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PILLAR 3:  DECEMBER 2011 

 

 

1. Westhouse Securities Limited (“WS”) Pillar 3 disclosures 

This document constitutes the disclosure required in BIPRU 11.3.1R. 

 

Disclosure made as part of Westhouse Holdings plc (“WH”) compliance with AIM 

Rule 26 is not repeated here. 

 

2. Background 

WS is an FSA regulated UK registered company categorised as a BIPRU 730k full 

licence firm. It is not authorised either to hold client funds nor to deal on own 

account. 

 

WS is the wholly owned subsidiary of WH which is quoted on AIM, Jersey 

registered, has no business other than as a holding company and is not FSA 

regulated. 

 

WS does not have an Investment Firm Consolidation waiver. 

 

 

3. Information covered under this Disclosure 

In this document we disclose information, unless it is has been determined as 

immaterial or of a proprietary or confidential nature, on: 

• our risk management objectives and policies; 

• the scope of application of directive requirements; 

• our capital resources; 

• our compliance with the rules in BIPRU and on Pillar 2 requirements; 

• market risk; and 

• our remuneration. 

 

4. Risk management objectives and policies 

WS policy is a) to minimise both the likelihood and impact of any risk as far as 

reasonably practicable; and b) to ensure that it has the capital (and other, where 

appropriate) resources to withstand risks as they occur. 

 

The risk management responsibility rests with the WS board which meets monthly 

to discuss the business including risk. WS board employs a) executives who as part 

of executive their duties implement the risk policy; and b) outside consultants as 

required. The firm is not large enough to warrant a separate risk management 

function. 
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WS’s board responsibility is a) regularly to identify and assess both likelihood and 

impact of risks to WS; b) develop and implement strategies to minimise the 

likelihood and impact of those risks; and c) monitor the effectiveness of those 

strategies. 

 

To fulfil its responsibility, WS’s board’s strategy is to use all the tools available to 

it as the board of the company (“Management Tools”), including management 

structures and reporting lines, staff selection and training, insurance, client and 

counterparty selection, business flow and detailed monitoring. 

 

Credit risk 

Credit risks arise from the possibility that customers may not be able to settle their 

obligations as agreed. All invoices are payable immediately on presentation. To 

manage this risk WS periodically assesses the financial reliability of customers, 

taking into account the financial position, past experience and other factors. 

 

The Group’s cash deposits are held within a number of accounts at Barclays Bank 

plc. As part of the Group’s risk management the board reviews the concentration of 

risk that this gives rise to, assessing inter alia the standing of that bank and the 

commercial costs or benefits of diversifying that risk. 

 

Liquidity risk 

Liquidity risk is defined as the risk that the Group would not be able to settle or 

meet its obligations on time or at a reasonable price. Liquidity and funding risks, 

related processes and policies are overseen by management and are managed on a 

consolidated basis based on business needs, tax, capital or regulatory 

considerations, through various sources of finance in order to maintain flexibility. 

Management monitors the Group’s net liquidity position through rolling forecasts 

on the basis of expected cash flows. The Group’s cash and cash equivalents are 

held with major regulated financial institutions. 

 

WS controls any potential liquidity risk in its trading book by limiting each position 

to an agreed proportion of daily volume. 

 

Market risk 

WS has a trading book the size of which and the risks of which are limited by 

resolution of the WS board and approved by WH as controlling shareholder. 

 

PRR is calculated on all trading book positions. The firm does not hold futures, 

forwards or synthetic futures on debt instruments and does not therefore calculate 

an interest rate PRR. 

 

Equity trading risk is limited to the extent that WS settles all trades on the basis of 
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Delivery of Stock versus Payment. In such circumstances the exposure is limited 

because WS always holds either stock or cash in payment for that stock. WS has 

not yet ever experienced a counterparty failure but if it were to do so it would result 

in the disposal of the underlying security and WS would make a loss in this 

situation to the extent that there was a concurrent decline in the value of the 

relevant equity over the relevant period. 

 

Interest rate risk 

It is the Group’s policy and practice to minimise interest rate cash flow exposures 

on long-term financing. 

 

Foreign currency exchange risk 

The directors have reviewed the Group’s foreign currency exchange risk and deems 

there to be an insignificant risk associated with exchange movements on foreign 

currencies. 

 

Operational Risk 

The Group defines “operational risk” as the risk of loss resulting from inadequate 

or failed internal processes, people, and systems or from external events. The 

Group recognises that operational risk can never be eliminated, but seeks to 

minimise the probability and impact of operational risk events. The Operational 

Risk policy incorporates three key processes: First, a risk and control assessment 

carried out by the Board through discussion. Second an assessment to score risk 

events as to both probability and impact together with an evaluation of the design 

and performance of controls that have been put in place to mitigate the risk. Third 

the monitoring of key risk indicators by the Board who will also analyse risk 

incidents and loss events. 

 

5. Scope of application of directive requirements 

WS is the firm subject to disclosures. For accounting but not prudential purposes 

WS is consolidated with WH and an intermediate holding company Westhouse 

Group Ltd (“WGL”). WH and WGL are investment holding companies whose 

investment is the shares in its subsidiary. For prudential purposes WS is assessed as 

a stand-alone entity with WH and WGL being neither consolidated nor deducted 

 

There is no current or foreseen material practical or legal impediment to the prompt 

transfer of capital resources or repayment of liabilities among the WH and WGL 

and WS. 

 

6. Capital Resources 

Schedule 1 sets out WS’s capital resources calculation based on its latest audited 

accounts, including the risk weighted exposure amounts. 

 

 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G1499
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7. Compliance with BIPRU3, BIPRU 4, BIPRU 6, BIPRU 7, BIPRU 10 and 

the overall Pillar 2 rule 

Set out below is WS’s assessment of compliance. Refer also to section 12 below. 

 

8. BIPRU 3 (Standardised credit risk) 

In calculating Credit Risk, WS has adopted the Standardised Approach and the 

Simplified Method of calculating risk weights. 

 

9. BIPRU 4 (The IRB approach) 

WS does not adopt the Internal Ratings Based approach. 

 

10. BIPRU 6 (Operational Risk) 

WS which was until March 2010 a limited licence firm is now a full licence firm. In 

consequence WS is required to detail the requirement to hold capital to cover 

operational risk losses and to have appropriate systems and controls in place to 

manage its Operational Risk and to explain how it calculates its operational risk 

capital requirement (“ORCR”). 

 

WS uses the basic indicator approach so that the ORCR is equal to 15% of the 

relevant indicator defined as the three year average of the sum of WS’s net interest 

income and its net non-interest income. 

 

11. BIPRU 7 (Position Risk Requirement) 

WS having neither foreign exchange positions nor positions in commodities, it 

calculates its PRR with reference to its trading book positions using the calculations 

contained in BIPRU 7 on an intra-day basis. 

 

All positions relate to equities listed in the UK. 

 

12. BIPRU 10 (Concentration risk requirements) 

WS monitors daily, and reports to the board monthly, its total exposure to a 

counterparty, connected counterparties or a group of connected clients in the firm's 

non-trading book (it does not have trading book). 

 

WS uses its Management Tools to ensure that a) the total exposure to a 

counterparty, connected counterparties or a group of connected clients does not 

exceed 25% of its capital resources; and b) the exposures to counterparties, 

connected counterparties or a group of connected clients which in aggregate equals 

or exceeds 10% of the firm's capital resources, do not exceed 800% of its capital 

resources. 

 

If WS exceeds (or is aware that it will exceed) either limit, it will notify the FSA 

without delay with an explanation as to how the limit came to be exceeded and a 

plan of action for bringing its exposures within the limit. 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/O?definition=G2210
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/O?definition=G2211
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/O?definition=G2211
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/B?definition=G2017
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/T?definition=G2309
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G234
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G2060
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/G?definition=G2147
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G430
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G430
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G430
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G234
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G2060
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/G?definition=G2147
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G234
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G2060
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/G?definition=G2147
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G430
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G1499
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G447
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/E?definition=G402
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13. Overall Pillar 2 rule 

WS uses its monthly Board meetings and the board papers prepared for them to 

ensure it has capital resources and internal capital that it considers adequate to 

cover a) the nature and level of the risks to which it is or might be exposed; b) the 

risks in the overall capital adequacy rule; and c) the risk that the firm might not be 

able to meet its capital resources requirement in the future. 

 

The board papers include: monthly and year to date income statements; a balance 

sheet; an analysis of the business conducted in the period and forecast; a reforecast 

for the year; a budget; a detailed breakdown of the types and distribution of the 

financial resources; any amendments to the ICAAP document; and month end FSA 

capital calculations. WS uses its monthly Board meetings also to ensure that the 

processes, strategies and systems required by the overall Pillar 2 rule and used in its 

ICAAP, are both comprehensive and proportionate to the nature, scale and 

complexity of its activities. 

 

14. Risk weighted exposures for credit risk 

The disclosures required form part of the published accounts. 

 

15. Non-trading book exposures to equities 

The information regarding the exposures is set out in the published accounts. 

 

16. Exposure to interest rate risk 

The WS board considers that there is not significant exposure to interest rate risk as 

the impact of change is not significant. 

 

17. Exclusions 

WS is not required to make certain disclosures because it does not use the IRB 

approach and does not securitise its assets. 

 

18. Remuneration Policy 

From 1 January 2011 WS was required by the FSA to provide information on its 

remuneration arrangements. WS has been categorised by the FSA as a ‘Tier 3 Firm’ 

and is therefore subject to the lower prescribed levels of disclosure. 

 

WS has an established Remuneration Committee (the ‘RemCo’), which meets 

regularly to consider human resource issues relating to terms and conditions of 

employment and remuneration. The RemCo comprises three non-executive 

directors and is advised by the Compliance Oversight Officer. RemCo is 

responsible for the development remuneration policy which is approved and 

implemented by the Board.  

 

WS’s remuneration arrangements represent a combination of salary, bonuses and 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G1499
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G430
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/O?definition=G2220
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/I?definition=G2150
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long term incentive schemes that are designed to align the interest of WS and its 

employees with those of its clients and to ensure WS’s continued long term 

profitability. Non-salary remuneration plans are completely variable, based on 

WS’s performance and individual performance. WS does not pay any compensation 

tied to business development.  

 

WS does not use a pre-set formulaic matrix to determine either basic remuneration 

or variable remuneration. The determination of remuneration is a fully discretionary 

process informed by various performance metrics including individual performance 

measured against standard WS competencies and qualitative annual goal 

attainment, industry peer group remuneration levels and affordability. WS ensures 

that the variable remuneration bonus pool is a conservative percentage of the WS’s 

net income. This means that staff remuneration is dependent upon the WS’s 

profitability and it allows WS to manage its capital prudently. 

 
 
 

 
 

 

Breakdown of Remuneration for the financial year ended 31 December 2010: 

Breakdown of remuneration of staff in respect of whom disclosure is required by Business 

Area. WS operates as one business area and it is not organised on the basis of differences in 

products and services or differences in geographical areas of operation. The Board regarded it in 

the period as one operating segment due to the nature of services provided, the methods used to 

provide those services and the clients to which they are provided, the nature of management and 

decision making and the way that financial information is analysed and reported to management. 

(i) Business Area  Total Remuneration 

Westhouse Securities 

 

£4,769,476 

 

 
Aggregate quantitative information on remuneration, broken down by Senior 

Management and Other Staff whose actions have a material impact on the Firm’s risk 

profile  

 Senior Management  Other Staff (material impact) Total 

Fixed Remuneration £1,310,975 £306,076 £1,617,814 

Variable Remuneration £0 £158,570 £158,570 

 

 


