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1 Scope of Application 

1.1 Disclosure Policy 

This document comprises the Alcentra Asset Management Limited (AAM) Pillar 3 disclosures on capital 
and risk management as at 31 December 2016. These Pillar 3 disclosures are published in accordance 
with the requirements of the Capital Requirements Regulation (CRR) and the Capital Requirements 
Directive (CRD) referred to together as CRD IV, which came into effect on 1 January 2014. CRD IV has the 
effect of implementing the international Basel III reforms of the Basel Committee on Banking Supervision 
within the European Union. The Pillar 3 disclosure requirements are contained in Part Eight of the CRR, in 
particular articles 431 to 455. 

Pillar 3 disclosures are required for a consolidated group and for those parts of the group covered by CRD 
IV. Pending implementation of the Basel III framework by The Bank of New York Mellon Corporation (BNY 
Mellon), the ultimate holding company, there is currently no comparable disclosure provided on a 
consolidated basis by Alcentra Limited’s  parent company. 

Information in this report has been prepared solely to meet Pillar 3 disclosure requirements of the entity 
noted, and to provide certain specified information about capital and other risks and details about the 
management of those risks, and for no other purpose. These disclosures do not constitute any form of 
financial statement on the business nor do they constitute any form of contemporary or forward-looking 
record or opinion about the business. 

This document has been prepared with reference to the specific UK business regulated by the Financial 
Conduct Authority (FCA) – Alcentra Limited (Alcentra). Alcentra is a wholly owned subsidiary company of 
AAM. AAM is not authorised to carry out regulated activities. 

Unless indicated otherwise, information contained within this document has not been subject to external 
audit. 

1.2 The Basel III Framework 

Basel III is the international banking accord intended to strengthen the measurement and monitor ing of 
financial institutions’ capital. The Basel III framework was implemented in the European Union through 
the Capital Requirements Directive (CRD) and establishes a more risk sensitive approach to capital 
management. It is comprised of three pillars: 

Pillar 1 – Minimum capital requirement: 

Establishes rules for the calculation of minimum capital for credit risk, counterparty credit r isk, 
market risk and operational risk and capital resources requirements 

Pillar 2 – Supervisory review process: 

Requires firms and supervisors to undertake an internal capital adequacy assessment process 
to determine whether the financial institution needs to hold additional capital against r isks not 
adequately covered in Pillar 1 and to take action accordingly 

Pillar 3 – Market discipline: 

Complements the other two pillars and effects market discipline through public disclosure 
showing an institution’s risk management policies, approach to capital management, its capital 
resources and an analysis of its credit risk exposures 

Page 6 of 59 



           

~ .. .,,,,. 
BNY MELLON 

Alcentra Asset Management Limited Pillar 3 Disclosure 

Wherever possible and relevant, the Board will ensure consistency between Pillar 3 disclosures, Pillar 1 
reporting and Pillar 2 Internal Capital Adequacy Assessment Process (ICAAP) content. 

1.3 Purpose of Pillar 3 

Pillar 3 requires the external publication of exposures and associated risk weighted assets and the 
approach to calculating capital requirements for the following risk and exposure types: 

These Pillar 3 disclosures only focus on those risk and exposure 
types relevant to Alcentra. 

Alcentra includes both quantitative and qualitative disclosures to 
show the relevant information and describe its approach to 
capital management, its capital resources and an analysis of its 
credit risk exposures. The disclosures also include, where 
appropriate, comparative figures for the prior year and an 
analysis of the more significant movements to provide greater 
insight into its approach to risk management. 

Credit risk 

Counterparty credit risk 

Market risk 

Credit valuation adjustment 

Securitisations 

Operational risk 

For completeness, other risks that the Alcentra is exposed to, but are not covered above, are also 
discussed in Appendix 1. 

1.4 Non-material, Proprietary or Confidential Information 

In accordance with CRD IV, the Board may omit one or more disclosures if the information provided is not 
regarded as material. The criterion for materiality used in these disclosures is that Alcentra will regard as 
material any information where omission or misstatement could change or influence the assessment or 
decision of a user relying on that information for the purpose of making economic decisions. 

Furthermore, the Board may omit one or more disclosures if the information provided is regarded as 
proprietary or confidential. Information is regarded as proprietary if disclosing it publicly would undermine 
its competitive position. It may include information on products or systems, which, if shared with 
competitors, would render an institution’s investment therein less valuable. In such circumstance, the 
Board will state in its disclosures the fact that specific items of information are not disclosed and the 
reason for non-disclosure. In addition, it will publish more general information about the subject matter of 
the disclosure requirement except where these are to be classified as secret or confidential. 

Alcentra undertakes no obligation to revise or to update any forward looking or other statement contained 
within this report regardless of whether or not those statements are affected as a result of new information 
or future events. 

1.5 Frequency and Means of Disclosure 

Disclosure will be made annually based on calendar year end and wil l be published in conjunction with the 
preparation of the Annual Report and Financial Statements. Alcentra will reassess the need to publish 
some or all of the disclosures more frequently than annually in light of any significant change to the 
relevant characteristics of its business including disclosure about capital resources and adequacy, and 
information about risk exposure and other items prone to rapid change. 

In light of market developments associated with Pillar 3, this policy will be periodically reassessed and 
updated. 

Disclosures will  be  published  on  Alcentra’s website  (www.alcentra.com) in the Regulatory Information 
Section. 
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1.6 Board Approval 

AAM’s Board of Directors on 1 September 2017 approved these disclosures for publication. The Board 
has verified that they are consistent with formal policies adopted regarding production and validation and 
are satisfied with the adequacy and effectiveness of the risk management arrangements. 

1.7 Business and Future Developments 

The Board of Directors periodically reviews the strategy of the Group and the associated products and 
services it provides to clients. 

In relation to the assessment and monitoring of economic, political and regulatory ris ks, Alcentra is 
continuing  to  evaluate  the  impact  of  the  outcome  of  the  recent  referendum  in  relation  to  the  UK’s 
membership of the EU on business strategy and business risks in the short, medium and long term. In the 
short term there is no significant impact  expected  on  the  Company’s business activities,  there  will  be  no  
immediate change in business strategy, and it does not affect the going concern position of the Company. 
Over the course of the expected two-year transition period following the notification of intention to leave 
the EU, the Company will continue to closely monitor developments and will make appropriate changes to 
the business strategy once the impact of the referendum result on the UK and European financial services 
industry is more certain. 

1.8 Key Metrics 

The following risk metrics reflect Alcentra’s risk profile: 

Table 1: Capital ratios 

Own Funds 2016 2015 

Available capital (£m) 

Common Equity Tier 1 (CET1) capital 205 176 

Tier 1 capital 205 176 

Total capital 205 176 

Risk-weighted assets (£m) 

Total risk-weighted assets (RWA) 355 290 

Risk-based capital ratiosasa percentage of RWA 

CET1 ratio 57.7% 58.9% 

Tier 1 ratio 57.7% 58.9% 

Total capital ratio 57.7% 58.9% 

Thus the common equity tier 1, total tier 1 and total capital ratios remain in excess of the minimum 

regulatory requirement of 4.5%, 6.0% and 8.0% respectively. 

1.9 Company Description 

Alcentra is a wholly owned and an operationally independent subsidiary of BNY Alcentra Group Holdings 
Inc., which is, in turn, a subsidiary of the Bank of NewYork Mellon Corporation (BNYMC). 

BNY Mellon Group (BNY Mellon) is a global investments company dedicated to helping its clients manage 
and service their financial assets throughout the investment lifecycle. Whether providing financial services 
for institutions, corporations or individual investors, BNY Mellon delivers informed investment management 
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and investment services in 35 countries and more than 100 markets. As at 31 December 2016, BNY Mellon 
had $29.9 trillion in assets under custody and/or administration, and $1.6 trillion in assets under 
management. BNY Mellon can act as a single point of contact for clients looking to create, trade, hold, 
manage, service, distribute or restructure investments. 

Alcentra has regulatory permissions as an investment advisor and discretionary fund manager. Alcentra is 
considered an IFPRU limited licence firm under Basel III, meaning that it is not authorised to carry out MiFID 
activities to (1) deal on its’ own account (A3); (2) provide the investment services of underwriting or placing 
financial instruments on a firm commitment basis (A6); or (3) hold client money or assets (B1). For 
accounting and prudential purposes, Alcentra reports on an individual basis. 

Alcentra brings together a depth of knowledge in sub-investment grade corporate debt that covers the entire 
spectrum of investment possibilities – from Secured Loans and High Yield Bonds to Direct Lending & 
Mezzanine, Special Situations, Structured Credit and Multi-Strategy. 

Alcentra works with investors around the world to help them make the most of the market opportunities. 
Alcentra’s clients gain access through a large range of investment funds and where required we can help 
them build a portfolio tailored to their own specific needs and requirements. 

Alcentra builds focused, capacity managed portfolios, offering clients access to its advanced yet transparent 
investment process through a range of funds. The core components of Alcentra’s investment philosophy are 
a combination of top down investment strategy analysis, rigorous manager evaluation and detailed on-going 
monitoring. 

The Board is not aware of any material impediments to the transfer of own funds or repayment of liabilit ies 
among the parent undertaking and its subsidiaries. 

Figure 1 illustrates the corporate structure of Alcentra below. 

Figure 1: Alcentra corporate structure at 31 December 2016 

The Bank of New 
York Mellon 

(USA) 

BNY Alcentra 
Group Holdings, 

Inc. 

(USA) 

Alcentra Asset 
Management 

Limited 

(UK) 

Alcentra Limited 

(UK) 

(FCA regulated) 
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1.10 Core Business Lines 

Alcentra has transitioned from a predominantly collateralized loan obligation (CLO) based business to a 
credit manager specialising in alternatives. Alcentra has a number of key strategies of CLO, High Yield, 
Mezzanine, Direct Lending, Structured Credit, Special Situations and Multi Strategy through which 
Alcentra has continued to expand its product base through the launch and increase in assets under 
management (AUM) in its existing funds and managed accounts. 

1.10.1 Risk Retention 

Alcentra acts as the risk retention holder for CLO issuances by acting as sponsor or originator and holding 

the 5% retention stake. These investments can either be in the form of a vertical or horizontal str ip of the 

underlying notes. As a result of the lower risk associated with a vertical strip (c.80% of the investment will 

be in BBB rated paper and above) Alcentra has opted for this option to satisfy the European Central Bank 

(ECB) rules. As at the end of 2016, Alcentra has launched seven Risk Retention Compliant CLOs with a 

total of €155m invested in vertical strips. 
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Own funds comprise tier 1 and tier 2 capital less deductions. This section provides an overview of the 

regulatory balance sheet and composition of Alcentra’s regulatory own funds. There are a number of 

differences between the balance sheet prepared in accordance with Financial Reporting Standard 101: 

Reduced Disclosure Framework (FRS 101) and Pillar 3 disclosures published in accordance with 

prudential requirements. 

CRD IV defines Alcentra’s regulatory capital and includes: 

Common equity tier 1 capital which is the highest quality form of regulatory capital under Basel III 

comprising common shares issued and related share premium, retained earnings and other reserves 

excluding the cash flow hedging reserve, less specified regulatory adjustments 

Tier 2 capital which is a component of regulatory capital under Basel III, mainly comprising qualifying 

subordinated loan capital, and eligible collective impairment allowances 

Table 2: Reconciliation of regulatory own funds 

This table shows a reconciliation of Alcentra’s Own Funds prepared in accordance with UK Accounting 

Standards and applicable law(UK Generally Accepted Accounting Practice), including Financial Reporting 

Standard 101: Reduced Disclosure Framework (FRS 101) and the regulatory balance sheet prepared 

under prudential rules. The regulatory balance sheet forms the basis for the calculation of regulatory 

capital requirements. 

31 December 2016 (£m) 
Financial 

Statements 
Balance Sheet 

Regulatory 
adjustments 

Regulatory 
Balance 

Sheet 

Assets 

Cash in hand and on demand balances at central banks 

Fixed asset investments 

Debtors 

Amounts due from group undertakings 

Other assets 

Total assets 

Liabilities 

Deposits by banks 

Creditors falling due more than one year 

Other liabilities 

Accruals and deferred income 

Current and deferred tax liabilities 

Amounts due to group undertakings 

Total liabilities 

90 

153 

28 

4 

0 

275 

5 

7 

0 

23 

9 

26 

70 

0 

0 

(1) 

2 

0 

1 

0 

0 

0 

(1) 

0 

2 

1 

90 

153 

27 

6 

0 

276 

5 

7 

0 

22 

9 

28 

71 

Shareholders  ’  equity 

Called up share capital 

Retained earnings 

Capital and reserves 

Total equity and liabilities 

2 

203 

205 

275 

0 

0 

0 

1 

2 

203 

205 

276 
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Table 3: Composition of regulatory capital 

This table shows the composition of Alcentra’s regulatory Own Funds, including all regulatory adjustments 

and a comparison to the prior year at 31 December 2016. 

Own Funds (£m) 31 December 2016 31 December 2015 

Common Equity Tier 1 (CET1) 

Capital Instruments 2 2 

Retained Earnings 203 174 

Reserves and others 0 0 

CET1 Adjustments 0 0 

Total CET1 205 176 

Additional Tier 1 Capital (AT1) 

Total AT1 0 0 

Total Tier 1 Capital 205 176 

Tier 2 Capital (T2) 

Total T2 Capital 0 0 

Total Own Funds 205 176 

Table 4: Transitional own funds 

The table below shows the transitional own funds disclosure at 31 December, 2016. 

Amount at 
Subject to pre-CRR 

Equity Instruments, Reserves and Regulatory Adjustments (£m) disclosure 
date 

treatment or 
prescribed residual 

amount of CRR 

CET1 capital: Instruments and Reserves 

Capital instruments and the related share premium accounts 2 

of which: ordinary shares 2 

Retained earnings 203 

Accumulated other comprehensive income (and other reserves, to include 
unrealised gains and losses under the applicable accounting standards) 

0 

CET1 capital before regulatory adjustments 205 0 

CET1 capital: regulatory adjustments 

Direct and indirect holdings by the institution of the CET1 instruments of 
financial sector entities where the institution does not have a significant 0 
investment in those entities 

Total regulatory adjustments to CET1 0 

CET1 capital 205 

AT1 capital 0 
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Equity Instruments, Reserves and Regulatory Adjustments (£m) 
(continued) 

Amount at 
disclosure 

date 

Subject to pre-CRR 
treatment or 

prescribed residual 
amount of CRR 

Tier 1 capital 205 

Tier 2 (T2) capital: Instruments and provisions 

Total regulatory adjustments to T2 capital 0 

T2 capital 0 

Total capital 205 

Total risk weighted assets 355 

Capital ratios and buffers 

CET1 (as a percentage of risk exposure amount) 57.7% 

T1 (as a percentage of risk exposure amount) 57.7% 

Total capital (as a percentage of risk exposure amount) 57.7% 

Amounts below the thresholds for deduction (before risk weighting) 

Deferred tax assets arising from temporary differences (amount below 10% 
threshold, net of related tax liability where the conditions in Article 38 (3) are 0 
met) 

Table 5: Common tier 1 and additional tier 1 instruments and tier 2 instruments 

This table provides a description of the main features of regulatory instruments issued and included as 

either tier 1 or tier 2 capital in Table 2 at 31 December, 2016. 

Page 13 of 59 

Capital instruments main features (1) Amount 

Issuer Alcentra Limited 

Governing law(s) of the instrument Law of England and Wales 

Regulatory treatment 

Post-transitional CRR rules Common Equity Tier 1 

Eligible at solo/(sub-)consolidated/solo & (sub-) consolidated Solo 

Instrument type Ordinary shares 

Amount recognised in regulatory capital £1.7 million 

Nominal amount of instrument £1.7 million 

Issue price £1 

Accounting classification  Shareholders’  equity 
Original date of issuance 12 August 1994 

Perpetual or dated Perpetual 

Original maturity date No maturity 

Issuer call subject to prior supervisory approval No 
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Capital instruments main features (1) (continued) Amount 

Coupons/dividends 

Existence of a dividend stopper No 

Fully discretionary, partially discretionary or mandatory (in terms of timing) Fully discretionary 

Fully discretionary, partially discretionary or mandatory (in terms of amount) Fully discretionary 

Existence of step up or other incentive to redeem No 

Convertible or non-convertible Non-convertible 

Write-down features No 

Note (1): this table is based on Annex II of ITS Regulation (EU) No. 1423/2013. Some ‘not applicable’ lines have been omitted. 
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3 Capital Requirements 

Alcentra’s capital plan aims to ensure that it holds an appropriate amount of capital to support its business 
model, allowing for growth and orderly contraction over the life cycle of the business, given a range of 
plausible but severe stress scenarios. Potential capital shortfalls are identified over a 5-year period and 
capital plans adjusted accordingly. The plan is reflective of Alcentra’s risk appetite, which details a 
commitment to a strong balance sheet characterised by strong liquidity, superior asse t quality and a 
capital structure which supports the risk taking activities and has the ability to absorb losses. 

The plan is developed with input from Finance and the business lines. 

Incorporating the projected earnings based on its business plan, Alcentr a generates a 5-year forecast, 
which forms the base foundation for financial modeling and stress testing used as part of the ICAAP 
process. 

The capital plan effectively incorporates a viewof Alcentra’s current business model, the risks associated 
with that model, and an assessment of how those risks contribute to the amount of capital required, as per 
internal and external regulatory criteria. 

3.1 Calculating Capital Requirements 

CRD IV allows for different approaches to the calculation of capital requirements. Alcentra uses the 
standardised approach where risk weights are based on the exposure class to which the exposure is 
assigned and its credit quality. These risk weights used to assess requirements against credit exposures 
are consistent across the industry. The standardised approach is used for calculating the risk weights 
assigned to each risk component including credit risk, counterparty credit risk, market risk and operational 
risk. 

Alcentra is classified for regulatory and capital purposes as a limited licence firm. Therefore in accordance 
with FCA requirement, the company’s Pillar I capital requirement is the greater of the company’s fixed 
overhead requirement (FOR) or the sum of credit risk and market risk capital requirements. Alcentra’s f ixed 
overhead requirement is significantly less than the sum of credit and market risk requirements. 

As at December 31, 2016, the fixed overheads requirement for Alcentra was £5.5m. The FOR has been 
calculated as equal to one quarter of the fixed expenditure of the company less allowable deductions. 

Table 6: Capital requirements 

This table shows the consolidated risk weighted assets using the standardised approach and their 

respective capital requirements. 

Type of Risk (£m) 
Risk Exposure Amount Capital Requirements 

31-Dec-16 31-Dec-15 31-Dec-16 31-Dec-15 

Credit risk SA* 66 102 5 8 

Counterparty Credit risk 0 0 0 0 

Securitisation risk in the banking book SA* 276 187 22 15 

Market risk SA* 13 10 1 1 

of which: Foreign Exchange Position risk 13 10 1 1 

 Credit Valuation Adjustment – Standardised method 0 0 0 0 

Total 355 299 28 24 

Total capital 205 176 

Surplus capital 177 152 

* SA: standardised approach 

Page 15 of 59 



~ .. .,,,,. 
BNY MELLON 

Alcentra Asset Management Limited Pillar 3 Disclosure 

Alcentra meets or exceeds the minimum capital ratios required to maintain a well-capitalised status and to 
ensure compliance with regulatory requirements at all times. Alcentra sets internal capital target levels 
higher than the minimum regulatory requirements to ensure there is a buffer, which reflects balance sheet 
volatility. These ratios have been determined to be appropriate, sustainable and consistent with the capital 
objectives, business model, risk appetite and capital plan. 
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4 Risk Management Objectives and Policies 

4.1 Risk Objectives 

Given the critical role that BNY Mellon plays supporting clients and its status as a Global Systemically 
Important Financial Institution (G-SIFI), the financial stability of all of its constituent legal entities, 
throughout market cycles and especially during periods of market turbulence, is recognised at a 
corporation level as an imperative. Clients and market participants need to have confidence that the 
corporations many legal entities will remain strong and continue to deliver operational excellence and 
maintain an uninterrupted service during periods of volatility. Therefore Alcentra and BNY Mellon 
Corporation as a whole, is committed to maintaining a strong balance sheet and as a strategic position 
assumes less risk than many financial services companies. 

Alcentra maintains a risk profile, which is cautious in nature and remains cognisant of the risk/reward 
trade off. Investors in the funds managed by Alcentra are typically institutional clients such as pension 
funds and insurance companies, seeking exposure to credit and debt instruments. Alcentra has a 
comprehensive risk policy and due diligence process, the objective of which is to enable Alcentra to act as 
an investment manager to those funds with solid infrastructure, high integrity and operational strength, 
using consistent and repeatable investment processes. 

Alcentra’s principal activity is providing investment management services to its clients. Third party service 
providers administer the funds that, in some instances, can be a company within the Bank of New York 
Mellon Corporation. 

The identification, measurement, monitoring and management of risk are essential elements for the 
success of operations undertaken by Alcentra, specifically: 

The Board recognises that defining a risk appetite must consider the views of a number of different 
stakeholders while accounting for business strategy and risk profile 

The Board sees embedding the risk appetite into the business strategy as essential 

The Board recognises that it cannot mitigate all risks. The risk framework includes standard risk 
management self-assessment tools that take into account loss history and stress testing to measure 
and monitor whether or not risk controls in place continue to remain effective 

The Board will seek input from its own and group wide risk committees on a regular basis in its 
reassessment of appetite and sources of major risks 

The Board adopts a prudent appetite to all elements of risk to which Alcentra is exposed. 

4.2 Risk Governance 

The Bank of New York Mellon Corporation structures risk oversight and management to cover regional 
level, legal entity and lines of business (LOB). A formal governance hierarchy is in place to ensure that all 
areas of the business can effectively escalate issues through the regional and global structure. 

Governance of Alcentra is carried out through a regular meeting of the Board of Directors (BoD). The BoD 
consists of both Executive and Non-Executive members as listed below (see section 4.2.1). The BoD is 
responsible for effective and prudent management and periodically assesses governance arrangements 
with a view to correcting deficiencies. Members of the BoD are selected based on relevant industry 
knowledge, skills and expertise to achieve this aim. Alcentra recognises the need for diversity in its 
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recruitment policy. Alcentra is a subsidiary of the Bank of New York Mellon and complies with the group’s 
policies on Diversity and Inclusion. This policy emphasizes a broad set of qualities and competency to be 
considers when recruiting. 

The Alcentra BoD are responsible for the ongoing success and development of the Alcentra business. 
Objectives are set by the BoD and are denoted in the Boards Terms of Reference document. The day-to-
day decision-making is the responsibility of the executive directors of Alcentra. 

Governance of Alcentra is distinct from the governance of the investment funds for which Alcentra is 
appointed as investment manager. The fund Boards are responsible for monitoring the performance of 
Alcentra as an investment manager. The clear segregation of responsibility for the governance of Alcentra 
as a business entity and the fiduciary responsibility for the funds managed by Alcentra ensures that 
potential conflicts are managed and that the responsibilities of each Board are clear and distinct. 

The Risk and Compliance Committee meets on a quarterly basis and comprises Alcentra Directors, 
several senior members of staff at Alcentra, the Risk Manager and regional representatives from BNYM 
IM Risk and Compliance. The committee focus is the assessment and evaluation of all business risk. The 
Risk and Compliance Committee is responsible for the escalation of issues to the BoD. To ensure the 
Committee remains independent no portfolio manager sits on the Committee. 

The BoD are satisfied that it has in place adequate risk management systems in relation to the firms or file 
and strategy. 

4.2.1 Board of Directors 

The main duty and responsibility of the BoD is to define the strategy of Alcentra and to supervise the 
management of Alcentra. Whilst acting autonomously and in accordance with its legal and regulatory 
requirements, the Board aligns Alcentra’s strategy to that of its primary shareholder. The Board has 
overall responsibility for the establishment and maintenance of Alcentra’s risk appetite framework and for 
the approval of the risk appetite statement, which is developed in collaboration with the Chief Executive 
Officer (CEO), Head of Risk and Compliance and Chief Financial Officer (CFO). The Board must ensure 
that strategic and business plans are consistent with the approved risk appetite. The Board also has 
responsibility for: 

Holding the CEO accountable for the integrity of the risk appetite framework 

Seeking independent assessment, if deemed necessary, of the integrity and robustness of the risk 
appetite framework by reference to stakeholder expectations 

Understanding howstrategic decisions alter the risk profile, and whether the strategic change would 
cause the risk appetite to be exceeded 

The Board meets at least quarterly and the directors who served during the year were: 

Name Position Nationality 
Number of 
directorships held 

Position 

D Forbes-Nixon Director British 3 Chairman and Chief Executive Officer 

D Fabian Director British 5 Chief Financial Officer 

G Brisk Director British 55* Head of Governance, BNYM IM 

A Golding Director British 10 Non-executive Director 

A Eilon Director British 11 Non-executive Director 
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* In accordance with Article 91(4a) of Directive 2013/36/EU, executive or non-executive directorships held within the same group 

shall count as a single directorship. 

Note: R Bennett resigned on 1 March 2016 and J Algar resigned on 3 August 2016. 

The Board is responsible for both the management and the oversight of risks together with the quality and 

effectiveness of internal controls but has delegated risk management oversight to general management, 

supported by the risk management committees. The Board is responsible for reviewing, challenging and 

approving all risk management processes including risk identification and assessment, stress testing and 

capital adequacy. The various control functions provide further support for the management of risk within 

the business. 

Although the Company is a stand-alone  business,  as a  subsidiary of  a  larger  group  the  Company’s  board  
members and Chief Compliance Officer also have the following reporting lines into BNY Mellon: 

David Forbes-Nixon, CEO, reports into Mitchell Harris, President of BNY Mellon Investment 

Management 

James Algar, Global Head of Risk and Compliance, reports into Chris Rexworthy, EMEA Head of 

Risk and Compliance, BNY Mellon Investment Management 

Daniel Fabian, CFO, has a dotted line into the CFO of BNY Mellon Investment Management 

Although continually monitored, there have been no significant changes in the Company’s risk forums and 
risk management operating practices and procedures. 

4.3 Risk Management Framework 

Alcentra’s risk management framework provides integrated forward-looking risk assessment, 
management information reporting, risk appetite and capital adequacy process consistency. The 
framework helps ensure that all material risks in each business line are defined, understood, and 
effectively managed using well-designed policies and controls. Suitable policies and procedures have 
been adopted by Alcentra in order to ensure an appropriate level of risk management is directed at the 
relevant element of the business. 

Alcentra’s risk management framework is designed to: 

Ensure that risks are identified, managed, mitigated, monitored and reported 

Define and communicate the types and amount of risks to take 

Ensure that risk-taking activities are consistent with the risk appetite 

Monitor emerging risks and ensure they are weighed against the risk appetite 

Promote a strong risk management culture that considers risk-adjusted performance 

In line with global policy, Alcentra has adopted the ‘Three Lines of Defence’ model in deploying its risk 
management framework (figure 2 below). The first line of defence (1LOD) is the business or, in some 
cases, business partner level. The business takes and owns the risk associated with activities, and it 
manages the risks and the related control processes and procedures on an operational basis. The r isk 
management and compliance functions are the second line of defence (2LOD) and own the enterprise -
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wide risk management framework and provide independent oversight of the 1LOD, ensuring that policies 
are adhered to and challenged. This also includes corporate security, business continuity, financial 
management and analysis within Finance. The third line of defence (3LOD) is Internal Audit, which 
independently provides the Alcentra Board and senior management with the assurance that the 
governance structures, risk management and internal controls in place are effective. 

Figure 2: Managing Three Lines of Defence 

          

      

3rd 

Internal 
Audit 

2nc1 
Risk and 

Compliance 

1a1 
Businesses/Legal 

Entitles 

BNY Mellon's 
Assets, 

Brand and 
Reputation 

3RD INTERNAL AUDIT 

- Independent from first tw o lines of defence 

- Conducts risk-based audits 

- Reports on the company’s effectiveness in identifying and controlling risks 

2ND RISK AND COMPLIANCE 

- Independent oversight and monitoring 

- Consistent corporate level policies and standards 

- Reliable and timely enterprise-w ide reporting 

- Issues escalated in a timely fashion 

- Includes Corporate Security, Business Continuity, Financial Management 

and Analysis w ithin Finance, HR and Legal 

1ST BUSINESSES/LEGAL ENTITIES 

- Ow n risks associated activities 

- Each employee understands and manages the risks inherent in their jobs 

- Controls and sound business level policies are in place 

- Operate w ithin their “Risk Appetite” 
- Issues escalated in a timely manner 

- Includes risks ow ned primarily by business partners 

The risk management function monitors and identifies emerging risks with a forward-looking approach. It 

provides risk management information reporting to the Alcentra Board and governance committees, and 

contributes to a “no surprise” risk culture. It aligns closely with Compliance (2LOD) and Internal Audit 
(3LOD) plus Finance (as 1LOD control functions). It independently educates staff, promotes risk 

awareness and continually makes improvements, whilst monitoring progress against defined success 

criteria for improving the effectiveness of the risk function. 

Alcentra’s Board adopts a prudent appetite to all elements of risk to which it and its subsidiaries are 
exposed. Business activities will be managed and controlled in a manner consistent with the Board’s 

stated tolerances using defined quantitative and qualitative measurements. 

The Board has sought to establish a clear set of tolerances for its business and has articulated its appetite 

through a series of statements and metrics. 

The risk management tools include the reporting and monitoring of top risks, risk and control self -

assessment, key risk indicators, reporting of operational risk events, information on credit risk, market risk, 

and liquidity risk profiles. Stress testing is used to analyse a range of appropriate scenarios of varying 

nature, severity and duration relevant to the Alcentra risk profile. A range of forward -looking stress test 

scenarios are considered and undertaken on a quarterly basis. 

Alcentra’s risk profile is recorded through a number of risk assessment tools, further explained below. 

4.4 Top Risk Register 

The top risk register is created using risk data extrapolated from business risk and control self -
assessments, and consultation with business heads. Detailed risk mitigation plans for top risks are owned 
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and maintained by risk and action owners and these plans are also made available to the BNY EMEA 
Investment Management Risk Management for oversight and challenge. The risk register is a living 
document and is updated regularly, and at least annually. 

4.5 Risk Appetite 

BNY Mellon defines risk appetite as the maximum level of risk it is normally willing to accept while 

pursuing the interests of major stakeholders, including clients, shareholders, employees and regulators 

i.e. it considers the balance between risk and reward aligning the strategic goals and the ov erall r isk. At 

entity level it is linked to the strategic direction set by senior management and is approved by the Alcentra 

Board. 

Alcentra’s Risk Appetite Statement is owned and approved by the Board. It describes the level of risk that 
the Board is willing to accept in its strategy and business activities, given its business objectives and 

obligations. The statement applies to all subsidiaries and is reviewed at least annually or when the 

Company’s risk profile changes. 

Alcentra uses a variety of metrics to measure and monitor its risk taking activities relative to its risk 

appetite. Capital represents one of the core elements of the risk appetite. Articulating risk appetite through 

its metrics aids important decision-making by determining actions such as pursuing new products and 

enterprises, exiting businesses, and aligning resources to maximise potential gains given acceptable 

levels of risk. 

Thresholds are established to measure the performance of the business against its risk appetite. The 

metrics are actively monitored, managed and mitigated through both the Alcentra risk management 

committee and the BNYM EMEA Investment Management Risk Committee (IMRC), to ensure that the 

performance of business activities remains within risk tolerance levels. Where residual risks remain (which 

are within Alcentra’s risk appetite), Alcentra will allocate capital as provision against potential financial 
loss. 

4.6 Risk and Control Self-Assessment 

Business lines use Risk and Control Self-Assessment (RCSA) to identify risks associated with their key 
business processes and to complete a detailed assessment of the risk and associated controls. RCSA 
control gaps and action plans form part of the standard risk management report to the Alcentra risk 
management committee and the IMRC which ensures that, although the RCSA process is owned by the 
line of business in conjunction with risk management, the IMRC has oversight of risk to the business and 
of the key exception items relating to Alcentra on an on-going basis. 

4.7 Key Risk Indicators 

Business lines use Key Risk Indicators (KRIs) to evaluate control effectiveness and residual risk within a 
business process. Material risks are monitored using appropriate KRIs. Alcentra utilise the corporate-wide 
KRI process to monitor the extent to which the probability of the high inherent risks materialising is 
changing and to ensure that appropriate actions are being taken. KRI reporting and monitoring is 
performed monthly at a minimum using a Red/Amber/Green rating. 

4.8 Emerging Risk Impact and Priority 

Risks are prioritised by key representatives from Alcentra according to the assessment of the inherent 
risk, quality of controls in place to mitigate risk and reduce the likelihood of each residual r isk. Risks are 
prioritised as ‘High,’ ‘Moderate to High,’ ‘Moderate,’ ‘Moderate to Low’ and ‘Low’ with direction anticipated. 

Page 21 of 59 



             

             
         

          
          

        

   

~ .. .,,,,. 
BNY MELLON 

Alcentra Asset Management Limited Pillar 3 Disclosure 

The top risks assessed form part of the Risk Management and Board reporting. Emerging and high 
priority risks are also reported to the IMRC. 

4.9 Operational Risk Events 

All operational losses and fortuitous gains are recorded locally by Alcentra with those exceeding $10k 
additionally recorded in the risk management platform, completeness being verified by reconciliation to the 
general ledger. Risk events are categorised and reported to the IMRC monthly. 

4.10 Credit Risk 

Credit risk is the risk of default from counterparties or clients for deposits, loans, commitments, securities 
and other assets where the realisation of the value of the asset is dependent on its ability to perform. 

Credit risk within Alcentra arises due to exposure to receivables from funds (institutional clients) to which 
Alcentra provides discretionary investment management or advisory services and to seed capital 
investments in CLO tranches. 

4.11 Market Risk 

Market risk is the risk to a firm’s financial condition arising as a result of adverse movements in the 
markets, such as foreign currency exchange rates. The only source of market risk facing Alcentra was 
from foreign exchange exposure resulting from the retranslation of our non-functional currency balances 
held on our balance sheet. There is no trading book risk. 

4.12 Top Risks 

Top risks are identified through high-level assessment undertaken with the Alcentra Board and the risk 
management committee according to the assessment of the inherent risk, quality of controls in place to 
mitigate risk and likelihood to identify residual risk. Top risks are rated as ‘High,’ ‘Moderate to High,’ 
‘Moderate,’ ‘Moderate to Low’ and ‘Low’ with direction anticipated. The top risks assessed form part of the 
Risk Management Committee and Board meetings reporting. Top risks are also reported into the IMRC. 
Alcentra’s risk profile is recorded through a number of risk assessment tools and the risk management 
team prepares and updates the top risk assessment which is reviewed and approved by Alcentra’s Board. 

4.13 Stress Testing 

Alcentra performs stress testing to monitor and quantify risk and capital and ascertain that it holds 
sufficient capital resources against risks on a forward-looking basis. The process reflects stressed 
scenarios that identify an appropriate range of adverse circumstances of varying nature, severity and 
duration relevant to Alcentra’s risk profile. Alcentra’s stress testing process conclusion is a statement of 
the future risk(s) that the business faces, control improvements to mitigate the impact should a r isk ar ise 
and, where appropriate, a recommendation to hold capital against each risk type. 

Scenarios are derived from current, emerging, and plausible future risks and strategy that are reviewed, 
discussed and agreed by Alcentra’s risk management and Board. 

4.14 Escalation of Risks and Issues 

A robust framework exists for monitoring and escalation of issues and risks. If a material risk issue occurs, 
the EMEA Governance Guide for reporting and escalation of material issues and risks is followed. 
Business management is required to notify senior management, which includes Alcentra Board members, 
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soon after determination. Risk management is responsible for supporting the business lines in achieving 
the following: 

Identifying and documenting all material risks, assessing the effectiveness of control design, and 

ensuring that control gaps are closed 

Developing and implementing standards and policies appropriate for the business that conform to the 

principles and guidelines established by Risk 

Elevating, reporting and investigating operating errors, losses and near misses, identifying root causes 

and implementing corrective actions 

Reviewing key indicators for coverage and effectiveness, identifying root causes for red and amber 

conditions and ensuring implementation of corrective actions 

Approving the process to accept new business, including ‘Request for Proposal’ preparation, contract 
acceptance and compliance, and challenging whether Alcentra is being compensated appropriately for 

the assumption of risk 

Reviewing the impact of changes in business processes on inherent risks and controls such as 

reorganisations, newproducts or processes, system conversions and acquisitions, etc. 

Ensuring that processes, risks and controls are continually reassessed for appropriateness and 

completeness 

Management information is used to monitor the performance of the transaction processing and support 
services including specific risk exposures (e.g. cash and securities reconciliation breaks) and 
red/amber/green ratings in respect of the health of the operational functions. 

4.15 Recovery and Resolution Planning (RRP) 

Alcentra forms part of Asset Management, a core business line of BNY Mellon for the purposes of its 

global Recovery and Resolution Planning. BNY Mellon submits its Recovery and Resolution Plans 

annually to its US regulators. Further, as an indirect subsidiary of The Bank of New York Mellon 

Corporation, Alcentra is included within BNY Mellon's Single Point of Entry Resolution Strategy. For more 

information, please refer to the public section of BNY Mellon's 2017 Resolution Plan, available on the 

FDIC website. 
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5 Credit Risk 

5.1 Definition and Identification 

Credit risk is defined as the risk that an obligor will fail to repay a loan or otherwise meet a contractual 
obligation as and when it falls due. 

Credit risk within Alcentra arises because of exposure to receivables from funds (institutional clients) to 
which Alcentra provides discretionary investment management or advisory services and to seed capital 
investments in CLO tranches. 

5.2 Credit Risk Management Framework 

The Finance Team in conjunction with the Global Operations team monitors Alcentra’s exposure to 
management fee receivables on a day-to-day basis. Management fees are embedded in Global 
Operations procedures relating to oversight of the various fund’s waterfall payments on an ongoi ng basis. 
Fees are tracked and if the risk of non-payment is identified this is immediately escalated to the Finance 
Team. 

In relation to inter-company credit risk, Alcentra’s finance team is responsible for and controls all Alcentra 
Group inter-company lending/borrowing. Although Alcentra Limited has lent a large amount of cash to 
other Group entities, the net assets of the Alcentra Group are greater than the inter -company borrowings 
and hence will remain solvent even in the extreme event of all inter -company borrowings being written off. 

Since July 2013 due to the ECB rules affecting CLO managers, Alcentra is required to invest 5% of the 
total CLO fund size as either a vertical or horizontal strip of the underlying notes. As a result of the lower 
risk associated with a vertical strip (c.80% of the investment will be in BBB rated paper and above) 
Alcentra has opted for this option to satisfy the ECB rules. Investing in CLOs has resulted in an additional 
credit risk exposure. 

5.3 Analysis of Credit Risk 

Credit risk (including metrics, breaches, and output) is effectively managed in a number of ways: 

The metrics supporting the management of credit risk are monitored on a monthly basis and reported to 
senior management. Throughout 2016, no breaches were reported for Alcentra. 

5.4 Monitoring and Reporting 

Credit risk exposure is computed under the standardised approach which uses external credit assessment 
institution ratings and supervisory risk weights supplied by external credit assessment agencies. The 
following credit risk exposure tables summarise the credit exposure for Alcentra in accordance with the 
CRD IV requirements. 

The definitions below are used in the following tables: 
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Exposure at Default (EAD) is defined as the amount expected to be outstanding, after any Credit 
Risk Mitigation, if and when a counterparty defaults. Exposure reflects drawn balances as well as 
allowance for undrawn amounts of commitments and contingent exposures over a one-year time 
horizon. As such, exposure in this context may differ from statutory IFRS accounting balance sheet 
carrying values 

Credit Conversion Factor (CCF) converts the amount of a free credit line and other off-balance-
sheet transactions (with the exception of derivatives) to an EAD amount. This function is used to 
calculate the exposure at default 

Credit Risk Mitigation (CRM) is defined as a technique to reduce the credit risk associated with an 
exposure by application of credit risk mitigants such as collateral, guarantees and credit protection 

Geographic area is based on the continental location for the counterparty 

Residual maturity is defined as the period outstanding from the reporting date to the maturity or end 
date of an exposure 

Table 7: Standardised credit exposure by exposure class 

The following tables show the credit risk post CRM techniques using the standardised approach by 

exposure class at 31 December 2016. 

Exposure Class (£m) Net value at the end of the period Average net value over the period 

Corporates 

Institutions 

Other items 

29 

91 

3 

72 

37 

2 

Total 123 111 

Table 8: Securitisation exposure as sponsor 

This table shows securitisation exposure as sponsor using the standardised approach by risk weight. 

Securitisation exposures 
(£m) 31-Dec-16 

Exposure 

31-Dec-15 

Risk weight amount 

31-Dec-16 31-Dec-15 

Capital requirement 

31-Dec-16 31-Dec-15 

20% 94 69 19 14 2 1 

50% 8 6 4 3 0 0 

100% 27 5 27 5 2 0 

350% 8 6 28 21 2 2 

1250% 16 12 198 144 16 12 

Total 153 98 276 187 22 15 

Table 9: Standardised credit exposure by country 

This table shows post CRM exposure by class and by geographic area of the counterparty. 
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31 December 2016 (£m) UK US Luxembourg Netherlands Other Total 

Corporates 

Institutions 

Other items 

1 

90 

2 

4 

1 

0 

14 

0 

0 

10 

0 

0 

0 

0 

1 

29 

91 

3 

Total 93 5 14 10 1 123 

31 December 2015 (£m) UK US Luxembourg Netherlands Other Total 

Corporates 

Institutions 

Other items 

8 

97 

5 

3 

0 

0 

7 

0 

0 

9 

0 

1 

0 

0 

1 

27 

97 

7 

Total 110 3 7 10 1 131 

Table 10: Standardised post mitigated credit exposures by counterparty type 

This table shows the credit exposure post CRM classified by class and by counterparty type. 

31 December 2016 (£m) 
General 

governments 
Credit Other financial 

institutions corporations 
Various balance 

sheet Items 
Total 

Corporates 0 0 29 0 29 

Institutions 0 91 0 0 91 

Other items 0 0 0 3 3 

Total 0 91 29 3 123 

Table 11: Standardised credit exposure by residual maturity 

This table shows exposure post credit risk mitigation, classified by credit exposure class and residual 

maturity. 

31 December 2016 (£m) On demand 
Less than 1 

year 
Less then 5 

years 
No stated 
maturity 

Total 

Corporates 

Institutions 

Other 

4 

91 

0 

25 

0 

1 

0 

0 

2 

0 

0 

0 

29 

91 

3 

Total 95 26 2 0 123 

5.5 Analysis of Past Due and Impaired Exposures 

An aspect of credit risk management relates to problem debt management, which entails early problem 
identification through to litigation and recovery of cash where there is no realistic potential for 
rehabilitation. 
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The following tables provide an analysis of past due and impaired exposures using the following 
definitions: 

Past due exposure is when a counterparty has failed to make a payment when contractually due 

Impaired exposure is when the entity does not expect to collect all the contractual cash flows when 
they are due 

Impairment provision is where there is objective evidence that events have detrimentally affected 
the expected cash flows of an asset or a portfolio of assets. The impairment loss is the difference 
between the carrying value of the asset and the present value of its estimated future cash flows and 
recorded as a charge to the profit and loss account and against the carrying amount of the impaired 
asset. An impairment provision may be either specific or generally assessed 

As at 31 December 2016, Alcentra had no material impaired assets for which a specific or general 
provision was required. There were no material assets past due greater than 90 days. Alcentra did not 
incur any material write-offs of bad debts or make any recovery of amounts previously written off during 
the year. 

Table 12: Credit quality of exposures by counterparty type 

This table provides a comprehensive picture of the credit quality of on- and off-balance sheet exposures. 

Counterparty type at 
31 December 2016 
(£m) 

Exposures Credit risk adjustments 
Accumulated 

write-offs 

Credit risk 
adjustment 
charges of 
the period 

Net 
values Non-

Defaulted 
defaulted 

Specific General 

Credit institutions 0 91 0 0 0 0 91 

Other financial 
corporations 

0 29 0 0 0 0 29 

Various Balance Sheet 
Items 

0 3 0 0 0 0 3 

Total 0 123 0 0 0 0 123 

Counterparty type at 
31 December 2015 
(£m) 

Exposures Credit risk adjustments 
Accumulated 

write-offs 

Credit risk 
adjustment 
charges of 
the period 

Net 
values Non-

Defaulted 
defaulted 

Specific General 

Credit institutions 0 97 0 0 0 0 97 

Other financial 
corporations 

0 27 0 0 0 0 27 

Various Balance Sheet 
Items 

0 7 0 0 0 0 7 

Total 0 131 0 0 0 0 131 

Table 13: Credit quality of exposures by industry 

This table shows the credit quality of exposures by industry type. 
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Industry type at 
31 December 2016 
(£m) 

Exposures Credit risk adjustments Credit risk 
Accumulated adjustment 

write-offs charges of 
the period 

Net 
values Non-

Defaulted 
defaulted 

Specific General 

Financial and 
insurance activities 

0 120 0 0 0 0 120 

Other services 0 3 0 0 0 0 3 

Total 0 123 0 0 0 0 123 

Industry type at 
31 December 2015 
(£m) 

Exposures Credit risk adjustments Credit risk 
Accumulated adjustment 

write-offs charges of 
the period 

Net 
values Non-

Defaulted 
defaulted 

Specific General 

Financial and 
insurance activities 

0 126 0 0 0 0 126 

Other services 0 5 0 0 0 0 5 

Total 0 131 0 0 0 0 131 

Table 14: Credit quality of exposures by geographical breakdown 

This table shows an analysis of past due, impaired exposures and allowances by country using the IFRS 
methodology. 

Counterparty type at 
31 December 2016 
(£m) 

Exposures Credit risk adjustments 

Non-
Defaulted Specific General 

defaulted 

Accumulated 
write-offs 

Credit risk 
adjustment 
charges of 
the period 

Net 
values 

UK 0 93 0 0 0 0 93 

US 0 5 0 0 0 0 5 

Luxembourg 0 14 0 0 0 0 14 

Netherlands 0 10 0 0 0 0 10 

Other 0 1 0 0 0 0 1 

Total 0 123 0 0 0 0 123 

Counterparty type at 
31 December 2015 
(£m) 

Exposures Credit risk adjustments 

Non-
Defaulted Specific General 

defaulted 

Accumulated 
write-offs 

Credit risk 
adjustment 
charges of 
the period 

Net 
values 

UK 0 110 0 0 0 0 110 

US 0 3 0 0 0 0 3 

Luxembourg 0 7 0 0 0 0 7 

Netherlands 0 10 0 0 0 0 10 

Other 0 1 0 0 0 0 1 
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Total 0 131 0 0 0 0 131 

6 Credit Risk Mitigation 

Alcentra manages credit risk through a variety of credit risk mitigation strategies including collateral and 

master agreements and netting arrangements. 

6.1 Netting 

International Swaps and Derivatives Association (ISDA) Master Agreements and netting are used to 
mitigate counterparty credit risk. The ISDA Agreement incorporates schedules that allow the contracting 
parties to customise the terms and conditions to their mutual satisfaction to cover termina tion events, 
netting arrangements, security and other matters. 

Netting may take two different forms, close-out netting and settlement netting. Close-out netting refers to 
an agreement between Alcentra and a counterparty that, in the event of a default, the non-defaulting party 
can require that: 

All open derivative contracts be marked-to-market and summed 

A single net payment will be made as final settlement to whichever party holds the overall profit from 
the contracts 

Collateral be liquidated (if held) 

Settlement netting requires that all foreign exchange obligations payable on the same settlement date, be 
netted to produce a single payment obligation for each currency traded. 

6.2 Collateral Valuation and Management 

Alcentra can receive collateral from a counterparty which can include guarantees, cash and both equity 
and debt securities, and has the ability to call on this collateral in the event of a default by the 
counterparty. 

Collateral amounts are adjusted on a daily basis to reflect market activity to ensure they continue to 
achieve an appropriate mitigation of risk value. Securities are marked-to-market daily and haircuts are 
applied to protect Alcentra in the event of the value of the collateral suddenly reducing in value due to 
adverse market conditions. Customer agreements can include requirements for the provision of additional 
collateral should valuations decline. 

6.3 Wrong-way Risk 

Alcentra takes particular care to ensure that wrong-way risk between collateral and exposures does not 
exist. Wrong-way risk results when the exposure to the counterparty increases when the counterparty’s 
credit quality deteriorates. 
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Credit risk concentration results from exposures to a single counterparty, borrower or group of connected 
counterparties or borrowers. Credit risk mitigation taken by Alcentra may result in increased exposure to 
this type of risk which includes on and off-balance sheet (i.e. guarantees) concentration risk. 

Credit risk concentration originates mostly through Alcentra’s corporate banking activities. Alcentra has an 
appetite to place only with institutions having an internal rating of 7 or above (equivalent to 
Moody’s/S&P/Fitch external rating of A3/A-/A- respectively). This limits the spread but also ensures th at 
exposures are well controlled, managed and less likely to default. Guarantees are treated as an exposure 
against the guarantor institution and managed within this controlled environment. 

The number of counterparties Alcentra is willing to place funds with is limited and hence, concentration 
risk can arise from cash balances placed with a relatively small number of counterparties. To mitigate this, 
exposures are only placed on a very short-term basis, generally overnight (maximum of 180 days), 
ensuring ability to withdraw funds in a timely manner. In addition, to comply with the Large Exposures 
Regime, Treasury Services limit placements to a maximum of €150m (equivalent to £128m). 

Table 15: Credit risk mitigation techniques – overview 

This table shows the extent of credit risk mitigation techniques utilized by Alcentra. 

31 December 2016 (£m) 

Exposures 
unsecured: 

carrying 
amount 

Total 
exposures 

secured 

Exposures 
secured by 

collateral 

Exposures 
secured by 

financial 
guarantees 

Exposures 
secured by 

credit 
derivatives 

Total loans 

Total debt securities 

Total exposures 

Of which defaulted 

90 

0 

90 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Financial and other eligible collateral can include cash, debt securities, equities or gold, and their values 

are taken into account for the purposes of calculating the risk weighted exposure amount of the underlying 

exposure. 

There are no exposures covered by guarantees or credit derivatives at 31 December 2016. Using 

guarantees has the effect of replacing the risk weight of the underling exposure with that of the institution 

providing the credit protection. Guarantors are primarily rated as investment grade. 
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The standardised approach requires Alcentra to use risk assessments prepared by External Credit 
Assessment Institutions (ECAIs) to determine the risk weightings applied to rated counterparties. Alcentra 
uses S&P Global Ratings, Moody’s and Fitch Ratings as its chosen ECAIs. There has been no change to 
these ECAIs during the year. 

Table 16: Mapping of ECAIs credit assessments to credit quality steps 

Alcentra uses Credit Quality Steps (CQS) to calculate the RWAs associated with credit risk exposures. 
Each CQS maps to the ECAIs’ credit assessments. 

This table shows the mapping of Alcentra’s nominated ECAIs’ credit assessments to the CQS. 

Credit quality steps S&P Global Ratings Moody’s Investor Service Fitch Ratings 

1 AAA to AA- Aaa to Aa3 AAA to AA-

2 A+ to A- A1 to A3 A+ to A-

3 BBB+ to BBB- Baa1 to Baa3 BBB+ to BBB-

4 BB+ to BB- Ba1 to Ba3 BB+ to BB-

5 B+ to B- B1 to B3 B+ to B-

6 CCC+ and below Caa1 and below CCC+ and below 

Table 17: Credit quality steps and risk weights 

ECAI risk assessments are used for each exposure class except eligible retail exposures that are 
assigned a risk weight of 75%. In accordance with the regulations, institutions with a residual matur ity of 
three months or less denominated and funded in the national currency of the borrower shall be assigned a 
risk weight different to institutions with a risk weight of more than three months. This distinction is shown 
in the table below. 

Each CQS is associated with a particular risk weighting. 

This table shows the prescribed risk weights associated with the CQS by exposure class. 

Exposure classes CQS 1 CQS 2 CQS 3 CQS 4 CQS 5 CQS 6 

Central governments and central banks 0% 20% 50% 100% 100% 150% 

Covered bonds 10% 20% 20% 50% 50% 100% 

Institutions maturity <= 3 months 20% 20% 20% 50% 50% 150% 

Institutions maturity > 3 months 20% 50% 50% 100% 100% 150% 

Public sector entities 20% 50% 100% 100% 100% 150% 

Unrated institutions 20% 50% 100% 100% 100% 150% 

Corporates 20% 50% 100% 100% 150% 150% 

Collective investment undertakings (CIUs) 20% 50% 100% 100% 150% 150% 

Institutions and corporates with short-term credit 
20% 50% 100% 150% 150% 150% 

assessment 

Securitisation 20% 50% 100% 350% 1250% 1250% 

The risk systems maintain the credit quality step mappings to customers in their database. When 
calculating the risk weighted value of an exposure using the ECAI risk assessments, the system will 
identify the customer, the maturity of the transaction and the relevant credit quality step to determine the 
risk weight percentage. 
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Table 18: Credit risk exposure and Credit Risk Mitigation (CRM) effects 

This table shows the effect of the standardised approach on the calculation of capital requirements. Risk 
weighted exposure amount (RWA) density provides a synthetic metric on the riskiness of each portfolio. 

Exposure classes (£m) 

Corporates 

Institutions 

Other items 

Exposures before CCF and 
CRM 

Balance sheet amount 

On- Off-

29 0 

91 0 

3 0 

Exposures post CCF and 
CRM 

Balance sheet amount 

On- Off-

29 0 

91 0 

3 0 

RWA 

29 

18 

6 

RWA 
density 

100% 

20% 

204% 

Total 123 0 123 0 53 43% 

Table 19: Credit risk exposure by asset class and risk weight post CCF and CRM 

This table shows the breakdown of exposures after the application of both conversion factors and risk 
mitigation techniques. 

Exposure class at 
0% 20% 100% 150% 250% Other Total 

31 December 2016 (£m) 

Corporates 0 0 29 0 0 0 29 

Institutions 0 91 0 0 0 0 91 

Other items 0 0 1 0 2 0 3 

Total 0 91 30 0 2 0 123 

Exposure class at 
0% 20% 100% 150% 250% Other Total 

31 December 2015 (£m) 

Corporates 0 0 27 0 0 0 27 

Institutions 0 97 0 0 0 0 97 

Other items 0 0 2 0 5 0 7 

Total 0 97 29 0 5 0 131 
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Counterparty credit risk is the risk of a counterparty to a contract (recorded in either the trading 

book or non-trading book) defaulting before fulfilment of cash-flow obligations. The size of the 

potential loss could be reduced by the application of netting or collateral agreements with the 

counterparty. 

Concentration risk covers the risk that a high proportion of business volume is represented by a 
disproportionate number of clients. 

Alcentra does business with small number of large clients and high-value underlying investors. 
Concentration in these types of clients carries inherent risk but is in keeping with business 
strategy. However, this risk is mitigated by the cash flows arising within client funds and the ability 
of the manager to receive payment at regular interval from these cash flows. 

Table 20: Analysis of the counterparty credit risk (CCR) exposure by approach 

This table shows a comprehensive viewof the methods used to calculate counterparty credit r isk 
regulatory requirements and the main parameters used within each method. 

Counterparty credit risk (£000s) 

Derivatives - Mark to Market method 31 December 2016 31 December 2015 

Gross positive fair value of contracts 113 467 

Potential future credit exposure 1,336 850 

Netting benefits 0 0 

Net current credit exposure 1,449 1,317 

Collateral held notional value 0 0 

Net derivatives credit exposure 1,449 1,317 

Risk weighted assets 0 0 

SFT - under financial collateral comprehensive method 31 December 2016 31 December 2015 

Net current credit exposure 0 0 

Net SFT credit exposure 0 0 

Risk weighted assets 0 0 

Counterparty credit risk exposure 1,449 1,317 

Note: SFT (Securities Financing Transactions) 

8.1 Credit Valuation Adjustment 

The credit valuation adjustment is the capital charge for potential mark-to-market losses resulting 
from the credit quality deterioration of a counterparty. The standardised approach uses the 
external credit rating of each counterparty and includes the effective maturity and exposure at 
default. 

Alcentra does not have any assets subject to the credit valuation adjustment (CVA) capital 
charge. 
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Table 21: CCR exposures by exposure class and risk weight 

This table shows the breakdown of counterparty credit risk exposures by exposure class and risk 

weight attributed according to the standardised approach. 

31 December 2016 (£000s) 0% 20% 50% 100% 250% Other Total 

Corporates 0 0 0 0 0 0 0 

Institutions 0 1,449 0 0 0 0 1,449 

Other items 0 0 0 0 0 0 0 

Total 0 1,449 0 0 0 0 1,449 

31 December 2015 (£000s) 0% 20% 50% 100% 250% Other Total 

Corporates 0 0 0 0 0 0 0 

Institutions 0 1,317 0 0 0 0 1,317 

Other items 0 0 0 0 0 0 0 

Total 0 1,317 0 0 0 0 1,317 

Table 22: Impact of netting and collateral held on exposure values 

This table provides an overview of the collateral held on exposures. 

31 December 2016 (£000s) 

Derivatives by underlying 

Securities Financing 
Transactions 

Cross-product netting 

Gross positive fair 
value or net 

carrying amount 

1,449 

0 

0 

Netting 
benefits 

0 

0 

0 

Netted 
current credit 

exposure 

1,449 

0 

0 

Collateral 
held 

0 

0 

0 

Net credit 
exposure 

1,449 

0 

0 

Total 1,449 0 1,449 0 1,449 
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Alcentra does not have any encumbered assets due to the nature of its business. The majority of 

assets relate to group balances or investments required to meet regulatory requirements. 

Table 23: Encumbered assets 

31 December 2016 (£m) Encumbered assets Unencumbered assets 

of which of which 
of 

Carrying 
amount 

notionally 
eligible 
EHQLA 

Fair 
value 

notionally 
eligible 
EHQLA 

Carrying 
amount 

of which 
EHQLA 

and 
Fair 

value 

which 
EHQL 
A and 

and 
HQLA 

and 
HQLA 

HQLA 
HQLA 

Assets of the 
reporting institution 

0 0 276 0

Loans on demand 0 0 94 0 

Equity instruments 0 0 32 0 32 0 

Debt securities 0 0 0 0 120 0 120 0 

of which: issued 
by financial 0 0 0 0 120 0 120 0 
corporations 

Other assets 0 0 30 0 

Note: HQLA (High Quality Liquid Assets) / EHQLA (Extremely High Quality Liquid Assets) 
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Market risk is the risk of adverse change to the economic condition of Alcentra resulting from 
variations in prices, rates, implied volatilities, or correlations of market risk factors. Market risk 
factors include but are not limited to interest rates, foreign exchange rates, equity pr ices, credit 
spreads, prepayment rates, and commodity prices. Alcentra’s exposure to market risk arises from 
foreign exchange (FX) risk and non-traded interest rate risk. 

Foreign exchange risk arises from operational flows in foreign currencies as non-UK clients are 
billed in US dollars. A lower amount of market risk also arises as a result of investment in money 
market or other collective investment undertakings. 

Interest rate risk (IRR) is the risk associated with changes in interest rate that affects net interest 
income from interest earning assets and interest paying liabilities. 

Table 24: Market risk – risk weighted assets and capital required 

This table shows components of the capital requirements and risk weighted assets for market risk 
using the standardised approach. 

Position risk components 
at 31 December 2016 (£m) 

Risk weighted assets Capital requirements 

Foreign exchange risk 13 1 

Total 13 1 
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Alcentra has no material assets and liabilities subject to IRR, does not run a trading book and 
seeks to match its interest rate risk on its non-trading book. Its IRR exposure for both on-balance 
sheet and off-balance sheet assets and liabilities mainly arises from movements in domestic and 
foreign interest rate. 

Table 25: Net interest income sensitivity by currency 

This table shows the net interest income sensitivity by Alcentra’s major transactional currencies. 

Currency 
+ 100 basis 

points 
- 100 basis 

points 
+ 100 basis 

points 
- 100 basis 

points 

(000s) 2016 2016 2015 2015 

USD 114 (114) 821 (821) 

EUR 1,138 (1,138) (55) 55 

GBP 6,651 (6,651) (1) 1 

Other currencies 0 0 0 0 

Total 7,903 (7,903) 765 (765) 

As percentage of net interest income 5,898% 5,898% 437% 437% 
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12 Operational Risk 

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people, 
systems, or from external events (including legal risk but excluding strategic and reputation risk). 

Operational risk may arise from errors in transaction processing, breaches of internal control , 
systems and compliance requirements, internal or external fraud, damage to physical assets, 
and/or business disruption due to systems failures or other events. Operational risk can also arise 
from potential legal or regulatory actions as a consequence of non-compliance with regulatory 
requirements, prudent ethical standards or contractual obligations. 

12.1 Operational Risk Management Framework 

As a firm with a limited licence there is no own funds regulatory capital requirement for 
operational risk due to Alcentra, as per CRR Article 95(2)a. 

Alcentra has a robust management oversight infrastructure, which ensure policies and 
procedures are regularly reviewed and updated to reflect the development of the business and 
changes in industry best practice. Nonetheless, as a small business, some reliance is placed on 
manual controls and processes and the skills/capabilities of a small number of employees which 
can give rise to operational risks. Augmenting this are oversight service functions such as 
Compliance, Internal Audit, IT Security and Risk Management of parent companies. 

The Operational Risk Management Framework (ORMF) provides the processes and tools 
necessary to fulfil a strategy of managing risk through a culture of risk awareness, a clear 
governance structure, well defined policies, procedures and reporting and suitable tools for 
reporting and monitoring to effectively identify, manage, mitigate, monitor and report the r isks in 
an organised way to the appropriate governance bodies. 

The ORMF defines roles and responsibilities through the global policy, using the three lines of 
defence model as a foundation. Thus, responsibility for the management of Operational Risk sits 
first and foremost with the business and functions. 

The first line is principally the businesses and business process owners, who are responsible for 
identifying and managing the risks inherent in the products, activities, processes and systems for 
which they are accountable throughout the course of their business activities. 

The second line of defence, the independent Risk Management function, is responsible for 
reviewing and challenging the risks identified, assessed and managed by the first line of defence. 
The Risk Management function is also responsible for building and maintaining the ORMF 
framework and partnering the first line of defence to enable them to embed it. 

The third line of defence is Internal Audit (organizationally independent from both the first and 
second line of defence). A key responsibility of the third line as it pertains to the Operation al Risk 
Management Framework is to opine on the adequacy of the framework and governance process. 

The monitoring and reporting of operational risks occurs within Alcentra and BNY EMEA -region 
risk oversight functions as well as decision-making forums such as new business and risk 
committees. 

In order to continually reduce the likelihood of adverse impacts from operational failures and to 
aid the continued identification, evaluation, mitigation, and re-assessment of risks and controls, 
the activities defined in the ORMF policy are: 
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Identify and understand key business processes and risks 

Design and document controls 

Execute the controls 

Monitor key risk indicators 

Report key risk indicator performance, issues and actions to resolve 

Elevate concerns 

Strengthen controls 

Re-assess and update when necessary 

These activities are prescribed through the operational risk framework, assessment systems and 
related processes, including but not limited to: 

Operational Risk Events (OREs) – A standard for the capture, notification and reporting of 
OREs. The collection of internal loss data provides information for assessing the company’s 
exposure to operational risk. Analysis of loss events provides insight into the root cause and 
information on whether a control weakness is isolated or potentially more systemic 

Risk Control-Self Assessment (RCSA) – A comprehensive process for Alcentra to identify 

risks associated with key business processes, identifying and assessing the quality of 
controls in place to mitigate risk and assigning accountability for the effectiveness of those 
controls in place to mitigate that risk 

Key Risk Indicators (KRIs) – The use of key metrics designed to monitor activities which 
could cause financial loss or reputation damage to the Company. Periodic and consistent 
monitoring of KRIs ensures that deviations from predetermined standards can be identified 

Operational Risk Scenario Analysis - Operational risk scenario analysis is used to forecast 
the most significant operational risks by combining operational risk data with expert 
management judgement. The output from this exercise is one of the key inputs for the 
Operational Loss Modelling 

These are mandated through Operational Risk Polices. Alcentra also uses the group wide system 
of record, the Risk Management Platform (RMP), to facilitate many of these processes. 

Additionally, Alcentra has, in line with the BNYM Operational risk policy a risk appetite statement 
which recognises the inherent nature of operational risk and the reliance on th e ORMF to mitigate 
it. 

Alcentra also maintains a top risk register which captures the most material risks associated with 
the business undertaken and the risk mitigations currently in place. Operational r isk is amongst 
Alcentra’s material risks. The risk register is updated at least annually and following r isk control 
self-assessments. 

Current issues, emerging and top risks, adverse KRIs and OREs (>$10,000) are reported to the 
BNY EMEA Risk Management Committee. Besides the risk management function, other internal 
functions also ensure that processes are in place to support the sound operational risk 
management of the business e.g. Information Risk Management and Business Continuity 
Planning. 
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The leverage ratio by is calculated by dividing tier 1 capital by a total exposure measure which is 
comprised of a defined sum of asset exposure values and off-balance items. Alcentra is an 
IFPRU €50k limited licence firm and, in line with CRR requirements, is not required to disclose its 
leverage ratio. 
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14.1 Governance 

The governance of remuneration matters for BNYM and its group entities, including Alcentra, the 
FCA regulated subsidiary of AAM, is overseen by four committees, each with separate 
responsibilities in respect of remuneration as summarised below: 

Human Resources and Compensation Committee of BNYM (“HRCC”) is responsible for 
overseeing BNYM’s employee compensation and benefits policies and programmes globally. It 
reviews and is responsible for the compensation plans, policies and programs in which the senior 
officers participate and has general oversight for the other incentive, retirement, welfare and 
equity arrangements for all employees globally. The members of the HRCC are non-executive 
members of the BNYM’s Board of Directors, acting on behalf of the BNYM Board of Directors. 

Compensation Oversight Committee of BNYM (“COC”) is responsible for providing formal 
input to the remuneration decision-making process (including through the reviewof remuneration 
policies for BNYM), which includes reviewing and approving both remuneration arrangements 
annually and any significant changes proposed to remuneration arrangements (including 
termination of any arrangement) and advising the HRCC of any remuneration-related issues. The 
members of the COC are members of management of BNYM, including the Chief Human 
Resources Officer, the Chief Risk Officer, the Chief Financial Officer and the Chief Enterprise 
Risk Officer. 

Incentive Compensation Review Committee (“ICRC”) is the coordinating body of senior 
executives responsible for the oversight of the process to evaluate and recommend 
compensation reductions for all employees. These decisions are based on feedback regard ing 
risk, compliance, audit and legal outcomes as well as situations of an employee engaged in fraud 
or directly or indirectly to have contributed to a financial restatement or other irregularity. The 
ICRC is a management-level committee that reports its recommendations to the HRCC. Ex ante 
adjustments are recommended by the employee’s management for reviewand approval by the 
committee and ex post adjustments are formulated by the committee. The Chief Human 
Resources Officer chairs the committee supported by the Global Head of Compensation and 
Benefits. Voting members include the Chief Executive Officer, Chief Risk Officer, Chief 
Compliance Officer, Chief Auditor, Chief Financial Officer and General Counsel. 

Alcentra Remuneration Committee (“Alcentra Remco”) has delegated responsibility for 
remuneration matters from the Board of Alcentra Limited, which in consultation with the COC, is 
responsible for remuneration policy decisions and the approval of year -end compensation awards 
for is respective regulated staff members. This process includes formal input from risk and 
compliance when determining the amount of any variable incentive awards. 

In accordance with the PRA and FCA regulatory remuneration requirements, the prescribed 
responsibility for overseeing the development, and implementation, of the firm’s remuneration 
policies and practices in relation, PRA and FCA Senior Managers, is held by the Chairman of 
Europe. This accountability is accomplished through oversight of policies and practices and 
delegation of key control processes to the Head of International Compensation & Benefits. 

BNYM undergoes an annual attestation process to ensure that its remuneration practices comply 
with all local laws and regulations as well as best market practice. The implementation of BNYM’s 
remuneration policies is subject to an annual independent internal review by the internal audit 
function. External consultants, PwC, were in 2016 engaged in respect of, and provided, initial and 
high level advice on the remuneration policy developed by the firm. 
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14.2 Aligning Pay with Performance 

Alcentra aligns its compensation philosophy with BNY Mellon and offers a total compensation 
opportunity that supports its values; client focus, integrity, teamwork and excellence. It pays for 
performance, both at the individual and corporate level. It values individual and team 
contributions and rewards based on how both contribute to business results. In support of this 
philosophy, variable compensation is regularly used as a means of recognis ing performance. 

Through its compensation philosophy and principles, it aligns the interests of its employees and 
shareholders by encouraging actions that contribute to superior financial performance and long -
term shareholder value. By rewarding success and by ensuring that its compensation 
arrangements do not encourage employees to take unnecessary or excessive risks that threaten 
the values of Alcentra and BNY Mellon or benefit individual employees at the expense of 
shareholders or other stakeholders. Its compensation structure is comprised of an appropriate 
mix of fixed and variable compensation that is paid over time. It aims to ensure that both fixed 
and variable compensation are consistent with business and market practice, fixed compensation 
is sufficient to provide for a fully flexible variable compensation program, and variable 
compensation is in the form of annual and/or long-term incentives, where appropriate. 

14.3 Fixed Remuneration 

Fixed remuneration is composed of (i) salary, (ii) any additional non-performance related 
amounts paid as a result of contractual obligations or applicable law, or as a result of market 
practice, and (iii) any benefits in kind which are awarded as a result of the job rather than the 
performance within the job. 

The fixed remuneration of an employee is determined by the job performed, its level of complexity 
and responsibility, and the remuneration paid in the market for that type of job. It is set at all 
times, for all staff, at a rate sufficient to provide for full flexibility in the variable remuneration, 
including a zero variable remuneration. 

Employees who  have  accepted  to  be  a  director  of  another  of  BNY  Mellon’s legal  entities  are  not  
remunerated in their capacity as a director. Independent directors of BNY Mellon onl y receive 
fixed remuneration, as disclosed in the annual Proxy Statement to shareholders. 

14.4 Ratio between Fixed and Variable Pay 

Alcentra is regulated by the FCA and complies with all applicable remuneration requirements. 
Alcentra is an IFPRU €50k limited licence firm and is also a proportionality level three firm. CRD 
IV extends the remuneration requirements of its predecessor CRD III and includes additional 
provisions governing remuneration which are applied by the firm in line with the guidance on 
proportionality outlined in SYSC 19D. 

14.5 Variable Compensation Funding and Risk Adjustment 

Alcentra’s staff  are  eligible  to  be  awarded  variable  compensation,  but  have  no  entitlement  to  such  
award which are discretionary in nature. 

In general the total compensation pool for Alcentra, including any variable incentive pool, is 
based on the profitability of the business with the potential for adjustment by the COC on the 
basis of a number of factors including risk management. 

Typically the pool is determined primarily based on pre-tax income, which is a profit based rather 
than revenue based measure. This pool is subject to discretionary adjustment by the COC and 
HRCC based on factors in assessing the earnings including (but not limited to) significant non -
recurring activity, market conditions, interest and currency rates. 
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The incentive pools for business partner groups which support the Alcentra business are based 
on a management approved fixed pool adjusted by a number of factors, including corporate 
performance and risk management. 

Variable compensation may consist of both upfront cash and deferred components and is 
determined by the functional hierarchy of the business or function to which the individual staff 
member belongs, and in accordance with the terms and conditions of the incentive compensation 
plan that is applicable for the business or business partner service. 

The deferred component is intended to align a portion of the variable compensation award with 
the management of longer-term business risk. The deferred compensation component is 
generally awarded in the form of either BNY Mellon restricted stock units, deferred cash award 
invested in an appropriate vehicle which is considered suitable, boutique equity or any 
combination determined appropriate from time to time. 

To ensure effective risk adjustment, BNY Mellon requires employees who receive variable 
remuneration awards (both upfront and deferred) to agree to forfeiture and clawback of such 
awards in the event of fraud, misconduct or actions contributing to the detriment of business 
interests, including competing with the business and soliciting employees or clients. Where 
required by regulations, awards to MRTs are subject to more stringent risk adjustment, including, 
but not limited to, forfeiture and clawback in the event of employee misbehaviour, material error, 
material downturn in business unit performance or a material failure of risk management. 

14.6 Deferral Policy and Vesting Criteria 

For more senior-level employees, a portion of variable compensation will be deferred, under 
ordinary circumstances for a period of at least three years (albeit such compensation may be 
deferred on a pro-rata basis for alternative periods), and will be subject to the performance of 
either (or both) the company or the respective business. The deferred component of the variable 
compensation award is usually delivered as either deferred cash award invested in an 
appropriate vehicle which is considered suitable, or any combination determined appropriate from 
time to time. The percentage of the variable compensation award to be deferred depends on the 
level of the position, regulatory requirements and the amount of the award. 

14.7 Variable Remuneration of Control Function Staff 

The variable compensation awarded to control function staff (for example; audit, compliance and 
risk) is dependent on performance that is assessed according to the achievement of objectives 
specific to their functional role that are independent of the activities they oversee. Remuneration 
is benchmarked against the market level and funded independently of individual business line s 
and adjusted based on BNY Mellon’s overall annual financial performance. 

14.8 Quantitative Disclosures 

The tables belowprovide details of the aggregate remuneration of senior management and MRTs 
for Alcentra for the year ended 31 December 2016. 

For completeness, this group of staff is limited to those considered to be Material Risk Takers. 
The remuneration amounts are presented on a gross basis, regardless of the t ime spent by BNY 
Mellon staff in respect of Alcentra to reflect the full reporting period. No new sign -on or 
severance payments were made during 2016. 
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Table 26: Aggregate remuneration expenditure by business 

This table shows the aggregate remuneration expenditure for MRTs in 2016 by business. 

(£000s) Investment services 2 Other Total 

Total remuneration 1 13,247 0 13,247 

1 Senior  Management  is  comprised  of  MRTs  categorized  as  “Senior  Managers”  who  carry  out  a  senior  management  
function as determined by the relevant regulators. 

2 Includes all support functions and general management positions. 

Table 27: Aggregate remuneration expenditure by remuneration type 

This table shows the aggregate remuneration expenditure for MRTs by remuneration type. 

Senior management3 Other MRTs Total 

Number of beneficiaries 0 13 13 

Fixed remuneration (£000s) 4 0 2,337 2,337 

Total variable remuneration (£000s) 0 10,910 10,910 

Variable cash (£000s) 0 10,910 10,910 

Variable shares (£000s) 0 0 0 

3 Senior  management  is  comprised  of  MRTs  categorised  as  ‘Senior  Managers’  who  carry  out  a  senior  management  
function as determined by the relevant regulators. 

4 Fixed Remuneration includes base salary and any cash allowances. Pension contribution is not included. 

Table 28: Deferred variable remuneration 

This table shows the total deferred remuneration for MRTs outstanding from previous years. 

Senior management Other MRTs Total 

Number of beneficiaries 0 13 13 

Total deferred variable remuneration 
outstanding from previous years (£000s) 

Total vested (£000s)5 

Total unvested (£000s)6 

0 

0 

0 

14,093 

3,886 

10,207 

14,093 

3,886 

10,207 

5 Includes total vested cash and equity. Equity portion is valued as at the date the award vested. 

6 Total unvested equity is valued as at 1st February, 2017. 

Table 29: Number of individuals being remunerated EUR 1 million or more 

This table shows the number of individuals who were remunerated €1m or more during 2016. 

Remuneration Total number of individuals 

EUR 1m – EUR 1.5m 2 

EUR 1.5m – EUR 2m 1 

EUR 2m – EUR 2.5m 1 

EUR 4m – EUR 4.5m 1 
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Appendix 1 Other Risks 

Liquidity Risk 

BNY Mellon defines liquidity as the ability to access funding, convert assets to cash quickly and 
efficiently, or to roll over or issue newdebt, especially during periods of market stress, in order to 
meet its short‐term (up to one year) obligations. 

BNY Mellon defines Funding Liquidity risk as the risk that it cannot meet its cash and collateral 
obligations at a reasonable cost for both expected and unexpected cash flowand collateral needs 
without affecting daily operations or financial conditions. Liquidity risks can arise from funding 
mismatches, market constraints from inability to convert assets to cash, inability to raise cash in 
the markets, deposit run-off, or contingent liquidity events. Changes in economic conditions or 
exposure to credit, market, operational, legal, and reputational risks also can affect BNY Mellon’s 
liquidity risk profile and are considered in the liquidity risk management framework. 

BNY Mellon defines Intraday Liquidity risk as the risk that it cannot access funds during the 
business day to make payments or settle immediate obligations, usually in real time, primarily 
due to disruptions or failures. The BNY Mellon Intraday Liquidity Policy is specifically dedicated to 
managing these risks. 

Alcentra aims to be self-sufficient for liquidity and seeks to maintain a very liquid balance sheet at 
all times. Its balance sheet is liability driven in nature primarily due to the nature of client deposit 
taking activity. Alcentra does not originate significant assets from lending activities, and therefore 
funding assets are not a significant use of liquidity. While sizable overdrafts can appear 
periodically, large deposits offset these amounts. Significant deposit balances are transactional in 
nature and exhibit a degree of “stickiness” and represent the transactional nature of the client 
relationship. 

Alcentra will at all times maintain liquidity resources which are adequate both as to amount and 
quality, to ensure that there is no significant risk that its liabilities cannot be met in full as they fal l 
due. 

BNYM firms are required to have in place robust strategies, policies, processes and systems to 
identify, measure, manage and monitor the liquidity risks to which they may be exposed, 
including intra-day risk. Firms must have reliable management information to ensure appropriate 
and timely forward-looking information on the liquidity risk of the firm and early warning indicators 
to identify increases in liquidity risk. 

Senior management is responsible for establishing appropriate liquidity risk tolera nces; for 
approving, reviewing and updating the firm’s approach to managing liquidity risk; and for 
reviewing the firm’s liquidity position including compliance with the UK FCA liquidity adequacy 
rule and regularly reporting this information to the governing body. 

Alcentra is self-sufficient in terms of liquidity resources and funding. In outline, Alcentra has a low 
appetite for liquidity risk in accordance with the firm’s business model. Alcentra receives 
investment management and performance fees, pays out overheads and expenses (including 
staff incentive compensation) and holds surplus cash balances with group companies and third 
party banks at short notice. 

On a day-to-day basis, Senior Management actively manages liquidity and funding requirements. 
Alcentra as a regulated firm falls under an EMEA Programme designed to ensure that each firm 
complies with Liquidity Standards. This is an ongoing Programme of work, which, with respect to 
Alcentra (a firm with a Limited Licence) is currently focused at the fi rm level on ensuring 
compliance with the FCA BIPRU 12 Systems and Controls standards and reporting requirement 
under the FCA regime. 
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FCA Systems and Control requirements oblige the governing body (i.e. Board of Directors (BoD)) 
to express and check conformity with the firm’s liquidity risk appetite. The outputs of the firm’s 
stress testing should inform the governing body’s decisions on whether the firm’s liquidity risk 
appetite should be amended and must form the basis of a Contingency Funding Plan. 

A common Liquidity Risk Management Framework (LRM) and Operating Model apply to all 
BNYM Limited Licence investment firms tailored to fit local circumstances. In overview, this LRM 
framework comprises: 

A regime of senior management oversight and governance of LRM (including defining risk 
strategy, setting risk appetite and tolerance (limits and triggers)) and tracking performance 

A firm-specific liquidity policy that conforms with Group requirements (including pricing of 
liquidity risk, management of intra-day liquidity risk and funding diversification and market 
access) 

A regime of periodic reporting to senior management of Mismatch Cash flowdata across a 12 
month time horizon and firm-specific liquidity performance ratios including assessment of the 
likely survival period under current conditions 

Stress testing capability at the firm level and preparation of a Contingency Funding Plan is 
currently under development in accordance with the FCA’s regime transition timetable. This 
includes creation by senior management of firm-specific and market wide stress scenarios and 
liquidity risk assumptions which will be modelled across short term (up to two weeks) and 
protracted (from two weeks to 3 months) time horizons. 

Alcentra does not have any collateral positions to manage, nor is it necessary for the firm to 
actively manage liquidity across legal entities, business lines or currencies. Metr ics about each 
firm’s liquidity position are reported to EMEA ALCO. 

In terms of global liquidity management BNYMC enjoys a strong base of core client deposits for 
its funding which arises from its role as a leading asset custodian and trustee. BNYMC does not 
rely on either retail funding or wholesale funding in its business model. Asset/liability 
management is managed globally through treasury activities in key financial centers, such as 
New York, London and Brussels, and is driven by client cash needs and transactions. 

Business and Financial Risk 

Legal Entity and Business Risk 

Business Acceptance Workgroups are responsible for aligning new business to appropriate 
business lines and subsidiaries, assessing and approving the associated risks. 

Each legal entity has a risk manager aligned to the business. Risk managers are independent of 
the business and oversee the adherence to corporate risk policies and governance requirements. 
The risk management organisation is based on a three tiered structure beginning with Corporate 
Risk which creates the corporate policies. Risk Management forms the second tier, and the third 
tier is the operational unit which is considered to be the primary owner of all risk relating to the 
business activities. Each operational unit has a dedicated Embedded Control Management 
(ECM) resource assigned to it. At the direction of the business or the Global Op erational Control 
management team, the ECM resource will conduct testing of the operational activities to support 
internal and external audit work. 

Regulatory and Compliance Risk 

Compliance risk is the risk of sustaining loss arising from non-compliance with laws, regulations, 
directives, reporting standards and lack of adequately documented and understood processes. 
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Regulatory risk is mitigated using Stress Testing that is carried out on a regular basis, and prior to 
any regulatory changes coming into force. 

Monitoring & Reporting risk is the risk of loss arising from a failure to comply with financial 
reporting standards, agreements or regulatory requirements. This includes risks resulting from 
action taken by existing and new stockholders, regulators and investors who may have sustained 
losses due to incomplete, inaccurate or untimely reporting of financial performance. 

Alcentra aims to comply with the applicable laws, regulations, policies, procedures and Alcentra’s  
Code of Conduct. Existing and new directives and regulations are monitored and reviewed by 
Compliance and Risk Management and findings are reported to senior management and the 
Board. Strategies and preparations to comply with regulations are put in place when necessary. 

Reputation Risk 

Reputation risk is the risk to BNYM’s brand and relationships which does not arise out of any 
error. It can arise from all aspects of business activities, including but not limited to operational 
failures in business practices, legal or regulatory sanctions, joint ventures with outside firms, 
engagements with third party vendors, or off-balance sheet activities. 

BNY Mellon relies heavily on its reputation and standing in the market place to retain and attract 
clients. Through analysis of other risks, potential reputational impacts have been id entified as 
follows: 

Group default or reputational event could lead to loss of confidence in the brand 

Legal or operational event leading to publicised failure could lead to loss of confidence in the 
brand 

Inability to provide products and services that fulfil local and/or international law, compliance 
directives or regulations. This may also result in regulatory penalties and subsequent loss of 
business 

Legal Risk 

Legal risk is the risk of inadequate legal advice, inadequate contractual arrangements and failing 
to take appropriate legal measures to protect rights or changes in laws or regulations. Legal r isk 
could crystallise through: 

Receipt or provision of wrong or inadequate legal advice 

Failure to manage litigation or disputes effectively 

Failure to identify and implement changes in legislation or law 

Failure to appropriately make notifications required as a result of legal requirements 

Failure to ensure adequate contractual arrangements (excluding outsourcing arrangements) 

Failure to manage and/or protect the infringement of rights arising outside of contracts 

Settlement Risk 

Settlement risk is the probability of loss arising from the failure of one counterparty to settle its 
side of a transaction, thus preventing other counterparties from settling their commitments. It 
tends to occur when payments are not exchanged simultaneously such as in a multi-leg swap 
trade. 

Page 47 of 59 

http://www.businessdictionary.com/definition/probability.html
http://www.businessdictionary.com/definition/capital-gain-loss-holding-period.html
http://www.businessdictionary.com/definition/failure.html
http://www.businessdictionary.com/definition/settle.html
http://www.businessdictionary.com/definition/counterparty.html
http://www.businessdictionary.com/definition/commitment.html
http://www.businessdictionary.com/definition/payment.html


       

      

          

~ .. 
~ 

BNY MELLON 

Alcentra Asset Management Limited Pillar 3 Disclosure 

Alcentra is not subject to settlement risk as it holds no securities, or commodities commitments to 
settle during the reporting period. Alcentra has no trading book. Since January 2014, the bank 
transacts FX trades for banking book purposes with intra-group legal entities and trades are 
settled within one business day. To date, the bank has not experienced any unsettled FX 
transactions. 

Non-Trading Book Exposures in Equities 

Alcentra did not have any non-trading book exposures in equities as at 31 December 2016 or 
during the reporting period. 

Securitisation Risk 

Securitisation risk is the risk that the capital resources held in respect of assets tha t Alcentra has 
securitised is insufficient to cover associated liabilities. As at 31 December 2016 and during the 
reporting period Alcentra did not have any securitisation risk-weighted exposure. 

Outsourcing Risk 

Outsourcing risk is the risk that failure in respect of the provision of services by third party 
provider(s) could potentially damage Alcentra’s operations, or if contracts with any of the third 
party providers are terminated, that Alcentra may not be able to find alternative providers on a 
timely basis or on equivalent terms. 

Alcentra relies on internal and external outsourcing entities within and outside of the BNY Mellon 
group to perform its core business activities. To date, Alcentra has only outsourced critical tasks 
to BNY Mellon group entities that hold the required permissions in their jurisdiction to carry out 
the respective delegated tasks. Currently there are no critical tasks outsourced to external third 
parties. 

Alcentra’s outsourcing policy describes minimum standards that should be ado pted when 
considering or dealing with a service and/or activity that is outsourced to another legal entity, 
either within the BNY Mellon group or to an external provider and establishes a framework for 
evaluating and analysing outsourcing projects. 

Business Risk 

Business risk is the risk of loss that the business environment poses to Alcentra’s profitability. It 
normally consists of items such as changes in the external macro environment or client 
behaviour, inappropriate management actions and performance of competitors. The list is not 
exhaustive. 

Alcentra’s main business risk driver is key man risk, coming from a small number of key 
employees. The Alcentra BoD accepts this risk as a necessary feature of its operating model. 

Concentration Risk 

Concentration risk is the risk of loss arising from significant interrelated asset or liability 
exposures, which in cases of distress associated with markets, sectors, countries, or areas of 
activity, may threaten the stability of the institution. 

Traditionally analysed in relation to credit activities, concentration risk arises from exposures that 
may arise within or across different risk types, including intra-risk concentration where exposure 
concentration exists within a single risk type, and inter-risk concentration arising from interactions 
between different risk exposures across different risk categories connected by a common risk 
factor (e.g. counterparties, vendor, economic sector, geographic region, and/or financial 
instrument/product type). 

Alcentra does business with small number of large clients and high-value underlying investors. 
Concentration in these types of clients carries inherent risk but is in keeping with business 
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strategy. However, this risk is mitigated by the cash flows arising within client funds and the ability 
of the manager to receive payment at regular interval from these cash flows. 

Alcentra manages concentration risk as part of its credit, market, operational and liquidity 
management policies. 

Group Risk 

Group risk is the risk that the financial position of Alcentra may be adversely affected by its 
relationships (financial and non-financial) with other entities within BNY Mellon or by r isks which 
may affect the financial position of the whole Group, for example reputational contagion or Group 
default. 

As part of a large complex and interconnected company, Alcentra has a number of dependencies 
on BNY Mellon. These include business leadership, dependency on certain IT systems and 
support services provided by central functions. 

Alcentra management has considered several possible scenarios where these services may be 
affected. These include IT services outage and other business continuity issues. Although these 
will cause operational issues they are not expected to have a significant cost impact and are 
therefore not modelled, but are included in the scenarios as part of operational risk assessment 
and in the liquidity stress testing. 

Model Risk 

Model risk refers to the possibility of unintended business outcomes arising from the design, 
implementation or use of models. Model risk includes the potential risk that management makes 
incorrect decisions based either upon incorrect model results, or incorrect understanding and use 
of model results. 

Model risk can result in material financial loss, inaccurate financial or regulatory reporting, 
misaligned business strategies or damage to the reputation of Alcentra or BNY Mellon as a 
whole. Alcentra uses models in its risk management framework. All models have been assessed 
in line with the relevant corporate policies and model risk management framework wherein the 
individual model is categorised into one of three tiers based on materiality, complexity, and level 
of reliance. The tiers determine the controls applicable to the model classes. The Enterprise 
Model Risk Committee oversees model risk management at the enterprise level and approves 
the overall framework and standards, which are applicable across the organisation. The Model 
Risk Management Group, based in the US, retain ultimate responsibility for overall model 
governance. 

Model Risk Management Governance has responsibility for the governance of inventory and 
provides a mechanism to report on models to key stakeholders. 

Models that impact the capital assessment process are categorised as Tier 1 models and the 
execution of the validation of Tier 1 models is performed by a designated independent model 
validation function. Tier 1 models are required to be validated or reviewed, as per the validation 
standards, at least annually. 

BNY Mellon Internal Audit provides independent reviews of compliance with the corporate model 
validation policy. 

Strategic Risk 

Strategic risk is defined as the risk of direct or indirect loss arising from the adverse effects or the 
improper implementation of business decisions. It is a function of the compatibility of an 
organisation’s strategic goals, the business strategies developed, the resources deployed to 
achieve those goals and the quality of implementation. It can result from either a misalignment 
between strategic decisions taken at the Asset Servicing and Alternative Investment Services 
business level which impact Alcentra, or failure to deliver business value through new strategic 
initiatives. 
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Country Risk 

Country risk is the risk of adverse impact on operating profits and/or value of assets due to 
changes in the business environment resulting from political or macroecon omic factors. It can 
also arise from exposure to sovereign and economic debts in EMEA countries such as Italy, 
Russia, and the Eurozone. 

Pension Obligation Risk 

Pension obligation risk is caused by contractual liabilities or moral obligation to a company’s staff 
pension schemes. Alcentra only operates a defined contribution pension scheme for its staff, and 
has no defined benefit pension scheme; as such it is not exposed to the pension obligation risk. 
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Appendix 2 Glossary of Terms 

The following terms are used in this document: 

 ALCO: Asset and Liability Committee 

 Basel III: The capital reforms and introduction of a global liquidity standard proposed by the 
Basel Committee on Banking Supervision in 2010 

 BNY Mellon: The Bank of New York Mellon Corporation 

 CRD IV: On 27 June 2013, the European Commission published, through the Official Journal 
of the European Union, its legislation for a Capital Requirements Directive (CRD) and Capital 
Requirements Regulation (CRR), which together form the CRD IV package. Amendments 
published on 30 November 2013 were made to the Regulation. The package implements the 
Basel III reforms in addition to the inclusion of new proposals on sanctions for non 
compliance with prudential rules, corporate governance and remuneration. CRD IV rules 
apply from 1 January 2014 onwards, with certain requirements set to be phased in 

 Capital Requirements Directive (CRD): A capital adequacy legislative package issued by 
the European Commission and adopted by EU member states 

 Capital Requirements Regulation (CRR): Regulation that is directly applicable to anyone in 
the European Union and is not transposed into national law 

 Common Equity Tier 1 capital: The highest quality form of regulatory capital under Basel III 
comprising common shares issued and related share premium, retained earnings and other 
reserves excluding the cash flowhedging reserve, less specified regulatory adjustments 

 Core Tier 1 capital: Called-up share capital and eligible reserves plus equity non-controlling 
interests, less intangible assets and other regulatory deductions 

 Credit risk mitigation (CRM): A technique to reduce the credit risk associated with an 
exposure by application of credit risk mitigants such as collateral, guar antees and credit 
protection 

 Derivatives: A derivative is a financial instrument that derives its value from one or more 
underlying assets, for example bonds or currencies 

 EMEA: Europe, Middle-East and Africa region 

 Exposure: A claim, contingent claim or position which carries a risk of financial loss 

 Exposure at default (EAD): The amount expected to be outstanding, after any credit r isk 
mitigation, if and when a counterparty defaults. EAD reflects drawn balances as well as 
allowance for undrawn amounts of commitments and contingent exposures over a one-year 
time horizon 

 Financial Conduct Authority (FCA): The Financial Conduct Authority regulates the conduct 
of financial firms and, for certain firms, prudential standards in the UK. It has a strategic 
objective to ensure that the relevant markets function well 

 High Level Assessment (HLA): An assessment of the quality of controls in place to mitigate 
risk and residual risk. Residual risk is assessed as high, moderate to high, moderate, 
moderate to low and low with direction anticipated 

 Institutions: Under the standardised approach, institutions are classified as credit 
institutions or investment firms 

-

 Internal Capital Adequacy Assessment Process (ICAAP): The group’s own assessment 
of the levels of capital that it needs to hold through an examination of its risk profile from 
regulatory and economic capital viewpoints 
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 ISDA Master Agreement: A document that outlines the terms applied to a derivatives 
transaction between two parties. Once the two parties have agreed to the standard terms, 
they do not have to renegotiate each time a new transaction is entered into 

 Key Risk Indicator (KRI): Key Risk Indicators are used by business lines to evaluate 
control effectiveness and residual risk within a business process 

 Master Netting Agreement: An agreement between two counterparties that have multiple 
contracts with each other that provides for the net settlement of all contracts through a single 
payment in the event of default or termination of any one contract 

 Pillar 3: The part of Basel III that sets out information banks must disclose about their r isks, 
the amount of capital required to absorb them and their approach to risk management. The 
aim is to encourage market discipline and improve the information made available to the 
market 

 Prudential Regulation Authority (PRA): The statutory body responsible for the prudential 
supervision of banks, building societies, credit unions, insurers and major investment firms in 
the UK. The PRA is a subsidiary of the Bank of England 

 Residual maturity: The period outstanding from the reporting date to the maturity or end 
date of an exposure 

 Risk appetite: A definition of the types and quantum of risks to which the firm wishes to be 
exposed 

 Risk and Control Self-Assessment (RCSA): Risk and Control Self-Assessment is used by 
business lines to identify risks associated with their key business processes and to 
complete a detailed assessment of the risk and associated controls 

 Risk Governance Framework: Alcentra’s risk governance framework has been developed 
in conjunction with BNY Mellon requirements. Key elements of the framework are: 

- Formal governance committees, with mandates and defined attendees 
- Clearly defined escalation processes, both informally (management lines) and formally 

(governance committees, board, etc.) 
- A clear business as usual process for identification, management and control of risks 
- Regular reporting of risk issues 

 Risk Management Committee (RMC): A committee which meets on a monthly basis to 
provide governance on risk related items arising from the business of the group 

 Risk Weighted Assets (RWA): Assets that are adjusted for their associated risks using 
weightings established in accordance with CRD IV requirements 

 Standardised Approach: Method used to calculate credit risk capital requirements using the 
Basel III, CRD IV, CRR model supplied by the BCBS. All financial institutions must opt to 
either use the standardised approach (SA) specified by the regulator, or develop and use 
their own Internal Ratings Model (IRM). The SA model uses external credit assessmen t 
institution ratings and supervisory risk weights supplied by external credit assessment 
agencies 

 Tier 2 capital: A component of regulatory capital under Basel III, mainly comprising 
qualifying subordinated loan capital, related non-controlling interests and eligible collective 
impairment allowances 

 Value-at-Risk (VaR): A measure of the potential loss at a specified confidence level from 
adverse market movements in an ordinary market environment 
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Appendix 3 CRD IV Reference 

CRR ref. Requirement summary Compliance ref. Page 
ref. 

Scope of disclosure requirements 
431 (1) Institutions shall publishPillar 3 disclosures BNY Mellon publishes Pillar 3 disclosures N/A 

431 (2) Firms with permission to use specific operational 
risk methodologies must disclose operational risk 
information 

N/A N/A 

431 (3) Institutions shall adopt a formalpolicyto comply 
with the disclosure requirements 

BNY Mellon has a dedicated Pillar 3 
policy 

N/A 

431 (4) Explanation of ratings decisionuponrequest N/A N/A 

Non-material, proprietary or confidential information 
432 (1) Institutions may omit disclosures if the information 

is not regarded as material (except Articles 
435(2)(c), 437 and 450) 

Refer to Pil lar 3 policy N/A 

432 (2) Institutions may omit information that is 
proprietary or confidential if certain conditions are 
respected 

Refer to Pil lar 3 policy N/A 

432 (3) Where 432 (1) and (2) applythis must be statedin 
the disclosures, and more general information 
must be disclosed 

N/A N/A 

432 (4) Paragraphs 1, 2 & 3 are without prejudice to the 
scope of the liability for failure to disclose material 
information 

Frequency of disclosure 
433 Institutions shall publishthe disclosures required Refer to Pil lar 3 policy N/A 

at least on an annual basis, inconjunctionwith the 
date of the publication of the financialstatements 

Means of disclosure 
434 (1) Institutions may determine the appropriate 

medium, locationand means of verification to 
comply effectively 

Single Pillar 3 disclosure N/A 

434 (2) Disclosures made under other requirements (e.g. 
accounting) canbe used to satisfy Pillar 3 if 
appropriate 

Any cross-references to accountingor 
other disclosures are clearlysignposted 
in this document 

N/A 

Risk management objectives andpolicies 

435 (1) Institutions shall disclose their risk management 
objectives andpolicies 

Section 4 Risk Management Objectives 
and Policy 

16-23 

435 (1) (a) Strategies andprocesses to manage those risks Section 4.1 Risk Objectives 16 

435 (1) (b) Structure and organisation of the riskmanagement 
function 

Section 4.2 Risk Governance 16 

435 (1) (c) Scope and nature of risk reporting and Section 4.1 - 4.15 16-23 
measurement systems 

435 (1) (d) Policies for hedging and mitigating risk Section 4.3 - 4.15 18-23 

435 (1) (e) Approved declaration on the adequacy of risk 
management arrangements 

Section 4 Risk Management Objectives 
and Policy 

16-23 

435 (1) (f) Approved riskstatement describing the overall risk 
profile associated with business strategy 

Section 4 Risk Management Objectives 
and Policy 

16-23 

435 (2) (a) Number of directorships heldby directors Section 4.2.1 Board of Directors 18 

435 (2) (b) Recruitment policy of Boardmembers, their 
experience and expertise 

Section 4.2.1 Board of Directors 18 
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435 (2) (c) Policy on diversity of Boardmembershipand 
results against targets 

Section 4.2.1 Board of Directors 18 

435 (2) (d) Disclosure of whether a dedicated risk committee 
is in place, and number of meetings inthe year 

Section 4.2.1 Board of Directors 18 

435 (2) (e) Descriptionof information flow on riskto Board Section 4.2.1 Board of Directors 18 
Scope of application 

436 (a) The name of the institution to whichthe 
requirements of this Regulation apply 

Section 1 Scope of Application 6-10 

436 (b) 

436 (b) (i) 
436 (b) (i i) 
436 (b) (i ii) 
436 (b) (iv) 

Outline the differences inthe basis of 
consolidationfor accounting and prudential 
purposes, with a brief descriptionof the entities 
therein, explaining whether they are: 
fully consolidated; 
proportionally consolidated; 
deducted from own funds; 
neither consolidated nor deducted 

Section 1 Scope of Application 6-10 

436 (c) Current or foreseen material practical or legal 
impediment to the prompt transfer of own funds 
or repayment of l iabilities amongthe parent 
undertakingandits subsidiaries 

N/A N/A 

436 (d) Aggregate amount by which the actual Own Funds 
are less thanrequired inall subsidiaries not 
included in the consolidation, and the name or 
names of such subsidiaries 

N/A - Entities outside the scope of 
consolidationare appropriately 
capitalised 

N/A 

436 (e) If applicable, the circumstance of making use of 
the provisions laid downin Articles 7 & 9 

N/A N/A 

Own funds 
437 (1) Requirements regarding capital resources table Section 2 Own Funds 11-14 

437 (1) (a) Full reconciliation of CommonEquity Tier 1 (CET1) 
items 

Table 2: Reconciliation of Regulatory 
Own Funds 

11 

437 (1) (b) Descriptionof the mainfeatures of the CET1 and 
Additional Tier 1 and Tier 2 instruments 

Table 3: Compositionof regulatory 
capital 

12 

437 (1) (c) Full terms andconditions of all CET1, Additional 
Tier 1 and Tier 2 instruments 

Table 3: Compositionof regulatory 
capital 

12 

437 (1) (d) (i) 
437 (1) (d) (i i) 
437 (1) (d) (iii) 

Each prudent filter applied 
Each deductionmade 
Items not deducted 

Table 2: Reconciliation of Regulatory 
Own Funds 

11 

437 (1) (e) Descriptionof all restrictions appliedto the 
calculation of Own Funds 

N/A - no restrictions apply N/A 

437 (1) (f) Explanation of the basis of calculating capital ratios 
using elements of Own Funds 

N/A - Capital ratios calculated on basis 
stipulated inthe Regulations 

N/A 

437 (2) EBA to publishimplementation standards for 
points above 

BNYM follows the implementation 
standards 

N/A 

Capital requirements 

438 (a) Summary of institution’s approachto assessing 
adequacy of capital levels 

Section 3 Capital Requirements 15 

438 (b) Result of ICAAP on demand from authorities N/A N/A 

438 (c) Capital requirement amounts for credit riskfor 
each standardised approachexposure class 

Table 7: Standardised credit exposure by 
exposure class 

25 

438 (d) 
438 (d) (i) 
438 (d) (i i) 
438 (d) (i ii) 
438 (d) (iv) 

Capital requirements amounts for credit risk for 
each Internal Ratings Based Approach exposure 
class 

N/A – internal ratings based approach is 
not used 

N/A 
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438 (e) Own funds requirements for market riskor 
settlement risk, or large exposures where they 
exceed limits 

Table 6: Capital requirements and 
Section 10: Market Risk 

15 & 
36 

438 (f) Own funds amounts for operational risk, 
separately for the basic indicator approach, the 
standardised approach, andthe advanced 
measurement approaches as applicable 

Table 6: Capital requirements and 
Section 12: Operational Risk 

15 & 
38-39 

438 (endnote) Requirement to disclose specialised lending 
exposures and equity exposures inthe banking 
book falling under the simple risk weight approach 

Table 6: Capital requirements 15 

Exposure to counterparty credit risk (CCR) 

439 (a) Descriptionof process to assign internal capital 
and credit l imits to CCR exposures 

Section 8 CounterpartyCredit Risk 33-34 

439 (b) Discussionof process to secure collateral and 
establishing reserves 

Section 8 CounterpartyCredit Risk 33-34 

439 (c) Discussionof management of wrong-way 
exposures 

Section 8 CounterpartyCredit Risk 33-34 

439 (d) Disclosure of collateral to be provided (outflows) in 
the event of a ratings downgrade 

N/A – a credit ratings downgrade is 
managed at the BNYM Corp level 

N/A 

439 (e) Derivation of net derivative credit exposure Section 8 CounterpartyCredit Risk 33-34 

439 (f) Exposure values for mark-to-market, original 
exposure, standardisedandinternal model 
methods 

Section 8 CounterpartyCredit Risk 33-34 

439 (g) Notional value of credit derivative hedges and 
current credit exposure by type of exposure 

N/A – BNYM does not have credit 
derivative transactions 

N/A 

439 (h) Notional amounts of credit derivative transactions 
for own credit, intermediation, bought andsold, by 
product type 

N/A – BNYM does not have credit 
derivative transactions 

N/A 

439 (i) Estimate of alpha, if applicable N/A N/A 

Capital buffers 
440 (1) (a) Geographical distribution of relevant credit 

exposures 
N/A N/A 

440 (1) (b) Amount of the institutionspecific countercyclical 
capital buffer 

N/A N/A 

440 (2) EBA will issue technicalimplementation standards 
related to 440 (1) 

N/A N/A 

Indicators of global systemic importance 
441 (1) Disclosure of the indicators of global systemic 

importance 
N/A N/A 

441 (2) EBA will issue technicalimplementation standards 
related to 441 (1) 

N/A N/A 

Credit risk adjustments 
442 (a) Disclosure of bank’s definitions of past due and 

impaired 
Section 5.5 Analysis of Past Due and 
Impaired Exposures 

26-28 

442 (b) Approaches for calculating credit risk adjustments Section 5.5 Analysis of Past Due and 
Impaired Exposures 

26-28 

442 (c) Disclosure of pre-CRMEAD by exposure class Section 5.4 Table 7: Standardised credit 
exposure by exposure class 

25 

442 (d) Disclosures of pre-CRMEAD by geography and 
exposure class 

Section 5.4 Table 9: Standardised credit 
exposure by country 

25 

442 (e) Disclosures of pre-CRMEAD by industry and 
exposure class 

Section 5.4 Table 10: Standardised post 
mitigated credit exposures by 
counterparty type 

26 
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442 (f) Disclosures of pre-CRMEAD by residual maturity 
and exposure class 

Section 5.4 Table 11: Standardised credit 
exposure by residual maturity 

26 

442 (g) 
442 (g) (i) 
442 (g) (i i) 
442 (g) (i i i) 

Breakdown of impaired, past due, specific and 
general credit adjustments, andimpairment 
charges for the period, by exposure class or 
counterparty type 

Section 5.5 Table 12: Credit quality of 
exposures by counterparty type 

27 

442 (h) Impaired, past due exposures, by geographical 
area, and amounts of specific and general 
impairment for eachgeography 

Section 5.5 Table 15: Credit quality of 
exposures by geographical breakdown 

28 

442 (i) 
442 (i) (i) 
442 (i) (i i) 
442 (i) (i ii) 
442 (i) (iv) 
442 (i) (v) 

Reconciliation of changes inspecific and general 
credit risk adjustments 

Section 5.5 Analysis of Past Due and 
Impaired Exposures 

26-28 

442 endnote Specific credit risk adjustments recordedto income 
statement are disclosedseparately 

Section 5.5 Analysis of Past Due and 
Impaired Exposures 

26-28 

Unencumbered assets 

443 Disclosures on unencumbered assets Section 9 Asset Encumbrance 35 
Use of ECAIs 

444 (a) Names of the ECAIs used inthe calculationof 
standardised approachRWAs, andreasons for any 
changes 

Section 7 External Credit Assessment 
Institutions (ECAIs) 

31-32 

444 (b) Exposure classes associated with eachECAI Section 7 Table 17: Credit quality steps 
and risk weights 

31 

444 (c) Explanation of the process for translating external 
ratings into credit quality steps 

Section 7 Table 17: Credit quality steps 
and risk weights 

31 

444 (d) Mapping of external rating to credit quality steps Section 7 External Credit Assessment 
Institutions (ECAIs) 

31-32 

444 (e) Exposure value pre and post-credit risk mitigation, 
by credit quality step 

Section 7 Table 16-19: External Credit 
Assessment Institutions (ECAIs) 

31-32 

Exposure to market risk 
445 Disclosure of positionrisk, large exposures Section 10 Market Risk 36 

exceeding limits, FX, settlement andcommodities 
risk 

Operationalrisk 
446 Disclosure of the scope of approaches used to Section 12 Operational Risk 38-39 

calculate operational risk, discussionof advanced 
methodology and external factors considered 

Exposure in equities not included in the tradingbook 
447 (a) Differentiation of exposures based on objectives Appendix 1 Settlement Risk: no non-

tradingbook exposure in equities 
45 

447 (b) Recorded and fair value, and actual prices of 
exchange traded equity where it differs from fair 
value 

Appendix 1 Settlement Risk: no non-
tradingbook exposure in equities 

45 

447 (c) Types, nature andamounts of the relevant classes 
of equity exposures 

Appendix 1 Settlement Risk: no non-
tradingbook exposure in equities 

45 

447 (d) Realisedcumulative gains andlosses on sales over 
the period 

Appendix 1 Settlement Risk: no non-
tradingbook exposure in equities 

45 

447 (e) Total unrealised gains/losses, latent revaluation 
gains/losses, andamounts includedwithinTier 1 
capital 

Appendix 1 Settlement Risk: no non-
tradingbook exposure in equities 

45 

Exposure to interest rate risk on positions not includedin the trading book 
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448 (a) Nature of riskandkey assumptions in 
measurement models 

Section 10: The Bank has no significant 
Balance Sheet Interest Rate Risk because 
no maturity mismatchexists between 
client cash deposits andBank’s cash 
holdings. In addition, interest rates 
applicable to clients’ cash deposits are 
market driven 

36 

448 (b) Variation in earnings or economic value, or other 
measures used by the bank from upward and 
downward shocks to interest rates, by currency 

Section 11 Table 25: Net interest income 
sensitivity by currency 

37 

Exposure to securitisation positions 
449 Exposure to securitisations positions Appendix 1 Settlement Risk: no non-

tradingbook exposure in equities 
45 

Remuneration disclosures 
450 Remuneration disclosure regarding remuneration 

policy and practices 
Section 14 Remuneration Disclosure 41-43 

450 (1) (a) Information concerning the decision-making 
process used for determining the remuneration 
policy 

Section 14.1 Governance 41 

450 (1) (b) Information on linkbetween pay andperformance Section 14.2 Aligning Pay with 
Performance 

42 

450 (1) (c) Important designcharacteristics of the 
remunerationsystem 

Section 14 Remuneration Disclosure 41-43 

450 (1) (d) Ratios between fixed and variable remuneration Section 14.4 Ratio between Fixed and 
Variable Pay 

42 

450 (1) (e) Information on the performance criteria on which 
the entitlement to shares, options andvariable 
components of remuneration is based 

Section 14.6 Deferral PolicyandVesting 
Criteria 

43 

450 (1) (f) Main parameters and rationale for any variable 
component scheme and any other non-cash 
benefits 

Section 14.7 Variable Remuneration of 
Control Function Staff 

43 

450 (1) (g) Aggregate quantitative information on 
remunerationby business area 

Section 14.8 Table 26: Aggregate 
Remuneration Expenditure by Business 

44 

450 (1) (h) 
450 (1) (h) (i) 
450 (1) (h) (i i) 
450 (1) (h) (iii) 
450 (1) (h) (iv) 
450 (1) (h) (v) 
450 (1) (h) (vi) 

Aggregate quantitative information on 
remuneration, brokendown by senior staff 
management and members of staffwhose actions 
have a material impact on the risk profile 

Section 14.8 Table 27: Aggregate 
Remuneration Expenditure by 
Remuneration Type 

44 

450 (1) (i) Number of individuals being remunerated £1 
million or more per financial year 

Section 14.8 43-44 

450 (1) (j) Total remuneration for each member of the 
management body upon demand from the 
Member State or competent authority 

N/A N/A 

450 (2) For institutions that are significant in terms of their 
size, internalorganisation and the nature, scope 
and the complexityof their activities, the 
quantitative information above shall be made 
available to the public at the level of members of 
the management body of the institution 

N/A N/A 

Leverage 

451 (1) (a) Leverage ratio Section 13 Leverage Ratio 40 
451 (1) (b) Breakdown of total exposure measure N/A N/A 
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451 (1) (c) Derecognisedfiduciaryitems N/A N/A 

451 (1) (d) Descriptionof the process used to manage the risk 
of excessive leverage 

N/A N/A 

451 (1) (e) Descriptionof the factors that had animpact on 
the leverage ratio 

N/A N/A 

451 (2) EBA to publishimplementation standards for 
points above 

BNYM follows the implementation 
standards 

N/A 

Use of the IRB approach to credit risk 

452 Risk-weighted exposure under the IRB approach N/A N/A 
Use of credit risk mitigation techniques 

453 (a) Use of on- and off-balance sheet netting Section 6.1 Netting 29 
453 (b) How collateral valuationis managed Section 6.2 Collateral Valuationand 

Management 
29 

453 (c) Descriptionof types of collateral used N/A N/A 

453 (d) Types of guarantor and credit derivative 
counterparty, and their creditworthiness 

N/A - BNYM’s EMEA entities do not 
enter into credit derivative transactions 

N/A 

453 (e) Disclosure of market or credit riskconcentrations 
within risk mitigationexposures 

Section 6.4 Credit Risk Concentration 29-30 

453 (f) For exposures under either the Standardised or 
FoundationIRB approach, disclose the exposure 
value covered by eligible collateral 

N/A N/A 

453 (g) Exposures coveredby guarantees or credit 
derivatives 

Section 6.4 Table 15: Credit risk 
mitigation techniques – overview 

30 

Use of the Advanced Measurement Approaches to operational risk 
454 Descriptionof the use of insurance or other risk N/A - Pil lar 1 : standardized approach, N/A 

transfer mechanisms to mitigate operational risk Pil lar 2 : self-assessment approach 

Use of internal market risk models 
455 Institutions calculating their capital requirements 

using internal market risk models 
N/A N/A 

Commission ImplementingRegulation(EU) No 1423/2013 
Article 1 Specifies uniform templates for the purposes of 

disclosure 
N/A N/A 

Article 2 Full reconciliation of own funds items to audited 
financial statements 

Section 2 Own Funds 11-14 

Article 3 Descriptionof the mainfeatures of CET1, AT1 and 
Tier 2 instruments issued (Annex II andIII) 

Table 5: Common tier 1 and additional 
tier 1 instruments and tier 2 instruments 

13 

Article 4 Disclosure of nature andamounts of specific items 
on own funds (Annex IV and V) 

Table 4: Transitional own funds 12 

Article 5 Disclosure of nature andamounts of specific items 
on own funds during transitional period (Annex VI 
and VII) 

Table 4: Transitional own funds 12 

Article 6 Entry into force from 31 March 2014 N/A N/A 
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	Index of Tables 
	Appendices 
	1 Scope of Application 
	1 Scope of Application 
	1.1 Disclosure Policy 
	1.1 Disclosure Policy 
	This document comprises the Alcentra AssetManagementLimited(AAM)Pillar 3disclosures on capital and risk management as at31 December 2016.ThesePillar 3disclosures are published in accordance with the requirements of the Capital Requirements Regulation (CRR) and the Capital Requirements Directive (CRD) referred to together as CRD IV, which came into effect on 1 January 2014. CRD IV has the effect ofimplementingthe internationalBaselIIIreforms ofthe BaselCommittee on Banking Supervision within the European Uni
	Pillar 3 disclosures are required for a consolidated group and for those parts of the group covered by CRD IV. Pendingimplementation oftheBaselIIIframework by The Bank ofNew York Mellon Corporation (BNY Mellon), the ultimate holding company, there is currently no comparable disclosure provided on a consolidated basis by Alcentra Limited’s  parent company. 
	Information in this reporthasbeenprepared solely to meetPillar 3disclosure requirements of the entity noted, and to provide certain specified information about capital and other risks and details about the management of those risks, and for no other purpose. These disclosures do not constitute any form of financialstatementon the business nordo theyconstituteany formof contemporary or forward-looking record or opinion about the business. 
	This documenthas beenpreparedwith reference to the specific UKbusiness regulated by the Financial Conduct Authority (FCA) – AlcentraLimited(Alcentra). Alcentrais awholly owned subsidiary company of AAM. AAM is not authorised to carry out regulated activities. 
	Unless indicated otherwise, information contained within this documenthasnotbeensubject to external audit. 

	1.2 The Basel III Framework 
	1.2 The Basel III Framework 
	BaselIII istheinternationalbankingaccordintendedto strengthen themeasurement and monitoring of financial institutions’ capital. The Basel III framework was implemented in the European Union through the Capital Requirements Directive (CRD) and establishes a more risk sensitive approach to capital management. It is comprised of three pillars: 
	Pillar 1 – Minimum capital requirement: 
	Establishes rules for the calculation of minimumcapitalfor credit risk, counterparty credit risk, market risk and operational risk and capital resources requirements 
	Pillar 2 – Supervisory review process: 
	Requires firms and supervisors to undertake an internal capital adequacy assessment process to determine whether the financialinstitutionneeds to hold additional capital against risks not adequately covered in Pillar 1 and to take action accordingly 
	Pillar 3 – Market discipline: 
	Complements the other two pillars and effects market discipline through public disclosure showing an institution’s risk management policies, approachto capital management, its capital resources and an analysis of its credit risk exposures 
	Complements the other two pillars and effects market discipline through public disclosure showing an institution’s risk management policies, approachto capital management, its capital resources and an analysis of its credit risk exposures 
	Wherever possible and relevant, the Board will ensure consistency between Pillar 3 disclosures, Pillar 1 reporting and Pillar 2 Internal CapitalAdequacy Assessment Process (ICAAP) content. 


	1.3 Purpose of Pillar 3 
	Pillar 3 requires the external publication of exposures and associated risk weighted assets and the approach to calculating capital requirements for the following risk and exposure types: 
	Pillar 3 requires the external publication of exposures and associated risk weighted assets and the approach to calculating capital requirements for the following risk and exposure types: 
	These Pillar 3 disclosures only focus on those risk and exposure types relevant to Alcentra. 
	Alcentra includes bothquantitativeandqualitative disclosures to show the relevant information and describe its approach to capital management, its capital resources and an analysis of its credit risk exposures. The disclosures also include, where appropriate, comparative figures for the prior year and an analysis of the more significant movements to provide greater insight into its approach to risk management. 
	Credit risk Counterparty credit risk Market risk Credit valuation adjustment Securitisations Operational risk 
	For completeness, other risks that the Alcentra is exposed to, but are not covered above, are also discussed in Appendix 1. 

	1.4 Non-material, Proprietary or Confidential Information 
	1.4 Non-material, Proprietary or Confidential Information 
	In accordance with CRD IV, the Board may omit one or more disclosures if the information provided is not regarded as material. Thecriterionfor materiality usedin these disclosures is thatAlcentrawill regard as material any information where omission or misstatement could change or influence the assessment or decision of a user relying on that information for the purpose of making economic decisions. 
	Furthermore, the Board may omit one or more disclosures if the information provided is regarded as proprietary or confidential. Information is regardedas proprietary if disclosing it publicly would undermine its competitive position. It may include information on products or systems, which, if shared with 
	competitors, would render an institution’s investment therein less valuable. In such circumstance, the 
	Board will state in its disclosures the fact that specific items of information are not disclosed and the reason for non-disclosure. In addition, it willpublish more generalinformation aboutthe subject matter of the disclosure requirement except where these are to be classified as secret or confidential. 
	Alcentra undertakes no obligation to revise or to update any forward looking or otherstatement contained within this report regardless of whether or not those statements are affected as a result of new information or future events. 

	1.5 Frequency and Means of Disclosure 
	1.5 Frequency and Means of Disclosure 
	Disclosure will be made annually based on calendaryear end and willbe published in conjunction withthe preparation of the Annual Report and Financial Statements. Alcentra will reassess the need to publish some or all of the disclosures more frequently than annually in light of any significant change to the relevantcharacteristics ofits business includingdisclosureabout capital resources and adequacy, and information about risk exposure and other items prone to rapid change. 
	In light of market developments associated with Pillar 3, this policy will be periodically reassessed and updated. 
	Disclosures will  be  published  on  Alcentra’s website  (www.alcentra.com) in the Regulatory Information Section. 
	P
	StyleSpan
	Link



	1.6 Board Approval 
	1.6 Board Approval 
	AAM’s Board of Directors on 1 September 2017 approved these disclosures for publication. The Board has verifiedthatthey are consistent withformalpolicies adopted regardingproduction and validation and are satisfied with the adequacy and effectiveness of the risk management arrangements. 

	1.7 Business and Future Developments 
	1.7 Business and Future Developments 
	The Board of Directors periodically reviews the strategy of the Group and the associated products and services it provides to clients. 
	In relation to the assessment and monitoring of economic, political and regulatory ris ks, Alcentra is continuing  to  evaluate  the  impact  of  the  outcome  of  the  recent  referendum  in  relation  to  the  UK’s membership ofthe EU on business strategy andbusiness risks in the short,mediumandlongterm. In the short term there is no significant impact  expected  on  the  Company’s business activities,  there  will  be  no  immediate change in business strategy, and it does not affect the going concern po

	1.8 Key Metrics 
	1.8 Key Metrics 
	The following risk metrics reflect Alcentra’s risk profile: Table 1: Capital ratios 



	Own Funds 
	Own Funds 
	Own Funds 
	Own Funds 
	2016 
	2015 

	Available capital (£m) 
	Available capital (£m) 

	Common Equity Tier 1 (CET1) capital 
	Common Equity Tier 1 (CET1) capital 
	205 
	176 

	Tier 1 capital 
	Tier 1 capital 
	205 
	176 

	Total capital 
	Total capital 
	205 
	176 

	Risk-weighted assets(£m) 
	Risk-weighted assets(£m) 

	Total risk-weighted assets (RWA) 
	Total risk-weighted assets (RWA) 
	355 
	290 

	Risk-based capital ratiosasa percentage ofRWA 
	Risk-based capital ratiosasa percentage ofRWA 

	CET1 ratio 
	CET1 ratio 
	57.7% 
	58.9% 

	Tier 1 ratio 
	Tier 1 ratio 
	57.7% 
	58.9% 

	Total capital ratio 
	Total capital ratio 
	57.7% 
	58.9% 



	Thus the common equity tier 1, total tier 1 and total capital ratios remain in excess of the minimum regulatory requirement of 4.5%, 6.0% and 8.0% respectively. 
	Thus the common equity tier 1, total tier 1 and total capital ratios remain in excess of the minimum regulatory requirement of 4.5%, 6.0% and 8.0% respectively. 
	Thus the common equity tier 1, total tier 1 and total capital ratios remain in excess of the minimum regulatory requirement of 4.5%, 6.0% and 8.0% respectively. 
	Thus the common equity tier 1, total tier 1 and total capital ratios remain in excess of the minimum regulatory requirement of 4.5%, 6.0% and 8.0% respectively. 
	Thus the common equity tier 1, total tier 1 and total capital ratios remain in excess of the minimum regulatory requirement of 4.5%, 6.0% and 8.0% respectively. 
	Thus the common equity tier 1, total tier 1 and total capital ratios remain in excess of the minimum regulatory requirement of 4.5%, 6.0% and 8.0% respectively. 



	1.9 Company Description 
	Alcentra is awholly owned and an operationally independent subsidiary ofBNYAlcentra Group Holdings Inc., which is, in turn, a subsidiary of theBank of NewYork Mellon Corporation (BNYMC). 
	Alcentra is awholly owned and an operationally independent subsidiary ofBNYAlcentra Group Holdings Inc., which is, in turn, a subsidiary of theBank of NewYork Mellon Corporation (BNYMC). 
	BNY Mellon Group(BNYMellon)is aglobalinvestmentscompany dedicatedto helpingits clients manage and service their financial assetsthroughouttheinvestmentlifecycle. Whether providingfinancial services for institutions, corporationsor individualinvestors, BNYMellon delivers informedinvestmentmanagement 
	BNY Mellon Group(BNYMellon)is aglobalinvestmentscompany dedicatedto helpingits clients manage and service their financial assetsthroughouttheinvestmentlifecycle. Whether providingfinancial services for institutions, corporationsor individualinvestors, BNYMellon delivers informedinvestmentmanagement 
	and investmentservices in 35 countries andmore than 100 markets.As at 31 December 2016, BNYMellon had $29.9 trillion in assets under custody and/or administration, and $1.6 trillion in assets under management. BNY Mellon can act as a single point of contact for clients looking to create, trade, hold, manage, service, distribute or restructure investments. Alcentra has regulatory permissions as an investment advisoranddiscretionary fundmanager. Alcentra is considered an IFPRU limited licence firm under Basel
	ParagraphSpan
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	The Bank of New York Mellon (USA) BNY Alcentra Group Holdings, Inc. (USA) Alcentra Asset Management Limited (UK) Alcentra Limited (UK) (FCA regulated) 
	1.10 Core Business Lines 
	1.10 Core Business Lines 
	Alcentra has transitionedfroma predominantly collateralizedloan obligation (CLO)based business to a credit manager specialisingin alternatives. Alcentrahas anumber ofkey strategies of CLO, High Yield, Mezzanine, Direct Lending, Structured Credit, Special Situations and Multi Strategy through which Alcentra has continued to expand its product base through the launch and increase in assets under management (AUM) in its existing funds and managed accounts. 
	1.10.1 Risk Retention 
	1.10.1 Risk Retention 
	Alcentra acts as the risk retention holder for CLO issuances by acting as sponsor or originator and holding the 5% retention stake. These investments can either be in the formof avertical or horizontalstrip of the underlying notes. As aresult of the lower risk associated with averticalstrip(c.80%ofthe investment will be in BBB ratedpaper and above)Alcentrahas optedfor this option to satisfy the EuropeanCentralBank (ECB) rules. As at the end of 2016, Alcentra has launched seven Risk Retention Compliant CLOs 




	2 Own Funds 
	2 Own Funds 
	Own funds comprise tier 1 and tier 2 capital less deductions. This section provides an overview of the regulatory balance sheet and composition of Alcentra’s regulatory own funds. There are a number of differences between the balance sheetpreparedin accordance with FinancialReporting Standard 101: Reduced Disclosure Framework (FRS 101) and Pillar 3 disclosures published in accordance with prudential requirements. 
	CRD IV defines Alcentra’s regulatory capital and includes: 
	Common equitytier1 capital whichis the highestquality formof regulatory capital under Basel III comprising common shares issued and relatedshare premium, retainedearnings andother reserves excluding the cash flow hedging reserve, less specified regulatory adjustments 
	Tier 2 capital whichis acomponent ofregulatory capital under BaselIII, mainly comprising qualifying subordinated loan capital, and eligible collective impairment allowances 
	Table 2: Reconciliation of regulatory own funds 
	Table 2: Reconciliation of regulatory own funds 
	This table shows a reconciliation of Alcentra’s Own Funds prepared in accordance with UK Accounting Standards and applicable law(UK Generally Accepted Accounting Practice), including Financial Reporting Standard 101: Reduced Disclosure Framework (FRS 101) and the regulatory balance sheet prepared under prudential rules. The regulatory balance sheet forms the basis for the calculation of regulatory capital requirements. 



	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	Financial Statements Balance Sheet 
	Regulatory adjustments 
	Regulatory Balance Sheet 

	Assets Cash in hand and on demand balances at central banks Fixed asset investments Debtors Amounts due from group undertakings Other assets Total assets Liabilities Deposits by banks Creditors falling due more than one year Other liabilities Accruals and deferred income Current and deferred tax liabilities Amounts due to group undertakings Total liabilities 
	Assets Cash in hand and on demand balances at central banks Fixed asset investments Debtors Amounts due from group undertakings Other assets Total assets Liabilities Deposits by banks Creditors falling due more than one year Other liabilities Accruals and deferred income Current and deferred tax liabilities Amounts due to group undertakings Total liabilities 
	90 153 28 4 0 275 5 7 0 23 9 26 70 
	0 0 (1) 2 0 1 0 0 0 (1) 0 2 1 
	90 153 27 6 0 276 5 7 0 22 9 28 71 

	Shareholders ’  equity Called up share capital Retained earnings Capital and reserves Total equity and liabilities 
	Shareholders ’  equity Called up share capital Retained earnings Capital and reserves Total equity and liabilities 
	2 203 205 275 
	0 0 0 1 
	2 203 205 276 



	Table 3: Composition of regulatory capital 
	Table 3: Composition of regulatory capital 
	Table 3: Composition of regulatory capital 
	Table 3: Composition of regulatory capital 
	Table 3: Composition of regulatory capital 
	Table 3: Composition of regulatory capital 
	This table shows the composition of Alcentra’s regulatory Own Funds, including all regulatory adjustments and a comparison to the prior year at 31 December 2016. 





	Own Funds (£m) 
	Own Funds (£m) 
	Own Funds (£m) 
	Own Funds (£m) 
	31 December 2016 
	31 December 2015 

	Common Equity Tier 1 (CET1) 
	Common Equity Tier 1 (CET1) 

	Capital Instruments 
	Capital Instruments 
	2 
	2 

	Retained Earnings 
	Retained Earnings 
	203 
	174 

	Reserves and others 
	Reserves and others 
	0 
	0 

	CET1 Adjustments 
	CET1 Adjustments 
	0 
	0 

	Total CET1 
	Total CET1 
	205 
	176 

	Additional Tier 1 Capital (AT1) 
	Additional Tier 1 Capital (AT1) 

	Total AT1 
	Total AT1 
	0 
	0 

	Total Tier 1 Capital 
	Total Tier 1 Capital 
	205 
	176 

	Tier 2 Capital (T2) 
	Tier 2 Capital (T2) 

	Total T2 Capital 
	Total T2 Capital 
	0 
	0 

	TotalOwnFunds 
	TotalOwnFunds 
	205 
	176 



	Table 4: Transitional own funds 
	Table 4: Transitional own funds 
	Table 4: Transitional own funds 
	Table 4: Transitional own funds 
	Table 4: Transitional own funds 
	The table below shows the transitional own funds disclosure at 31 December, 2016. 
	Sect
	Sect
	Sect
	Sect
	Sect
	Table
	TR
	Amount at 
	Subject to pre-CRR 

	Equity Instruments, Reserves and Regulatory Adjustments (£m) 
	Equity Instruments, Reserves and Regulatory Adjustments (£m) 
	disclosure date 
	treatment or prescribed residual amount of CRR 

	CET1 capital: Instruments and Reserves 
	CET1 capital: Instruments and Reserves 

	Capital instruments and the related share premium accounts 
	Capital instruments and the related share premium accounts 
	2 

	of which: ordinary shares 
	of which: ordinary shares 
	2 

	Retained earnings 
	Retained earnings 
	203 

	Accumulated other comprehensive income (and other reserves, to include unrealised gains and losses under the applicable accounting standards) 
	Accumulated other comprehensive income (and other reserves, to include unrealised gains and losses under the applicable accounting standards) 
	0 

	CET1 capital before regulatory adjustments 
	CET1 capital before regulatory adjustments 
	205 
	0 

	CET1 capital: regulatory adjustments 
	CET1 capital: regulatory adjustments 

	Direct and indirect holdings by the institution of the CET1 instruments of 
	Direct and indirect holdings by the institution of the CET1 instruments of 

	financial sector entities where the institution does not have a significant 
	financial sector entities where the institution does not have a significant 
	0 

	investment in those entities 
	investment in those entities 

	Total regulatory adjustments to CET1 
	Total regulatory adjustments to CET1 
	0 

	CET1 capital 
	CET1 capital 
	205 

	AT1 capital 
	AT1 capital 
	0 







	Equity Instruments, Reserves and Regulatory Adjustments (£m) (continued) 
	Equity Instruments, Reserves and Regulatory Adjustments (£m) (continued) 
	Equity Instruments, Reserves and Regulatory Adjustments (£m) (continued) 
	Equity Instruments, Reserves and Regulatory Adjustments (£m) (continued) 
	Equity Instruments, Reserves and Regulatory Adjustments (£m) (continued) 
	Equity Instruments, Reserves and Regulatory Adjustments (£m) (continued) 
	Equity Instruments, Reserves and Regulatory Adjustments (£m) (continued) 
	Equity Instruments, Reserves and Regulatory Adjustments (£m) (continued) 
	Amount at disclosure date 
	Subject to pre-CRR treatment or prescribed residual amount of CRR 

	Tier 1 capital 
	Tier 1 capital 
	205 

	Tier 2 (T2) capital: Instruments and provisions 
	Tier 2 (T2) capital: Instruments and provisions 

	Total regulatory adjustments to T2 capital 
	Total regulatory adjustments to T2 capital 
	0 

	T2 capital 
	T2 capital 
	0 

	Total capital 
	Total capital 
	205 

	Total risk weighted assets 
	Total risk weighted assets 
	355 

	Capital ratios and buffers 
	Capital ratios and buffers 

	CET1 (as a percentage of risk exposure amount) 
	CET1 (as a percentage of risk exposure amount) 
	57.7% 

	T1 (as a percentage of risk exposure amount) 
	T1 (as a percentage of risk exposure amount) 
	57.7% 

	Total capital (as a percentage of risk exposure amount) 
	Total capital (as a percentage of risk exposure amount) 
	57.7% 

	Amounts below the thresholds for deduction (before risk weighting) 
	Amounts below the thresholds for deduction (before risk weighting) 

	Deferred tax assets arising from temporary differences (amount below 10% 
	Deferred tax assets arising from temporary differences (amount below 10% 

	threshold, net of related tax liability where the conditions in Article 38 (3) are 
	threshold, net of related tax liability where the conditions in Article 38 (3) are 
	0 

	met) 
	met) 









	Table 5:Common tier 1andadditionaltier1instrumentsand tier 2instruments 
	Table 5:Common tier 1andadditionaltier1instrumentsand tier 2instruments 
	This table provides a description of the main features of regulatory instruments issued and included as either tier 1 or tier 2 capital in Table 2 at 31 December, 2016. 
	Capital instruments main features 
	Capital instruments main features 
	Capital instruments main features 
	(1) 
	Amount 

	Issuer 
	Issuer 
	Alcentra Limited 

	Governing law(s) of the instrument 
	Governing law(s) of the instrument 
	Law of England and Wales 

	Regulatory treatment 
	Regulatory treatment 

	Post-transitional CRR rules 
	Post-transitional CRR rules 
	Common Equity Tier 1 

	Eligible at solo/(sub-)consolidated/solo & (sub-) consolidated 
	Eligible at solo/(sub-)consolidated/solo & (sub-) consolidated 
	Solo 

	Instrument type 
	Instrument type 
	Ordinary shares 

	Amount recognised in regulatory capital 
	Amount recognised in regulatory capital 
	£1.7 million 

	Nominal amount of instrument 
	Nominal amount of instrument 
	£1.7 million 

	Issue price 
	Issue price 
	£1 

	Accounting classification 
	Accounting classification 
	 Shareholders’  equity 

	Original date of issuance 
	Original date of issuance 
	12 August 1994 

	Perpetual or dated 
	Perpetual or dated 
	Perpetual 

	Original maturity date 
	Original maturity date 
	No maturity 

	Issuer call subject to prior supervisory approval 
	Issuer call subject to prior supervisory approval 
	No 


	Capital instruments main features (1) (continued) 
	Capital instruments main features (1) (continued) 
	Capital instruments main features (1) (continued) 
	Amount 

	Coupons/dividends 
	Coupons/dividends 

	Existence of a dividend stopper 
	Existence of a dividend stopper 
	No 

	Fully discretionary, partially discretionary or mandatory (in terms of timing) 
	Fully discretionary, partially discretionary or mandatory (in terms of timing) 
	Fully discretionary 

	Fully discretionary, partially discretionary or mandatory (in terms of amount) 
	Fully discretionary, partially discretionary or mandatory (in terms of amount) 
	Fully discretionary 

	Existence of step up or other incentive to redeem 
	Existence of step up or other incentive to redeem 
	No 

	Convertible or non-convertible 
	Convertible or non-convertible 
	Non-convertible 

	Write-down features 
	Write-down features 
	No 


	Note (1):this tableis basedon Annex II of ITS Regulation (EU) No. 1423/2013. Some ‘not applicable’ lines have been omitted. 


	Sect
	3 Capital Requirements 
	Alcentra’s capital plan aims to ensure that it holds an appropriate amount of capital to support its business 
	model, allowing for growth and orderly contraction over the life cycle of the business, given a range of plausible but severe stress scenarios. Potential capitalshortfalls are identified overa 5-year period and 
	capital plans adjusted accordingly. The plan is reflective of Alcentra’s risk appetite, which details a 
	commitment to a strong balance sheet characterised by strong liquidity, superior asse t quality and a capital structure which supports the risk taking activities and has the ability to absorb losses. 
	The plan is developed with input from Finance and the business lines. 
	Incorporating the projected earnings based on its business plan, Alcentr a generates a 5-year forecast, which forms the base foundation for financial modeling and stress testing used as part of the ICAAP process. 
	The capital plan effectively incorporates a viewof Alcentra’s currentbusinessmodel, the risks associated 
	with that model, and an assessment of how those risks contribute to the amount of capital required, as per internal and external regulatory criteria. 
	3.1 Calculating Capital Requirements 
	3.1 Calculating Capital Requirements 
	CRD IV allows for different approaches to the calculation of capital requirements. Alcentra uses the standardised approach where risk weights are based on the exposure class to which the exposure is assigned and its credit quality. Theserisk weights used to assess requirementsagainst credit exposures are consistent across the industry. The standardised approach is used for calculating the risk weights assignedto each risk componentincluding credit risk, counterpartycredit risk,marketrisk and operational ris
	Alcentra is classifiedforregulatory andcapital purposes as alimitedlicencefirm. Thereforein accordance 
	with FCA requirement, the company’s Pillar I capital requirement is the greater of the company’s fixed overhead requirement (FOR) or the sum of credit risk and market risk capital requirements. Alcentra’s fixed overhead requirement is significantly less than the sum of credit and market risk requirements. 
	As atDecember 31, 2016, thefixed overheads requirementforAlcentrawas £5.5m. The FORhas been calculated as equal to one quarter of the fixed expenditure of the company less allowable deductions. 
	Table 6: Capital requirements 
	This table shows the consolidated risk weighted assets using the standardised approach and their respective capital requirements. 
	Type of Risk (£m) 
	Type of Risk (£m) 
	Type of Risk (£m) 
	Type of Risk (£m) 
	Type of Risk (£m) 
	Risk Exposure Amount 
	Capital Requirements 

	TR
	31-Dec-16 31-Dec-15 
	31-Dec-16 31-Dec-15 

	Credit risk SA* 
	Credit risk SA* 
	66 102 
	5 8 

	Counterparty Credit risk 
	Counterparty Credit risk 
	0 0 
	0 0 

	Securitisation risk in the banking book SA* 
	Securitisation risk in the banking book SA* 
	276 187 
	22 15 

	Market risk SA* 
	Market risk SA* 
	13 10 
	1 1 

	of which: Foreign Exchange Position risk 
	of which: Foreign Exchange Position risk 
	13 10 
	1 1 

	 Credit Valuation Adjustment – Standardised method 
	 Credit Valuation Adjustment – Standardised method 
	0 0 
	0 0 

	Total 
	Total 
	355 299 
	28 24 

	Total capital 
	Total capital 
	205 176 

	Surplus capital 
	Surplus capital 
	177 152 


	* SA: standardised approach 

	Alcentra meets or exceeds the minimum capital ratios required to maintain a well-capitalisedstatus andto ensure compliance with regulatory requirements at all times. Alcentra sets internal capital target levels higher than the minimum regulatory requirements to ensure there is a buffer, which reflects balance sheet volatility. These ratios have been determined to be appropriate, sustainable and consistent with the capital objectives, business model, risk appetite and capital plan. 



	4 Risk Management Objectives and Policies 
	4 Risk Management Objectives and Policies 
	4.1 Risk Objectives 
	4.1 Risk Objectives 
	Given the critical role that BNY Mellon plays supporting clients and its status as a Global Systemically Important Financial Institution (G-SIFI), the financial stability of all of its constituent legal entities, throughout market cycles and especially during periods of market turbulence, is recognised at a corporation level as an imperative. Clients and market participants need to have confidence that the corporations many legal entities will remain strong and continue to deliver operational excellence and
	Alcentra maintains a risk profile, which is cautious in nature and remains cognisant of the risk/reward trade off. Investors in the funds managed by Alcentra are typically institutional clients such as pension funds and insurance companies, seeking exposure to credit and debt instruments. Alcentra has a comprehensive risk policy and due diligence process, the objective of which is to enable Alcentra to act as an investment manager to those funds with solid infrastructure, high integrity and operational stre
	Alcentra’s principal activity is providing investment management services to its clients. Third party service providers administer the funds that, in some instances, can be a company within the Bank of New York Mellon Corporation. 
	The identification, measurement, monitoring and management of risk are essential elements for the success of operations undertaken by Alcentra, specifically: 
	The Board recognises that defininga risk appetite must consider the views of a number of different 
	stakeholders while accounting for business strategy and risk profile 
	The Board sees embedding the risk appetite into the business strategy as essential 
	The Board recognises that it cannot mitigate all risks. The risk framework includes standard risk 
	management self-assessment tools that take into account loss history and stress testing to measure 
	and monitor whether or not risk controls in place continue to remain effective 
	The Board will seek input from its own and group wide risk committees on a regular basis in its 
	reassessment of appetite and sources of major risks 
	The Board adopts a prudent appetite to all elements of risk to which Alcentra is exposed. 

	4.2 Risk Governance 
	4.2 Risk Governance 
	The Bank of New York Mellon Corporation structures risk oversight and management to cover regional level, legal entity and lines of business (LOB). Aformalgovernance hierarchy is in place to ensure that all areas of the business can effectively escalate issues through the regional and global structure. 
	Governance of Alcentra is carried out through a regular meeting of the Board of Directors (BoD). The BoD consists of both Executive and Non-Executive members as listed below (see section 4.2.1). The BoD is responsible for effectiveand prudentmanagement andperiodically assesses governance arrangements with a view to correcting deficiencies. Members of the BoD are selected based on relevant industry knowledge, skills and expertise to achieve this aim. Alcentra recognises the need for diversity in its 
	recruitment policy. Alcentra is a subsidiary of the Bank of New York Mellon and complies with the group’s 
	policies on Diversity and Inclusion. This policy emphasizes a broad set of qualities and competency to be considers when recruiting. 
	The Alcentra BoD are responsible for the ongoing success and development of the Alcentra business. Objectives are setby the BoD and are denoted in the Boards Terms ofReference document. The day-today decision-making is the responsibility of the executive directors of Alcentra. 
	-

	Governance of Alcentra is distinct from the governance of the investment funds for which Alcentra is appointed as investment manager. ThefundBoardsare responsiblefor monitoring the performance of Alcentra as an investment manager. The clear segregation of responsibility for the governance of Alcentra as a business entity and the fiduciary responsibility for the funds managed by Alcentra ensures that potential conflicts are managed and that the responsibilities of each Board are clear and distinct. 
	The Risk and Compliance Committee meets on a quarterly basis and comprises Alcentra Directors, several senior members ofstaff atAlcentra,the Risk Manager and regional representatives from BNYM IM Risk andCompliance.The committee focus is the assessment and evaluationof allbusiness risk.The Risk and Compliance Committee is responsible for the escalation of issues to the BoD. To ensure the Committee remains independent no portfolio manager sits on the Committee. 
	The BoD are satisfied that it has in place adequate risk management systems in relation to the firms or file and strategy. 

	4.2.1 Board of Directors 
	The main duty and responsibility of the BoD is to define the strategy of Alcentra and to supervise the management of Alcentra. Whilst acting autonomously and in accordance with its legal and regulatory requirements, the Board aligns Alcentra’s strategy to that of its primary shareholder. The Board has overall responsibility for the establishment and maintenance of Alcentra’s risk appetite framework and for 
	The main duty and responsibility of the BoD is to define the strategy of Alcentra and to supervise the management of Alcentra. Whilst acting autonomously and in accordance with its legal and regulatory requirements, the Board aligns Alcentra’s strategy to that of its primary shareholder. The Board has overall responsibility for the establishment and maintenance of Alcentra’s risk appetite framework and for 
	the approval ofthe risk appetite statement, whichis developed in collaborationwiththe Chief Executive Officer (CEO), Head ofRisk andCompliance andChiefFinancialOfficer (CFO). The Boardmust ensure that strategic and business plans are consistent with the approved risk appetite. The Board also has responsibility for: 
	Holding the CEO accountable for the integrity of the risk appetite framework 
	Seeking independent assessment, if deemed necessary, of the integrity and robustness of the risk appetite framework by reference to stakeholder expectations 
	Understandinghowstrategic decisionsalter the riskprofile, and whether the strategic change would cause the risk appetite to be exceeded 
	The Board meets at least quarterly and the directors who served during the year were: 
	Name 
	Name 
	Name 
	Position 
	Nationality 
	Number of directorships held 
	Position 

	D Forbes-Nixon 
	D Forbes-Nixon 
	Director 
	British 
	3 
	Chairman and Chief Executive Officer 

	D Fabian 
	D Fabian 
	Director 
	British 
	5 
	Chief Financial Officer 

	G Brisk 
	G Brisk 
	Director 
	British 
	55* 
	Head of Governance, BNYM IM 

	A Golding 
	A Golding 
	Director 
	British 
	10 
	Non-executive Director 

	A Eilon 
	A Eilon 
	Director 
	British 
	11 
	Non-executive Director 


	* In accordance with Article 91(4a) of Directive 2013/36/EU, executive or non-executive directorships held within the same group shall count as a single directorship. Note: R Bennett resigned on 1 March 2016 and J Algar resigned on 3 August 2016. 
	The Board is responsible for both the management and the oversight of risks together with the quality and effectiveness ofinternal controls buthas delegated risk management oversightto general management, supportedby the risk management committees. TheBoardis responsible forreviewing, challenging and approving all risk managementprocesses including risk identificationand assessment, stress testing and capital adequacy. The various controlfunctions provide furthersupportfor the management of risk within the 
	David Forbes-Nixon, CEO, reports into Mitchell Harris, President of BNY Mellon Investment 
	Management 
	James Algar, Global Head of Risk and Compliance, reports into Chris Rexworthy, EMEA Head of 
	Risk and Compliance, BNY Mellon Investment Management 
	Daniel Fabian, CFO, has a dotted line into the CFO of BNY Mellon Investment Management 
	Although continually monitored, there have been no significant changes in the Company’s risk forums and 
	risk management operating practices and procedures. 

	4.3 Risk Management Framework 
	Alcentra’s risk management framework provides integrated forward-looking risk assessment, management information reporting, risk appetite and capital adequacy process consistency. The framework helps ensure that all material risks in each business line are defined, understood, and effectively managed using well-designed policies and controls. Suitable policies and procedures have been adoptedby Alcentra in order to ensure an appropriatelevel of risk management is directed at the relevant element of the busi
	Alcentra’s risk management framework provides integrated forward-looking risk assessment, management information reporting, risk appetite and capital adequacy process consistency. The framework helps ensure that all material risks in each business line are defined, understood, and effectively managed using well-designed policies and controls. Suitable policies and procedures have been adoptedby Alcentra in order to ensure an appropriatelevel of risk management is directed at the relevant element of the busi
	Alcentra’s risk management framework is designed to: 
	Ensure that risks are identified, managed, mitigated, monitored and reported 
	Define and communicate the types and amount of risks to take 
	Ensure that risk-taking activities are consistent with the risk appetite 
	Monitor emerging risks and ensure they are weighed against the risk appetite 
	Promote a strong risk management culture that considers risk-adjusted performance 
	In line with global policy, Alcentra has adopted the ‘Three Lines of Defence’ model in deploying its risk management framework (figure 2 below). The first line of defence (1LOD) is the business or, in some cases, business partner level. The business takes and owns the risk associated with activities, and it manages the risks andthe related controlprocesses andprocedures on an operational basis. The risk management and compliance functions are the secondline ofdefence(2LOD)and own the enterprise -
	In line with global policy, Alcentra has adopted the ‘Three Lines of Defence’ model in deploying its risk management framework (figure 2 below). The first line of defence (1LOD) is the business or, in some cases, business partner level. The business takes and owns the risk associated with activities, and it manages the risks andthe related controlprocesses andprocedures on an operational basis. The risk management and compliance functions are the secondline ofdefence(2LOD)and own the enterprise -
	wide risk managementframework andprovide independent oversightofthe 1LOD, ensuringthatpolicies are adhered to and challenged. This also includes corporate security, business continuity, financial management and analysis within Finance. The third line of defence (3LOD) is Internal Audit, which independently provides the Alcentra Board and senior management with the assurance that the governance structures, risk management and internal controls in place are effective. Figure 2:ManagingThreeLines of Defence 

	                3rd Internal Audit 2nc1 Risk and Compliance 1a1 Businesses/Legal Entitles BNY Mellon's Assets, Brand and Reputation 3RD INTERNAL AUDIT -Independent from firsttwolines of defence -Conducts risk-based audits -Reports on the company’s effectiveness in identifying and controlling risks 2ND RISK AND COMPLIANCE -Independent oversight and monitoring -Consistent corporate level policies and standards -Reliable and timely enterprise-w ide reporting -Issues escalated in a timely fashion -Includes Corp
	The risk managementfunction monitorsandidentifies emergingrisks with aforward-looking approach. It provides risk managementinformation reportingto the Alcentra Boardandgovernance committees, and 
	The risk managementfunction monitorsandidentifies emergingrisks with aforward-looking approach. It provides risk managementinformation reportingto the Alcentra Boardandgovernance committees, and 
	contributes to a “no surprise” risk culture. It aligns closely with Compliance (2LOD) and Internal Audit 
	(3LOD) plus Finance (as 1LOD control functions). It independently educates staff, promotes risk awareness and continually makes improvements, whilst monitoring progress against defined success criteria for improving the effectiveness of the risk function. 
	Alcentra’s Board adopts a prudent appetite to all elements of risk to which it and its subsidiaries are exposed. Business activities will be managed and controlled in a manner consistent with the Board’s stated tolerances using defined quantitative and qualitative measurements. 
	The Board has sought to establish a clear set of tolerances for its business and has articulated its appetite through a series of statements and metrics. 
	The risk management tools include the reporting and monitoring of top risks, risk and control self assessment, key risk indicators, reporting of operational risk events, information on credit risk, market risk, and liquidity risk profiles. Stress testing is used to analyse a range of appropriate scenarios of varying nature, severity anddurationrelevantto the Alcentrarisk profile. Arange offorward -looking stress test scenarios are considered andundertaken on a quarterly basis. 
	-

	Alcentra’s risk profile is recorded through a number of risk assessment tools, further explained below. 


	4.4 Top Risk Register 
	4.4 Top Risk Register 
	4.4 Top Risk Register 
	The top risk register is created using risk data extrapolated from business risk and control self -assessments, and consultation with business heads.Detailed risk mitigation plans for top risks are owned 
	and maintained by risk and action owners and these plans are also made available to the BNY EMEA Investment Management Risk Management for oversight and challenge. The risk register is a living document and is updated regularly, and at least annually. 

	4.5 Risk Appetite 
	4.5 Risk Appetite 
	BNY Mellon defines risk appetite as the maximum level of risk it is normally willing to accept while pursuingthe interestsof major stakeholders,includingclients, shareholders,employees and regulators i.e. it considers the balance betweenrisk and reward aligningthe strategic goals andthe ov erall risk. At entity level it is linked to the strategic direction set by senior management and is approved by the Alcentra Board. 
	Alcentra’s Risk Appetite Statement is owned and approved by the Board. It describes the level of risk that 
	the Board is willing to accept in its strategy and business activities, given its business objectives and obligations. The statement applies to all subsidiaries and is reviewed at least annually or when the 
	Company’s risk profile changes. 
	Alcentra uses a variety of metrics to measure and monitor its risk taking activities relative to its risk appetite. Capital represents one of the core elements of the risk appetite. Articulating risk appetite through its metrics aids important decision-making by determining actions such as pursuing new products and enterprises, exiting businesses, and aligning resources to maximise potential gains given acceptable levels of risk. 
	Thresholds are established to measure the performance of the business against its risk appetite. The metrics are actively monitored, managed and mitigated through both the Alcentra risk management committee and the BNYM EMEA Investment Management Risk Committee (IMRC), to ensure that the performance of business activities remains within risk tolerance levels. Where residual risks remain (which 
	are within Alcentra’s risk appetite), Alcentra will allocate capital as provision against potential financial 
	loss. 

	4.6 Risk and Control Self-Assessment 
	4.6 Risk and Control Self-Assessment 
	Business lines use Risk and Control Self-Assessment (RCSA) to identify risks associated with their key business processes and to complete a detailed assessment of the risk and associated controls. RCSA control gaps and action plans form part of the standard risk management report to the Alcentra risk management committee andthe IMRCwhich ensures that, althoughthe RCSAprocess is owned by the line of business in conjunction with risk management, the IMRC has oversight of risk to the business and of the key ex

	4.7 Key Risk Indicators 
	4.7 Key Risk Indicators 
	Business lines use Key Risk Indicators (KRIs)to evaluate control effectivenessand residual risk within a business process. Material risks are monitored using appropriate KRIs. Alcentra utilise the corporate-wide KRI process to monitor the extent to which the probability of the high inherent risks materialising is changing and to ensure that appropriate actions are being taken. KRI reporting and monitoring is performed monthly at a minimum using a Red/Amber/Green rating. 

	4.8 Emerging Risk Impact and Priority 
	4.8 Emerging Risk Impact and Priority 
	Risks are prioritised by key representatives from Alcentra according to the assessment of the inherent risk,quality of controls in place to mitigate risk and reduce the likelihoodof each residual risk. Risks are 
	prioritised as ‘High,’ ‘Moderate to High,’ ‘Moderate,’ ‘Moderate to Low’ and ‘Low’ with 
	The top risks assessed form part of the Risk Management and Board reporting. Emerging and high priority risks are also reported to the IMRC. 

	4.9 Operational Risk Events 
	4.9 Operational Risk Events 
	All operational losses and fortuitous gains are recorded locally by Alcentra with those exceeding $10k additionally recorded in the risk management platform, completeness being verified by reconciliation to the generalledger. Risk events arecategorisedand reported to the IMRC monthly. 

	4.10 Credit Risk 
	4.10 Credit Risk 
	Credit risk is the risk ofdefaultfromcounterpartiesor clients for deposits,loans, commitments, securities and other assets where the realisation of the value of the asset is dependent on its ability to perform. 
	Credit risk within Alcentra arises due to exposure to receivables fromfunds(institutionalclients) to which Alcentra provides discretionary investment management or advisory services and to seed capital investments in CLO tranches. 

	4.11 Market Risk 
	4.11 Market Risk 
	Market risk is the risk to a firm’s financial condition arising as a result of adverse movements in the 
	markets, such as foreign currency exchange rates. The only source of market risk facing Alcentra was fromforeign exchange exposure resultingfrom the retranslation of our non-functional currency balances held on our balance sheet. There is no trading book risk. 

	4.12 Top Risks 
	4.12 Top Risks 
	Top risks are identified through high-level assessment undertaken with the Alcentra Board and the risk management committee according to the assessment of the inherent risk, quality of controls in place to 
	mitigate risk and likelihood to identify residual risk. Top risks are rated as ‘High,’ ‘Moderate to High,’ ‘Moderate,’ ‘Moderate to Low’ and ‘Low’ with direction anticipated. The top risks assessed form part of the Risk ManagementCommittee andBoard meetings reporting. Toprisks are also reported into the IMRC. 
	Alcentra’s risk profile is recorded through a number of risk assessment tools and the risk management team prepares and updates the top risk assessment which is reviewed and approved by Alcentra’s Board. 

	4.13 Stress Testing 
	4.13 Stress Testing 
	Alcentra performs stress testing to monitor and quantify risk and capital and ascertain that it holds sufficient capital resources against risks on a forward-looking basis. The process reflects stressed scenarios that identify an appropriate range of adverse circumstances of varying nature, severity and 
	duration relevantto Alcentra’s risk profile. Alcentra’s stress testingprocess conclusion is a statement of 
	the future risk(s)thatthe business faces, controlimprovements to mitigate the impactshould a risk arise and, where appropriate, a recommendation to hold capital against each risk type. 
	Scenarios are derivedfromcurrent, emerging,andplausiblefuturerisks and strategy that are reviewed, discussed and agreed by Alcentra’s risk management and Board. 

	4.14 Escalation of Risks and Issues 
	4.14 Escalation of Risks and Issues 
	A robust framework exists for monitoring and escalation of issues and risks. If a material risk issue occurs, the EMEA Governance Guide for reporting and escalation of material issues and risks is followed. Business management is required to notify senior management, which includes Alcentra Board members, 
	A robust framework exists for monitoring and escalation of issues and risks. If a material risk issue occurs, the EMEA Governance Guide for reporting and escalation of material issues and risks is followed. Business management is required to notify senior management, which includes Alcentra Board members, 
	soon after determination. Risk managementis responsible forsupportingthebusiness lines in achieving the following: 

	Identifying and documenting all material risks, assessing the effectiveness of control design, and ensuring that control gaps are closed 
	Developing and implementing standards and policies appropriate for the business that conform to the principles and guidelines established by Risk 
	Elevating, reporting and investigating operating errors, losses and near misses, identifying root causes and implementing corrective actions 
	Reviewing key indicators for coverage and effectiveness, identifying root causes for red and amber conditions and ensuring implementation of corrective actions 
	Approving the process to accept new business, including ‘Request for Proposal’ preparation, contract 
	acceptance and compliance, and challenging whether Alcentra is being compensated appropriately for the assumption of risk 
	Reviewing the impact of changes in business processes on inherent risks and controls such as reorganisations, newproductsor processes, systemconversions and acquisitions, etc. 
	Ensuring that processes, risks and controls are continually reassessed for appropriateness and completeness 
	Managementinformation is usedto monitor the performanceofthe transaction processing and support services including specific risk exposures (e.g. cash and securities reconciliation breaks) and red/amber/green ratings in respect of the health of the operational functions. 

	4.15 Recovery and Resolution Planning (RRP) 
	4.15 Recovery and Resolution Planning (RRP) 
	Alcentra forms part of Asset Management, a core business line of BNY Mellon for the purposes of its global Recovery and Resolution Planning. BNY Mellon submits its Recovery and Resolution Plans annually to its US regulators. Further, as an indirect subsidiary of The Bank of New York Mellon Corporation, Alcentra is included within BNY Mellon's Single Point of Entry Resolution Strategy. Formore information, please refer to the public section of BNY Mellon's 2017 Resolution Plan, available on the FDIC website.



	5 Credit Risk 
	5 Credit Risk 
	5.1 Definition and Identification 
	5.1 Definition and Identification 
	Credit risk is defined as the risk that an obligor will fail to repay a loan or otherwise meet a contractual obligation as and when it falls due. 
	Credit risk within Alcentra arises because of exposure to receivables from funds (institutional clients) to which Alcentra provides discretionary investment managementor advisoryservices and to seed capital investments in CLO tranches. 

	5.2 Credit Risk Management Framework 
	5.2 Credit Risk Management Framework 
	The Finance Team in conjunction with the Global Operations team monitors Alcentra’s exposure to management fee receivables on a day-to-day basis. Management fees are embedded in Global Operations procedures relating to oversight of the various fund’s waterfall payments on an ongoi ng basis. Fees are tracked andifthe risk of non-paymentis identifiedthis is immediately escalatedto the Finance Team. 
	In relation to inter-company credit risk, Alcentra’s financeteamis responsible for andcontrols all Alcentra Group inter-company lending/borrowing. Although Alcentra Limited has lent a large amount of cash to other Group entities, the netassets of the AlcentraGroup aregreater thanthe inter -company borrowings andhence will remain solvent even in the extreme event of allinter-company borrowings being written off. 
	Since July 2013 due to the ECB rules affecting CLO managers, Alcentra is required to invest 5% of the totalCLOfundsize as either avertical or horizontalstrip ofthe underlying notes.As aresult of the lower risk associated with a vertical strip (c.80% of the investment will be in BBB rated paper and above) Alcentra has opted for this option to satisfy the ECBrules. Investing in CLOs has resulted in an additional credit risk exposure. 
	P
	Link


	5.3 Analysis of Credit Risk 
	5.3 Analysis of Credit Risk 
	Credit risk (including metrics, breaches, and output) is effectively managed in a number of ways: 
	The metrics supporting the management of credit risk aremonitoredon amonthly basis and reported to senior management. Throughout 2016, no breaches were reported for Alcentra. 

	5.4 Monitoring and Reporting 
	5.4 Monitoring and Reporting 
	Credit risk exposure is computed under the standardised approach which uses external credit assessment institution ratings and supervisory risk weights supplied by external credit assessment agencies. The following credit risk exposure tables summarise the credit exposure for Alcentra in accordance with the CRD IV requirements. 
	The definitions below are used in the following tables: 
	Exposure at Default (EAD) is defined as the amount expected to be outstanding, after any Credit Risk Mitigation, if and when a counterparty defaults. Exposure reflects drawn balances as well as allowance for undrawn amounts of commitments and contingent exposures over a one-year time horizon. As such, exposure in this context may differ fromstatutory IFRS accountingbalance sheet carrying values 
	Credit Conversion Factor (CCF) converts the amount of afree creditline and other off-balancesheet transactions (with the exception of derivatives) to an EAD amount. This function is used to calculate the exposure at default 
	-

	Credit Risk Mitigation(CRM) is definedas atechnique to reduce the credit risk associated with an 
	exposure by application of credit risk mitigants such as collateral, guarantees and credit protection 
	Geographic area is based on the continental location for the counterparty 
	Residual maturity is defined as the period outstanding from the reporting date to the maturity or end 
	date of an exposure 
	Table 7:Standardised creditexposure byexposure class 
	Table 7:Standardised creditexposure byexposure class 
	The following tables show the credit risk post CRM techniques using the standardised approach by exposure class at 31 December 2016. 
	Exposure Class (£m) 
	Exposure Class (£m) 
	Exposure Class (£m) 
	Net value at the end of the period 
	Average net value over the period 

	Corporates Institutions Other items 
	Corporates Institutions Other items 
	29 91 3 
	72 37 2 

	Total 
	Total 
	123 
	111 



	Table 8:Securitisation exposure as sponsor 
	Table 8:Securitisation exposure as sponsor 
	This table shows securitisation exposure as sponsor usingthe standardised approachby risk weight. 




	Securitisation exposures (£m) 
	Securitisation exposures (£m) 
	Securitisation exposures (£m) 
	Securitisation exposures (£m) 
	31-Dec-16 
	Exposure 31-Dec-15 
	Risk weight amount 31-Dec-16 31-Dec-15 
	Capital requirement 31-Dec-16 31-Dec-15 

	20% 
	20% 
	94 
	69 
	19 
	14 
	2 
	1 

	50% 
	50% 
	8 
	6 
	4 
	3 
	0 
	0 

	100% 
	100% 
	27 
	5 
	27 
	5 
	2 
	0 

	350% 
	350% 
	8 
	6 
	28 
	21 
	2 
	2 

	1250% 
	1250% 
	16 
	12 
	198 
	144 
	16 
	12 

	Total 
	Total 
	153 
	98 
	276 
	187 
	22 
	15 



	Table 9:Standardised creditexposure by country 
	Table 9:Standardised creditexposure by country 
	Table 9:Standardised creditexposure by country 
	Table 9:Standardised creditexposure by country 
	Table 9:Standardised creditexposure by country 
	This table shows post CRM exposure by class and by geographic area of the counterparty. 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	UK 
	US Luxembourg 
	Netherlands 
	Other 
	Total 

	Corporates Institutions Other items 
	Corporates Institutions Other items 
	1 90 2 
	4 1 0 
	14 0 0 
	10 0 0 
	0 0 1 
	29 91 3 

	Total 
	Total 
	93 
	5 
	14 
	10 
	1 
	123 

	31 December 2015 (£m) 
	31 December 2015 (£m) 
	UK 
	US Luxembourg 
	Netherlands 
	Other 
	Total 

	Corporates Institutions Other items 
	Corporates Institutions Other items 
	8 97 5 
	3 0 0 
	7 0 0 
	9 0 1 
	0 0 1 
	27 97 7 

	Total 
	Total 
	110 
	3 
	7 
	10 
	1 
	131 







	Table 10: Standardised post mitigated credit exposures by counterparty type 
	Table 10: Standardised post mitigated credit exposures by counterparty type 
	Table 10: Standardised post mitigated credit exposures by counterparty type 


	This table shows the credit exposure post CRM classified by class and by counterparty type. 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	General governments 
	Credit Other financial institutions corporations 
	Various balance sheet Items 
	Total 

	Corporates 
	Corporates 
	0 
	0 
	29 
	0 
	29 

	Institutions 
	Institutions 
	0 
	91 
	0 
	0 
	91 

	Other items 
	Other items 
	0 
	0 
	0 
	3 
	3 

	Total 
	Total 
	0 
	91 
	29 
	3 
	123 







	Table 11: Standardised credit exposure by residual maturity This table shows exposure post credit risk mitigation, classified by credit exposure class and residual maturity. 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	On demand 
	Less than 1 year 
	Less then 5 years 
	No stated maturity 
	Total 

	Corporates Institutions Other 
	Corporates Institutions Other 
	4 91 0 
	25 0 1 
	0 0 2 
	0 0 0 
	29 91 3 

	Total 
	Total 
	95 
	26 
	2 
	0 
	123 




	5.5 Analysis of Past Due and Impaired Exposures 
	5.5 Analysis of Past Due and Impaired Exposures 
	An aspect of credit risk management relates to problem debt management, which entails early problem identification through to litigation and recovery of cash where there is no realistic potential for rehabilitation. 
	The following tables provide an analysis of past due and impaired exposures using the following definitions: 
	Past due exposure is when a counterparty has failed to make a payment when contractually due 
	Impaired exposure is when the entity does not expect to collect all the contractual cash flows when they are due 
	Impairment provision is where there is objective evidence thatevents havedetrimentally affected the expected cash flows of an asset or a portfolio of assets. The impairment loss is the difference between the carrying value ofthe asset andthe present valueofits estimatedfuture cashflows and recorded as acharge to the profit andloss account andagainstthe carrying amount ofthe impaired asset. An impairment provision may be either specific or generally assessed 
	As at 31 December 2016, Alcentra had no material impaired assets for which a specific or general provision was required. There were no material assets past due greater than 90 days. Alcentra did not incur any material write-offs ofbaddebts or make any recovery of amountspreviously written off during the year. 
	Table 12:Creditqualityof exposures bycounterpartytype 
	This table provides a comprehensive picture of the credit quality of on-and off-balance sheet exposures. 
	Counterparty type at 31 December 2016 (£m) 
	Counterparty type at 31 December 2016 (£m) 
	Counterparty type at 31 December 2016 (£m) 
	Counterparty type at 31 December 2016 (£m) 
	Counterparty type at 31 December 2016 (£m) 
	Counterparty type at 31 December 2016 (£m) 
	Counterparty type at 31 December 2016 (£m) 
	Exposures 
	Credit risk adjustments 
	Accumulated write-offs 
	Credit risk adjustment charges of the period 
	Net values 

	Non-Defaulted defaulted 
	Non-Defaulted defaulted 
	Specific General 

	Credit institutions 
	Credit institutions 
	0 91 
	0 0 
	0 
	0 
	91 

	Other financial corporations 
	Other financial corporations 
	0 29 
	0 0 
	0 
	0 
	29 

	Various Balance Sheet 
	Various Balance Sheet 

	Items 
	Items 
	0 3 
	0 0 
	0 
	0 
	3 

	Total 
	Total 
	0 123 
	0 0 
	0 
	0 
	123 






	Counterparty type at 31 December 2015 (£m) 
	Counterparty type at 31 December 2015 (£m) 
	Counterparty type at 31 December 2015 (£m) 
	Counterparty type at 31 December 2015 (£m) 
	Counterparty type at 31 December 2015 (£m) 
	Counterparty type at 31 December 2015 (£m) 
	Counterparty type at 31 December 2015 (£m) 
	Exposures 
	Credit risk adjustments 
	Accumulated write-offs 
	Credit risk adjustment charges of the period 
	Net values 

	Non-Defaulted defaulted 
	Non-Defaulted defaulted 
	Specific General 

	Credit institutions 
	Credit institutions 
	0 97 
	0 0 
	0 
	0 
	97 

	Other financial corporations 
	Other financial corporations 
	0 27 
	0 0 
	0 
	0 
	27 

	Various Balance Sheet Items 
	Various Balance Sheet Items 
	0 7 
	0 0 
	0 
	0 
	7 

	Total 
	Total 
	0 131 
	0 0 
	0 
	0 
	131 






	Table 13: Creditqualityof exposures byindustry This table shows the credit quality of exposures by industry type. 
	Industry type at 31 December 2016 (£m) 
	Industry type at 31 December 2016 (£m) 
	Industry type at 31 December 2016 (£m) 
	Industry type at 31 December 2016 (£m) 
	Industry type at 31 December 2016 (£m) 
	Industry type at 31 December 2016 (£m) 
	Industry type at 31 December 2016 (£m) 
	Exposures 
	Credit risk adjustments 
	Credit risk Accumulated adjustment write-offs charges of the period 
	Net values 

	Non-Defaulted defaulted 
	Non-Defaulted defaulted 
	Specific General 

	Financial and insurance activities 
	Financial and insurance activities 
	0 120 
	0 0 
	0 0 
	120 

	Other services 
	Other services 
	0 3 
	0 0 
	0 0 
	3 

	Total 
	Total 
	0 123 
	0 0 
	0 0 
	123 






	Industry type at 31 December 2015 (£m) 
	Industry type at 31 December 2015 (£m) 
	Industry type at 31 December 2015 (£m) 
	Industry type at 31 December 2015 (£m) 
	Industry type at 31 December 2015 (£m) 
	Industry type at 31 December 2015 (£m) 
	Industry type at 31 December 2015 (£m) 
	Exposures 
	Credit risk adjustments 
	Credit risk Accumulated adjustment write-offs charges of the period 
	Net values 

	Non-Defaulted defaulted 
	Non-Defaulted defaulted 
	Specific General 

	Financial and 
	Financial and 

	insurance activities 
	insurance activities 
	0 126 
	0 0 
	0 0 
	126 

	Other services 
	Other services 
	0 5 
	0 0 
	0 0 
	5 

	Total 
	Total 
	0 131 
	0 0 
	0 0 
	131 






	Table 14: Creditqualityof exposures bygeographicalbreakdown This table shows an analysis of pastdue, impaired exposures and allowances by country using the IFRS methodology. 
	Counterparty type at 31 December 2016 (£m) 
	Counterparty type at 31 December 2016 (£m) 
	Counterparty type at 31 December 2016 (£m) 
	Exposures Credit risk adjustments Non-Defaulted Specific General defaulted 
	Accumulated write-offs 
	Credit risk adjustment charges of the period 
	Net values 

	UK 
	UK 
	0 
	93 
	0 
	0 
	0 
	0 
	93 

	US 
	US 
	0 
	5 
	0 
	0 
	0 
	0 
	5 

	Luxembourg 
	Luxembourg 
	0 
	14 
	0 
	0 
	0 
	0 
	14 

	Netherlands 
	Netherlands 
	0 
	10 
	0 
	0 
	0 
	0 
	10 

	Other 
	Other 
	0 
	1 
	0 
	0 
	0 
	0 
	1 

	Total 
	Total 
	0 
	123 
	0 
	0 
	0 
	0 
	123 


	Counterparty type at 31 December 2015 (£m) 
	Counterparty type at 31 December 2015 (£m) 
	Counterparty type at 31 December 2015 (£m) 
	Exposures Credit risk adjustments Non-Defaulted Specific General defaulted 
	Accumulated write-offs 
	Credit risk adjustment charges of the period 
	Net values 

	UK 
	UK 
	0 
	110 
	0 
	0 
	0 
	0 
	110 

	US 
	US 
	0 
	3 
	0 
	0 
	0 
	0 
	3 

	Luxembourg 
	Luxembourg 
	0 
	7 
	0 
	0 
	0 
	0 
	7 

	Netherlands 
	Netherlands 
	0 
	10 
	0 
	0 
	0 
	0 
	10 

	Other 
	Other 
	0 
	1 
	0 
	0 
	0 
	0 
	1 





	Total 
	Total 
	Total 
	Total 
	0
	131 
	0 
	0 
	0 
	0
	131 



	6 Credit Risk Mitigation 
	6 Credit Risk Mitigation 
	6 Credit Risk Mitigation 
	Alcentra manages credit risk through avariety of creditrisk mitigation strategies including collateral and master agreements and netting arrangements. 
	6.1 Netting 
	6.1 Netting 
	International Swaps and Derivatives Association (ISDA) Master Agreements and netting are used to mitigate counterparty credit risk.TheISDAAgreementincorporates schedules thatallowthe contracting parties to customise the terms and conditions to their mutual satisfaction to cover termina tion events, netting arrangements, security and other matters. 
	Netting may taketwo differentforms,close-out netting andsettlement netting. Close-out netting refers to an agreement between Alcentra and a counterparty that, in the event of a default, the non-defaulting party can require that: 
	All open derivative contracts be marked-to-market and summed 
	Asingle netpayment willbe made as final settlementto whichever party holds the overallprofit from the contracts 
	Collateral be liquidated (if held) 
	Settlement netting requires that all foreign exchange obligations payable on the same settlement date, be netted to produce a single payment obligation for each currency traded. 

	6.2 Collateral Valuation and Management 
	6.2 Collateral Valuation and Management 
	Alcentra can receive collateralfrom acounterpartywhich can include guarantees, cash and both equity and debt securities, and has the ability to call on this collateral in the event of a default by the counterparty. 
	Collateral amounts are adjusted on a daily basis to reflect market activity to ensure they continue to achieve an appropriate mitigation of risk value. Securities are marked-to-market daily and haircuts are applied to protect Alcentra in the event of the value of the collateral suddenly reducing in value due to adverse market conditions. Customer agreements can include requirements for the provision of additional collateral should valuations decline. 

	6.3 Wrong-way Risk 
	6.3 Wrong-way Risk 
	Alcentra takes particularcare to ensurethat wrong-way risk between collateral and exposures does not exist. Wrong-way risk results when the exposure to the counterpartyincreases when the counterparty’s credit quality deteriorates. 

	6.4 Credit Risk Concentration 
	6.4 Credit Risk Concentration 
	Credit risk concentrationresults fromexposures to asingle counterparty, borrower or group of connected counterparties or borrowers.Creditrisk mitigation taken by Alcentra may resultin increased exposure to this type of risk which includes on and off-balance sheet (i.e. guarantees) concentration risk. 
	Credit risk concentration originates mostly through Alcentra’s corporate banking activities. Alcentra has an appetite to place only with institutions having an internal rating of 7 or above (equivalent to Moody’s/S&P/Fitch external rating of A3/A-/A-respectively). This limits the spreadbut also ensures th at exposures are well controlled, managed and less likely to default. Guarantees are treated as an exposure against the guarantor institution and managed within this controlled environment. 
	The number of counterparties Alcentra is willing to place funds with is limited and hence, concentration risk can arise from cash balances placed with a relatively small number of counterparties. To mitigate this, exposures are only placed on a very short-term basis, generally overnight (maximum of 180 days), ensuring ability to withdraw funds in a timely manner. In addition, to comply with the Large Exposures Regime, Treasury Services limit placements to a maximum of €150m (equivalent to £128m). 
	Table 15: Creditriskmitigationtechniques – overview 
	This table shows the extent of credit risk mitigation techniques utilized by Alcentra. 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	Exposures unsecured: carrying amount 
	Total exposures secured 
	Exposures secured by collateral 
	Exposures secured by financial guarantees 
	Exposures secured by credit derivatives 

	Total loans Total debt securities Total exposures Of which defaulted 
	Total loans Total debt securities Total exposures Of which defaulted 
	90 0 90 0 
	0 0 0 0 
	0 0 0 0 
	0 0 0 0 
	0 0 0 0 


	Financial and other eligible collateral can include cash,debt securities, equities or gold, andtheir values are taken into account for the purposes of calculating the risk weighted exposure amount of the underlying exposure. 
	There are no exposures covered by guarantees or credit derivatives at 31 December 2016. Using guarantees has the effect of replacing the risk weight of the underlingexposure with that of the institution providing the credit protection. Guarantors are primarily rated as investment grade. 


	7 External CreditAssessmentInstitutions (ECAIs) 
	7 External CreditAssessmentInstitutions (ECAIs) 
	The standardised approach requires Alcentra to use risk assessments prepared by External Credit Assessment Institutions (ECAIs) to determine the risk weightings applied to rated counterparties. Alcentra uses S&P Global Ratings, Moody’s and Fitch Ratings as its chosen ECAIs. There has been no change to these ECAIs during the year. 
	Table 16:MappingofECAIs creditassessments tocreditqualitysteps 
	Table 16:MappingofECAIs creditassessments tocreditqualitysteps 
	Alcentra uses Credit Quality Steps (CQS) to calculate the RWAs associated with credit risk exposures. 
	Each CQS maps to the ECAIs’ credit assessments. 
	This table shows the mapping of Alcentra’s nominated ECAIs’ credit assessments to the CQS. 
	Credit quality steps 
	Credit quality steps 
	Credit quality steps 
	S&P Global Ratings 
	Moody’s Investor Service 
	Fitch Ratings 

	1 
	1 
	AAA to AA-
	Aaa to Aa3 
	AAA to AA
	-


	2 
	2 
	A+ to A
	-

	A1 to A3 
	A+ to A
	-


	3 
	3 
	BBB+ to BBB
	-

	Baa1 to Baa3 
	BBB+ to BBB
	-


	4 
	4 
	BB+ to BB
	-

	Ba1 to Ba3 
	BB+ to BB
	-


	5 
	5 
	B+ to B
	-

	B1 to B3 
	B+ to B
	-


	6 
	6 
	CCC+ and below 
	Caa1 and below 
	CCC+ and below 



	Table 17:Creditqualitysteps andrisk weights 
	Table 17:Creditqualitysteps andrisk weights 
	ECAI risk assessments are used for each exposure class except eligible retail exposures that are assigned a risk weight of 75%. In accordance with the regulations, institutions with a residual maturity of three months or less denominated and funded in the national currency of the borrower shall be assigned a risk weight different to institutions with a risk weight of more than three months. This distinction is shown in the table below. 
	Each CQS is associated with a particular risk weighting. 
	This table shows the prescribed risk weights associated with the CQS by exposure class. 
	Exposure classes 
	Exposure classes 
	Exposure classes 
	CQS 1 
	CQS 2 
	CQS 3 
	CQS 4 
	CQS 5 
	CQS 6 

	Central governments and central banks 
	Central governments and central banks 
	0% 
	20% 
	50% 
	100% 
	100% 
	150% 

	Covered bonds 
	Covered bonds 
	10% 
	20% 
	20% 
	50% 
	50% 
	100% 

	Institutions maturity <= 3 months 
	Institutions maturity <= 3 months 
	20% 
	20% 
	20% 
	50% 
	50% 
	150% 

	Institutions maturity > 3 months 
	Institutions maturity > 3 months 
	20% 
	50% 
	50% 
	100% 
	100% 
	150% 

	Public sector entities 
	Public sector entities 
	20% 
	50% 
	100% 
	100% 
	100% 
	150% 

	Unrated institutions 
	Unrated institutions 
	20% 
	50% 
	100% 
	100% 
	100% 
	150% 

	Corporates 
	Corporates 
	20% 
	50% 
	100% 
	100% 
	150% 
	150% 

	Collective investment undertakings (CIUs) 
	Collective investment undertakings (CIUs) 
	20% 
	50% 
	100% 
	100% 
	150% 
	150% 

	Institutions and corporates with short-term credit 
	Institutions and corporates with short-term credit 
	20% 
	50% 
	100% 
	150% 
	150% 
	150% 

	assessment 
	assessment 

	Securitisation 
	Securitisation 
	20% 
	50% 
	100% 
	350% 
	1250% 
	1250% 


	The risk systems maintain the credit quality step mappings to customers in their database. When calculating the risk weighted value of an exposure using the ECAI risk assessments, the system will identify the customer, the maturity ofthe transaction andthe relevant creditquality stepto determine the risk weight percentage. 
	Table 18: Creditriskexposure andCreditRiskMitigation (CRM)effects 
	Thistable shows the effect ofthe standardised approach on the calculation of capital requirements. Risk weighted exposure amount (RWA) density provides a synthetic metric on the riskiness of each portfolio. 
	Exposure classes (£m) Corporates Institutions Other items 
	Exposure classes (£m) Corporates Institutions Other items 
	Exposure classes (£m) Corporates Institutions Other items 
	Exposures before CCF and CRM Balance sheet amount On-Off29 0 91 0 3 0 
	-

	Exposures post CCF and CRM Balance sheet amount On-Off29 0 91 0 3 0 
	-

	RWA 29 18 6 
	RWA density 100% 20% 204% 

	Total 
	Total 
	123 
	0 
	123 
	0 
	53 
	43% 



	Table 19:Creditrisk exposure byassetclassand risk weight post CCF andCRM 
	Table 19:Creditrisk exposure byassetclassand risk weight post CCF andCRM 
	This table shows the breakdown of exposures after the application of both conversion factors and risk mitigation techniques. 
	Exposure class at 
	Exposure class at 
	Exposure class at 
	0% 
	20% 
	100% 
	150% 
	250% 
	Other 
	Total 

	31 December 2016 (£m) 
	31 December 2016 (£m) 

	Corporates 
	Corporates 
	0 
	0 
	29 
	0 
	0 
	0 
	29 

	Institutions 
	Institutions 
	0 
	91 
	0 
	0 
	0 
	0 
	91 

	Other items 
	Other items 
	0 
	0 
	1 
	0 
	2 
	0 
	3 

	Total 
	Total 
	0 
	91 
	30 
	0 
	2 
	0 
	123 

	Exposure class at 
	Exposure class at 
	0% 
	20% 
	100% 
	150% 
	250% 
	Other 
	Total 

	31 December 2015 (£m) 
	31 December 2015 (£m) 

	Corporates 
	Corporates 
	0 
	0 
	27 
	0 
	0 
	0 
	27 

	Institutions 
	Institutions 
	0 
	97 
	0 
	0 
	0 
	0 
	97 

	Other items 
	Other items 
	0 
	0 
	2 
	0 
	5 
	0 
	7 

	Total 
	Total 
	0 
	97 
	29 
	0 
	5 
	0 
	131 




	8 Counterparty Credit Risk 
	8 Counterparty Credit Risk 
	Counterpartycredit risk is the risk of acounterparty to acontract (recordedin either the trading book or non-trading book) defaulting before fulfilment of cash-flow obligations. The size of the potential loss could be reduced by the application of netting or collateral agreements with the counterparty. 
	Concentration risk covers the risk that ahighproportion ofbusinessvolume is represented by a disproportionate number of clients. 
	Alcentra does business with small number of large clients and high-value underlying investors. Concentration in these types of clients carries inherent risk but is in keeping with business strategy. However, this risk is mitigated by the cash flows arising within client funds and the ability of the manager to receive payment at regular interval from these cash flows. 
	Table 20: Analysis ofthe counterpartycreditrisk(CCR)exposure byapproach This table shows a comprehensive viewofthe methods usedto calculate counterparty credit risk regulatory requirements and the main parameters used within each method. 
	Table 20: Analysis ofthe counterpartycreditrisk(CCR)exposure byapproach This table shows a comprehensive viewofthe methods usedto calculate counterparty credit risk regulatory requirements and the main parameters used within each method. 
	Table 20: Analysis ofthe counterpartycreditrisk(CCR)exposure byapproach This table shows a comprehensive viewofthe methods usedto calculate counterparty credit risk regulatory requirements and the main parameters used within each method. 
	Table 20: Analysis ofthe counterpartycreditrisk(CCR)exposure byapproach This table shows a comprehensive viewofthe methods usedto calculate counterparty credit risk regulatory requirements and the main parameters used within each method. 
	Counterparty credit risk (£000s) 
	Counterparty credit risk (£000s) 
	Counterparty credit risk (£000s) 

	Derivatives -Mark to Market method 
	Derivatives -Mark to Market method 
	31 December 2016 
	31 December 2015 

	Gross positive fair value of contracts 
	Gross positive fair value of contracts 
	113 
	467 

	Potential future credit exposure 
	Potential future credit exposure 
	1,336 
	850 

	Netting benefits 
	Netting benefits 
	0 
	0 

	Net current credit exposure 
	Net current credit exposure 
	1,449 
	1,317 

	Collateral held notional value 
	Collateral held notional value 
	0 
	0 

	Net derivatives credit exposure 
	Net derivatives credit exposure 
	1,449 
	1,317 

	Risk weighted assets 
	Risk weighted assets 
	0 
	0 

	SFT -under financial collateral comprehensive method 
	SFT -under financial collateral comprehensive method 
	31 December 2016 
	31 December 2015 

	Net current credit exposure 
	Net current credit exposure 
	0 
	0 

	Net SFT credit exposure 
	Net SFT credit exposure 
	0 
	0 

	Risk weighted assets 
	Risk weighted assets 
	0 
	0 

	Counterparty credit risk exposure 
	Counterparty credit risk exposure 
	1,449 
	1,317 





	Note: SFT (Securities Financing Transactions) 
	8.1 Credit Valuation Adjustment 
	The credit valuation adjustment is the capitalchargefor potential mark-to-market losses resulting from the credit quality deterioration of a counterparty. The standardised approach uses the external credit rating of each counterparty and includes the effective maturity and exposure at default. 
	The credit valuation adjustment is the capitalchargefor potential mark-to-market losses resulting from the credit quality deterioration of a counterparty. The standardised approach uses the external credit rating of each counterparty and includes the effective maturity and exposure at default. 
	Alcentra does not have any assets subject to the credit valuation adjustment (CVA) capital charge. 
	Table 21:CCR exposures byexposure class andriskweight 
	Table 21:CCR exposures byexposure class andriskweight 
	This table shows the breakdown of counterparty credit risk exposures by exposure class and risk weight attributed according to the standardised approach. 
	31 December 2016 (£000s) 
	31 December 2016 (£000s) 
	31 December 2016 (£000s) 
	31 December 2016 (£000s) 
	31 December 2016 (£000s) 
	31 December 2016 (£000s) 
	31 December 2016 (£000s) 
	31 December 2016 (£000s) 
	0% 
	20% 
	50% 
	100% 
	250% 
	Other 
	Total 

	Corporates 
	Corporates 
	0 
	0 
	0 
	0 
	0 
	0 
	0 

	Institutions 
	Institutions 
	0 
	1,449 
	0 
	0 
	0 
	0 
	1,449 

	Other items 
	Other items 
	0 
	0 
	0 
	0 
	0 
	0 
	0 

	Total 
	Total 
	0 
	1,449 
	0 
	0 
	0 
	0 
	1,449 

	31 December 2015 (£000s) 
	31 December 2015 (£000s) 
	0% 
	20% 
	50% 
	100% 
	250% 
	Other 
	Total 

	Corporates 
	Corporates 
	0 
	0 
	0 
	0 
	0 
	0 
	0 

	Institutions 
	Institutions 
	0 
	1,317 
	0 
	0 
	0 
	0 
	1,317 

	Other items 
	Other items 
	0 
	0 
	0 
	0 
	0 
	0 
	0 

	Total 
	Total 
	0 
	1,317 
	0 
	0 
	0 
	0 
	1,317 







	Table 22: Impact of nettingandcollateralheld onexposure values 
	This table provides an overview of the collateral held on exposures. 
	31 December 2016 (£000s) Derivatives by underlying Securities Financing Transactions Cross-product netting 
	31 December 2016 (£000s) Derivatives by underlying Securities Financing Transactions Cross-product netting 
	31 December 2016 (£000s) Derivatives by underlying Securities Financing Transactions Cross-product netting 
	Gross positive fair value or net carrying amount 1,449 0 0 
	Netting benefits 0 0 0 
	Netted current credit exposure 1,449 0 0 
	Collateral held 0 0 0 
	Net credit exposure 1,449 0 0 

	Total 
	Total 
	1,449 
	0 
	1,449 
	0 
	1,449 





	9 Asset Encumbrance 
	9 Asset Encumbrance 
	Alcentra does not have any encumbered assets due to the nature of its business. The majority of assets relate to group balances or investments required to meet regulatory requirements. 
	Table 23: Encumbered assets 


	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	31 December 2016 (£m) 
	Encumbered assets 
	Unencumbered assets 

	TR
	of which 
	of which 
	of 

	TR
	Carrying amount 
	notionally eligible EHQLA 
	Fair value 
	notionally eligible EHQLA 
	Carrying amount 
	of which EHQLA and 
	Fair value 
	which EHQL A and 

	TR
	and HQLA 
	and HQLA 
	HQLA 
	HQLA 

	Assets of the reporting institution 
	Assets of the reporting institution 
	0
	0 
	276 
	0

	Loans on demand 
	Loans on demand 
	0 
	0 
	94 
	0 

	Equity instruments 
	Equity instruments 
	0 
	0 
	32 
	0 
	32 
	0 

	Debt securities 
	Debt securities 
	0 
	0 
	0 
	0 
	120 
	0 
	120 
	0 

	of which: issued 
	of which: issued 

	by financial 
	by financial 
	0 
	0 
	0 
	0 
	120 
	0 
	120 
	0 

	corporations 
	corporations 

	Other assets 
	Other assets 
	0 
	0 
	30 
	0 



	Note: HQLA (High Quality Liquid Assets) / EHQLA (Extremely High Quality Liquid Assets) 
	Note: HQLA (High Quality Liquid Assets) / EHQLA (Extremely High Quality Liquid Assets) 
	Note: HQLA (High Quality Liquid Assets) / EHQLA (Extremely High Quality Liquid Assets) 
	Note: HQLA (High Quality Liquid Assets) / EHQLA (Extremely High Quality Liquid Assets) 


	10 Market Risk 
	10 Market Risk 
	Market risk is the risk of adverse change to the economic condition of Alcentra resulting from variations in prices, rates, implied volatilities, or correlations of market risk factors. Market risk factors include but are notlimitedto interest rates,foreign exchangerates, equity prices, credit spreads, prepayment rates, and commodity prices. Alcentra’s exposure to market risk arises from foreign exchange (FX) risk and non-tradedinterest rate risk. 
	Foreign exchange risk arises fromoperationalflows in foreign currencies as non-UK clients are billed in US dollars. A lower amount of market risk also arises as a result of investment in money market or other collective investment undertakings. 
	Interest rate risk (IRR)is the risk associated withchanges in interest rate thataffects netinterest income from interest earning assets and interest paying liabilities. 
	Table 24:Market risk – risk weighted assets and capital required 
	Table 24:Market risk – risk weighted assets and capital required 
	This table shows components of the capital requirements and risk weighted assets for market risk using the standardised approach. 
	Position risk components at 31 December 2016 (£m) 
	Position risk components at 31 December 2016 (£m) 
	Position risk components at 31 December 2016 (£m) 
	Risk weighted assets 
	Capital requirements 

	Foreign exchange risk 
	Foreign exchange risk 
	13 
	1 

	Total 
	Total 
	13 
	1 




	11 Interest Rate Risk –  Non-Trading Book 
	11 Interest Rate Risk –  Non-Trading Book 
	Alcentra has no material assets and liabilities subject to IRR, does not run a trading book and seeks to match its interest rate risk on its non-trading book. Its IRR exposure for both on-balance sheet and off-balancesheet assets andliabilities mainly arises frommovements in domestic and foreign interest rate. 
	Table 25:Netinterestincome sensitivitybycurrency 
	Table 25:Netinterestincome sensitivitybycurrency 
	This table shows the net interest income sensitivity by Alcentra’s major transactional currencies. 
	Currency 
	Currency 
	Currency 
	+ 100 basis points 
	-100 basis points 
	+ 100 basis points 
	-100 basis points 

	(000s) 
	(000s) 
	2016 
	2016 
	2015 
	2015 

	USD 
	USD 
	114 
	(114) 
	821 
	(821) 

	EUR 
	EUR 
	1,138 
	(1,138) 
	(55) 
	55 

	GBP 
	GBP 
	6,651 
	(6,651) 
	(1) 
	1 

	Other currencies 
	Other currencies 
	0 
	0 
	0 
	0 

	Total 
	Total 
	7,903 
	(7,903) 
	765 
	(765) 

	As percentage of net interest income 
	As percentage of net interest income 
	5,898% 
	5,898% 
	437% 
	437% 




	12 Operational Risk 
	12 Operational Risk 
	Operational risk is the risk ofloss resultingfrominadequate or failed internalprocesses, people, systems, or from external events (including legal risk but excluding strategic and reputation risk). 
	Operational risk may arise from errors in transaction processing, breaches of internal control, systems and compliance requirements, internal or external fraud, damage to physical assets, and/or business disruption due to systems failures or other events. Operational risk can also arise from potential legal or regulatory actions as a consequence of non-compliance with regulatory requirements, prudent ethical standards or contractual obligations. 
	12.1 Operational Risk Management Framework 
	12.1 Operational Risk Management Framework 
	As a firm with a limited licence there is no own funds regulatory capital requirement for operational risk due to Alcentra,as per CRRArticle 95(2)a. 
	Alcentra has a robust management oversight infrastructure, which ensure policies and procedures areregularly reviewed and updatedto reflectthe development of the business and changes in industry bestpractice. Nonetheless, as asmallbusiness, some reliance is placed on manual controls andprocesses andthe skills/capabilitiesof asmall number of employees which can give rise to operational risks. Augmenting this are oversight service functions such as Compliance, Internal Audit, IT Security and Risk Management o
	The Operational Risk Management Framework (ORMF) provides the processes and tools necessary to fulfil a strategy of managing risk through a culture of risk awareness, a clear governance structure, well defined policies, procedures and reporting and suitable tools for reporting and monitoringto effectively identify,manage, mitigate, monitorand reportthe risks in an organised way to the appropriate governance bodies. 
	The ORMF defines roles and responsibilities through the global policy, using the three lines of defence model as afoundation. Thus, responsibilityfor the management ofOperationalRisk sits first and foremost with the business and functions. 
	The first line is principally the businesses and business process owners, who are responsible for identifying and managingthe risks inherentin the products, activities,processes andsystems for which they are accountable throughout the course of their business activities. 
	The second line of defence, the independent Risk Management function, is responsible for reviewing and challenging the risks identified, assessed and managed by the first line of defence. The Risk Management function is also responsible for building and maintaining the ORMF framework and partnering the first line of defence to enable them to embed it. 
	The third line of defence is Internal Audit (organizationally independent from both the first and second line of defence). A key responsibility of the third line as it pertains to the Operation al Risk Management Framework is to opine on the adequacy of the framework and governance process. 
	The monitoring and reporting of operational risks occurs within Alcentra andBNY EMEA -region risk oversight functions as well as decision-making forums such as new business and risk committees. 
	In order to continually reducethe likelihoodof adverseimpacts fromoperational failures and to aidthe continuedidentification, evaluation, mitigation, andre-assessmentof risks and controls, the activities defined in the ORMF policy are: 
	Identify and understand key business processes and risks 
	Design and document controls 
	Execute the controls 
	Monitor key risk indicators 
	Report key risk indicator performance, issues and actions to resolve 
	Elevate concerns 
	Strengthen controls 
	Re-assess and update when necessary 
	These activities are prescribedthroughthe operational risk framework, assessmentsystems and related processes, including but not limited to: 
	Operational Risk Events (OREs) – A standard for the capture, notification and reporting of OREs. The collection of internal loss data provides information for assessing the company’s 
	exposure to operational risk.Analysis ofloss events providesinsightinto the rootcause and information on whether a control weakness is isolated or potentially more systemic 
	Risk Control-Self Assessment (RCSA) – A comprehensive process for Alcentra to identify 
	risks associated with key business processes, identifying and assessing the quality of controls in place to mitigate risk and assigning accountability for the effectiveness of those controls in place to mitigate that risk 
	Key Risk Indicators (KRIs) – The use of key metrics designed to monitor activities which could cause financial loss or reputation damage to the Company. Periodic and consistent monitoring of KRIs ensures that deviations from predetermined standards can be identified 
	Operational Risk Scenario Analysis -Operational risk scenario analysis is used to forecast the most significant operational risks by combining operational risk data with expert management judgement. The output from this exercise is one of the key inputs for the Operational Loss Modelling 
	These are mandated through Operational Risk Polices. Alcentra also uses the group wide system of record, the Risk Management Platform (RMP), to facilitate many of these processes. 
	Additionally,Alcentra has,in line withthe BNYM Operational risk policy arisk appetitestatement which recognises the inherent nature of operational risk andthe reliance on th eORMF to mitigate it. 
	Alcentra also maintains a top risk register which captures the most material risks associated with the business undertaken andthe risk mitigations currently in place. Operational risk is amongst Alcentra’s material risks. The risk registeris updated atleast annually andfollowing risk control self-assessments. 
	Currentissues, emerging andtop risks, adverse KRIs andOREs (>$10,000) arereported to the BNY EMEA Risk Management Committee. Besides the risk management function, other internal functions also ensure that processes are in place to support the sound operational risk management of the business e.g. Information Risk Management and Business Continuity Planning. 


	13 Leverage 
	13 Leverage 
	The leverage ratio by is calculatedby dividingtier 1capitalby atotal exposure measure which is comprised of a defined sum of asset exposure values and off-balance items. Alcentra is an IFPRU €50k limited licence firm and, in line with CRR requirements, is not required to disclose its leverage ratio. 

	14 Remuneration Disclosure 
	14 Remuneration Disclosure 
	14 Remuneration Disclosure 
	14.1 Governance 
	The governanceof remunerationmatters for BNYMandits group entities,includingAlcentra, the FCA regulated subsidiary of AAM, is overseen by four committees, each with separate responsibilities in respect of remuneration as summarised below: 
	Human Resources and Compensation Committee of BNYM (“HRCC”) is responsible for overseeing BNYM’s employee compensation and benefits policies and programmes globally. It reviews andis responsible for the compensationplans,policies andprograms in whichthe senior officers participate and has general oversight for the other incentive, retirement, welfare and equity arrangements for all employees globally. The members of the HRCC are non-executive 
	members of the BNYM’s Board of Directors, acting on behalf of the BNYM Board of Directors. 
	CompensationOversightCommitteeofBNYM (“COC”) is responsible for providing formal input to the remuneration decision-making process (including through the reviewof remuneration policies for BNYM), which includes reviewing and approving both remuneration arrangements annually and any significant changes proposed to remuneration arrangements (including termination of any arrangement) and advising the HRCC of any remuneration-related issues. The members of the COC are members of management of BNYM, including th
	Incentive Compensation Review Committee (“ICRC”) is the coordinating body of senior executives responsible for the oversight of the process to evaluate and recommend compensation reductions for all employees. Thesedecisionsare basedon feedback regard ing risk, compliance, audit and legal outcomes as well as situations of an employee engaged in fraud or directly or indirectly to have contributed to a financial restatement or other irregularity. The ICRCis amanagement-level committee that reports its recommen
	adjustments are recommendedby the employee’s managementfor reviewand approval by the 
	committee and ex post adjustments are formulated by the committee. The Chief Human Resources Officer chairs the committee supported by the Global Head of Compensation and Benefits. Voting members include the Chief Executive Officer, Chief Risk Officer, Chief Compliance Officer, Chief Auditor, Chief Financial Officer and General Counsel. 
	Alcentra Remuneration Committee (“Alcentra Remco”) has delegated responsibility for remuneration matters fromthe BoardofAlcentra Limited, whichin consultation with the COC, is responsible for remuneration policy decisions and the approval of year -end compensationawards for is respective regulated staff members. This process includes formal input from risk and compliance when determining the amount of any variable incentive awards. 
	In accordance with the PRA and FCA regulatory remuneration requirements, the prescribed responsibility for overseeing the development, and implementation, of the firm’s remuneration policies and practices in relation, PRA and FCA Senior Managers, is held by the Chairman of Europe. This accountability is accomplished through oversight of policies and practices and delegation of key control processes to the Head of International Compensation & Benefits. 
	BNYM undergoes an annual attestation process to ensure thatits remunerationpractices comply with all local laws and regulations as well as best market practice. The implementation of BNYM’s remuneration policies is subject to an annual independent internal review by the internal audit function. External consultants, PwC, were in 2016 engaged in respect of, and provided, initial and high level advice on the remuneration policy developed by the firm. 

	14.2 Aligning Pay with Performance 
	14.2 Aligning Pay with Performance 
	Alcentra aligns its compensation philosophy with BNY Mellon and offers a total compensation opportunity that supports its values; client focus, integrity, teamwork and excellence. It pays for performance, both at the individual and corporate level. It values individual and team contributions and rewards based on how both contribute to business results. In support of this philosophy, variable compensation is regularly used as a means of recognisingperformance. 
	Throughits compensationphilosophy andprinciples, it aligns the interestsofits employees and shareholdersby encouragingactions thatcontribute to superiorfinancialperformance and long -term shareholder value. By rewarding success and by ensuring that its compensation arrangements do not encourage employees to take unnecessary or excessive risks that threaten the values of Alcentra and BNY Mellon or benefit individual employees at the expense of shareholders or other stakeholders. Its compensation structure is

	14.3 Fixed Remuneration 
	14.3 Fixed Remuneration 
	Fixed remuneration is composed of (i) salary, (ii) any additional non-performance related amounts paid as a result of contractual obligations or applicable law, or as a result of market practice, and (iii) any benefits in kind which are awarded as a result of the job rather than the performance within the job. 
	The fixed remuneration of an employee is determined by the job performed, its level of complexity and responsibility, and the remuneration paid in the market for that type of job. It is set at all times, for all staff, at a rate sufficient to provide for full flexibility in the variable remuneration, including a zero variable remuneration. 
	Employees who  have  accepted  to  be  a  director  of  another  of  BNY  Mellon’s legal  entities  are  not  remunerated in their capacity as a director. Independent directors of BNY Mellon onl y receive fixed remuneration, as disclosed in the annual Proxy Statement to shareholders. 

	14.4 Ratio between Fixed and Variable Pay 
	14.4 Ratio between Fixed and Variable Pay 
	Alcentra is regulated by the FCA and complies with all applicable remuneration requirements. Alcentra is an IFPRU €50k limitedlicence firm andis also aproportionality levelthree firm. CRD IV extends the remuneration requirements of its predecessor CRD III and includes additional provisions governing remuneration which are applied by the firm in line with the guidance on proportionality outlined in SYSC 19D. 

	14.5 Variable Compensation Funding and Risk Adjustment 
	14.5 Variable Compensation Funding and Risk Adjustment 
	Alcentra’s staff  are  eligible  to  be  awarded  variable  compensation,  but  have  no  entitlement  to  such  award which are discretionary in nature. 
	In general the total compensation pool for Alcentra, including any variable incentive pool, is based on the profitability of the business with the potential for adjustment by the COC on the basis of a number of factors including risk management. 
	Typically the poolis determined primarily based on pre-taxincome, whichis aprofitbased rather than revenue based measure. Thispoolis subjectto discretionary adjustmentby the COC and HRCC based on factors in assessing the earnings including (but not limited to) significant non -recurring activity, market conditions, interest and currency rates. 
	The incentive pools for businesspartner groups which supportthe Alcentra business are based on a management approved fixed pool adjusted by a number of factors, including corporate performance and risk management. 
	Variable compensation may consist of both upfront cash and deferred components and is determined by the functional hierarchy of the business or function to which the individual staff member belongs, and in accordance with the terms and conditions of the incentive compensation plan that is applicable for the business or business partner service. 
	The deferred componentis intendedto align aportionofthe variable compensation award with the management of longer-term business risk. The deferred compensation component is generally awarded in the form of either BNY Mellon restricted stock units, deferred cash award invested in an appropriate vehicle which is considered suitable, boutique equity or any combination determined appropriate from time to time. 
	To ensure effective risk adjustment, BNY Mellon requires employees who receive variable remuneration awards (both upfront and deferred) to agree to forfeiture and clawback of such awards in the event of fraud, misconduct or actions contributing to the detriment of business interests, including competing with the business and soliciting employees or clients. Where required by regulations, awards to MRTs are subject to more stringent risk adjustment, including, but not limited to, forfeiture and clawback in t

	14.6 Deferral Policy and Vesting Criteria 
	14.6 Deferral Policy and Vesting Criteria 
	For more senior-level employees, a portion of variable compensation will be deferred, under ordinary circumstances for a period of at least three years (albeit such compensation may be deferred on a pro-rata basis for alternative periods), and will be subject to the performance of either (or both) the company or the respectivebusiness. The deferred component of the variable compensation award is usually delivered as either deferred cash award invested in an appropriate vehicle which is considered suitable, 

	14.7 Variable Remuneration of Control Function Staff 
	14.7 Variable Remuneration of Control Function Staff 
	The variable compensation awardedto controlfunction staff(forexample; audit, compliance and risk)is dependent on performance thatis assessed accordingto the achievement of objectives specific to their functional role that are independent of the activities they oversee. Remuneration is benchmarked againstthe marketlevel andfundedindependently ofindividual business line s 
	and adjusted based on BNY Mellon’s overall annual financial performance. 

	14.8 Quantitative Disclosures 
	14.8 Quantitative Disclosures 
	The tables belowprovide details of the aggregateremunerationof senior management and MRTs for Alcentra for the year ended 31 December 2016. 
	For completeness, this group of staff is limited to those considered to be Material Risk Takers. The remuneration amounts are presented on a gross basis, regardless of the time spent by BNY Mellon staff in respect of Alcentra to reflect the full reporting period. No new sign -on or severance payments were made during 2016. 
	Sect
	Table 26:Aggregate remuneration expenditure by business 
	This table shows the aggregate remuneration expenditure for MRTs in 2016 by business. 

	(£000s) 
	(£000s) 
	(£000s) 
	Investment services 
	2 Other
	Total 

	Total remuneration 
	Total remuneration 
	1 
	13,247 
	0 
	13,247 


	1 Senior  Management  is  comprised  of  MRTs  categorized  as  “Senior  Managers”  who  carry  out  a  senior  management  function as determined by the relevant regulators. 2 Includes all support functions and general management positions. 
	Table 27:Aggregate remuneration expenditure by remuneration type 
	Table 27:Aggregate remuneration expenditure by remuneration type 
	This table shows the aggregate remuneration expenditure for MRTs by remuneration type. 
	Senior management3 
	Senior management3 
	Senior management3 
	Other MRTs 
	Total 

	Number of beneficiaries 
	Number of beneficiaries 
	0 
	13 
	13 

	Fixed remuneration (£000s) 4 
	Fixed remuneration (£000s) 4 
	0 
	2,337 
	2,337 

	Total variable remuneration (£000s) 
	Total variable remuneration (£000s) 
	0 
	10,910 
	10,910 

	Variable cash (£000s) 
	Variable cash (£000s) 
	0 
	10,910 
	10,910 

	Variable shares (£000s) 
	Variable shares (£000s) 
	0 
	0 
	0 


	3 Senior  management  is  comprised  of  MRTs  categorised  as  ‘Senior  Managers’  who  carry  out  a  senior  management  function as determined by the relevant regulators. 4 FixedRemuneration includes basesalary and any cash allowances. Pension contribution is not included. 
	3 Senior  management  is  comprised  of  MRTs  categorised  as  ‘Senior  Managers’  who  carry  out  a  senior  management  function as determined by the relevant regulators. 4 FixedRemuneration includes basesalary and any cash allowances. Pension contribution is not included. 
	Table 28:Deferred variable remuneration This table shows the total deferred remuneration for MRTs outstanding from previous years. 


	Senior management 
	Senior management 
	Senior management 
	Senior management 
	Other MRTs 
	Total 

	Number of beneficiaries 
	Number of beneficiaries 
	0 
	13 
	13 

	Total deferred variable remuneration outstanding from previous years (£000s) Total vested (£000s)5 Total unvested (£000s)6 
	Total deferred variable remuneration outstanding from previous years (£000s) Total vested (£000s)5 Total unvested (£000s)6 
	0 0 0 
	14,093 3,886 10,207 
	14,093 3,886 10,207 


	5 Includes total vested cash and equity. Equity portion is valued as at the date the award vested. 6 Total unvested equity is valued as at 1st February, 2017. 
	5 Includes total vested cash and equity. Equity portion is valued as at the date the award vested. 6 Total unvested equity is valued as at 1st February, 2017. 

	Table 29: Numberof individuals being remuneratedEUR1 million or more 
	This table shows the number of individuals who were remunerated €1m or more during 2016. 
	Remuneration 
	Remuneration 
	Remuneration 
	Total number of individuals 

	EUR 1m – EUR 1.5m 
	EUR 1m – EUR 1.5m 
	2 

	EUR 1.5m – EUR 2m 
	EUR 1.5m – EUR 2m 
	1 

	EUR 2m – EUR 2.5m 
	EUR 2m – EUR 2.5m 
	1 

	EUR 4m – EUR 4.5m 
	EUR 4m – EUR 4.5m 
	1 


	Appendix 1 Other Risks 

	Liquidity Risk 
	Liquidity Risk 
	BNY Mellon defines liquidity as the ability to access funding, convert assets to cash quickly and efficiently, or to roll over or issue newdebt, especially during periods of market stress, in order to meet its short‐term (up to one year) obligations. 
	BNY Mellon defines Funding Liquidity risk as the risk that it cannot meet its cash and collateral obligations at a reasonablecost for both expectedand unexpectedcash flowand collateral needs without affecting daily operations or financial conditions. Liquidity risks can arise from funding mismatches, market constraints frominability to convert assets to cash, inability to raise cash in the markets, deposit run-off, or contingent liquidity events. Changes in economic conditions or exposure to credit, market,
	BNY Mellon defines Intraday Liquidity risk as the risk that it cannot access funds during the business day to make payments or settle immediate obligations, usually in real time, primarily due to disruptions or failures. The BNY Mellon Intraday Liquidity Policy is specifically dedicated to managing these risks. 
	Alcentra aims to be self-sufficient for liquidity and seeks to maintain a very liquid balance sheet at all times. Its balance sheetis liability driven in nature primarily due to the nature ofclient deposit taking activity. Alcentra does not originate significant assets fromlending activities, and therefore funding assets are not a significant use of liquidity. While sizable overdrafts can appear periodically, large deposits offset these amounts. Significant deposit balances are transactional in nature and e
	Alcentra will at all times maintain liquidity resources which are adequateboth as to amount and quality,to ensure thatthere is no significantrisk thatits liabilities cannotbe metin full as they fal l due. 
	BNYM firms are requiredto have in place robuststrategies,policies, processes and systems to identify, measure, manage and monitor the liquidity risks to which they may be exposed, including intra-day risk. Firms must have reliable management information to ensureappropriate and timely forward-looking information on the liquidity risk of the firm and early warning indicators to identify increases in liquidity risk. 
	Senior management is responsible for establishing appropriate liquidity risk tolera nces; for 
	approving, reviewing and updating the firm’s approach to managing liquidity risk; and for reviewing the firm’s liquidity position including compliance with the UK FCA liquidity adequacy 
	rule and regularly reportingthis informationto the governing body. 
	Alcentra is self-sufficientin terms ofliquidity resources andfunding. In outline, Alcentrahas a low 
	appetite for liquidity risk in accordance with the firm’s business model. Alcentra receives 
	investment management and performance fees, pays out overheads and expenses (including staffincentive compensation) andholds surplus cashbalanceswithgroup companies and third party banks at short notice. 
	On a day-to-daybasis, Senior Management actively manages liquidity andfundingrequirements. Alcentra as aregulatedfirmfalls under an EMEAProgramme designedto ensure that each firm complies with Liquidity Standards. This is an ongoing Programme of work, which, with respect to Alcentra (a firm with a Limited Licence) is currently focused at the firm level on ensuring compliance with the FCABIPRU 12Systems andControls standards andreportingrequirement under the FCA regime. 
	FCA Systems and Control requirements oblige the governing body (i.e. Board of Directors (BoD)) to express and check conformity with the firm’s liquidity risk appetite. The outputs of the firm’s stress testing should inform the governing body’s decisions on whether the firm’s liquidity risk 
	appetite should be amended and must form the basis of a Contingency Funding Plan. 
	A common Liquidity Risk Management Framework (LRM) and Operating Model apply to all BNYM LimitedLicence investmentfirms tailoredto fitlocalcircumstances.In overview, this LRM framework comprises: 
	P
	Link

	A regime of senior management oversight and governance of LRM (including defining risk strategy, setting risk appetite and tolerance (limits and triggers)) and tracking performance 
	A firm-specific liquidity policy that conforms with Group requirements (including pricing of liquidity risk, management of intra-day liquidity risk and funding diversification and market access) 
	Aregime ofperiodic reportingto senior management ofMismatchCashflowdata across a 12 monthtime horizon andfirm-specific liquidity performance ratios including assessment of the likely survival period under current conditions 
	Stress testing capability at the firm level and preparation of a Contingency Funding Plan is 
	currently under development in accordance with the FCA’s regime transition timetable. This 
	includes creation by senior management of firm-specific and market wide stress scenarios and liquidity risk assumptions which will be modelled across short term (up to two weeks) and protracted (from two weeks to 3 months) time horizons. 
	Alcentra does not have any collateral positions to manage, nor is it necessary for the firm to actively manage liquidity across legal entities,business lines or currencies. Metrics about each 
	firm’s liquidity position are reported to EMEA ALCO. 
	In terms of globalliquidity managementBNYMC enjoys astrongbase of core clientdeposits for its funding which arises fromits role as aleading asset custodian andtrustee. BNYMC does not rely on either retail funding or wholesale funding in its business model. Asset/liability management is managed globally through treasury activities in key financial centers, such as New York, London and Brussels, and is driven by client cash needs and transactions. 
	Business andFinancial Risk 

	Legal Entityand BusinessRisk 
	Legal Entityand BusinessRisk 
	Business Acceptance Workgroups are responsible for aligning new business to appropriate business lines and subsidiaries, assessing and approving the associated risks. 
	Eachlegal entity has arisk manager alignedto the business. Risk managersare independent of the business and oversee the adherence to corporate risk policies and governance requirements. The risk management organisation is based on a threetiered structure beginningwith Corporate Risk which creates the corporatepolicies.Risk Managementformsthe secondtier, andthe third tier is the operational unit which is considered to be the primary owner of all risk relating to the business activities. Each operational unit

	Regulatoryand Compliance Risk 
	Regulatoryand Compliance Risk 
	Compliance risk is the risk of sustainingloss arisingfromnon-compliance withlaws, regulations, directives, reportingstandards andlack of adequately documented and understood processes. 
	Regulatory risk is mitigated using Stress Testing that is carried out on a regular basis, and prior to any regulatory changes coming into force. 
	Monitoring & Reporting risk is the risk of loss arising from a failure to comply with financial reporting standards, agreements or regulatory requirements. This includes risks resulting from action taken by existing and new stockholders, regulators andinvestors who may have sustained losses due to incomplete, inaccurate or untimely reporting of financial performance. 
	Alcentra aims to comply with the applicable laws, regulations, policies, procedures and Alcentra’s Code of Conduct. Existing and new directives and regulations are monitored and reviewed by Compliance and Risk Management and findings are reported to senior management and the Board. Strategies and preparations to comply with regulations are put in place when necessary. 

	Reputation Risk 
	Reputation Risk 
	Reputation risk is the risk to BNYM’s brand and relationships which does not arise out of any error. It can arise from all aspects of business activities, including but not limited to operational failures in business practices, legal or regulatory sanctions, joint ventures with outside firms, engagements with third party vendors, or off-balance sheet activities. 
	BNY Mellon relies heavily on its reputation and standing in the market place to retain and attract clients. Through analysis of other risks, potential reputational impacts have been id entified as follows: 
	Group default or reputational event could lead to loss of confidence in the brand 
	Legal or operational eventleadingto publicisedfailure couldleadto loss of confidence in the brand 
	Inability to provide productsand servicesthatfulfillocal and/orinternationallaw, compliance directives or regulations. This may also resultin regulatory penaltiesand subsequent loss of business 

	Legal Risk 
	Legal Risk 
	Legal risk is the risk ofinadequate legal advice, inadequate contractual arrangements andfailing to take appropriate legal measures to protect rights or changes in laws or regulations. Legal risk could crystallise through: 
	Receipt or provision of wrong or inadequate legal advice 
	Failure to manage litigation or disputes effectively 
	Failure to identify and implement changes in legislation or law 
	Failure to appropriately make notifications required as a result of legal requirements 
	Failure to ensure adequate contractual arrangements (excluding outsourcing arrangements) 
	Failure to manage and/or protect the infringement of rights arising outside of contracts 

	Settlement Risk 
	Settlement Risk 
	Settlement risk is the of arising from the of one counterparty to its side of a transaction, thus preventing other from settling their It tends to occur when are not exchanged simultaneously such as in a multi-leg swap trade. 
	probability 
	loss 
	failure 
	settle 
	counterparties 
	commitments. 
	payments 

	Alcentra is not subject to settlement risk as it holds no securities, or commodities commitments to settle duringthe reportingperiod. Alcentra has no tradingbook.Since January 2014, the bank transacts FX trades for banking book purposes with intra-group legal entities and trades are settled within one business day. To date, the bank has not experienced any unsettled FX transactions. 

	Non-Trading Book Exposures in Equities 
	Non-Trading Book Exposures in Equities 
	Alcentra did not have any non-trading book exposures in equities as at 31 December 2016 or during the reporting period. 

	Securitisation Risk 
	Securitisation Risk 
	Securitisation risk is the risk that the capital resources held in respectof assets tha t Alcentra has securitised is insufficient to cover associated liabilities. As at 31 December 2016 and during the reporting period Alcentra did not have any securitisation risk-weighted exposure. 

	Outsourcing Risk 
	Outsourcing Risk 
	Outsourcing risk is the risk that failure in respect of the provision of services by third party provider(s) could potentially damage Alcentra’s operations, or if contracts with any of the third party providers are terminated, that Alcentra may not be able to find alternative providers on a timely basis or on equivalent terms. 
	Alcentra relies on internal and external outsourcing entities within and outside ofthe BNY Mellon groupto performits core business activities. To date, Alcentra has only outsourced critical tasks to BNY Mellon group entities that hold the required permissions in their jurisdiction to carry out the respective delegatedtasks.Currently thereare no criticaltasks outsourcedto external third parties. 
	Alcentra’s outsourcing policy describes minimum standards that should be ado pted when considering or dealing with a service and/or activity that is outsourced to another legal entity, either within the BNY Mellon group or to an external provider and establishes a framework for evaluating and analysing outsourcing projects. 

	Business Risk 
	Business Risk 
	Business risk is the risk of loss that the business environment poses to Alcentra’s profitability. It normally consists of items such as changes in the external macro environment or client behaviour, inappropriate management actions and performance of competitors. The list is not exhaustive. 
	Alcentra’s main business risk driver is key man risk, coming from a small number of key 
	employees. The Alcentra BoD accepts this risk as a necessary feature of its operating model. 

	Concentration Risk 
	Concentration Risk 
	Concentration risk is the risk of loss arising from significant interrelated asset or liability exposures, which in cases of distress associated with markets, sectors, countries, or areas of activity, may threaten the stability of the institution. 
	Traditionally analysed in relationto credit activities, concentration risk arises fromexposures that may arise within or across different risk types,includingintra-risk concentrationwhere exposure concentration exists within a single risk type, and inter-risk concentrationarising frominteractions between different risk exposures across different risk categories connected by a common risk factor (e.g. counterparties, vendor, economic sector, geographic region, and/or financial instrument/product type). 
	Alcentra does business with small number of large clients and high-value underlying investors. Concentration in these types of clients carries inherent risk but is in keeping with business 
	strategy. However, this risk is mitigated by the cash flows arising within client funds and the ability of the manager to receive payment at regular interval from these cash flows. 
	Alcentra manages concentration risk as part of its credit, market, operational and liquidity management policies. 

	Group Risk 
	Group Risk 
	Group risk is the risk that the financial position of Alcentra may be adversely affected by its relationships (financial and non-financial)with other entities within BNY Mellon or by risks which may affectthe financialposition ofthe whole for example reputational contagionor Group default. 
	Group,

	As part of a large complex and interconnected company, Alcentra has a number of dependencies on BNY Mellon. These include business leadership, dependency on certain IT systems and support services provided by central functions. 
	Alcentra managementhasconsidered severalpossible scenarios where theseservices may be affected.These includeIT services outageand otherbusiness continuity issues. Although these will cause operational issues they are not expected to have a significant cost impact and are therefore not modelled,but are includedin the scenarios as part of operational risk assessment and in the liquidity stress testing. 

	Model Risk 
	Model Risk 
	Model risk refers to the possibility of unintended business outcomes arising from the design, implementation or use of models. Model risk includes the potential risk that management makes incorrect decisions basedeitherupon incorrect model results, or incorrect understandingand use of model results. 
	Model risk can result in material financial loss, inaccurate financial or regulatory reporting, misaligned business strategies or damage to the reputation of Alcentra or BNY Mellon as a whole. Alcentra uses models in its risk managementframework.All models have been assessed in line with the relevant corporate policies and model risk management framework wherein the individual modelis categorisedinto one ofthreetiers based on materiality,complexity, and level of reliance. The tiers determine the controls ap
	governance. 
	Model Risk Management Governance has responsibility for the governance of inventory and provides a mechanism to report on models to key stakeholders. 
	Models that impact the capital assessment process are categorised as Tier 1 models and the execution of the validation of Tier 1 models is performed by a designated independent model validation function. Tier1 models are requiredto be validatedor reviewed, as per the validation standards, at least annually. 
	BNY Mellon Internal Audit provides independent reviews of compliance with the corporate model validation policy. 

	Strategic Risk 
	Strategic Risk 
	Strategic risk is defined as the risk of direct or indirect loss arising fromthe adverse effectsor the improper implementation of business decisions. It is a function of the compatibility of an organisation’s strategic goals, the business strategies developed, the resources deployed to achieve those goals and the quality of implementation. It can result from either a misalignment between strategic decisions taken at the Asset Servicing and Alternative Investment Services business level which impact Alcentra

	Country Risk 
	Country Risk 
	Country risk is the risk of adverse impact on operating profits and/or value of assets due to changes in the business environment resulting from political or macroecon omic factors. It can also arise from exposure to sovereign and economic debts in EMEA countries such as Italy, Russia, and the Eurozone. 

	Pension Obligation Risk 
	Pension Obligation Risk 
	Pension obligation risk is caused by contractual liabilities or moral obligation to a company’s staff pension schemes. Alcentra only operatesa defined contribution pension scheme for its staff, and has no defined benefit pension scheme; as such it is not exposed to the pension obligation risk. 
	Appendix 2 Glossary of Terms 
	The following terms are used in this document: 
	 ALCO: Asset and Liability Committee  Basel III: The capital reforms andintroduction of agloballiquidity standardproposed by the Basel Committee on Banking Supervision in 2010  BNY Mellon: The Bank of New York Mellon Corporation  CRD IV: On 27 June 2013, the European Commission published, through the Official Journal of the European Union, its legislation for a Capital Requirements Directive (CRD) and Capital Requirements Regulation (CRR), which together form the CRD IV package. Amendments published on 
	 ALCO: Asset and Liability Committee  Basel III: The capital reforms andintroduction of agloballiquidity standardproposed by the Basel Committee on Banking Supervision in 2010  BNY Mellon: The Bank of New York Mellon Corporation  CRD IV: On 27 June 2013, the European Commission published, through the Official Journal of the European Union, its legislation for a Capital Requirements Directive (CRD) and Capital Requirements Regulation (CRR), which together form the CRD IV package. Amendments published on 
	 ALCO: Asset and Liability Committee  Basel III: The capital reforms andintroduction of agloballiquidity standardproposed by the Basel Committee on Banking Supervision in 2010  BNY Mellon: The Bank of New York Mellon Corporation  CRD IV: On 27 June 2013, the European Commission published, through the Official Journal of the European Union, its legislation for a Capital Requirements Directive (CRD) and Capital Requirements Regulation (CRR), which together form the CRD IV package. Amendments published on 

	 Internal CapitalAdequacyAssessment Process (ICAAP): The group’s own assessment of the levels of capital that it needs to hold through an examination of its risk profile from regulatory and economic capital viewpoints 
	 Internal CapitalAdequacyAssessment Process (ICAAP): The group’s own assessment of the levels of capital that it needs to hold through an examination of its risk profile from regulatory and economic capital viewpoints 

	 ISDA Master Agreement: A document that outlines the terms applied to a derivatives transaction between two parties. Once the two parties have agreed to the standard terms, they do not have to renegotiate eachtime a newtransaction is entered into  Key Risk Indicator (KRI): Key Risk Indicators are used by business lines to evaluate control effectiveness and residual risk within a business process  Master Netting Agreement: An agreement between two counterparties that have multiple contracts with each othe
	 ISDA Master Agreement: A document that outlines the terms applied to a derivatives transaction between two parties. Once the two parties have agreed to the standard terms, they do not have to renegotiate eachtime a newtransaction is entered into  Key Risk Indicator (KRI): Key Risk Indicators are used by business lines to evaluate control effectiveness and residual risk within a business process  Master Netting Agreement: An agreement between two counterparties that have multiple contracts with each othe


	-Formal governance committees, with mandates and defined attendees -Clearly defined escalation processes, both informally (management lines) and formally 
	(governance committees, board, etc.) -A clear business as usual process for identification, management and control of risks -Regular reporting of risk issues 
	 Risk Management Committee (RMC): A committee which meets on a monthly basis to provide governance on risk related items arising from the business of the group  Risk Weighted Assets (RWA): Assets that are adjusted for their associated risks using weightings established in accordance with CRD IV requirements  Standardised Approach: Method used to calculate credit risk capital requirements using the Basel III, CRD IV, CRR model supplied by the BCBS. All financial institutions must opt to either use the sta
	 Risk Management Committee (RMC): A committee which meets on a monthly basis to provide governance on risk related items arising from the business of the group  Risk Weighted Assets (RWA): Assets that are adjusted for their associated risks using weightings established in accordance with CRD IV requirements  Standardised Approach: Method used to calculate credit risk capital requirements using the Basel III, CRD IV, CRR model supplied by the BCBS. All financial institutions must opt to either use the sta
	 Risk Management Committee (RMC): A committee which meets on a monthly basis to provide governance on risk related items arising from the business of the group  Risk Weighted Assets (RWA): Assets that are adjusted for their associated risks using weightings established in accordance with CRD IV requirements  Standardised Approach: Method used to calculate credit risk capital requirements using the Basel III, CRD IV, CRR model supplied by the BCBS. All financial institutions must opt to either use the sta


	Appendix 3 CRD IV Reference 
	CRR ref. 
	CRR ref. 
	CRR ref. 
	Requirement summary 
	Compliance ref. 
	Page ref. 

	Scope of disclosure requirements 
	Scope of disclosure requirements 

	431 (1) 
	431 (1) 
	Institutions shall publishPillar 3 disclosures 
	BNY Mellon publishes Pillar 3 disclosures 
	N/A 

	431 (2) 
	431 (2) 
	Firms with permission to use specific operational risk methodologies must disclose operational risk information 
	N/A 
	N/A 

	431 (3) 
	431 (3) 
	Institutions shall adopt a formalpolicyto comply with the disclosure requirements 
	BNY Mellon has a dedicated Pillar 3 policy 
	N/A 

	431 (4) 
	431 (4) 
	Explanation of ratings decisionuponrequest 
	N/A 
	N/A 


	Non-material, proprietary or confidential information 
	432 (1) 
	432 (1) 
	432 (1) 
	Institutions may omit disclosures if the information is not regarded as material (except Articles 435(2)(c), 437 and 450) 
	Refer to Pillar 3 policy 
	N/A 

	432 (2) 
	432 (2) 
	Institutions may omit information that is proprietary or confidential if certain conditions are respected 
	Refer to Pillar 3 policy 
	N/A 

	432 (3) 
	432 (3) 
	Where 432 (1) and (2) applythis must be statedin the disclosures, and more general information must be disclosed 
	N/A 
	N/A 

	432 (4) 
	432 (4) 
	Paragraphs 1, 2 & 3 are without prejudice to the scope of the liability for failure to disclose material information 


	Frequency of disclosure 
	433 
	433 
	433 
	Institutions shall publishthe disclosures required 
	Refer to Pillar 3 policy 
	N/A 

	TR
	at least on an annual basis, inconjunctionwith the 

	TR
	date of the publication of the financialstatements 


	Means of disclosure 
	434 (1) 
	434 (1) 
	434 (1) 
	Institutions may determine the appropriate medium, locationand means of verification to comply effectively 
	Single Pillar 3 disclosure 
	N/A 

	434 (2) 
	434 (2) 
	Disclosures made under other requirements (e.g. accounting) canbe used to satisfy Pillar 3 if appropriate 
	Any cross-references to accountingor other disclosures are clearlysignposted in this document 
	N/A 


	Risk management objectives andpolicies 
	Risk management objectives andpolicies 
	Scope of application 

	435 (1) 
	435 (1) 
	435 (1) 
	435 (1) 
	435 (1) 
	435 (1) 
	435 (1) 
	435 (1) 
	Institutions shall disclose their risk management objectives andpolicies 
	Section 4 Risk Management Objectives and Policy 
	16-23 

	435 (1) (a) 
	435 (1) (a) 
	Strategies andprocesses to manage those risks 
	Section 4.1 Risk Objectives 
	16 

	435 (1) (b) 
	435 (1) (b) 
	Structure and organisation of the riskmanagement function 
	Section 4.2 Risk Governance 
	16 

	435 (1) (c) 
	435 (1) (c) 
	Scope and nature of risk reporting and 
	Section 4.1 -
	4.15 
	16-23 

	TR
	measurement systems 

	435 (1) (d) 
	435 (1) (d) 
	Policies for hedging and mitigating risk 
	Section 4.3 -
	4.15 
	18-23 

	435 (1) (e) 
	435 (1) (e) 
	Approved declaration on the adequacy of risk management arrangements 
	Section 4 Risk Management Objectives and Policy 
	16-23 

	435 (1) (f) 
	435 (1) (f) 
	Approved riskstatement describing the overall risk profile associated with business strategy 
	Section 4 Risk Management Objectives and Policy 
	16-23 

	435 (2) (a) 
	435 (2) (a) 
	Number of directorships heldby directors 
	Section 4.2.1 Board of Directors 
	18 

	435 (2) (b) 
	435 (2) (b) 
	Recruitment policy of Boardmembers, their experience and expertise 
	Section 4.2.1 Board of Directors 
	18 







	435 (2) (c) 
	435 (2) (c) 
	435 (2) (c) 
	Policy on diversity of Boardmembershipand results against targets 
	Section 4.2.1 Board of Directors 
	18 

	435 (2) (d) 
	435 (2) (d) 
	Disclosure of whether a dedicated risk committee is in place, and number of meetings inthe year 
	Section 4.2.1 Board of Directors 
	18 

	435 (2) (e) 
	435 (2) (e) 
	Descriptionof information flow on riskto Board 
	Section 4.2.1 Board of Directors 
	18 


	436 (a) 
	436 (a) 
	436 (a) 
	The name of the institution to whichthe requirements of this Regulation apply 
	Section 1 Scope of Application 
	6-10 

	436 (b) 436 (b) (i) 436 (b) (ii) 436 (b) (iii) 436 (b) (iv) 
	436 (b) 436 (b) (i) 436 (b) (ii) 436 (b) (iii) 436 (b) (iv) 
	Outline the differences inthe basis of consolidationfor accounting and prudential purposes, with a brief descriptionof the entities therein, explaining whether they are: fully consolidated; proportionally consolidated; deducted from own funds; neither consolidated nor deducted 
	Section 1 Scope of Application 
	6-10 

	436 (c) 
	436 (c) 
	Current or foreseen material practical or legal impediment to the prompt transfer of own funds or repayment of liabilities amongthe parent undertakingandits subsidiaries 
	N/A 
	N/A 

	436 (d) 
	436 (d) 
	Aggregate amount by which the actual Own Funds are less thanrequired inall subsidiaries not included in the consolidation, and the name or names of such subsidiaries 
	N/A -Entities outside the scope of consolidationare appropriately capitalised 
	N/A 

	436 (e) 
	436 (e) 
	If applicable, the circumstance of making use of the provisions laid downin Articles 7 & 9 
	N/A 
	N/A 


	Own funds 
	437 (1) 
	437 (1) 
	437 (1) 
	Requirements regarding capital resources table 
	Section 2 Own Funds 
	11-14 

	437 (1) (a) 
	437 (1) (a) 
	Full reconciliation of CommonEquity Tier 1 (CET1) items 
	Table 2: Reconciliation of Regulatory Own Funds 
	11 

	437 (1) (b) 
	437 (1) (b) 
	Descriptionof the mainfeatures of the CET1 and Additional Tier 1 and Tier 2 instruments 
	Table 3: Compositionof regulatory capital 
	12 

	437 (1) (c) 
	437 (1) (c) 
	Full terms andconditions of all CET1, Additional Tier 1 and Tier 2 instruments 
	Table 3: Compositionof regulatory capital 
	12 

	437 (1) (d) (i) 437 (1) (d) (ii) 437 (1) (d) (iii) 
	437 (1) (d) (i) 437 (1) (d) (ii) 437 (1) (d) (iii) 
	Each prudent filter applied Each deductionmade Items not deducted 
	Table 2: Reconciliation of Regulatory Own Funds 
	11 

	437 (1) (e) 
	437 (1) (e) 
	Descriptionof all restrictions appliedto the calculation of Own Funds 
	N/A -no restrictions apply 
	N/A 

	437 (1) (f) 
	437 (1) (f) 
	Explanation of the basis of calculating capital ratios using elements of Own Funds 
	N/A -Capital ratios calculated on basis stipulated inthe Regulations 
	N/A 

	437 (2) 
	437 (2) 
	EBA to publishimplementation standards for points above 
	BNYM follows the implementation standards 
	N/A 


	Capital requirements 
	Capital requirements 
	Exposure to counterparty credit risk (CCR) 

	438 (a) 
	438 (a) 
	438 (a) 
	Summary of institution’s approachto assessing adequacy of capital levels 
	Section 3 Capital Requirements 
	15 

	438 (b) 
	438 (b) 
	Result of ICAAP on demand from authorities 
	N/A 
	N/A 

	438 (c) 
	438 (c) 
	Capital requirement amounts for credit riskfor each standardised approachexposure class 
	Table 7: Standardised credit exposure by exposure class 
	25 

	438 (d) 438 (d) (i) 438 (d) (ii) 438 (d) (iii) 438 (d) (iv) 
	438 (d) 438 (d) (i) 438 (d) (ii) 438 (d) (iii) 438 (d) (iv) 
	Capital requirements amounts for credit risk for each Internal Ratings Based Approach exposure class 
	N/A – internal ratings based approach is not used 
	N/A 


	438 (e) 
	438 (e) 
	438 (e) 
	Own funds requirements for market riskor settlement risk, or large exposures where they exceed limits 
	Table 6: Capital requirements and Section 10: Market Risk 
	15 & 36 

	438 (f) 
	438 (f) 
	Own funds amounts for operational risk, separately for the basic indicator approach, the standardised approach, andthe advanced measurement approaches as applicable 
	Table 6: Capital requirements and Section 12: Operational Risk 
	15 & 38-39 

	438 (endnote) 
	438 (endnote) 
	Requirement to disclose specialised lending exposures and equity exposures inthe banking book falling under the simple risk weight approach 
	Table 6: Capital requirements 
	15 


	439 (a) 
	439 (a) 
	439 (a) 
	Descriptionof process to assign internal capital and credit limits to CCR exposures 
	Section 8 CounterpartyCredit Risk 
	33-34 

	439 (b) 
	439 (b) 
	Discussionof process to secure collateral and establishing reserves 
	Section 8 CounterpartyCredit Risk 
	33-34 

	439 (c) 
	439 (c) 
	Discussionof management of wrong-way exposures 
	Section 8 CounterpartyCredit Risk 
	33-34 

	439 (d) 
	439 (d) 
	Disclosure of collateral to be provided (outflows) in the event of a ratings downgrade 
	N/A – a credit ratings downgrade is managed at the BNYM Corp level 
	N/A 

	439 (e) 
	439 (e) 
	Derivation of net derivative credit exposure 
	Section 8 CounterpartyCredit Risk 
	33-34 

	439 (f) 
	439 (f) 
	Exposure values for mark-to-market, original exposure, standardisedandinternal model methods 
	Section 8 CounterpartyCredit Risk 
	33-34 

	439 (g) 
	439 (g) 
	Notional value of credit derivative hedges and current credit exposure by type of exposure 
	N/A – BNYM does not have credit derivative transactions 
	N/A 

	439 (h) 
	439 (h) 
	Notional amounts of credit derivative transactions for own credit, intermediation, bought andsold, by product type 
	N/A – BNYM does not have credit derivative transactions 
	N/A 

	439 (i) 
	439 (i) 
	Estimate of alpha, if applicable 
	N/A 
	N/A 


	Capital buffers 
	440 (1) (a) 
	440 (1) (a) 
	440 (1) (a) 
	Geographical distribution of relevant credit exposures 
	N/A 
	N/A 

	440 (1) (b) 
	440 (1) (b) 
	Amount of the institutionspecific countercyclical capital buffer 
	N/A 
	N/A 

	440 (2) 
	440 (2) 
	EBA will issue technicalimplementation standards related to 440 (1) 
	N/A 
	N/A 


	Indicators of global systemic importance 
	441 (1) 
	441 (1) 
	441 (1) 
	Disclosure of the indicators of global systemic importance 
	N/A 
	N/A 

	441 (2) 
	441 (2) 
	EBA will issue technicalimplementation standards related to 441 (1) 
	N/A 
	N/A 


	Credit risk adjustments 
	Credit risk adjustments 
	Unencumbered assets 

	442 (a) 
	442 (a) 
	442 (a) 
	Disclosure of bank’s definitions of past due and impaired 
	Section 5.5 Analysis of Past Due and Impaired Exposures 
	26-28 

	442 (b) 
	442 (b) 
	Approaches for calculating credit risk adjustments 
	Section 5.5 Analysis of Past Due and Impaired Exposures 
	26-28 

	442 (c) 
	442 (c) 
	Disclosure of pre-CRMEAD by exposure class 
	Section 5.4 Table 7: Standardised credit exposure by exposure class 
	25 

	442 (d) 
	442 (d) 
	Disclosures of pre-CRMEAD by geography and exposure class 
	Section 5.4 Table 9: Standardised credit exposure by country 
	25 

	442 (e) 
	442 (e) 
	Disclosures of pre-CRMEAD by industry and exposure class 
	Section 5.4 Table 10: Standardised post mitigated credit exposures by counterparty type 
	26 


	442 (f) 
	442 (f) 
	442 (f) 
	Disclosures of pre-CRMEAD by residual maturity and exposure class 
	Section 5.4 Table 11: Standardised credit exposure by residual maturity 
	26 

	442 (g) 442 (g) (i) 442 (g) (ii) 442 (g) (iii) 
	442 (g) 442 (g) (i) 442 (g) (ii) 442 (g) (iii) 
	Breakdown of impaired, past due, specific and general credit adjustments, andimpairment charges for the period, by exposure class or counterparty type 
	Section 5.5 Table 12: Credit quality of exposures by counterparty type 
	27 

	442 (h) 
	442 (h) 
	Impaired, past due exposures, by geographical area, and amounts of specific and general impairment for eachgeography 
	Section 5.5 Table 15: Credit quality of exposures by geographical breakdown 
	28 

	442 (i) 442 (i) (i) 442 (i) (ii) 442 (i) (iii) 442 (i) (iv) 442 (i) (v) 
	442 (i) 442 (i) (i) 442 (i) (ii) 442 (i) (iii) 442 (i) (iv) 442 (i) (v) 
	Reconciliation of changes inspecific and general credit risk adjustments 
	Section 5.5 Analysis of Past Due and Impaired Exposures 
	26-28 

	442 endnote 
	442 endnote 
	Specific credit risk adjustments recordedto income statement are disclosedseparately 
	Section 5.5 Analysis of Past Due and Impaired Exposures 
	26-28 


	443 
	443 
	443 
	Disclosures on unencumbered assets 
	Section 9 Asset Encumbrance 
	35 


	Use of ECAIs 
	444 (a) 
	444 (a) 
	444 (a) 
	Names of the ECAIs used inthe calculationof standardised approachRWAs, andreasons for any changes 
	Section 7 External Credit Assessment Institutions (ECAIs) 
	31-32 

	444 (b) 
	444 (b) 
	Exposure classes associated with eachECAI 
	Section 7 Table 17: Credit quality steps and risk weights 
	31 

	444 (c) 
	444 (c) 
	Explanation of the process for translating external ratings into credit quality steps 
	Section 7 Table 17: Credit quality steps and risk weights 
	31 

	444 (d) 
	444 (d) 
	Mapping of external rating to credit quality steps 
	Section 7 External Credit Assessment Institutions (ECAIs) 
	31-32 

	444 (e) 
	444 (e) 
	Exposure value pre and post-credit risk mitigation, by credit quality step 
	Section 7 Table 16-19: External Credit Assessment Institutions (ECAIs) 
	31-32 


	Exposure to market risk 
	445 
	445 
	445 
	Disclosure of positionrisk, large exposures 
	Section 10 Market Risk 
	36 

	TR
	exceeding limits, FX, settlement andcommodities 

	TR
	risk 


	Operationalrisk 
	446 
	446 
	446 
	Disclosure of the scope of approaches used to 
	Section 12 Operational Risk 
	38-39 

	TR
	calculate operational risk, discussionof advanced 

	TR
	methodology and external factors considered 


	Exposurein equitiesnotincluded in thetradingbook 
	447 (a) 
	447 (a) 
	447 (a) 
	Differentiation of exposures based on objectives 
	Appendix 1 Settlement Risk: no nontradingbook exposure in equities 
	-

	45 

	447 (b) 
	447 (b) 
	Recorded and fair value, and actual prices of exchange traded equity where it differs from fair value 
	Appendix 1 Settlement Risk: no nontradingbook exposure in equities 
	-

	45 

	447 (c) 
	447 (c) 
	Types, nature andamounts of the relevant classes of equity exposures 
	Appendix 1 Settlement Risk: no nontradingbook exposure in equities 
	-

	45 

	447 (d) 
	447 (d) 
	Realisedcumulative gains andlosses on sales over the period 
	Appendix 1 Settlement Risk: no nontradingbook exposure in equities 
	-

	45 

	447 (e) 
	447 (e) 
	Total unrealised gains/losses, latent revaluation gains/losses, andamounts includedwithinTier 1 capital 
	Appendix 1 Settlement Risk: no nontradingbook exposure in equities 
	-

	45 


	Exposuretointerestraterisk onpositionsnotincludedinthetradingbook 
	Exposuretointerestraterisk onpositionsnotincludedinthetradingbook 
	Exposure to securitisation positions 

	448 (a) 
	448 (a) 
	448 (a) 
	Nature of riskandkey assumptions in measurement models 
	Section 10: The Bank has no significant Balance Sheet Interest Rate Risk because no maturity mismatchexists between client cash deposits andBank’s cash holdings. In addition, interest rates applicable to clients’ cash deposits are market driven 
	36 

	448 (b) 
	448 (b) 
	Variation in earnings or economic value, or other measures used by the bank from upward and downward shocks to interest rates, by currency 
	Section 11 Table 25: Net interest income sensitivity by currency 
	37 


	449 
	449 
	449 
	Exposure to securitisations positions 
	Appendix 1 Settlement Risk: no nontradingbook exposure in equities 
	-

	45 


	Remuneration disclosures 
	450 
	450 
	450 
	Remuneration disclosure regarding remuneration policy and practices 
	Section 14 Remuneration Disclosure 
	41-43 

	450 (1) (a) 
	450 (1) (a) 
	Information concerning the decision-making process used for determining the remuneration policy 
	Section 14.1 Governance 
	41 

	450 (1) (b) 
	450 (1) (b) 
	Information on linkbetween pay andperformance 
	Section 14.2 Aligning Pay with Performance 
	42 

	450 (1) (c) 
	450 (1) (c) 
	Important designcharacteristics of the remunerationsystem 
	Section 14 Remuneration Disclosure 
	41-43 

	450 (1) (d) 
	450 (1) (d) 
	Ratios between fixed and variable remuneration 
	Section 14.4 Ratio between Fixed and Variable Pay 
	42 

	450 (1) (e) 
	450 (1) (e) 
	Information on the performance criteria on which the entitlement to shares, options andvariable components of remuneration is based 
	Section 14.6 Deferral PolicyandVesting Criteria 
	43 

	450 (1) (f) 
	450 (1) (f) 
	Main parameters and rationale for any variable component scheme and any other non-cash benefits 
	Section 14.7 Variable Remuneration of Control Function Staff 
	43 

	450 (1) (g) 
	450 (1) (g) 
	Aggregate quantitative information on remunerationby business area 
	Section 14.8 Table 26: Aggregate Remuneration Expenditure by Business 
	44 

	450 (1) (h) 450 (1) (h) (i) 450 (1) (h) (ii) 450 (1) (h) (iii) 450 (1) (h) (iv) 450 (1) (h) (v) 450 (1) (h) (vi) 
	450 (1) (h) 450 (1) (h) (i) 450 (1) (h) (ii) 450 (1) (h) (iii) 450 (1) (h) (iv) 450 (1) (h) (v) 450 (1) (h) (vi) 
	Aggregate quantitative information on remuneration, brokendown by senior staff management and members of staffwhose actions have a material impact on the risk profile 
	Section 14.8 Table 27: Aggregate Remuneration Expenditure by Remuneration Type 
	44 

	450 (1) (i) 
	450 (1) (i) 
	Number of individuals being remunerated £1 million or more per financial year 
	Section 14.8 
	43-44 

	450 (1) (j) 
	450 (1) (j) 
	Total remuneration for each member of the management body upon demand from the Member State or competent authority 
	N/A 
	N/A 

	450 (2) 
	450 (2) 
	For institutions that are significant in terms of their size, internalorganisation and the nature, scope and the complexityof their activities, the quantitative information above shall be made available to the public at the level of members of the management body of the institution 
	N/A 
	N/A 


	Leverage 
	451 (1) (a) 
	451 (1) (a) 
	451 (1) (a) 
	Leverage ratio 
	Section 13 Leverage Ratio 
	40 

	451 (1) (b) 
	451 (1) (b) 
	Breakdown of total exposure measure 
	N/A 
	N/A 


	451 (1) (c) 
	451 (1) (c) 
	451 (1) (c) 
	Derecognisedfiduciaryitems 
	N/A 
	N/A 

	451 (1) (d) 
	451 (1) (d) 
	Descriptionof the process used to manage the risk of excessive leverage 
	N/A 
	N/A 

	451 (1) (e) 
	451 (1) (e) 
	Descriptionof the factors that had animpact on the leverage ratio 
	N/A 
	N/A 

	451 (2) 
	451 (2) 
	EBA to publishimplementation standards for points above 
	BNYM follows the implementation standards 
	N/A 


	Use of the IRB approach to credit risk 
	452 
	452 
	452 
	Risk-weighted exposure under the IRB approach 
	N/A 
	N/A 


	Use of credit risk mitigation techniques 
	453 (a) 
	453 (a) 
	453 (a) 
	Use of on-and off-balance sheet netting 
	Section 6.1 Netting 
	29 

	453 (b) 
	453 (b) 
	How collateral valuationis managed 
	Section 6.2 Collateral Valuationand Management 
	29 

	453 (c) 
	453 (c) 
	Descriptionof types of collateral used 
	N/A 
	N/A 

	453 (d) 
	453 (d) 
	Types of guarantor and credit derivative counterparty, and their creditworthiness 
	N/A -BNYM’s EMEA entities do not enter into credit derivative transactions 
	N/A 

	453 (e) 
	453 (e) 
	Disclosure of market or credit riskconcentrations within risk mitigationexposures 
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