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Pillar 3 Disclosure for the Year Ended 30 June 2019  

 

Cromwell Investment Services Limited  (“CISL” or the “firm”) was authorised on 29 July 2014 and is 

regulated by the Financial Conduct Authority (“FCA”) with reference number 605047. The Firm is 

currently approved as an Alternative Investment Fund Manager (“AIFM”) under the Alternative 

Investment Fund Managers Directive (“AIFMD”) and as a BIPRU firm under Markets in Financial 

Instruments Directive (“MiFID”). CISL is not part of a group for FCA reporting purposes. 

 

As an AIFM that undertakes certain MiFID activities, CISL is classified as a Collective Portfolio 

Management Investment (“CPMI”) firm and, as such, is subject to both the BIPRU prudential rules 

and the prudential rules for Alternative Investment Fund Managers per IPRU (INV) Chapter 11. As at 

30 June 2019, CISL has no assets under management.   

 

The disclosure has been prepared by the firm in accordance with BIPRU 11 and summarises the 

material disclosures the firm is required to make under Pillar 3 of the Capital Requirements Directive.   

 
Verification  
The information contained in this document has not been audited by the CISL’s external auditors, as 
this is not a requirement, and does not constitute any form of financial statement and must not be relied 
upon in making any judgement on the Firm.  
 

Media and Location  
The disclosure will be published on our website.  
 
Regulatory background  

 

The Basel II Accord, implemented through the Capital Requirements Directive, details the standard 

regulatory capital framework for the financial services industry within the European Union and 

consists of three pillars: 

 

• Pillar 1 specifies the minimum capital requirements of firms to cover credit, market and 

operational risk; 

• Pillar 2 requires firms to assess the need to hold additional capital to cover risks not covered 

under Pillar 1; and 

• Pillar 3 requires a set of disclosures to be made which enable market participants to assess 

information on firms’ capital, risk exposures and risk assessment procedures. 

 

Frequency        
Unless stated otherwise, all figures are as at 30 June 2019. Disclosures will be on an annual basis or more 
frequently if required.   
 
Confidentiality and materiality   
 
BIPRU 11 permits a firm to omit one or more of the required Pillar 3 disclosures if the information is 
immaterial or could be regarded as proprietary or confidential in nature.  Materiality is determined on the 
basis of whether an omission or misstatement could change or influence the actions of a user relying on 
that information for the purpose of making economic decisions.  Proprietary information is that which, if 
shared, would undermine a firm’s competitive position.  Information is deemed confidential where a firm has 
binding obligations of confidentiality with respect to such information to its customers, suppliers or 
counterparties. CISL has made no omissions in this disclosure on the grounds that information is 
immaterial, proprietary or confidential. 
 
 
Risk management policy and procedures  
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The Cromwell Property Group Risk Management framework operates across three main categories: 

• Strategic Risk Management 

• Operational Risk Management 

• AIF Risk Management 

Responsibility for Risk Management rests with the Head of Risk, who is the SMF16 and SMF17 of 

CISL and reports to the head of the European business of the Cromwell Property Group who is a 

SMF1 of CISL. 

Strategic Risk Management and Operational Risk Management (including operational matters for the 

AIFs management by CISL) are most relevant to the ICAAP process.   

• The Strategic Risk Management processes address the significant risks and opportunities 

that could have a material impact on the ability of Cromwell Property Group to meet its 

business plan.   

• The Operational Risk Management processes seek to identify and manage the risks 

affecting the quality of the day to day delivery of the Cromwell Property Group’s services to 

its clients with a focus on the quality and implementation of policies and procedures.   

As part of the Risk Management process a Risk Register is maintained and is reviewed by the Risk 

Committee on a quarterly basis. This Risk Register is a live document within which specific risks are 

identified and allocated a risk rating – low, medium, high or very high – based on the likelihood of the risk 

crystallising and the potential consequence to the Cromwell Property Group if such a risk arose.  There 

are currently no risks to the firm which have been categorised as very high. At each committee meeting 

(carried out on a quarterly basis), the Head of Risk considers the risks in the context of the AIFM’s 

business and with reference to this ICAAP and decides with the CFO and European Financial controller 

as to the firm’s capital adequacy.  

 

Capital resources  
  

Capital Item £’000 

Tier one capital 

Consisting of ordinary share capital 

Retained earnings  

 

125 

356 

Tier two capital 0 

Tier three capital 0 

Total Capital and Resources, net of deductions 481 

 

Compliance with overall Pillar 2 rule  

 

CISL’s Pillar 2 capital requirement is assessed as part of the firm’s ICAAP.  The ICAAP summarises 
CISL’s Risk management process and the risk environment in which it operates.  In particular, the 
ICAAP considers the Firm’s risk appetite, risk types pertinent to the firm and risk mitigation factors.  It 
also includes scenario analyses and stress testing of those scenarios.   
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When determining the levels of capital that CISL must hold, the Board will consider in depth the 

Firm’s Pillar 1 and Pillar 2 requirements over an appropriate planning horizon (5 years), as informed 

by the ICAAP process. 

CISL has in place a five-year growth plan which is linked to the above processes in a number of 

ways. For instance, any additional risks of CISL undertaking proposed activities are determined 

and considered as part of the risk assessment process outlined above; this may result in our 

capital base being increased or may result in us determining that we should not progress with the 

proposed activities. 

The ICAAP process, as part of our overall risk management process, requires us to determine the 

impact of our activities on our ability to meet our Pillar 1 and Pillar 2 requirements.  Risk management 

is built into our Investment Committee process, through which any new activities are considered 

before contracts are entered into.   

 

Credit risk  

The Credit Risk Capital Requirement is the sum of: 

• Credit risk capital component; and 

• Counterparty risk capital component. 

For the Pillar 1 Regulatory Capital calculation of Credit Risk, the Firm has adopted the 
Standardised approach (BIPRU 3.4) to credit risk and the Simplified method of calculating risk 
weights (BIPRU 3.5). This means that CISL’s credit risk capital component is calculated as 8% of 
the Firm’s total risk-weighted exposures. The exposures which count for this purpose are those 
which are in the Firm’s non-trading book and have not been deducted from its capital resources.   

The following table sets out the risk weighted exposure amounts for each of the standardised 
credit risk exposure classes: 

Exposure class Exposure 

value 

Risk weight Risk weighted exposure 

amount 

 £’000 % £’000 

Institutions 126 20 25 

Corporates 568 100 568 

Total   593 

Credit risk capital component   47 

 

Market risk  

Market risk refers to those risks that arise from fluctuations in values of, or income from, assets, or 

in interest or in exchange rates.  Within this context, a firm must calculate its market risk (position 

risk requirement) in respect of: 

• Any trading book positions; 

• Any foreign currency exposures (whether or not within the trading book).   

CISL does not have a trading book (i.e. does not hold securities on its own account and does not 
currently hold any non-sterling assets on its balance sheet and, therefore, has no FX market risk. 

 

Other risks  

Under BIPRU 11 disclosure rules, certain other risks need to be assessed:  

http://fsahandbook.info/FSA/html/handbook/BIPRU/3/4
http://fsahandbook.info/FSA/html/handbook/BIPRU/3/5
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• Non trading book exposures in equities 
The Firm does not have non-trading book equity investments.  

• Exposures to interest rate risk in the non-trading book 
As it does not hold loans and its cash balances are not material, the Firm does not consider this 
to be a key risk.  

• Securitisation 
The Firm does not undertake securitisation. 
 

Remuneration  
 
The aim of the Remuneration Code (the “Code”) is to ensure that firms have risk- focused remuneration 
policies, which are consistent with and promote effective risk management and do not expose them to 
excessive risk. The Firm is classified as a level-three firm, which allows it to disapply many of the 
technical requirements under the Code. 
 
 
CISL has considered the Code and adopted a Remuneration Policy which ensures the business meets 

the key principles under SYSC 19B of the FCA Handbook and wider initiatives under AIFMD. Our 

compensation arrangements: 

• are consistent with sound and effective risk management; 

• do not encourage excessive risk taking;  

• include measures to avoid conflicts of interest; 

• are in line with the Firm’s business strategy, objectives, values and long-term interests; and  

• take into account the Firm’s financial projections and capital requirement.  

The board of CISL has determined that the nature and scope of its business does not warrant the 
formation of a remuneration committee and has concluded that the pay out process rules can be 
disapplied. 
 
The below tables disclose a breakdown of remuneration for remuneration code staff as defined in SYSC 

19B.1.3 of the FCA handbook. 

Aggregate quantitative information on remuneration, broken down by senior management and 

other members of staff whose actions have a material impact on the risk profile of the Firm and 

the AIFs it manages 

 Senior Management 

£ 

Other members of staff 

£ 

Totals 

£ 

Fixed Remuneration 18,431 10,081 28,512 

Variable Remuneration 12,822 2,103 14,925 

 

 


