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 Purpose and Background 
 
The Pillar 3 disclosure of Santander Asset Management UK Ltd (“SAM UK" or the “Firm”) is set out below in accordance 
with the Capital Requirements Directive (‘CRD’) (Directive 2013/36 EU), the Capital Requirements Regulation (“CRR”) 
(Regulation (EU) no 575/2013/EU, Alternative Investment Fund Management Directive (“AIFMD”) (Directive 
2011/61/EU) and Undertakings for Collective Investment in Transferable Securities (“UCITS”) (No 2009/65/EC) of the 
European Union, which establish the regulatory capital framework across Europe, governing the amount and nature 
of capital credit institutions and investment firms must maintain. 

The European Capital Requirements Directive IV (“CRD IV”) created a revised regulatory capital framework across 
Europe governing the amount and quality of capital financial services and investment firms must maintain and the 
disclosure requirements under the Basel III framework.  

• Pillar 1 - sets out the methodology for the calculation of minimum regulatory capital; 
• Pillar 2 - requires firms and their supervisors to consider whether additional capital should be held to cover 

risks not covered by the Pillar 1 requirements (determined via the Internal Adequacy Assessment Process 
(“ICAAP”)) and where the FCA, in response to the ICAAP, can instruct the Firms to hold additional capital under 
Individual Capital Guidance (ICG); 

• Pillar 3 - requires firms to public disclose certain information relating to risk management, remuneration and 
capital resources and requirements. The regulatory aim of this disclosure is to improve market discipline.  

In the United Kingdom, the CRD, AIFMD and UCITS have been implemented by the Financial Conduct Authority (‘FCA’) 
in its rules through the Prudential Sourcebook for Investment Firms (‘IFPRU’) and The Interim Prudential Sourcebook 
for Investment Business (“IPRU (INV)”).  

This Pillar 3 disclosure was prepared in line with the requirements laid out in Part Eight, Articles 431–451 of the CRR. 

This Pillar 3 Disclosure has been subject to review by Board and includes information from the audited financial 
statements as at 31 December 2021 as well as the latest management accounts, ICAAP and remuneration information. 
This Pillar 3 Disclosure has not been audited by SAM UK’s external auditors.  
 
The FCA has introduced a new set of prudential rules for investment firms, the Investment Firm Prudential Regime 
(“IFPR”), which will apply from 1 January 2022. SAM UK’s first regulatory reporting under the new IFPR regime will be in 
April 2023, covering the year ending 31 December 2022.  
 

 Scope of Application 
 
SAM UK is authorised and regulated by the Financial Conduct Authority as both an IFPRU limited licence firm and a 
Collective Portfolio Management Investment (“CPMI”) firm and is subject to CRD IV and the Pillar 3 disclosure 
requirement. The Pillar 3 disclosure for SAM UK is produced at least annually and on an individual basis, and is not 
consolidated with its parent company, SAM Investment Holdings S.L.  

SAM UK publishes its Pillar 3 disclosure at least annually on its website. The Firm will publish information more 
frequently if deemed necessary due to changes in the characteristics of the business including material changes in 
capital adequacy or risk exposures. 

SAM UK is permitted to omit required disclosures if it believes that the information is immaterial such that the 
omission(s) would be unlikely to change or influence the decision of a reader relying on that information for the purpose 
of making economic decisions about the Firm. In addition, SAM UK may omit required disclosures where it believes that 
the information is regarded as proprietary or confidential.   
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 Governance 
 
SAM UK recognises the importance of strong Corporate Governance and has established a number of Committees to 
provide a clear framework for robust and transparent decision making and risk management.   

 

3.1 Board of Directors  

SAM UK is governed by its Directors who define the business model and strategy for the Firm, as well as the Firm’s Risk 
Appetite. They are also responsible for establishing and maintaining the Firm’s governance arrangements along with 
designing and implementing an effective risk management framework to identify, monitor and mitigate risks that the 
business faces.   

Board members and senior management are selected on the basis of a recruitment policy based on their actual 
knowledge, skills and expertise, with sufficient diversity of backgrounds.  
 
Board members shall only hold a limited number of directorships and avoid any conflicts of interest. As at 31 December 
2021, 2 members of the board held 8 external directorships.   
 
3.2 Management Committee  

The CEO is responsible for the day-to-day management of the business in accordance with the authority delegated by 
the Board. The CEO has established the Management Committee under his delegated authority to help discharge key 
responsibilities including: 

• Recommending strategic initiatives for the Firm in the development of its business, for approval by the Board of 
Directors   

• Recommendation of the annual budget and three-year strategic plan to the Board, and monitoring achievement of 
such plans.   

• Optimising the allocation and adequacy of the Firm’s resources.   

• Formulation of the risk management framework and risk appetite proposals, following a recommendation from 
the Risk & Compliance Committee.      
   

3.3 Risk and Compliance Committee 

The Risk and Compliance Committee supports the Management Committee by advising and making recommendations 
on all areas of the risk management process, including:   

• Advising on Risk Appetite and tolerance for the firm.  
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• Advising on the firm’s risk profile, considering significant exposures, financial position of the firm and its capacity 
and effectiveness to Identify, Assess, Manage and Report risks.   

• Setting the Risk Management Framework and supporting policies and processes   

• Review and monitor all risk exposures, incidents, developments in legal, regulatory, and accounting requirements 
and their implications for compliance and risk management and recommending action or policies as appropriate.   

 

 Risk Management  
4.1 Overview 

SAM UK has a risk management framework structured in accordance with the three lines of defence with clearly defined 
and segregated duties and responsibilities:   

 
 
4.2 Risk Appetite  

Risk Appetite defines the types and level of risk that SAM UK is willing and able to accept in pursuit of its strategic 
objectives. It is represented by statements and metrics that express SAM UK’s exposure to its key risks under current and 
potential stressed conditions. This allows the Board and the senior management to: 

• understand the risks embedded in the business strategy and SAM UK’s resilience to withstand plausible stress 
scenarios; and 

• adapt the strategic and business plans to keep the risk profile within the Risk Appetite levels. 

For each relevant and applicable risk category, the Risk Appetite Statement includes a description of the risk, the main 
sources of the risk within the SAM UK business, the level of risk the Firm is prepared to accept in pursuit of its strategic 
objectives. The supporting Risk Appetite Framework details how the risk appetite statements are monitored and 
reported against through approved thresholds. 

At least annually, the Board review the Risk Appetite Statements and Framework, and review the adequacy of the risk 
management arrangements of the Firm following the Risk and Control Assessment by the Business Functions.  
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4.3 Principal Risks and Mitigations 

SAM UK takes a pro-active approach to risk management, recognising the importance of understanding risks to the 
business, setting and monitoring risk appetite and implementing the systems and controls required to mitigate them.  

SAM UK has implemented a risk management approach and systems which are adequate and proportionate with regard 
to its profile and strategy, and allow qualitative and quantitative measurements against key risk types. 

A summary of the key risks inherent in SAM UK’s Business Model and mitigation approaches are detailed below, and all 
have been considered in the firm’s ICAAP. 
 

 Risk Type Exposures and Mitigation Approaches 
Business Risk This is defined the risk of loss or damage arising from strategic decisions or their poor 

implementation, that impact the medium- and long-term interests of our key stakeholders, or from 
an inability to adapt to external developments. Scenarios applicable to such risk category include: 

• Severe/ prolonged market downturn.  
• Client and Business Concentration. 
• Poor investment performance. 

The Firm views this risk category as potentially material and undertakes an annual stress testing 
analysis on identified and relevant scenarios selected by the business to assess the impact on its 
financial position (revenue/cost), strategy and capital adequacy over a 3-year period. 

Liquidity Risk Liquidity risk for the Firm is the risk that SAM UK may not be able to meet its payment obligations 
as they fall due. The SAM UK Liquidity Risk Management Framework articulates the governance, 
identification, management and monitoring of such risk in line with the FCA BIPRU 12 rules on 
Liquidity risk incorporating the Firm’s own internal liquidity risk stress testing. 
 
SAM UK provides intraday transfer agency liquidity in its role as an Authorised Fund Manager, but 
has processes and controls in place to manage this exposure so that this doesn’t cause liquidity risk 
at a Firm level. 

Market Risk Market risk is defined as the risk of loss arising from fluctuations in the value of assets or income 
(including adverse movements in exchange rate). SAM UK does not have any trading book 
exposures, and acts on an agency basis on behalf of its clients and does not take principal positions 
or trade on a proprietary basis. Some Market risk exposure exists due to Foreign Exchange Risk from 
balances received in USD and Euro, however this is limited, and no specific hedging or mitigation 
techniques are required. 

Operational Risk This is defined as the risk of loss resulting from inadequate or failed internal processes, people and 
systems or from external events. SAM UK is exposed to operational risk as a consequence of its core 
business, and has identified some key operational risks that have been identified as potentially 
having a significant impact on our business or capital and are treated as separate key operational 
risk categories: 

• Conduct and Regulatory Risk 
• IT and Cyber Risk 
• Third Party and Outsourcing Risk 

The management of all operational risk types is performed through a number of tools and 
processes, including defined risk frameworks, risk assessments (self and specialist), risk registers, 
monitoring programmes, operational incident root cause analysis. 

Concentration 
Risk 

Concentration risk is the risk arising from concentration to a single counterparty, sector or country. 
SAM UK has the following potential sources of concentration risk: 
• Fund distribution channels: In pursuit of its strategic and business, SAM UK exhibits 

concentration risk in its fund distribution channel strategy, which is predominantly through 
Santander UK Plc. The impact of such risk on the financial position as well as capital adequacy 
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 Risk Type Exposures and Mitigation Approaches 
is subject to stress testing analysis carried out as part of the Firm’s ICAAP, which is reviewed at 
least annually.  

• Revenue concentration: In pursuit of profitability and balance sheet growth, SAM UK has a 
larger concentration in Multi Strategy Solution product ranges/asset classes in line with its 
business model. 

Credit Risk This is defined as the risk of loss arising from the default of a counterparty. SAM UK acts on an 
agency basis on behalf of its clients and does not take principal positions or trade on a proprietary 
basis.  Revenue is derived predominantly from the management of SAM UK funds, received 
monthly in arrears.  Other sources of revenue e.g., advisory and delegated mandates are primarily 
within the Santander Group, with the ageing of any debtors monitored on a monthly basis. The 
Firm holds corporate cash with FCA and PRA regulated UK Banks assigned high credit ratings, which 
are monitored only a frequent basis.  

 

 Capital Resources and Adequacy  
The SAM UK Board regularly assesses the capital adequacy of the Firm with the aim of maintaining a level of capital that 
would meet both regulatory capital requirements and the working capital needs of the business. Capital adequacy is 
assessed to meeting its regulatory capital, which is calculated as the highest of the Pillar I capital requirement, the Pillar 
II capital requirement, and the wind‐down cost. 
 
5.1 Capital Resources 

As at 31 December 2021, SAM UK’s regulatory capital resources are as follows: 

Regulatory Capital Resources £’000 
Permanent share capital 15,000 
Reserves 32,005 
Deferred tax assets (1,309) 
Tier 1 capital 45,696 
Total Capital 45,696 

 
A description of main features and terms and conditions of Tier 1 capital is contained in the audited financial statements.  

SAM UK makes dividend payments to its parent, SAM Investment Holdings S.L. However, in the event of an anticipated 
shortage of capital at SAM UK, there are no impediments to prevent re‐capitalisation from the parent entity. 

There is no current or foreseen material, practical or legal impediment to the prompt transfer of capital resources or 
repayment of liabilities between SAM UK and its parent, subject to local regulatory and tax requirements being met. 
 
5.2 Capital Requirements 

SAM UK’s capital requirement amounts to the highest of Pillar 1, Pillar 2 or the cost of winding down the business. 

As at 31 December 2021, SAM UK has adequate capital resources to meet business requirements, as well as maintaining 
a surplus over its minimum capital requirements.   
 
For prudential regulatory purposes, As SAM UK is categorised by the FCA both as both a collective portfolio management 
investment firm (CPMI) and an IFPRU limited license firm it calculates its minimum Pillar 1 regulatory capital 
requirements as the higher of: 

1. Base capital resource requirement of €125,000; or 
2. Base capital requirement of EUR 125,000 plus 0.02% of the amount by which the Firm’s Funds under 

Management (FUM) exceed €250,000,000; or 
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3. The Fixed Overhead Requirement (FOR). 

Plus, to cover professional liability risks, either: 

4. Additional own funds equal to 0.01% of the value of the SAM UK’s FUM; or 
5. Professional indemnity insurance (“PII”) cover meeting certain criteria (and for which the agreed excess is 

in addition to the own funds requirement). The Firm has put in place appropriate professional indemnity 
insurance cover. 

As at 31 December 2021 the Pillar 1 capital requirements for SAM UK are as follows: 

Capital Resources Requirement £‘000 

a. Base capital resource requirement of €125,000 105 

b. Base capital requirement of EUR 125,000 plus 0.02% of the amount by 
which the Firm’s assets under  management exceed €250,000,000 1,574 

c. Fixed Overhead Requirement 5,876 
d. Professional indemnity insurance 420 
Capital Resources requirement (Higher of a, b or c, plus d) 6,296 

 
5.3 Pillar 2  

Under Pillar 2, SAM UK undertakes an Internal Capital Adequacy Assessment Process (“ICAAP”) at least annually. SAM 
UK’s ICAAP is produced by senior management, before review and approval by the SAM UK Board. 

The ICAAP assesses the material risks to which SAM UK is exposed to or expects to be exposed to (including risks not 
captured or adequately captured under Pillar 1) and the level of capital considered necessary to hold against these 
risks. As part of the assessment, SAM UK performs a series of stress tests and scenario analyses, reverse stress 
testing, and wind down analysis to assess the potential impact of adverse events on its projected business plans and 
capital adequacy.  

In 2021, SAM UK used a simple aggregation model approach to calculate the operational risk capital requirement as 
part of the ICAAP Pillar 2. This process is built around the development of severe but plausible operational loss 
scenarios using internal and external factors, including the input of subject matter experts across the business. The 
impact of these severe but plausible operational loss events is then modelled, with reference to internal and external 
operational loss data where this is available. 

 
5.4 Wind Down Planning 

SAM UK conducts wind down planning through a series of workshop with management to, which is the process by 
which Management:  

(a) identify the steps and resources required to wind down the business; and  

(b) evaluate the potential risks and impacts of a wind down and considers how to mitigate them.  

This is performed in order to assess how much capital the Firm would need to hold to ensure that all liabilities would 
be covered in this extreme eventuality. 
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 Remuneration  
 
These Remuneration disclosures have been produced in accordance with Article 450 of the CRR, with consideration for 
the size, internal organisation and nature, scope and complexity of the Firm’s activities 
 
SAM UK is subject to three remuneration codes (IFPRU, AIFMD & UCITS) with the overriding principle that the Firm 
must establish, implement and maintain remuneration policies and practices for Remuneration Code staff that are 
consistent with, and promote, sound and effective risk management. On a standalone basis, SAM UK is a tier 3 
proportionality firm under CRD and therefore under FCA guidance would not be expected to apply the pay-out rules. 

However with reference to the AIFMD code,  the UCITS codes and FCA guidance, it is not expected that SAM UK can 
apply proportionality at a firm wide level as its assets under management (“AUM”) is significantly above the £1bn AUM 
threshold, and therefore Code Staff identified under the AIFMD and UCITS codes are subject to the pay-out rules. SAM 
UK has identified those employees who have a material impact on the risk profile of SAM UK or the funds it manages. 
These primarily comprise of Members of SAM UK Board of Directors and Front Office Desk Heads. 

SAM UK is not required to establish a Remuneration Committee, however, to ensure transparency over the 
Remuneration process and approach it utilises the SAM Investment Holdings S.L Remuneration Committee, chaired by 
a Non-Executive Director. 

SAM UK Remuneration Policy adopts a five-pillar approach to its Remuneration strategy;  
• Pillar 1: Sound and Effective Risk Management 
• Pillar 2: Long Term Sustainability 
• Pillar 3: Competitiveness and Fairness 
• Pillar 4: Adequate Ratio between Fixed and Variable Pay  
• Pillar 5: Transparency 

Further information on SAM UK’s Remuneration practices can be found in the Remuneration Policy on its website.  
 
Quantitative Disclosure 

 All Staff Identified Staff 
Number of Staff 91 12 
Fixed Remuneration  £ 12,094,619  £   3,568,887 
Variable remuneration  £    4,201,485  £   2,070,455 
Total  £ 16,296,104  £ 5,639,342 
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