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1. Overview

1.1. INTRODUCTION 
Wyelands Bank Plc (the bank) is a UK bank specialising in providing working capital and trade finance for 
small and medium sized enterprises (SMEs). The bank was acquired by SKG Financial Holdings PTE Limited 
on 21 December 2016.

1.2. OVERVIEW
The document presents the Pillar 3 disclosures of the bank as at 30 April 2017 in accordance with the 
requirements of the Capital Requirements Directive and Regulation (CRD IV) which came into force on 
1 January 2014. In particular, it describes the bank’s capital adequacy, governance and its risk assessment 
methods and information on the management of risks faced by the bank. 

These disclosures should be read in conjunction with published financial information for Wyelands Bank plc 
(the bank) which can be found at www.wyelandsbank.co.uk. Results for the financial year to 30 April 2017 
were released on 17 July 2017.

1.3. SCOPE
The CRD IV regulations set out a framework of regulatory capital requirements. This framework categorises 
the capital and prudential requirements under three pillars.

•  Pillar 1: defines the minimum capital requirements that the firms are required to hold for credit, market and 
operational risks. The Pillar 1 capital requirement is calculated for the bank using the following approach:

 • Credit risk – standardised approach
 •  Market risk – not applicable as the bank does not operate a trading book. Any market related activity or 

derivative usage is solely for the purpose of hedging known exposures.
 • Operational risk – basic indicator approach
 
•  Pillar 2: builds on Pillar 1 and incorporates the bank’s own assessment of additional capital resources 

needed in order to cover specific risks that are not covered by the minimum regulatory capital resources 
requirements set out under Pillar 1. The amount of any additional capital requirement is also assessed by 
the PRA during its Supervisory Review and Evaluation Process (SREP) and is used to determine the overall 
capital resources required by the bank. To calculate its Pillar 2 requirements, the board has performed a 
detailed assessment of the risks facing the bank including the impact of a severe economic downturn. It 
has then calculated the amount of capital that it considers necessary to cover these risks within its Internal 
Capital Adequacy Assessment Process (ICAAP), which itself is review as part of the PRA’s SREP.

•  Pillar 3: sets out the disclosures that banks are required to make in order to improve market discipline 
through the external disclosures of its risk management, risk exposure and capital. The bank is required to 
publish a Pillar 3 report annually.
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1. Overview

1.4. DISCLOSURE POLICY
These disclosures are applicable to Wyelands Bank Plc and comprise all the information required under Pillar  
3 in the UK, on both a quantitative and qualitative basis. 
 
In addressing the disclosure requirements under CRR, the bank has considered the best practice guidance set 
out in the EBA Report ‘On Bank’s Transparency in their Pillar 3 Reports’. 
 
The other disclosure requirements under Pillar 3 are not reviewed in detail for the following reasons:
•  Indicators of global systemic importance (article 441 CRR) – with external non-treasury related exposures on 

the balance sheet of £27,129k as at 30 April 2017, the bank is not considered to meet the criteria for global 
significance and so no further consideration is given to this element.

 
Credit risk under the IRB approach (article 452 CRR) – the bank utilises the standardised approach to its 
calculation of Pillar 1 capital requirement for credit risk so no detailed analysis of the IRB approach is 
required. 

1.5. VERIFICATION
The information contained in this Pillar 3 disclosure document has not been audited by external auditors, nor 
does it constitute any form of financial statement.  The document has been prepared so as to comply with 
certain Pillar 3 disclosures relating to capital requirements and risk.    
 
1.6. COVERAGE AND BASIS OF DISCLOSURE
The disclosures are made on behalf of the bank, which has no active subsidiaries.
 
1.7. APPROVAL
This Pillar 3 disclosures report was approved by the board of directors on 27th November 2017.
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2. Governance 

The Risk Management Framework (RMF) sets out how the bank manages risk and how that framework 
will be maintained. It identifies the structure, processes, ownership, responsibilities and the risk oversight 
required to support effective implementation across the bank. The framework governs the approach to 
management of all risks the bank is exposed to including but not limited to risks arising from financial, 
economic, operational and behavioural factors. The risk management framework supports the “three 
lines of defence” model and reinforces the need for first line management of risk with second and third 
line oversight.   
 
The business manages risk in day-to-day operations across the bank with clearly defined limits and 
mandates, which, if adhered to, will remain within the board’s Risk Appetite Statement (RAS). These 
include Early Warning Indicators (EWIs) that both management and the board seek to review. The risk 
and compliance functions then provide oversight and challenge to the business with audit providing 
independent assurance to the board that the business is being run effectively.

The board limits and EWIs are the quantitative expression of this statement. They have been set by the 
board for each of its chosen Key Risk Indicators (KRIs) and, as appropriate, its supplementary risk 
indicators at levels aimed at ensuring that on the basis of its forecast balance sheets and income statements 
the bank both satisfies the Overall Financial Adequacy Rule (OFAR) and remains well within the relevant 
regulatory limits even in the severest of the stress scenarios with which the board considers the bank may 
be faced.

The bank uses a series of early-warning indicators and management information to track actual 
performance against these limits, which are based on a ‘traffic light system’ set at wider headroom than 
actual hard limits. On this basis, any potential limit breaches and necessary controls are flagged well in 
advance. The risk dashboard records inherent and residual risk trends, together with board approved risk 
appetite and management targets. Inherent and residual risks are also measured under a ‘traffic light’ 
system with an arrow system showing the direction of travel (i.e. risk up, down or neutral).

Each of these risks has been identified through a robust risk management assessment and is managed on 
a daily basis. Each member of staff has key responsibilities as described under their job descriptions and 
are responsible for identification of risk. Additionally, the board considers the control environment as part 
of assessing its key risks along with the probability and impact under an inherent and residual risk model. 
Key areas such as credit and operational risk, where certain delegated authority is given, are supported by 
processes and/or a “four-eyed approach.”

There are four committees that are held at least monthly Credit, Operational Risk, ALCO and Exco. These 
committees, which form a key component of the second line of defence have been provided with delegated 
authority by the board and/or CEO to manage and assess the level of such risks, giving consideration to the 
impact of the bank’s capital position.
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2. Governance 

2.1. HIGH-LEVEL GOVERNANCE FRAMEWORK
The bank has a governance arrangement giving due regard to the UK Combined Code. The board is the 
senior management body of the bank with ultimate responsibility for the performance and oversight of the 
business. The board elects from amongst its directors a Chairman and appoints a separate Chief Executive 
Officer (CEO) and other executive leadership to support the CEO. The board, in turn, establishes certain 
committees and appoints individuals to specific roles.

Detailed below is the broad overview of the committee structure that gives effect to the the governance 
framework.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The bank establishes job descriptions for individuals and statements of responsibility for senior managers 
and committees, where required, for each role.

 
 
 
 
 
 
 
 

Board committees

Management committees

Bank board

Audit Committee

Executive Committee
(EXCO)

Remuneration and Nominations Committee (RNC)

Credit Committee

Asset & Liability Committee (ALCO)

Operational Risk Committee (ORC)

Figure 1: Governance framework
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2. Governance

 
2.2. THE BOARD OF DIRECTORS
The board, composed of all the directors, is the ultimate senior governance management committee of the bank. 
The board responsibilities and relationship with the Controller is governed through the Articles of Association. The 
board operates as an independent board separated and segregated from its Controller. The Chairman, CEO and 
other directors from time-to-time meet the Controller informally to provide briefing and updates on performance 
and strategic initiatives. 
 
The board operates within defined operational arrangements and establishes operational systems for effective 
management. The board conducts its business within established board terms of reference which are designed to 
manage and control the board’s oversight and management of the bank. 
 
The board has established standing meetings, agendas and governance arrangements. The board’s corporate 
governance arrangements are aimed to deliver:
• Setting of the business strategy and risk appetite
•  Capacity to act as the ultimate decision-making body to debate, challenge and make key management decisions
• Appropriate policies setting to manage the strategy and risk appetite
• Assurance that the systems and controls are appropriate to manage the risks of the business
• Safeguarding the bank’s assets
• Maintenance of sound systems of financial control, and
• Maintenance of accountability for all decisions of the board and second line of defence executive committees. 
 
The board’s governance and compositional arrangements are set out in the corporate governance policies. The 
board maintains a suitable balance between the Non-Executive Directors (NED) and executive members, presently 
sized at seven individuals. The board has established a nomination to board policy to control and manage the 
appointments to the board, the execution of which is delegated to the Remuneration and Nomination Committee 
(RNC). 
 
The board is led by the independent non-executive Chairman, with two additional independent non-executive 
directors undertaking the roles of Chair of the Audit Committee and Chair of the Remuneration and Nominations 
Committee. Additionally, there are two shareholder representatives on the board and two Executive Directors. The 
board makes all appointments and removals at the senior management level. 
 
The board establishes for each of the board and board’s committees, terms of reference setting out the primary 
responsibilities along with governance arrangements, control of affairs, standing agenda items, specific monitoring 
and the composition. The board is the forum where all key management decisions are tabled and ratified 
and appoints the members to all board committees along with the chairperson from amongst its members. 
The chairperson of each committee is charged with reporting back to the board on updates, findings and 
recommendations. 
 
The Chairman has been appointed to run the board and to both support and challenge the CEO to discharge his 
responsibilities in overseeing the running of the day-to-day business and lead the board in its capacity to deliver 
the bank’s strategy. The board has ruled that the Chairman shall not be a member of the executive management 
and shall not be the CEO, in accordance with CRD IV Art 88(1) (e). The board oversees the CEO’s establishment of 
a robust organisation composed of resources, people and systems to perform his/her assigned tasks.
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2. Governance 

2.2. THE BOARD OF DIRECTORS (CONT.)
The board, led by the Chairman, continuously reviews its composition to ensure that there is the right 
balance of competency to allow effective governance of the bank. The board has elected to appoint NEDs 
independent of the business to fulfil key functions for the oversight of compliance with remuneration code, 
senior manager nominations, audit functions and the board’s policies.

The number of directorships held by current directors are compliant with the regulatory obligations setting 
out limitations on the number of directorships held as required under article 435(2) CRR.

BOARD MEMBER POSITION NUMBER OF DIRECTORSHIPS

John Howland-Jackson Chairman, NED 4
Ian Gomes NED, Chair of Audit Committee 5
Stephen Reid NED, Chair of Remuneration & Nominations Committee 3
Suresh Advani NED 7
Jay Hambro NED 6
Iain Hunter Director, CEO 2
Matt Cowan Director, CFO 3

Figure 2: Directorships held by current board directors (inclusive of bank directorship)



 11

Wyelands Bank – Growing Together Wyelands Bank Plc – Pillar 3 Disclosures for financial year ended 30 April 2017 

2. Governance

2.3. THE BOARD’S MANAGEMENT RISK COMMITTEE STRUCTURE
The board undertakes risk management oversight within its own primary responsibilities at its regular 
meetings. The board considers that the regularity of its scheduled board meetings meets the appropriate 
frequency to address risk management and governance control matters. 
 
The board has appointed a Chief Risk Officer (CRO) who is responsible for leading the development and 
monitoring of the risk management framework, polices and processes. To assist the CRO perform his 
duties, the board maintains, as part of the second line of defence, three permanent board sanctioned 
management Risk Committees, with defined responsibilities to manage and monitor the risk appetite and 
developments. The board management Risk Committees composed of executive management, meet at 
least monthly to scrutinise, debate, monitor and assess the development of business risks.  
 
The board has reviewed its requirements to manage the bank and notes that as of 30 April 2017 it does 
not have a regulatory obligation to form a risk committee as the bank meets the criteria for a small bank. 
 
Set out below are the high-level descriptions of the board’s management Risk Committees which are 
structured to lead and effect the second line of defence.

2.3.1. ASSET & LIABILITY COMMITTEE
The Asset & Liability Committee: (ALCO) reviews the management of risks arising from financial risks 
impacting the balance sheet, including assessment of counterparty exposures and potential impact on 
liquidity and capital. The ALCO reviews, provides oversight and inputs that are central to the development 
of appropriate risk measurement, monitoring and management processes. The ALCO meets at least once 
per month and is chaired by the Chief Risk Officer with other members comprising the CEO, CFO, COO, 
the Head of Compliance, the Treasurer and the Head of Origination.

2.3.2. CREDIT COMMITTEE
The bank’s Credit Committee reviews arrears management and provisioning policy as well as portfolio 
management reports to ensure the performance and quality of credit portfolios across the business 
remains within agreed risk appetite limits. The Credit Committee examines the systems and controls for 
credit management. The Credit Committee meets at least once per month and is chaired by the Chief Risk 
Officer (who is also the Head of Credit) with other members comprising the CEO, CFO, COO, the Head of 
Compliance and the Head of Origination.
 
2.3.3. OPERATIONAL RISK COMMITTEE
The Operational Risk Committee reviews the management of operational risks arising from activities 
impacting on the business systems, process, operations and people, including assessments of the conduct, 
financial crime, project and legal risks and the potential impact on the business delivery, customer 
experience, business performance and operational loss exposure to the bank’s capital. 
 
The Operational Risk Committee also reviews and assesses risks to the business from external events 
impacting operational targets, including legislative and regulatory developments, acts of God, fraud, loss of 
assets, resources and environmental impacts as well as the bank’s culture and conduct in the performance 
and delivery of the business products and services. 
 
The Operational Risk Committee meets at least once per month and is chaired by the Chief Risk Officer with 
other members comprising the CEO, CFO, COO, the Head of Compliance and the Head of Origination.
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2. Governance

2.4. EXECUTIVE COMMITTEE (EXCO)
The board appoints a CEO to manage the execution and delivery of the board’s strategy, along with day- 
to-day management of the bank. The CEO maintains a bank Executive Committee (EXCO), to allocate 
responsibilities, liaise and co-ordinate the leadership team, projects and delivery of the business strategy. 
The CEO is empowered to form and appoint members to any other such committee as required to deliver 
the business strategy and meet operational day-to-day requirement. The CEO has informed the board of 
the mandate and governance arrangement for the EXCO. 
 
Set out below are the high-level arrangements for the EXCO. The frequency of meetings, membership and 
quorate are at the discretion of the CEO and the business needs but with a baseline understanding that the 
EXCO meets at least once per month.

• Provide oversight of the bank.
• Provide leadership and development of the bank strategy and provide solutions to challenges.
•  Understand, disseminate and interpret the environment in which the bank operates so that clear and 
transparent communication is evident.

•  Take responsibility for the implementation of the bank’s Regulated Business Plan and the components of 
this plan.

•  Be responsible for the consistency and implementation of the bank’s communication to its customers, 
staff, creditors, regulators and shareholders.

•  Monitor and advise key third-party service providers on mission-critical operational issues. To be 
responsible for the bank’s culture, conduct and ethics.

•  Take responsibility for the communication and implementation of strategies, plans, policies and decisions 
made by the board.
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2. Governance

2.5. UPDATED MEETING FREQUENCY
In support of the delivery of the objectives of the board and the bank’s management team, meetings are 
scheduled throughout the year.

2.6. FUNCTIONS AND ORGANISATIONAL STRUCTURE
The board considers its nature, scope and complexity and arranges to allocate the relevant roles within 
the regulatory arrangements. Set out are the current Senior Management Functions (SMF) allocated to 
individuals from within the bank. The board allocates responsibilities from within its own membership 
and bank employees outlining specific responsibilities. The bank has integrated within its governance and 
organisational structure appropriate standing agenda items and functional roles for these SMF individuals 
to present areas of concern or appraise the board of any issues. The board has set out defined statements 
of responsibility for each SMF.
 

Board’s SMF functions

Allocated to Non-Executive Directors Allocated to senior executives

Chief Executive Officer

Chief Financial Officer

Chief Risk Officer

Head of Compliance

MLRO (Money Laundering Reporting Officer)

Chairman of the board

Chairman of the Audit Committee

Chairman of the Remuneration and Nominations Committee

Senior Independent Director

COMMITTEE MINIMUM MEETING FREQUENCY NUMBER OF MEETINGS

Board Monthly 20
Remuneration & Nominations Semi-Annual 3
Audit Quarterly 5
EXCO Monthly 12
Credit Monthly 12
ALCO Monthly 14
Operational Risk Monthly 12

Figure 3: Committee meetings for the financial year to 30 April 2017

Figure 4: Board SMF functions
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2. Governance 

2.7. GOVERNANCE PROCESS
The board is ultimately responsible for risks taken by the bank. The bank’s risk appetite is the amount the 
board’s governance and organisational policies and processes have established structured regular meetings 
for the board and each committee. The structure and requirements can be summarised as follows: 
 
•  The board publishes, in October each year, one calendar year ahead a schedule of times and dates for 

all board and committee meetings. The timings are designed to ensure the Management Risk Committees 
and the Executive leadership meet in a structured monthly flow timed to roughly ten working days after 
month end and the board meets and receives the escalation of summarised returns and minutes from its 
organisational appointments and committees, within four weeks of month end, according to the board’s 
meeting schedule

•  The governance bodies meeting has pre-defined scheduled matters and MI 
•  Members of each committee, or the CEO, are empowered to call additional formal or informal meetings 

to address important considerations as required. Similar meetings are convened for information flow 
where necessary, within the first line processes and the second line management risk committees

•  The board and each of its committees, at their regular meetings, receive and consider MI, reports and 
returns from the business, IT, operations, finance, risk functions, outsourcers and compliance

•  The relevant executives and line function owners report on performance, risks (internal and external) and 
respond to challenges and debate issues and risks

•  All committee meetings maintain action lists from matters arising and the chairman is required to ensure 
minutes are taken at each committee and submitted to the board, at its next scheduled meeting for 
consideration, and

•  By way of example, Credit Committee standing matters include detailed returns on credit limits exercised, 
monitoring return of exposure and limits, overdue exposures, watch lists, doubtful debts, large exposures, 
and credit risk appetite monitoring.

 
The governance arrangements follow the UK Combined Code practices and each committee and the board 
apply the standards to arrange the recommended governance effectiveness process conducting appraisals 
of all senior managers, assessment of their contribution to the debate and challenge processes. The board 
receives returns from each committee as part of the annual financial reporting cycle, to demonstrate a 
self-effectiveness assessment analysis covering appraisal of effectiveness, MI and resources. These are 
considered by the board. Coterminous with this governance effectiveness the terms of reference and 
MI composition are reviewed and updates recommended to maintain and reflect any changes in the 
composition, responsibilities, duties and MI. 
 
Individual managers and staff are assigned different responsibilities and functions within the various 
business flows with the aim of ensuring that the initiation, input, verification and approval of transactions is 
performed by a number of different individuals. 
 
In particular, the authority to approve payments and to initiate transactions that may expose the bank to 
risk is held tightly by members of the executive team. Thus it takes the agreement of two individuals to 
initiate wholesale market transactions and then only within the defined treasury or credit parameters.
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2. Governance

2.7. GOVERNANCE PROCESS (CONT.)
In addition, the sanctioning of credit limits and the approval of credit limits is the responsibility of the CEO, 
who delegates defined credit review, analysis and credit limit responsibilities to the CRO (also the Head 
of Credit).  At present the volume of business allows the bank’s executive team, and in particular the CEO 
and CRO, to have direct oversight over transactions and, for several key risks, to authorise transactions 
personally. 
 
The board and senior management recognise that this approach will present scalability challenges in the 
future. The CEO and the CRO will therefore continuously monitor the scale of the bank’s activities and, as 
the volume of business grows, will ensure that the engagement and allocation of additional staff engaged 
will result in increasingly effective systems and controls, including increased segregation of duties, are in 
place. 
 
2.7.1. THREE LINES OF DEFENCE
The bank adopts the “three lines of defence” risk management model, each line playing a distinct role 
in the cumulative risk governance policy. The three lines of defence is contingent upon the integration of 
the bank’s strategy with business practice and governance functions along with accurate reporting to the 
board and various risk committees. The board, along with senior management, has responsibility and 
accountability for setting the bank’s key objectives and the tolerance and approach to manage the risks in 
accomplishing those objectives.  
 
The “three lines of defence” model provides a simple approach to ensure the key principles, elements and 
processes of risk management are ingrained at all levels and functional areas and is an integral part of 
the day to day operations. It provides the settings for embedding appropriate risk culture and behaviours 
aligned with the bank’s strategic vision, appetite for risk and accounting for customers’ interests. It also 
outlines to guide staff in effectively managing risk and provide management with appropriate decision 
making support information. 
 
First line of defence 
Management control is the first line of defence in risk management. All bank staff and support functions 
within the bank are responsible for the first line of defence that includes any risk impact that could 
ultimately trigger one of the bank’s key risks. They own and manage the risks and are responsible for 
implementing corrective actions to address process and control deficiencies. 
 
Due to the nature of the bank as a small organisation, a key reliance for the performance of this function 
is a combination of management oversight and application of the bank’s “four-eyes approach”, where the 
bank seeks to segregate transactions, controls and decisions processing between the individuals binding the 
firm, inputting, validating, and authorising. In certain key functions a certain degree of overlap between first 
and second line functions occurs and staff have been trained to ensure each transaction or review is double 
checked by a second individual. The positive cultural attribute is a common practice. The concentration of 
certain first line and second functions does occur within the CEO and CFO functions, and these individuals 
are senior managers and directors. The bank produces MI, evaluates risks and process deficiencies. 
The bank maintains job descriptions to ensure there is clarity over roles and responsibilities, along with 
reporting escalations. Additionally, controls such as a detailed schedule of authorisations, four-eyed 
approach on all payments and regular MI are in place and considered to be fit for purpose and effective.
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2. Governance

2.7. THREE LINES OF DEFENCE (CONT.) 

2.7.2. Second line of defence 
The second line of defence, which is led by the CRO, performs the risk management and compliance functions 
and is responsible for the independent oversight of the risk management activities and controls in the first 
line of defence and independently monitors adherence to risk appetite. Therefore, the second line of defence 
established by the board has been structured to ensure the first line of defence is in place and operating as 
intended.  
 
In order to assist the CRO to discharge responsibility for risk management frameworks and systems of control, 
the board establishes various risk committees as well as robust compliance and financial crime functions. 
These committees include the ALCO, Credit, Operations and EXCO committees, which are also second line of 
defence functions.   
 
The second line is primarily concerned with the identification, challenge, measurement and monitoring of 
risks. It also helps to define roles and responsibilities, assist in the development of policies, procedures and risk 
treatments and to alert management, and in turn the board, to any emerging risks or change in regulations. 
 
Risk management 
The primary risk function is performed by the CRO who will, upon confirmation from the PRA, hold the SMF 
function. There are currently three established management committees, as detailed earlier, to monitor, assess 
and report on the bank’s risk management activities. All committees receive monthly MI (as standing items and 
scheduled returns) to ensure adequate risk related information is regularly available. The committees all have 
terms of reference approved by the board and the members are all senior management with a wide range of 
knowledge and skills in order to offer a wide understanding of the bank and its primary risks.  
 
The management risk committee’s minutes and summary MI is provided to the board for each scheduled 
meeting and incorporated in summary returns from the CFO, reporting on financial risks and the CRO 
reporting on all risks, including any not specifically identified or reviewed within the management risk 
committees.
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2. Governance

2.7. THREE LINES OF DEFENCE (CONT.)
Compliance 
The compliance function is responsible for monitoring specific policy and procedures risks in relation to 
governance and any regulatory risks arising from applicable laws and regulations. Compliance laws, rules 
and/or standards generally cover standards such as market conduct, treating customers fairly, data protection, 
conflicts of interest, financial crimes and internal codes of conduct and all have various sources including 
primary legislation.  
 
The Head of Compliance has overall responsibility for coordinating the management of the bank’s compliance 
risks and financial crime risks and works closely with the first line to ensure compliance and financial crime 
risks are identified and managed at an early stage. In the case of financial crime risks the MLRO (Money 
Laundering Reporting Officer) reports to the Head of Compliance. Where breaches or weaknesses are 
identified, the Head of Compliance brings these to the attention of the board. The compliance function has 
a formal status to ensure appropriate standing, authority and independence and the Head of Compliance is 
invited to each board and audit committee meeting.  
 
The bank has no risk appetite for a regulatory breach and has embedded compliance and monitoring 
arrangements throughout the organisation and its processes. The compliance function undertakes the provision 
of advice and conducts regular monitoring, reviews and assessments of transactions and policies.  
 
Finance 
The finance function has an important role in the internal control and risk management framework. With 
liquidity and growth being two of the major risks the bank faces, the generation of value must be countered 
with reasonable cost and effective capital allocation.  
 
The management and control of the finance function is led by the CFO who also holds a seat on the board. 
The CFO is responsible for estimating and reporting on the financial performance based on strategic goals 
and opportunities. The CFO will also provide information based on strengths, weaknesses, opportunities and 
threats together with associated financial consequences. The CFO will ensure all reporting is transparent, not 
overly complex and complies with all regulatory reporting requirements in a timely fashion.

A key risk management role of the finance function is the presentation of various financial projections to reflect 
the expected breakdown of liabilities and assets, stress scenarios and their impact on the organisation. In depth 
financial modelling has been produced to reflect the impact of various risks and these are embedded in the 
ICAAP and ILAAP. 
 
The board notes that in a small bank there will invariably be an overlap between the first line of defence 
and second as it relates to the finance function. There are important components of the finance function 
and the CFO has responsibilities for the internal control to ensure segregation between initiation, binding, 
making payments, accounting for and reconciling transactions. The board understands the challenges these 
present within a small firm and the CEO and CRO maintain a diligent oversight of transactions and the risk 
management outputs.
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2. Governance 

2.7. THREE LINES OF DEFENCE (CONT.)
 
2.7.3. Third line of defence  
The third line of defence comprises both Internal and External audit and their roles are to provide assurance to 
the board based on the highest level of independence and objectivity within the organisation. The function of 
the third line is to ensure the effectiveness of governance, risk management, operational processes, reporting 
and internal controls and the integrity of the financial results. 
 
Internal and External Audit each provide independent assurance on the activities of the bank and report 
directly to the non-executive chair of the Audit Committee. 
 
Internal Audit 
Internal Audit’s core role is to provide objective, independent assurance to the board that key systems 
and controls and the risks are being managed effectively. The nature of Internal Audit’s responsibilities is 
documented and approved by the audit committee to ensure that they remain independent and management 
maintains responsibility for risk management activities. The Chairman of Audit Committee specifically oversees 
the Internal Audit Plan, its delivery and resourcing challenges. The Audit Committee reviews and approves the 
internal audit mandate, receives internal audit reports and debates findings and recommendations. 
 
The bank’s Internal Audit function is directly contracted from KPMG under the oversight of the Chair of 
Audit Committee. 
 
External Audit 
External audit is an independent and objective function, provided by an external party and is able to provide 
objective assurance over the effectiveness and reliability of the financial accounts and systems and controls. 
Whilst the board and management are ultimately responsible for the financial information, external audit 
provides assurance. The Audit Committee is specifically charged to work with the external auditors on the 
integrity of the financial systems and financial information. The bank has appointed PWC for external auditing 
purposes. 
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3. Risk management objectives 
and policies 

A robust governance framework with clear segregation of duties, including the documentation of the 
types of risks the bank takes, has been evaluated. While all banks take numerous risks in their day-to-day 
operations, the bank has determined and assessed its largest risks across all business units, determining 
the probability of the risk occurring and the impact it may have on the bank, its depositors and key 
stakeholders. The calculation of an inherent risk rating, based on the impact and probability scores, and 
controls that lead to a residual risk rating then determines the approach to risk management. These are 
encapsulated within the appetite and tolerances albeit this remains a manual assessment by management 
and the board. Each of the individual risks sit behind risk maps that are reviewed at least annually by the 
board. This is then used to quantify the Pillar 2a capital requirement predominantly for additional credit 
and operational risk.  
 
It is the board’s belief that the right governance and risk framework is in place, that key risks are well 
managed, understood and supported by the bank’s capital position, with further commitment provided 
for additional capital from the Controller and strong controls through policies, procedures and oversight 
committees.  
 
Given the nature of the bank’s activities, a risk management process has been implemented and 
developed to provide a structured and consistent framework for identifying, assessing and responding 
to risks.  
 
The bank seeks to take risk through the proposed lending activities but in all other areas looks to 
understand, mitigate, and control risk, reflecting proportionality, size and a growing level of empirical 
data to support further development of its approach. 
 
The key risks identified to which the bank is exposed include: 
 
Strategic and Earnings Risk: Capital Assessment: High Impact – Low to Medium Risk – Strong Control
There is a risk that the bank not being able to achieve its strategic and commercial objectives through 
a slower ramp up in the asset gathering from increased competition, lower fees and income or the cost 
of deposit gathering mean the pathway to profitability is delayed. Such risks include the selection of a 
wrong strategy, change in competitive dynamics in the market and poor business practice culminating in 
reputational and trust issues.   
 
Mitigation: the board, while understanding the importance of reaching break-even and obtaining some 
scale to meet cost and reach profitability that ultimately enhances the capital position will not take this 
type of risk at any cost. The appropriate risk appetite has been approved by the board in conjunction with 
the executive team ensuring an open communication path between the two thereby providing visibility 
and transparency in managing this risk. The board, through the ICAAP provides stress testing that assesses 
the impact of such a risk occurring, the impact on capital in this scenario and trigger points where action 
is taken i.e. additional capital or cost cutting. 
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3. Risk management objectives 
and policies 

Credit and Concentration Risks: High Impact – Low to Medium risk – Strong Control
Credit risk is the risk of financial loss resulting from a borrower or counterparty failing to meets its 
financial obligation to the bank. The bank is primarily exposed to credit risk, through a number of key 
aspects namely counterparty and concentration risk, i.e. experience through previous downturns shows 
that the failure of a single borrower, a loss from poor decision making and being overly exposed to one 
counterparty can lead to a significant write off or provision, and therefore have a material effect on the 
bank’s profitability. For the bank, this typically means taking payment risk on a counterparty where the 
bank is financing trade and working capital that are secured by receivables, inventory and other assets.  
 
Mitigation: the bank modus operandi has not materially changed and continues to take a low risk business 
model and manage this through strong credit and risk management processes. It provides financing to 
counterparties on terms that are short dated self-liquidating transactions where a strong and independent 
credit assessment has been undertaken. Additionally, the secured nature of the transactions, supported by 
trade credit insurance (used as a risk mitigation tool) enables the bank to control its position. Transactions 
are well structured enabling the bank to control its position albeit the short dated nature ultimately is the 
strongest mitigant.  
 
The risk culture is led by the board and the tools with which it manages risk have evolved over the past 
year supported through policies, risk management framework, close working relationship with the board 
and clear delegation of authorities for appropriate individuals and committees are in place to manage and 
understand the credit risk taken by the bank.  
 
Management has set forth a set of credit and risk appetite statements that reflect the types of risk it is 
prepared to take in a clearly defined approach. Underpinning the banks’ appetite is the fact that single 
exposures are well managed enabling the bank to be comfortable in its approach.  

Market Risk: Capital Assessment: Low to Medium impact - Low Risk – Strong Control
The risk that changes in market rates negatively impact the earnings or market value of the bank’s 
assets and liabilities. The bank has taken little market risk (outside of small movements in highly rated 
government/supranational bonds and highly rated Money Market Funds), nor does it hold assets for trading 
purposes and this will continue to be the expressed risk appetite going forward. The bank is exposed 
to foreign exchange risk as a large proportion of its deposits are denominated in Euro’s with its asset 
composition principally driven by sterling and USD borrowings. The board however expects the proportion 
of Euro deposits to rebalance post the commencement of UK deposit gathering. 
 
Mitigation: the bank manages these risks by hedging its foreign exchange exposure through the use 
of simple products and has set cross currency basis risk limits with targeted head rooms to such limits. 
Positions are reviewed daily by the Treasurer and CFO and in turn the ALCO on each occasion it convenes. 
These findings are embedded and recorded as part of the board pack. Responsibility lies with the ALCO and 
the board. 
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3. Risk management objectives 
and policies 

Interest Rate Risk: Medium Impact – Medium Risk – Strong Control (risk escalation)
The risk that arises when there is an imbalance between the re-pricing dates of interest bearing assets, 
liabilities and off balance sheet items carried out using the FSA017 methodology. 
 
Mitigation: this is reviewed daily by management. The bank is exposed to IRRBB because of the mismatches 
in the repricing intervals of its customer loans and deposits and in their bases e.g. currently predominantly 
fixed but with the potential to rebalance towards LIBOR linked or base rate linked going forward. An 
example of these mismatches is the interest paid on deposits, which is fixed for the durations of the deposits 
(35 days to 2 years) against that charged on its receivables loans, which have an average duration of 
approximately 140+ days in the near term. The bank manages this risk by setting a board limit for the 
maximum gross IRRBB and measuring all interest rate sensitive positions against this. An interest rate 
risk report based on the FSA017 is produced daily and reviewed by the ALCO at its monthly meetings. 
Responsibility lies with ALCO. The board has elected to increase the amount of capital under Pillar 2a as a 
reflection of the change in profile of this risk over the period in question.
   
Liquidity Risk: High Impact – High Risk – Strong Control
The risk that the bank will encounter difficulty in realising assets or otherwise raising funds to meet its 
commitments as and when they fall due. This represents one of the material risks of a small bank and 
is monitored on a daily basis. The risk to capital resources of being able to secure that liquidity only at 
excessive cost is specifically addressed by the bank both maintaining a high level of liquid assets and 
holding the majority of these assets in the form of government and local authority bonds. Access to the 
Bank of England account provides further comfort.    
 
Mitigation: while being a key risk of the bank, from a capital perspective past experience shows us these 
bonds are known to be readily marketable and not subject to increased haircuts even in stressed conditions. 
In addition, this risk is further mitigated by the short term self-liquidating nature of its asset base and by 
the low level of maturity transformation involved in their funding. The board wishes to maintain its prudent 
nature to liquidity, the assessment of which is outlined within the ILAAP. Responsibility lies with the ALCO.  
 
Operational Risk: High Impact – Medium Risk (reduced from Medium to High) – Strong Control
The risk that failures in internal procedures, people or systems cause the bank monetary loss, reputational 
damage, service disruption or customer detriment. Furthermore, operational risk includes outsourcing risk 
and key man risk.  
 
Mitigation: these latter risks were heightened in 2016, however, the bank believes that they have been largely 
resolved in terms of execution, even though they remain an ongoing risk feature. Operational risk is monitored 
through specific tolerance levels (£10k in one instance; cumulative £25k in any financial year) agreed by 
management. The bank can point to the conclusion of the IT system; the implementation of the German retail 
deposit platform and in short order the UK retail outsourcing deposit plan. Personnel headcount has been 
incorporated and the early inclusion of the CRO and the breaking up of the compliance, money laundering 
and legal into separate roles supports the control environment. At the same time, new headcount in origination 
and structuring and underwriting support new asset generation. Responsibility lies with the Operational Risk 
Committee.
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3. Risk management objectives 
and policies 

Conduct Risk, Compliance and Regulatory Risk: High Impact – Medium Risk – Strong Control
The risk that the bank’s customers suffer loss or detriment due to failures in product design, sales and marketing 
processes or operational delivery. Furthermore, the bank does not comply with changes in the regulatory 
environment or that regulatory restrictions affect the strategic direction of the business. 
 
Mitigation: the bank has defined a low tolerance for Conduct risk (all matters reportable), which is reported 
through the Operational Risk Committee and board upon occurrence. Compliance is achieved through 
monitoring and oversight review programs, monitoring and assessment of financial promotions, culture, policy, 
product performance and conduct risks. Compliance maintains registers which highlight identified items. The 
bank delivers regular training and culture updates. The CEO delivers regular town-hall updates, at which the 
culture and conduct are discussed in an open and frank manner with all staff in attendance. The CEO and Head 
of Compliance review the complaints outputs and causal analysis is undertaken of complaints received. 
 
All regulatory communication is logged through the Head of Compliance and presented as part of the board 
pack. The board standardised returns contain regulatory updates and staff and the directors receive scheduled 
training and development programs. Policy and procedures are reviewed annually, or more frequently as 
required, by compliance and updates are advised to the board. Compliance maintains a register of regulatory 
breaches. The compliance function conducts monitoring reviews to identify area regulatory compliance 
concerns. The Audit Committee receives compliance and financial crime returns at each meeting, which contain 
information and returns on actions to control and identify any areas of concern or breaches.
 
All of these risks manifest themselves through the relevant committees and are captured at the EXCO level 
through the Enterprise Risk Dashboard and Risk Management Framework.
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3. Risk management objectives 
and policies 

FINANCIAL RISK MANAGEMENT
The maturity profile of the bank’s balance sheet is assessed against contractual maturity, where such a 
maturity exists and is shown against “non-dated” for those financial assets and liabilities which do not have 
a contractual maturity date.

MATURITY RISK PROFILE

MATURITY RISK PROFILE 2017 <3 months

£’000

3-6 months

£’000

6-12 
months

£’000

1-5 years

£’000

Undated

£’000

Total

£’000

ASSETS

Cash and cash equivalents 11,172 - - - - 11,172

Loans and advances to customers 17,191 9,938 - - - 27,129

Financial assets designated at fair 
value through profit and loss 65,047 - - - - 65,047

Financial assets available 
for sale - 9,998 10,093 4,329 - 24,420

Derivative financial assets 
intangible assets 829 - - - - 829

Other assets - - 63 458 - 521

TOTAL FINANCIAL ASSETS 94,239 19,936 10,156 4,787 - 129,118

LIABILITIES

Customer deposits 40,459 13,939 42,936 10,015 - 107,349

Derivative financial liabilities - - - - - -

Accruals 1,113 - - - - 1,113

Other liabilities - 51 28 400 - 479

TOTAL FINANCIAL LIABILITIES 41,572 13,990 42,964 10,415 - 108,941

Figure 5: Maturity risk profile
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3. Risk management objectives 
and policies 

MATURITY RISK PROFILE 2016 <3 months

£’000

3-6 months

£’000

6-12 
months

£’000

1-5 years

£’000

Undated

£’000

Total

£’000

ASSETS

Cash and cash equivalents 16,756 - - - - 16,756

Loans and advances to customers 7,329 - - - - 7,329

Financial assets designated at fair 
value through profit and loss - - - - - -

Financial assets available for sale 999 - - - - 999

Derivative financial assets 
intangible assets 14 - - - - 14

Other assets - - - - - -

TOTAL FINANCIAL ASSETS 25,098 - - - - 25,098

LIABILITIES

Customer deposits 54 - - - - 54

Derivative financial liabilities - - - - - -

Accruals 469 - - - - 469

TOTAL FINANCIAL LIABILITIES 523 - - - - 523

FOREIGN EXCHANGE RISK 
The bank estimates that a 5% movement in exchange rates would have no greater impact on the 30 April 2017 
results than and increase or decrease of £125k.

INTEREST RATE RISK 
The bank considers a parallel 200 basis points (bps) movement to be appropriate for evaluating its sensitivity to 
interest rate risk. The bank estimates that a +/- 200 bps movement in interest rates would have impacted the 
economic value of equity as follows:
+200 bps – £480k positive (2015: £60k negative)
-200 bps – £502k negative (2015: £62k positive)

In preparing the sensitivity analysis, the bank has made certain assumptions consistent with expected and 
contractual re-pricing behaviour as well as behavioural repayment profiles of the underlying balance sheet 
items.

Underlying the sensitivity analysis is the interest rate risk profile which can be categorised as below.

Figure 5: Maturity risk profile (cont.)
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3. Risk management objectives 
and policies 

INTEREST RATE RISK PROFILE 2017 Fixed

£’000

Floating

£’000

Non
interest
bearing

£’000

Total

£’000

ASSETS

Cash and cash equivalents - - 11,172 11,172

Loans and advances to customers 27,129 - - 27,129

Financial assets designated at fair value 
through profit and loss - - 65,047 65,047

Financial assets available for sale 24,420 - - 24,420

Derivative financial assets intangible assets - - 829 829

Other assets 521 - 521

TOTAL FINANCIAL ASSETS 52,070 - 77,048 129,118

LIABILITIES

Customer deposits 107,349 - - 107,349

Derivative financial liabilities - - - -

Accruals - - 1,113 1,113

Other liabilities 479 - - 479

TOTAL FINANCIAL LIABILITIES 107,828 - 1,113 108,941

INTEREST RATE RISK PROFILE 2016 Fixed

£’000

Floating

£’000

Non
interest
bearing

£’000

Total

£’000

ASSETS

Cash and cash equivalents - - 16,756 16,756

Loans and advances to customers 7,329 - - 7,329

Financial assets designated at fair value 
through profit and loss - - - -

Financial assets available for sale 999 - - 999

Derivative financial assets - - 14 14

Accruals - - - -

TOTAL FINANCIAL ASSETS 8,328 - 16,770 25,098

LIABILITIES

Customer deposits - - 54 54

Derivative financial liabilities - - - -

Accruals - - 469 469

TOTAL FINANCIAL LIABILITIES - - 523 523

Figure 6: Interest rate risk profile
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3. Risk management objectives 
and policies 

CREDIT RISK 
The credit risk profile is based on recognised rating agency ratings where they are available in the contractual 
maturity of the underlying asset.

CREDIT RISK PROFILE 2017 AAAA to AA
£’000

A+ to A-
£’000

BBB+ to BBB-
£’000

Unrated
£’000

Total
£’000

ASSETS

Cash and cash equivalents 4,702 - 6,470 - 11,172

Loans and advances to customers - - - 27,129 27,129

Financial assets designated at fair 
value through profit and loss 65,047 - - - 65,047

Financial assets available for sale 24,420 - - - 24,420

Derivative financial assets 
intangible assets 101 - - 728 829

Other assets - - - 521 521

TOTAL FINANCIAL ASSETS 94,270 - 6,470 28,378 129,118

CREDIT RISK PROFILE 2016 AAAA to AA
£’000

A+ to A-
£’000

BBB+ to BBB-
£’000

Unrated
£’000

Total
£’000

ASSETS

Cash and cash equivalents 12,839 6 3,904 7 16,756

Loans and advances to customers - - - 7,329 7,329

Financial assets designated at fair 
value through profit and loss - - - - -

Financial assets available for sale 999 - - - 999

Derivative financial assets 14 - - - 14

Other assets - - - - -

TOTAL FINANCIAL ASSETS 13,852 6 3,904 7,336 25,098

Figure 7: Credit risk profile
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3. Risk management objectives 
and policies 

FAIR VALUE/PRICING RISK PROFILE
Fair values are determined using the following fair value hierarchy that reflects the significance and 
observability of the inputs used in calculating the assets or liabilities carrying value:

Level 1
These are valuation techniques that are based entirely on quoted market prices (unadjusted) in an 
actively traded market for identical assets and liabilities that the group has the ability to access. Valuation 
adjustments and block discounts are not applied to Level 1 instruments. Since valuations are based 
on readily available observable market prices, this makes them most reliable, reduces the need for 
management judgement and estimation and also reduces the uncertainty associated with determining fair 
values.

Level 2
These are valuation techniques based on one or more quoted prices in markets that are not active or for 
which all significant inputs are taken from directly or indirectly observable market data. These include 
valuation models used to calculate the present value of expected future cash flows and may be employed 
either when no active market exists or when there are quoted prices available for similar instruments in 
active markets. 

The bank uses mid prices taken from quoted market levels to value the forward legs of the foreign 
exchange (FX) swaps it transacts to hedge its FX exposure. The fair value of loans and advances to credit 
institutions, is estimated to be their carrying value. The fair value of amounts owed to retail depositors, 
credit institutions and other customers, is estimated using discounted cash flow techniques, applying the 
rates that are offered for deposits of similar maturities and terms. The fair value of deposits payable on 
demand approximates to the carrying value as at 30 April 2017.

Level 3
These are valuation techniques for which any one or more significant input is not based on observable 
market data and the unobservable inputs have a significant effect on the instrument’s fair value. Valuation 
models that employ significant unobservable inputs require a higher degree of management judgement 
and estimation in determining the fair value. As disclosed in the tables below, the bank currently has no 
exposures to Level 3 financial instruments.

For all assets not measured at fair value, the carrying value has been assessed by management to be the 
fair value.
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3. Risk management objectives 
and policies 

ASSETS MEASURED AT FAIR VALUE 2017 Carrying value
£’000

Level 1
£’000

Level 2
£’000

Level 3
£’000

Total
£’000

FINANCIAL ASSETS

Financial assets designated at fair value through profit and loss 65,047 65,047 - - 65,047

Financial assets available for sale 24,420 24,420 - - 24,420

Derivative financial assets 829 - 829 - 829

TOTAL FINANCIAL ASSETS 90,296 89,467 829 - 90,296

ASSETS MEASURED AT FAIR VALUE 2016

FINANCIAL ASSETS

Financial assets designated at fair value through profit and loss - - - - -

Financial assets available for sale 999 999 - - 999

Derivative financial assets 14 - 14 - 14

TOTAL FINANCIAL ASSETS 1,013 - 14 - 1,013

ASSETS NOT MEASURED AT FAIR 
VALUE 2017

Carrying value
£’000

Level 1
£’000

Level 2
£’000

Level 3
£’000

Total
£’000

FINANCIAL ASSETS

Cash and balances at credit institutions 11,172 - 11,172 - 11,172

Loans and advances to customers 27,129 - 27,129 - 27,129

TOTAL FINANCIAL ASSETS 38,301 - 38,301 - 38,301

FINANCIAL LIABILITIES

Customer deposits 107,349 - 107,349 - 107,349

Accruals 1,113 - 1,113 - 1,113

Other liabilities 479 - 479 - 479

TOTAL FINANCIAL LIABILITIES 108,941 - 108,941 - 108,941

ASSETS NOT MEASURED AT FAIR VALUE 2016

FINANCIAL ASSETS

Cash and balances at credit institutions 16,756 - 16,756 - 16,756

Loans and advances to customers 7,329 - 7,329 - 7,329

TOTAL FINANCIAL ASSETS 24,085 - 24,085 - 24,085

FINANCIAL LIABILITIES

Customer deposits 54 - 54 - 54

Accruals 469 - 469 - 469

TOTAL FINANCIAL LIABILITIES 523 - 523 - 523

Figure 8: Assets measured at Fair Value
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3. Risk management objectives 
and policies 

GEOGRAPHIC 2017 UK

£’000

European 
(West) 

Area

£’000

East Asia 
and Pacific

£’000

Middle 
East & 
North 
Africa
£’000

South 
America & 
Caribbean 

£’000 

North 
America

£’000

Total 
 
 

£’000

ASSETS

Cash and balances at credit 
institutions 11,106 66 - - - - 11,172 

Loans and advances to 
customers 4,950 - 5,237 16,942 - - 27,129

Financial assets designated 
at fair value through profit 
and loss - 65,047 - - - - 65,047 

Financial assets available for 
sale 9,997 14,423 - - - - 24,420 

Derivative financial assets 829 - - - - - 829

Other assets 63 - 458 - - - 521

TOTAL FINANCIAL ASSETS 26,945 79,536 5,695 16,942 - - 129,118

Geographic location has been defined against the domicile of the obligor.

GEOGRAPHIC 2016 UK

£’000

European 
(West) 

Area

£’000

East Asia 
and Pacific

£’000

Middle 
East & 
North 
Africa
£’000

South 
America &
Caribbean 

 
£’000 

North 
America

£’000

Total

£’000

ASSETS

Cash and balances at credit 
institutions 16,748 8 - - - - 16,756

Loans and advances to 
customers 7,318 - - - - 11 7,329

Financial assets available 
for sale 999 - - - - - 999

Derivative financial assets 14 - - - - - 14

TOTAL FINANCIAL ASSETS 25,079 8 - - - 11 25,098

Figure 9: Geographic risk profile



 30

Wyelands Bank – Growing Together Wyelands Bank Plc – Pillar 3 Disclosures for financial year ended 30 April 2017 

4. Leverage

The Bank has established a leverage limit, calculated in accordance with the Basel leverage ratio, of 10%, 
with a trigger at 6%, which are above the regulatory minimum ratio of 3%. This is broadly calculated as Tier 
1 Capital divided by gross balance sheet exposures.

SUMMARY COMPARISON OF ACCOUNTING 
ASSETS VS LEVERAGE RATIO EXPOSURE MEASURE

2017
£’000

2016
£’000

Total assets as per published financial statements 130,795 25,642
Other adjustments (1,345) (170)
Leverage ratio exposure 129,450 25,472

LEVERAGE RATIO COMMON DISCLOSURE
On-balance sheet items (exc derivatives) 129,384 25,628
Asset amounts deducted in determining Tier 1 Capital (1,345) (170)
Total On-balance sheet exposures (exc derivatives) 128,039 25,458

DERIVATIVE EXPOSURES
Replacement cost associated with all derivative transactions 829 14
Add-on amounts for Potential Future Exposures ("PFE") 582 20
Total derivative exposures 1,411 34

CAPITAL AND TOTAL EXPOSURES
Tier 1 capital 20,509 24,949
Leverage ratio total exposure measure 129,450 25,472
Leverage Ratio 16% 98%

Figure 10: Leverage
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5. Asset encumbrance

Asset encumbrance is the process by which assets are pledged in order to secure, collateralise or credit- 
enhance a financial transaction from which they cannot be freely withdrawn. 
 
The Pillar 3 asset encumbrance disclosure template, shown below, has been compiled in accordance with 
PRA and EBA regulatory reporting requirements, specifically the PRA’s supervisory statement SS11/14 (CRD 
IV: Compliance with the EBA’s Guidelines on the disclosure of the encumbered and unencumbered assets). 

TEMPLATE A: 
ENCUMBERED AND 
UNENCUMBERED 
ASSETS

CARRYING 
AMOUNT OF 

ENCUMBERED 
ASSETS

FAIR VALUE 
OF ENCUMBERED 

ASSETS

CARRYING 
AMOUNT OF 

UNENCUMBERED 
ASSETS

FAIR VALUE OF 
UNENCUMBERED 

ASSETS

Assets of the reporting institution 6,446  - 124,349  -
Equity instruments  -  - 65,047  -
Debt securities  -  - 24,420 24,420
of which: issued by 
general governments

 -  24,420 24,420

Other assets 6,446  - 34,882  -

Figure 11: Asset encumbrance
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6. Own funds

In compliance with the requirements under Article 437 CRR, detailed below is the regulatory capital position 
as of 30 April 2017. No prudential filters are required to be applied for the purposes of these calculations.

An abbreviated Template A has been utilised in the presentation of these metrics due the highly simplified 
nature of the bank’s capital position which would otherwise show nil value across most of the template 
criteria.

ABBREVIATED TEMPLATE A YEAR ENDED
30 APR 2017

£’000

YEAR ENDED
30 APR 2016

£’000
Common Equity Tier 1 (CET 1) capital 30,970 29,820
Retained Earnings (9,108) (4,701)
Available for Sale Reserve (8) -
Total Common Equity Tier 1 (CET 1) capital 21,854 25,119
Deductions from common equity Tier 1 capital
Intangible Assets (1,345) (170)
Total Adjusted Common Equity Tier 1 (CET 1) capital 20,509 24,949
Risk Weighted Assets (unaudited) 27,199 10,074
Capital ratio 75.4% 249.4%

Figure 12: Abbreviated template A own funds
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7. Capital adequacy

In compliance with the requirements under Article 438 CRR detailed below is the regulatory capital position 
as of 30 April 2017. The bank’s overall capital resources requirement under Pillar 1 is calculated by adding 
the Capital Resources Requirements for credit risk and operational risk.  
 
The following table shows the Group’s capital resources requirement and capital resources surplus under 
Pillar 1 as at 30 April 2017.

CAPITAL RESOURCES REQUIREMENT – PILLAR 1 YEAR ENDED
30 APR 2017

£’000

YEAR ENDED
30 APR 2016

£’000
Credit Risk 2,176 740
Operational Risk 50 219
Capital Resource Requirements under Pillar 1 2,226 959
Capital Resources 20,247 25,119
Capital Resource Surplus over Pillar 1 requirement 18,021 24,160

Figure 13: Capital resource requirements
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8. Remuneration

This statement sets out the disclosures required under the requirements as they apply to the bank.  
 
Relevant guidance is in the PRA rulebook, the FCA code, the Capital Requirements Regulations (Article 450) 
and from FCA guidance issued in 2015 on staff remuneration within the banking sector. 
 
The bank employed 23 members of staff as at 30 April 2017. The total staff costs of the bank as disclosed 
in Note 6 of the Annual Report and Financial Statements were as follows:

8.1. Remuneration and Nominations Committee (RNC)
Meeting a minimum of three times a year, the minimum composition of the RNC is three members drawn 
from the independent non-executive directors who form the majority, and the non-executive directors.

Responsibilities of the RNC include appointments of directors and senior managers, composition, skills and 
experience of the board, remuneration policy and compensation package, recommendations on rewards 
and remuneration, oversight of the senior management performance appraisal process and advice on 
succession planning.
 
 
8.2. Performance Awards
The bank has a performance award scheme for the benefit of its employees, which is classified as variable 
remuneration as defined by the code.

This is a discretionary scheme and awards are made based on individual and collective performance and 
based on the bank’s performance against its business plan as approved by the board.

2017
£’000

2016
£’000

Wages and salaries 2,389 1,435
Social security 184 148
Pension 127 130
Other employment related costs 124 -

STAFF COSTS 2,824 1,713 

Figure 14: Remuneration
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8. Remuneration

8.3 Material Risk Takers (MRT)
The bank has taken steps to assess the MRT population with reference to a number of sources including a 
cross check to the SMR and certified population and an assessment against Qualitative and Quantitative 
assessment criteria set out in the final Regulatory Technical Standard (RTS) published in the Official Journal 
of the European Union on 6th June 2014 and which came into legislative effect 20 days from this date.

The process includes a management assessment of the potentially in-scope population prior to confirming 
the MRT population. Individuals who are excluded include:

(i)  Managers who fall in scope by virtue of reporting into the head of a material business unit but who 
do not have any direct authority to make risk decisions

(ii)  Individuals who do not have authority make risk related decisions and/or who advise on routes to 
reduce risk such as the bank’s General Counsel

(iii)  Non-executive Directors who are not either (a) a chair of a board committee or (b) are not a 
member of the banks external credit committee.

Other in-scope employees are deemed as Material Risk Takers and the population is reviewed by senior 
management and then the board for final validation.

For the year ended 30 April 2017, 11 staff were identified as MRTs (2016: 9 staff).

The bank applies the exemption to disclose MRT remuneration on the basis that disclosure of Material Risk 
Taker remuneration at a lower level would result in the individuals’ ready identification.

  


