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New loan originations to SMEs 

and consumers£1bn

Pre-tax profits£16.8m

Consumer and SME deposits£1.46bn
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“ The account opening 

process was very straightforward 

and I also liked the fact that,  

in addition to competitive rates, 

Shawbrook was a clean bank 

without a history: I feel secure  

in a way I didn’t feel about  

the bigger banks.

“

C L A I R E  M O R T O N 

F O U N D E R  A N D  M D

A L C H E M Y  E V E N T S

L O N D O N  B A S E D  M A R K E T I N G  

A N D  E V E N T S  A G E N C Y

“ We wanted to buy the 

Sand Pebbles Hotel and make 

it a real part of the village. Our 

broker approached Shawbrook, 

and once they were happy with 

our business plans and all the 

other information, they provided  

us with the funding.  Thanks to 

Shawbrook we have been able 

to reclaim the hotel for the local 

Hope Cove community.

“

I A N  A N D  E M M A  P E D R I C K

H O P E  &  A N C H O R  I N N , S  D E V O N

BROKER: MARK WATSON, PRINCIPAL MORTGAGES

“ Shawbrook Bank has 

been a welcome entrant into 

the home improvement lending 

sector. We value their expertise 

in our market and their 

relationship based approach 

to service, which is evident 

from board level, through to 

sales and operations. Anglian’s 

finance packages are an 

important part of our customer 

proposition and Shawbrook is 

able to cope with significant 

levels of business.

“
A L A N  M A R N E Y 

D I R E C T O R  O F  

F I N A N C I A L  S E R V I C E S

A N G L I A N  W I N D O W S
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Borrowing customers52,000

Increase in year on year growth108%

New customers44,000

New colleagues110

Tier 1 capital ratio13.8%

Increase in customer deposits£539m

Total capital ratio at group level17.3%
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“ A relative newcomer to 

the sector, Shawbrook Bank, 

published figures on Monday 

where it said it had lent £766m 

to small firms in the last  

two years.

“

T H E  G U A R D I A N ,  

1 0 . 0 9 . 1 3 ,  H I L A R Y  O S B O R N E

“ Britain’s biggest banks have 

pulled out of specialist business 

lending, allowing Shawbrook Bank 

to more than double its loan  

book in the last year, the lender 

revealed today.

“

C I T Y  A M 

0 9 . 0 9 . 2 0 1 3 ,  T I M  W A L L A C E
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“ New bank Shawbrook has 

lent more than 1 billion pounds since 

its launch two years ago, it said on 

Monday, showing that challengers  

are emerging to break the dominance  

of  Britain’s biggest banks.

“

R E U T E R S

0 9 . 0 9 . 2 0 1 3 ,  M A T T  S C U F F H A M

“ Shawbrook is another 

of the new lenders looking 

specifically for small business 

clients. So far it has also been 

very successful.

“

T H E  F I N A N C I A L  T I M E S

1 6 . 0 6 . 2 0 1 3 ,  J O N A T H A N  M O U L E S

“ Shawbrook, which is 

privately owned, is one of  

several lenders that aim to 

challenge the dominance of the 

big five British banks.

“

 

T H E  T I M E S 

0 9 . 0 9 . 2 0 1 3 ,  K A T H R Y N  H O P K I N S
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I am pleased to report that 2013 was a year of great progress for Shawbrook, building on the strong foundations laid in 
2012, and reinforcing our position as a leading UK Specialist Bank. 

Founding Thesis 

The thesis upon which Shawbrook was founded in 2011 was that there was a clear and sustainable opportunity for the 
establishment of a traditional deposit taking, broadly-based lender to SMEs and individuals. The three years since then 
have reinforced our belief that the scale of this opportunity is greater than we had envisaged at the outset, and even 
twelve months ago. In brief, we continue to believe that customers want their bank to be engaging, to communicate 
clearly, politely and professionally and to make decisions promptly, and believe also that many SMEs and individuals 
no longer believe that these vital principles can be found in the UK clearing banks. We place the needs and 
expectations of our customers at the heart of all we do and strive to meet them through the hard work and dedication of 
our staff.   

Financial Results 

I am also delighted to report that 2013 has seen the Bank deliver a very strong set of financial results that reflect the 
strength and stability of our business model.  We have built on our track record of earnings growth to deliver 
significantly enhanced profitability and an infrastructure capable of supporting the current and future growth in the 
bank, whilst also ensuring risk management and control are a key focus.  We continue to boast a very strong capital 
base (with an overall capital ratio of 17.3%) and prudent levels of liquidity and these position the Bank for on-going 
growth in the short and medium term and provide cause for optimism for 2014 and beyond. 

Highlights of 2013 

There are a number of highlights that stand out as critical achievements for 2013: 

• The bank has originated £1bn in new loans to SMEs and consumers in the UK 
• The deposit base has increased by £539m to £1.46bn as at 31/12/2013 
• We welcomed 44,000 new customers to the Bank 
• Our capital base has increased by £58m, further strengthening the bank and enhancing the platform for growth 
• The Bank’s liquidity remains of the highest quality  
• There has been significant investment in the infrastructure of the business with significant enhancements made 

across the business  
• Pre-tax profits increased by £23.9m to £16.8m from a loss of £7.1m in 2012. 

None of this could have been achieved without the dedication and commitment of our staff and we welcomed over 100 
new colleagues to the Bank in 2013. 

Management Changes and Looking Ahead 

The Bank announced on 2nd April 2014 that Ian Henderson had resigned and that Richard Pyman had been appointed 
as CEO. We look forward to 2014 with optimism under Richard’s leadership.  

Looking ahead to 2014 the Bank is well positioned to maintain its positive progress. The strength of management, 
coupled with the stable, well capitalised balance sheet will allow for further growth in line with strategy. The first quarter 
has been positive and I look forward to 2014 being another excellent year for the Bank. 

 

 

 

Sir George Mathewson 

Chairman 
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Overview 
The Strategic Report is a new statutory requirement under the Companies Act 2006 (Strategic Report and Directors 
Report) Regulations 2013, replacing the previous Business Review.  It is intended to be fair and balanced and to 
provide information that enables the Directors to be satisfied that they have complied with s172 of the Companies Act 
2006 (which sets out the Directors duty to promote the success of the Company). 

Our business model 
Shawbrook Bank Limited (the “Bank”) is a leading UK Specialist Bank.  As at 31 December 2013 it had total assets of 
£1.7bn and c.52,000 borrowing customers across Asset Finance, Commercial Mortgages, Secured Loans and 
Consumer Loans. The Bank is primarily funded by £1.5bn of deposits from c.40,000 deposit customers, sourced 
through a flexible direct retail and business deposit platform. The Bank is supported by a robust and efficient 
infrastructure and run by an established and proven management team. 

Our operating environment 
The UK economy is beginning to recover slowly and this trend looks likely to continue throughout 2014.   GDP growth 
reached 0.7% in Q4 of 2013; however the economy is recovering at a slower pace than some of its major trading 
partners, such as the US, and improvements seen have largely been focused on London and the South East.   

Employment prospects have also improved during 2013 with the unemployment rate dropping from 7.8% at the s tart of 
the year to 7.1% by the end of 2013.  Focus on this metric has increased now that the Bank of England’s Monetary 
Policy Committee (“MPC”) has indicated that they will not consider a rise in the Bank of England Base Rate until the 
unemployment rate has fallen below 7%.  In reality the MPC will wish to see that any recovery in the economy is 
widespread, and sustained, before it contemplates increasing interest rates for the first time since March 2009. 

Elsewhere the outlook for inflation remains benign with no sign yet that the recovery in economic activity is putting 
pressure on wage growth.  The housing market is seeing a recovery with initiatives like the “Help to Buy” scheme 
stimulating demand and pushing up house prices in certain UK regions.     

Given this backdrop it is likely that the UK economy will continue to see a modest improvement in activity during 
2014.  However the Bank of England’s desire to see a more robust recovery before contemplating raising interest rates 
means that UK Base Rate is likely to stay at or around current levels through the rest of 2014. 

The regulatory environment in which the Bank operates continues to evolve. Key changes, all of which the Bank is 
responding to, include:  

• The formal separation of the previous Financial Services Authority into the Prudential Regulation Authority (“PRA”) 
and the Financial Conduct Authority (“FCA”) took place with effect from 1 April 2013. This has led to a 
strengthening of regulatory scrutiny across matters relating to prudential and conduct risk. In particular, the PRA 
issued in August 2013 its consultation paper on how it proposes to implement in the UK the European Union’s 
reforms to capital and risk management (Capital Requirements Directive IV) with effect from 1 January 2014. The 
FCA has also issued a number of changes and publications including new rules for packaged bank accounts and 
the publication of a Policy Statement setting out the new rules for the mortgage market, as well as conducting 
‘themed reviews’ into a number of areas.  
 

• A range of political and governmental developments have occurred, including the publication of the Parliamentary 
Commission on Banking Standards final report, ‘Changing Banking For Good’, which contained a range of 
recommendations and observations relating to the governance, accountability, competition and regulatory powers 
of UK banks. The UK Government is in the process of incorporating the results of this work, as well as the previous 
report from the Independent Commission on Banking, into its Banking Reform Bill (“BRB”), which is scheduled for 
passage into law in 2014.  
 

• The UK Government has also put in place a range of mechanisms to improve consumer and business access to 
credit or other financial services. These include the ‘New Buy’ scheme (which provided an equity loan worth up to 
20% of the value of a new build home, repayable at any time or once the home is sold). This has subsequently 
been extended into a ‘Help to Buy’ scheme which is a mortgage guarantee scheme for lenders who offer 
mortgages to households with a deposit between 5% and 20% on homes with a value up to £600,000. Support for 
business oriented lending has also been made available through mechanisms such as the ‘Funding for Lending 
Scheme’.  
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Our goal and strategic priorities 
The Bank’s business model and operating environment shape its overall strategic objectives. 

To achieve this, the Bank is pursuing 5 strategic priorities: 

1. The progressive increase in originations across all lending divisions; 
2. Maintaining the credit quality of the lending book; 
3. Customer focus; 
4. Embedding strong management of risks and controls; and 
5. Building strong profit performance as the business grows into its cost and capital base. 

The following table highlights our progress to date in relation to the key performance indicators that we have identified 
to measure progress against our strategic goals: 

 

Priority Strategic Goal KPI Comments 

Originations Progressive increase in 
originations across all 
business areas without 
compromising on yield and 
quality. 

New business volumes. In 2013 the Bank originated 
£1 billion of new business, 
a 108% increase year on 
year. 

Asset quality High quality asset base 
supported by a strong 
capital position. 

LTV, arrears level, cost of 
risk and provision coverage 
ratios. 

Average LTV of 59% to 
64%. Low arrears at 0.9% 
of the book; cost of risk of 
0.3% with provision 
coverage of 0.5%. 

Customer focus Best in class service 
proposition including strong 
relationships with partners 
and innovative product 
propositions. 

Drive growth through 
increased regional 
coverage and sourcing 
more business from 
existing customers. 

Maintaining a high level of 
customer service. 

Positive customer, broker 
and market responses. 

 

The Bank has received 
positive feedback from both 
brokers and customers 
over the year. The Bank 
has also been awarded a 
number of product and 
service awards during the 
year. 

 

 Risk & control framework A balanced assessment of 
both risk and return on a 
continuous basis. 

Adherence to risk appetite 
settings. 

The Group is operating 
within its credit and 
operational risk tolerances. 

Strong and sustainable 
balance sheet.   

 

 

Clear and transparent 
capital structure. 

Flexible and reliable 
funding through retail and 
business deposits. 

Loan to deposit ratio; 
Liquidity ratio; Capital 
gearing ratio; Capital ratios; 
RoE ratios and RoRWA 
ratios. 

 

Loan to deposit ratio of 
96%. Strong Tier 1 capital 
ratio of 13.8% and Total 
Capital ratio of 17.3%, 
providing surplus over 
regulatory requirement of 
£31.2m. Liquidity balances 
of £230.3m representing 
16% of total deposits. 
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Financial analysis 
The statutory results for the Group improved over the previous year, from a loss  before tax of £7.1m in 2012, to a profit  
before tax of £16.8m. 

Underlying performance has improved significantly, with a £16.2m (502%) increase in profit before tax, acquisition 
costs, fair value amortisation of acquisitions, infrastructure developments and interest on subordinated debt, from 
£3.2m to £19.4m. 

This is set out in the table below: 

 Group   
2013   
£000 

Group   
2012   
£000 

Net interest, fee and operating lease income   98,467   52,031  

Interest expense and similar charges (38,337) (27,367) 

Net operating income  60,130   24,664  

Impairment losses on financial assets (3,522) (2,660) 

Costs and provisions (39,820) (29,136) 

Statutory profit/(loss) before taxation  16,788  (7,132) 

Acquisition costs  811   7,657  

Fair value amortisation (209)  1,055  

Infrastructure developments  1,545   792  

Interest on subordinated debt  503   -  

Timing difference on investment maturity  -   858  

Underlying profit 19,438   3,230  

 

The balance sheet reflects the results of the strong year the Bank has had, with total assets increasing from £1,044m 
to £1,662m, an increase of 59.2% in the year. As at 31 December 2013 the regulatory capital surplus was £31.2m, this 
was in part due to capital injections in October from our parent company of £17.0m and £27.2m of Tier 2 debt issued to 
Drake Recoveries S.À.R.L., an investment vehicle of Carval Investors LLC.  This has further augmented the Bank’s 
capital position.   
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A summarised balance sheet for the Group is set out in the table below: 

 Group   
2013   
£000 

Group   
2012   
£000 

Cash and balances at central banks and loans and advances to banks 230,291 117,343 

Loans and advances to customers 1,346,928 683,566 

Investment securities – available for sale - 144,868 

Other assets 84,382 98,228 

Total assets    1,661,601 1,044,005 

Customer deposits 1,462,976 923,680 

Due to banks 24,596 - 

Other liabilities 44,372 21,179 

Share capital 128,990 111,990 

Retained earnings & other reserves 667 (12,844) 

Total equity and liabilities 1,661,601 1,044,005 

 

December 2013 compared to December 2012 
Net interest income increased by £33.9m (162%), from £21.0m to £54.9m. The key driver of this increase is the growth 
of the balance sheet and the reduction in funding costs.  

Total loans increased by £663.4m (97%), from £683.5m to £1,346.9m. 

Customer deposits increased by £539.3m (58%), from £923.7m to £1,463.0m. 

The net interest margin increased by 70bps, from 3.65% to 4.35%, as a result of increases in the size of the lending 
books, changes to the product mix and reductions in cost of funds.  

Non-interest income increased by £1.6m (43%), from £3.6m to £5.2m. 

Operating expenses increased by £12.2m (45%) over the prior period, from £26.9m to £39.1m. This increase 
represents the on-going investment in people and infrastructure that the business is dependent on for future growth. 

Impairment losses on credit exposures have increased by £0.9m (32%) in the year, from £2.6m in 2012 to £3.5m in 
2013, due to the growth and mix of the loan books. This is a modest increase given that the loan book has grown by 
£663.4m, and impairment losses, as a percentage of the loan book, have decreased by a third from 0.39% in 2012 to 
0.26% in 2013.   

 

  

PAGE 6

SHAWBROOK BANK LIMITED  ANNUAL REPORT & ACCOUNTS 2013

S T R A T E G I C  R E P O R T  ( C O N T I N U E D )



 

 
 

 
 

  
 

  

Investment expenditure 
The Bank significantly increased investment expenditure during 2013 to support its strategic growth plan for the coming 
three years. The key areas were technology enablement and process automation, which will allow the business to 
continue to grow without driving a significant increase in the cost base. 

 
In October 2013 we launched our new online banking platform in Savings, which greatly enhanced our customer 
proposition and introduced significant operational efficiencies across account opening and fulfilment.  

 
2013 also saw the implementation of our new Data Warehouse Platform and the migration of all our lending 
businesses onto a single database. This provided a major step forward in our ability to generate and analyse 
management information. 

 
A further key development was the launch of our eSignature application, which allows new loan documentation to be 
electronically verified and signed without the need for physical copies or follow-up communications. This is an example 
where mobile technologies can greatly reduce the time and effort required to complete the loan sales process and 
enhance compliance throughout the sales process. 
 
Asset quality 
The Bank’s impairment charge increased year on year by £0.9m to £3.5m (2012: £2.7m).  The increase in the charge 
has arisen due to the growth in the business with loan assets and operating leases increasing by £655.5m to 
£1,398.7m (2012: £743.2m).   

The collective provision and individual provision coverage ratios have been stable throughout 2012 and 2013 at 0.13% 
(2012: 0.14%) and 0.39% (2012: 0.40%) respectively which reflect a strong performance in the management of 
portfolios which have seen significant growth over the two year period from £111.4m at the end of 2011 to £1,346.9m 
at the end of 2013.  

The impairment charge is broken down as follows:  

 Group 

2013 

£’000 

Group 

2012 

£’000 

Secured lending  799   793  

Consumer lending  1,286   168  

Commercial lending  279   313  

Asset finance  1,158   1,504  

Other  -  (118) 

Impairment losses on loans and advances to customers  3,522   2,660  

 

  

PAGE 7

SHAWBROOK BANK LIMITED  ANNUAL REPORT & ACCOUNTS 2013

S T R A T E G I C  R E P O R T  ( C O N T I N U E D )



 

 
 

 

  
 

 

Capital position 
The capital requirements of the Bank are monitored on a monthly basis and the results of this monitoring are reported 
to the Asset and Liability Committee (“ALCO”) and the Board. Capital is ultimately held for the protection of retail 
depositors.  The internal level of capital is set with the aim of ensuring that the business has sufficient levels of capital 
for current and projected future activities, to withstand downturn stresses, and to ensure that the minimum regulatory 
requirement is always met.  The following table shows the composition of the Bank’s capital at 31 December 2013 and 
2012: 

 Bank 

2013 

£m 

Bank 

2012 

£m 

Share capital  129.0   112.0  

Retained earnings (17.6)  (31.4) 

Intangible assets  (1.1)  -  

Tier 1 capital   110.3   80.6  

Subordinated debt  27.6   -  

Collective impairment allowance  1.4   0.7  

Regulatory capital  139.3   81.3  

   

Risk weighted assets 822.0 479.0 

Regulatory capital : risk weighted assets 16.9% 17.0% 

 

During 2013, the Bank received equity capital injections of £17m from its parent, Laidlaw Acquisitions Limited. 

On 31 October 2013, the Bank entered into a 10 year subordinated facility agreement for £27.2m with Drake 
Recoveries S.À.R.L., an investment vehicle of Carval Investors LLC. The terms of the agreement allow for interest to 
be capitalised and both interest and capital to be repaid in full at the end of the facility.  

The regulatory capital position of the Bank is shown on page 61. 
The Board has set out plans covering the next 3 years and the shareholder is supportive of these and the additional 
capital requirement that has been identified. Throughout the year the Group and Company have complied with 
Individual Capital Guidance (“ICG”) requirements. The Group had £142.5m of Regulatory Capital at 31 December 2013 
(2012: £84.7m).  
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Funding and liquidity 
Shawbrook adopts a conservative approach to asset and liability management. The Bank aims to manage its liability 
structure to ensure that it has a prudent level of maturity transformation while maintaining an appropriate level of 
liquidity.   

To date, Shawbrook’s funding has been focused on the notice and term deposit market. The Bank continues to 
optimise its cost of funds and sources of liquidity through retention programmes, access to the Funding for Lending 
Scheme (“FLS”) and other wholesale funding sources; to the extent they provide more attractive alternatives and 
diversity. An analysis of the Bank’s liquidity position is shown below: 

  

 Group 

2013 

Group 

2012 

Liquidity balances – £m 230.3 262.0 

Liquidity balances : Deposits 16% 28% 

Liquidity buffer eligible assets - £m 206.6 145.0 

Liquidity buffer eligible assets : Liquidity balances 90% 55% 

Loan : Deposit Ratio* 96% 81% 

* Loans include operating lease assets. 

 

As part of the Bank’s liquidity management strategy the Bank invests in money market securities. Shawbrook Bank 
invests in these securities according to the Board approved investment policy that ensures these funds are invested in 
a prudent and diversified manner.  Funds can only be invested with a counterparty that has at least long-term A3 
Moody’s credit rating, or equivalent, or systemically critical clearing banks.  

Treasury assets are valued using quoted market prices. Within the treasury investment portfolio the Bank has no 
exposure to the Eurozone. 

The Bank regularly conducts an Individual Liquidity Adequacy Assessment (“ILAA”) in accordance with the PRA’s 
liquidity guidelines and the Board remains satisfied that the Group has sufficient liquid assets at its disposal, even 
under stressed scenarios, to meet its obligations as they fall due. 
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Principal risks and uncertainties 
The Board regards the identification, monitoring and management of risk as a fundamental part of its role and as such 
it is actively involved in the development of risk management frameworks and policies. The main risks that the 
business is exposed to are as follows: 

• Credit risk is the risk that a borrower or counterparty fails to pay the interest or to repay the capital on a loan or 
any other financial instrument. The Group has a comprehensive and robust risk management framework to 
monitor, control, mitigate and manage credit risk throughout the Group. The Group Credit and Pricing 
Committee (“GCPC”) provides oversight to the effectiveness of all credit risk management. 

• Market risk is the risk that the value of, or net income arising from, the Group’s assets and liabilities change as 
a result of changes to interest rates. This is reviewed on a regular basis through the Asset and Liability 
Committee (“ALCO”). The Group’s forecasts and plans take account of the risk of interest rate changes and 
stresses these forecasts in line with PRA guidance and when required the Group will manage the risk through 
the use of appropriate financial instruments.  

• Liquidity risk is the risk that the Group is unable to meet its obligations. The Group’s Treasury function is 
responsible for day to day management of the Group’s liquidity position and is responsible for ensuring that 
there are no breaches of pre-determined limits set by the Board. In addition, liquidity balances are stress tested 
on a weekly basis to ensure that the Group maintains adequate liquidity even under stressed conditions.  

• Operational risk is the risk of loss arising from inadequate controls or processes, people and systems. This is 
managed through the Operational Risk Review Committee and the Internal Audit process. 

• Regulatory risk is the risk that the Bank will have insufficient capital resources to support the business or does 
not comply with regulatory requirements in the way it conducts its business or treats its customers. The Group 
conducts an Internal Capital Adequacy Process (“ICAAP”) at least annually, which is central to the capital 
management framework, and keeps the Board informed of the on-going assessment and quantification of the 
Groups’ risks, how the Group mitigates these risks and the capital adequacy of the Group. In addition, the 
Group includes a Capital Planning Buffer (“CPB”) to mitigate the risks of exposures under appropriate stress 
scenarios as set out within its ICAAP.  

• Conduct risk is the risk that the firms behaviours (culture, governance, systems and controls) result in poor 
customer outcomes, exposing the firm to customer redress costs and the potential for regulatory action.  The 
conduct regulatory environment changed significantly during 2013 with the transition to the FCA.  Conduct risk 
has become the subject of increased scrutiny with the expectation that firms demonstrate that their conduct 
and culture result in appropriate and fair outcomes for their customers. Conduct risk is a priority for the Group 
and the Group is developing a robust framework to control and monitor this risk. 

• Residual value risk is the risk of loss arising from management estimates of the residual value of any particular 
asset being incorrect. This risk applies solely to the Healthcare business. 

 
A more detailed description of the credit, market and liquidity risk is set out on pages 53 to 61 of these financial 
statements. 

 
Acquisition of the Singers Group 
On 22 March 2012, Shawbrook acquired 100% of the share capital of Singers Asset Finance Holdings Limited 
(“SAFH”) which together with its subsidiaries comprise the Singers Group (“Singers”). Singers was an Asset Finance 
business that lent to UK businesses and the NHS through leasing and hire purchase products. On March 2013, the 
business was rebranded as Shawbrook Asset Finance.  

 
The Strategic Report was approved by the Board of Directors on 15th April 2014 and was signed on its behalf by: 
 
 
 
Thomas Wood 
Chief Financial Officer  
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The Directors present their annual report and accounts for the year ended 31 December 2013. 

Principal activities 
The Company (the “Bank”) is a banking institution which is authorised and regulated by the FCA and PRA.  
Its principal activities are: 

• The taking of retail deposits; 
• The provision of secured and unsecured consumer loans; 
• The provision of secured commercial loans; 
• The provision of asset finance; and 
• The provision of wholesale finance. 

Results for the year 
The Group made a profit before tax for the year of £16.8m (2012: loss before tax of £7.1m) and a profit after tax of 
£13.5m (2012: loss after tax of £6.9m).   

The Company made a profit before tax for the year of £19.4m (2012: loss before tax of £25.8m after writing off the 
Bank’s £21.8m investment in subsidiaries) and a profit after tax of £13.8m (2012: loss after tax of £25.6m). The 2012 
results have been restated due to the change in accounting policy as explained on the following page.   

The Group and Company have benefited from the purchase of tax losses from Kaupthing Singer & Friedlander Limited, 
the previous parent of the Singers Group acquired in 2012. The net benefit of this transaction is £2.3m. 

The reconciliation of statutory results to underlying results is set out in the Strategic Report.  

Board composition 
The Directors who served during the year were: 
 

Sir George Mathewson  
Sir Brian Ivory  
Lindsey McMurray   
Robin Ashton  
Graham Alcock 
Roger Lovering  – appointed 25 January 2013  
Thomas Wood *   
Ian Henderson * – resigned 2 April 2014  
Nicholas Fielden *          – resigned 31 October 2013 
Richard Pyman* – appointed 2 April 2014 
 

 * Executive Director 
 

Employees 
The Bank is committed to being an equal opportunities employer and opposes all forms of discrimination. Applications 
from people with disabilities will be considered fairly and if existing employees become disabled, every effort is made to 
retain them within the workforce wherever reasonable and practicable. The Group also endeavours to provide equal 
opportunities in the training, promotion and general career development of disabled employees. 

The Bank regularly provides employees with information of concern to them, which incorporates the Bank’s current 
performance and its future aims and strategies. The Bank conducts an Annual Employee Survey and uses the results 
of this survey to improve performance in areas that are important to staff.  
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Political and charitable contributions 
The Group did not make any political or charitable donations or incur any political expenditure during the year. 

Directors and officers insurance 
The Group maintained and continues to maintain an insurance policy for the Directors and Officers against any 
liabilities incurred in the conduct of their duties. 

Change in accounting policy 
The Bank has decided to utilise the provisions of IFRIC 21 in respect of the Financial Services Compensation Scheme 
(“FSCS”) levy and therefore has changed the accounting policy in relation to these fees. The Bank makes an annual 
payment (levy) into the FSCS scheme and IFRIC 21 aligns the accounting recognition of the levy to the period in which 
the Bank becomes obligated to pay the FSCS costs. IAS 8 requires that a change in accounting policy is applied 
retrospectively and note 4 sets out the impact of IFRIC 21 on the prior year.  

Going concern 
In preparing the financial statements the Directors have satisfied themselves that it is reasonable for them to conclude 
it appropriate to adopt the going concern basis in accordance with the Financial Reporting Council’s guidance ‘Going 
Concern and Liquidity Risk: Guidance for Directors of UK Companies 2009’ and IAS 1 Presentation of Financial 
Statements. 

The Group meets its day to day liquidity requirements through management of its retail funding sources.  It is required 
to maintain a sufficient buffer over regulatory liquidity and capital requirements in order to continue to be authorised to 
carry on its business. 

The Group’s forecasts and projections show that the Group will be able to operate at adequate levels of both liquidity 
and capital for the foreseeable future. 

After making due enquiries the Directors are satisfied that the Group has adequate resources to continue its business 
for the foreseeable future and that, therefore, it is appropriate to adopt the going concern basis in preparing the 
financial statements. 

Disclosure of information to the auditor 
The Directors confirm that so far as each of the Directors are aware, there is no relevant audit information of which the 
auditor is unaware and the Directors have taken all the steps that they ought to have taken as directors in order to 
make themselves aware of any relevant audit information and to establish that the auditor is aware of that information.  

Auditor 
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG Audit Plc 
will therefore continue in office. 

 
By order of the board 

 

 

Thomas Wood 
Chief Financial Officer  
15th April 2014 
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The Directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial statements in 
accordance with applicable law and regulations. 

Company law requires the Directors to prepare Group and parent company financial statements for each financial year. 
Under that law they have elected to prepare the Group and parent company financial statements in accordance with 
IFRSs as adopted by the EU and applicable law. 

Under company law the Directors must not approve the financial statements unless they are satisfied that they give a 
true and fair view of the state of affairs of the Group and parent company and of the profit or loss for that period. In 
preparing each of the Group and parent company financial statements, the Directors are required to: 

• select suitable accounting policies and then apply them consistently; 

• make judgements and estimates that are reasonable and prudent; 

• state whether they have been prepared in accordance with IFRSs as adopted by the EU; and 

• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 
Group and parent company will continue in business.  

 

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the 
parent company's transactions and disclose with reasonable accuracy at any time the financial position of the parent 
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They have 
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Group and 
to prevent and detect fraud and other irregularities. 

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on 
the Group's website. Legislation in the UK governing the preparation and dissemination of financial statements may 
differ from legislation in other jurisdictions. 
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We have audited the financial statements of Shawbrook Bank Limited for the year ended 31 December 2013 set out on 
pages 15 to 65. The financial reporting framework that has been applied in their preparation is applicable law and 
International Financial Reporting Standards (IFRSs) as adopted by the EU and, as regards the parent company 
financial statements, as applied in accordance with the provisions of the Companies Act 2006. 

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the 
Companies Act 2006. Our audit work has been undertaken so that we might state to the company's members those 
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent permitted 
by law, we do not accept or assume responsibility to anyone other than the company and the company's members, as 
a body, for our audit work, for this report, or for the opinions we have formed. 

Respective responsibilities of Directors and auditor 

As explained more fully in the Directors’ Responsibilities Statement set out on page 13, the Directors are responsible 
for the preparation of the financial statements and for being satisfied that they give a true and fair view. Our 
responsibility is to audit, and express an opinion on, the financial statements in accordance with applicable law and 
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices 
Board's Ethical Standards for Auditors. 

Scope of the audit of the financial statements 

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council’s website 
at www.frc.org.uk/auditscopeukprivate.  

Opinion on financial statements 

In our opinion: 

• the financial statements give a true and fair view of the state of the Group's and of the parent company’s affairs 
as at 31 December 2013 and of the Group’s profit for the year then ended; 

• the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the EU;  

• the parent company financial statements have been properly prepared in accordance with IFRSs as adopted 
by the EU and as applied in accordance with the provisions of the Companies Act 2006; and 

• the financial statements have been prepared in accordance with the requirements of the Companies Act 2006. 
Opinion on other matter prescribed by the Companies Act 2006 

In our opinion the information given in the Strategic Report and the Directors Report for the financial year for which the 
financial statements are prepared is consistent with the financial statements.  

Matters on which we are required to report by exception 

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to 
you if, in our opinion: 

• adequate accounting records have not been kept by the parent company, or returns adequate for our audit 
have not been received from branches not visited by us; or 

• the parent company financial statements are not in agreement with the accounting records and returns; or 

• certain disclosures of Directors remuneration specified by law are not made; or 

• we have not received all the information and explanations we require for our audit. 
  

 
Simon Clark (Senior Statutory Auditor) 
for and on behalf of KPMG Audit Plc, Statutory Auditor 
Chartered Accountants 
15 Canada Square, London, E14 5GL  
 
15th April 2014 
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Note 

  
2013 
£000 

 Restated 
2012 
£000 

 

Interest income and similar income 

 

5 

  

 93,284  

  

 48,411  

Interest expense and similar charged 6  (38,337)  (27,367) 

Net interest income    54,947    21,044  

      

Operating lease rentals    17,165    15,053  

Other income    1,087    283  

Depreciation on operating leases 19  (13,813)  (12,073) 

Net income from operating leases    4,439    3,263  

      

Fees and commission income 7   759    508  

Fees and commission expense 8  (15)  (151) 

Net fee and commission income    744    357  

      

Net operating income    60,130    24,664  

 

Acquisition costs 

   -    

(2,147) 

Administrative expenses 9  (39,130)  (26,901) 

Impairment losses on loans and advances to customers 16  (3,522)  (2,660) 

Provisions for liabilities and charges 4, 25  (690)  (88) 

Profit / (Loss) before taxation 

 

   16,788   (7,132) 

Income tax (charge) / credit 13  (3,308)   263  

Profit / (Loss) for the year, attributable to owners    13,480   (6,869) 

      

 
The notes on pages 21 to 65 are an integral part of these financial statements. 

Restated – see note 4 
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Note 

  
2013 
£000 

 Restated 
2012 
£000 

 

Profit / (Loss) for the year, attributable to owners 

   

13,480  

  

(6,869) 

      

Other comprehensive income      

Effective portion of changes in fair value of cash flow hedges    -    (5) 

Net change in fair value of investment securities – available for sale   58   600 

Tax on other comprehensive income 13  (27)  (146) 

Total other comprehensive income for the year net of taxation   31   449 

Total comprehensive income for the year, attributable to owners   13,511   (6,420) 

 

The notes on pages 21 to 65 are an integral part of these financial statements. 

Restated – see note 4. 
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Note 

 
Group 

2013 
£000 

 
Company 

2013 
£000 

 Restated 
Group 

2012 
£000 

Restated 
Company 

2012 
£000 

Assets       

Cash and balances at central banks   206,600   206,600    229   229  
Loans and advances to banks 14  23,691   23,691    117,114   116,962  
Loans and advances to customers 15  1,346,928   1,346,807    683,566   684,236  
Investment securities – available for sale 17    -   -    144,868   144,868  
Property, plant and equipment 19  53,826   52,904    61,108   59,797  
Intangible assets 20  15,914   1,065    15,041   -   
Deferred tax asset 21  8,591   8,799    11,229   11,437  
Other assets 22  6,051   8,603    10,850   10,859  
Total assets   1,661,601   1,648,469    1,044,005   1,028,388  
       

Liabilities       
Customer deposits 23  1,462,976   1,462,976    923,680   923,680  
Due to banks 24  24,596   24,596    -   -  
Provisions for liabilities and charges 4, 25  371   371    77   77  
Other liabilities 26  16,381   21,352    21,102   23,910  
Subordinated debt 28  27,620   27,620    -   -  
Total liabilities   1,531,944   1,536,915    944,859   947,667  
       

Equity       
Share capital 29  128,990   128,990    111,990   111,990  
Available for sale reserve 30  -   -   (31) (31) 
Capital contribution reserve 30  200   200    200   200  
Retained earnings 30  467  (17,636)  (13,013) (31,438) 
Total equity   129,657   111,554    99,146   80,721  
       
Total equity and liabilities   1,661,601   1,648,469    1,044,005   1,028,388  
  

The notes on pages 21 to 65 are an integral part of these financial statements. 

Restated – see note 4. 
 
These financial statements were approved by the Board of Directors on 15th April 2014 and were signed on its behalf 
by: 

 
Sir George Mathewson        Thomas Wood  

Chairman          Director    

Company number 388466
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Share 
Capital 

£000 

Available 
for Sale 
Reserve 

£000 

Cash Flow 
Hedging 

£000 

Capital 
Contribution 

Reserve  
£000 

Retained 
Earnings 

£000 

Total 
Equity 

£000 

       

Balance at 1 January as previously reported 36,990 (484) 4 - (6,199) 30,311 

Effect of change in accounting policy - - - - 55 55 
Balance as at 1 January 2012 as restated 36,990 (484) 4 - (6,144) 30,366  
       
Total comprehensive income for the year:       
Loss for the year - - - - (6,869) (6,869) 
Other comprehensive income:       
Cash flow hedge - - (5) - - (5) 
Fair value reserve (available for sale financial 
assets) 

- 600 - - - 600 

Tax on other comprehensive income - (147) 1 - - (146) 
Total comprehensive income for the year - 453 (4) - (6,869) (6,420) 
       
Capital contribution - - - 200 - 200 
Transactions with owners recorded directly 
in equity: 

      

Contributions by and distributions to owners:       
Issue of shares 75,000 - - - - 75,000 
Total contributions by and distributions to 
owners 

75,000 - - - - 75,000 

       
Balance at 31 December 2012 111,990 (31) - 200 (13,013) 99,146  
       
Balance at 1 January 2013 111,990 (31) - 200 (13,013)  99,146  
       
Total comprehensive income for the year:       
Profit for the year -  -    -    -    13,480   13,480  
Other comprehensive income:       
Fair value reserve (available for sale financial 
assets) 

-  58   -    -    -    58  

Tax on comprehensive income - (27)  -    -    -   (27) 
Total comprehensive income for the year -  31   -    -    13,480   13,511  
       
Transactions with owners recorded directly 
in equity: 

      

Contributions by and distributions to owners:       
Issue of shares 17,000  -    -    -    -    17,000  
Total contributions by and distributions to 
owners 

17,000  -    -    -    -    17,000  

Balance at 31 December 2013 128,990  -    -    200   467  129,657  
  

The notes on pages 21 to 65 are an integral part of these financial statements. 

Restated – see note 4.
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Share 
Capital 

£000 

Available 
for Sale 
Reserve 

£000 

Cash Flow 
Hedging 

£000 

Capital 
Contribution 

Reserve  
£000 

Retained 
Earnings 

£000 

Total 
Equity 

£000 

       

Balance at 1 January as previously reported 36,990 (484) 4 - (5,712) 30,798 

Effect of change in accounting policy - - - - 55 55 
Balance as at 1 January 2012 as restated 36,990 (484) 4 - (5,657)  30,853  
       
Total comprehensive income for the year:       
Loss for the year - - - - (25,781) (25,781) 
Other comprehensive income:       
Cash flow hedge - - (5) - - (5) 
Fair value reserve (available for sale financial 
assets) 

- 600 - - - 600 

Tax on other comprehensive income - (147) 1 - - (146) 
Total comprehensive income for the year - 453 (4) - (25,781) (25,332) 
       
Capital contribution - - - 200 - 200 
Transactions with owners recorded directly 
in equity: 

      

Contributions by and distributions to owners:       
Issue of shares 75,000 - - - - 75,000 
Total contributions by and distributions to 
owners 

75,000 - - - - 75,000 

       
Balance at 31 December 2012 111,990 (31) - 200 (31,438) 80,721  
       
Balance at 1 January 2013  111,990  (31)  -   200  (31,438)  80,721  
       
Total comprehensive income for the year:       
Profit for the year  -   -   -   -   13,802   13,802  
Other comprehensive income:       
Fair value reserve (available for sale financial 
assets) 

 -   58   -   -   -   58  

Tax on comprehensive income  -  (27)  -   -   -  (27) 
Total comprehensive income for the year  -   31   -   -   13,802   13,833  
       
Transactions with owners recorded directly 
in equity: 

      

Contributions by and distributions to owners:       
Issue of shares  17,000   -   -   -   -   17,000  
Total contributions by and distributions to 
owners 

 17,000   -   -   -   -   17,000  

Balance at 31 December 2013 128,990   -   -  200  (17,636) 111,554  

 
The notes on pages 21 to 65 are an integral part of these financial statements. 

Restated – see note 4. 
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Note 

 

Group 
2013 
£000 

 

Company
2013 
£000  

Restated 
Group 

2012 
£000 

Restated
Company

2012 
£000 

Cash flows from operating activities:       

Profit / (Loss) for the year before taxation   16,788   19,367   (7,132) (25,758) 

       

Adjustments for non-cash items 31  17,668   13,980    15,966   35,268  

Cash flows from operating activities before changes in operating 

assets and liabilities 

  34,456   33,347    8,834   9,510  

Increase/decrease in operating assets and liabilities:       

Decrease/(increase) in investment securities – available for sale   81,972   81,972   (63,476) (63,448) 

Decrease in derivative financial instruments   -    -     6   6  

Increase in loans and advances to customers  (665,589) (664,492)  (312,249) (310,759) 

Decrease/(increase) in other assets   6,890   4,351   (3,674) (2,536) 

Increase in customer deposits   539,296   539,296    743,261   743,261  

Increase in provisions for liabilities and charges   294   294    63   63  

(Decrease)/increase in other liabilities  (4,656) (2,536)   3,399   4,441  

  (41,793) (41,115)   367,330   371,028  

Purchase of Group tax losses  (590)  -     -    -   

Tax paid  (2,236) (2,243)   -   -  

Net cash flow generated from operating activities   (10,163) (10,011)   376,164   380,538  

       

Cash flows from investing activities       

Purchase of property, plant and equipment  (11,237) (11,237)  (12,457) (12,492) 

Sale of property, plant and equipment   3,838   3,838    3,716   3,786  

Purchase of intangible assets  (1,130) (1,130)   -    -   

Investment in subsidiaries net of cash and cash equivalents acquired   -   -   (12,652) (15,305) 

Net cash used by investing activities  (8,529) (8,529)  (21,393) (24,011) 

       

Cash flows from financing activities       

Due to banks   24,596   24,596    -    -   

Repayment of SAF third party funding   -   -   (325,138) (325,138) 

Issue of subordinated debt 28  27,117   27,117    -    -   

Proceeds from the issue of ordinary share capital   17,000   17,000    75,000   75,000  

Net cash generated from / (used by) financing activities   68,713   68,713   (250,138) (250,138) 

      -    -   

Net increase in cash and cash equivalents   50,021   50,173    104,633   106,389  

Cash and cash equivalents at 1 January   180,270   180,118    75,637   73,729  

Cash and cash equivalents at 31 December 31  230,291   230,291    180,270   180,118  

The notes on pages 21 to 65 are an integral part of these financial statements. 

Restated – see note 4.
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1. Basis of preparation 
Reporting entity 

Shawbrook Bank Limited (the “Bank”) is domiciled in the UK. The Bank’s registered office is at Lutea House, Warley 
Hill Business Park, Brentwood, Essex, CM13 3BE. The Consolidated Financial Statements of the Group as at and for 
the year ended 31 December 2013 comprise the Bank and its subsidiaries (together referred to as the Group and 
individually as Group entities). 

Basis of accounting 

The Group’s financial statements have been prepared in accordance with International Financial Reporting Standards 
(IFRS) as adopted by the EU. The financial statements are drawn up in accordance with the Companies Act 2006. No 
individual profit or loss account or related notes are presented for the Company as permitted by section 408 (4) of the 
Companies Act 2006. 

Functional and presentation currency 

The consolidated financial statements are presented in Pounds Sterling, which is the Bank’s functional currency. 

Change in accounting policy 

The Bank has decided to utilise the provisions of IFRIC 21 in accordance with the transitional provisions contained 
therein, in respect of the Financial Services Compensation Scheme (FSCS) levy. IFRIC21 seeks to align recognition of 
the levy to the period in which the Bank becomes obligated to pay the FSCS costs. IAS 8 requires that a change in 
accounting policy is applied retrospectively and note 4 sets out the impact of IFRIC 21 on the prior year.   

Reclassification 

There has been a reclassification in the presentation of provisions relating to Singers acquired assets which has 
impacted notes 15 and 16. The subsequent release of these provisions has also been reclassified from ‘impairment 
losses on financial assets’ to ‘interest income’ within the income statement. This has no impact on profit.  

Going concern 

The Group and Company financial statements, which should be read in conjunction with the Directors’ Report, have 
been prepared on a going concern basis in accordance with International Financial Reporting Standards (“IFRS”) as 
adopted by the EU and with those parts of the Companies Act 2006 applicable to companies reporting under IFRS.  No 
individual statement of comprehensive income is presented for the Company, as permitted by Section 408(4) of the 
Companies Act 2006. 

The Directors have reviewed the strategic plan which shows the financial position, cash flow, liquidity and capital 
forecasts for the Group.  The Directors are confident that they show that the Group will have sufficient resources to 
meet its liabilities as they fall due.  Accordingly the Directors believe that it remains appropriate to prepare the financial 
statements on a going concern basis. 

 

2. Critical accounting estimates and judgements 
The preparation of financial statements in conformity with IFRS requires Management to make judgements, estimates 
and assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities at 
the date of the financial statements and the reported amounts of income and expenses during the reporting period.  
Although these estimates are based on Management’s best knowledge of the amount, actual results may differ 
ultimately from those estimates. 

The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are 
significant to the financial statements are disclosed below. 
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Critical accounting estimates and judgements (continued) 
a. Effective interest rate 

IAS 39 requires interest earned from loans and advances to be measured under the effective interest method.  
Management must therefore use judgement to estimate the expected life of each instrument and hence the expected 
cash flows relating to it.  The accuracy of the effective interest rate would therefore be affected by unexpected market 
movements resulting in altered customer behaviour, inaccuracies in the models used to compare to actual outcomes 
and incorrect assumptions. 

The Group has determined seven loan profiles to model the expected experience across the consumer, commercial 
and secured portfolios. Management have reviewed these profiles on a quarterly basis and have recorded ‘catch-up 
adjustments’ as required in order to reflect the actual experience on the portfolios. 

Reducing the amortisation rate by 10% per calendar month would result in a net income statement charge of £79,000. 

b. Share based payments 

The fair value of shares in employee share scheme was determined using a valuation model. The significant inputs into 
this model were expected term, risk free interest rate, expected dividend yield and expected volatility. 

c. Impairment losses on loans and advances 

Individual impairment losses on loans and advances are calculated based on the individual valuations of the underlying 
asset.  Collective impairment losses on loans and advances are calculated by applying an annualised charge to an 
emergence period for all accounts not subject to an individual provision. 

These key assumptions are monitored regularly to ensure the impairment allowance is entirely reflective of the current 
portfolio. 

The accuracy of the impairment calculation would therefore be affected by unanticipated changes to the economic 
situation and assumptions which differ from actual outcomes. For loan and advances to the extent that: 

• There is an increase of one month in the emergence period across all portfolios, this would have the effect of 
increasing the provision by £391,000 

• There is an increase in the annual charge by 10 basis points, this would have the effect of increasing the 
provision by £477,000 

• There is an increase in the forced sale discount by 5%, this would have the effect of increasing the provision by 
£437,000 

• There is an increase in the propensity to default by 10%, this would have the effect of increasing the provision 
by £180,000 

d. Fair value of identifiable net assets of the Singers Group and Money2Improve 

Acquisitions have been accounted for in accordance with applicable accounting standards which require the 
recognition of the identifiable assets acquired and liabilities assumed at their acquisition date fair values. 

This exercise was inherently subjective and required management to make a number of assumptions and estimates. 
Fair values were established using discounted cash flow models. 

Since the acquisition dates, the effects of the fair value adjustments have started to unwind and be recognised in the 
Group’s income statement. The determination of the extent to which the adjustments unwind often require significant 
judgement. The unwind of the acquisition date fair values on customer lending and property, plant and equipment is 
based on the estimated average life of the underlying asset and the credit risk fair value is re-assessed on an on-going 
basis. 
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Critical accounting estimates and judgements (continued) 
e. Residual values 

Management use a combination of historic experience and future projections to estimate the appropriate residual value 
for particular vehicles or items of plant and equipment at least on a monthly basis. The nature of the equipment, its 
state of condition and obsolescence factors are key determinants in estimating residual values at any point in time. 
Management performs sensitivity analysis and compares a range of outcomes to include the possibility of extension or 
in the event of non-extension the possibility of sale or rehire as part of the assessment as to whether impairments are 
necessary. If future residual values materialise at 10% lower than predicted then this could have an impact on 
profitability of approximately £1.0m.  

f. Deferred tax asset recognition 

The deferred tax asset recognised at 31 December 2013 has been recognised on the basis that the Directors believe it  
is probable that sufficient future taxable profits will be generated against which it can be utilised. In arriving at this 
conclusion the Directors have estimated the future profit performance for the Group which is subject to a number of 
variables. If forecast profit reduces by 10% the Directors would still deem recognition of the deferred tax asset as 
appropriate. 

3. Accounting policies 
Basis of consolidation  

Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are included in the 
consolidated financial statements from the date that control commences until the date that control ceases. 

These financial statements consolidate the results of the subsidiary companies set out in note 36.  

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, 
are eliminated in preparing the consolidated financial statements. 

 

Accounting developments 

A number of International Accounting Standards Board (IASB) pronouncements have been issued but are not effective 
for this financial year. The standards considered most relevant to the Bank are as follows: 

• IFRS 9 ‘Financial Instruments’  

No effective date currently. 
The standard replaces parts of IAS 39. Phase one of this process specifically requires financial assets to be 
classified at amortised cost or at fair value. Consequently, the available-for-sale category currently used will 
become void. Further development phases for IFRS 9 are scheduled to cover key areas such as impairment and 
hedge accounting.  Early adoption is permitted once endorsed by the EU. The impact of IFRS 9 is likely to be 
material to the Group once it becomes effective. 

• IFRS 10 ‘Consolidated Financial Statements’ 

Effective from 1 January 2014 and endorsed by the EU on 11 December 2012.  
IFRS 10 supersedes IAS 27 and incorporates the existing accounting and disclosure requirements of IAS 27 with 
some additional minor clarifications. It also provides a single model to be applied in the control analysis for all 
investees. This is unlikely to have a material impact on the Group. 

• IFRS 11 ‘Joint Arrangements’ 

Effective from 1 January 2014 and endorsed by the EU on 11 December 2012.  

This standard replaces the existing accounting for joint arrangements and makes limited amendments in relation to 
associates. This is unlikely to have a material impact on the Group. 

• IFRS 12 ‘Disclosure of Interests in Other entities’  

Effective from 1 January 2014 and endorsed by the EU on 11 December 2012.  
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Accounting policies (continued) 
This standard contains the disclosure requirements for entities that have interests in subsidiaries, joint 
arrangements, associates and/or unconsolidated structured entities. This is unlikely to have a material impact on 
the Group. 

• Amendments to IAS 32 ‘Offsetting Financial Assets and Liabilities’ 

Effective from 1 January 2014 and endorsed by the EU on 13 December 2012.  

This standard was amended to clarify the offsetting criteria, specifically when an entity currently has a legal right of 
set off; and when gross settlement is equivalent to net settlement. This is unlikely to have a material impact on the 
Group. 

 

Cash and cash equivalents 

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash and balances at central 
banks, loans and advances to banks and building societies and short-term highly liquid debt securities with less than 3 
months to maturity from the date of acquisition. Loans to banks and building societies comprise cash balances and call 
deposits.  

Financial assets and financial liabilities 

The Group classifies its financial assets in the following categories: at fair value through profit and loss, loans and 
receivables and available for sale financial assets. The Group’s financial liabilities are designated as other financial 
liabilities at amortised cost and at fair value through profit and loss. A financial asset is measured initially at fair value 
plus the transaction costs that are directly attributable to its acquisition. A financial liability is measured initially at fair 
value less the transaction costs that are directly attributable to its issue. 

The Group has not classified any assets or liabilities as held to maturity.   

Loans and advances 

Loans and advances are non-derivative financial assets with fixed or determinable payments that are not quoted in an 
active market. Loans and advances to banks and building societies are classified as loans and receivables. Loans and 
advances to customers include: 

• those classified as loans and advances; and 
• finance lease and instalment credit advances. 

Subsequent to initial recognition, loans and receivables are measured at amortised cost using the effective interest 
method, less any impairment losses.  

The net investment in finance leases and instalment credit agreements represents the future lease rentals and 
instalments receivable less profit and costs allocated to future periods. Income is recognised throughout the life of the 
agreement to provide a constant rate of return on the net investment in each lease or instalment credit agreement.  

Where an agreement is classified as an operating lease at inception, but is subsequently reclassified as a finance 
lease following a change to the agreement or an extension beyond the primary term, income continues to be 
recognised on a straight line basis; this income recognition policy has been selected to avoid undue acceleration of 
income recognition whenever rentals are received in advance over a relatively short extension period. 

Available for sale financial assets 

Available for sale financial assets are non-derivative financial assets that are designated available for sale and that are 
not classified in any of the previous categories of financial assets. Subsequent to initial recognition they are measured 
at fair value and changes therein, other than impairment losses, are recognised within other comprehensive income 
and presented within equity in the available for sale reserve. Interest income is recognised in the income statement 
over the life of the asset. On disposal, gains and losses accumulated in equity are reclassified to the income statement. 
Interest income is recognised in profit or loss using the effective interest method. 

Available for sale financial assets solely comprise UK Government debt securities.  
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Accounting policies (continued) 
Financial liabilities 

Customer deposits and amounts due to banks are non-derivative financial liabilities with fixed or determinable 
payments. Deposits and amounts due to banks are recognised initially at fair value and are subsequently measured at 
amortised cost using the effective interest method.  

Subordinated debt 

The subordinated debt is a non-derivative financial liability with fixed or determinable payments. The subordinated debt 
is recognised initially at fair value and subsequently measured at amortised cost. Interest costs arising are capitalised 
in accordance with agreed terms and incorporated into the total debt payable.  

Derecognition of financial assets and liabilities 

Derecognition is the point at which an asset or liability is removed from the balance sheet. The Bank’s Policy is to 
derecognise financial assets when the contractual rights to the cash flows from the financial asset have expired or 
where all the risks and rewards of ownership have been transferred.  

The Bank derecognises a financial liability when its contractual obligations are discharged, cancelled, or expired. 

If the terms of the financial asset are renegotiated or modified or an existing financial asset is replaced with a new one 
due to financial difficulties of the borrower, then an assessment is made of whether the financial asset should be 
derecognised.  If the cash flows from the original financial asset are substantially different, then the contractual rights to 
cash flows from the original financial asset are deemed to have expired.  In this case, the original financial asset is 
derecognised and the new financial asset is recognised at fair value. The impairment loss before an unexpected 
restructuring is measured as follows: 

• If the expected restructuring will not result in derecognition of the existing asset, then the estimated cash flows 
arising from the modified financial asset are included in the measurement of the existing asset based on their 
expected timing and amounts discounted at the original effective interest rate of the existing financial asset. 

• If the expected restructuring will result in derecognition of the existing asset, then the expected fair value of the 
new asset is treated as the final cash flow from the existing financial asset at the time of its derecognition.  This 
amount is discounted from the expected date of derecognition to the reporting date using the original effective 
interest rate of the existing financial asset. 

Impairment of financial assets 

Financial assets comprise loans and advances to customers and available for sale assets. On an on-going basis the 
Group assesses whether there is objective evidence that a financial asset or group of financial assets is impaired. A 
financial asset or a group of financial assets is impaired and impairment losses are incurred if, and only if, there is 
objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset 
(a “loss event”) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset 
or group of financial assets that can be reliably estimated.  

The criteria that the Group uses to determine that there is objective evidence of impairment loss include, but are not 
limited to, the following:    

• Delinquency in contractual payments of principal or interest, 
• Cash flow difficulties experience by the borrower, and 
• Initiation of bankruptcy proceedings. 

If there is objective evidence that an impairment loss on a financial asset has been incurred, the amount of the loss is 
measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows 
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced through 
the use of an allowance account and the amount of the loss is recognised in the income statement. If a loan has a 
variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate 
determined under the contract. 

When a financial asset is uncollectible it is written off against the related provision for impairment. Such financial assets  
are written off after all the necessary procedures have been completed and the amount of the loss has been 
determined. Subsequent recoveries of amounts previously written off decrease the amount of the provision for 
impairment in the income statement. 
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Accounting policies (continued) 
Financial assets that are not written down individually become part of a portfolio which will be collectively assessed for 
impairment. Assessment of a portfolio assumes that loans, leases and instalment credit receivables have similar credit 
risk characteristics. Objective evidence of impairment of a portfolio of receivables exists if objective data indicates a 
decrease in expected future cash flows from a portfolio of receivables and the decrease can be measured reliably but 
cannot be identified with the individual receivables in the portfolio in which case a collective provision is applied. 

The Group operates a forbearance policy in situations where it becomes aware that an individual customer is 
experiencing financial hardship. Repayment options are discussed with the customer as are appropriate to the 
customer’s specific situation. The Group seeks to ensure that any forbearance results in a fair customer’s outcome and 
will not repossess an asset unless all other reasonable attempts to resolve the position have failed. Forbearance 
accounts do not have a direct impact on provisions as the impairment policy is applied to the original contractual 
position. Further information is provided on page 53. 
 

Provisions  

Provisions are recognised for present obligations arising from past events where it is more likely than not that an 
outflow of resources will be required to settle the obligations and they can be reliably estimated. 

 

Assets acquired in exchange for loans 

Included within trade and other receivables are non-financial assets acquired in exchange for instalment credit, finance 
lease receivables and operating leases as part of an orderly realisation.  The asset acquired is recorded at the lower of 
its fair value (less costs to sell) and the carrying amount of the loan (net of impairment allowance) at the date of 
exchange.  No depreciation is charged in respect of assets held for sale.  Any subsequent write-down of the acquired 
asset to fair value less costs to sell is recognised in the Income Statement.  Any subsequent increase in the fair value 
less costs to sell, to the extent this does not exceed the cumulative write down, is also recognised in the Income 
Statement, together with any realised gains or losses on disposal. 

 

Property, plant and equipment 

Operating Leases 

Included within property, plant and equipment are assets leased to customers under operating leases in respect of 
medical equipment. The net book value of operating leases represents the original cost of the equipment less 
cumulative depreciation. Rentals are recognised on a straight line basis over the lease term. Depreciation is 
recognised on a straight line basis to a residual value over the life of the associated agreement. 

Further information on the reclassification from an operating lease to a finance lease is provided in note 15 under 
Loans and advances to customers. 

Depreciation 

Tangible fixed assets are stated at historical cost less accumulated depreciation. Historical cost includes expenditure 
that is directly attributable to the acquisition of the items.  

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each part of 
an item of plant and equipment as follows: 

• Office equipment       3 years / 5 years  
• Fixtures and fittings    5 years 
• Motor vehicles  4 years 
• Freehold property  50 years 
• Leasehold costs  life of the lease  
• Operating leases  life of the lease  

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.  
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Accounting policies (continued) 
Intangible assets 

Goodwill 

Goodwill has arisen on the acquisition of companies whose businesses have been integrated within the Group and 
reflects the difference between the consideration paid and the fair value of net assets acquired. Subsequent to initial 
recognition, goodwill is stated at cost less any accumulated impairment losses. Goodwill is not amortised but is tested 
annually for impairment by reviewing detailed cash flow projections from the Group’s latest approved forecast. 

An impairment loss is recognised if the carrying amount of an asset is greater than its recoverable amount. No 
impairment losses were recognised during 2013 (2012: £nil). 

Customer relationships 

Long-standing customer relationships are expected to enhance the Group’s future income. On acquisition of the 
Singers Group, the future income steam arising from the loyalty of long standing customer relationships has been 
assessed and recognised as an intangible asset. The cost is amortised over its estimated behavioural life. 

Computer software 

Expenditure on software development activities is capitalised if the product or process is technically and commercially 
feasible and the Bank intends, has the technical ability and sufficient resources to complete development, future 
economic benefits are probable and if the Bank can measure reliably the expenditure attributable to the intangible 
asset during its development. Development activities involve a plan or design for the production of new or substantially 
improved products or processes. The expenditure capitalised includes the cost of direct labour and software licence 
costs. Other development expenditure is recognised in the income statement as an expense is incurred.  Capitalised 
developments are stated at cost less accumulated amortisation and less accumulated impairment losses. 

Amortisation 

Intangible assets are amortised on a straight line basis through administrative expenses over the estimated useful life 
of the asset according to the following timescales: 

Customer relationships  Estimated behavioural life 
Computer software & licences 3 - 5 years 

Impairment of non-financial assets 

The carrying amount of the Group’s non-financial assets, other than deferred tax assets, are reviewed at each 
reporting date to determine whether there is any indication of impairment. If such indication exists, then the asset’s 
recoverable amount is estimated. Goodwill is tested annually for impairment. An impairment loss is recognised if the 
carrying amount of an asset exceeds its recoverable amount. 

Revenue  

Revenue represents income derived from loans and advances to customers, operating lease rentals together with fees 
and commissions receivable.   

Interest income and expense are recognised in the statement of comprehensive income for all instruments measured 
at amortised cost using the effective interest rate method. 

The effective interest method is a method of calculating the amortised cost of a financial asset or financial liability and 
of allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate that 
exactly discounts estimated future cash flows through the expected life of the financial instrument or, when appropriate,  
a shorter period to the net carrying amount of the financial asset or financial liability. When calculating the effective 
interest rate, the Group takes into account all contractual terms of the financial instrument, for example prepayment 
options, but does not consider future credit losses. The calculation includes all fees paid or received between parties to  
the contract that are an integral part of the effective interest rate, transaction costs and all other premiums or discounts.  

Income from finance lease and instalment credit agreements is recognised over the period of the leases so as to give a 
constant rate of return on the net investment in the leases.   

Fees and commissions which are not considered integral to the effective interest rate are recognised on an accruals 
basis when the service has been provided or received. 
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Accounting policies (continued) 
Revenue (continued) 

Other income represents net profits on disposal of operating leased assets. 

Operating lease payments 

Payments made under operating leases are recognised in the income statement on a straight line basis over the term 
of the lease. Lease incentives received are recognised in the income statement as an integral part of the total lease 
expense. 

Share based incentive schemes 

Where the Bank engages in share based payment transactions in respect of services received from certain of its 
employees, these are accounted for as equity settled share based payments in accordance with IFRS 2. The equity is 
in the B and C Ordinary Shares of the ultimate holding company, Laidlaw Acquisitions Limited. 

The acquisition date fair value of a share based payment transaction is recognised as an employee expense, with a 
corresponding increase in equity over the period that the employees become unconditionally entitled to the awards.  In 
the absence of market prices, the fair value of the equity at the date of the acquisition is estimated using an appropriate 
valuation technique. 

The amount recognised as an expense in the Income Statement is based on amortising the acquisition date fair value 
at a constant rate to the expected date when the fair value will be realised. 

Post – retirement obligations  

The Group does not operate a pension scheme. Pension contributions are paid to staff and Directors personal pension 
schemes. The costs of the Group’s contributions to defined contribution pension arrangements are recognised as an 
employee benefit expense when they are due. 

Taxation 

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the income statement 
except to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity. 

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates 
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous 
years. 

Deferred tax is provided in full using the liability method on temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of 
deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets 
and liabilities, using tax rates enacted or substantively enacted at the balance sheet date. 

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temp orary differences to the extent 
that it is probable that future taxable profits will be available against which they can be utilised. Deferred tax assets are 
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit 
will be realised.  
 
Funding for Lending Scheme (FLS) 
 
The Bank is a participant in the FLS which enables it to borrow highly liquid UK Treasury Bills in exchange for eligible 
collateral. The Treasury Bills issued are for an original maturity of nine months and if delivered back prior to their 
maturity date can be exchanged for further nine month Bills. Costs of borrowing are charged directly to the income 
statement. 
 
The Treasury Bills are not recorded on the Bank’s balance sheet as ownership remains with the Bank of England. The 
risk and rewards of the collateral provided remains with the Bank and continues to be recognised in the Bank’s 
Financial Statements.  
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4. Prior year adjustment 
As set out in the Accounting Policies, the Bank has decided to apply the provisions of IFRIC 21 which impacts the 
accounting period in which the levies paid into the Financial Services Compensation Scheme are recognised. It has no 
impact on the level of payments made into the FSCS. The impact of the change in accounting policy of IFRIC 21 on the 
financial statements is to increase the profit before tax in 2013 by £0.4m and to reduce the loss before tax in 2012 by 
£0.6m. The impact on the 2012 financial statements is set out below. 

 

Income statement and statement of comprehensive income 

 Previously 
Reported   

Group   
2012   
£000 

Prior Year 
Adjustment 

£000 

Restated 
Group   

2012   
£000 

    

Net operating income  24,664   -   24,664  

    

Acquisition costs (2,147)  -  (2,147) 

Administrative costs (26,901)  -  (26,901) 

Impairment losses on financial assets (2,660)  -  (2,660) 

Provisions for liabilities and charges (731)  643  (88) 

Loss before taxation (7,775)  643  (7,132) 

Income tax credit  412  (149)  263  

Loss for the year, attributable to owners (7,363)  494  (6,869) 

    

Total other comprehensive income for the year net of taxation 449   -  449  

Total comprehensive income for the year, attributable to owners (6,914) 494  (6,420) 
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Prior year adjustment (continued) 
Opening statement of financial position 

 

Previously 
Reported 

Group 
2011   
£000 

 

Previously 
Reported 
Company 

2011   
£000 

Prior Year 
Adjustment 

£000 

Restated 
Group 

2011   
£000 

Restated 
Company 

2011   
£000 

Assets      
Deferred tax asset  2,343   2,343   -   2,343   2,343  
Other assets   212,493   214,789   -   212,493   214,789  
Total assets  214,836   217,132   -    214,836   217,132  
      
Liabilities      
Derivative financial instruments  104   104   -   104   104  
Customer deposits  180,419   180,419   -   180,419   180,419  
Provisions for liabilities and charges  86   86  (72)  14   14  
Other liabilities  3,916   5,725   17   3,933   5,742  
Total liabilities  184,525   186,334  (55)  184,470   186,279  
      
Equity      
Share capital  36,990   36,990   -   36,990   36,990  
Cash flow hedging reserve  4   4   -   4   4  
Available for sale reserve (484) (484)  -  (484) (484) 
Retained earnings (6,199) (5,712)  55  (6,144) (5,657) 
Total equity  30,311   30,798   55   30,366   30,853  
      
Total equity and liabilities  214,836   217,132   -   214,836   217,132  
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Prior year adjustment (continued) 
Statement of financial position 

 

Previously 
Reported 

Group 2012   
£000 

Prior Year 
Adjustment 

£000 

Restated 
Group 2012   

£000 

 

Previously 
Reported 
Company 

2012   
£000 

Prior Year 
Adjustment 

£000 

 

Restated 
Company 

2012   
£000 

Assets       
Deferred tax asset  11,229   -   11,229   11,437   -   11,437  
Other assets   1,032,877  (101)  1,032,776   1,017,095  (144)  1,016,951  
Total assets  1,044,106  (101)  1,044,005   1,028,532  (144)  1,028,388  
       
Liabilities       
Customer deposits  923,680   -   923,680   923,680   -   923,680  
Provisions for liabilities and charges  792  (715)  77   792  (715)  77  
Other liabilities  21,037   65   21,102   23,888   22   23,910  
Total liabilities  945,509  (650)  944,859   948,360  (693)  947,667  
       

Equity       
Share capital  111,990   -   111,990   111,990   -   111,990  
Available for sale reserve (31)  -  (31) (31)  -  (31) 
Capital contribution reserve  200   -   200   200   -   200  
Retained earnings (13,562)  549  (13,013) (31,987)  549  (31,438) 
Total equity  98,597   549   99,146   80,172   549   80,721  
       
Total equity and liabilities  1,044,106  (101)  1,044,005   1,028,532  (144)  1,028,388  
 

Statement of changes in equity 

 

Previously 
Reported 

Group 
2012   
£000 

 

Previously 
Reported 
Company 

2012   
£000 

Prior Year 
Adjustment 

£000 

Restated 
Group 

2012   
£000 

Restated 
Company 

2012   
£000 

      
Balance at 1 January 2012 30,311 30,798  55   30,366   30,853  
      
Total comprehensive income for the year: (6,914) (25,826)  494  (6,420) (25,332) 
Capital contribution 200 200  -   200   200  
Issue of shares 75,000 75,000  -   75,000   75,000  

Balance at 31 December 2012 98,597 80,172  549   99,146   80,721  
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Prior year adjustment (continued) 

Cash flow statement 

 Previously 
Reported 

Group 
2012   
£000 

 

Previously 
Reported 
Company 

2012   
£000 

Prior Year 
Adjustment 

£000 

Restated 
Group 

2012   
£000 

Restated 
Company 

2012   
£000 

      
Cash flows arising from operating activities:      
Loss for the year before taxation (7,775) (26,401)  643  (7,132) (25,758) 
Adjustments for non-cash items included in loss before 
taxation 

  
 15,966  

 
 35,268  

 
 -  

 
 15,966  

 
 35,268  

Cash flows arising from operating activities before 
changes in operating assets and liabilities 

  
 8,191  

 
 8,867  

 
 643  

 
 8,834  

 
 9,510  

      

Increase in operating assets and liabilities:      

Increase in provisions for liabilities and charges  706   706  (643)  63   63  
Increase in other assets and liabilities  367,267   370,965   -    367,267   370,965  
Net cash flow generated from operating activities  376,164   380,538   -   376,164   380,538  
      
Net cash used by investing activities (21,393) (24,011)  -  (21,393) (24,011) 
Net cash used by financing activities (250,138) (250,138)  -  (250,138) (250,138) 
Net increase in cash and cash equivalents  104,633   106,389   -   104,633   106,389  
      
Cash and cash equivalents at 1 January  75,637   73,729   -   75,637   73,729  
      
Cash and cash equivalents at 31 December  180,270   180,118   -   180,270   180,118  

 

Provisions for liabilities and charges Previously 
Reported   

Group   
2012   
£000 

Prior Year 
Adjustment 

£000 

Restated 
Group   

2012   
£000 

    
At 1 January 86 (72) 14 
Provisions utilised (25) - (25) 
Provisions made during the year 731 (643) 88 
At 31 December 792 (715) 77 

 

  

PAGE 32

SHAWBROOK BANK LIMITED  ANNUAL REPORT & ACCOUNTS 2013



 

 
 

 
 

 

5. Interest receivable and similar income 

 
Group 

2013   
£000 

Reclassified 
Group   

2012   
£000 

   

Interest paid by customers  92,049   48,108  
Interest received and realised gains/(losses) on available for sale investment securities  27  (86) 
Interest on loans and advances to banks  1,208   389  
Interest receivable and similar income  93,284   48,411  
 
Reclassified – see note 1. 

6. Interest expense and similar charges 

 Group 
2013   
£000 

Group   
2012   
£000 

   
Interest paid to depositors 37,656 27,388 
Interest on amounts due to banks 178 - 
Interest on subordinated debt 503 - 
Other - (21) 
Interest expense and similar charges 38,337 27,367 

 

7. Fee and commission income 

 Group 
2013   
£000 

Group   
2012   
£000 

   
Fees from loans and advances to customers 446 237 
Credit facility related fees 298 180 
Commission earned from insurance 15 1 
Other fees and commission - 90 
Fee and commission income 759 508 

 
8. Fee and commission expense 

 Group 
2013   
£000 

Group   
2012   
£000 

   
Fees on loans and advances to customers 15 28 
Commission paid - 123 
Fee and commission expense 15 151 
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9. Administrative expenses 

 

Note 

 Group 
2013   
£000 

Group   
2012   
£000 

     
Staff costs  11   23,773   15,749  
Profit on disposal of fixed assets   (14) (316) 
Depreciation (excluding operating lease assets) 19   674   441  
Amortisation of intangible assets 20   257   908  
Operating lease rentals – land and buildings    621   723  
Other administrative expenses    13,819   9,396  
Administrative expenses    39,130   26,901  

 
10. Auditors’ remuneration   

 Group 
2013   
£000 

 Group   
2012   
£000 

   
Audit of these financial statements 277 170 
Amounts receivable by the Company’s auditor and their associates in respect of:   
    Audit of financial statements of subsidiaries of the Company 20 70 
    Tax compliance services 43 56 
    Other tax advisory services 41 16 
    Audit related assurance services 15 - 
    All other assurances services 21 12 
    All other services 70 14 
 

11. Employees 
The average number of persons employed by the Group (including Directors) during the year was as follows: 

 Group 
2013   

No. 

Group   
2012   

No. 

   
Sales 173 113 
Administration 108 66 
 281 179 
The aggregate payroll costs of these persons were as follows: 
 Group 

2013   
£000 

Group   
2012   
£000 

   
Wages and salaries 20,840  14,010 
Social security costs 2,095  1,173 
Pension costs 838  566 
 23,773  15,749 
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Employees (continued) 
Share-based payment transactions 

On 31 January 2011 the Incentive Share scheme was introduced for directors and senior employees.  All shares were 
issued at a price of £1 per share, as were any share buy backs.  Holders are entitled to receive a return on the shares 
acquired in the event of a prescribed exit event of the A shareholders.  The Incentive Share scheme is governed by the 
Articles of Association and is deemed by management to be an equity settled scheme and has been accounted for as 
such in the financial statements of both the Bank and Laidlaw Acquisitions Limited, the ultimate parent company. 
Participants have to remain in employment or be deemed as a good leaver to continue to qualify for the scheme. 
 
Details of shares issued are shown in the table below: 
 2013   

No. of 
shares 

2012   
No. of 

shares 

   
At 1 January 69,997 75,000 
Granted 37,300 8,997 
Forfeited (12,667) (14,000) 
At 31 December 94,630 69,997 
 
The fair values of the management shares at the date of grant were valued using the Black-Scholes valuation model.  
The assumptions used are as follows: 
  2013       2012   

Expected volatility 20.0% to 22.5% 35% 
Risk free rate 0.4% to 0.5% 1.68%  
Dividend yield 0% 0% 
Expected life 2-4 years 4 years 
 
Although the Black-Scholes equation assumes predictable constant volatility, this is not observed in real markets.  In 
order to estimate the annualised volatility we have assessed the past standard deviation of the stock price of 
comparable quoted banks over various time frames. 
 
The fair value of the shares issued is: 
  2013   

£000   
    2012  

£000   

At 1 January 193 295 
Granted in year 166 98 
Forfeited  in year (224) - 
Amortised in year - (200) 
At 31 December 135 193 
 
The share based payment transactions gave rise to a £nil charge in 2013 (2012: £200’000).  
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12. Directors remuneration 

 Group 
2013   
£000 

Group   
2012   
£000 

   
Directors emoluments  1,451  746 
Compensation for loss of office  -   45 
Amounts paid to third parties for non-executive Directors services  30  30 
Contributions to money purchase pension plans  21  12 
  1,502  833 

 

Highest paid Director Group 
2013   
£000 

Group   
2012   
£000 

   
Directors emoluments  528  213 
 

Retirement benefits are accruing to the following number of Directors under:  

 Group 
2013   

No. 

Group   
2012   

No. 

   
Money purchase schemes 1 2 

 
13. Taxation 

Recognised in the Income Statement 

 
Group 

2013   
£000 

Restated 
Group   

2012   
£000 

   
Current tax:   
Current year  1,779  152 
Adjustment in respect of prior years (1,109) 32 
Total current tax  670  184 
   
Deferred tax:   
Origination and reversal of temporary difference  2,318  (1,341) 
Adjustment in respect of prior years (1,040) 147 
Reduction in tax rate  1,360  747 

Total deferred tax  2,638  (447) 
   
Total tax charge / (credit)  3,308  (263) 
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Taxation (continued) 

Recognised in Other Comprehensive Income 

 Group 
2013   
£000 

 Group   
2012   
£000 

   
Effective portion of changes in fair value of cash flow hedges - 1 
Change in fair value of assets classified as available for sale (27) (147) 
Tax on comprehensive income (27) (146) 

Tax reconciliation 

 
Group 

2013   
£000 

Restated 
Group   

2012   
£000 

   
Profit / (Loss) for the year  16,788  (7,132) 
   
Implied tax charge thereon at 23.25% (2012: 24.5%) (3,903)  1,747  
Adjustments:   
Prior year adjustment  2,149  (179) 
Permanent differences arising from change in tax rate on deferred tax balances (1,360) (747) 
Disallowable expenses and other permanent difference (194) (558) 
Total tax (3,308)  263  

The prior year adjustment of £2.15m primarily represents the purchase of tax losses from Kaupthing Singer & 
Friedlander Limited.  

 

14. Loans and advances to banks   

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Placements with other banks included in cash and cash equivalents 23,691 23,691 117,114 116,962 

     
The table below presents an analysis of Loans and Advances to Banks by rating agency designation as at 31 
December, based on Moody’s long term ratings.  

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
A2 107 107 78,922 78,939 
A3 23,519 23,519 33,181 33,063 
Aa3 65 65 5,011 4,960 
 23,691 23,691 117,114 116,962 
The Bank only lends to UK high street banks. Deposits are placed either overnight or for a short term with a duration of 
less than three months.  
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15. Loans and advances to customers 
The figures within this disclosure have been reclassified – see note 1. 
 
Loans and advances to customers are summarised as follows: 

 
Group 

2013   
£000 

Company   
2013   
£000 

Reclassified 
Group 
 2012   
£000 

Reclassified 
Company   

2012   
£000 

     
Loan receivables 981,202  981,235  394,750  394,817  
Finance lease receivables 105,606  105,397   91,018   90,970  
Instalment credit receivables 260,120  260,175   197,798   198,449  
Total loans and advances to customers 1,346,928  1,346,807   683,566   684,236  

Loan receivables 
 Group 

2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

 Company   
2012   
£000 

     
Gross loan receivables 984,963  984,963  396,197 396,197 
Less: allowances for impairment losses (3,761) (3,728) (1,447) (1,380) 
Net loan receivables 981,202  981,235  394,750 394,817 
 

At 31 December 2013 loans and advances to customers of £156.6 million were pre-positioned with the Bank of 
England and HM Treasury for use as collateral within the Funding for Lending Scheme. 

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Neither past due nor impaired 976,756  976,756  393,873 393,873 
     
Past due but not impaired     
Up to 30 days 467  467  808  808  
30-60 days 837  837  465  465  
60-90 days 490  490  370  370  
Over 90 days 846  846   -    -   
 2,640  2,640  1,643 1,643 
     
Impaired 5,567  5,567  681 681 
 984,963  984,963  396,197 396,197 
     
Less: allowances for impairment losses  (3,761) (3,728) (1,447) (1,380) 
     
Net loan receivables 981,202  981,235  394,750 394,817 
     
The interest income recognised on impaired loans during the year was £1.6m (2012: £0.1m). 
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Loans and advances to customers (continued) 

The Group enters into agreements with customers and where appropriate takes security. The security profile of the 
loan book is shown below: 

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Secured on property 834,940  834,940  364,833 364,833 
Unsecured 150,023  150,023  31,364 31,364 
 984,963  984,963  396,197 396,197 
 

The amount of collateral held at 31 December 2013 is £834.9m (2012: £364.8m) which is in the form of residential and 
commercial property.  

 
Finance lease receivables 

 
Group 

2013   
£000 

Company   
2013   
£000 

Reclassified 
Group 
 2012   
£000 

Reclassified 
Company   

2012   
£000 

     
Gross amounts receivable     
    within one year  52,406   52,406   44,136   44,136  
    in the second to fifth year inclusive  72,626   72,626   64,170   64,170  
    after five years  1,073   1,073   1,630   1,630  
  126,105   126,105   109,936   109,936  
Less: unearned finance income (19,830) (19,807) (18,497) (18,176) 
Less: allowances for impairment losses (669) (901) (421) (790) 
Net investment in finance leases  105,606   105,397   91,018   90,970  
     
Amounts falling due:     
    within one year  42,237   42,154   36,541   36,522  
    in the second to fifth year inclusive  62,712   62,586   53,127   53,099  
    after five years  657   657   1,350   1,349  
Net investment in finance leases  105,606   105,397   91,018   90,970  
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Loans and advances to customers (continued) 

 
Group 

2013   
£000 

Company   
2013   
£000 

Reclassified 
Group 
 2012   
£000 

Reclassified 
Company   

2012   
£000 

     
Neither past due nor impaired  103,090   103,113   85,750   86,071  
     
Past due but not impaired     
    Up to 30 days 751  751  4,335  4,335  
    30-60 days 16  16  79  79  
    60-90 days 311  311  12  12  
    Over 90 days 65  65  19  19  
  1,143   1,143   4,445   4,445  
     
Impaired  2,042   2,042   1,244   1,244  
  106,275   106,298   91,439   91,760  
Less: allowances for impairment losses  (669) (901) (421) (790) 
Finance lease receivables  105,606   105,397   91,018   90,970  

 
Instalment credit receivables 

 
Group 

2013   
£000 

Company   
2013   
£000 

Reclassified 
Group 
 2012   
£000 

Reclassified 
Company   

2012   
£000 

     
Gross amounts receivable     
    within one year  125,421   125,421   108,976   108,976  
    in the second to fifth year inclusive  170,420   170,420   116,755   116,755  
    after five years  1,401   1,401   881   881  
  297,242   297,242   226,612   226,612  
Less: unearned finance income (36,181) (36,103) (27,918) (26,755) 
Less: allowances for impairment losses (941) (964) (896) (1,408) 
Net investment in instalment credit  260,120   260,175   197,798   198,449  
     
Amounts falling due:     
    within one year  106,786   106,808  95,119 95,433 
    In the second to fifth year inclusive  152,080   152,113  101,910 102,244 
    after five years  1,254   1,254  769 772 
Net investment in instalment credit  260,120   260,175  197,798 198,449 
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Loans and advances to customers (continued) 

 
Group 

2013   
£000 

Company   
2013   
£000 

Reclassified 
Group 
 2012   
£000 

Reclassified 
Company   

2012   
£000 

     
Neither past due nor impaired  259,427   259,505   197,244   198,407  
     
Past due but not impaired     
    Up to 30 days 728  728  152  152  
    30-60 days 199  199  36  36  
    60-90 days 41  41  35  35  
    Over 90 days 1  1  79  79  
  969   969   302   302  
     
Impaired  665   665   1,148   1,148  
  261,061   261,139   198,694   199,857  
Less: allowances for impairment losses  (941) (964) (896) (1,408) 
Instalment credit receivables  260,120   260,175   197,798   198,449  

 
Cost of equipment acquired during the year Group 

2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Finance leases 64,968 64,968 50,684 50,684 
Instalment credit 307,311 307,311 117,932 117,932 
Total cost of equipment acquired during the year 372,279 372,279 168,616 168,616 

 
16. Impairment provisions on loans and advances to customers 
The movement in the allowances for losses in respect of loans, finance leases and instalment credit agreements during 
the year was as follows: 

 
Group 

2013   
£000 

Company   
2013   
£000 

Reclassified 
Group 
 2012   
£000 

Reclassified 
Company   

2012   
£000 

     
At 1 January  2,764   3,578   294   194  
Acquired in business combinations  -    -    -    2,486  
Charge for impairment losses  3,522   3,216   2,660   1,392  
Provisions utilised (915) (1,201) (190) (494) 
At 31 December  5,371   5,593   2,764   3,578  
     
Analysis of impairment type:     
Loan receivables  3,761   3,728   1,447   1,380  
Finance lease receivables  669   901   421   790  
Instalment credit receivables  941   964   896   1,408  
At 31 December  5,371   5,593   2,764   3,578  
Reclassified – see note 1 
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17. Investment securities – available for sale 

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
UK Government Treasury Bills - - 144,868 144,868 
Investment securities – available for sale - - 144,868 144,868 

 

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

 Company   
2012   
£000 

     
At 1 January 144,868 144,868 64,791 64,791 
Additions 98,489 98,489 991,639 991,639 
Disposals and maturities (243,415) (243,415) (912,162) (912,162) 
Net gains from changes in fair value recognised in other comprehensive 
income 58 58 600 600 
At 31 December - - 144,868 144,868 

 

18. Derivative financial instruments 
Derivatives are held for non-trading purposes. 
  Notional 

Amount   
£000 

Fair Value 
of assets 

£000 

Fair Value 
of liabilities 

£000 

    
Interest rate cap:    
At 31 December 2013 38,084 - - 
    
Interest rate cap:    
At 31 December 2012 108,372 - - 
    
 
 
An amortising cap was acquired in 2012 as part of the acquisition of the Singers group of companies. It has a strike 
price of 2.5%, and a notional principal as at 31 December 2013 of £38m reducing to £nil by December 2014. The fair 
value of the cap at 31 December 2013 is £nil.   
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19. Property, plant and equipment 
Group 
 

 
Freehold 
property 

£000 

Leasehold 
property 

£000 

Fixtures, 
fittings & 

equipment 
£000 

Motor 
vehicles 

£000 

Assets on 
operating 

leases 
£000 

Total   
£000 

       
Cost       
At 1 January 2012 - - 618 - - 618 
Acquired in business combinations 437 82 1,704 165 140,276 142,664 
Additions - - 599 - 11,858 12,457 
Disposals - - (6) (103) (8,114) (8,223) 
Transfer to finance leases - - - - (10,840) (10,840) 
At 31 December 2012 
 

437 82 2,915 62 133,180 136,676 

Additions - - 1,204 19 10,014 11,237 
Disposals - - (17) (62) (17,488) (17,567) 
Transfer to finance leases - - - - (8,090) (8,090) 
Balance at 31 December 2013 437 82 4,102 19 117,616 122,256 
       
Depreciation       
At 1 January 2012  -    -    161   -    -    161  
Acquired in business combinations  188   51   1,174   113   78,619   80,145  
Fair value adjustments in business 
combinations 

 -    -    -    -   (1,659) (1,659) 

Depreciation change for the year  7   9   418   7   12,073   12,514  
Disposals  -    -   (3) (60) (6,697) (6,760) 
Transfer to finance leases  -    -    -    -   (8,833) (8,833) 
At 31 December 2012 
 

 195   60   1,750   60   73,503   75,568  

Depreciation charge for the year  8   11   650   5   13,813   14,487  
Disposals  -    -   (14) (62) (14,754) (14,830) 
Transfer to finance leases  -    -    -    -   (6,795) (6,795) 
Balance at 31 December 2013  203   71   2,386   3   65,767   68,430  
       
Net book value       
At 31 December 2012  242   22   1,165   2   59,677   61,108  
           
At 31 December 2013  234   11   1,716   16   51,849   53,826  
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Property, plant and equipment (continued) 

Company 

 
Freehold 
property 

£000 

Leasehold 
property 

£000 

Fixtures, 
fittings & 

equipment 
£000 

Motor 
vehicles 

£000 

Assets on 
operating 

leases 
 £000 

Total   
£000 

       
Cost       
At 1 January 2012 - - 566 - - 566 
Transfer from subsidiaries 437 82 1,704 165 140,276 142,664 
Additions - - 634 - 11,858 12,492 
Disposals - - (6) (103) (8,114) (8,223) 
Transfer to finance leases - - - - (10,840) (10,840) 
At 31 December 2012 
 

437 82 2,898 62 133,180 136,659 

Additions - - 1,204 19 10,014 11,237 
Disposals - - - (62) (17,488) (17,550) 
Transfer to finance leases - - - - (8,090) (8,090) 
Balance at 31 December 2013 437 82 4,102 19 117,616 122,256 
       
Depreciation       
At 1 January 2012  -    -    146   -    -    146  
Transfer from subsidiaries  188   51   1,174   113   78,619   80,145  
Depreciation change for the year  7   9   418   7   11,723   12,164  
Disposals  -    -   (3) (60) (6,697) (6,760) 
Transfer to finance leases  -    -    -    -   (8,833) (8,833) 
Balance at 31 December 2012 
 

 195   60   1,735   60   74,812   76,862  

Depreciation charge for the year  8   11   651   5   13,426   14,101  
Disposals  -    -    -   (62) (14,754) (14,816) 
Transfer to finance leases  -    -    -    -   (6,795) (6,795) 
Balance at 31 December 2013  203   71   2,386   3   66,689   69,352  
       
Net book value       
At 31 December 2012  242   22   1,163   2   58,368   59,797  
           
At 31 December 2013  234   11   1,716   16   50,927   52,904  
 

 

  

PAGE 44

SHAWBROOK BANK LIMITED  ANNUAL REPORT & ACCOUNTS 2013



 

 
 

 
 

 

20. Intangible assets 
Group: 

 Customer 
relationships 

£000 
Goodwill 

£000 

Computer 
software 

£000 
Total   
£000 

     
At 1 January 2012 - 5,363 - 5,363 
Acquired in business combinations 1,100 9,486 - 10,586 
Amortised in the year (908) - - (908) 
At 31 December 2012 192 14,849 - 15,041 
     
At 1 January 2013 192 14,849 - 15,041 
Additions in the year - - 1,130 1,130 
Amortised in the year (192) - (65) (257) 
At 31 December 2013 - 14,849 1,065 15,914 
 

Goodwill arising on acquisitions is allocated to the following Cash Generating Units (“CGU”): Secured Lending (£5.4m), 
Asset Finance (£8.9m) and Consumer (£0.5m). This is attributable to the skills and technical talent of the workforce 
and enduring quality of the acquired broker relationships. No reasonably possible change in any key assumptions in 
the Group’s cashflow forecasts would result in impairment as each CGU has significant headroom. 

The customer relationships intangible recognises the benefit to the Group of enduring relationships with existing 
customers and their beneficial impact on future new business advances and income. It is amortised over the period 
over which revenue is earned from the existing and enduring customer relationships. 

 

Company: 

 Computer 
software 

£000 
Total   
£000 

   
At 1 January and 31 December 2012 - - 
   
At 1 January 2013 - - 
Additions in the year 1,130 1,130 
Amortised in the year (65) (65) 
At 31 December 2013 1,065 1,065 
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21. Deferred tax 
Deferred tax assets are attributable as follows: 

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Accelerated tax depreciation 8,380  8,380  9,016  9,016  
Tax value of losses carried forward  -    -   1,912  1,912  
Deferred tax on acquisition adjustments (208)  -   (208)  -   
Other 419  419  509  509  
Deferred tax asset 8,591  8,799  11,229  11,437  
     
At 1 January 11,229  11,437  2,343  2,343  
Transfer Available for Sale debtor brought forward  -    -   174  174  
Current period movement – recognised in income (2,318) (2,318) 1,341  1,075  
Current period movement – recognised in equity  -    -   (147) (147) 
Prior year adjustment 1,040  1,040  (147) (147) 
Effect of tax rate changes (1,360) (1,360) (747) (770) 
Deferred tax rate changes  -    -   (497)  -   
Acquired in business combinations  -    -   8,909  8,909  
At 31 December 8,591  8,799  11,229  11,437  

The Group had a deferred tax asset of £8.6m at 31 December 2013 (2012: £11.1m) resulting from decelerated capital 
allowances. The business reached breakeven in 2012 and has generated profits thereafter. The business plan projects 
profits in future years sufficient to recognise the £8.6m deferred tax asset. The tax assets will unwind over the 
remaining life of the underlying leased assets with which they are associated. 

Reductions in the UK corporation tax rate from 26% to 24% (effective from 1 April 2012) and to 23% (effective 1 April 
2013) were substantively enacted on 26 March 2012 and 3 July 2012 respectively. Further reductions to  21% (effective 
from 1 April 2014) and 20% (effective from 1 April 2015) were substantively enacted on 2 July 2013. This will reduce 
the Company's future current tax charge accordingly. The deferred tax asset at 31 December 2013 has been 
calculated based on the rates of 20% and 21% substantively enacted at the balance sheet date. 

 

22. Other assets  

 

Note 

Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

      
Other debtors   2,305   2,305   7,529   7,531  
Prepayments   1,655   1,655   3,233   3,116  
Corporation tax recoverable   2,091   2,095   -    -   
Amounts due from Group companies 34  -    2,548   88   212  
Other assets   6,051   8,603   10,850   10,859  
Other debtors include £0.7m of operating lease rentals in advance (2012: £5.5m). Corporation tax recoverable consists 
of a corporation tax receivable of £1.86m from HMRC in respect of prior years (which arises as a result of the group 
relief claims from KSF) and a debtor of £232,000 in respect of payments on account for 2013 in excess of the 
estimated liability for the period.  
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23. Customer deposits   

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Instant access 16,944  16,944  1,725 1,725 
Term deposits and notice accounts 1,446,032  1,446,032  921,955 921,955 
Total customer deposits 1,462,976  1,462,976  923,680 923,680 
 

24. Due to banks  

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Due to banks 24,596 24,596 - - 
Amounts due to banks represent monies arising from the sale and repurchase of drawings under the FLS and fall due 
for repayment in 2017. 

 

25. Provisions for liabilities and charges 

 
Group 

2013   
£000 

 
Company   

2013   
£000 

Restated 
Group 

2012   
£000 

Restated 
Company   

2012   
£000 

     
At 1 January 77 77 14 14 
Provisions utilised (396) (396) (25) (25) 
Provisions made during the year 690 690 88 88 
At 31 December 371 371 77 77 
Restated – see note 4 

Financial Services Compensation Scheme 

In common with all regulated UK deposit takers, the Group pays levies to the FSCS to enable the FSCS to meet claims 
against it. The FSCS levy consists of two parts: a management expenses levy and a compensation levy. The 
management expenses levy covers the costs of running the scheme and the compensation levy covers the amount of 
compensation the scheme pays, net of any recoveries it makes using the rights that have been assigned to it. The 
FSCS meets these current claims by way of loans received from HM Treasury. The terms of these loans were interest 
only for the first three years, and the FSCS seeks to recover the interest cost, together with on-going management 
expenses, by way of annual management levies on members over this period. 

The Group’s FSCS provision reflects market participation up to the reporting date. The above provision includes the 
estimated management expense levy for the scheme year 2013/14. This amount was calculated on the basis of the 
Group’s current share of protected deposits taking into account the regulator’s estimate of total management expense 
levies for the scheme year. The management expenses levy for scheme year 2012/13, which formed part of the 
provision at 31 December 2012, was calculated using the agreed funding rate of 12 month LIBOR + 30bps. Following 
the expiry of the initial three year fixed interest term, extensive negotiations between HMT and FSCS resulted in an 
agreed funding rate of 12 month LIBOR + 100bps which is the rate that will be charged for the HMT loans for the period 
from 1 April 2013, on which the management expenses levy for scheme year 2013/14 has been based.  
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Provisions for liabilities and charges (continued) 
In addition to the management levies, from the scheme year 2013/14, triggered by participation in the market at 1 April 
2013, the FSCS is to levy over three years the current estimated shortfall on capital loans outstanding of £802m. 
During the year to December 2013, the Group made its first payment in respect of the Capital Compensation Levy. No 
provision in respect of the Capital Compensation levy is included within the provision at 31 December 2013.  

 

26. Other liabilities   

 

Note 

Group  
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

      
Other creditors  8,781  8,781  16,104  16,165  
Corporation tax payable   -    -   65  22  
Accruals  7,439  7,439  4,933  4,706  
Amounts due to Group companies 34 161  5,132   -   3,017  
Other liabilities  16,381  21,352  21,102  23,910  
 

Other creditors includes £3.8m of tax deducted at source from customer deposit interest (2012: £4.4m) and £nil of 
operating lease rentals in advance (2012: £3.9m). 

 

27. Operating leases 
Non-cancellable operating lease rentals on land and buildings are payable as follows: 

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Less than 1 year 558 520 540 40 
Between 1 and 5 years 549 517 1,037 1,105 
 1,107 1,037 1,577 1,145 
 
Leases as lessor 

Operating lease rentals receivable from agreements classified as property, plant and equipment, as disclosed in note 
19, are receivable as follows: 

 
Group 

2013   
£000 

 
Company   

2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Less than 1 year 15,057 15,057 14,276 14,276 
Between 1 and 5 years 26,474 26,474 33,981 33,981 
More than 5 years 565 565 1,403 1,403 
 42,096 42,096 49,660 49,660 
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28. Subordinated debt 

  Group and 
Company   

2013   
£000 

Group and 
Company   

2012   
£000 

   
1 January - - 
Issued in year 27,117 - 
Interest expense 503 - 
Total subordinated debt at 31 December 27,620 - 
   

On 31 October 2013, the Bank entered into a subordinated facility agreement for a 10 year period at a fixed interest 
rate of 11%. The terms of the agreement allow interest to be capitalised and repaid with the principal at the end of the 
agreement. 

The subordinated debt is unsecured and ranks behind any claims against the Bank from all depositors and creditors. 

 

29. Share capital 
Authorised, issued and fully paid 

  Ordinary 
shares of £1 

each   
2013   

No. 

Ordinary  
shares of £1 

each   
2012   

No. 

   
   
On issue at 31 December 128,989,866 111,989,866 
 

  Ordinary 
shares of £1 

each   
2013   
£000 

Ordinary  
shares of £1 

each   
2012   
£000 

   
On issue at 1 January 111,990 36,990 
Issued for cash 17,000 75,000 
On issue at 31 December 128,990 111,990 
 

During the year the Bank issued 17,000,000 Ordinary shares of £1 each for cash at par value. 
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30. Reserves 
Available for sale reserve  

The available for sale reserve includes the cumulative net change in the fair value of investment securities available for 
sale until the investment is derecognised or impaired. 

 

Capital contribution reserve 

The capital contribution reserve was created as a result of the share based payments scheme and is deemed to be 
fully distributable. 

 

31. Notes to the cash flow statement 
Non-cash items in the cash flow statement 

 

Note 

Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

      
Dividends received from subsidiary companies   -  (2,804) - - 
Capitalisation of subordinated debt interest 28  503   503   -   -  
Depreciation 19  14,487   14,101   12,514   12,164  
Amortisation of intangible assets 20  257   65   908   -  
Impairment of investment in subsidiaries   -    -    -   21,828  
Provisions against loans and advances to customers 16  3,522   3,216   2,660   1,392  
Amortisation of share scheme fair value   -    -    200   200  
Profit on sale of operating leased assets  (1,087) (1,087) (283) (283) 
Profit on sale of property, plant and equipment  (14) (14) (33) (33) 
Total non-cash items  17,668  13,980  15,966  35,268  
   
Cash and cash equivalents 

 

 

Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

      
Cash and balances at central banks   206,600   206,600  229 229 
Loans and advances to banks   23,691   23,691  117,114 116,962 
Investment securities – available for sale (less than 3 months 
maturity from acquisition date) 

  -    -   62,927 62,927 

Cash and cash equivalents   230,291   230,291  180,270 180,118 
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32. Financial instruments 
Fair values of financial assets and financial liabilities are based on quoted market prices. If the market is not active the 
Group establishes a fair value by using appropriate valuation techniques. These include the use of recent arm's length 
transactions, reference to other instruments that are substantially the same for which market observable prices exist, 
net present value and discounted cash flow analysis. The objective of valuation techniques is to determine the fair 
value of the financial instrument at the reporting date as the price that would have been agreed between active market 
participants in an arm's length transaction. 

The Group measures fair value using the following fair value hierarchy that reflects the significance of the inputs used 
in making measurements: 

• Level 1: Quoted prices in active markets for identical assets or liabilities.  
• Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, 

either directly (i.e. as prices) or indirectly (i.e. derived from prices). 
• Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

Fair value of financial assets and financial liabilities that are traded in active markets are based on quoted market 
prices or dealer price quotations.  For all other financial instruments the Group determines fair values using valuation 
techniques. 

The Group uses widely recognised valuation models for determining the fair value of common and more simple 
financial instruments, like interest rate and currency swaps that use only observable market data and require little 
management judgement and estimation.  Observable prices and model inputs are usually available in the market for 
simple over the counter derivatives like interest rate swaps.  Availability of observable market prices and model inputs 
reduces the need for management judgement and estimation and also reduces the uncertainty associated with the 
determination of fair values.  Availability of observable market prices and inputs varies depending on the products and 
markets and is prone to changes based on specific events and general conditions in the financial markets.  

The consideration of factors such as the magnitude and frequency of trading activity, the availability of prices and the 
size of bid/offer spreads, assist in the judgement as to whether a market is active. If in the opinion of management, a 
significant proportion of the instrument’s carrying amount is driven by unobservable inputs, the instrument in its entirety 
is classified as valued using significant unobservable inputs. ‘Unobservable’ in this context means that there is little or 
no current market data available from which to determine the level at which an arm’s length transaction would be likely 
to occur. It generally does not mean that there is no market data available at all upon which to base a determination of 
fair value (consensus pricing data may, for example, be used). 

All fair values disclosed are at level 3. 

Investment securities available for sale 

The fair value of investment securities available for sale is determined by reference to their quoted bid price at the 
balance sheet date.  

Loans and advances to customers 

Fair value is calculated based on the present value of future principal and interest cash flows, discounted at the market 
rate of interest at the balance sheet date, adjusted for future credit losses if considered material.  

Customer deposits 
Fair value is calculated based on the present value of future principal and interest cash flows, discounted at the market 
rate of interest at the balance sheet date. 
 
Amounts due to banks 
Fair value is calculated based on the present value of future principal and interest cash flows, discounted at the market 
rate of interest at the balance sheet date. 
 
Subordinated debt 
Fair value is calculated based on the present value of future principal and interest cash flows, discounted at the market 
rate of interest at the balance sheet date. 
The fair values of all financial assets and financial liabilities by class together with their carrying amounts shown in the 
balance sheet are shown in the following tables.  
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Group 
 

Loans and 
receivables 

£000 

Available for 
sale financial 

assets   
£000 

Other liabilities 
at amortised 

cost   
   £000 

Total 
carrying 
amount   

£000 

Fair 
value 
£000 

      
At 31 December 2013      
Loans and advances to banks  23,691   -    -    23,691   23,691  
Loans and advances to customers  1,346,928   -    -    1,346,928  1,352,053  
  1,370,619   -    -    1,370,619  1,375,744  
      
Customer deposits  -    -    1,462,976   1,462,976  1,457,124  
Due to banks  -    -    24,596   24,596   24,596  
Subordinated debt  -    -    27,620   27,620   27,620  
  -    -    1,515,192   1,515,192  1,509,340  
      
At 31 December 2012      
Loans and advances to banks 117,114 - - 117,114 117,114 
Investment securities available for sale - 144,868 - 144,868 144,868 
Loans and advances to customers  683,566   -    -    683,566   683,566  
  800,680   144,868   -    945,548   945,548  
      
Customer deposits - - 923,680 923,680 923,680 

 - - 923,680 923,680 923,680 

   
Company   
 

Loans and 
receivables 

£000 

Available for 
sale financial 

assets   
 £000 

Other liabilities 
at amortised 

cost   
   £000 

Total 
carrying 
amount   

£000 

Fair 
Value 
£000 

      
At 31 December 2013      
Loans and advances to banks  23,691   -    -    23,691   23,691  
Loans and advances to customers  1,346,807   -    -    1,346,807  1,351,932  
  1,370,498   -    -    1,370,498  1,375,623  
      
Customer deposits  -    -    1,462,976   1,462,976  1,457,124  
Due to banks  -    -    24,596   24,596   24,596  
Subordinated debt  -    -    27,620   27,620   27,620  
  -    -    1,515,192   1,515,192  1,509,340  
      
At 31 December 2012      
Loans and advances to banks 116,962 - - 116,962 116,962 
Investment securities available for sale - 144,868 - 144,868 144,868 
Loans and advances to customers  684,236   -    -    684,236   684,236  
  801,198   144,868   -    946,066   946,066  
       
Customer deposits - - 923,680 923,680 923,680 

 - - 923,680 923,680 923,680 
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Fair value hierarchy 

The table below analyses financial instruments measured at fair value into a fair value hierarchy:  

  

 Level 1   
£000 

Total   
£000 

   
Available for sale financial assets - - 
At 31 December 2013 - - 
   
Available for sale financial assets 144,868 144,868 
At 31 December 2012 144,868 144,868 
  

 

33. Risk management 

Credit risk 
Credit risk is the risk of suffering financial loss should borrowers or counterparties default on their contractual 
obligations to the Bank.  This risk has two main components: 

• Customer risk (individual and business lending) 
• Treasury credit risk 

 
Customer risk 

The key driver of credit risk remains a slowdown in the UK economy which could lead to higher unemployment, 
deterioration in household finances and falls in house prices, all of which could increase arrears and defaults. 

The controlled management of credit risk is critical to the Bank’s overall strategy. The Bank has therefore embedded a 
comprehensive and robust risk management framework with clear lines of accountability and oversight as part of its 
overall governance framework.  The Bank has effective processes and policies to monitor, control, mitigate and 
manage credit risk within the Bank’s risk appetite. The GCPC provides oversight to the effectiveness of all credit 
management across the Bank and the controls in place ensure lending is within the Board approved credit risk 
appetite.   

The Bank’s collections and recoveries processes aim to provide a responsive and effective operation for the arrears 
management process.  We seek to engage in early communication with borrowers experiencing difficulty in meeting 
their repayments, to obtain their commitment to maintaining or re-establishing a regular payment plan. 

The Group maintains a forbearance policy for the servicing and management of customers entering into arrears across  
its lending products. The Group is committed to supporting customers in financial difficulty and ensures the necessary 
processes and policies are in place to enable consistently fair treatment of each customer. At the same time, the Group 
ensures those processes and policies do not restrict the ability to manage customers based on their own individual 
circumstances. This includes considering whether it is appropriate to agree to vary or suspend the terms of a loan, e.g. 
by extending its term, changing the type of loan, deferring interest or by capitalising arrears to assist a customer in 
financial difficulties. The Group will not seek to repossess a property unless all other reasonable attempts to resolve 
the position have failed. Repossession is regarded as the last resort. As at 31 December 2013, the number of such 
forbearance arrangements in place was 160 (2012: 11), the carrying value of which was £2.7m (2012: £0.4m) against 
which impairment provisions of £1.1m (2012: £0.1m) were held.   

There was one repossession during the year (2012: Nil).  Assets past due but not impaired totalled £4.8m (2012: 
£6.4m). 
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Risk management (continued) 

Treasury credit risk 

Treasury credit risk arises from the wholesale investments made by the Bank’s Treasury function, which is responsible 
for managing this aspect of credit risk in line with Board approved risk appetite and wholesale credit policies.  
Wholesale counterparty limits are reviewed monthly by the ALCO based on analyses of counterparties’ financial 
performance, ratings and other market information to ensure that limits remain within our risk appetite.  

The Group’s maximum exposure to credit risk after provisions for impairment is as follows: 

 Group 
2013   
£000 

Company   
2013   
£000 

Group 
2012   
£000 

Company   
2012   
£000 

     
Cash and balances at central banks  206,600   206,600  229 229 
Loans and advances to banks  23,691   23,691  117,114 116,962 
Loans and advances to customers 1,346,928  1,346,807   683,566   684,236  
Investment securities – available for sale  -    -    144,868   144,868  
 1,577,219  1,577,098   945,777   946,295  
Contractual commitments  138,152   138,152   73,685   73,685  
Total credit risk 1,715,371  1,715,250  1,019,462   1,019,980  
 

Contractual commitments represent agreements entered into but not advanced as at 31 December 2013.  

The above table represents the maximum credit risk exposure to the Group at 31 December 2013 and 2012 without 
taking account of any underlying security. The fair value of the security held at 31 December 2013 is £834.9m (2012: 
£364.8m) in the form of residential and commercial property and £394.2m (2012: £291.9m) in the form of finance lease   
and instalment credit agreements.   

An indication of the credit quality of loans and advances to customers can be seen in note 15 which shows the 
balances that have fallen past due and those that are impaired at 31 December 2013.  

Liquidity risk 
Liquidity risk is the risk that the Bank is unable to meet its current and future financial obligations as they fall due, or is 
only able to do so at excessive cost. The Bank has, therefore, developed comprehensive funding and liquidity policies 
to ensure that it maintains sufficient liquid assets to be able to meet all financial obligations and maintain public 
confidence. 

The Bank’s Treasury function is responsible for the day to day management of the Bank’s liquidity and wholesale 
funding.  The Board sets limits over the level, composition and maturity of liquidity and deposit funding balances, 
reviewing these at least annually.  Compliance with these limits is monitored daily by Finance and Risk personnel (i.e. 
independent of Treasury) and additionally, a series of liquidity stress tests are performed weekly by Risk and formally 
reported to ALCO and the Board to ensure that the Bank maintains adequate liquidity for business purposes even 
under stressed conditions. 

The Bank reports its liquidity position against Individual Liquidity Guidance (“ILG”) provided by the PRA for regulatory 
purposes. 

A liquid asset buffer of government T Bills acquired under the FLS and reserves with the Bank of England is 
maintained as a source of high quality liquid assets that can be called upon to create sufficient liquidity in order to meet  
liabilities on demand. 
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Risk management (continued) 
The table below analyses the Group’s contractual undiscounted cash flows of its financial assets and liabilities:  

  

 
Carrying 
amount   

£000 

Gross 
nominal 

inflow/ 
(outflow) 

£000 

Less 
than 1 
month 

£000 

1-3 
months 

£000 

3 months 
to 1 year 

£000 

1-5 
years 
£000 

More 
than 5 
years 
£000 

At 31 December 2013        
Assets        
Cash and balances at central banks  206,600   206,600   206,600   -    -    -    -   
Loans and advances to banks  23,691   23,691   23,691   -    -    -    -   
Loans and advances to customers  1,346,928   1,408,368   23,582   42,017   192,978   657,389   492,402  
  1,577,219   1,638,659   253,873   42,017   192,978   657,389   492,402  
Liabilities        
Customer deposits (1,462,976) (1,543,292) (138,883) (89,976) (702,841) (611,592)  -   
Due to banks (24,596) (25,430) (24) (45) (210) (25,151)  -   
Subordinated debt (27,620) (79,567)  -    -    -    -   (79,567) 
 (1,515,192) (1,648,289) (138,907) (90,021) (703,051) (636,743) (79,567) 
At 31 December 2012        
Assets        
Cash and balances at central banks  229  229 229 - - - - 
Loans and advances to banks  117,114  117,114 107,114 10,000 - - - 
Loans and advances to customers  683,566  728,398 14,961 28,780 130,588 344,522 209,547 
Investment securities – available for 
sale 

 144,868  144,952 95,452 47,500 2,000 - - 

  945,777  990,693 217,756 86,280 132,588 344,522 209,547 
Liabilities        
Customer deposits (923,680) (1,383,930) (164,657) (350,878) (352,860) (515,535) - 
 (923,680) (1,383,930) (164,657) (350,878) (352,860) (515,535) - 
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Risk management (continued) 
The analysis of gross contractual cash flows above differs from the analysis of residual maturity due to the inclusion of 
interest accrued at current rates for the average period until maturity on the amounts outstanding at the balance sheet 
date. 
The following table sets out the components of the Group’s liquidity reserve: 

 2013 
Carrying 
amount 

£000 

2013   
Fair value 

£000 

2012 
Carrying 
amount 

£000 

2012   
Fair value 

£000 

     
Balances with central banks  206,600   206,600  229 229 
Loans and advances to banks  23,691   23,691  117,114 117,114 
Investment securities – available for sale  -    -   144,868 144,868 
Debt securities  57,948   57,948  - - 
Total liquidity reserve  288,239   288,239  262,211 262,211 
 

The total liquidity reserve includes £57.9m of securities issued by the Bank of England through FLS participation which 
are not recognised on the Statement of Financial Position.  

The table below sets out the availability of the Group’s financial assets to support future funding:   

 2013 
Pledged 

as 
collateral   

£000 

2013 
Available 

as 
collateral 

£000 

2013  
Other  
£000 

2013   
Total   
£000 

     
Cash and balances at central banks -  -    206,600   206,600  
Loans and advances to banks -  23,691   -    23,691  
Loans and advances to customers 156,565  1,190,363   -    1,346,928  
Property, plant and equipment -  51,849   -    51,849  
Non-financial assets -  -    32,533   32,533  
Total assets 156,565  1,265,903   239,133   1,661,601  
 

 2012 
Pledged 

as 
collateral   

£000 

2012 
Available 

as 
collateral 

£000 

2012 
Other 
£000 

2012  
Total  
£000 

     
Loans and advances to banks -  117,114   -    117,114  
Loans and advances to customers -  683,566   -    683,566  
Investment securities – available for sale -  144,868   -    144,868  
Property, plant and equipment -  61,108   -    61,108  
Non-financial assets -  -    37,349   37,349  
Total assets -  1,006,656   37,349   1,044,005  
 

In addition to the above, the Bank holds £57.9m of Bank of England securities which can be utilised through third party 
sale and repurchase agreements to support additional funding. 
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Risk management (continued) 
Market risk 
Market risk is the risk that the value of, or income arising from, the Bank’s assets and liabilities change as a result of 
changes in market prices, the principal element being interest rate risk. 

The Bank has no foreign currency exposure and does not engage in any treasury trading operations.   

The Bank’s treasury function is responsible for managing the Bank’s exposure to all aspects of market risk within the 
operational limits set out in the Bank’s treasury policies.  ALCO approves the Bank’s treasury policies and receives 
regular reports on all aspects of market risk exposure, including interest rate risk. 

Interest rate risk 

Interest rate risk is the risk of loss arising from adverse movements in market interest rates.  Interest rate risk arises 
from the loan and savings products that we offer.  This risk is managed through the use of appropriate financial 
instruments, including derivatives, with established risk limits, reporting lines, mandates and other control procedures. 

Basis risk 

Basis risk is the risk of loss arising from changes in the relationship between interest rates which have similar but not 
identical characteristics (for example, LIBOR and Bank of England Base Rate). This is monitored closely and regularly 
reported to ALCO. This risk is managed by matching and where appropriate, through the use of derivatives, with 
established risk limits and other control procedures.  

The Bank’s forecasts and plans take account of the risk of interest rate changes and are prepared and stressed 
accordingly, in line with PRA guidance. 

Interest rate sensitivity gap 

The Group considers a 200 basis points (“bps”) movement to be appropriate for scenario testing given the current 
economic outlook and industry expectations. The Group estimates that a 200 bps movement in interest rates paid / 
received would have impacted the 2013 results as follows: 

+200 bps – £14.4m positive (2012: £7.8m positive) 

-200 bps – £6.1m positive (2012: £3.2m positive) 

The following table summarises the repricing periods for the Group’s assets and liabilities. Items are allocated to time 
bands by reference to the earlier of the next contractual interest rate change and the maturity date.    
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Risk management (continued) 
Group: 

 

Within 3 
months   

£000 

More than 3 
months but 
less than 6 

months 
£000 

More 
than 6 

months 
but less 

than 1 
year 
£000 

More 
than 1 

year but 
less 

than 5 
years 
£000 

More 
than 5 
years 
£000 

Non- 
interest 
bearing 

£000  
TOTAL 

£000 

At 31 December 2013        
Assets        
Cash and balances at central banks  206,600   -    -    -    -    -    206,600  
Loans and advances to banks  23,691   -    -    -    -    -    23,691  
Loans and advances to customers  620,427   62,642   121,766   425,392   116,701   -    1,346,928  
Operating leases  4,180   3,628   6,309   35,877   1,855   -    51,849  
Other non-financial assets  -    -    -    -    -    32,533   32,533  
  854,898   66,270   128,075   461,269   118,556   32,533   1,661,601  
Liabilities        
Customer deposits  266,494   373,624   278,243   544,615   -    -    1,462,976  
Due to banks  -    -    -    24,596   -    -    24,596  
Other non-financial liabilities  -    -    -    -    -    16,752   16,752  
Subordinated debt  -    -    -    -    27,620   -    27,620  
Total equity  -    -    -    -    -    129,657   129,657  
  266,494   373,624   278,243   569,211   27,620   146,409   1,661,601  
Interest rate sensitivity gap  588,404  (307,354) (150,168) (107,942)  90,936  (113,876)  
Cumulative gap  588,404   281,050   130,882   22,940   113,876   -    
        
At 31 December 2012        
Assets        
Cash and balances at central banks  -    -    -    -    -    229   229  
Loans and advances to banks  117,114   -    -    -    -    -    117,114  
Assets classified as available for 
sale 

 142,870   1,998   -    -    -    -    144,868  

Loans and advances to customers  250,883   37,926   85,675   290,948   22,691  (4,557)  683,566  
Operating leases  5,324   3,450   7,714   38,886   4,811  (508)  59,677  
Other non-financial assets  -    -    -    -    -    38,551   38,551  
  516,191   43,374   93,389   329,834   27,502   33,715   1,044,005  
Liabilities        
Customer deposits  165,829   152,701   161,446   443,704   -    -    923,680  
Other non-financial liabilities  -    -    -    -    -    21,179   21,179  
Total equity  -    -    -    -    -    99,146   99,146  
  165,829   152,701   161,446   443,704   -    120,325   1,044,005  
Interest rate sensitivity gap  350,362  (109,327) (68,057) (113,870)  27,502  (86,610)  
Cumulative gap  350,362   241,035   172,978   59,108   86,610   -    
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Risk management (continued) 
Company:  
  

 

Within 3 
months   

£000 

More than 3 
months but 
less than 6 

months 
£000 

More 
than 6 

months 
but less 

than 1 
year 
£000 

More 
than 1 

year but 
less 

than 5 
years 
£000 

More 
than 5 
years 
£000 

Non- 
interest 
bearing 

£000  
TOTAL 

£000 

At 31 December 2013        
Assets        
Cash and balances at central banks  206,600   -    -    -    -    -    206,600  
Loans and advances to banks  23,691   -    -    -    -    -    23,691  
Loans and advances to customers  620,306   62,642   121,766   425,392   116,701   -    1,346,807  
Operating leases  4,106   3,563   6,197   35,239   1,822   -    50,927  
Other non-financial assets  -    -    -    -    -    20,444   20,444  
  854,703   66,205   127,963   460,631   118,523   20,444   1,648,469  
Liabilities        
Customer deposits  266,494   373,624   278,243   544,615   -    -    1,462,976  
Due to banks  -    -    -    24,596   -    -    24,596  
Other non-financial liabilities  -    -    -    -    -    21,723   21,723  
Subordinated debt  -    -    -    -    27,620   -    27,620  
Total equity  -    -    -    -    -    111,554   111,554  
  266,494   373,624   278,243   569,211   27,620   133,277   1,648,469  
Interest rate sensitivity gap  588,209  (307,419) (150,280) (108,580)  90,903  (112,833)  
Cumulative gap  588,209   280,790   130,510   21,930   112,833   -    
        
At 31 December 2012        
Assets        
Cash and balances at central banks  -    -    -    -    -    229   229  
Loans and advances to banks  116,962   -    -    -    -    -    116,962  
Assets classified as available for 
sale 

 142,870   1,998   -    -    -    -    144,868  

Loans and advances to customers  250,771   37,909   85,636   290,817   22,681  (3,578)  684,236  
Operating leases  5,208   3,375   7,546   38,041   4,706  (508)  58,368  
Other non-financial assets  -    -    -    -    -    23,725   23,725  
  515,811   43,282   93,182   328,858   27,387   19,868   1,028,388  
Liabilities        
Customer deposits  165,829   152,701   161,446   443,704   -    -    923,680  
Other non-financial liabilities  -    -    -    -    -    23,987   23,987  
Total equity  -    -    -    -    -    80,721   80,721  
  165,829   152,701   161,446   443,704   -    104,708   1,028,388  
Interest rate sensitivity gap  349,982  (109,419) (68,264) (114,846)  27,387  (84,840)  
Cumulative gap  349,982   240,563   172,299   57,453   84,840   -    
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Risk management (continued) 
Capital risk and management 
The Bank conducts an ICAAP, at least annually, which is approved by the Board. This is used to assess the Bank’s 
capital adequacy and determine the levels of capital required to support the current and future risks in the business 
derived from the corporate plan.  The ICAAP addresses all the Bank’s material risks and includes Board approved 
stress scenarios which are intended, as a minimum, to meet regulatory requirements.  The ICAAP is used by the PRA 
to set the Bank’s Individual Capital Guidance (“ICG”) requirements. 

The amount and composition of the Bank’s capital requirement is determined by assessing the Basel II Pillar 1 
minimum capital requirement, the impact of stress and scenario tests under Pillar 2 and the Bank’s ICG. 

The Bank adopts the standard approach to credit risk and the basic indicator approach to operational risk. To meet 
Basel II Pillar 3 requirements, the Bank publishes further information about its exposures and risk management 
processes and policies on the Bank’s website www.shawbrook.co.uk.   

The Board is ultimately responsible for capital management. The Board and Executive Management Committee 
monitor the capital position of the Group on a monthly basis. The ICAAP is central to the capital management 
framework and is used to inform the Board of the on-going assessment and quantification of the Group’s risks, how the 
Bank mitigates those risks and capital adequacy of the Bank. 

Not all material risks can be mitigated by capital, but where capital is appropriate the Board has adopted a “Pillar I plus” 
approach to determine the level of capital the Group needs to hold. This method takes the Pillar I and Pillar IIa capital 
formula calculations (standardised approach for credit and market risk and the basic indicator approach for operational 
risk) as a starting point, and then considers whether each of the calculations deliver a sufficient capital sum adequately  
to cover management’s anticipated risks. Where the Board considered that the Pillar I and Pillar IIa calculations did not 
fully reflect the risk, an additional capital add-on under Pillar IIb is applied, as per the ICG issued by the PRA.  

The Bank also includes a Capital Planning Buffer (“CPB”) to mitigate the risks of exposures under appropriate stress 
scenarios as set out within its ICAAP. The CPB forms part of the overall capital requirements for the Bank.   

At all times the Group’s capital position must be aligned with the capital adequacy limits approved by the Board in the 
risk appetite statement, which is to maintain a robust capital and liquidity management under “normal” and “stressed” 
conditions. With regard to capital management this means: 

• Maintain a level of capital equal to the minimum that is set by the PRA in the ICG. 
• Capital will be Tier 1 and Tier 2 capital. Any change to this policy must be agreed by the Board.  

 

The following shows the regulatory capital resources managed by the Group and Company: 

  

 Group 
2013  
£000 

Company  
2013   
£000 

Group 
2012  
£000 

Company 
2012  
£000 

     
Share capital 128,990  128,990  111,990  111,990  
Retained earnings 467  (17,636) (13,013) (31,438) 
Intangible assets (15,914) (1,065) (15,041)  -   
Core tier 1 capital 113,543  110,289  83,936  80,552  
     
Subordinated debt 27,620  27,620   -    -   
Collective impairment allowance 1,331  1,431  721   795  
Core tier 2 capital 28,951  29,051   721   795  
     
Total regulatory capital 142,494  139,340  84,657  81,347  
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Risk management (continued) 
The regulatory capital reconciles to the total capital in the Group’s Statement of Financial Position as follows: 

 Group 
2013  
£000 

Company 
2013  
£000 

Group 
2012  
£000 

Company 
2012  
£000 

     
Regulatory capital 142,494  139,340  84,657  81,347  
     
Subordinated debt (27,620) (27,620)  -    -   
Collective impairment allowance (1,331) (1,431) (721) (795) 
Intangible assets 15,914   1,065  15,041   -   
Available for sale reserve  -    -   (31) (31) 
Capital contribution reserve 200  200  200  200  
Total Equity 129,657  111,554  99,146  80,721  
  

34. Related party transactions 
Related parties of the Group include the Bank’s parent company, Laidlaw Acquisitions Limited, key management 
personnel, close family members of key management personnel and entities which are controlled, jointly controlled or 
significantly influenced, or for which significant voting power is held, by key management personnel or their close family 
members. Key management personnel are defined as the Directors. 

Group 

 Intercompany movements with the Company’s parent are as follows: 

 Laidlaw 
Acquisitions 

Limited 
£000 

  
Gross balance outstanding at 1 January 2012 1,116 
   Transactions during the year 14 
Gross balance outstanding at 31 December 2012 1,130 
   Provisions at 31 December 2012 (1,042) 
Net balance outstanding at 31 December 2012 88 
  
Gross balance outstanding at 1 January 2013 1,130 
   Payment of Link Loans deferred acquisition costs 500 
   Issue of share capital to parent 2,000 
   Proceeds of share capital issued by parent (2,757) 
   Other transactions during the year 8 
Gross balance outstanding at 31 December 2013 881 
   Provisions at 31 December 2013 (1,042) 
Net balance outstanding at 31 December 2013 (161) 

 
During the year, the Bank issued a total of £17m of share capital to its parent (2012: £75m). 
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Related party transactions (continued) 
Company 

  

 Singers 
Corporate 

Asset 
Finance 
Limited 

£000 

Singers 
Healthcare 

Finance 
Limited 

£000 

Singers 
Asset 

Finance 
Holdings 

Limited 
£000 

Link Loans 
Limited   

and 
Subsidiaries 

£000 

Laidlaw 
Acquisition 

Limited   
£000 

Other 
Group 

Companies 
£000 

Total   
£000 

        
At 1 January 2012 - - - (512) 74 - (438) 
        
Net assets transferred to Shawbrook (251,774) (118,628) (40,246) (1,879) - - (412,527) 
Repayment of third party funding 218,195 106,943 - - - - 325,138 
Share capital cancelled 31,041 - - - - - 31,041 
Dividend paid 2,470 11,237 - - - - 13,707 
Capital reduction - - 40,230 - - - 40,230 
Other (9) 42 - - 14 (3) 44 
At 31 December 2012 (77) (406) (16) (2,391) 88 (3) (2,805) 
        
Amounts due to Group companies       (3,017) 
Amounts due from Group companies       212 
At 31 December 2012       (2,805) 
        
At 1 January 2013 (77) (406) (16) (2,391) 88 (3) (2,805) 
        
Group tax losses acquired from KSF (353) (2,518) - - - - (2,871) 
Purchase of group tax losses 72 518 - - -  590 
Dividend paid 291 2,497 16 - - - 2,804 
Payment of Link Loans deferred 
acquisition costs 

- - - - 500 - 500 

Issue of share capital to parent - - - - 2,000 - 2,000 
Proceeds of share capital issued by 
parent 

- - - - (2,757) - (2,757) 

Other transactions 66 (101) - (16) 8 (2) (45) 
At 31 December 2013 (1) (10) - (2,407) (161) (5) (2,584) 
        
Amounts due to Group companies       (5,132) 
Amounts due from Group companies        2,548  
At 31 December 2013       (2,584) 
 
On 21st December 2013, the Bank committed £10.5 million as lender under an amortising term loan to Target Financial 
Servicing Limited a wholly owned subsidiary of Target Group Limited (an investment of SOF Investments Limited). The 
Bank has also entered into a contract with Target Financial Servicing Limited a wholly owned subsidiary of Target 
Group Limited for administration services on various portfolios. 
 
Target Servicing Limited services various portfolios, under customary commercial arrangements, on behalf of the Bank. 
The Bank has been charged £2.1m during 2013 for these services (2012: £0.9m) and no amounts were due at 31 
December 2013.  
 
On 6th September 2013, the Bank committed £10.0 million as lender under a Revolving Credit Facility to Arrow Global 
Guernsey Holdings Limited (an investment of SOF Investments Limited up to March 2014).  
 
The charge for share based payments provided to key management personnel during 2013 was £64,000 (2012: 
£11,000). 
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35. Capital commitments  
The Group and Company have capital commitments totalling £1.5m at 31 December 2013 (2012: £nil).   

 
36. Subsidiary companies 
The Bank has the following subsidiary companies whose results are included in these consolidated financial 
statements:    

 
Country of 

Incorporation 

Class of 
shares 

held Ownership 
Principal 

activity 

Singers Corporate Asset Finance Limited England & Wales Ordinary 100% Dormant 
Singers Healthcare Finance Limited England & Wales Ordinary 100% Dormant 
  and its subsidiary:     
    SAF Funding Limited England & Wales Ordinary 100% Dormant 
Singers Asset Finance Holdings Limited England & Wales Ordinary 100% Dormant 
  and its subsidiaries:     
    Coachlease Limited England & Wales Ordinary 100% Dormant 
    East Anglian Finance Limited England & Wales Ordinary 100% Dormant 
    Hermes Group Limited England & Wales Ordinary 100% Dormant 
    Singer and Friedlander Commercial Finance Limited Scotland Ordinary 100% Dormant 
    Singer and Friedlander Finance Limited England & Wales Ordinary 100% In Liquidation 
Apple Holdco Limited England & Wales Ordinary 100% Dormant 
  and its subsidiary:     
    Apple Acquisition Limited England & Wales Ordinary 100% Dormant 
      and its subsidiary:     
        Ascot Funding Limited England & Wales Ordinary 100% Dormant 
Link Loans Limited England & Wales Ordinary 100% Dormant 
Shawbrook Buildings and Protection Limited England & Wales Ordinary 100% FCA 

authorised 
introducer of 

insurance 
Money2Improve Limited England & Wales Ordinary 100% Dormant 
 

The following companies were placed in member’s voluntary liquidation and dissolved at Companies House in January 
2013:  

Central Scotland Finance Limited 
Hermes Leasing Limited 
Hermes Leasing (London ) Limited 
Hermes (Western) Limited 
Hermes Lease Finance Limited 
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37. Acquisition of subsidiary companies 
On 22 March 2012, the Bank acquired 100% of the share capital of Singers Asset Finance Holdings Limited (“SAFH”) 
(“Completion”), for consideration of £55.8m. SAFH and its subsidiaries represent the Singers Group.  

Following Completion, the ownership of Singers Corporate Asset Finance Limited and Singers Healthcare Finance 
Limited was transferred from SAFH to the Bank; the Singers Group then settled its outstanding funding obligations of 
£325m and transferred all of its remaining assets and liabilities by way of an equitable assignment to the Bank at their 
net book value.  

The business of the Singers Group is the provision of asset finance and leasing. In the nine months from acquisition to 
31 December 2012, the Asset Finance division contributed net operating income of £17.1m and profits of £9.0m to the 
Group’s results. 

 

Fair Value of 
receivables 

£000 

Gross 
contractual 

amounts 
receivable 

£000 

Contractual 
cash flows 

not 
expected to 
be collected 

£000 

    
Loans and advances to customers 262,723 263,495 1,100 
Property, plant and equipment 63,956 62,297 - 
Deferred tax 8,412 8,909 - 
Intangible assets 1,100 - - 
Other net assets 35,720 35,720 - 
Total assets acquired 371,911 370,421 1,100 

 

On 19 November 2012, the Bank acquired 100% of the share capital of Money2Improve Limited for consideration of 
£0.5m, a company whose business is to act as an introducer of unsecured consumer lending.  

These acquisitions were accounted for in accordance with IFRS 3 (Revised) ‘Business Combinations’ which requires 
the recognition of the identifiable assets acquired and liabilities assumed at their acquisition date fair values. 
Information on specific fair value adjustments is provided in the tables below (Money2Improve figures have been 
aggregated with Singers as they are not individually material): 

 Book value 
at 

acquisition 
£000 

Fair value 
adjustment 

£000 Note 

Take-on 
values 

£000 

     
Loans and advances to customers 263,495 (772) a 262,723 
Property, plant and equipment 62,297 1,659 b 63,956 
Borrowings and loan notes (325,138) -  (325,138) 
Deferred tax 8,909 (497)  8,412 
Intangible assets - 1,100 c 1,100 
Other net assets 35,720 -  35,720 
Net identifiable assets and liabilities 45,283 1,490  46,773 
     
Consideration paid    56,259 
     
  Representing:     
  Goodwill on acquisition    20 9,486 
Total intangible assets on acquisition    9,486 
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Acquisition of subsidiary companies (continued) 
The goodwill is attributable to the skills and technical talent of the workforce and enduring quality of the acquired broker 
relationships. The customer relationships intangible recognises the benefit to the Group of enduring relationships with 
existing customers and their beneficial impact on future new business advances and income.  

a) Finance lease and instalment credit agreements were adjusted to fair value using discounted cash flow models 
which used benchmark interest rates. The adjustment reflects the movement in credit spreads since the lending 
was originated. 

b) Property, plant and equipment were adjusted to fair value using discounted cash flow models which used 
benchmark interest rates. 

c) The intangible asset is in relation to future business derived from  existing and enduring customer relationships. 

Amortisation of the initial fair value adjustment 

Market rate fair value adjustments are amortised on an even yield basis over the expected remaining life of the leases. 
Credit loss fair value adjustments are amortised at the point of time that the loss crystallises. Losses experienced in 
excess of those identified at acquisition are expensed through the Group Income Statement.  

Amortisation of the intangible asset 

The intangible asset is amortised over the period over which revenue is earned from the existing and enduring 
customer relationships. 

 
38. Investment in subsidiaries 

  

 Company 
2013 
£000 

Company 
2012   
£000 

   
At 1 January - 8,157 
Acquisition of the Singers Group of companies - 57,818 
Capital reduction by subsidiary - (31,041) 
Dividends received from subsidiaries - (13,707) 
Acquisition of Money2Improve Limited - 601 
Provision for impairment - (21,828) 
 - - 

 

39. Ultimate parent company 
The Bank is a subsidiary undertaking of Laidlaw Acquisitions Limited, which is incorporated in England and Wales and 
is the largest company in which the results of the Bank and its subsidiaries are consolidated. The consolidated financial 
statements of Laidlaw Acquisitions Limited are available on request from Lutea House, Warley Hill Business Park, 
Brentwood, Essex CM13 3BE.  
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“ Shawbrook Asset 

Finance helped us grow by 

providing finance on one of 

our vehicles. I’m always happy 

to recommend Shawbrook to 

others in my line of work as 

I know the people are great 

to work with – we don’t get 

pushed to various departments 

as with some others lenders, 

we speak to our contact who 

comes back quickly with the 

rate they can offer.

“
V E L I  I S M A I L

C H I L L H I R E  L I M I T E D

F L E E T  O F  1 1 4  R E F R I G E R A T E D  V E H I C L E S 

W O R K I N G  A L L  O V E R  T H E  U K

“ Shawbrook’s range of 

products is probably the widest 

and most encompassing of any 

lender that we currently have 

in our sector, plus, they have 

a common-sense approach 

of looking into a case and 

seeing if it benefits the client. 

You really do get the feeling 

Shawbrook are working with 

you to get the required result. 

They are a pleasure to do 

business with.

“
S I M O N  M O O R E  

S A L E S  D I R E C T O R

F L U E N T  M O N E Y
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FEBRUARY 2011

ACQUISITION OF COMMERCIAL 

FIRST PLATFORM & PEOPLE

JANUARY 2011

ACQUISITION OF WHITEAWAY 

LAIDLAW BANK

AUGUST 2011

ACQUISITION OF LINK LOANS

APRIL 2011

LAUNCH OF COMMERCIAL 

AND RESIDENTIAL INVESTOR 

MORTGAGES

LAUNCH OF NEW SUITE OF 

DEPOSIT PRODUCTS

OCTOBER 2011

RE-BRAND TO SHAWBROOK BANK

MARCH 2012

ACQUISITION OF SINGERS  

ASSET FINANCE (RE-BRANDED TO 

SHAWBROOK ASSET FINANCE IN 

MARCH  2013)

£600m OF LENDING ASSETS  

£650m OF DEPOSITS 

AUGUST 2012

BREAK-EVEN POINT REACHED
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JANUARY 2013

ACQUIRED M2i SALES TEAM TO 

BOOST CONSUMER LENDING 

DIVISION

MAY 2013

RAISED OVER £1bn IN RETAIL 

DEPOSITS

JULY 2013

LAUNCH OF NEW WHOLESALE 

FINANCE DIVISION

SEPTEMBER 2013

£1bn SME AND INDIVIDUAL 

LENDING MILESTONE

APRIL 2014

RICHARD PYMAN APPOINTED  

AS CEO TO LEAD AMBITIOUS 

GROWTH STRATEGY

DECEMBER 2013

TOTAL ASSETS OF £1.7bn

FEBRUARY 2014

SHAWBROOK WINS FIVE  

SAVINGS AWARDS FOR PERSONAL 

AND BUSINESS NOTICE ACCOUNTS 

AND BONDS
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