided by such disclosures is not 
regarded as material, or is regarded as proprietary or confidential.  
 
The Group considers information to be material if its omission or misstatement could change or influence the 
assessment or decision of a user relying on that information for the purpose of making economic decisions.  
 
The Group considers information to be proprietary if sharing that information with the public would undermine 
the Group’s competitive position. Proprietary information may include information on products or systems 
which, if shared with competitors, would result in the Group’s investments being less valuable.  
 
The Group considers information to be confidential if there are obligations to customers or other counterparty 
relationships which bind the Group to confidentiality.  
 
The table below details the disclosure omissions and accompanying rationale: 
 

CRR 
reference High-level summary Omission basis Additional information 
Scope of disclosure requirements  
431(4) Explanation of ratings 

decisions to SMEs and other 
corporate applicants for loans 
on request 

Not applicable. This has not been requested of the 
Group. 

Non-material, proprietary and confidential information  
432(4) Use of 432(1), (2) or (3) is 

without prejudice to scope of 
liability for failure to disclose 
material information 

Not applicable. The Group has disclosed all 
material information or excluded on 
basis of confidentiality. 

Scope of application  
436(b) Difference in basis of 

consolidation for accounting 
and prudential purposes, 
describing entities that are: 
fully consolidated; 
proportionally consolidated; 
deducted from own funds; 
or neither consolidated nor 
deducted 

Not applicable. Omission confirmed by statement 
in Section 1 ‘Introduction: basis of 
preparation and frequency of 
disclosures’, which states there is 
no difference in the bases. 

436(c) Impediments to transfer of 
own funds between parent 
and subsidiaries 

Not applicable. There are no current or foreseen 
material practical or legal 
impediments to the prompt transfer 
of own funds. 

436(d) Capital shortfalls in any 
subsidiaries outside the scope 
of consolidation 

Not applicable. All subsidiaries are included within 
the consolidation. 

436(e) Making use of articles on 
derogations from (a) 
prudential requirements or (b) 
liquidity requirements for 
individual subsidiaries 
or entities 

Not applicable. The Group does not make use of 
the derogations. 

Own funds  
437(1)(f) An explanation where 

institutions disclose capital 
ratios calculated using 
elements of own funds 
determined on a different 
basis 

Not applicable. Capital ratios are not determined 
on a different basis. 

Continued. 
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Appendix 5:  Relevant omissions (continued) 
 

CRR 
reference High-level summary Omission basis Additional information 
Capital requirements   
438(d) Capital requirements for each 

IRB approach to credit risk 
exposure classes 

Not applicable. The Group uses the standardised 
approach to credit risk. 

438(e) Capital requirements for 
market risk or settlement risk 

Not applicable. The Group does not have capital 
requirements for market or 
settlement risk. 

438 – end note Requirement to disclose 
specialised lending exposures 
and equity exposures in the 
banking book falling under the 
simple risk-weight approach 

Not applicable. The requirement relates to the IRB 
approach (the Group uses the 
standardised approach). 

Exposures to counterparty credit risk (CCR)  
439(i) Estimate of alpha, if 

applicable 
Not applicable. The Group has not been given the 

permission from the competent 
authority. 

Indicators of global systemic importance  
441(1) Disclosures of the indicators 

of global systemic importance 
Not applicable. The Group is not classified as a G-

SII. 
Credit risk adjustments  
442(d) Geographic distribution of the 

exposures, broken down in 
significant areas by material 
exposure classes 

Materiality given almost all 
exposures are in the UK.  

 

442(e) distribution of the exposures 
by industry or counterparty 
type, broken down by 
exposure classes, including 
specifying exposure to SMEs 

Materiality given size of the 
Group’s balance sheet. 

 

442(g) Breakdown of impaired, past 
due, specific and general 
credit risk adjustments and 
impairment charges by 
industry for the period 

Materiality given size of the 
Group’s balance sheet. 

 

442(h) Impaired, past due 
exposures, by geographical 
area and amounts of specific 
and general impairment for 
each geographical area 

Materiality given almost all 
exposures are in the UK. 

 

Unencumbered assets  
443 Disclosures on 

unencumbered assets 
Template B (Collateral 
Received) omitted on 
grounds of confidentiality, 
as permitted by the waiver 
provided by the PRA in 
Supervisory Statement 
SS11/14. 

 

Exposure to market risk  
445 Disclosure of position risk, 

large exposures exceeding 
limits, FX settlement 

Not applicable. The Group does not meet the 
threshold for market risk. 

Exposure in equities not included in the trading book  
447 Exposures in equities not 

included in the trading book 
Not applicable. The Group does not have any 

exposure in equities not included in 
the trading book 

Continued. 
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Appendix 5:  Relevant omissions (continued) 
 

CRR 
reference High-level summary Omission basis Additional information 
Exposure to securitisation positions   
449(c) Risks in re-securitisation 

activity stemming from 
seniority of underlying 
securitisations and ultimate 
underlying assets 

Not applicable. The Group has not undertaken re-
securitisation activity to date. 

449(g) Description of the institution’s 
policies on hedging and 
unfunded protection and 
identification of material 
hedge counterparties 

Materiality as balance sheet 
hedges are maintained (first 
transaction). Minimal 
interest rate exposure on 
second transaction due to 
limited amount of retained 
notes. 

 

449(l) Full description of Internal 
Assessment Approach 

Not applicable. The Group uses external rating 
agency assessments rather than 
an Internal Assessment Approach. 

449(n)(iii) Amount of assets awaiting 
securitisation 

Not applicable. The Group does not allocate 
assets awaiting securitisation. 

449(n)(iv) Early amortisation treatment, 
aggregate drawn exposures, 
capital requirements 

Not applicable. No transaction triggers breached. 

449(n)(vi) Deducted or 1,250%-
weighted securitisation 
positions 

Not applicable. Does not apply to the Group's 
securitisation transactions. 

449(o)(ii) Retained and purchased re-
securitisation positions before 
and after hedging and 
insurance, exposure to 
financial guarantors broken 
down by guarantor 
creditworthiness 

Not applicable. The Group has not undertaken re-
securitisation activity to date. 

449(q) Exposure and capital 
requirements for trading book 
securitisations 

Not applicable. The Group does not transact 
trading book securitisations. 

449(r) Whether the institution has 
provided non-contractual 
financial support to 
securitisation vehicles 

Not applicable. The Group does not support 
securitisation vehicles outside of 
contractual requirements. 

Use of the IRB approach to credit risk  
452 Use of the IRB approach to 

credit risk 
Not applicable. The Group uses the standardised 

approach to credit risk. 
Use of credit risk mitigation techniques  
453(a) Use of on and off-balance 

sheet netting 
Not applicable. On and off-balance sheet netting 

not used by the Group. 
453(e) Disclosure of market or credit 

risk concentrations within risk 
mitigation exposures 

Materiality as the only area 
regulatory credit risk 
mitigation techniques are 
utilised are for CBILS. 

 

Use of the advanced measurement approaches to operational risk  
454 Use of the Advanced 

Measurement Approaches to 
operational risk 

Not applicable. The Group assesses its operational 
risk under the basic indicator 
approach. 

Use of internal market risk models  
455 Use of internal market risk 

models 
 

Not applicable. The Group does not have any 
permissions to use internal models 
for exposures set out in Article 363. 
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Appendix 6: Abbreviations 
 
Throughout this document:  
 

‘Group’ refers to: Shawbrook Group plc and its subsidiaries  
‘Bank’ refers to: Shawbrook Bank Limited 

 
The following abbreviations are used within this document: 
 

bps Basis points 
CBILS Coronavirus Business Interruption Loan Scheme 
CCP Central counter party 
COVID-19 Coronavirus disease 
CRD V Capital Requirements Directive 
CRR Capital Requirements Regulation 
CRR II Revised Capital Requirements Regulation 
CVA Credit valuation adjustment 
EBA European Banking Authority 
ECL Expected credit loss 
ESG Environmental, social and governance 
EU European Union 
FCA Financial Conduct Authority 
GBP Pound sterling 
G-SII Global systemically important institutions 
ICAAP Internal Capital Adequacy Assessment Process 
IFRS 9 International Financial Reporting Standard 9: ‘Financial Instruments’ 
ILAAP Internal Liquidity Adequacy Assessment Process 
IRB Internal ratings-based 
LCR Liquidity coverage ratio 
LIBOR London Inter-bank Offered Rate 
MRT Material Risk Taker 
NSFR Net stable funding ratio 
O-SII Other systemically important institutions 
OTC Over-the-counter 
PRA Prudential Regulation Authority 
PS Policy statement 
QCCP Qualifying CCP 
SA Standardised approach 
SFT Securities financing transaction 
SICR Significant increase in credit risk from initial recognition 
SME Small and medium-sized enterprise 
SMF Senior management function 
SONIA Sterling Overnight Index Average rate 
SS Supervisory statement 
UK United Kingdom 
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