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Introduction 

The European Capital Requirements Directive (‘the CRD’) established a revised regulatory 

capital framework governing the amount and nature of capital which credit institutions and 

investment companies must maintain. 

The Financial Conduct Authority (‘FCA’) in the UK has implemented this and the framework 

consists of three ‘Pillars’: 

• Pillar 1 comprises the base capital resources, credit risk, market risk and operational 

risk requirements; 

• Pillar 2 requires the Company to assess its capital adequacy taking in to account all 

risks to which the Company is exposed and is subject to annual review by the FCA; 

and 

• Pillar 3 rules for the disclosure of specified information about the underlying risk and 

capital requirements of the Company. 

The rules in Chapter 11 of the Prudential Sourcebook for Banks, Building Societies and 

investment companies (BIPRU) set out the requirement for Pillar 3 disclosure. This document 

seeks to meet our Pillar 3 obligations. 

Scope and application of the requirements 

NS Partners Ltd (“the Company”) is authorised and regulated by the FCA and as such is 

subject to minimum regulatory capital requirements. The Company is categorised as a 

Collective Portfolio Management Investment Firm (CPMI) conducting designated investment 

business limited to BIPRU activities which are subject to the CRD and it does not hold client 

money or client assets. It is an investment management company and as such has no trading 

book exposures. 

Risk management 

The Company is governed by its Board of Directors who determines its business strategy and 

risk appetite. The Board is also responsible for establishing and maintaining the Company’s 

governance arrangements including designing and implementing a risk management 

framework that recognises the risks that the business faces. It also has a Code of Ethics 

which is reviewed annually and has been approved and adopted by the Board and which 

applies to all personnel. 

The Board meets on both a formal and informal basis to receive management information 

and discuss and assess the Company’s performance against its governance objectives as well 

as its performance against key business targets generally. The Board meets formally once 

every quarter. Management accounts demonstrate continued adequacy of the Company’s 

regulatory capital and the accounts are reviewed on a regular basis. 

The Board has identified market, operational, liquidity and reputational risks as the main 

areas of risk to which the Company is exposed.  The Directors, together with the compliance 



team, are responsible for overseeing that the business has effective procedures and 

processes in place, to mitigate regulatory, reputational and operational risk.  

The Company has an ‘Enterprise Risk Management Framework’ (ERM) along with an 

underlying risk and controls matrix to identify, quantify, manage and review the key risks. 

This defines risk and risk management; describes the roles and responsibilities for the 

identification and management of risk; sets the processes and controls; formalises the role 

of the Board and reporting to it and describes the relevant risk categories. In addition the 

Company has a Risk Committee that meet quarterly and reports to the Board. 

The system of internal controls is designed to manage, rather than eliminate, the risk of 

failure to achieve business objectives and can provide only reasonable, and not absolute, 

assurance against material misstatement or loss. 

The effectiveness of the system of controls and other risk mitigation arrangements are 

reviewed annually. Where the Board identifies material risks they consider the financial 

impact of these risks as part of the Company’s business planning and capital management 

and conclude whether the amount of regulatory capital continues to be adequate. 

Regulatory capital 

The Company is a company incorporated in England and Wales with limited liability and its 

capital arrangements are established in its Articles of Association. Its capital, as of 31 

December 2020, is summarised as follows: 

Capital item           £’000 

 

Tier 1 capital  and total capital resources      1,272 

 

The Company is small with a simple operational infrastructure.  Its market risk is limited to 

foreign exchange risk on its accounts receivable in foreign currency and credit risk from 

management and advisory fees receivable from clients for whom the Company has funds 

under its management. The Company is subject to the Fixed Overhead Requirement and is 

not required to calculate an operational risk capital charge 

The Company assesses the main risks faced by the business on an annual basis as part of its 

ERM process which includes the Internal Capital Adequacy Assessment Process (“ICAAP”), 

taking the FCA’s BIPRU Rules and guidance as a starting point. It identifies the risks relevant 

to the business, for example operational risk (including; people risk, dealing errors, system 

failure, failure of outsourced suppliers etc) through simple stress testing and scenario 

analysis to ascertain whether additional capital is required for Pillar 2. Through these stress 

tests, the Company has assessed that the capital as set out above is appropriate for the 

Company’s current needs and is in excess of its capital requirements and no additional pillar 

2 capital is required. 

As a CPMI firm, its capital requirements are the greater of: 

• Its base capital requirement of €125,000; or 

• Funds under management requirement or 



• Its fixed overhead requirement, plus a PII capital requirement. 

 

The Company’s Capital Requirement as of 31 December 2020 was £780,000 and therefore 

the Company has excess capital of £492,000.The Company’s Pillar 1 capital requirement has 

been determined by reference to the Company’s Fixed Overheads Requirement (“FOR”) 

calculated in accordance with the FCA’s General Prudential Sourcebook (“GENPRU”) at 

GENPRU 2.1.53 and its funds under management and PII capital requirements in accordance 

with IPRU-INV 11.3. The Company’s requirement is based on the FOR plus the PII capital 

requirement since this exceeds its funds under management requirement. 

Remuneration  

A firm must establish, implement and maintain remuneration policies, procedures and 

practices that are consistent with and promote sound and effective risk management.  

The firm’s policy is designed to ensure we comply with the Remuneration code under 
SYSC 19.B and SYSC 19C and in reviewing our arrangements we ensure they are: 

- Consistent with and promote sound and effective risk management and do not 

encourage risk-taking that exceeds the level of tolerated risk of the firm. 

- In-line with the business strategy, objectives, values and long-term interests of the 

firm. 

- Include measures to avoid conflicts of interest. 

The remuneration principles and policies are reviewed and agreed by the Management 
Committee in line with the guidelines laid down by the FCA. 

All the senior employees and fund managers of NSP are Partners in the business. It is key 
to our philosophy that the Fund Managers, as Partners, share in the profits of the business 
as a whole avoiding any specific market or product related performance bonuses, thus 
avoiding any conflicts of interest or excessive risk taking. It is through this philosophy that 
we seek to retain high calibre individuals whom are focused on aligning their interests 
with those of the Company and its clients. Portfolio outperformance and overall business 
success for NSP will benefit both parties alike. 

The Management committee of the Partnership will annually review the capital allocation 
of the partners and whether there should be any increase or decrease for each individual. 
This is then discussed in a full partnership meeting. 

Each partner receives a base draw and then a percentage of distributable profits 
according to the partner’s proportional ownership. 

Distributions are only made out of profits after the necessary working capital buffers are 
taken in to account therefore ensuring the stability of the business. 

Those employees that are not partners are remunerated on a fixed annual salary with a 
discretionary bonus decided on by the employee’s manager based on the employee’s 
overall performance and agreed by senior management. The salary is fixed at a level to 
attract and retain the right employees with the personal attributes and skills required to 
deliver our strategy. 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G430
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/R?definition=G1013
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G430
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G430


In addition, the Company has established the Principal Plan, a long-term incentive plan with 

profit sharing. This has been established to recognise the contribution that certain 

individuals, that are not Partners, make to the growth in NSP’s profit over the long-term 

and increase the incentive for these individuals to continue to develop their careers at NSP 

and deepen the cultural identification with the firm. 

Each employee and partner has an annual performance appraisal each year to review and 

monitor that the Companies objectives and strategies are being met.  New principles will 

be identified, as part of this review. 

These disclosures are required on an annual basis and will be based on the accounting 

reference date of 31 December and disclosure will be made as soon as practicable after the 

publication of the Company’s annual accounts, 

The Company will reassess the need to publish some or all of the disclosures more frequently 

than annually in light of any significant changes to the Company or its business mix. 

The nature of its risks and operations has not changed. 

We are permitted to omit required disclosures if we believe that the information is 

immaterial and that such omission would not be likely to change or influence the decision 

of a reader relying on that information.  In addition, we may omit required disclosures where 

we believe that the information is regarded as proprietary or confidential.  In our view, 

proprietary information is that which, if it were shared, would undermine our competitive 

position.  Information is considered to be confidential where there are obligations binding 

us to confidentiality with our customers, suppliers and counterparties. 

We have made no omissions on the grounds that it is immaterial, proprietary or confidential. 

 

 


