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McInroy & Wood Limited - Pillar 3 and Remuneration Code Disclosures for the year ended 
30th April 2019 

 
 

Risk & Capital Management: Pillar 3 Disclosure 
 

1. Introduction and context 
 

For accounting purposes, the two group entities, McInroy & Wood Ltd, the parent company, (‘MWL’) and 
McInroy & Wood Portfolios Ltd, its wholly owned subsidiary (‘MWP’), are consolidated (and referred to 
as the ‘group’) but each is treated independently for prudential purposes.  
 
This document provides the Pillar 3 disclosure made in accordance with the rules set out in the UK Financial 
Conduct Authority (‘FCA’) Prudential Sourcebook for Banks, Building Societies and Investment Firms 
(‘BIPRU’).  The rules are built on three pillars: 

• Pillar 1: establishes the minimum capital requirement that a firm must meet using standard 
criteria (the Capital Resources Requirement); 

• Pillar 2: establishes the process for assessing capital adequacy in relation to the actual risk profile 
of the firm.  MWL determines whether additional capital is required to cover these risks through 
its Internal Capital Adequacy Assessment Process (‘ICAAP’), which is approved annually by 
MWL’s Board (the ‘Board’) in June; and 

• Pillar 3: sets out rules for the disclosure of risk and capital management, including capital 
adequacy (as required by Pillar 1 and Pillar 2), governance and a firm’s remuneration policy for 
certain categories of staff. 

 
This document is reviewed, updated and approved by the Board and published annually, in September. 
 
2. Capital adequacy: Pillar 1 and Pillar 2 

 
Pillar 1 – The minimum Capital Resources Requirement to be held by MWL as at 30th April 2019, 
calculated in accordance with the Pillar 1 rules was as follows: 
 £ 
Capital Resources Requirement 384,333 
 
Comprising credit risk weighted exposures: 

 

 Fixed assets 175,330 
 Investments 140,377 
 Called up share capital not paid 16,773 
 Other prepayments & accrued income 24,131 
 Retail exposures 27,722 

 
The audited Capital Resources held by MWL at 30th April 2019 were in excess of this requirement, as 
follows: 
 £ 
Tier 1 Capital Resources: 6,729,713 
Less deduction for material holding:     (40,000) 

Total Capital Resources: 6,689,713 
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Pillar 2 – As part of MWL’s ICAAP process, Capital Resources were internally assessed by the Board in 
June 2019 in accordance with the Pillar 2 rules.  In light of the group’s foreseeable operating and other 
requirements, the ICAAP requirement was determined to be £3.3m in cash or its equivalent.  Capital 
Resources held are therefore confirmed as substantially in excess of this ICAAP requirement under the 
Pillar 2 rules. 
 
3. Further disclosure of the group’s approach to risk and capital management under Pillar 3 

 
The Board takes a risk averse approach to risk management and retains substantial financial resources 
sufficient to meet the regulatory requirements and the Board’s assessment of prudent operating requirements.  
The directors review and update internal assessments of MWL’s capital adequacy on an ongoing basis. 
 
Key components of the group’s risk management framework include: 

• departmental risk registers reviewed and updated monthly; 

• detailed review of the risk profile of the group at least quarterly by the Risk Committee.  The 

Committee receives risk reports from each department, reviews risks on a consolidated and 
group-wide basis and agrees a summary risk report for the Board;  

• review of any material changes to the risk profile reported by departments at the monthly 
Management Committee meeting; and 

• review of the risk report by the Board at its quarterly meetings. 
 
The group adopts a stance of constant vigilance with respect to identifying and limiting the risks associated 
with its activities.  Within the risk framework, the Board reviews key inherent risks and key residual risks to 
which the group is exposed quarterly.  It seeks to ensure that all significant risks are recognised, understood 
and effectively managed.  Specifically, the sufficiency of the group’s business continuity plan is monitored, 
including the dependency on key individuals and the steps taken to mitigate such risks.  Professional 
indemnity insurance (‘PII’) cover has been maintained at levels appropriate to the growth in funds under 
management over recent years.   
 
The Board considers that there is no current or foreseen material, practical or legal impediment to the 
prompt transfer of capital resources or repayment of liabilities between MWL and MWP. 
 
The approach to the management of risk categories most relevant to Pillar 3 disclosure 
requirements is set out below: 
 
MWL undertakes discretionary investment management for, in the main, retail clients.  MWP acts as an 
authorised fund manager (‘AFM’) to five authorised unit trusts.  
 
Business risk - The group assesses at least annually the impact of a downturn on its business as part of its 
strategic planning.  It applies a conservative approach to budgeting and plans for various scenarios using 
appropriate stress testing.  Such a downturn would most likely reflect a stock market decline and/or departing 
clients, and therefore a decline in funds under management.  In that event future earnings would be reduced.  
However existing pre-tax margins would require either a very serious equity market collapse or significant 
client losses to reach the group’s break-even point.  This break-even point is calculated annually and 
monitored throughout the year. 
 
Credit risk – There is little credit risk as fee income is generated from client funds under the group’s 
management.  Client fees are paid quarterly in arrears and unit trust fees are paid monthly in arrears.  The 
risk of fee default is assessed as remote. 
 
Counterparty risk – The group recognises four key risks associated with counterparties as follows:  
 
1. Most deals instructed by MWL as agent of its clients are transmitted through Pershing Securities Limited 

(PSL).  Due diligence is updated on an ongoing basis and the risk posed by PSL as a counterparty is 
considered to be low.  A small number of brokers are used for securities not available through PSL.  Each 
is carefully assessed at least annually to ensure adherence to MWL’s order execution policy. 
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2. MWP holds client money relating to AFM activity, which is placed with the National Westminster Bank 

and the Royal Bank of Scotland.  MWP performs annual due diligence on these banks and daily oversight 
of all client money movement.  Acknowledgement letters provided by the banks confirm the required 
segregation of client money. 
 

3. PSL, as custodian for MWL’s clients, places client money with a panel of banks on their approved list.  
MWL applies strict oversight to their activities but does not have sight of which banks PSL places client 
money with.  As noted above, due diligence is performed on PSL on an ongoing basis.  The risk to 
MWL, as an introducer, associated with these activities is restricted principally to reputational risk were 
PSL to fail.  Separately, a deposit, supplied by MWL, is held by PSL as collateral for trading activities and 
is repayable at the end of the contract term, net of any outstanding liabilities. 
 

4. The group adopts a policy of placing its own funds on deposit with several banks, with varying interest 
rates and notice periods.  The credit rating of banks chosen for deposit purposes is monitored to ensure 
that only banks with strong credit ratings or balance sheets are used. 

 
Operational & Cyber risk 
 
The group reviews its risk exposures at monthly assessment meetings and takes appropriate mitigating action 
to enhance controls and update its daily procedures.  There is no exposure to trading book losses.  Specialist 
cyber insurance has been maintained since July 2017.   
 
MWP has appointed DST Financial Services International Ltd (‘DST’) as transfer agent for its AFM activity.  
Failure of DST could pose a risk to MWP’s compliance with FCA client money rules.  It would also create 
material disruption to MWP’s ability to undertake transactions in unit deals in the funds.  DST has robust 
internal processes and procedures, which are subject to daily oversight by MWP. 
 
Remuneration Policy 
 
The group is required to establish and apply a remuneration policy for certain categories of employee whose 
activities have a material impact on the group (‘Code Staff’).  McInroy & Wood is governed in such a way 
that the only employees that fall within the definition of Code Staff are its directors.  No other employees 
have authority to influence the risk profile of the group.   
 
MWP is subject to the UCITS Remuneration Code and MWL is subject to the BIPRU Remuneration 
Code.  However, compliance with the UCITS Remuneration Code is deemed compliance with the BIPRU 
Code.  The group’s remuneration policy has therefore been drawn up to comply with the requirements of 
the UCITS Remuneration Code. 
 
1. The group’s remuneration policy is to pay all employees amounts it considers appropriate to their 

responsibilities.  By virtue of their status, employees who are directors are always assumed to be applying 

their best efforts towards discharging their responsibilities and their remuneration does not reflect any 
assessment of their relative outputs individually.   
 

2. Directors’ remuneration consists entirely of fixed salary.  Directors do not participate in any bonus or 
profit-sharing arrangement.  No guaranteed bonuses, retention awards or discretionary pension benefits 
have been awarded, nor have any sign-on or severance payments been made or contracted for which 
are not disclosed in the annual audited accounts. 

 
3. The Chief Executive bears the heaviest responsibilities within the group and his remuneration reflects 

that fact.   
 

4. The aggregate remuneration of Code Staff (i.e. the directors) for the year to 30th April 2019 is as follows: 
 

Fixed (£’000s) Variable (£’000s) Total (£’000s) 

1,467 - 1,467 

 



Page 4 of 4 
 

McInroy & Wood does not have a remuneration committee.  To the extent applicable, matters relating to 
remuneration are dealt with by the Board.  Responsibility for annual review, adoption and implementation 
of the principles of the remuneration policy is undertaken by a non-executive director, with relevant 
expertise. 
 
 

 
Published on 26th September 2019 


