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The Pillar 3 disclosures have been reviewed and were approved by the Board in August 2020
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1. General Information
The Capital Requirements Directive of the European Union establishes a regulatory capital framework
across Europe, governing the amount and nature of capital to be held by credit institutions and
investment firms. The Capital Requirements Directive IV (“CRDIV”), which came into effect on 1
January 2014, was implemented in the UK through Regulation (EU) No 575/2013 of the European
Parliament and of the Council of 26 June 2013 (CRR), Part Eight, Disclosure by Institutions. In the
United Kingdom, the Directive has been implemented by the Financial Conduct Authority (‘FCA’).
The CRD focuses on ensuring that financial resources held by banks and certain financial services
firms are adequate in relation to their business model, risk profile and control framework.
The CRD framework consists of three ‘Pillars’:


Pillar 1 sets out the minimum capital amount that meets the firm’s credit, market and
operational risk;



Pillar 2 requires the firm to assess whether its statutory Pillar 1 capital is adequate given the
risks it faces and is subject to annual review by the FCA via the ICAAP;



Pillar 3 requires disclosure of specific information about the underlying risk management
controls and capital position of the firm.

CRR articles 431 to 455 set out the provisions for Pillar 3 disclosures. This document is designed to
meet the firm’s Pillar 3 obligations.
Sberbank CIB (UK) Limited is permitted to omit certain disclosures if it believes that the information is
immaterial such that omission would be unlikely to change or influence the decision of a reader relying
on that information.
In addition, it may omit certain disclosures where it believes that the information is regarded as
proprietary or confidential. Proprietary information is that which, if it were shared, would undermine
the firm’s competitive position. Information is considered to be confidential where there are obligations
binding the firm to confidentiality with its customers, suppliers and counterparties.

2. Scope and application of the requirements
Sberbank CIB (UK) Limited (“CIB UK”, “the Firm” or “the Company”) is authorised and regulated by
the Financial Conduct Authority and as such is subject to minimum regulatory capital requirements.
The Firm is categorised as an IFPRU €730K Full Scope Significant Firm by the FCA. CIB UK is 100%
owned by SB Finance Holding LLC and the ultimate parent is Sberbank of Russia. CIB UK is not part
of a UK consolidation group and this disclosure has been made on a solo basis.
This document is reviewed and approved by the CIB Risk & Compliance Committee and is designed
to ensure that the disclosures convey the Firm’s risk profile comprehensively to market participants as
required by the CRR article 431.
As an international operation of a major Russian financial institution, the Company's principal activity
is to support Sberbank's operation in Europe by providing brokerage services in Equity and Fixed
Income-related products, concentrating predominantly on Russian and CIS markets.
CIB UK maintains its own employee base in terms of trading, business and infrastructure personnel
and also utilises the trading and operational infrastructure that exists in Moscow.
The Firm's main source of income is from its Global Markets (“GM”) business, which comprises
primarily agency-only sales and trading of Equities and Fixed Income products. Note that the Firm is
limited in its business activity. CIB UK has no retail business (including any retail deposit-taking
activity) or small business product activity in its business profile.
CIB UK has not been identified as G-SII in accordance with article 131 of Directive 2013/36/EU and
therefore article 441 of the CRR does not apply.
All disclosures within this document are made in GBP.
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3. Frequency of Disclosures
According to Part Eight of the CRR, the Pillar III disclosures of information shall be published on an
annual basis at a minimum and in conjunction with the date of publication of the Company’s audited
financial statements. The disclosures may be updated more frequently than annually where material
changes occur to the business model as required by CRR article 433.

4. Risk Framework
4.1 Governance Structure
The Firm is governed by its Board of Directors (the “Board”), who will determine its business strategy
and risk appetite. They are also responsible for establishing and maintaining the Firm’s governance
arrangements along with designing and implementing a risk management framework that recognises
the risks that the business faces.
The Board also determine how the risks our business faces may be mitigated and assess on an ongoing basis the arrangements to manage those risks. The Board meet on a quarterly basis and
discuss current projections for profitability, cash flow, regulatory capital management, and business
planning and risk management. The Board manage the Firm’s risks though a framework of
committees, policies and procedures, having regard to relevant laws, standards, principles and rules
(including FCA principles and rules) with the aim of operating a defined and transparent risk
management framework.
CIB UK, being integrated within the risk management structure of the ultimate parent company, has a
comprehensive and proactive risk management approach that combines the experience and
specialised knowledge of risk professionals and the corporate oversight functions. CIB UK’s approach
is designed to promote a strong risk management culture and alignment with its strategic objectives.
Overall, CIB UK senior management and the Board are comfortable that the risk management
framework and oversight functions governing CIB UK are operating effectively and are commensurate
with the scope and complexity of the Company’s operations.
Below is an overview of the CIB UK governance structure:
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4.2 Roles & Responsibilities
The CIB UK Risk Framework operates under the Three Lines of Defence model.
First line of defence is Front Office staff and Line Management, who have direct responsibility for
risk decisions.
The second line of defence is the support functions (i.e. Compliance, Risk, Legal, Finance,
Operations, Tax, etc.) who will provide oversight and advice, and challenge risk decisions from the
first line of defence.
The third line of defence is Internal Audit, which provides the required independent assurance to
Senior Management that risks are recognised, monitored and managed within acceptable risk
parameters.

4.3 Risk Identification, Measurement, Monitoring & Reporting
Business functions are responsible for identifying the most material risks faced by the business area
under their oversight. Methods adopted in order to identify these risks include analysis of:
- internal or external past incidents;
- the ICAAP preparation, review and challenge process;
- the internal and external audit processes;
- the Risk and Controls Self Assessments
All identified risks are included and categorised in the Firm’s Risk Register and mitigations are
developed where risks are outside agreed tolerance levels.
Any new business initiative is reviewed by the CIB UK Executive Committee (“ExCom”) and by the
Sberbank Global Markets New products Working Group before presentation to the Board of Directors
for further approval if appropriate.
Risk Reporting is produced by UK Risk Management on a daily basis and circulated to CIB UK senior
management, relevant Global business heads and Moscow Group Risk.
There is a standing agenda item for Risk Management issues at each of the following meetings:




The RCC receives various Risk, Treasury and Finance documentation summarising the
utilisation of various risk limits.
ExCom and FRC receive a detailed MIS pack for review on a monthly basis containing a Risk
Management Summary together with various supporting schedules.
The GCC reviews a full set of KRIs with appropriate escalation thresholds and also reviews
Risk Register items, Risk event reports and overseas risk mitigation enhancements, and will
make escalations to RCC or Board level as appropriate.

Further details on the management of specific risk types within CIB UK are contained within section 7
– Risk Exposure Overview.
CIB UK also participates within the overall Risk Framework of the Sberbank Group and receives
various services under outsourcing arrangements from Sberbank Group Risk Management. Services
received in this way include the provision of risk methodologies and risk monitoring systems including
the associated technical support.
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4.4 Additional information regarding governance arrangements
Other Directorships - the Shareholder and CIB UK consider, amongst other things, whether a
potential director is able to devote the requisite time and attention to the Firm’s affairs, prior to the
Board’s approval of the individual’s appointment. In addition to their respective positions on the Firm’s
Board (as at the date of signing the 2019 financial statements, being 14 Feb 2020):




Mr Botha holds 3 (three) non-executive directorships
Mr Holden holds 4 (four) non-executive directorships
Mr Mazo holds 1 (one) non-executive directorship

Recruitment Policy - the members of the Board of Directors are appointed by the immediate
Shareholder of the Company. Before the appointment of a member of the Board, the Company
evaluates and selects the candidates ensuring they have the specialised skills and knowledge to
enhance the collective knowledge of the Board as well as able to commit the necessary time and
effort to fulfil their responsibilities. The Board shall collectively possess adequate knowledge, skills
and experience to be able to understand the Company’s activities, including its principal risks.
Factors considered by the Shareholder in its review of candidates include:








Specialised skills and/or knowledge in accounting, finance, banking, law, business
administration or related subjects;
Integrity, honesty and the ability to generate public confidence;
Proven sound business judgment;
Knowledge of financial matters including understanding of financial statements and
financial ratios;
Knowledge of and experience with financial institutions;
Risk management experience;
The competencies and skills that the Board considers each existing director to possess.

Diversity Policy - the Company and the Shareholder recognise the benefits of having a diverse
Board, which includes and makes use of differences in the skills, experience, background, race and
gender between directors. A balance of these differences is considered when determining the
optimum composition of the Board without jeopardising the best interests of the Company.
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5. Capital Resources
Capital Resources as at 31st December 2019.
The Firm is a Limited Company and its capital arrangements are established in its Articles. Capital is
solely Common Equity Tier 1 capital and is summarised as follows:

Regulatory Own Funds as at 31.12.19
Fiscal Year
2019
Pa i d up ca pi tal i ns truments

2018

109,262,570 109,262,570

Sha re premi um

17,795,250

17,795,250

Other res erves

(359,680)

0

Retai ned ea rni ngs

(25,000,481) (34,020,270)

Total Equity - as per audited financial statements

101,697,659

93,037,550

(-) Other i ntangi bl e a s s ets

(2,163,986)

(851,524)

COMMON EQUITY TIER 1 CAPITAL

99,533,673

92,186,026

TIER 1 CAPITAL

99,533,673

92,186,026

TIER 2 CAPITAL

0

0

99,533,673

92,186,026

OWN FUNDS

6. Capital Adequacy
Pillar 1
CIB UK calculates Pillar 1 capital requirements in accordance with the regulatory capital requirements
of the Directive. Pillar 1 is the calculation of the minimum capital resources that CIB UK must hold.
st

As at 31 December 2019 the Firm’s Pillar 1 capital requirement was as follows:

Pillar 1 Capital Requirements Summary
Fiscal Year
2019

2018

10,973,069

620

489,011

0

Ma rket Ri s k Forei gn Excha nge Requi rement

5,251,205

241,013

Credi t Ri s k

5,540,661

1,933,910

Opera ti ona l Ri s k

2,005,031

1,638,985

24,258,977

3,814,527

Ma rket Ri s k Equi ty Pos i ti ons Ri s k Requi rement
Ma rket Ri s k Tra ded Debt Ins trument Requi rement

Pillar 1 Total
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Pillar 2
In order to meet the requirements of CRD IV, CIB UK is obliged to ensure that it maintains overall
financial resources, including both capital resources and liquidity resources, which are adequate, in
both amount and quality, to ensure that there is no significant risk that its liabilities cannot be met as
they fall due. CIB UK is following the ‘Pillar 1 plus’ approach. Therefore, the decision as to whether
any extra capital is required under Pillar 2 depends firstly on the existence of any non-Pillar 1 risk and
also on whether the Pillar 1 capital allocation itself is considered sufficient under the scenario and
stress testing analysis as described in the Internal Capital Adequacy Assessment Process.
The firm undertakes the Internal Capital Adequacy Assessment Process at least annually and more
frequently if required and it is approved by the Board. The ICAAP demonstrates and documents
compliance with the rules stated above.
The ICAAP involves separate consideration of risks to the Firm’s capital as well as stress testing and
scenario analysis and has identified that market, credit, operational and business risks that could lead
to the orderly wind down of the firm are the main areas of risk to which the Firm is exposed. Annually
the Board, through its delegated committees, formally review the Firm’s risks, controls and other risk
mitigation arrangements and assess their effectiveness. Where material risks are identified, the
financial impact of these risks is considered as part of the business planning and capital management
process and a conclusion will be drawn as to whether the amount of regulatory capital remains
adequate.

7. Risk Exposure Overview
The various risk exposures against which CIB UK must hold capital are broken down into the following
types in accordance with regulatory rules:
7.1 Credit Risk
Credit risk is the risk that a counterpart to a financial obligation will default on repayments linked to
that obligation. Counterparty risk is the risk that the counterparty to a trade or trades could default
before the final settlement of the transaction’s cash flows. An economic loss would occur if the
contract (or portfolio of contracts) with the counterparty has a positive economic value at the time of
default.
Main sources of credit risk for CIB UK:
(i)

Pre-settlement risk - defined as the risk of counterparty default prior to commencement of
the settlement cycle. Typically the cost of replacing the contract at today’s prices. Over
99% of the Firm’s trading volumes are subject to pre-settlement risk.

(ii)

Settlement Risk - arises from the non-simultaneous movement of cash and/or assets
such as equities or fixed income securities. It is the risk that the counterparty does not
deliver an asset or its contractual value in cash to CIB UK after CIB UK has already
delivered the cash value or the asset to the counterparty according to the specific trade
agreement.

(iii)

Placement risk – credit risk exposure generated from counterparties with whom CIB UK
places funds or collateral.

(iv)

Fees and Payments – some credit risk arises from the possibility that commissions, fees
or other payments due are not received when expected or the counterparty fails to pay at
all. Given the nature of the CIB UK client base, which is non-retail, this is considered a low
level risk.
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CIB UK conducts its business with a simple operational infrastructure and has adopted the
standardised approach as per IFPRU 4.2 and Chapter 2 of Part Three, Title II of the CRR.
The Pillar 1 Requirements under credit risk, according to the classifications defined in article 112 of
st
the CRR, at 31 December 2019 were as follows (all tables in GBP):

Credit Risk - Pillar 1 Capital Requirements Summary
Fiscal Year

Fiscal Year

2019

2018

Risk Weighted Asset Risk Requirement Risk Weighted Asset Risk Requirement
Ins ti tuti ons

64,664,121

5,173,130

20,281,326

1,622,506

Corpora tes

3,723,583

297,887

2,472,414

197,793

Other i tems

870,559

Pillar 1 Total

69,258,263

69,645
5,540,661

1,420,131

113,610

24,173,870

1,933,910

Credit Risk Exposure Classes

Exposure Class

Risk Weight

Centra l Gvmts /Ba nks
Ins titutions

Fiscal Year

Fiscal Year

2019
Risk Weighted
Original
Exposure
Exposure
Amount

2018
Risk Weighted
Original
Exposure
Exposure
Amount

0%

102,531

0

0

0

20%

107,119,607

21,423,921

77,451,066

15,490,213

Ins titutions

50%

3,210,789

1,605,395

0

0

Ins titutions

100%

41,634,806

41,634,806

4,791,112

4,791,112

Corpora tes

100%

3,723,583

3,723,583

2,472,414

2,472,414

Other

100%

870,559

870,559

1,420,131

1,420,131

Geographical Distribution of Risk Weighted Exposure Amounts
Fiscal Year

Fiscal Year

2019

2018

Risk Weighted Exposure Amount
Exposure Class
Centra l Gvmts /Ba nks
Ins titutions

Risk
Weight

EMEA

Risk Weighted Exposure Amount

North
America

APAC

EMEA

North
America

APAC

0%

0

0

0

0

0

0

20%

21,423,921

0

0

15,490,213

0

0

Ins titutions

50%

1,605,394

0

0

0

0

0

Ins titutions

100%

41,634,806

0

0

4,791,112

0

0

Corpora tes

100%

3,250,998

4,361

468,224

2,447,702

0

24,712

Other

100%

870,559

0

0

1,420,131

0

0
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Credit Risk Exposure Classes by Residual Maturity

Exposure Class
Centra l Gvmts /Ba nks

Risk
Weight

Fiscal Year

Fiscal Year

2019

2018

Risk Weighted Exposure Amount

Risk Weighted Exposure Amount

Less than 3 3 months to
Over 1 year
months
1 year

Less than 3 3 months to
Over 1 year
months
1 year

0%

0

0

0

0

0

0

Ins titutions

20%

21,423,921

0

0

15,490,213

0

0

Ins titutions

50%

1,605,394

0

0

0

0

0

Ins titutions

100%

41,634,806

0

0

4,791,112

0

0

Corpora tes

100%

1,836,459

719,503

1,167,622

729,548

575,243

1,167,622

Other

100%

0

0

870,559

0

0

1,420,131

CIB UK is exposed to counterparty risk in the form of the pre-settlement or replacement risk on
Delivery versus Payment trading (“DVP”), for which CIB UK was required under Pillar 1 to hold £4,269
of capital against failed Delivery Versus Payment (“DVP”) trades.
Counterparty Credit exposures are calculated using a Mark-to-Market method which comprises the
current replacement cost and potential future credit exposure. Limits are first approved at the
Sberbank Global Markets level before being considered for local legal entity approval as prescribed
by the CIB UK Credit Risk Policy. The CIB UK Board has delegated the authority (subject to specific
limitations) to allocate counterparty credit limits to the UK FRC.
CIB UK also trades with a small number of counterparts on an OTC basis in both equity derivatives
and Repo trading. These counterparts are subject to appropriate credit limits according to the CIB UK
Credit Risk Policy. This means that CIB UK is exposed to Counterparty Credit Risk on Equity
Derivatives transactions. When the net mark-to-market of the trades which have been struck with a
specific counterparty is positive for CIB UK, the Firm has an exposure to the counterparty, since it will
incur a loss should the counterparty default.
CIB UK aims to minimise this risk by applying credit mitigation techniques such as collateralisation.
The main way of ensuring collateralisation of trades is by signing an ISDA CSA with the counterparty
that ensures daily margining and provision of an ‘independent amount’ where considered necessary.
Before derivative trading with a counterparty may begin, a fully executed ISDA agreement and CSA
must be in place.
CIB UK was required under Pillar 1 to hold £238,024 for the Credit Valuation Adjustment.
Exposures to third party counterparty groups and intercompany exposures are monitored against
regulatory large exposures limits. A concentration risk capital charge is applied to exposures which
exceed the regulatory limits.
CIB UK is exposed to a certain degree of inherent concentration risk in terms of reliance on Sberbank
st
Group as its main service provider and its exposure to Russian securities markets in general. At 31
December 2019 CIB UK had a credit concentration add-on of £3,578,833 due to exposure to the
Sberbank Group being above the trading book threshold of 25% of eligible capital.
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7.1.1. Use of External Credit Assessment Institutions ("ECAIs")
To calculate risk-weighted exposure amounts, risk weights shall be applied to all exposures, unless
deducted from own funds, in accordance with the provisions of Sections 1 and 2, Chapter 2, Title II,
Part Three of the CRR.
The application of risk weights shall be based on the exposure class to which the exposure is
assigned and its credit quality. Credit quality may be determined by reference to the credit
assessments of External Credit Assessment Institutions ("ECAIs") or the credit assessments of Export
Credit Agencies in accordance with Section 3 of the CRR.
For the purposes of applying a risk weight, the exposure value shall be multiplied by the risk weight
specified or determined in accordance with Section 2.
The Company has adopted the Standardised Approach for the calculation of the capital requirements
against Credit Risk and Counterparty Credit Risk. The Company uses credit assessments of the
following ECAIs:




Fitch Ratings
Standard & Poor’s Rating Services
Moody’s Investors Service

The Company follows the standard mapping of each credit assessment of the eligible ECAIs into the
credit quality steps as prescribed by the CRR. Where a credit assessment exists for a specific issuing
programme or facility to which the item constituting the exposure belongs, this credit assessment is
used to determine the risk weight to be assigned to that item.
Where no directly applicable credit assessment exists for a certain item, but a credit assessment
exists for a specific issuing programme or a general credit assessment exists for the issuer, then that
credit assessment is used. In all other cases, the exposure is treated as unrated.

7.1.2. Impairment and past due
Impairment losses are recognised as profit or loss in the statement of comprehensive income when
incurred as a result of one or more events (“loss events”) that occurred after the financial asset’s initial
recognition and which have an impact on the amount or timing of the financial asset’s estimated future
cash flows that can be reliably estimated.
Impairment losses are recognised as the difference between the book value of the asset(s) and the
asset’s carrying amount, being equal to the present value of expected cash flows (which exclude
future credit losses that have not been incurred), discounted at the effective interest rate of the asset.
The calculation of the present value of the estimated future cash flows of a collateralised financial
asset reflects the cash flows that may result from default, less any costs incurred in obtaining and
selling the collateral, whether or not foreclosure is probable.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the previously recognised impairment loss is reversed by
adjusting through profit or loss.
Uncollectable assets are written off against the related impairment loss provision after all the
necessary procedures to recover the asset have been completed and the amount of the loss has
been determined.
No provision for impairment of financial assets was required in 2019 (2018: Nil).
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7.2 Market Risk
Market risk appetite is set by the CIB UK Board. Market risk exposures are monitored and checked for
adherence to limits at least daily. Any breaches are escalated promptly to senior management
according to criteria outlined in the Firm’s risk appetite.
Principal sources of Market Risk relate to foreign exchange rate risk, traded debt instruments and
position risk on equity positions. CIB UK utilises the standardised approaches to calculate capital
requirements for each of these risks as defined in the CRR. CIB UK has no market risk exposure in
commodities.

Market Risk - Pillar 1 Capital Requirements Summary
Fiscal Year

Fiscal Year

2019

2018

Risk Weighted Asset Risk Requirement Risk Weighted Asset Risk Requirement
Equi ty

137,163,361

10,973,069

7,751

620

Tra ded Debt Ins trument

6,112,635

489,011

0

0

Forei gn Excha nge

65,640,067

5,251,205

3,012,657

241,013

Pillar 1 Total

208,916,063

16,713,285

3,020,409

241,633

7.2.1. Equity Position Risk
CIB UK does not hold market risk in fixed income and structured notes trading portfolios; all trades in
these products are back to back on a matched principal basis with other entities in the Sberbank
Group.
CIB UK may hold Market Risk in the Equities product line.
One of the key strategies of the UK Equities desk is ‘Pairs’ trading, in which the Firm takes offsetting
delta neutral positions in Russian depositary receipts denominated in USD (DRs) and the underlying
Russian ordinary shares denominated in RUB (Ords). In terms of calculating regulatory Pillar 1 capital
requirements on Pairs trades, we consider the underlying market that drives the pricing of both the
DRs and the Ords to be Russia.
The Firm calculates, separately for each market, the difference between the sum of the net long and
the net short positions. The sum of the absolute values of those differences is its overall net position.
In accordance with Section 3, Chapter 2, Title IV, Part Three of the CRR, the Company multiplies its
overall gross position by 8% in order to calculate its own funds requirement against specific risk. The
own funds requirement against general risk is the Company's overall net position multiplied by 8%.

Market Risk - Capital Requirements for Position Risk in Equities
Fiscal Year

Fiscal Year

2019
Risk Weighted
Risk
Asset
Requirement

2018
Risk Weighted
Risk
Asset
Requirement

Genera l Ri s k

15,150,450

1,212,036

3,876

310

Speci fi c Ri s k
Total

121,862,361

9,761,033

3,876

310

137,012,811

10,973,069

7,751

620
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7.2.2. Foreign Exchange Risk
CIB UK is exposed to some foreign exchange rate risk in non-reporting currencies, which is monitored
daily according to internal limits.
The position risk requirement relating to foreign exchange is shown in the table in 7.2 above.

7.2.3. Interest Rate Risk
CIB UK is not materially exposed to interest rate risk in the trading book and holds no debt
instruments or interest rate derivatives for trading purposes on its balance sheet.
CIB UK holds government bonds in its Liquid Asset Buffer (LAB), the size of which is determined by
the ILAA process. The current LAB is held in short term UK Gilts and US Treasuries.
As these securities have a 0% risk weight, this produces no Pillar 1 capital requirement for bond
specific risk.
In the non-trading book CIB UK has exposure to direct interest rate risk through short-term bank
deposits and Treasury activities. Interest receivable forms a small part of CIB UK’s overall revenue
and is not considered to be material. Since the Company has no interest-bearing external borrowing
in its non-trading book, the overall effect of a 200 basis-point interest rate change would be negligible.

7.3 Operational Risk
The main operational risks faced by CIB UK are in its people, systems and geographic location.
Within Sberbank, it is the responsibility of business functions to identify the most material risks faced
by the business area under their oversight. Methods adopted in order to identify these risks include
analysis of:
- internal or external past incidents;
- the ICAAP preparation, review and challenge process
- the internal and external audit processes;
- the Risk and Controls Self Assessments
All identified risks are included and categorised in the Firm’s Risk Register and mitigations are
assessed for effectiveness and to consider if further mitigating controls are necessary. Where residual
risks are outside of defined tolerance levels they are escalated through the GCC and RCC to
determine if the risk should be accepted or further mitigating controls developed.
Key Risk Indicators are utilised to monitor risks and provide warning of emerging risks. Operational
risk events are subject to root cause analysis and appropriate remediation steps to reduce the
probability of similar future events. Consideration of external events is also part of the Group Risk &
Control Self-Assessment process. New products are assessed to determine if they change the Firm’s
risk profile. Operational risk reporting is provided on a regular basis to the GCC, ARCC and Board.
The firm is subject to the Operational Risk Requirements as set out in the CRR and has adopted the
Basic Indicator Approach as defined in Article 315 of the CRR in order to calculate Pillar 1 operational
st
risk requirements. The Operational Risk Requirement as at 31 December 2019 was £2,005,031
(2018: £1,638,985) based on a Total Risk Exposure Amount of £25,062,882 (2018: £20,487,314).

7.4 Business Risk
The firm is concentrated in the sector of Russian and CIS securities and geographically in Russia, so
is exposed to any potential downturn in the Russian markets, or changes in the Russian regulatory
system. Geopolitical events and the ongoing impact of US and EU sanctions continue to have a
significant impact on the Company’s trading business activities and as such this risk is a key
determining factor in the calculation of the Firm’s Pillar 2 requirement assessed within the ICAAP.
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7.5 Liquidity Risk
CIB UK’s non-trading liquid assets consist of cash, deposited with highly-rated banks and BIPRU
12.7 qualifying assets. As such, a large proportion of the Firm’s non-trading assets are always
available to service any liabilities as they fall due. CIB UK is an ILAS BIPRU firm.
CIB UK actively manages liquidity risk through a robust framework of systems and controls and is
subject to the Individual Liquidity Adequacy Assessment process.

8. Capital Buffers
CIB UK is in scope of the capital buffers required by CRD IV and implemented in IFPRU 10. The firm
does not meet the exemption requirements in IFPRU 10.7 as a Small and Medium Sized Enterprise
(SME) as defined in accordance with the European Commission Recommendation 2003/361/EC. This
is due to ‘25% or more of the capital or voting rights being directly or indirectly controlled, jointly or
individually, by one or more public bodies’, meaning CIB UK is not an SME in these terms since the
Ministry of Finance of the Russian Federation owns 52.32% of all the voting shares of the Sberbank
Group.

9. Leverage
In accordance with Part Seven of the CRR, the leverage ratio is calculated as an institution's capital
measure divided by the institution's total exposure measure and is expressed as a percentage.
The capital measure is Tier 1 capital. The total exposure measure is the sum of the exposure values
of all assets and off-balance sheet items not deducted when determining the capital measure.
The CRD IV framework requires leverage ratio reporting and CIB UK ensures the leverage ratio is
maintained above 3%. The FCA requires investment firms to report information on their leverage ratio
on a quarterly basis as an end-of-quarter leverage ratio.
st

As at 31 December 2019, the leverage ratio of CIB UK was equal to 23% using a fully phased-in
definition of Tier 1 capital, which is comfortably above the prospective 3% limit. The Company reports
the leverage ratio in quarterly COREP returns and assesses the risk of excessive leverage while
maintaining sufficient return on regulatory capital. If necessary, appropriate action would be taken to
manage the balance sheet such that the ratio would be within limits as required.

Leverage Ratio Calculation
2019
Exposure Values

2018

Leverage Ratio
Exposure: Month 3
Value

Other a s s ets

Leverage Ratio
Exposure: Month 3
Value

377,136,790

86,134,723

Ti er 1 ca pi ta l - ful l y pha s ed-i n defi ni ti on

89,348,725

86,826,517

Regul a tory a djus tments - Ti er 1 - ful l y pha s ed-i n
defi ni ti on; of whi ch

(2,163,986)

(851,524)

23%

100%

Capital & Regulatory Adjustments

Leverage Ratio

Levera ge Ra ti o - us i ng a ful l y pha s ed-i n
defi ni ti on of Ti er 1
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10. Remuneration
10.1

Regulatory Framework

The company’s remuneration strategy incorporates the provisions of:




Regulation 575/2013 of the European Parliament and of the Council
MiFID II (2014/56/EU; supplementary regulation of 25.4.2016)
FCA Remuneration Code (SYSC 19A.2.1.R)

Whilst Sberbank CIB (UK) Limited applies many of the PRA Remuneration Code’s principles on a
company-wide basis, this disclosure specifically relates to remuneration policy and approach as
applied to the four individuals identified as “Remuneration Code” staff as defined by the Code. These
are the Chief Executive Officer, the Chief Compliance Officer, the Chief Finance Officer and the Head
of UK Trading.
10.2

Remuneration Policy

The Company has developed a remuneration policy and strategy, which is consistent with and
promotes the business strategy, objectives and corporate values of Sberbank of Russia Group (the
‘Group’). It is designed also to promote prudent risk management and avoid excessive risk taking, in
the long-term interest of the Company, by attracting, retaining and motivating the key talent needed to
achieve such an outcome. Additionally, the Company looks to ensure that its remuneration practices
never conflict with its duty to act in the best interests of its clients.
Paragraph 20 (2) and 21 of the Directive 144-2014-14 “Prudential supervision of investments”, (“the
Directive”), Article 450 paragraph 2 of Regulation 575/2013 (“the Regulation”) and Circulars 31, 138
and 145 set out rules and associated guidance which deal not only with the structure of remuneration,
but also with its governance and the methods of performance measurement used to determine
performance-related variable remuneration.
Both the Directive and the Regulation (which are legally binding on the Company) have at their core a
general requirement that “Institutions shall comply with the requirements set out in Article 450 in a
manner that is appropriate to their size, internal organisation and the nature, scope and complexity of
their activities.”
The Company has considered its size, internal organisation and the nature, scope and complexity of
its activities in establishing and applying the Policy. In more detail:
a)

The Company considers its size and internal organization to be small (less than 50
employees for the last five years).

b)

The Company is an FCA-authorised UK broker-dealer specialising in the sale and trading
of Russian and CIS securities to UK and EMEA institutional investors. The majority of
business undertaken by the Company is Cash Equity and Fixed Income Sales and Trading.
All business heads have local reporting lines to the UK CEO or UK Head of Trading and
functional reporting lines to Global Markets product heads.

Taking into account the above and following the guidance issued by other EU competent authorities,
such as the FCA (paragraphs 22, 28 and 29 at http://www.fca.org.uk/your-fca/documents/finalisedguidance/remuneration-code), the Company considers that it does not need to apply the following:
Paragraph 21 (g) – setting appropriate ratios between the fixed and variable component of
total remuneration;
b) Paragraph 21 (j) – setting a performance adjustment to calculate variable remuneration
components;
c) Paragraph 21 (l) (applicable only to IFPRU Significant firms) – a substantial portion
consisting of shares or equivalent ownership interests, or share linked instruments, or
equivalent non-cash instruments; and
d) Paragraph 21 (m) – a substantial portion of the variable remuneration deferred over a
period not less than three years.
a)
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The Company does comply, however, with the general requirements for the ratio between fixed and
variable remuneration set out in Paragraph 21 (g) of the Directive, namely that the fixed and variable
elements are appropriately balanced, and the fixed component represents a sufficiently high
proportion of the total to allow a flexible variable remuneration policy.
Senior Management’s approach to variable remuneration is governed by:




market rates;
payment of performance-related variable payments to incentivise qualifying employees
to contribute to the sustainable financial performance of the Company; and
The remuneration arrangements of the broader Group.

The Company aims for a remuneration policy that is aligned with the risk management practices of the
Company and avoids conflicts of interest as well as seeks to avoid any remuneration structure that
might encourage inappropriate risk taking.
Although the Company does not currently have a non-cash component for its variable remuneration
arrangements, the Company is open to reviewing various options regarding the introduction of clawback and deferral mechanisms to take account of contingent or future risks. The Company would
introduce such components should Group policy or regulation require.
The Company may in individual cases retain the right in its sole discretion to make any Variable
Remuneration Payment subject to such, if any, claw-back and/or deferral conditions as the Company
considers appropriate in the circumstances.

10.3

Remuneration Governance

The remuneration process within the Company is overseen by the Company’s Remuneration
Committee. The Committee consists of at least two non-executive directors, one of whom is
appointed Committee Chairman by the UK Board of Directors. The Chief Executive Officer and the
HR Business Partner attend meetings of the Committee by invitation. Only members of the
Committee have the right to attend committee meetings. However, other individuals such as Head of
Global Markets and Head of Human Resources for Sberbank CIB or other external advisors may be
invited to attend for all or part of any meetings, as and when appropriate or necessary.
Assessment of the Overall Variable Pool
The Company does not have an Overall Variable Payment Pool. Instead variable remuneration is
determined on an individual basis in consultation with the relevant Functional Heads at Group or at
Sberbank CIB level and in consultation with the Head of Global Markets for Sberbank CIB Group.
Assessment of Individual Variable Payments
Save for any variable payment awarded to the CEO, individual awards under this Policy will be
proposed by the CEO in consultation with the Head of Global Markets for Sberbank CIB, other
business heads at Sberbank CIB or Sberbank of Russia Group level as appropriate, and assessed
by the Company’s Remuneration Committee on the basis of Group financial and non-financial
metrics and the Variable Payment Pools available within each department at Group level.
The Company shall apply both quantitative (financial) and qualitative (non-financial) criteria in
assessing the individual and unit performance.
Financial Metrics


Specific contingent and/or future risks with reference to applicable individual and/or desk
revenues;



Overall financial performance of the Sberbank CIB Group and the Sberbank of Russia Group;



Impact of the employee’s activities on the ability of the Company to strengthen its capital base.
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Non-financial Metrics


Individual contribution to the Company and Sberbank CIB Group performance;



Individual performance in relation to risk and compliance;



Individual performance relative to Key Performance Indicators set for the year;



Individual performance regarding the fair treatment of clients and overall quality of service
provided



Any disciplinary (regulatory and non-regulatory) matters;



Skills/qualifications/training;



Attendance and timekeeping;



Team work, creativity and motivation; and;



General performance, including any performance which exceeds the contractual
duties required under the employee’s terms of employment.

Any criteria used in determining the salary (fixed remuneration) of any employee is entirely
irrelevant when calculating the amount of any variable remuneration payment to them.
It is specifically noted that the variable remuneration and/ or Key Performance Indicators are not
directly linked to the sale of a specific financial instrument or of a specific category of financial
instruments.
Before any provisional individual variable payment is submitted to the Remuneration Committee for
final approval, the CEO shall consider whether and to what extent any revenue attributable to an
individual may be adversely affected by any future and/or contingent risks and, if so, whether it is
appropriate in those circumstances to reduce the provisional individual variable payment and/or to
make that individual’s variable payment subject to any specific claw-back and/or deferral conditions.
The overall remuneration governance framework is that of the Sberbank Group Board.
10.4

Variable Remuneration Delivery

At present, variable remuneration delivery is wholly in cash. As a Tier 3 firm, the Company is not
required to:




deliver at least 50% of variable remuneration in an appropriate non-cash form, subject to
retention periods;
defer a proportion of code staff variable remuneration; or
adjust deferred variable remuneration to reflect performance.

However the Company complies with the general requirements for the ratio between fixed and
variable remuneration (set out in SYSC 19A.3.44(1) and SYSC 19A.3.44(2), namely that the fixed and
variable elements are appropriately balanced, and the fixed component represents a sufficiently high
proportion of the total to allow a flexible variable remuneration policy.
Although the Company does not currently have any plans to introduce a non-cash component for its
bonus arrangements for all employees, the Company is open to reviewing various options regarding
the introduction of claw-back and deferral mechanisms to take account of contingent or future risks
with a view to consideration of the introductions of such arrangements for future years in line with
Group policy or a change to the nature of the business conducted through the Company.
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10.5

Quantitative Disclosure

Amounts of Remuneration 2019

All employees

Fixed Remuneration (GBP)

4,093,142

Variable Remuneration (GBP)

2,395,270

Number of staff (as at 31 December 2019)

33

Amounts of Remuneration 2019

Front Office

Infrastructure

Fixed Remuneration (GBP)

2,388,423

1,704,719

Variable Remuneration (GBP)

1,821,300

573,970

Number of staff (as at 31 December 2019)

13

20

Amounts of Remuneration 2019

Code Staff

Fixed Remuneration (GBP)

967,666

Variable Remuneration (GBP)

815,650

Number of staff (as at 31 December 2019)

4

Given the relatively small size and the low level of complexity of CIB UK, and in particular the small
number of employees, the firm has opted not to make disclosures regarding severance payments
(CRR article 450, (1), (h), (vi)) and remuneration bands (CRR article 450, (1), (i)) on the basis of data
confidentiality.
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