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1. INTRODUCTION 

1.1 BACKGROUND 

The European Union (“EU”) Capital Requirements Directive (“CRD”) introduced consistent capital adequacy 

standards and an associated supervisory framework across the EU with the aim of seeking to reduce the 

likelihood of market disruption or consumer loss as a result of prudential failure.  It does so by seeking to 

ensure that the financial resources held by a firm are commensurate with the risks associated with its 

business profile and control environment.  Various amendments packages have attempted to strengthen 

the prudential framework for individual institutions and provide responses to financial stability concerns 

that have arisen during recent financial crises. 

The CRD framework consists of three ‘pillars’: 

• Pillar 1 – Is a formal set of rules for calculating the minimum capital that firms are required to hold 
to cover potential losses arising from credit, market and operational risk; 

 

• Pillar 2 - Requires firms and supervisors to assess the need to hold additional capital against risks 
not adequately covered by Pillar 1 and to take action accordingly.  This is achieved in the United 
Kingdom (“UK”) via the Individual Capital Adequacy Assessment Process (“ICAAP”); and 

 

• Pillar 3 - Requires firms to publish certain details of their risks, risk management and capital, with 
the aim of encouraging market discipline.  Information disclosed includes qualitative and 
quantitative information, complementing the minimum capital requirements of Pillar 1 and the risk-
based processes of Pillar 2. 

CRD IV is the fourth amendment of the CRD which came in to force on 1 January 2014.  It is comprised of 

the Capital Requirements Regulation (“CRR”) and the Capital Requirements Directive (“CRD”).  CRD IV has the 

effect of implementing the Basel III agreement in the EU.  This regulatory framework is supplemented by 

technical standards issued by the European Banking Authority (“EBA”) which have been adopted by the 

Sarasin (U.K.) Limited group of companies (the “Group”) where relevant. 

1.2 POLICY 

Pillar 3 disclosures are produced annually and more frequently if appropriate, for example where there are 

material changes to the business model, regulatory permissions, or the way in which capital requirements 

are calculated.  Should such material changes occur, they will trigger a review and disclosure update on 

an interim basis.   

Disclosures are required to be published in conjunction with the date of publication of the Annual Report 

and Financial Statements.  The Group has an accounting reference date of 31 December.  The disclosures 

in this document are made as at 31 December 2021 based upon data and rules in force at that date, and 

are published following the publication of the Sarasin (U.K) Limited Group Annual Report and Financial 

Statements.   

Disclosures are not subject to audit and have been prepared solely for the purpose of satisfying the Pillar 

3 disclosure requirements on risks, risk management and capital.  These disclosures are published on the 

UK corporate website for the Sarasin group at www.sarasinandpartners.com/important-information. 

The disclosures will be the last issued under CRD IV.  From 1 January 2022, investment firms operating with 

permissions under the Markets in Financial Instruments Directive (“MiFID”) are subject to the Financial 

Conduct Authority’s (“FCA’s”) Investment Firms Prudential Regime (“IFPR”).  Therefore, from 1 January 2022, 

http://www.sarasinandpartners.com/important-information
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the Group, and regulated subsidiaries Sarasin & Partners LLP and Sarasin Asset Management Limited, are 

supervised by the FCA under the IFPR for prudential supervisory purposes.  Under IFPR, the ICAAP is replaced 

by an Internal Capital and Risk Assessment (“ICARA”) process, as described further in section 2.1. 

1.3 SCOPE OF APPLICATION 

Sarasin (U.K.) Limited is the unregulated holding company of the Sarasin (U.K.) Limited group (the “Group”) 

and is subject to consolidated supervision in the UK by the FCA.  In accordance with Part Eight of the CRR, 

the disclosures provided in this document relate to the Group on a consolidated basis.  For prudential 

purposes, the consolidation principles applied are consistent with the statutory consolidation principles 

applied in the Group consolidated statutory financial statements for the year ended 31 December 2021. 

As at 31 December 2021, the Group had the following regulated subsidiaries: 

• Sarasin & Partners LLP:  FCA-regulated IFPRU Limited License Investment Firm.  Provider of investment 

management and related services and the principal operating subsidiary in the Group; 

• Sarasin Investment Funds Limited:  FCA-regulated Collective Portfolio Management Firm.  Authorised 

Corporate Director (“ACD”) of Open Ended Investment Companies (“OEICs”) and Manager of Sarasin 

Charity Authorised Investment Funds, an umbrella authorised Unit Trust registered with the 

Charities Commission; 

• Sarasin Asset Management Limited:  FCA-regulated BIPRU Firm.  SEC-regulated.  Provider of 

investment management and related services in the UK and US; and 

• Sarasin Funds Management (Ireland) Limited:  Central Bank of Ireland (“CBI”) regulated Management 

Company (Fund Service Provider).  Manager and administrator of Ireland domiciled open-ended Unit.  

In addition, the following unregulated companies form part of the Group as at 31 December 2021: 

• S.I.M. Partnership (London) Limited: Intermediate holding company; and 

• Sarasin U.S. Services Limited: Service company; and 

There are no known current or foreseen practical or legal impediments (other than those set out in law or 

regulation) to the prompt transfer of capital resources or repayments of liabilities between parent and 

subsidiary undertakings.   

 

2. RISK MANAGEMENT 

2.1 BACKGROUND 

Assessing and assuming risks are an integral part of any asset management business.  The Group employs 

a clearly-defined, transparent and integrated system of risk management as set out during the year in the 

ICAAP document, covering all of the Group’s business segments.   

The ICAAP (see also section 2.6) identifies and monitors all risks, their likelihood of occurrence and 

mitigating factors that Management have put in place, such as internal control processes and insurance 

arrangements.  The ICAAP is updated to accommodate new developments in the business.   

With effect from 1 January 2022, the FCA has introduced the IFPR, which incorporates an ICARA process, 

replacing the previous ICAAP.  The intention is that the ICARA process will be the centrepiece of MIFID 

investment firms' risk management processes.  The process will incorporate business model assessment, 

forecasting and stress testing, recovery planning and wind-down planning.  Like ICAAP, ICARA is a 
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continuous process that operates across the year and helps to ensure that the Group has adequate 

controls and financial resources to mitigate the risk of harm to customers, markets and the Group, across 

the economic cycle.   

Active risk management minimises the likelihood of undesirable risks occurring and allows the capital of 

the Group to be employed as efficiently as possible to the benefit of shareholders and other stakeholders.  

Effective risk management is therefore a vital link in the value creation chain, as it flags up real and 

potential risks for the Group’s decision-makers.  

2.2 RISK CULTURE 

Risk awareness is as important to the quality of risk management as the requirement to adhere to 

formalised internal processes and external regulations.  One of the central elements of an effective risk 

culture is the discipline and diligence of those responsible in performing their duties.  The Group requires 

integrity and risk-aware conduct from employees at every level and stresses the importance of clearly-

defined responsibilities. 

2.3 RISK MANAGEMENT ORGANISATION 

The Sarasin Management Board (the “Board”) carries responsibility for risk management.  It is responsible 

for implementing risk management principles, setting strategy and formulating and implementing policy.  

It defines risk management parameters (such as limits and systems), risk appetite and responsibilities for 

monitoring.   

There are a number of internal Committees that have been established to provide assurance to the Board 

that risk limits and appetite are not being exceeded.  These include the Risk Committee, Operations 

Committee, Investment Performance & Risk Committee, two Remuneration Committees and the Pricing 

Committee. 

The Risk Committee is chaired by an independent consultant and reports to the Board.  It is responsible for 

ensuring that appropriate policies and procedures are in place to control and mitigate risk across the 

Group. The Committee promotes risk awareness, ensures compliance with approved risk standards and 

draws the attention of the Board to any risks that it perceives are not being adequately addressed. The 

Committee comprises representatives from all business units, including Compliance and the Risk Office.  It 

meets at least once a month. 

Risk monitoring is the responsibility of the Risk Office, Compliance and Internal Audit departments, which 

report directly to the Board and are therefore independent, from an organisational perspective, of the 

business units that actively manage risk. 

The Risk Office has internal ownership of the assessment and quantification of Sarasin’s risks, and 

measures and monitors investment risk, performance, operational risk and portfolio guideline compliance.  

It reports to the Risk Committee and the Board.  Its primary function is to promote a risk-aware 

environment and to ensure that, through the collation and analysis of data, the Group can work within its 

risk appetite. 

The Compliance department advises the Board and management in meeting the Group’s regulatory 

responsibilities, and the department ensures that business activities in the UK and overseas comply with 

applicable legal and regulatory frameworks, together with generally accepted market standards and 

codes of conduct.  Compliance maintains an appropriate system of policy and procedure and ensures that 
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the Group’s structure and business processes adhere to a legally acceptable format, especially in the 

areas of service provision to clients and product marketing. 

The Internal Audit function conducts an annual program of audits that are based on a central risk 

assessment model.  It provides quarterly activity reports to the Board and an annual assessment of the 

firm’s control environment. 

The principal risks and uncertainties facing the Group are set out below. 

2.4 DIRECT RISKS TO THE GROUP 

2.4.1 OPERATIONAL RISK 

Operational risk is defined as the risk of loss, resulting from inadequate or failed internal processes, people 

or systems, or as a consequence of external events. This definition includes legal risk, breach of regulation 

and trading error.  These risks may have material strategic and reputational effects. 

The Risk Office measures and monitors operational risk using a risk matrix, which is updated as new 

concerns arise.  A Risk & Control Self-Assessment (“RCSA”) process is utilised whereby departments assess 

their risks, controls, strategy and actions.  Key risk indicators are monitored on an ongoing basis as an 

alert to stressed events.  

Emphasis is given to the management of operational risks in the following ways: 

• Directives – These set down the main goals for the management and control of operational risk 

and serve as a guide for identifying and measuring operational risk and meeting reporting 

obligations; 

• Education – Group employees are obliged to deal effectively with the risks arising in their 

everyday work. The line manager is supported by regularly updated information on the Group’s 

Intranet.  Background information is provided to new staff; and 

• Reporting – Evaluations and analysis take place in the context of regular risk reporting to the 

Board.   

Incident (“risk event”) management is a central pillar for the management and control of operational risk.  

It is used to report, escalate, manage and close all operational incidents that may give rise to a loss.   

The most significant operational risks facing the Group, as documented in the latest ICAAP, are 

cybercrime, financial crime and fraud, trading error, investment process breach (including asset 

valuation) and breach of regulation. 

2.4.2 CREDIT RISK 

Credit risk is the risk of loss caused by the failure of a counterparty to fulfil their contractual obligations. 

Concentration of assets with a particular counterparty can contribute to an increase in the level of risk.  

The Group’s principal financial assets, and therefore its primary source of credit risk, are cash balances 

held at bank, trade and other receivables. The credit risk on cash at bank is restricted via usage of 

counterparty banks with credit ratings assigned by international credit rating agencies. The credit risk 

arising from transactions in fund products is limited as these transactions normally settle within four days. 

The credit risk arising from the settlement of outstanding fees is limited as these transactions normally 

settle within thirty days. Concentration risk from outstanding fee exposure is limited as exposures are 

spread over a large number of counterparties.  
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Credit risk exposure is regularly reviewed and is managed in accordance with the risk appetite of the 

business via the application of policy set in relation to the type of counterparty used, the level of 

concentration allowed and, in the case of cash deposits, counterparty limits set. 

2.4.3 FOREIGN CURRENCY RISK 

Foreign currency risk is the risk that arises from a change in the price of one currency against another. It 

is defined as the risk that exchange rates will change unfavourably, particularly where there are assets or 

income flows in different currencies and their positions are not hedged.  

The Group is exposed to foreign currency risk through its assets, liabilities, income and expenses 

denominated in currencies other than Sterling, where their positions are not hedged. Exposure is mainly 

restricted to the major global currencies. Risk is managed via the regular monitoring of the level and 

duration of contractual exposure to those currencies and movements in rates of exchange to Sterling. 

2.5 INDIRECT RISKS TO THE GROUP 

In addition to the principal direct risks detailed above, the Group is also exposed to indirect risks arising 

from investments made, and assets managed, on behalf of customers.  The primary source of revenue for 

the Group is directly linked to the value of the investments managed on behalf of customers (assets under 

management and administration) which is primarily driven by two factors: the relative performance of the 

investments held on behalf of customers and the ability to retain and acquire customer assets (which is 

itself driven in part by investment performance).  The achievement of a reasonable return on any 

investment inevitably entails a degree of risk tolerance in the long run, and it is particularly important to 

have a full overview of total risk exposure of an investment at all times.  Given the volatility of financial 

markets, the quality of risk management in this area has become a crucial competitive factor in the 

industry, and the integrated system of risk management employed ensures that the Group is well placed 

to effectively manage these risks. 

2.6 INTERNAL CAPITAL ADEQUACY ASSESSMENT PROCESS (“ICAAP”) 

The Sarasin ICAAP has a singular aim, to ensure that the Group has analysed, understood and assessed all 

material risks to which it is exposed.  It ensures that the Group has sufficient capital and controls in place 

to mitigate the risks.  This has the intention of ensuring that the business is run on a sustainable basis and 

that no client suffers adversely as a consequence of the Group’s day-to-day business exposures.   

The ICAAP report is produced annually and represents the Group’s assessment of its internal capital 

requirements.  A mid-year review would be triggered should any material change to the profile of the 

business occur. 

The ICAAP report presents the work undertaken with regard to the ICAAP process.  It is written in 

accordance with FCA and industry guidance and reflects the Group’s structure, ICAAP requirements, overall 

risk appetite, material risks faced by the business, risk mitigation, capital planning requirements and 

stress and scenario testing undertaken to support the overall findings.  The Risk Office coordinates the 

ICAAP report production process and is updated with ‘risk events’ on a monthly basis, which are reported 

in a monthly Executive Management Information pack. On a quarterly basis, a report is provided to the 

Board, highlighting any changes to the risk profile of the business.  Capital projections for stress testing, 

wind-up scenarios and capital planning forecasts are undertaken by the Finance department.  The ICAAP 

report is formally challenged and approved by the Board.  The latest ICAAP report was approved by the 

Board on 8th December 2021.  
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3. CAPITAL 

3.1 CAPITAL RESOURCES (“OWN FUNDS”) 

Under regulatory rules, capital is classified as “Tier 1” or “Tier 2” depending on the degree of permanency 

of the capital and the degree to which it can absorb losses.  Tier 1 capital is the core measure of a firm’s 

financial strength from a regulatory perspective and includes ordinary share capital, share premium, 

audited retained earnings and other qualifying reserves.  Tier 2 capital includes subordinated debt and 

revaluation reserves.  All of the Group’s financial resources comprise Tier 1 capital.  The carrying value of 

intangible assets is required to be deducted from Tier 1.  Group intangible assets include goodwill and 

computer software licenses.      

 

CAPITAL RESOURCES 

     

   31 Dec 2021 31 Dec 2020 

  NOTES £’000 £’000 

Tier 1 Capital     

Paid up capital instruments  1 17,900 17,900 

Share premium   12 12 

Retained earnings  2 18,837 9,075 

Minority interests  3 14,711 5,088 

Other reserves  4 (1,928) 412 

Total Tier 1 Capital (before deductions)   49,532 32,487 

     

Deductions from Tier 1 Capital     

Goodwill  5 (16,346) (16,346) 

Other intangible assets  6 - (61) 

Total Deductions from Tier 1 Capital   (16,346) (16,407) 

     

Total Tier 1 Capital (after deductions)   33,186 16,080 

Total Group Financial Resources (“Own Funds”)   33,186 16,080 

Source: Sarasin & Partners  

NOTES  

1. Paid up capital instruments comprise ordinary share capital that is allotted, called up and fully paid.  It is permanent share capital, subscribed 

for by the Group’s parent organisation Bank J. Safra Sarasin Limited or intermediate holding companies. Its purpose is to fund the going 

concern and working capital needs of the Group. 
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2. Retained earnings comprise audited profit and loss reserves retained by the business, attributable to the controlling shareholder.  

3. Minority interests comprise audited profit and loss reserves attributable to non-controlling shareholders. 

4. Other reserves comprise own shares, share option and other distributable reserves. 

5. Goodwill comprises the net book value of unamortised goodwill that arose on historic business combinations. 

6. Other intangible assets comprise the net book value of other intangible assets, principally computer software. 

 

3.2 CAPITAL RESOURCE (“OWN FUNDS”) REQUIREMENTS 

As explained in Section 1.1, Pillar 1 provides rules for the calculation of minimum capital requirements for 

credit risk, market risk and the fixed overhead requirement. 

The Group has elected to adopt the standardised approach for credit risk to calculate the minimum 

credit risk capital requirement under Pillar 1.  Under this approach, the minimum capital requirement is 

8% of risk weighted exposures. 

The Group’s Pillar 1 minimum capital requirement is calculated as the higher of: (i) the sum of credit risk 

plus market risk, and (ii) the fixed overhead requirement, as set out below.  

  

CAPITAL RESOURCE (“OWN FUNDS”) REQUIREMENTS 

       

  
31 Dec 

2021 

31 Dec 

2021 

31 Dec 

2020 

31 Dec 

2020 

  £’000 £’000 £’000 £’000 

Credit risk requirement      

Institutions  1,173  860  

Corporates  549  239  

Retail  1,343  1,290  

Other  2,002  2,216  

Total Credit risk requirement   5,067  4,605 

      

Market risk requirement      

Foreign exchange  241  623  

Total Market risk requirement   241  623 

      

A. Total Credit + Market risk requirements   5,308  5,228 

B. Fixed overhead requirement   
11,179 

 
9,964 

C. Total Own Funds Requirement (higher of A 

and B) 
  

11,179 
 

9,964 

Source: Sarasin & Partners  
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3.3 CAPITAL ADEQUACY 

Under CRD IV, firms are required to maintain a minimum total capital ratio of 8% (representing the ratio of 

a firm’s capital to its risk), calculated using total exposure values which comprise the Pillar 1 requirement 

multiplied by 12.5.  The surplus of total capital is the surplus of capital resources over the Pillar 1 capital 

requirement.   

The total capital ratio for the Group at 31 December 2021 was 23.75% (31 December 2020: 12.91%).  The 

minimum total capital ratio for the Group is adjusted from 8% to 9.12% to incorporate Individual Capital 

Guidance (“ICG”) issued by the FCA.  Inclusive of ICG, the Group’s regulatory capital surplus at 31 December 

2021 was £20.4m (31 December 2020: £4.7m).  

 

4. REMUNERATION POLICY 

The Group’s remuneration policy is compliant with Pillar 3 requirements as set out in Part Eight of the CRR.   

The policy (entitled Remuneration Policy Disclosure) is located on the Group website at 

www.sarasinandpartners.com/important-information. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



11 | Pillar 3 Disclosures – Dec 2021  

 

 

 

 

IMPORTANT INFORMATION  
This information has been issued by Sarasin & Partners LLP, a limited liability partnership registered in England and Wales with 

registered number OC329859, which is authorised and regulated by the UK Financial Conduct Authority. It has been prepared solely 

for information purposes and is not a solicitation, or an offer to buy or sell any security. The information on which the document 

is based has been obtained from sources that we believe to be reliable, and in good faith, but we have not independently verified 

such information and no representation or warranty, express or implied, is made as to their accuracy. All expressions of opinion 

are subject to change without notice.  

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts liability or responsibility 

whatsoever for any consequential loss of any kind arising out of the use of this document or any part of its contents. The use of 

this document should not be regarded as a substitute for the exercise by the recipient of his or her own judgment. Sarasin & 

Partners LLP and/or any person connected with it may act upon or make use of the material referred to herein and/or any of the 

information upon which it is based, prior to publication of this document. If you are a private investor you should not rely on this 

document but should contact your professional adviser.  

© 2022 Sarasin & Partners LLP – all rights reserved. Proprietary and confidential. Do not distribute without written permission. 
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SARASIN & PARTNERS LLP 

Juxon House 

100 St. Paul’s Churchyard 

London EC4M 8BU 

T +44 (0)20 7038 7000 
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