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STRATEGIC REPORT 

The Directors of Societe Generale International Limited (SGIL or ‘the Company’) present their Strategic Report 

for the year ended 31 December 2020. 

1. BUSINESS MODEL  

SGIL is part of Société Générale’s global coverage platform for Execution, Clearing, Settlement, and Reporting 

services and provides these services across a broad range of asset classes such as equities, fixed income, foreign 

exchange, and commodity traded products as a member of exchanges and central counterparty clearing venues 

covering both listed and Over the Counter (OTC) markets around the world.  

 

The Company also provides customers with value added services, including a Prime Brokerage offering, electronic 

platforms for trading and order routing, cross margining, the centralised reporting of customer portfolios and 

Cross-Asset Secured Financing. 

 

As a Limited Activity Firm (LAF), SGIL will therefore:  

•  Not deal with, or for, Retail Customers (as defined by the 2004/39/EC Directive on markets in financial 

instruments);  

• Not take proprietary speculative positions (as defined by IFPRU 1.1.5 R);  

• Not undertake any securitisation activities or invest in any securitisation assets;  

• Not arrange or carry out contracts of insurance;  

• Not undertake any insurance underwriting activities;  

• Not engage in jurisdictions or business relationships presenting an unacceptable level of risk, as defined by 

the Compliance, Financial Crime Unit and Risk guidelines from SGIL risk management policies;  

• Ensure that all employees have the right level of knowledge and understanding of SGIL’s cultural values and 

principles and that proper operational processes and controls are in place to mitigate the risk of fraud and regulatory 

breaches;  

• Protect the data of its customers;  

• Ensure that conduct risk policies and training are in place to ensure that conflicts of interests are avoided and 

that customers are treated fairly; and,  

• Continually monitor the risk profile of the Company to ensure adherence to its risk appetite, as documented 

in the ‘SGIL Risk Appetite Statement’.  

 

The Company’s ultimate parent company is Société Générale (SG SA) which is incorporated in France. Copies of 

the Group accounts of SG SA are available from the registered office at 29, Boulevard Haussmann, 75009 Paris, 

France. 

2. BUSINESS AND STRATEGY UPDATE 

 

During the year under review, the Company made a profit after tax of £79.6m (2019 profit: £101.2m). Total 

shareholders' funds for the year ended 31 December 2020 were £1,458.9m (2019: £1,472.8m).  The reduction in 

profit was a result of a number of factors mostly relating to increased liquidity costs and loss of revenues due to 

Brexit client transfers. 

 

Throughout 2020, in line with the strategy set out in 2019, SGIL has made significant progress with its objective 

of creating a capital efficient prime brokerage offering. This strategy involves 3 main objectives, namely (i) the 

simplification of the business mix within SGIL with a focus on SGIL’s core activity of Listed Derivatives, OTC 

Cleared and Securities Prime Services and Clearing; (ii) the transformation of our platform from an operations and 

IT perspective to significantly reduce our cost base and (iii) improving the service offering to our clients by 

maintaining and / or expanding its offering on SGIL’s core activities. 

 

Transfer of non-core activities 

 

SGIL continues with the execution of this strategy, with the transfer all non-core OTC bilateral activities of SGIL 

namely, FX Prime Brokerage, Dynamic Portfolio Swaps (DPS) and uncleared OTCs to SG SA in 2021.  
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The transfer of SGIL’s market facing FX activity to SGSA was completed in Q1 2021. The next stage is the transfer 

of the OTC client relationships from SGIL to SG SA. As part of the transfer of the OTC bilateral activity, SGIL 

offered clients the possibility, on a voluntary basis, of also transferring their associated listed derivative activities. 

Further, the transfer of this OTC activity, leveraging SG SA’s existing Swap Dealer membership will simplify the 

set up and reduce the regulatory complexity applicable to SGIL and allow SGIL to deregister as a Swap Dealer 

with the US Commodity Futures Trading Commission (CFTC) in 2021.   

 

Transformation 

 

As part of the continued transformation of the global Prime Services and Clearing platform, in partnership with 

other entities and regions, SGIL continues with its ambitious global IT transformation programme. SGIL has 

invested significantly in the redesign of its infrastructure, leveraging new technologies such as cloud-based 

solutions and developing new service offerings. This transformation will not only materially upgrade our IT 

infrastructure, it also allows for significant cost savings for the platform, reducing the cost base and improving 

overall profitability for the entity. 

 

Client offering 

 

In respect of new markets and market connectivity, SGIL will continue to invest in market connectivity and added 

value execution service to protect its execution revenues as well as expanding its access to new markets and/or 

segments as appropriate. 

 

Notwithstanding the future strategic review discussed below, SGIL continues its focus on increasing its revenues 

from its core activities, while continuing to adapt and realign its platform in order to improve the client offering 

and control its costs. 

 

Future strategic review 

 

SGIL’s Prime Services & Clearing business is complementary and is a fundamental part of the business offering 

of the overall Equities and Equities Derivatives businesses (EQD) within SG SA. The highly competitive and fast 

changing nature of this industry forces us to continually adapt and adjust in order to optimise our set-up, retain our 

leadership position and meet the demands and expectations of our clients.   

 

As part of the effort of the Group to simplify its operating model and further develop its Prime Services & Clearing 

business, management of SGIL and SG Group are considering the centralisation of the booking of SGIL’s clients 

into SG SA subject to the approval of SGIL Board of Directors and relevant regulators. Client facing teams along 

with all associated operations, IT and all support functions would remain in London but would be transferred to 

the London Branch of Société Générale, minimizing the disruption to clients. Once these transfers are complete, 

this may result in the potential winding up of the Company. 

 

SG believes that this centralisation of the client legal entity booking model in line with the continued 

transformation of the platform will allow it to provide an enhanced service offering to its clients with additional 

opportunities to deepen existing client relationships allowing for cross-selling new and existing SG SA products 

to existing SGIL clients.  

3. BREXIT  

The central scenario implemented around the impact of Brexit for SGIL involves changes in the booking model 

for European Economic Arena (EEA) customer activity, with the booking of activity from these clients to be done 

by SG SA. In 2020, SGIL completed the transfer of EEA clients to SG SA which closed the Brexit programme. 

The financial impact did not exceed a loss of 20% of SGIL revenues. The financial impact of the Brexit client 

transfers has been considered in the Going Concern section of the Director’s report  

 

No additional impact related to Brexit is expected for 2021.  From a CCP recognition perspective, UK CCP’s are 

covered by the temporary recognition of UK CCPs as third country CCPs under EMIR valid until June 2022. Any 

future change in this recognition would have an impact on the service offering to clients from SG SA which will 

be assessed in advance of any changes. 
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4. SUBSEQUENT EVENTS 

 

On the 31 March 2021, following SGIL Board of Directors approval, SGIL repaid £145m of subordinated debt. 

 

In respect of the 2020 financial year, the Board have recommended the payment of a final dividend on the ordinary 

shares of £79.6m (2019: £101.2m). 

5. KEY PERFORMANCE INDICATORS  

The Directors of the Company use a number of different measures to monitor the ongoing performance of the 

Company. The Directors assess the following Key Performance Indicators (KPI) in monitoring the performance 

of the Company. 

 

 

Criteria 

 2020 2019 

 £’000 £’000 

   

Gross profit  205,254 261,395 

Profit before tax  97,831 123,145 

Cost / income ratio (Operating Expenses / Net Banking Income) 49% 52% 

Capital ratio 37.4% 43.1% 

CET1 ratio 31.5% 35.6% 

 

The movement in the KPIs reflects the impact of Brexit and the start of implementing the strategy as described 

above.  

 

No non-financial KPIs have been presented, as none are necessary for an understanding of the development, 

performance or position of the Company’s business. 

6. STATEMENT BY THE DIRECTORS IN PERFORMANCE OF THEIR STATUTORY 

DUTIES IN ACCORDANCE WITH S172(1) COMPANIES ACT 2006  

Under section 172(1) of the Companies Act 2006, the Directors are required to engage with a broad range of 

stakeholders when performing their duty to promote the success of the Company. 

 

The Board of Directors of SGIL consider that they have fulfilled and performed their duties under section 172 (1), 

by acting in the way they believe, in good faith, would be mostly likely to promote the success and sustainability 

of the Company for the benefits of the members as a whole, and in doing so have regard, amongst other matters, 

to: 

• The likely consequences of any decision in the long term; 

• The interests of the company's employees; 

• The need to foster the company's business relationships with suppliers, customers and others; 

• The impact of the company's operations on the community and the environment; and, 

• The desirability of the company maintaining a reputation for high standards of business conduct. 

6.1. Stakeholder engagement 

SG Group’s mission statement and corporate purpose is stated as ‘Building together, with our clients, a better and 

sustainable future through responsible and innovative financial solutions’. As such, the Company promotes 

respectful and sustainable relationships with its stakeholders and the wider community it operates in as described 

below. 
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Clients 

 

One of the three key priorities of SG Group 2025 strategy is customer-centricity. The ongoing objective is to 

partner and assist SGIL clients in order to provide the right service at the right time, acting at all times in the best 

interest of the client, while securing and protecting client interests, assets and data. The Directors receive regular 

business updates from relevant Business Heads and senior SGIL executive management with insights on clients’ 

issues and needs. Client focus is at the forefront of SGIL’s priorities and is monitored and overseen through various 

internal governance committees and numerous qualitative and quantitative metrics communicated regularly by 

support functions and client facing teams to ensure that all client related matters are duly addressed by SGIL 

management. As such, the Directors ensure that the best interest of SGIL clients are factored into SGIL’s strategic 

decisions as described in section 2. 

 

Employees 

 

SG Group is committed to being a responsible and attractive employer. The SGIL legal entity has the same 

commitment and its management have championed the following initiatives to foster this: 

 

• Developing skills that employees need to meet the ongoing transformation of the financial services 

landscape such as digital transition. This has been achieved by the development of our employees’ capability 

through training - reinforced in 2020 with further participation in the Apprenticeship Levy scheme 

• Developing a responsible and positive culture based on the common values of the Group’s leadership 

model such as the commitment to continue to focus on diversity and encouraging a “speak-up” culture where 

everyone’s voice is heard 

• Fostering employee commitment and team spirit by recognising each individual’s contribution to the 

Company’s long-term performance and ensuring physical and psychological safety and well-being in the 

workplace. Those values are further embedded by the involvement of employees in the Company’s wide-ranging 

charity and social initiatives 

 

The Directors of SGIL engage with employees through regular communication and feedback sessions; through a 

structured evaluation and appraisal process; and through regular employee surveys, which assist management in 

ensuring it is closely informed and keeping up to date on levels of morale and engagement, and to understand 

which policies and practices employees value and what changes they would like to see implemented within the 

Company. Survey results allow SGIL management to identify and understand the success of various initiatives as 

well as also providing clarity on areas for improvement to increase the commitment to and success of the Company. 

 

A top priority and a key area of focus for 2020 has been and will continue to be so is the mental and physical 

wellbeing of SGIL employees following the work from home policy largely implemented due to the Covid-19 

pandemic. Specific measures related to mental well-being have been reinforced such as the Employee Assistance 

Programme (EAP) as well as the roll-out of the Unmind technology application. Additionally, an unprecedented 

level of flexible working has been adopted to assist employees in managing work and family/personal priorities.  

Feedback received from SGIL employees indicates a high level of satisfaction in this area.   

 

Suppliers 

 

SG Group seeks to build long-term and fair relationships with its suppliers based on trust and transparency. As 

such, since 2007 SG Group has received a number of recognitions* and awards related to its sustainable and 

responsible sourcing. SG Group standards are applied to its subsidiaries and as such SGIL follows the same 

approach. For outsourced services to third parties, on-going assessments are performed via a dedicated SGIL 

Service Management Committee ensuring that outsourcing arrangements are within SGIL risk appetite set by the 

SGIL Board of Directors and in line with FCA Outsourcing rule book. For material and/or strategic outsourcing 

SGIL executive management present such decisions to the Board Risk Committee for review as appropriate.   

 

Regulators 

 

It is within the Company’s culture to promote high standards of conduct within the Company and with all external 

parties. In particular, as Directors of the Company, safety, soundness and adherence to all relevant aspects of 

regulation is key to the business model. Directors and relevant staff maintain awareness of this through 

engagement with regulators, industry bodies and specialist advisors. This engagement is maintained through 

regulatory seminars, online forums and round table events. This has allowed the Board to stay on top of the 

increasing regulatory requirements and ensure it operates to the standard required.  

 
* https://www.societegenerale.com/en/responsability/sourcing-and-suppliers/our-commitments/our-approach-responsible-

sourcing/key-dates  
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Further, in line with the Company’s commitment to maintaining its reputation for high standards of business 

conduct for all employees and external parties, a firm wide Risk Culture program was completed in 2020. The 

objective of this program was to (i) improve the performance of the Company and individuals, (ii) further align 

SGIL behaviours to its regulatory responsibilities, (iii) better embed risk culture, and finally (iv) understand how 

individuals engage with it. The positive outcome of this program has been observed through proactive 

identification, understanding, escalation and mitigation of potential risks. 

 

Furthermore, the Directors and senior managers maintain a high level of awareness of regulatory framework via 

dedicated trainings, dedicated sessions with employees with strong regulatory expertise, and thanks to their 

networks. It therefore allows the Directors to ensure that the Company discharges it’s regulatory obligations 

appropriately. 

 

SGIL is wholly owned by SG SA. One of the non-Executive Directors of the Company’s Board is the Global Head 

of Equity Derivatives of SG Group and as such provides insights on the corporate and investment banking division 

business strategy and its impact where relevant on SGIL. The Group’s view is further reinforced with the input of 

the SG UK Country Head as a Non-Executive Director of the SGIL Board of Directors. 

7. ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG) 

In line with SG Group, SGIL is committed to a fair, environmental and socially inclusive transformation based on 

the following principles: 

• Climate change – SGIL’s new office at One Bank Street is one of the most environmentally-friendly 

buildings in the City and Canary Wharf with an outstanding BREEAM rating providing a to our employees a 

unique working experience. Furthermore, Environmental and Social (ES) risk management across all front-office 

functions has been written into the SG Code of Conduct to ensure the upmost engagements from stakeholders. 

• Responsible employer – SGIL is committed to be a responsible employer with several initiatives described 

above. 

• Ethics & governance – SGIL management is committed to observe the highest integrity standards and 

therefore fully adhere with the SG Group code of Conduct, Tax Code of Conduct, anti-corruption and anti-bribery 

code. 

• Social - SGIL in the UK is also committed to having a positive impact on society, with a particular focus on 

raising educational attainment and boosting the employment prospects of those in the communities close to our 

offices. Through a range of different activities, and particularly drawing on our combined skills, experience and 

expertise, we support a broad group of charities and community organisations and, in turn, beneficiaries that 

include school and university students, young people, adult learners, those seeking work etc. We also help to 

capacity-build small charities and social enterprises to enable and empower them to expand their reach, capability 

and impact. 

8. REGULATORY ENVIRONMENT  

SGIL is a UK based MiFID Investment Firm authorised and regulated by the Financial Conduct Authority (FCA) 

and is designated as a Limited Activity Firm (LAF) and significant IFPRU Firm under the FCA’s Prudential 

Sourcebook for Investment Firms (IFPRU) and a BIPRU firm under the FCA’s Prudential sourcebook for Banks, 

Building Societies and Investment Firms (BIPRU) SGIL is also designated a standard ILAS (Individual Liquidity 

Adequacy Standards) BIPRU Firm. SGIL is classified by the FCA as a Client Assets Sourcebook (CASS) Large 

Company due to the amount of client money held being greater than £1 billion. SGIL is assigned the following 

supervisory classifications by the FCA: 

 

• P1 Prudential Classification: P1 Firms are identified as prudentially critical and their disorderly failure would 

have a significant impact on the market in which they operate.  

• C2 Conduct Classification: C2 Firms are supervised proactively on a 2-year cycle and should expect 2 deep 

dives during this period. 

 

SGIL is a registered Swap Dealer regulated by the CFTC and, as such, the Company is permitted to conduct 

execution business for US customers in relation OTC derivatives, however it should be noted that it may not clear 

these contracts, as it is not regulated as a Futures Commission Merchant (FCM).  

 

SGIL is fully owned subsidiary of SG SA, a global systemically important bank (G-SIB), incorporated in France. 

 

In December 2020 the FCA issued the first of 3 consultation papers to introduce the UK Investment Firm 

Prudential Regime (IFPR). The remaining 2 consultation papers and final rules will be published over the course 

2021 for implementation from 1 January 2022. 
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The new rules will extend the framework for prudential requirements to consider the potential harm FCA 

investment firms pose to clients, consumers and the market. This includes the amount of capital and liquid assets 

the FCA investment firm should hold so that if it does have to wind down, it can do so in an orderly manner. As 

well has the proposed changes to capital, the proposed replacement of the current Individual Capital Adequacy 

Assessment Process (ICAAP) with a new Internal Capital and Risk Assessment (ICARA) process changes how 

investment firms should think about risk. 

 

Until the IFPR comes into force, SGIL is required to comply with the existing EU CRR (Capital Requirements 

Regulation) and FCA’s IFPRU handbook. 

 

9. PRINCIPAL RISKS AND UNCERTAINTIES   

The Company faces a number of key risks as part of its normal day to day business. The principal risks and 

uncertainties faced by the Company are defined below. For more details refer to section 9, namely Overview of 

Risk Management. 

 

9.1. Operational Risk  

SGIL has adopted the Basel II definition of operational risk being the risk of loss resulting from inadequate or 

failed internal processes, people and systems or from external events. The SGIL definition of operational risk is 

further extended to include regulatory, fraud, conduct and reputational risk as the causes of these are most often 

as a result of an operational risk event or control failure. 

 

The nature of SGIL’s business exposes it to a diverse range of operational risks. These may lead to operational 

errors, incidents, loss events as well as events which do not generate financial losses but could potentially cause 

regulatory breaches and/or reputational damage.  

 

9.2. Liquidity and Funding Risk  

Liquidity risk is defined as SGIL’s inability to meet its financial obligations at a reasonable cost. SGIL assesses 

this risk over various time horizons via stress tests including intraday liquidity risk. 

 

Funding risk is defined as risk that SGIL will not be able to finance the development of its businesses at a scale 

consistent with its commercial goals and at a competitive cost compared to its competitors.  

 

9.3. Business and Strategic Risk  

Business Risk is defined as revenue risk related to worsening economic conditions (in addition to the already 

identified impact of other risks). 

 

Strategic Risk is defined as the risks inherent in the choice of a given business strategy or resulting from SGIL’s 

inability to execute its strategy. 

 

9.4. Credit Risk  

Credit Risk (including concentration and settlement risk) is defined as the risk of losses arising from the inability 

of SGIL’s customers, issuers or other counterparties to meet their financial commitments. Credit risk includes 

counterparty risk linked to market transactions and securitisation activities. In addition, credit risk may be further 

amplified by counterparty, country and sector concentration risk.  

 

9.5. Market Risk  

As a Limited Activity Firm (LAF), in compliance with article 96 (1) of the EU CRR, SGIL is an investment 

Company that deals on its own account only for the purpose of fulfilling or executing a customer order or for the 

purpose of gaining entrance to a clearing and settlement system or a recognised exchange when acting in an agency 

capacity or executing a customer order. As reflected in SGIL Risk Appetite, the appetite for Market Risk is very 

limited as the exposure would only arise from client facilitation activity, clearing and treasury management. 
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Although not considered one of the main risks for SGIL, Market Risk is the risk of a loss of value on financial 

instruments arising from changes in market parameters, the volatility of these parameters and correlations between 

them. These parameters include but are not limited to exchange rates, interest rates, and the price of securities 

(equity, bonds), commodities, derivatives and other assets. 

 

The management of risk is discussed in the following section. Further discussion of liquidity risk, credit risk, and 

market risk can also be found at Note 19 to the Financial Statements. 

 

9.6. Climate Change Risk  

As an execution only prime broker or whilst acting in an agency capacity, SGIL’s direct exposure to Climate 

Change relates more to its operational risks in the form of physical risks and transition risks as those which 

would affect its business model including the range and types of potential clients/customers who would seek to 

use the Company’s services.  

 

SGIL risks related to Climate Change are defined as either physical or transition-related:  

• The physical risks from climate change arise from a number of factors and can be related to specific weather 

events (such as heatwaves, floods, wildfires and storms) and longer-term shifts in climate (such as changes in 

precipitation and extreme weather variability, sea level rise and rising mean temperatures).  

• The transition risks can arise from the process of adjustment towards a low-carbon economy. This adjustment 

is influenced by a range of factors including climate-related developments in policy and regulation, the emergence 

of disruptive technology or business models, shifting sentiment and societal preferences or evolving evidence, 

frameworks and legal interpretations.  

 

SGIL is fully integrated in SG SA guidelines regarding climate change. The Group has defined a climate strategy 

articulated around three axes: Managing climate-related risk (transition and physical), managing the Group’s 

impact on climate via its own operations and those of its clients), supporting the transformation of its clients with 

its financing and investment products and services.  

 

SGIL reassesses, at least, annually it’s developing understanding and potential exposure in climate risk through 

its ICAAP during which climate risk is incorporated in its scenario planning and stress testing. Further, SGIL 

follows the Group approach and assesses the impact of climate change policy and client acceptance on desk 

mandates, including CO2 emissions (Coal Policy).   

 

 

9.7. LIBOR (London Interbank Offered Rate) transition  

 

The interest rate benchmark London Interbank Offered Rate (LIBOR) is expected to cease after end 2021. This 

will require the transitioning of a number of financial instruments held by SGIL to new benchmarks. 

 

The transition from LIBOR to Risk-Free Rates (RFR) is a mandatory market event  

 

A program has been launched in 2019, at SG SA level, to allow for the management of the transition across all SG 

business and support units across all regions. The programme includes employees who are representing the SG 

UK entities, including SGIL. Please refer to Note 19 for more details. 

 

 

9.8. COVID-19  

 

The World Health Organization (WHO) declared the outbreak of a novel coronavirus (COVID-19) as a pandemic 

resulting in unprecedent restrictions on population movements around the world. Those measures led to the 

disruption of global economy and as a consequence the financial markets were impacted with significant market 

volatility and a material market dislocation in Q1 & Q2 2020. 

 

Impact on SGIL’s activity 

 

In line with SGIL’s competitors, due to significant market volatility, SGIL experienced a significant increase in 

volumes in Q1 & Q2 2020.  This however was offset by a return to business as usual levels from a volatility and 

volumes perspective throughout the remainder of 2020. 
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In response to this crisis, SGIL Management took preventive measures to mitigate as much as possible the impact 

on its financial position, operational resilience and therefore the going concern of the Company. The most 

noticeable impact was and remains on SGIL employees. 

 

 

Staff 

SGIL has successfully delivered a virtual working setup allowing onshore as well as offshore staff to operate in a 

like-for-like working environment. This new method of working has been further embedded throughout 2020 and 

into 2021 with the teams adapting well. While mental health well-being and people fatigue remains a key concern, 

SGIL has adopted a flexible working hours and delivery approach, while ensuring staff are taking holidays. SGIL 

has also ensured close management contact as a team and on a one to one basis to ensure that SGIL management 

is aware of any specific circumstances that may impact our employees. SGIL also benefits from the various 

employee well-being support policies implemented across the UK platform. 

 

 

Operational and IT resiliency  

While SGIL experienced a significant increase in the number of transactions during Q1/Q2-2020 as a result of the 

market dislocation, IT infrastructure remained robust with no significant IT events impacting on the business 

activity. 

 

IT resilience contingency has been strengthened with a move from reliance on a single secondary site in the UK 

for staff to work from, to the ability to fully work from home. In terms of Data Centre capability this is unchanged 

with annual DR tests taking place on all critical systems as per standard policy. 

 

Scarce resources (Liquidity and Capital) 

Despite a period of significant market stress observed in early 2020, SGIL has kept very strong liquidity and 

capital positions during 2020. The spike of market volatility observed in Q1-2020 led to the strengthening of key 

operational processes such as the management of intraday margin calls as well as enhanced intraday liquidity 

monitoring. Daily monitoring of capital resources allowed SGIL to efficiently managed its capital requirement 

accordingly. 

 

As a result, SGIL management is confident in the going concern of the Company with limited impacts on SGIL 

2020 financial performance. While we expect the Covid-19 to last well into 2021, SGIL will continue to operate 

efficiently in a safe environment 
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10. OVERVIEW OF RISK MANAGEMENT  

 

Risk management is a fundamental management and control function and is vital for upholding the Company’s 

reputation, performance and future success. It is therefore of critical importance to the Company’s stakeholders 

that risk management processes are fit for purpose and subject to regular review and enhancement.  

 

The standards of risk management of the Company are set out in the SGIL Risk Management Framework (RMF) 

that has been designed to ensure that risk is appropriately considered within all business decision making in the 

achievement of business objectives and strategy. The SGIL Risk Management Framework comprises the following 

components:

 
 

 

 

 

 

 

 

 

SGIL Background 
(including Inherent/Residual Risk) 

• Enterprise Risk Management is integrated 
into SGIL’s strategic plan through the 
process of setting strategy and business 
objectives.  

• SGIL Strategy takes into consideration the 
measures, actions and direction necessary 
for SGIL to achieve its business objectives 
and ambitions 

 

SGIL Governance & Organisation  
(including Risk Culture) 

• SGIL has established a robust corporate 
governance structure as part of an overall 
framework to enable the effective 
management of risks within the 
organisation.  
 

• The governance structure has various 
committees to review risks, various 
policies and procedures to facilitate the 
escalation of risks and reaffirm the 
ownership responsibilities for its 
management, while providing for the 
overall oversight of the framework by the 
Board. 

Internal Control  
& Risk Appetite 

• Risk Appetite is based on 4 pillars (Market 
Stability & Reputation, Capital, Liquidity 
and Profitability). 

• The organisation and risk governance 
structures ensure that there is sufficient 
oversight and escalation to manage SGIL’s 
risks and a ‘Three Lines of Defence’ (LoD) 
model ensures appropriate responsibility 
for management, challenge and 
assurance. 

• Group Guidelines related to the 
Permanent & Internal Control ensure a 
robust control framework 

Risk Assessment  
& Management 

 
• The ICAAP and ILAA ensure that SGIL 

maintain at all times its capital adequacy 
and maintain sufficient liquidity to meet 
its obligations as they fall due. 
 

• The Risk Register ensure the risk 
oversight  

 

Risk Monitoring 
 & Reporting 

• Monitoring Enterprise Risk Management 
performance considers how well the 
enterprise risk management components 
are functioning over time and in light of 
substantial changes. 
 

• Communication is the continual, iterative 
process of providing, sharing, and 
obtaining information, which flows 
throughout the entity.  

SGIL  
Risk 

Management 
Framework 
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11. RISK GOVERNANCE AND ORGANISATION 

The Company’s strategy, performance and operations are overseen by a Board of Directors. As part of its 

responsibilities, the Board oversees sound risk management and internal controls to enable risks to be assessed 

and managed. 

11.1. Governance Structure 

The Company’s Board of Directors provides strategic oversight of the business and its operations. The Board is 

ultimately responsible for the risks within the Company and approves the risk appetite and the framework to adhere 

to that appetite. 

 

The composition of the Board of Directors provides the requisite levels of experience and appropriate challenge 

to oversee the Company. The Board comprises Executive Directors, Non-Executive Directors (NED) and 

Independent Non-Executive Directors (INED). The NEDs and INEDs provide challenge and independent 

oversight over the Company’s strategy and operations. The Chair of the Board is a NED. 

 

Senior Management is responsible for the day to day management of the Company. 

At Executive level, the Company’s Chief Risk Officer (CRO) has a direct reporting line to the Company‘s CEO 

as well as a functional reporting line to SG SA’s Risk Division, and to the chair of the Board Risk Committee 

(BRC). This positioning has been designed to meet the following objectives: 

• Ensure the Company maintains full independence in its risk assessment and control functions; 

• Ensure a rapid reporting of reliable and comprehensive information about the Company’s risks to enable 

effective decision making; and 

• Ensure the quality and consistency of risk principles, procedures and methodologies within the Company and 

in alignment with the Group. 

 

During 2019 SGIL implemented the Senior Managers and Certification Regime (SMCR) which aims at reducing 

harm to customers and strengthen market integrity by making individuals more accountable for their conduct and 

competence. Throughout 2020, SGIL further embedded this regime within the Company through additional 

documentations of Senior Manager Functions (SMF). 

 

The Board and the Executive Committee structures are aligned to ensure effective oversight: 

• At the Board level, the Board of Directors and the technical committees the Board of Directors have been 

established, including the Board Risk Committee; and, 

• At the Executive level, the Executive Committee and its sub-committees including the Risk & Control 

Committee (RCC). 

 

Please note that the Directors have selected the Wates Corporate Governance Principles for Large Private 

Companies as SGIL’s corporate governance code (the Code). Further discussion can be found in the Directors 

Report.  

11.2. Outsourcing services 

Where essential services are provided by external providers or Group entities, these are managed under the 

Outsourced Essential Services or Critical or Important Outsourced Services defined in SGIL`s Outsourced 

Services Policy. The provision of services between SGIL and external parties is managed through contractual 

agreements and internally through Client Service Level Agreements (CSLAs). The oversight of these 

arrangements is managed by the SGIL Service Management Committee at the executive level and the Board Risk 

Committee at the Board level. 

11.3. Three Lines of Defence Organisation 

SGIL has embedded a formalised corporate governance structure, which ensures that the Board of Directors has 

visibility on the risks faced by SGIL and the framework in place to manage and mitigate them. The risk governance 

structures ensure there is sufficient oversight and escalation to manage SGIL’s risks and that a ‘Three Lines of 

Defence’ (LoD) model ensures appropriate responsibility for management, challenge and assurance: 

 

• The First Line of Defence (1st LoD) is defined as the business and support units within SGIL which have 

the direct responsibility for the ownership, use and management of risk within their processes and activities. 

 

• The Second Line of Defence (2nd LoD) is defined as being the risk and compliance and finance functions 

who provide an independent oversight and challenge of the embedding of the Risk Management Framework 

within the business and ensuring that the framework is current for the SGIL Business Model.  
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• The Third Line of Defence (3rd LoD) is defined as being the Internal Audit function and provides an 

independent assurance that SGIL’s risk management, governance, policies and internal control processes are 

operating effectively. The Internal Audit function for SGIL is outsourced to the SG SA Inspection and Audit 

Division and reports directly to the Board via the Chair of the Board Audit Committee (BAC).  

 

 

 

 

12. RISK ASSESSMENT AND MEASUREMENT  

12.1.  Risk Assessment 

Risk Management processes within SGIL’s Risk Management Framework are designed to consider the nature and 

severity of identified risks and enable the development of related risk management actions and strategies.  

 

Risks to the business are identified through various processes and actions, including the reporting of operational 

risk events, the performance of the Risk and Control Self-Assessment (RCSA) process, limit excesses, control 

testing and new product assessments. The ICAAP and the Internal Liquidity Adequacy Assessment (ILAA) and 

their associated stress testing processes are an integral part of SGIL’s risk management process to identify and 

assess the risks the Company faces, and to enable the business to assess the impact of certain stress events and 

scenarios on capital and liquidity resources. 

 

The risk assessment of the identified risks ensures that the root cause of the risk is identified which enables 

appropriate risk mitigating actions or strategy to be developed and implemented to reduce the level of residual 

risk. The risk is subject to ongoing risk management and monitoring to ensure the residual risks are managed on 

a permanent basis and remain within the company’s defined Risk Appetite 

 

12.2.  Risk Measurement 

The Company utilises standard risk quantification methodologies. The key elements of the quantification 

framework are listed below: 

Operational Risk 

SGIL adopts the SG SA methodology regarding operational risks and contributes to the risk appetite framework 

defined at Group level. Operational Risk requirements are formalised in a set of Group principles and associated 

policies. SGIL also leverages other UK local normative documents (e.g. UK minimum standards and UK LoD2 

procedures) to encourage the embedding of best practices and to provide LoD1 and LoD2 with more detailed 

guidance on policies pertinent to SGIL. 

SGIL identifies, manages and monitors its operational risk using the following risk processes and methodologies: 

 

• Operational Risk Events (including Losses, Gains and Near Misses) Root causes of the events are identified 

and appropriate remedial and preventative action plans are owned and managed to completion; 

  

Three Lines of Defence 

Board Level 

Executive Level 

• Business Units 
• Corporate Coverage & Execution 
• Listed Execution  
• Clearing  
• Secure Financing Service  

 
• Support Units  

• Treasury  
• Credit Analysis  
• Global Business Services 

• Operations  
• Information Systems   
• Norms Controls Gov.  

• Inspection & Internal Audit  

  

• Risk department  
  

• Compliance of which 
• Financial Crime Prevention  

 
• Finance 

  

Primary Risk Management Challenge & Control Independent Assurance 
1

st

 LoD 2
nd

 LoD 3
rd

 LoD 
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• RCSA is conducted by LoD1 with LoD2 oversight and is designed to identify and assess operational inherent 

risks, the mitigation measures and residual risks that SGIL is exposed to through its activities.  

• Key Risk Indicators (KRIs) are reported by the business process and activity owners and is used to identify 

and monitor risk trends and incidents; 

• Scenarios Analysis that could impact SGIL are identified and analysed to assess their overall potential 

impact in terms of regulatory capital requirements for operational risk. In addition, the scenarios are analysed to 

identify relevant risk mitigating actions and strategies to reduce their potential impact on the business or their 

frequency of occurrence. 

• Thematic risk reviews are performed by the LoD2 based upon risk prioritisation and identification of 

emerging risks or areas of risk concern; 

Liquidity and Funding Risk 

The Risk department monitors the Metrics (Survival horizon – BIPRU12.4, Survival horizon – BIPRU12.5, 

Liquidity on segregated client money bank and Committed Funding Capacity) on a daily basis and reports to the 

Board any breaches.  

 

SGIL will always hold liquid assets to ensure compliance with Overall Liquidity Adequacy Rule (OLAR). Given 

the short-term nature of SGIL’s execution only prime brokerage and agency transactions,  the Company considers 

this appropriate due to its belief that holding liquidity resources sufficient to survive in excess of 35 days would 

provide enough time to either outlast a stress event and / or take mitigating actions to address its impacts. 

Business and Strategic Risks 

SGIL does not have specific appetite for Business and Strategic Risk and no specific metric for these risk 

categories. To minimise its exposure to Business Risk, SGIL will: 

 

• Set and publish the Company’s strategy and objectives annually, in line with the strategic guidelines from 

SG SA; 

• Adhere to an annual financial planning process, covering its capital, liquidity, profit and loss and balance 

sheet statements;  

• Establish a selective and prudent new activity/product approval process, ensuring alignment with the defined 

strategy and adequacy of the delivery capacity; and,  

• These risks are assessed as part of the SGIL ICAAP. 

Credit Risk 

The credit risk exposure (including concentration and settlement risk) faced by SGIL is largely short-term in nature 

thanks to the daily margining process and standard termination periods. The main credit risk exposure arises from 

the following: 

• Cross margining activities; 

• Margin financing activities; and, 

• Cash held at banks, carrying brokers, clearing houses and Group entities. 

 

For cross margining and margin financing, SGIL would only suffer a credit loss if: 

• the client does not pay;  

• to close out the client’s trades SGIL realised a loss greater than the collateral that SGIL has on deposit for 

the client (i.e. as at the previous day). 

  

SGIL has a diverse portfolio of customers which ranges from financial services companies and regulated funds to 

corporates, such as energy companies and commodity trading houses.   

 

The Credit Risk Management Framework is the responsibility of the CRO, who collaborates with the SG SA Risk 

Division and Finance Division, governed by SLAs to ensure alignment with the policies, procedures and standards 

of SG SA. 

 

The four main sub-categories are:  

 

• Counterparty Credit Risk: The credit risk assessment and measurement performed via the credit portfolio 

assessment and the Credit Approval Process. The main metrics are net and gross Credit Value at Risk, Debtor 

Risk, margin financing. For more details refer to Note 19. 

 



Societe Generale International Limited (Registered number: 05407520) 

 

                                           Page | 15 

 

• Country Credit Risk: Risks linked to the business environment (legal or fiscal risk, interference of the State, 

corruption, etc.) are also included in country-risk, in one or the other of its strands (political or commercial).  

 

• Concentration Credit Risk: is the risk of losses arising as a result of concentrations in exposures due to 

imperfect diversification. This imperfect diversification can arise from the small size of a portfolio, or a large 

number of exposures to specific obligors (single name concentration,) or from imperfect diversification with 

respect to economic sectors or geographical regions.  

 

To assess the level of concentration risk, SGIL is using the Herfindahl-Hirschmann (HHI) approach as presented 

by the Prudential Regulation Authority (PRA) in its Statement of Policy, dated in December 2017.  

 

• Settlement Risk: The Settlement / Delivery Risk that arises when payments are not exchanged 

simultaneously. 

Market Risk 

The market risk appetite of the Company is limited as explained in section 9 of the Strategic Report. The 

monitoring of market risk is managed, first, by front office in the day-to-day conduct of their business and the 

permanent monitoring of their positions, as a first line of defence.  

 

Market risk across all transaction portfolios is measured daily by ‘Risk on Market Activities and ALM’ 

Department, independently of the front office, and monitored against limits. This is performed by the dedicated 

‘Metrics Monitoring Group’ team per trading activity and consolidated at SGIL level by the SGIL risk department. 

Limits breaches are reported daily by the SGIL risk department to front office and SGIL management. Front office 

must account for these breaches and take immediate action to bring them back within limit or request a temporary 

or permanent increase to the limit. 



Societe Generale International Limited (Registered number: 05407520) 

 

     Page | 16 

 

13. RISK MONITORING AND REPORTING 

The SGIL Monitoring and Reporting Framework has been designed with a view to provide a comprehensive view 

of the SGIL risk profile on an ongoing basis to ensure that the Company adheres to its defined Risk Appetite 

Statement. Its purpose is to enable escalation of breaches (including overruns) and to ensure the resolution of risks 

and the maintenance of risk mitigation processes. The Management Information is made up of three key elements 

within the Risk Management Framework: 

 

Risk Identification & Assessment Processes - include but are not limited to: 

• The Risk Identification & Risk Mapping exercise performed as part of the ICAAP to assign a risk criticality 

rating for each of the risks in SGIL’s risk taxonomy. The risk criticality rating is based on the assessments of each 

risk category in the ICAAP and the expert judgement of business managers and risk experts. 

• An assessment of SGIL’s emerging risks (business and strategy risks) is formally conducted with the input 

of senior management on at least an annual basis to enable SGIL to manage new and unforeseen risks whose 

potential harm for loss is not fully known. 

• The ICAAP and ILAA and their associated stress testing processes assess the adequacy of SGIL’s capital 

and liquidity resources against certain stress events and scenarios. 

• The annual process performed by the business is also designed to identify and assess operational inherent 

risks, the mitigation measures and residual risks that SGIL is exposed to through its activities. 

 

Monthly Board Report (MBR) - a comprehensive dashboard is sent to the SGIL Board of Directors on a monthly 

basis. The MBR includes an overview of the current situation regarding Finance, liquidity, Operational Risk, 

Credit Risk, Market Risk, Capital, Compliance and Client Money arrangement topics to capture the relevant 

information from the different SGIL committees. 

 

Risk Appetite – The SGIL Risk Appetite is translated into a series of qualitative business acceptance criteria and 

quantitative limits, thresholds and risk indicators, monitored on a regular basis to ensure that the company stays 

within its risk appetite. Should the results of the controls in place imply that SGIL is exposed to a risk exceeding 

its stated risk appetite, escalation and resolution protocols are triggered in line with the applicable policies and 

procedures; 

 

Escalation principles are designed to define the course of action when risk appetite limits or thresholds or crisis 

limit are breached. They must ensure that the necessary people are duly informed and actions taken.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

APPROVED AND AUTHORISED BY THE BOARD: 

 

 

 

.......................................................................... 

Philippe Robeyns - Director  

Date:        27th April 2021  
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DIRECTORS’ REPORT 

The Directors of the Company present their report and the audited financial statements for the year ended 31 

December 2020. 

1. PROFITS AND APPROPRIATIONS 

During the year under review the Company made a profit after tax of £79.6m (2019 profit: £101.2m). The Board 

have recommended the payment of a final dividend on the ordinary shares of £79.6m (2019: £101.2m). 

 

Total shareholders' funds for the year ended 31 December 2020 were £1,458.9m (2019: £1,472.8m). 
 

The Company's strategic highlights, business and future developments and principal risks and uncertainties are set 

out in the Strategic Report (page 3 to 16). Post balance sheet events are disclosed in Note 22.  

2. DIRECTORS 

The Directors, who served throughout the year and to the date of this report except as noted, were as follows: 

 

 

Christophe Bernard Lattuada  

Michael John Collins 

 

 

John Charles Fortescue Hitchins 

 

 

Tara Marie Palmer (resigned 31 December 2020) 

Marcia Ina Cantor-Grable  

Alexandre Fleury  (appointed on 18 March 2020) 

Gill Lungley (resigned 26 December 2020) 

Keith McArdle  

Philippe Robeyns (appointed on 31 March 2021) 

 

The information relating to Directors' remuneration is disclosed in Note 4. 
 

No Directors have any direct financial interests in the Company. 

 

3. STREAMLINED ENERGY AND CARBON REPORTING 

 

Following the amendment to The Large and Medium-sized Companies and Groups (Accounts and Reports) 

Regulations 2008, the Company is reporting its Greenhouse Gas Emissions (GHG emissions) and Energy usage.  

 

The Company has followed the HM Government’s Environmental Reporting Guidelines published in March 2019 

in disclosing this information.  

 

The scope includes the Gas (Scope 1) and the Electricity (Scope 2) consumed in operating the building. Fuel is 

excluded from the scope due to the usage being negligible. The disclosure excludes the BCP sites as it is believed 

that the consumption is limited. 

 

The table below summarises the GHG emissions and Energy usage: 

 2020 

  
Energy 

(kWh) 

Emissions 

(tCO2e) 

Emissions from combustion of gas (Scope 1 – tonnes of CO2e) 
          

108,270  

            

19.9  

Emissions from electricity purchased for own use, including for the purposes of 

transport (Scope 2 – tonnes of CO2e) 

          

225,796  

            

52.6  

Total gross CO2e based on above 334,066  72.5  
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Intensity ratios: Emissions per £m revenue (defined as gross profit): 

Emissions from combustions of gas (Scope 1):  0.03 tonnes/£m 

Emissions from electricity for own use (Scope 2):  0.26 tonnes/£m 

 

The Company continues to benefit from its move in 2019 to the new office at One Bank Street, which has been 

designed to be one of the most environmentally friendly buildings in the City and Canary Wharf, with an 

Outstanding BREEAM rating to prove it. 

 

As described earlier, Covid-19 led to the implementation of a work from home policy and a drastic reduction of 

travels reducing therefore the CO2 emissions in 2020.  

4. EMPLOYEE ENGAGEMENT 

SGIL commits to be a responsible employer and ensuring the health, safety, diversity and well-being of its 

employees is one of its primary considerations. The interests of employees in key decisions is a priority.  

 

Employees are also fundamental to the delivery of the strategic plan. We aim to focus on ‘talent’ and workforce 

in general as a fundamental asset of the Company.  

 

5. BUSINESS RELATIONSHIPS 

All issues identified which pertain to SGIL’s business relationships are the subject of management updates within 

the SGIL governance framework, with all matters deemed of highest importance escalated to the Board for 

awareness and input.  

 

During 2020, the Board has been regularly informed on the progress of the enhancement of the policies, controls 

and culture around the risks of Bribery and Corruption. This framework defines, to a significant extent, through 

normative documentation, accompanying procedures and Group tools, the manner in which SGIL staff should 

interact with and document their engagement with all third parties. Furthermore, the Company is enhancing its 

Sanctions and Embargo (S&E) governance to ensure that clients and products are authorised in line with the 

existing restrictions. 

 

It is well recognized that SGIL’s business relationships with its suppliers, customers and other third parties are the 

cornerstone of its operational success and reputational integrity and are continuously reviewed and scrutinised. 

 

6. CORPORATE GOVERNANCE ARRANGEMENTS  1 

The Directors have selected the Wates Corporate Governance Principles for Large Private Companies as SGIL’s 2 

corporate governance code (the Code). For the year ended 31 December 2020, the Board considers that it has 3 

complied in full with the provisions of the Code. Set out below is a short supporting statement summarising how 4 

each of the six principles set out in the Code has been applied to achieve better outcomes. 5 

 6 

 7 

6.1. Purpose and Leadership 8 

 9 

Under SGIL’s Board Terms of Reference the Board has overall responsibility for SGIL, and its main role is to: 10 

• Establish a sustainable business model for SGIL and a clear strategy consistent with that model; 11 

• Review and approve SGIL’s financial reporting and controls; 12 

• Exercise effective oversight of SGIL’s corporate governance, risk management and control framework; 13 

• Provide leadership of SGIL within a framework of prudent and effective controls which enables risk to be 14 

assessed and managed; and 15 

• Articulate and oversee the embedding by executive management of a culture of risk awareness and ethical 16 

behaviour that SGIL should follow in the pursuit of its business goals. 17 

 18 

SGIL is wholly owned by SG SA. The Board ensures it understands the views of its shareholder through regular 19 

interactions between Directors and senior executives of SG SA. Please also see Section 5.2 (Board Composition) 20 

below.   21 

 22 

The Board is the ultimate sponsor of SGIL’s Culture and Conduct Programme and receives regular updates from 23 

the Chief Executive Officer on this topic.   24 

 25 

 26 
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Conflicts of interest between SGIL and the SGIL Board of Directors are managed as part of the assessment of 27 

prospective Directors, ongoing disclosure obligations, a requirement to seek the Board’s agreement before 28 

accepting further commitments which may give rise to a conflict and recusal from decision making where there 29 

is an unavoidable conflict (for example on the extension of a Director’s term). 30 

 31 

SGIL has a Whistleblowing Policy which has been reviewed and approved by the Board in 2020. John Hitchins, 32 

SGIL’s senior independent non-executive Director, acts as the Board’s whistleblowing champion. Individuals can 33 

raise concerns via a whistleblowing electronic mailbox and John is notified each time this facility is used.   34 

 35 

The Board and the management of SGIL are focused on ensuring the relationships, communication and 36 

engagement with its employees and workforce stakeholders is maintained and strengthened via a number of 37 

initiatives and regular interactions especially during the Covid-19 period. The Company utilises various 38 

approaches in this regard: While physical Town Hall meetings have not been possible during the pandemic, 39 

management have communicated to all employees via video-conference meetings, regular employee e-mail 40 

communications and via the Company’s intranet site. These cover all types of issues related to the business and 41 

business performance, employee policies, events, networks, training and engagement activities. Further 42 

information is given in Section 6 of the Strategic Report. 43 

 44 

 45 

The Company is also continuing to build on the various initiatives offered as part of its people engagement 46 

framework, Life@Work, which includes programmes and events focusing on wellbeing, diversity and inclusion 47 

and work/life balance.  48 

 49 

The Board spent considerable time in 2020 reviewing management plans for streamlining the operating model.  50 

The Board satisfied itself that the operational risks inherent in the plans were adequately catered for and that the 51 

interests of clients were fully considered through a programme of consultation. This will continue to be an area 52 

of focus throughout 2021 as the plans are developed further.  53 

 54 

6.2. Board Composition 55 

As at the end of 2020, SGIL had two Independent Non-Executive Directors, two Non-Executive Directors and 56 

two Executive Directors. Michael Collins, a Non-Executive Director, acts as Chair of the SGIL Board of 57 

Directors. Christophe Lattuada, an Executive Director, acts as Chief Executive Officer of SGIL. Michael and 58 

Christophe’s respective roles are clearly articulated in the Company’s Board Terms of References.  As of End of 59 

March 2021, Phillipe Robeyns has been appointed as Chief Executive Officer and as an Executive Director of 60 

SGIL, replacing Christophe Lattuada who remains a Non-Executive Director of SGIL.  Philippe has 35 years-61 

experience in financial services and joined Société Générale UK in 2000.  Philippe has led various functions 62 

within Societe Generale Corporate and Investment Banking including being Global Head of Equities Operations. 63 

In 2004, Philippe transferred to SG Securities Services and headed up the Clearing Services business line offering 64 

Securities Clearing and Outsourcing Services. Prior to being appointed SGIL CEO, Philippe has been Chief 65 

Operating Officer for the EMEA Region since 2010. 66 

 67 

The ongoing development of the Board is fostered through a Board and individual training programmes.   68 

 69 

Board composition is regularly reviewed by the Nomination and Governance Committee, having regard to both 70 

the skill sets of individual Board members and the overall diversity of the Board within the context of the 71 

Company’s needs.  72 

 73 

The effectiveness of the Board and each Board Committee is assessed annually. Periodically these reviews are 74 

conducted by an external advisor. The last such external review was carried out towards the end of 2019 and early 75 

2020 and a programme to address its findings put in place. This programme has now been completed. 76 

 77 

6.3. Director Responsibilities  78 

The Board’s work is supported by the following Board level committees: the Audit Committee, the Risk 79 

Committee, the Nomination and Governance Committee and the Remuneration Committee. 80 

 81 

The Board, Board Committees and individual Directors have a clear understanding of their accountability and 82 
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responsibilities which was further strengthened with the implementation of the FCA Financial Conduct 83 

Authority’s Senior Managers and Certification Regime. These are set out in SGIL’s Board and Board Committee 84 

Terms of Reference which are reviewed at least annually and Directors’ appointment letters which are updated 85 

when desirable.   86 

 87 

The Board ensures that systems and controls are operating effectively by reviewing key performance and risk 88 

indicators as well as providing constructive challenge to executive management. It receives regular reports from 89 

the Board Audit Committee on the work conducted by both internal and external audit.  90 

 91 

The major risks of the Company along with their plans of actions and potential emerging risks are reviewed on a 92 

monthly basis and formally validated during the year through the RCC and the BRC, thus integrating the ICAAP 93 

operational risk scenario identification exercise in a continuous process. 94 

 95 

Additionally, an executive summary is annually submitted to the Board members before statutory accounts 96 

validation describing the internal control framework to ensure the accuracy and integrity of the financial 97 

statements. 98 

 99 

6.4. Opportunity and Risk 100 

The SGIL BRC ensures an oversight of the risk and compliance functions and focuses on the risk management, 101 

risk appetite, capital and liquidity adequacy assessment. The SGIL BAC oversees the effectiveness of the internal 102 

control framework together with the processes for budgeting, capital and liquidity planning. The SGIL Board 103 

oversees both Board Committees and also promotes the long-term sustainable success of SGIL by reviewing 104 

opportunities raised by the Business Units and ensuring the creation and preservation of value by reviewing the 105 

budget, the strategy and the planning of scarce resources.   106 

 107 

6.5. Remuneration 108 

SGIL’s Remuneration Committee is tasked with, among other things, taking steps to satisfy itself that the 109 

remuneration policy of SGIL complies with relevant financial services industry standards, its shareholder’s policy 110 

globally, and regulatory requirements, including the requirement to ensure that SGIL’s remuneration policies, 111 

procedures and practices (a) are consistent with and promote sound and effective risk management, (b) are in line 112 

with the business strategy, objectives, values and long-term interests of SGIL, (c) address broader societal factors 113 

including diversity and corporate social responsibility; and (d) fulfil all requirements under the FCA 114 

Remuneration Code. 115 

 116 

The Remuneration Committee of the Company also ensures that remuneration practices are aligned with its 117 

employee engagement strategy – this can be evidenced, as an example, in the Company’s Gender Pay Gap reports 118 

which also highlight some of the Company’s diversity initiatives. Finally, the Company has a Speak Up facility 119 

and Whistleblowing policy to ensure that if employees have concerns they are able to easily and safely raise them, 120 

and this is backed up by its Culture and Conduct program to ensure that employees feel comfortable to challenge 121 

management and Company practices when needed. 122 

 123 

6.6. Stakeholder Relationships and Engagement 124 

The Board is responsible for overseeing meaningful engagement with stakeholders, including the workforce, and 125 

having regard to their views when taking decisions. Examples of employee engagement during 2020 include: 126 

employee surveys, the promotion of employee inclusion networks, frequent update on Covid-19 measures and 127 

roadmap. Further information on SGIL’s Corporate Social Responsibility ambitions may be found at pages 267 128 

et seq of the Société Générale Group Universal Registration Document 2020 129 

(https://www.societegenerale.com/sites/default/files/documents/2021-130 

03/2021%20Universal%20Registration%20Document.pdf).  131 

 132 

6.7. Regulatory Capital  133 

As the business changes, the Company will continue to proactively monitor and control its ongoing capital 134 

requirements to ensure regulatory compliance with its risk appetite.   135 
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 136 

7. EMPLOYMENT POLICIES 137 

The Company’s employment policies (summarised in the Employee Handbook and expanded on in the employee 138 

HR Portal and intranet) are developed and monitored to ensure they fulfil the Company’s legal obligations but 139 

also to demonstrate best practice in terms of both HR policies and organizational culture. 140 

 141 

Its employee policies, benefits and working environment underpin equal opportunities for all employees 142 

(regardless of their background) and its Life@Work and Culture and Conduct frameworks are in place to support 143 

all employees to thrive in their roles and be their best in the work place. The Company has a wide ranging and 144 

inclusive training curriculum to support employees’ professional and personal skills development in partnership 145 

with their managers and the HR department. Its open culture is fostered by employee networks and diversity 146 

initiatives including those outlined in its Gender Pay Report and its commitments under the Women in Finance 147 

Charter. Its employee benefits package ‘Choices’ allows permanent employees to utilise a benefits allowance to 148 

focus on what works for them and their families. 149 

 150 

The Company’s focus on employee engagement is described in section 5.2 above. 151 

 152 

8.  DIRECTORS’ INDEMNITIES AND INSURANCE 153 

The Company has made qualifying third-party indemnity provisions for the benefit of its Directors which were 154 

made during the year and remain in force at the date of this report. In addition, the Company maintains liability 155 

insurance for its Directors and officers. 156 

 157 

9. GOING CONCERN 158 

The Directors have assessed the Company’s ability to continue as a going concern and are satisfied that the 159 

Company has the resources to continue in business for the foreseeable future, subject to the reviews described in 160 

section 2 of the Strategic Report which could result in the Company’s operations being transferred to its parent 161 

company over a period of time. These reviews represent a material uncertainty that casts a significant doubt as to 162 

whether the Company will continue as a going concern in the medium term.  163 

 164 

In assessing the Company’s ability to continue as a going concern the Directors have had regard to its financial 165 

forecasts (including the loss of revenues as a result of the Brexit client transfers) and the stress testing that forms 166 

an integral part of its capital and liquidity planning through its ICAAP and ILAA process. The Directors have also 167 

reviewed the SGIL wind down plan which incorporated  the possible transfer of businesses activities to its parent 168 

company and were satisfied that the Company would continue to be able to meet all its liabilities as they fall due 169 

throughout such a period of transfer.     170 

 171 

As a fully owned subsidiary of the SG SA, the Company benefits from the Group’s support to provide technology 172 

and infrastructure support as well as access to scarce resources in the normal course of business. Given this, and 173 

the existence of the wind-down plan, the Directors have concluded that the Company should be able to realize its 174 

assets and discharge its liabilities in the normal course of business. 175 

 176 

Accordingly, the Directors believe that preparing the accounts on a going concern basis is appropriate. 177 

 178 

10. DIRECTORS’ DISCLOSURE TO AUDITOR 179 

Each of the persons who is a Director at the date of approval of this report confirms that: 180 

• So far as the director is aware, there is no relevant audit information of which the Company’s auditor is 181 

unaware; and 182 

• The Director has taken all the steps that he/she ought to have taken as a Director in order to make 183 

himself/herself aware of any relevant audit information and to establish that the Company’s auditor is aware of 184 

that information. 185 

 186 

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the 187 

Companies Act 2006. 188 



Societe Generale International Limited (Registered number: 05407520) 

 

                                           Page | 22 

 

 189 

11. AUDITOR 190 

Deloitte LLP have expressed their willingness to continue in office as auditor and appropriate arrangements are 191 

being made for them to be deemed reappointed as auditor in the absence of an Annual General Meeting. 192 

 193 

 194 

 195 

 196 

 197 

APPROVED AND AUTHORISED BY THE BOARD: 198 

 199 

 200 

 201 

 202 

 203 

 204 

 205 

.......................................................................... 206 

Philippe Robeyns – Director  207 

Date:     27th April 2021   208 
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES 209 

The Directors are responsible for preparing the Strategic Report, Directors’ Report and the financial statements in 210 

accordance with applicable law and regulations.  211 

 212 

Company law requires the Directors to prepare financial statements for each financial year. Under that law the 213 

Directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted 214 

Accounting Practice (United Kingdom Accounting Standards and applicable law), including Financial Reporting 215 

Standard 101 Reduced Disclosure Framework. Under company law the Directors must not approve the financial 216 

statements unless they are satisfied that they give a true and fair view of the state of affairs of the Company and 217 

the profit or loss of the Company for that period. In preparing these financial statements, the Directors are required 218 

to:  219 

 220 

• Select suitable accounting policies and then apply them consistently;  221 

• Make judgements and accounting estimates that are reasonable and prudent; 222 

• State whether applicable UK Accounting Standards have been followed, subject to any material departures 223 

disclosed and explained in the financial statements; and 224 

• Prepare the financial statements on a going concern basis unless it is inappropriate to presume that the 225 

Company will continue in business. 226 

 227 

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the 228 

Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company 229 

and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also 230 

responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention 231 

and detection of fraud and other irregularities. 232 

 233 

 234 
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INDEPENDENT AUDITORS REPORT ON THE FINANCIAL STATEMENTS 235 

Opinion 236 

 237 

In our opinion the financial statements of Societe Generale International Limited (the ‘Company’): 238 

 239 

- give a true and fair view of the state of the Company’s affairs as at 31 December 2020 and of its profit for the 240 

year then ended;  241 

 242 

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, 243 

including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and 244 

 245 

- have been prepared in accordance with the requirements of the Companies Act 2006. 246 

 247 

We have audited the financial statements which comprise: 248 

 249 

- the statement of comprehensive income; 250 

 251 

- the balance sheet; 252 

 253 

- the statement of changes in equity; 254 

 255 

- the related notes 1 to 22. 256 

 257 

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom 258 

Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework”. 259 

 260 

Basis for opinion 261 

 262 

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. 263 

Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of the 264 

financial statements section of our report.  265 

 266 

We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the 267 

financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we 268 

have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence 269 

we have obtained is sufficient and appropriate to provide a basis for our opinion. 270 

 271 

Material uncertainty related to going concern 272 

 273 

We draw attention to note 1 to the financial statements, which indicates that the Company, over the medium term and 274 

subject to the relevant approvals being obtained, could transfer its operations to its parent company over a period of 275 

time. As stated in note 1, these events or conditions, along with the other matters as set forth in that note, indicate that 276 

a material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern. 277 

Our opinion is not modified in respect of this matter. 278 

 279 

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting 280 

in the preparation of the financial statements is appropriate.  281 

 282 

Our evaluation of the directors’ assessment of the Company’s ability to continue to adopt the going concern basis of 283 

accounting included: 284 

 285 

- obtaining and reviewing management’s going concern assessment in order to understand the basis for key 286 

assumptions and judgements made by management; 287 

 288 

- considering management’s forecasts and evaluated key assumptions and their projected impact on capital, 289 

liquidity and financial performance, with specific consideration of the COVID-19 pandemic and management’s 290 

strategic objectives; 291 

 292 
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- With the involvement of Deloitte’s regulatory specialists, reviewing the most recent ICAAP and ILAA 293 

submissions, considered management’s capital and liquidity projections, reviewed the results of management’s 294 

severe but plausible stress scenarios and considered whether the mitigating actions that could be taken by 295 

management in such a scenario were reasonable; 296 

 297 

- an evaluation of the medium-term strategic objectives of the Company; 298 

 299 

- reviewing correspondence with regulators to understand the Company’s capital and liquidity requirements; 300 

 301 

- evaluating the historical accuracy of forecasts prepared by management; and 302 

 303 

- considering the adequacy of disclosures made in the financial statements. 304 

 305 

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant 306 

sections of this report. 307 

 308 

Other information 309 

 310 

The other information comprises the information included in the Strategic Report and Director’s Report. The directors 311 

are responsible for the other information contained within these reports. Our opinion on the financial statements does 312 

not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any 313 

form of assurance conclusion thereon. 314 

 315 

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially 316 

inconsistent with the financial statements or our knowledge obtained in the course of the audit, or otherwise appears to 317 

be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required 318 

to determine whether this gives rise to a material misstatement in the financial statements themselves. If, based on the 319 

work we have performed, we conclude that there is a material misstatement of this other information, we are required 320 

to report that fact. 321 

 322 

We have nothing to report in this regard. 323 

 324 

Responsibilities of directors 325 

 326 

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of 327 

the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the 328 

directors determine is necessary to enable the preparation of financial statements that are free from material 329 

misstatement, whether due to fraud or error. 330 

 331 

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to continue as a 332 

going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 333 

accounting unless the directors either intend to liquidate the Company or to cease operations, or have no realistic 334 

alternative but to do so. 335 

 336 

Auditor’s responsibilities for the audit of the financial statements 337 

 338 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 339 

material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. 340 

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs 341 

(UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are 342 

considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic 343 

decisions of users taken on the basis of these financial statements. 344 

 345 

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at: 346 

www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report. 347 

 348 

Extent to which the audit was considered capable of detecting irregularities, including fraud 349 

 350 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line 351 

with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. 352 

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.  353 
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We considered the nature of the Company’s industry and its control environment and reviewed the Company’s 354 

documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We also 355 

enquired of management, internal audit, in-house legal counsel and those charged with governance about their own 356 

identification and assessment of the risks of irregularities.  357 

 358 

We obtained an understanding of the legal and regulatory frameworks that the Company operates in, and identified the 359 

key laws and regulations that:  360 

 361 

- had a direct effect on the determination of material amounts and disclosures in the financial statements, 362 

including the UK Companies Act, UK financial services legislation and UK tax legislation; and 363 

 364 

- do not have a direct effect on the financial statements but compliance with which may be fundamental to the 365 

Company’s ability to operate or to avoid a material penalty, including the Company’s regulatory solvency and 366 

capital requirements. 367 

 368 

We discussed among the audit engagement team, including relevant internal specialists such as tax, valuations, IT, and 369 

regulatory, regarding the opportunities and incentives that may exist within the organisation for fraud and how and 370 

where fraud might occur in the financial statements. 371 

 372 

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk 373 

of management override. In addressing the risk of fraud through management override of controls, we tested the 374 

appropriateness of journal entries and other adjustments; assessed whether the judgements made in making accounting 375 

estimates are indicative of a potential bias; and evaluated the business rationale of any significant transactions that are 376 

unusual or outside the normal course of business. 377 

 378 

In addition to the above, our procedures to respond to the risks identified included the following: 379 

 380 

- reviewing financial statement disclosures by testing to supporting documentation to assess compliance with 381 

provisions of relevant laws and regulations described as having a direct effect on the financial statements; 382 

 383 

- performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks 384 

of material misstatement due to fraud;  385 

 386 

- enquiring of management, internal audit and in-house legal counsel concerning actual and potential litigation 387 

and claims, and instances of non-compliance with laws and regulations; and  388 

 389 

- reading minutes of meetings of those charged with governance, reviewing internal audit reports, and reviewing 390 

correspondence with applicable regulatory bodies.  391 

 392 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 393 

Opinions on other matters prescribed by the Companies Act 2006 394 

 395 

In our opinion, based on the work undertaken in the course of the audit: 396 

 397 

- the information given in the Strategic Report and the Directors’ Report for the financial year for which the 398 

financial statements are prepared is consistent with the financial statements; and 399 

 400 

- the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal 401 

requirements. 402 

 403 

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the audit, 404 

we have not identified any material misstatements in the Strategic Report or the Directors’ Report. 405 

 406 

Matters on which we are required to report by exception 407 

 408 

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion: 409 

 410 

- adequate accounting records have not been kept, or returns adequate for our audit have not been received from 411 

branches not visited by us; or 412 
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 413 

- the financial statements are not in agreement with the accounting records and returns; or 414 

 415 

- certain disclosures of directors’ remuneration specified by law are not made; or 416 

 417 

- we have not received all the information and explanations we require for our audit. 418 

 419 

We have nothing to report in respect of these matters. 420 

 421 

Use of our report 422 

 423 

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the 424 

Companies Act 2006. Our audit work has been undertaken so that we might state to the Company’s members those 425 

matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted 426 

by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s members as a 427 

body, for our audit work, for this report, or for the opinions we have formed. 428 

 429 

 430 

 431 

 432 

 433 

 434 

Ben Jackson, FCA (Senior statutory auditor) 435 

For and on behalf of Deloitte LLP 436 

Statutory Auditor 437 

London | United Kingdom 438 

27th April 2021 439 

 440 

 441 

 442 

 443 

 444 

 445 

 446 

 447 

 448 

 449 

 450 

 451 

 452 

 453 

 454 

 455 

 456 

 457 

 458 

 459 

 460 

 461 

 462 

 463 

 464 

 465 

 466 

 467 

 468 

 469 

 470 

 471 

 472 
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STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2020 473 

  
  

  
2020        

£’000 
  

2019        

£’000   Notes 

Profit and loss from continuing operations:           

Turnover 2  

  1,085,565     1,646,234 

Operating costs 2  

  (880,311)   (1,384,839) 

         

Gross profit     205,254  261,395 

         

Administrative expenses 3, 4, 5 

  (100,545)  (115,054) 

         

Operating profit 5  

  104,709  146,341 

Dividend income 5  

 
1,639  - 

      

Interest income  6  

  25,877  20,578 

Interest expense  6  

  (34,393)  (43,775) 

         

Profit before taxation     97,831  123,145 

         

Tax on profit on ordinary activities 7  

  (18,250)  (21,932) 

         

PROFIT FOR THE YEAR     79,581  101,213 

         

Other comprehensive income:        

Items that may be subsequently reclassified to profit and loss:        

Gains and Losses on FVTOCI investments     9,920  7,985 

Cash Flow hedges losses       (14) 

Deferred tax on losses on FVTOCI investments     (2,158)  (1,697) 

         

Other comprehensive income / (loss) net of tax      7,762  6,273 

         

TOTAL COMPREHENSIVE INCOME FOR THE YEAR      87,343  107,486 

         

Profit attributable to:  
  

   
 

 

Equity shareholder of the Company 79,581 101,213 

         

Total comprehensive income attributable to:  
  

   
 

 

Equity shareholder of the Company 87,343 107,486 

 474 

 475 

 476 

 477 

All profits for the current financial year are from continuing activities. 478 

 479 

 480 

481 
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BALANCE SHEET AS AT 31 DECEMBER 2020 482 

    2020 
  

2019 

  Notes £’000 £’000 

ASSETS         

NON-CURRENT ASSETS         

Intangible assets 8                       237                      237  

Other receivables 11            1,164,000               864,000  

               1,164,237               864,237  

CURRENT ASSETS         

Investments at fair value through OCI  9                833,358            1,123,429  

Financial assets at fair value through P&L  10            3,082,161            1,749,102  

Trade and other receivables 11          20,569,296          32,773,420  

Cash and cash equivalents              8,759,915            7,774,014  

             33,244,730          43,419,965  

          

TOTAL ASSETS         34,408,967        44,284,202  

          

LIABILITIES         

CURRENT LIABILITIES         

Financial liabilities at fair value through P&L  12 (3,024,495)  (1,690,431) 

Trade creditors and other payables 13 (29,624,534)  (40,821,485) 

Deferred tax liabilities 7  (2,935)  (363) 

    (32,651,964)  (42,512,279) 

NON-CURRENT LIABILITIES      

Subordinated debt 14 (295,000)  (295,000) 

Provisions 15 (3,082) (4,132) 

    (298,082)  (299,132) 

TOTAL LIABILITIES        (32,950,046)     (42,811,411) 

          

NET ASSETS            1,458,921          1,472,791  

          
EQUITY         

Share capital 16            1,150,000            1,150,000  

Other reserves                   15,517                   7,755  

Retained earnings                 293,404               315,036  

          

TOTAL EQUITY AND RESERVES            1,458,921          1,472,791  

 483 

 484 

 485 

The financial statements were approved and authorised for issue by the Board of Directors on 22nd April 2021 and were 486 

signed on its behalf by:  487 

  488 

  489 

 .......................................................................... 490 

Philippe Robeyns – Director   491 
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2020 492 

                 
  

Notes 
Share  

Capital  

£’000 

  
Other reserves 

  

Retained 

Earnings    

Totals  

£’000 

 £’000 £’000   
                 
At 1 January 2019  1,000,000  (1,965)  217,270  1,215,305 

          

Issue of share capital 16 150,000  -  -  150,000 

Dividend Paid  -  -  -  - 

Profit for the year  -  -  101,213  101,213 

Other comprehensive 

income/ (loss) for the year 

 
-  6,273  -  6,273 

Other adjustment (*)    3,447  (3,447)  - 

          

At 31 December 2019  1,150,000  7,755  315,036  1,472,791 

          

          

Issue of share capital 16 -  -  -  - 

Dividend Paid 22 -  -  (101,213)  (101,213) 

Profit for the year  -  -  79,581  79,581 

Other comprehensive 

income/ (loss) for the year 

 
-  7,762  -  7,762 

          

At 31 December 2020  1,150,000  15,517  293,404  1,458,921 

                

 493 

 494 

   495 

 (*) Reclassification of 2018 IFRS 9 First Time Application (FTA) between Other reserves and Retained Earnings.  496 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020 497 

NOTE 1 : ACCOUNTING POLICIES 498 

A summary of the principal accounting policies is set out below. 499 

 Basis of preparation 500 

Societe Generale International Limited is a Private Company limited by shares, incorporated in the United 501 

Kingdom under the Companies Act and registered in England and Wales. The address of the registered office is 502 

given on page 1. The nature of the Company’s operations and its principal activities are set out in the strategic 503 

report on pages 3 to 16. 504 

 505 

The Company meets the definition of a qualifying entity under FRS 100 (Financial Reporting Standard 100) issued 506 

by the Financial Reporting Council. Accordingly, these financial statements were prepared in accordance with 507 

FRS 101 (Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ as issued by the Financial 508 

Reporting Council.  509 

 510 

These financial statements are prepared on the historical cost basis, except for the revaluation of certain financial 511 

instruments that are measured at revalued amounts or fair values at the end of each reporting period, as explained 512 

in the accounting policies below. Historical cost is generally based on the fair value of the consideration given in 513 

exchange for the goods and services. 514 

 515 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 516 

between market participants at the measurement date, regardless of whether that price is directly observable or 517 

estimated using another valuation technique. In estimating the fair value of an asset or a liability, the Company 518 

takes into account the characteristics of the asset or liability if market participants would take those characteristics 519 

into account when pricing the asset or liability at the measurement date. Fair value for measurement purposes in 520 

these financial statements is determined on such a basis, except for share-based payment transactions that are 521 

within the scope of IFRS 2.  522 

 523 

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based 524 

on the degree to which the inputs to the fair value measurements are observable and the significance of the inputs 525 

to the fair value measurement in its entirety, which are described as follows: 526 

• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity 527 

can access at the measurement date; 528 

• Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset 529 

or liability, either directly or indirectly; and 530 

• Level 3 inputs are unobservable inputs for the asset or liability. 531 

 532 

A market is considered active if there are sufficient transactions on an ongoing basis to provide current 533 

pricing information for the asset or liability and the pricing information is released publicly.  534 

Disclosure exemptions 535 

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that 536 

standard in relation to share-based payment, presentation of comparative information in respect of certain assets, 537 

presentation of a cash-flow statement, standards not yet effective, and related party transactions. Where required, 538 

equivalent disclosures are given in the group accounts of SG SA. The group accounts of SG SA are available to 539 

the public and can be obtained as set out in Note 21. 540 

Revised Standards 541 

In the current year, the Company has reviewed and assessed any impact on the amendment to IFRS 16 Leases to 542 

facilitate lessees to account for Covid-19-related rent concessions issued by the International Accounting 543 

Standards Board (IASB) that is effective since 1 June 2020. As the Company has no leases, the amendment to 544 

IFRS 16 does not have any impact on disclosures or on the amounts reported in these financial statements. 545 

 546 

In addition, the Company has reviewed and assessed any impacts on the amendments to IFRS 9, IAS 39 and IFRS 547 

7 Interest Rate Benchmark Reform issued by the IASB that is effective for years beginning after 1 January 2020. 548 

The Phase 1 disclosures that apply to the Company’s fair value hedges have been detailed in Note 19.  549 
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Going concern 550 

The Directors have assessed the Company’s ability to continue as a going concern and are satisfied that the 551 

Company has the resources to continue in business for the foreseeable future, subject to the reviews described in 552 

section 2 of the Strategic Report which could result in the Company’s operations being transferred to its parent 553 

company over a period of time. These reviews represent a material uncertainty that casts a significant doubt as to 554 

whether the Company will continue as a going concern in the medium term.  555 

 556 

In assessing the Company’s ability to continue as a going concern the Directors have had regard to its financial 557 

forecasts and the stress testing (including the loss of revenues as a result of the Brexit client transfers) that forms 558 

an integral part of its capital and liquidity planning through its ICAAP and ILAA processes.  The Directors have 559 

also reviewed the SGIL wind down plan which incorporated  the possible transfer of businesses activities to its 560 

parent company and were satisfied that the Company would continue to be able to meet all its liabilities as they 561 

fall due throughout such a period of transfer.     562 

 563 

As a fully owned subsidiary of the SG SA, the Company benefits from the Group’s support to provide technology 564 

and infrastructure support as well as access to scarce resources in the normal course of business. Given this, and 565 

the existence of the wind-down plan, the Directors have concluded that the Company should be able to realize its 566 

assets and discharge its liabilities in the normal course of business. 567 

 568 

Accordingly, the Directors believe that preparing the accounts on a going concern basis is appropriate. 569 

 Foreign currencies 570 

The Company’s presentation and functional currency is British Pounds Sterling which is the currency of the 571 

primary economic environment in which the Company operates. Amounts are presented in thousands (£’000) 572 

unless otherwise stated. 573 

 574 

Monetary assets and liabilities expressed in foreign currencies are translated into sterling spot rate at the date of 575 

the balance sheet (see section Market risk in Note 19). Non-monetary items that are measured in terms of historical 576 

cost in a foreign currency are not retranslated. Transactions in currencies other than the functional currency are 577 

converted to sterling spot rate at the date of the transaction. All exchange rate movements are taken to the profit 578 

and loss account. 579 

Turnover 580 

Turnover comprises interest income, commission and fee income, income on financial instruments measured at 581 

Fair Value Through Profit and Loss (FVTPL), and gains and losses on foreign exchange. Income and expenses 582 

that arise from back-to-back transactions are presented gross within turnover.  583 

 584 

Revenues are recognised when the promised goods or services are delivered to the customers, in an amount that 585 

is based on the consideration the Company expects to receive in exchange for those goods or services when such 586 

amounts are not probable of significant reversal. 587 

 588 

Fee and commission income results from transaction-based arrangements in which the customer is charged a fee 589 

for the execution or clearing of transactions. Such revenues primarily arise from transactions in clearing and 590 

execution. Fee and commission income are recognised on trade date when the performance obligation is satisfied. 591 

 592 

Interest income is generated from initial margin balances held, financing, repo and reverse repo transactions, High 593 

Quality Liquid Asset (HQLA) portfolio held at FVTOCI and is accrued on a time basis, by reference to the 594 

principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated 595 

future cash receipts through the expected life of the financial asset to that asset’s net carrying amount on initial 596 

recognition. Interest expense is generated from the same type of activity as described above. 597 

Operating costs  598 

Operating costs represent the costs of providing brokerage services, and include settlement costs payable to other 599 

Group companies, transaction charges from exchanges and third-party brokers, and interest expense on initial 600 

margin balances held, financing, repo and reverse repo transactions. 601 

Financial instruments 602 

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual 603 

provisions of the instrument.  604 
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 605 

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly 606 

attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and 607 

financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial 608 

assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the 609 

acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised immediately 610 

in profit or loss.  611 

Financial assets  612 

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis. 613 

Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the 614 

time frame established by regulation or convention in the marketplace. 615 

All recognised financial assets are subsequently measured in their entirety at either amortised cost or fair value, 616 

depending on the classification of the financial assets.  617 

Classification of financial assets 618 

 619 

Debt instruments that meet the following conditions are subsequently measured at amortised cost: 620 

 621 

• The financial asset is held within a business model whose objective is to hold financial assets in order to 622 

collect contractual cash flows;  623 

• And the contractual terms of the financial asset give rise on specified dates to cash flows that are solely 624 

payments of principal and interest on the principal amount outstanding. 625 

 626 

Debt instruments that meet the following conditions are subsequently measured at Fair Value Through Other 627 

Comprehensive Income (FVTOCI): 628 

 629 

• The financial asset is held within a business model whose objective is achieved by both collecting contractual 630 

cash flows and selling the financial assets; and  631 

• The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments 632 

of principal and interest on the principal amount outstanding. 633 

 634 

By default, all other financial assets are subsequently measured at FVTPL.  635 

 636 

Despite the foregoing, the Company may make the following irrevocable election / designation at initial 637 

recognition of a financial asset: 638 

 639 

• The Company may irrevocably elect to present subsequent changes in fair value of an equity investment in 640 

other comprehensive income if certain criteria are met (see (ii) below); and 641 

• The Company may irrevocably designate a debt investment that meets the amortised cost or FVTOCI criteria 642 

as measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch (see (iii) below). 643 

(i). Amortised cost and effective interest method 644 

 645 

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating 646 

interest income over the relevant period.  647 

 648 

For financial instruments other than purchased or originated credit-impaired financial assets, the effective interest 649 

rate is the rate that exactly discounts estimated future cash receipts (including all fees and points paid or received 650 

that form an integral part of the effective interest rate, transaction costs and other premiums or discounts) excluding 651 

expected credit losses, through the expected life of the debt instrument, or, where appropriate, a shorter period, to 652 

the gross carrying amount of the debt instrument on initial recognition.  653 

 654 

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial recognition 655 

minus the principal repayments, plus the cumulative amortisation using the effective interest method of any 656 

difference between that initial amount and the maturity amount, adjusted for any loss allowance. The gross 657 

carrying amount of a financial asset is the amortised cost of a financial asset before adjusting for any loss 658 

allowance. 659 

 660 
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Interest income is recognised using the effective interest method for debt instruments measured subsequently at 661 

amortised cost and at FVTOCI. For financial instruments other than purchased or originated credit-impaired 662 

financial assets, interest income is calculated by applying the effective interest rate to the gross carrying amount 663 

of a financial asset, except for financial assets that have subsequently become credit-impaired. For financial assets 664 

that have subsequently become credit-impaired, interest income is recognised by applying the effective interest 665 

rate to the amortised cost of the financial asset. If, in subsequent reporting periods, the credit risk on the credit-666 

impaired financial instrument improves so that the financial asset is no longer credit-impaired, interest income is 667 

recognised by applying the effective interest rate to the gross carrying amount of the financial asset. 668 

 669 

Interest income is recognised in profit or loss and is included in the ‘Interest income’ within the Turnover line 670 

item.   671 

(ii). Debt instruments classified as at FVTOCI 672 

 673 

Treasury bonds held by the Company are classified as at FVTOCI. The treasury bonds are initially measured at 674 

fair value plus transaction costs. Subsequently, changes in the carrying amount of these treasury bonds as a result 675 

of foreign exchange gains and losses, impairment gains or losses, and interest income calculated using the effective 676 

interest method are recognised in profit or loss. The amounts that are recognised in profit or loss are the same as 677 

the amounts that would have been recognised in profit or loss if these treasury bonds had been measured at 678 

amortised cost. All other changes in the carrying amount of these treasury bonds are recognised in other 679 

comprehensive income and accumulated under the heading of Other Reserves within Shareholder Equity. When 680 

these treasury bonds are derecognised, the cumulative gains or losses previously recognised in other 681 

comprehensive income are reclassified to profit or loss. 682 

(iii). Financial assets at FVTPL 683 

 684 

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are measured at 685 

FVTPL.  686 

 687 

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value gains 688 

or losses recognised in profit or loss to the extent they are not part of a designated hedging relationship (see hedge 689 

accounting policy).  690 

The net gain or loss recognised in profit or loss includes any dividend or interest earned on the financial asset.  691 

Foreign exchange gains and losses 692 

 693 

The carrying amount of financial assets that are denominated in a foreign currency is determined in that foreign 694 

currency and translated at the spot rate at the end of each reporting period. Specifically: 695 

 696 

• For financial assets measured at amortised cost that are not part of a designated hedging relationship, 697 

exchange differences are recognised in profit or loss in the ‘Net gains and losses’ within Turnover line item;  698 

• For debt instruments measured at FVTOCI that are not part of a designated hedging relationship, exchange 699 

differences on the amortised cost of the debt instrument are recognised in profit or loss in the ‘Net gains and 700 

losses’ within the Turnover line item; 701 

• For financial assets measured at FVTPL that are not part of a designated hedging relationship, exchange 702 

differences are recognised in profit or loss in the ‘Net gains and losses’ within the Turnover line item. 703 

Impairment of financial assets 704 

 705 

The Company recognises a loss allowance for expected credit losses on investments in debt instruments that are 706 

measured at amortised cost or at FVTOCI, amounts due from customers, initial margin and default funds posted 707 

to CCPs, brokers and reverse repos. No impairment loss is recognised for investments in equity instruments, 708 

because they are recognised at FVTPL. The amount of expected credit losses is updated at each reporting date to 709 

reflect changes in credit risk since initial recognition of the respective financial instrument.  710 

 711 

To determine the amount of impairment or provision to be recorded at each reporting date, these exposures are 712 

split among three categories based on the increase in credit risk observed since initial recognition. An impairment 713 

or provision shall be recognised for the exposures in each category as follows:  714 

 715 
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 716 
 717 

Lifetime expected credit loss (ECL) represents the expected credit losses that will result from all possible default 718 

events over the expected life of a financial instrument. In contrast, 12 months ECL represents the portion of 719 

lifetime ECL that is expected to result from default events on a financial instrument that are possible within 12 720 

months after the reporting date. 721 

(i). Significant increase in credit risk 722 

 723 

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, 724 

the Company compares the risk of a default occurring on the financial instrument as at the reporting date with the 725 

risk of a default occurring on the financial instrument as at the date of initial recognition. In making this 726 

assessment, the Company considers both quantitative and qualitative information that is reasonable and 727 

supportable, including historical experience and forward-looking information that is available without undue cost 728 

or effort. Forward-looking information considered includes the future prospects of the industries in which the 729 

Company’s debtors operate, obtained from economic expert reports, financial analysts, governmental bodies, 730 

relevant think-tanks and other similar organisations, as well as consideration of various external sources of actual 731 

and forecast economic information that relate to the Company’s core operations. 732 

 733 

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk on a financial 734 

asset has increased significantly since initial recognition when contractual payments are more than 30 days past 735 

due, unless the Company has reasonable and supportable information that demonstrates otherwise. 736 

 737 

For loan commitments and financial guarantee contracts, the date that the Company becomes a party to the 738 

irrevocable commitment is considered to be the date of initial recognition for the purposes of assessing the 739 

financial instrument for impairment. In assessing whether there has been a significant increase in the credit risk 740 

since initial recognition of a loan commitment, the Company considers changes in the risk of a default occurring 741 

on the loan to which a loan commitment relates; for financial guarantee contracts, the Company considers the 742 

changes in the risk that the specified debtor will default on the contract. 743 

 744 

The Company regularly monitors the effectiveness of the criteria used to identify whether there has been a 745 

significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable of 746 

identifying significant increase in credit risk before the amount becomes past due. To identify Stage 2 exposures, 747 

the Company uses all available past and forward-looking data (behavioural scores, loan to value indicators, 748 

macroeconomic forecast scenarios, etc.) to assess the counterparty’s credit risk. A financial asset moves to the 749 

stage 2 exposures if its internal credit risk rating decreased by at least two notches in the last 18 months. 750 

(ii). Definition of default 751 

The Company considers the following as constituting an event of default for internal credit risk management 752 

purposes as historical experience indicates that receivables that meet either of the following criteria are generally 753 

not recoverable. 754 
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• When there is a breach of financial covenants by the counterparty; or 755 

• Information developed internally or obtained from external sources indicates that the debtor is unlikely to 756 

pay its creditors, including the Company, in full (without taking into account any collaterals held by the 757 

Company). 758 

 759 

Irrespective of the above analysis, the Company considers that default has occurred when a financial asset is more 760 

than 90 days past due unless the Company has reasonable and supportable information to demonstrate that a more 761 

lagging default criterion is more appropriate. 762 

(iii). Credit-impaired financial assets 763 

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future 764 

cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes 765 

observable data about the following events: 766 

 767 

• Significant financial difficulty of the issuer or the borrower; 768 

• A breach of contract, such as a default or past due event (see (ii) above); 769 

• The lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial 770 

difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise consider; 771 

• It is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or 772 

• The disappearance of an active market for that financial asset because of financial difficulties. 773 

Derecognition of financial assets 774 

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset 775 

expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset 776 

to another party. If the Company neither transfers nor retains substantially all the risks and rewards of ownership 777 

and continues to control the transferred asset, the Company recognises its retained interest in the asset and an 778 

associated liability for amounts it may have to pay. If the Company retains substantially all the risks and rewards 779 

of ownership of a transferred financial asset, the Company continues to recognise the financial asset and also 780 

recognises a collateralised borrowing for the proceeds received.  781 

 782 

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s carrying 783 

amount and the sum of the consideration received and receivable is recognised in profit or loss. In addition, on 784 

derecognition of an investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously 785 

accumulated in the investments revaluation reserve is reclassified to profit or loss in Net gains and losses on 786 

financial transactions. In contrast, on derecognition of an investment in equity instrument which the Company has 787 

elected on initial recognition to measure at FVTOCI, the cumulative gain or loss previously accumulated in the 788 

investments revaluation reserve is not reclassified to profit or loss, but is transferred to retained earnings.  789 

Financial liabilities and equity instruments 790 

Classification as debt or equity 791 

Debt and equity instruments issued by a group entity are classified as either financial liabilities or as equity in 792 

accordance with the substance of the contractual arrangements and the definitions of a financial liability and an 793 

equity instrument. 794 

Equity instruments 795 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all 796 

of its liabilities. Equity instruments issued by a group entity are recognised at the proceeds received, net of direct 797 

issue costs. 798 

 799 

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No gain or 800 

loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity 801 

instruments. 802 

Financial liabilities 803 

All financial liabilities are subsequently measured at amortised cost using the effective interest method or at 804 

FVTPL.  805 
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However, financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or 806 

when the continuing involvement approach applies, financial guarantee contracts issued by the Company, and 807 

commitments issued by the Company to provide a loan at below-market interest rate are measured in accordance 808 

with the specific accounting policies set out below.   809 

(i). Financial liabilities at FVTPL 810 

Financial liabilities are classified as at FVTPL when the financial liability is 1) contingent consideration of an 811 

acquirer in a business combination to which IFRS 3 applies, 2) held for trading, or 3) it is designated as at FVTPL. 812 

A financial liability is classified as held for trading if: 813 

 814 

• It has been acquired principally for the purpose of repurchasing it in the near term; or 815 

• On initial recognition it is part of a portfolio of identified financial instruments that the Company manages 816 

together and has a recent actual pattern of short-term profit-taking; or  817 

• It is a derivative, except for a derivative that is a financial guarantee contract or a designated and effective 818 

hedging instrument.  819 

 820 

A financial liability other than a financial liability held for trading or contingent consideration of an acquirer in a 821 

business combination may be designated as at FVTPL upon initial recognition if: 822 

 823 

• Such designation eliminates or significantly reduces a measurement or recognition inconsistency that would 824 

otherwise arise; or  825 

• The financial liability forms part of a group of financial assets or financial liabilities or both, which is 826 

managed and its performance is evaluated on a fair value basis, in accordance with the Company’s documented 827 

risk management or investment strategy, and information about the grouping is provided internally on that basis; 828 

or 829 

• It forms part of a contract containing one or more embedded derivatives, and IFRS 9 permits the entire 830 

combined contract to be designated as at FVTPL. 831 

 832 

Financial liabilities at FVTPL are stated at fair value with any gains or losses arising on changes in fair value 833 

recognised in profit or loss to the extent that they are not part of a designated hedging relationship (see Hedge 834 

accounting policy). The net gain or loss recognised in profit or loss incorporates any interest paid on the financial 835 

liabilities and is included in the ‘other gains and losses’ line item. 836 

 837 

However, for financial liabilities that are designated as at FVTPL, the amount of change in the fair value of the 838 

financial liability that is attributable to changes in the credit risk of that liability is recognised in other 839 

comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in other 840 

comprehensive income would create or enlarge an accounting mismatch in profit or loss. The remaining amount 841 

of change in the fair value of liability is recognised in profit or loss. Changes in fair value attributable to a financial 842 

liability’s credit risk that are recognised in other comprehensive income are not subsequently reclassified to profit 843 

or loss; instead, they are transferred to retained earnings upon derecognition of the financial liability.  844 

Gains or losses on financial guarantee contracts and loan commitments issued by the Company that are designated 845 

by the Company as at fair value through profit or loss are recognised in profit or loss.  846 

(ii). Financial liabilities subsequently measured at amortised cost   847 

Financial liabilities that are not 1) contingent consideration of an acquirer in a business combination, 2) held-for-848 

trading, or 3) designated as at FVTPL, are subsequently measured at amortised cost using the effective interest 849 

method.  850 

 851 

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating 852 

interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated 853 

future cash payments (including all fees and points paid or received that form an integral part of the effective 854 

interest rate, transaction costs and other premiums or discounts) through the expected life of the financial liability, 855 

or (where appropriate) a shorter period, to the amortised cost of a financial liability. 856 

(iii). Financial guarantee contracts   857 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the 858 

holder for a loss it incurs because a specified debtor fails to make payments when due in accordance with the terms 859 

of a debt instrument. 860 

 861 
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(iv). Foreign exchange gains and losses 862 

For financial liabilities that are denominated in a foreign currency and are measured at amortised cost at the end 863 

of each reporting period, the foreign exchange gains and losses are determined based on the amortised cost of the 864 

instruments. These foreign exchange gains and losses are recognised in ‘Net gains and losses’ within the Turnover 865 

line item in profit or loss for financial liabilities that are not part of a designated hedging relationship. 866 

 867 

The fair value of financial liabilities denominated in a foreign currency is determined in that foreign currency and 868 

translated at the spot rate at the end of the reporting period. For financial liabilities that are measured at FVTPL, 869 

the foreign exchange component forms part of the fair value gains or losses and is recognised in profit or loss for 870 

financial liabilities that are not part of a designated hedging relationship.  871 

(v). Derecognition of financial liabilities 872 

The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged, 873 

cancelled or they expire. The difference between the carrying amount of the financial liability derecognised and 874 

the consideration paid and payable, including any non-cash assets transferred or liabilities assumed, is recognised 875 

in profit or loss.  876 

Derivative financial instruments 877 

The Company enters into a variety of derivative financial instruments to manage its exposure to interest rate and 878 

foreign exchange rate risks, including foreign exchange forward contracts and interest rate swaps.  879 

 880 

Derivatives are initially recognised at fair value at the date the derivative contracts are entered into and are 881 

subsequently remeasured to their fair value at the end of each reporting period. The resulting gain or loss is 882 

recognised in profit or loss immediately unless the derivative is designated and effective as a hedging instrument, 883 

in which event the timing of the recognition in profit or loss depends on the nature of the hedge relationship.  884 

Hedge accounting 885 

The Company designates certain derivatives as hedging instruments in respect of interest rate risk in fair value 886 

hedges and in cash flow hedges.  887 

 888 

However, similarly to SG SA Group and in accordance with the transitional measures provided by IFRS 9, the 889 

Company has elected to continue recognising hedging transactions under IAS 39 as adopted by the European 890 

Union. 891 

 892 

At the inception of the hedge relationship, the Company documents the relationship between the hedging 893 

instrument and the hedged item, along with its risk management objectives and its strategy for undertaking various 894 

hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Company documents 895 

whether the hedging instrument is effective in offsetting changes in cash flows of the hedged item attributable to 896 

the hedged risk, which is when the hedging relationships meet all of the following hedge effectiveness 897 

requirements:  898 

• There is an economic relationship between the hedged item and the hedging instrument; 899 

• The effect of credit risk does not dominate the value changes that result from that economic relationship; and  900 

• The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the hedged item 901 

that the Company actually hedges and the quantity of the hedging instrument that the entity actually uses to hedge 902 

that quantity of hedged item. 903 

 904 

If a hedging relationship ceases to meet the hedge effectiveness requirement relating to the hedge ratio but the risk 905 

management objective for that designated hedging relationship remains the same, the Company adjusts the hedge 906 

ratio of the hedging relationship (i.e. rebalances the hedge) so that it meets the qualifying criteria again. 907 

 908 

 909 

(a) Fair value Hedges (FVH) 910 

 911 

The Company hedges the interest risk of its fixed-rate debt instruments classified under Financial Assets at 912 

FVTOCI with interest rate swaps paying fixed rate and receiving the variable rate (plain vanilla swaps). The 913 

interest rate risk is defined as the risk that the value or cash flows of an instrument will fluctuate due to variations 914 

in market interest rates. 915 

The fair value change on qualifying hedging instruments is recognised in profit or loss.  916 
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For debt instruments measured at FVTOCI, the carrying amount is not adjusted as it is already at fair value, but 917 

gain or loss on the hedged item is recognised in profit or loss. Where hedging gains or losses are recognised in 918 

profit or loss, they are recognised in the same line as the gain or loss on the hedging instrument. 919 

 920 

Prospective effectiveness is assessed via a rate sensitivity ratio between the hedged and hedging instruments. 921 

Retrospective effectiveness is performed on a daily basis using the dollar offset method. For both testing, the ratio 922 

should fall within the threshold of [80:125]%.  923 

 924 

If it becomes apparent that the derivative has ceased to meet the effectiveness criteria for hedge accounting or if 925 

it is terminated or sold, hedge accounting is discontinued prospectively. Thereafter, the carrying amount of the 926 

hedged asset or liability ceases to be adjusted for changes in fair value attributable to the hedged risk and the 927 

cumulative adjustments previously recognised under hedge accounting are amortised over its remaining life. 928 

Hedge accounting is also discontinued if the hedged item is sold prior to maturity or redeemed early. 929 

 930 

(b) Cash Flow Hedges 931 

 932 

The Company issues to certain employees share-value linked deferred bonuses (see Note 3). The Company hedges 933 

the effect of the movement of SG SA’s share price to reduce market risk with cash settled options on SG SA shares 934 

(see Note 12).  935 

 936 

The effective portion of changes in the fair value of the options that are designated and qualify as cash flow hedges 937 

is recognised in other comprehensive income and accumulated under the heading of cash flow hedging reserve, 938 

limited to the cumulative change in fair value of the hedged item from inception of the hedge. The gain or loss 939 

relating to the ineffective portion is recognised immediately in profit or loss, and is included in ‘Net gains and 940 

losses’ within the Turnover line item. 941 

 942 

The Company discontinues hedge accounting only when the hedging relationship (or a part thereof) ceases to meet 943 

the qualifying criteria (after rebalancing, if applicable). This includes instances when the hedging instrument 944 

expires or is sold, terminated or exercised. The discontinuation is accounted for prospectively. Any gain or loss 945 

recognised in other comprehensive income and accumulated in equity at that time remains in equity and is 946 

recognised when the forecast transaction is ultimately recognised in profit or loss. When a forecast transaction is 947 

no longer expected to occur, the gain or loss accumulated in equity is recognised immediately in profit or loss. 948 

Netting of Financial Assets and Liabilities 949 

In accordance with IAS32, the Company reports certain financial assets and liabilities on a net basis in the balance 950 

sheet only if there is a legally enforceable right of offset to net the recognised amounts and there is the intention 951 

to settle on a net basis, or to realise the asset and settle the liability simultaneously 952 

Cash and Cash Equivalents 953 

Cash and cash equivalents include debit current accounts and short-term deposits at banks with a maturity less than 954 

three month. 955 

Intangible assets acquired separately 956 

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated 957 

amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over their 958 

estimated useful lives.  959 

 Impairment of intangible assets 960 

At each balance sheet date, the Company reviews the carrying amounts of its intangible assets to determine 961 

whether there is any indication of an impairment loss. If any such indication exists, the recoverable amount of the 962 

asset is estimated to determine the extent of the impairment loss (if any) and the carrying amount of the asset is 963 

reduced to its recoverable amount. 964 

 Taxation 965 

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss 966 

statement except to the extent that it relates to items recognised in Other Comprehensive Income. 967 

 968 

 969 
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Current tax 970 

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or 971 

recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date, 972 

and is the expected tax payable or receivable on the taxable profit and loss for the year and any adjustment to tax 973 

payable or receivable in respect of previous years. 974 

Deferred tax 975 

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets 976 

and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit.   977 

 978 

Deferred tax is recognised in respect of all temporary differences that have originated but not reversed at the 979 

balance sheet date where transactions or events have occurred at that date that will result in an obligation to pay 980 

more, or a right to pay less or to receive more tax. 981 

 982 

The carrying amount of deferred tax assets is reviewed at each balance sheet date and recognised only to the extent 983 

that it is considered more likely than not that there will be suitable taxable profits from which the underlying 984 

temporary differences can be deducted. Deferred tax is measured on an undiscounted basis at the tax rates that are 985 

expected to apply in the periods in which temporary differences reverse, based on tax rates and laws enacted or 986 

substantively enacted at the balance sheet date. 987 

 988 

Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited in 989 

other comprehensive income, in which case the deferred tax is also dealt with in other comprehensive income. 990 

Provisions 991 

Provisions are recognised when the Company has a present legal or constructive obligation as a result of a past 992 

event, it is probable that a transfer of economic benefits will be required to settle the obligation and a reliable 993 

estimate can be made of the amount of the obligation. 994 

Pension costs and other post-retirement benefits 995 

The Company operates a defined contribution Personal Pension scheme. The assets of the scheme are held 996 

separately from those of the Company in an independently administered fund.   997 

The pension cost charge in Note 3 to the financial statements represents contributions payable by the Company 998 

to the fund. 999 

Share-based payment 1000 

The Company’s employees receive share-based payments from the parent Company, SG SA, the details of these 1001 

can be found in Note 3.  1002 

For cash-settled share-based payments, a liability equal to the portion of the goods or services received is 1003 

recognised at the current fair value determined at each balance sheet date. 1004 

Client Money Balances 1005 

As required by the UK Client Assets rules in line with the Financial Services Market Act (FSMA) 2000, the 1006 

Company maintains certain balances on behalf of clients with banks, exchanges, clearing houses and brokers in 1007 

segregated accounts. These amounts and the related liabilities to clients, whose recourse is limited to segregated 1008 

accounts, are disclosed in Note 17 to the financial statements and are not included in the Company’s balance sheet 1009 

as the Company is not beneficially entitled thereto. 1010 

Critical accounting judgements and estimates 1011 

In the application of the Company’s accounting policies, which are described in Note 1 above, the Directors are 1012 

required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that 1013 

are not readily apparent from other sources. The estimates and associated assumptions are based on historical 1014 

experience and other factors that are considered to be relevant. Actual results may differ from these estimates. 1015 

 1016 

Critical accounting judgements are those that the Directors have made in the process of applying the Company’s 1017 

accounting policies and that had a significant effect on the amounts recognised in financial statements. There were 1018 

no critical accounting judgements in the current or prior year. 1019 
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 1020 

Estimates are those where the Directors have estimated income or expenditure, or the carrying amounts of assets 1021 

or liabilities, based on historical experience or other factors that are considered relevant to the estimate where 1022 

actual results may differ from those estimates. The true up between estimated and actual SG SA recharges is 1023 

communicated in April by SG SA. The Directors do not believe that the true up of the 2020 estimate will result in 1024 

a material financial charge. 1025 

 1026 

The Transfer Pricing are the prices at which the Company receives services provided by other entities of SG SA. 1027 

SGIL is recharged on a monthly basis for services performed by Global Business Services (GBS) support functions 1028 

to the benefit of the Business Lines and, by Head-office departments as well as at Central level, business line level 1029 

and, in some cases at regional level. Transfer Pricing amounts are estimated based on actual amounts from January 1030 

to September, and then estimated for the last quarter of the year based on historical experience, which may end up 1031 

with adjustments in the course of the following year. 1032 

 1033 

  1034 
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NOTE 2 : GROSS PROFIT 1035 

Gross profit is attributable to the principal activities of the Company: 1036 

 1037 

 1038 

 Interest 

income 
 

Commission 

and fee  

income/ 

expense 

 

Net gains 

and losses on 

financial 

instruments 

 Total 

£’000 

 
    

  
  

 £’000  £’000  £’000  £’000 

          

Turnover 333,205  721,744             30,616   1,085,565 

Operating costs (244,836)  (635,475)  -  (880,311) 

         

At 31 December 2020 88,369  86,269  30,616  205,254 
         
         

Turnover 771,724  776,219  98,291  1,646,234 

Operating costs (693,224)  (691,615)  -  (1,384,839) 
        

At 31 December 2019 78,500  84,604  98,291  261,395 

 1039 

 1040 

Net gains and losses on financial instruments (at fair value through profit and loss) arise from the Company’s 1041 

brokerage activities carried out on a matched principal basis. This also include foreign exchange gains and losses 1042 

on principal treasury positions, and gains and losses on revaluation of monetary assets and liabilities. 1043 

 1044 

Analysis of the Company’s turnover remitted from geographic source:  1045 

 1046 

 2020 
 2019 previously 

reported 

 Impact of 

restatement 

 2019 

restated (*) 

 £’000  £’000  £’000  £’000 

        

United Kingdom  491,720   660,153  -  660,153 

France  6,945   44,508  -  44,508 

Rest of Europe  313,515   479,934  (19,746)  479,934 

Americas  87,819   162,635  -  162,635 

Asia-Pacific  105,007   268,013  (105,954)  268,013 

Other 80,559   30,991  125,700  30,991 

Total 1,085,565  1,646,234  -  1,646,234 

 1047 
 1048 

(*) 2019 comparatives for Rest of Europe, Asia-Pacific and Other have been restated due to a mapping correction 1049 

made in the year. 1050 

 1051 

The geographical analysis of the turnover is calculated using only UK originated revenues, removing the impact 1052 

of revenue generated where there is repatriation to the origination.1053 
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NOTE 3 : STAFF COSTS  

 

 
 

 
     

     2020  

£’000 
 2019   

£’000 
         

Wages and salaries (*)     40,562  51,831 

Social security costs     5,672  6,241 

Pension and other staff costs  
  

 3,883  4,268 
         

  
  

 50,117  62,340 

 

(*) Included in the wages and salaries are amounts related to termination benefits  

 

 As at the year-end, there were no unpaid pension contributions (2019: £nil).  

 

 The average number of employees throughout the year was as follows: 

 

  

  

 2020   

£’000  

2019   

£’000 
  

  
    

 

Management  
  

 14  9 

Front office  
  

 88  100 

Support  
  

 269  326 
         

  
  

 371  435 

 

 

Share-based payments 

The Company’s staff participates in the following share schemes offered by SG SA: 

 

Fidelity plan 

The Company issues to certain employees share-value linked deferred bonuses. The vesting periods of these 

bonuses are between one and three years from the date of declaration of the award and the employees will only be 

entitled to these bonuses on the condition that they are still employed by the Company at the scheduled payment 

dates during the vesting period. These bonuses are cash-settled and from the 2015 award onwards, the Company 

hedges the effect of the movement of SG SA’s share price to reduce market risk (see note 12). 

 

The indexation related to this variation in the price of SG SA shares only for current year was a gain of £145k 

(2019: loss of £657k). The profit and loss recognised in the year related to the plan was an expense of £930k 

(2019: £476k). 

 

UK Share plan 

The Share Incentive plan provides the opportunity for all employees to purchase SG SA shares out of gross pay. 

For every four shares bought, SG SA will match one additional share. An employee may contribute £10-£125 

from gross pay each month, but no more than 10% of gross pay. Matching shares are paid by the Company on a 

monthly basis. 
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NOTE 4 : DIRECTORS’ EMOLUMENTS 

  

 

2020   

£’000 
 2019   

£’000 
  

    
 

Directors’ remuneration  
 718  884 

Pension contributions to defined contribution 

schemes 
 

 
11 

 
59 

      

  
 729  943 

  
 

 
  

Remuneration of the highest paid Director:    

  

 

2020 

£’000 
 2019 

£’000 
  

 
 

 
 

Directors’ remuneration  
 252  479 

Pension contributions to defined contribution 

schemes 
 

 
11 

 
37 

      

  
 263  516 

 

NOTE 5 : OPERATING PROFIT 

The operating profit is stated after charging:      

 

   2020 

£’000 
 2019 

£’000 
        

Depreciation of fixed assets    -  (183) 

Additional impairment charge    (3,690)  -  

Expected credit loss provision    900  288  

Intragroup rental recharges    (5,908)  (4,262) 

Fees payable to Company’s auditor for:    
 

 

- The audit of the Company’s annual accounts   (1,222)  (950) 

- Other services  
  (225)  (211) 

Dividend income received (refer to Note 20)   1,639   - 

 

Included in administrative expenses are amounts recharged from other SG SA group companies for £10,616k 

(2019: £28,895k).  

 

 

 

 

 



Societe Generale International Limited (Registered number: 05407520) 

 

                                           Page | 46 

 

NOTE 6 : INTEREST INCOME AND EXPENSE 

     2020 

£’000 
 2019 

£’000 

          

Interest income from deposits with Group companies (Note 11) 25,877  20,578 
         

          
          

     2020 

£’000 
 2019 

£’000 
          

Interest expense on borrowings with Group companies (Note 13) 34,393  43,775 

     
   

NOTE 7 : TAXATION  

 The UK corporation tax rate applicable for financial reporting is 19% (2019: 19%). 

 

(a)    Analysis of the tax charge / (credit) in the year:   
     

  

 

  2020 

£’000 
  

2019 

£’000 

Current tax  
 

        

UK corporation tax  
 

  17,615    21,969  

Adjustment in respect of prior periods  
  144    (319) 

  
 

 
 

      

Total current tax  
 

  17,759    21,650  

Deferred tax  
 

        

Origination and reversal of temporary differences in the current year  160    419  

Adjustment in respect of prior periods  
  333    23  

Changes in Corporation tax rate   
 

  -    (161) 

  
 

 
 

      

Total deferred tax  
 

  493    282  

  
 

 
 

     

Total taxation on profit on ordinary activities  
  18,852    21,932  

  
 

 
 

     

  
 

       

(b)    Factors affecting the tax charge / (credit):   
     

 
    

     

The charge for the year can be reconciled to profit and loss as follows:  2020 

£’000 
  

2019 

£’000 
  

 
       

Profit on ordinary activities before tax  
  97,831    123,147  

Tax on profit on ordinary activities at standard tax rate of 19%  18,588    23,398  

 (2019: 19%)  
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Effects of:  
 

       

-   Expenses not deductible for tax purposes  
  120    71  

-   Non-taxable income   
 

  (311)    - 

-   Adjustment in respect of prior years and other   477    (296) 

-   Changes in Corporation Tax rate  
 

  -    (161) 

-   Financial Asset at FVTP&L  
 

  (622)   (1,081) 

  
 

 
 

     

  
 

  18,252    21,932  

     
     

(c)    Deferred tax assets/ (liabilities):    
     

The deferred tax included in the balance sheet is as follows:  
     

 
    

     

  

 

 

 

2020 

£'000 
  

2019 

£'000 
  

 
 

       

Depreciation in excess of capital allowances  
 

 498    603  

Provision for temporary differences  
 

 358    358  

Investment in equity shares at FVTPL  
 

 
 (429)    0 

Loss (Gain) investments at FVTOCI  

 

 

 
(3,550)   (1,538) 

IFRS 9 transitional adjustments  
 

 
 

187    214  

  
 

 
 (2,935)   (363) 

  
 

 
     

The movement in the deferred tax asset during the period is as follows:   
 

  

  

 

 

 

2020 

£'000 
  

2019 

£'000 
  

 
 

       

Deferred tax asset at 1 January  
 

 
 (363)   1,592  

  
 

 
       

Amount charged to the income statement  
 

 (160)   (419) 

Adjustment in respect of prior periods  
 

 (333)  - 

Amount credited to other comprehensive income  
 (2,080)   (1,697) 

Changes in Corporation Tax rate  
 

 
 -    161  

        

Deferred tax liabilities at 31 December  
 

 
 (2,935)    (363) 

        

   

 

Deferred tax assets are only recognized to the extent that they are more likely than not to be recovered.   

The Company recognised all UK deferred tax assets and liabilities at a rate of 19% at which the deferred tax is 

expected to reverse.  

 

Legalisation has been proposed in the Finance Bill 2021, to increase the main rate of corporation tax for the Financial 

Year 2023 from the 19% currently in place to 25% with effect from 1 April 2023. The effect of the change would be 

to increase the current year deferred tax liability by £927k.
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NOTE 8 : INTANGIBLE ASSETS 

 

 

  
Other 

Intangible 

£'000 

 Total 

 £'000 

COST  
      

At 1 January 2020  
  237   237  

Movement  
                    -                        -    

 
 

  
 

   

At 31 December 2020  
  237   237  

 
 

  
 

   

AMORTISATION / IMPAIRMENT  
      

At 1 January 2020  
                     -                        -    

 
 

                     -                        -    

Movement  
                     -                        -    

Amortisation for the year  
                     -                        -    

 
 

                         -    

At 31 December 2020  
                     -                        -    

 
 

  
 

   

NET BOOK VALUE  
      

At 31 December 2020  
                237                  237  

 
 

  
 

 
  

At 31 December 2019  
                237                  237  

 

NOTE 9 : INVESTMENTS AT FAIR VALUE THROUGH OCI 

   2020  2019 

 

  

Treasury 

notes and 

bonds 

£'000 
 

Treasury 

notes and 

bonds 

£'000 

  
      

At 1 January  
 1,123,429   1,290,909  

      

Additions  
 415,417   3,811,571  

Disposals  
 (716,919)  (3,989,134) 

Coupon   (89)  593  

 
       

Amortisation of premium/ discount  
 (5,380)  142  

  
      

Revaluation (*)  
 16,900   9,348  

  
 

  
 

  

At 31 December   
 833,358   1,123,429  
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Investments at FVTOCI consist of investments in treasury notes and similar bonds, for which the fair values are 

determined using quoted prices in active markets. 

(*) £6,748 (2019: £1,604k) of the mark to market has been recycled through profit and loss under trades that have 

been designated as Fair Value hedges. 

 

NOTE 10 : FINANCIAL ASSETS AT FAIR VALUE THROUGH P&L 

 

 

 

2020 

£'000 
 2019 

£'000 

 
      

Derivative financial instruments  3,009,938  1,683,741 

Fidelity Plan Hedge  -  54 

Investment in joint venture  69,600  62,941 

Equities investment  2,623  2,366 

 
 

 

 

 

 
 3,082,161  1,749,102 

 

 

Derivative financial instruments consist of interest rate, foreign exchange, credit derivatives, equity contracts for 

which the fair value is estimated using a discounted cash flow model that includes assumptions supported by 

observable market prices or rates.  

 

Altura Markets S.V. is a 50% joint venture between the Company and Banco Bilbao Vizcaya Argentaria, S.A. that 

is incorporated in Spain and whose principal place of business is Vía de los Poblados 3, edificio 2, planta 1, Parque 

Empresarial Cristalia, 28033 Madrid. In accordance with the by-laws of Altura Markets S.V., all the shares of 

Altura have the same political and economic rights and therefore SGIL shares are ranked pari passu with those 

held by Banco Bilbao Vizcaya Argentaria, S.A. with the same voting rights, dividend and capital distribution rights 

attached to them. 

 

The Directors have elected to hold the investment at fair value through profit and loss as the Company is exempt 

from preparing consolidated financial statements. The Euro denominated investment is economically hedged by a 

borrowing in euros included in financial liabilities at fair value (Note 12). The revaluation of the investment has 

been performed twice in 2020 based on the net book value. Consolidation of Altura Markets S.V. occurs at the SG 

SA level (The parent company is disclosed in Note 21). 

 

Financial assets at fair value include amounts due from other SG SA, group companies for £626,377k (2019: 

£180,029k). 
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NOTE 11 : TRADE AND OTHER RECEIVABLES 

 

 

    

2020 

£'000 
 2019 

£'000 

Amounts falling due within one year:  
 

      

 
 

 
 

      

Financial assets with brokers, exchanges and clearing houses          6,759,031   7,064,019 

Securities purchased under resale agreements  
 

       11,389,640   22,695,703 

Receivable from customers and banks  
 

         2,354,544   2,315,290 

Settlement account on securities transactions  
 

              27,979   643,561 

Trade debtors  
 

 
                2,895   4,321 

Other debtors   
 

 
              51,609   64,176 

VAT receivable                    8,601   9,507 

  
 

 
      

 
 

 
 

 20,594,299  32,796,577 

Allowance for impairment losses  
 

 
 (25,003)  (23,157) 

  
 

 
 

    

  
 

 
 20,569,296  32,773,420 

Amounts falling due after one year:  
 

 
    

Intragroup loans             1,164,000   864,000 

 
    

  
 

 
    1,164,000  864,000 

 

Included within Other debtors are interest receivable on commitments from DPS activity and Transfer Pricing 

amounts for the Listed Derivatives business.  

 

Included within receivable from customers is £25m (2019: £23.2m) of assets that are impaired.  

 

Included within trade debtors are aged brokerage receivables which are past due, but not impaired: 

 

 

   

 

    

2020 

£'000 
 2019 

£'000 

 
         

 7-12 months     772  1,068 

13-18 months     565  291 

19-24 months     261  289 

 
         

 
    1,598  1,648 
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A reconciliation of the allowances for impairment losses is as follows: 

 

 

  

2020 

£'000 
 2019 

£'000 

  
        

At 1 January   
   (23,157)  (24,273) 

  
        

Additional impairment charge     (3,690)  - 

Recovery charge  
   900  288 

Exchange rate movement   
   944  828 

  
        

  
   (25,003)  (23,157) 

 

 

 

Trade and other receivables include amounts due from other SG SA group companies for £8,370,796k (2019: 

£10,776,087k). 

 

This includes sixteen intragroup loans with SG SA: 

 

Amount 

2020 

£000 

Amount 

2019 

£000 

Value date 
Time to 

maturity 

Interest 

rate % 

p.a. 

Interest 

type 

Fair Value 

of the loan at 

31.12.2020  

£000 

Fair Value 

of the loan at 

31.12.2019  

£000 

400,000 480,000 17/12/2015 5 Years 2.90% Fixed 436,412 527,574 

80,000 80,000 17/12/2018 8 Years 2.31% Fixed 94,476 92,215 

80,000 80,000 17/12/2019 9 Years 1.72% Fixed 91,400 86,323 

66,600 74,000 10/10/2019 9 Years 2.35% Fixed 74,441 81,172 

87,400 - 17/12/2020 10 Years 0.99% Fixed 94,378 - 

35,000 - 25/03/2020 10 Years 1.61% Fixed 40,025 - 

27,500 - 25/03/2020 9 Years 1.54% Fixed 30,999 - 

27,500 - 25/03/2020 8 Years 1.53% Fixed 30,770 - 

7,500 - 25/03/2020 7 Years 1.49% Fixed 8,279 - 

7,500 - 25/03/2020 6 Years 1.46% Fixed 8,186 - 

7,500 - 25/03/2020 5 Years 1.40% Fixed 8,057 - 

7,500 - 25/03/2020 4 Years 1.30% Fixed 7,920 - 

7,500 - 25/03/2020 3 Years 1.17% Fixed 7,786 - 

27,500 - 01/04/2020 3 Months 0.76% Fixed 27,720 - 

150,000 150,000 17/01/2019 3 Years 1.01% Variable 154,332 157,260 

145,000 - 12/08/2020 3 Months 0.22% Fixed 145,133 - 
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NOTE 12 : FINANCIAL LIABILITIES AT FAIR VALUE THROUGH P&L 

 

2020 

£'000 
 2019 

£'000 
      

Fidelity Plan Hedge 690  546 

Derivative financial instruments 3,023,805  1,689,885 

 
  

 
  

 3,024,495  1,690,431 

 

 

Derivative financial instruments consist of interest rate, foreign exchange and equity for which the fair value is 

estimated using a discounted cash flow model that includes assumptions supported by observable market prices 

or rates.  

 

The terms of the hedge are designed to exactly match the indexation of the nominal amount of the bonus and the 

instalment dates and structure. The hedge will be settled in cash, and not in physical shares. The fair value of the 

hedge item amounts to £ 690k (loss) as at December 2020 (2019: £327k loss). 

 

Financial liabilities at fair value include amounts due to other SG SA, group companies for £456,813k (2019: 

£223,234k). 

 

 

Fair Value hedges 

 

As mentioned in SGIL Risk Management Framework (RMF), one of the risk that potentially impacts the processes 

and activities of the business is the structural interest risk which is defined as the potential alteration of the 

Company’s net interest income and/or net asset value caused by variations in interest rates. 

 

Hedge accounting enables SGIL to protect itself against changes in the fair value of fixed-rate bonds (hedged item) 

due to changes in interest rates (hedged risk). 

- If rates rise (as the bank anticipates), the fair value of the bond decreases while that of the swap increases;  

- If rates fall, the fair value of the bond increases while that of the swap decreases.  

 

No other risks will be hedged (e.g. credit-driven price changes). 

 

Hedging Instruments - Interest rate swaps contract 
 

 

Average Contracted 

fixed interest rate 

Notional Principal 

Amount 

Change in fair value for 

recognising hedge 

ineffectiveness 

Fair value of the 

hedging instrument 

(liabilities) 

 
 

2020 2019 2020 2019 2020 2019 2020 2019   

% % £ £ £ £ £ £   

1.00 1.09 £315,925k £181,142k £(8,481)k £(1,620)k £307,444k £(1,620)k   
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Hedged item – Fixed rate bonds 

Nominal amount of the 

hedge item 

Accumulated amount of 

FVH adjustments on the 

hedge item included in 

the carrying amount of 

the hedged item: debit 

/(credit) 

Line item in the 

statement of financial 

position (SOFP) in 

which the hedged item 

is included 

Change in value used 

for calculating hedge 

ineffectiveness 

Accumulated amount of 

FVH adjustments in 

SOFP for hedged items 

that have ceased to be 

adjusted for hedging 

gains and losses 

2020 2019 2020 2019   2020 2019 2020 2019 

£ £ £ £   £ £ £ £ 

£315,925k £181,142k £322,628k £181,780k 
Financial assets at Fair 

value through OCI 
£6,703k £1,604k      £128k £16k 

 

The following table details the hedge ineffectiveness arising from the hedging relationship and the line in profit 

or loss in which the hedge ineffectiveness is included:  

 

Hedged item 

Amount of hedge ineffectiveness 

recognised in profit or loss (P/L) 
 

Line item in P/L in which 

hedge ineffectiveness is 

included 

2020 2019   

£ £   

£1,778k £(16)k  Net Gains and Losses 

    
 

Interest rate swap contracts exchanging fixed rate interest for floating rate interest are designated and effective as 

fair value hedges in respect of hedging the interest rate risk. 
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NOTE 13 : TRADE CREDITORS AND OTHER PAYABLES 

 

 

    

2020 

£'000 
 2019 

£'000 

          

Securities sold under agreements to repurchase       8,895,852  18,999,332  

Payables to customers and banks    20,537,825   21,306,347  

Settlement accounts on securities transactions           30,995   322,782  

Trade creditors     102,359   107,162  

Other creditors     49,504   70,549  

Current tax payable     3,042   12,636  

Other tax payable     (56)  135  

Accrued interest on subordinated debt             2,012   2,542  

Deferred income      3,001   -  

 
    

  
 

  

 
    29,624,534   40,821,485  

 

 

Included in other creditors are mainly interest payable on commitments from DPS activity. 

Trade creditors and other payables include amounts payable to other SG SA, group companies for £17,662,779k 

(2019:  £36,810,930k). 

 

This includes £2,612,320k (2019: £4,920,837k) drawn down against a £8,441,364k (2019: £8,985,000k) facility 

with SG SA, in tranches that are repayable from overnight to 1 year that bear a weighted average outstanding 

negative interest rate of -0.25% (2019: 0.82%), the terms of which are determined by SG SA group treasury.  

 

NOTE 14 : SUBORDINATED DEBT 

  

 

 

 

2020 

£'000 
 2019 

£'000 
 
      

Subordinated debt  295,000  295,000 

 

 

 

The subordinated debt of £145m maturing in 2024 bears interest of GBP Libor 6M+2.7% per annum. An additional 

subordinated loan of £150m was granted on 16th of January 2019, maturing in 2029 and bears interest of GBP 

Libor 3M + 3.22% per annum.  

The carrying value of the subordinated debt approximates its fair value at 31 December 2020. 

The accrued interest payable of £2m (2019: £2.5m) is mentioned in Note 13.  

 

On the 31 March 2021, SGIL repaid £145m of subordinated debt. 
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NOTE 15 : PROVISIONS AND CONTINGENT LIABILITIES 

   

 

 

  

Deferred 

Bonus 

£'000 
 

Other 

Provisions  

£'000 
 

Totals 

£'000 

 
  

 
 
 

   

At 1 January 2020   357   3,775   4,132  

 
  

      

Charge for period   218   8,581   8,799 

Utilisation   (258)  (6,977)  (7,235) 

Reversals   (17)  (2,671)  (2,689) 

Revaluation   -   74   74  

 
  

      

At 31 December 2020   300   2,782   3,082  

 

 

    

The deferred bonus provision is an assessment of the bonus payable to eligible employees that are deferred for up 

to 3 years from the date the bonus is awarded.  

 

Contingent liabilities  

From time to time the Company is required to provide information to regulators and other government agencies 

as part of informal and formal enquiries or market reviews. Notwithstanding the uncertainties that are inherent in 

the outcome of such matters, there are no individual matters which are considered to pose a risk of material adverse 

financial impact on the Company’s results or net assets. 

 

NOTE 16 : SHARE CAPITAL 

 Authorised and issued: 

 Number 
 

Nominal 

value  

2020 

£'000 
 2019 

£'000 
 
  

 
      

Share capital 1,150,000,000  £1  1,150,000  1,150,000 

  

 

. 

 

In respect of 2020 financial year, the Board have recommended the payment of a dividend on the ordinary shares 

of £79.6m (2019: £101.2m) at £0.0686 per share.  

 

NOTE 17 : CLIENT MONEY BALANCES  

As at 31 December 2020 segregated Client Money balances held on behalf of clients with banks, exchanges, 

clearing houses and brokers in segregated accounts amounted to £8,017,984k (2019: £7,534,183k). These balances 

do not constitute part of the balance sheet of the Company. 
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NOTE 18 : TRADING DERIVATIVES AND OTHER FINANCIAL COMMITMENTS  

 

 2020  2019 

 £'000 £'000 

Commitments granted 
 

   

 
 

   

Equity and index instruments         5,128,132             2,380,895  

   Firm instruments      5,128,132          2,380,895  

Foreign exchange instruments     386,004,567         323,924,197  

   Firm instruments  243,375,830      255,463,444  

   Options  142,628,737       68,460,753  

Interest rate instruments         3,495,013             3,635,859  

   Firm instruments      3,495,013          3,635,859  

   Options                     -                           -    

Guarantee commitments granted         8,589,556           22,196,745  

Securities pledged as collateral         4,678,550             3,916,310  

 
    

Total commitments granted 407,895,818      356,054,006  

 
    

Commitments received 
    

 
    

Equity and index instruments 5,126,711    2,379,135  

   Firm instruments 5,126,711    2,379,135  

Foreign exchange instruments 386,009,401    323,928,710  

   Firm instruments 243,380,664    255,467,957  

   Options 142,628,737    68,460,753  

Interest rate instruments 3,495,013    3,635,859  

   Firm instruments 3,495,013    3,635,859  

   Options -   - 

Guarantee commitments received  13,550,344   24,895,556  

Securities received as collateral 3,778,990    2,732,365  

 
    

Total commitments received  411,960,459      357,571,625  

 

 

SGIL may lend, pledge, re-pledge, hypothecate or re-hypothecate, on any terms, any collateral held in the 

customer’s account or transferred by the customer. The customer agrees that SGIL may grant a security interest 

over or title to margin or collateral provided by the customer to cover any obligations owed by SGIL to an 

intermediate broker, counterparty, exchange or clearing organisation, including obligations owed by virtue of the 

positions held by such entities for other customers. 
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NOTE 19 : FINANCIAL INSTRUMENTS 

Financial assets and liabilities include, but are not limited to, cash and derivative products that primarily represent 

the investment, trading and customer facilitation activities. 

 

Categorisation of financial assets 

 

 

Financial 

Assets at 

FVTPL 

 £'000 

 

Financial 

Assets at 

FVTOCI 

£'000 

 

Financial 

Assets at 

Amortised 

Cost £'000 

 Totals 

£'000 

     
 

   
         

Financial assets 3,082,161  833,358  -  3,915,519 

Trade and other receivables -  -  21,749,698  21,749,698 

Cash and cash equivalents -  -  8,759,915  8,759,915 
        

At 31 December 2020 3,082,161  833,358  30,509,613  34,425,132 
                
 
    

    

 

Financial 

Assets at 

FVTPL 

£'000 

 

Financial 

Assets at 

FVTOCI 

£'000 

 

Financial 

Assets at 

Amortised 

Cost £'000 

 Totals  

£'000 

     
 

   
         

Financial assets 1,749,103  1,123,429  -  2,872,532 

Trade and other receivables -  -  33,651,070  33,651,070 

Cash and cash equivalents -  -  7,774,014  7,774,014 
        

At 31 December 2019 1,749,103  1,123,429  41,425,084  44,297,616 

 

 

 

Categorisation of financial liabilities 

 

   

Financial 

Liabilities at 

FVTPL 

£'000 

 
Financial 

Liabilities 

Amortised Cost 

£'000 

 
Totals 

£'000 

         
         

Subordinated debt                        -                    295,000   295,000 

Financial liabilities           3,024,495                            -     3,024,495 

Trade and other payables                        -               29,618,547   29,618,547 
 
 

 
 

 
 

   

At 31 December 2020   3,024,495  29,913,547  32,938,042 
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Financial 

Liabilities at 

FVTPL 

£'000 

 
Financial 

Liabilities 

Amortised Cost 

£'000 

 
Totals  

£'000 

         
         

Subordinated debt                        -     295,000  295,000 

Financial liabilities   1,690,431                           -     1,690,431 

Trade and other payables                        -     40,808,714  40,808,714 
 
 

 
 

 
 

   

At 31 December 2019   1,690,431  41,103,714  42,794,145 

 

 

Financial Risk Management 

The Company faces a number of risks as part of its normal day to day business. The principal risks and 

uncertainties faced by the Company are detailed in section 9 of the Strategic Report. 

 

Liquidity Risk  

Liquidity risk is defined as SGIL’s inability to meet its financial obligations at a reasonable cost. SGIL assesses 

this risk over various time horizons via stress tests including intraday liquidity risk, as they fall due. 

Funding risk is defined as the risk that SGIL will not be able to finance the development of its businesses at a 

scale consistent with its commercial goals and at a competitive cost compared to its competitors.  

 

The Risk department monitors the Metrics on daily basis and reports to the Board any breaches on a monthly basis. 

SGIL will always hold liquid assets to ensure compliance with Overall Liquidity Adequacy Rule (OLAR). Given 

the short-term nature of SGIL’s execution only prime brokerage and agency transactions, the Company considers 

this appropriate due to its belief that holding liquidity resources sufficient to survive in excess of 35 days would 

provide enough time to either outlast a stress event and / or take mitigating actions to address its impacts. 

 

In addition to the compliance with the internal stress requirement, SGIL comply with the Individual Liquidity 

Guidance communicated by the FCA on the daily basis. 

 

Maturity analysis of financial liabilities 

 

 

Less than  

1 year 

£'000 

 
1-5 years 

£'000 

 
Greater than 5 

years 

£'000 

 
Totals 

£000 

   
 

     
 
 

 
 

 
 

   
         

Subordinated debt   145,000  150,000  295,000 

Financial liabilities  2,906,063  118,136  296  3,024,495 

Trade and other payables  29,616,421  -  -  29,616,421 
        

At 31 December 2020 32,522,484  263,136  150,296  32,935,916 
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Less than  

1 year 

£'000 

 
1-5 years 

£'000 

 
Greater than 5 

years 

£'000 

 
Totals 

£000 

   
 

     

Subordinated debt                      -                145,000                  150,000                  295,000  

Financial liabilities          1,690,431                        -                              -                 1,690,431  

Trade and other payables        41,165,503                        -                              -               41,165,503  
 
 

 
 

     

At 31 December 2019       42,855,934              145,000                  150,000             43,150,934  

 

The amounts above represent the undiscounted contractual maturities of financial liabilities.  

Credit Risk  

Credit Risk (including concentration risk) is defined as the risk of losses arising from the inability of SGIL’s 

customers, issuers or other counterparties to meet their financial commitments.  

 

The largest risk exposures, for customers trading listed futures and options subject to Initial Margin Requirements 

(IMR), are regularly reviewed. These balances comprise 43% (2019: 54%) of the total credit and counterparty 

risk-weighted asset exposure. A further 21% (2019: 19%) consists of excess cash held overnight at banks, central 

clearing counterparties, and Intermediary Brokers (predominantly with other SG SA Group entities) for daily 

settlement. 

 

The Company uses the IMR as it is a standard market metric used for listed derivatives counterparties. The 

counterparty credit rating of customers subject to IMR as at 31 December 2020 is as follows: 

 

 2020 

 2019 

previously 

reported 

 
Impact of 

restatement 

 
2019 

restated (*) 

Moody’s/S&P or Fitch rating equivalent: % 
 

% 
 

% 
 

% 

Investment Grade 79%  65%  10%  75% 

Aa3/AA– and above 0%  5%  -5%  0% 

A1 to A3/A+ to A– 43%  35%  17%  52% 

Baa1 to Baa3/BBB+ to BBB– 36%  25%  -2%  23% 

Non - Investment Grade 21%  35%  -10%  25% 

Ba1 to Ba3/BB+ to BB– 16%  25%  -7%  18% 

B1 to B3/B+ to B– 5%  10%  -3%  7% 

 100%  100%  0%  100% 

 

 

Exposures are largely spread across counterparty types but concentrated on Investment grade counterparties. The 

Non-Investment grade counterparties mainly comes from the Hedge Funds. The proportion of Hedge Funds is 7% 

of all the counterparties in 2020 (2019: 28%). These counterparties are always classified as Non-Investment grade 

and treated as such in the credit monitoring process through the collateral policy. 

 

Exposures with counterparties are measured at the counterparty level against a set of limits defined and monitored 

by the Risk Department and trading is allowed only if limits have been validated. Counterparty credit limits are 

reviewed annually or more often if a specific event necessitates a reassessment. † 

 

 

 
† (*) Comparative figures have been restated due to an error made in 2019. The updated calculations now accurately capture amounts 

reported under FRS101. 
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Market Risk  

Although not considered one of the main risks for SGIL as mentioned in the section 9.5 of the strategic report, the 

Market Risk is the risk of a loss of value on financial instruments arising from changes in market parameters, the 

volatility of these parameters and correlations between them. These parameters include but are not limited to 

exchange rates, interest rates, and the price of securities (equity, bonds), commodities, derivatives and other assets. 

 

• The Company is mainly exposed to the US dollar and Euro currencies and a 1% change in Sterling against all 

foreign currency denominated monetary assets and liabilities at 31 December 2020 would decrease the Company’s 

profit before tax by £1,846k (2019: increase in profit before tax of £234k). 

• A 1% parallel change in the LIBOR interest rate (holding all other variables constant) at 31 December 2020 

would decrease the Company’s profit before tax by £4,286k (2019: decrease by £3,951k). 

• Both equity and commodity portfolios arise from fully hedged trading positions and therefore the Company 

faces minimal market risk exposures. 

 

IBOR transition 

Phase 1 amendments are relevant to the Entity because it applies hedge accounting to its Fixed Rate bonds by 

entering into an interest rate swap (fixed for floating), and in the current period modifications in response to the 

reform have been made to some (but not all) of the Entity’s derivative financial instruments that mature post 2021 

(the date by which the reform is expected to be implemented). 

 

Details of the derivative financial instruments affected by the interest rate benchmark reform together with a 

summary of the actions taken by the Entity to manage the risks relating to the reform and the accounting impact, 

including the impact on hedge accounting relationships, appear below. 

 

The amendments are relevant for the following types of hedging relationships and financial instruments of the 

Entity, all of which extend beyond 2021, the date by which the reform is expected to be implemented by: 

• Fair value hedges where IBOR-linked derivatives are designated as a fair value hedge of fixed rate debt in 

respect of the IBOR risk component (in EUR EONIA) 

 

Hedge accounting relationships will continue despite the following: 

• For IBOR fair value hedges, the benchmark interest rate component may not be separately identifiable 

 

The Entity will not discontinue hedge accounting should the retrospective assessment of hedge effectiveness for a 

hedging relationship that is subject to the interest rate benchmark reform fall outside the 80-125 per cent range. 

No individual hedging relationship fell outside this band for the current period. For those hedging relationships 

that are not subject to the interest rate benchmark reform the entity continues to cease hedge accounting if 

retrospective effectiveness is outside the 80-125 per cent range. 

 

The Entity uses an interest rate swap to hedge the interest rate risk it has on its Liquid Asset Buffer portfolio. 

These derivatives will be transitioned to an alternative benchmark rate under International Swaps and Derivatives 

Association (ISDA) protocol and therefore no amendments have yet been made to the derivative, however, 

conversations with the counterparty have taken place. 

 

Summary of transition 

 

Below are details of the hedging instruments and the related hedged items that have been or will be subject to 

transition to alternative benchmark interest rates, by hedge type. The terms of the hedged items listed match those 

of the corresponding hedging instruments. 
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Instrument type 
Maturing 

in 

Nominal in 

Currency  

(m) 

Total 

Nominal 

(£m) 

Hedged Item 

Transition 

progress 

for 

derivatives 

Pay EUR fixed interest rate swaps, receive 

EONIA + Spread  
2029 28 25.01 

Fixed rate Supranational 

Sovereign and Agency (SSA) 

debt securities held in the 

liquidity portfolio of the same 

maturity and nominal of the 

swap 

To 

transition 

derivatives 

via ISDA 

protocol 

Pay EUR fixed interest rate swaps, receive 

EONIA +Spread  
2030 50 44.66 

Fixed rate SSA debt securities 

held in the liquidity portfolio 

of the same maturity and 

nominal of the swap 

To 

transition 

derivatives 

via ISDA 

protocol 

  

 

As stated in Note 1 the Entity will continue to apply the Phase 1 amendments to IAS 39 until the uncertainty 

arising from the interest rate benchmark reform with respect to the timing and the amount of the underlying cash 

flows that the Entity is exposed to ends. 

 

The Company has decided not to early adopt Phase 2 amendments to IFRS 9, IAS 39 and IFRS 7  

The Entity expects this uncertainty will continue until the Entity’s contracts that reference IBORs are amended to 

specify the date on which the interest rate benchmark will be replaced, and the basis for the cash flows of the 

alternative benchmark rate are determined including any fixed spread 

Capital Management 

The FCA stipulates the minimum level of regulatory capital to be maintained by the Company and it is the 

responsibility of the Company’s Board of Directors to ensure the Company maintains sufficient capitalisation.  

 

In order to comply with the Capital Requirements Regulation (CRR) and Capital Requirements Directive (CRD), 

which together comprise CRD IV and the FCA’s IFPRU handbook which all came into force from 1 January 2014, 

the Company has prepared a Pillar 3 Disclosure Document. A copy of this document can be obtained from the 

Company Secretary, One Bank Street, London, E14 4SG or online at https://sgildisclosure.societegenerale. 

com/en/useful-information/crd/ 

 

Through close monitoring, Senior Management ensure that SGIL has adequate financial resources to meet its 

liabilities as they fall due, and that the level of capital is appropriate with respect to the risks. A Capital 

Contingency Plan (CaCP) has a primary focus of maintaining absolute levels of capital to protect SGIL, its 

customers and its reputation and ensure adherence to minimum Regulatory limits.  

 

 

     2020  2019 

     £'000  £'000 

Tier 1 capital:          

- Share capital     1,150,000  1,150,000 

- Profit and loss reserves     308,922  322,793 

- Intangible assets     (237)  (237) 

Tier 2 capital:          

- Subordinated debt     295,000  295,000 

          

Total capital resources     1,753,685  1,767,556 
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Fair value measurement of financial assets: 

 

The following table allocates financial assets measured at fair value to the three levels of the fair value hierarchy 

described in Note 1 (page 32): 

  

 

Level 1 

£'000  

 
Level 2 

£'000  

 
Level 3 

£'000  

 
Totals 

£'000  

 
        

Investments at FVTOCI 833,358  -  -  833,358 

        

Financial assets at FVTPL:        

Shares and other equity 

instruments 
-  -  -  - 

Derivative instruments:        

 - Interest rate derivatives -  63,380  -  63,380 

 - Foreign exchange 

derivatives 
-  2,686,496  -  2,686,496 

 - Equity and index 

derivatives 
-  260,063  -  260,063 

 - Commodity derivatives -    -  - 

Investment in joint venture -  -  69,600  69,600 

Equity investment 
    2,623  2,623 

        

At 31 December 2020 833,358  3,009,939  72,223  3,915,520 

        
        

         

 

Level 1 

£'000  

 
Level 2 

£'000  

 
Level 3 

£'000  

 
Totals 

£'000  

 
        

Investments at FVTOCI 1,123,429  -  -  1,123,429 

        

Financial assets at FVTPL:        

Shares and other equity 

instruments 
-  -  -  - 

Derivative instruments:        

 - Interest rate derivatives -  13,121  -  13,121 

 - Foreign exchange 

derivatives 
-  1,589,919  -  1,589,919 

 - Equity and index 

derivatives 
-  80,755  -  80,755 

 - Commodity derivatives -  -  -  - 

Investment in joint venture -  -  62,941  62,941 

Equity investment 
    2,366  2,366 
        

At 31 December 2019 1,123,429  1,683,795  65,307  2,872,531 
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 Movements in Level 3 financial assets during the year: 

 

Fair value measurements categorised within Level 3 of the fair value hierarchy are the fair value of Altura 

investment based on its net book value and LME and SWIFT shares for which the fair value is based on the latest 

available transactions. The fair value of these investments is sensitive to the changes in the net book value of 

Altura, as well as on whether there are recent transactions in the market for LME and SWIFT shares. Therefore, 

any changes to these inputs will result in higher or lower fair value measurement than initially recognised.   

 

 

Financial 

assets  

at FVTPL  

£'000 

 

Financial 

Assets at 

FVTOCI 

£'000 

 Totals  

£'000 

  
     

At 1 January 2020 65,307  -  65,307 
      

Additions -  -  - 

Disposals -  -  - 

Revaluations 6,916  -  6,916 
      

At 31 December 2020 72,223  -  72,223 

   

 Fair value measurement of financial liabilities: 

 

The following table allocates financial liabilities measured at fair value to the three levels of the fair value 

hierarchy described in Note 1 (page 32): 

 

 

Level 1  

£'000 
 Level 2  

£'000 
 Level 3  

£'000 
 Totals  

£'000 

Financial liabilities at FVTPL:         

Shares and other equity 

instruments sold short 
-  -  -  - 

        

Derivative instruments: 
       

 - Interest rate derivatives -  72,068  -  72,068 

 - Foreign exchange derivatives -  2,691,673  -  2,691,673 

 - Equity and index derivatives -  260,753  -  260,753 

 - Commodity derivatives -    -  - 
        

At 31 December 2020 -  3,024,494  -  3,024,494 
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Level 1  

£'000 
 Level 2  

£'000 
 Level 3  

£'000 
 Totals  

£'000 

Financial liabilities at FVTPL:         

Shares and other equity 

instruments sold short 
-  -  -  - 

        

Derivative instruments: 
       

 - Interest rate derivatives -  14,906  -  14,906 

 - Foreign exchange derivatives -  1,594,278  -  1,594,278 

 - Equity and index derivatives -  81,247  -  81,247 

 - Commodity derivatives -  -  -  - 
        

At 31 December 2019 -  1,690,431  -  1,690,431 

 

Changes in value of financial instruments at fair value 

Changes in fair value recognised in the profit and loss account arising financial assets and liabilities held at fair 

value (including derivative assets and liabilities – Note 10 and Note 12) are included in Net gains and losses on 

financial instruments presented in Note 2. 

Changes in fair value recognised in other reserve in respect of financial instruments classified at FVTOCI are 

presented in Other Comprehensive Income (page 29). Subsequent gains or losses arising on FVTOCI realised 

during the year and recycled in Net gains and losses on financial instruments presented in Note 2. 

Offsetting financial assets and liabilities: 

The following table provides an analysis of the amounts that have been offset in the balance sheet: 

 

 

Gross amounts 

£'000 

 
Amounts 

offset  

£'000 

 
Net amounts on 

Balance Sheet  

£'000 

 
Amount not 

offset but 

subject to  

enforceable 

master netting 

agreement  

£'000 

 
        

Financial assets at fair 

value 
28,993,645  (25,078,126)  3,915,519  (1,566,604) 

Trade and other 

receivables 
40,724,092  (18,974,394)  21,749,698  (2,880,420) 

Cash and cash equivalents 8,759,915  -  8,759,915  - 

 
       

Financial Assets at 

31 December 2020 
78,477,652  (44,052,520)  34,425,132  (4,447,024) 

 
       

 
       

Subordinated debt 295,000  -  295,000  - 

Financial liabilities at fair 

value 
28,102,621  (25,078,126)  3,024,495  (1,566,604) 

Trade and other payables 48,590,815  (18,974,394)  29,616,421  (2,880,420) 

 
       

Financial Liabilities at 

31 December 2020 
76,988,436  (44,052,520)  32,935,916  (4,447,024) 
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Gross amounts 

£'000 

 
Amounts 

offset  

£'000 

 
Net amounts on 

Balance  

Sheet  

£'000 

 
Amount not 

offset but 

subject to  

enforceable 

master netting 

agreement  

£'000 

         

 
        

Financial assets at fair 

value 
16,852,072  (13,979,541)  2,872,531  (948,981) 

Trade and other 

receivables 
74,776,453  (41,125,383)  33,651,070  (12,605,252) 

Cash and cash 

equivalents 
7,774,014  -  7,774,014  - 

 
       

Financial Assets at 

31 December 2019 
99,402,539  (55,104,924)  44,297,615  (13,554,233) 

        

Subordinated debt 295,000  -  295,000  - 

Financial liabilities at 

fair value 
15,669,971  (13,979,541)  1,690,430  (948,981) 

Trade and other payables 82,290,887  (41,125,383)  41,165,504  (12,605,252) 
        

Financial Liabilities at 

31 December 2019 
98,255,858  (55,104,924)  43,150,934  (13,554,233) 

 

 

NOTE 20 : RELATED PARTY TRANSACTIONS 

Related Parties 

The Company acts as clearing agent on behalf of the following Group companies: 

 

• Altura Markets. Sociedad De Valores, S.A.  

• SG Americas Securities Llc  

• SG Kleinwort Hambros Bank Limited 

• SG Securities (Singapore) Pte. Ltd. 

• SG Securities Korea, Ltd 

• Société Générale - Paris 

• Societe Generale Securities Japan Limited 

• Societe Generale Capital Canada Inc  

• Societe Generale Private Banking (Suisse) S.A. 

• Societe Generale Securities Australia PTY LTD  

• SG Securities Asia International Holdings Limited 

• SG Seoul 

 

All trading transactions with related parties are subject to standard commercial terms and conditions. 

 

 

 

 

 

Retrocession of net income, recharges of expenses, and other transfer pricing arrangements are in place with the 

following Group companies: 

 

• Societe Generale Securities Asia International Holding Ltd (Hong-Kong) 
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• Societe Generale Securities Australia PTY LTD  

• Societe Generale Capital Canada Inc  

• Societe Generale Securities Japan Limited 

• SG Securities (Singapore) Pte. Ltd. 

• Societe Generale Global Solution Centre Private 

• SG Securities Korea Co. Ltd 

• SG Americas Securities. Llc 

• SG Americas Securities Holdings. Llc 

• Societe Generale Dubai 

• SG Zurich 

• SG Singapour 

• Societe Generale New York 

• SG Londres  

• Société Générale – Paris 

• Societe Generale European Business Services S.A. 

 

 

All related parties are 100% owned subsidiaries of SG SA with the exception Altura Markets S.V. which is a 50% 

joint venture between the Company and Banco Bilbao Vizcaya Argentaria S.A.  

 

The following amounts were outstanding with non-100% owned related parties at the balance sheet date. 

The amounts outstanding are unsecured and have no fixed date of repayment, settlement occurs in cash. Interest is accrued 

for on the outstanding amounts.  

 
 Trade and other receivables  Trade and other payables 

 2020     

£'000 
 2019     

£'000 
 2020   

£'000 
 2019  

 £'000 
          

Altura Markets, S.V. 5,959  20,792  233  156 

Total 5,959  20,792  233  156 

 

During the year, the Company entered into the following trading transactions with non-100% owned related 

parties: 

 
 Trade income  Trade expenses 

 2020   

£'000 
 2019  2020   

£'000 
 2019   

£'000 £'000 

          

Altura Markets, S.V.  -  7,195  338  8,846 

Total  -  7,195  338  8,846 

 

During 2020 SGIL received dividends from Altura Markets in amount of €1,807k (equivalent of £1,639k).  

 

 

 

 

 

 

NOTE 21 : PARENT COMPANY AND ULTIMATE CONTROLLING PARTY 

The Company’s immediate and ultimate holding company and the controlling party of the smallest and largest 

group for which group accounts are prepared is SG SA, which is incorporated in France. Copies of the group 

accounts of SG SA are available from the registered office at 29, Boulevard Haussmann, 75009 Paris, France. 
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NOTE 22 : POST BALANCE-SHEET EVENTS 

As part of SGIL’s 2019 business strategy, certain non-core activities are being moved from SGIL to SG SA 

(Dynamic Portfolio Swap, FX Prime Brokerage activity and OTC transactions). This is expected to be fully 

completed by 2021 with the objective to start in 2021 the deregistration of SGIL as Swap Dealer under the CFTC. 

 

On the 31 March 2021, following SGIL Board of Directors approval, SGIL repaid £145m of subordinated debt. 

 

In respect of the 2020 financial year, the Board have recommended the payment of a final dividend on the ordinary 

shares of £79.6m (2019: £101.2m). 

 




