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In this section

UK Corporate Governance Code 2014 (“the Code”) – statement of compliance
The Board is committed to the highest 
standards of corporate governance. 
Prior to the IPO in March 2015, the 
Group was not required to follow the 
Code although it did take account 
of its principles. The Board confirms 

that from the IPO to the date of this 
report the Group has complied with 
the requirements of the Code, which 
sets out principles relating to the good 
governance of companies. 

The Code is available at www.frc.org.uk

This corporate governance report 
describes how the Board has applied the 
principles of the Code and provides a 
clear and comprehensive description of 
the Group’s governance arrangements. 
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Corporate governance

Chairman’s introduction

Dear Shareholder
On behalf of the Board, I am pleased 
to introduce our report on corporate 
governance. We have taken into account 
the main principles in the Code in relation 
to Board leadership and effectiveness, 
accountability, relations with shareholders 
and remuneration. In this report we 
describe our corporate governance 
arrangements in each of these areas 
along with the work which the Board 
and its Committees have undertaken. 
Whilst we are required to make various 
compliance statements we have tried 
to avoid describing these only in 
formal terms.

The Board believes that a robust 
governance framework is integral to the 
delivery of the Group’s strategic and 
financial objectives within its risk appetite. 
Strengthening our corporate governance 
arrangements was a key area of focus 
prior to listing. Our Committees have 
played a critical role in supporting the 
Board in implementing and embedding 
the policies and processes that are 
commensurate with operating in a listed 
and regulated banking environment, and 
I have set out some key highlights later in 
this letter. 

During 2014 the Board was enlarged 
ahead of the IPO and on 29 June 2015 we 
welcomed Robert Sharpe to the Board. 
Robert has significant retail banking 
experience, particularly in mortgages, 
and has further broadened the collective 
experience on the Board. As reported last 
year, John Callender stepped down from 
the Board on 27 February 2015, having 
served as an Independent Non-Executive 
Director since the Group was established. 

I would like to thank John for all his hard 
work and the invaluable contribution he 
made during his tenure. 

Following this period of change, I am 
delighted that we have established 
a strong and well-functioning Board. 
The Executive Directors manage the 
business day-to-day, within the strategic 
direction of the Group shaped by the 
challenge provided by the Non-Executive 
Directors. Discussions are open and 
constructive, and the Directors have a 
healthy respect for each other’s views. 
I meet regularly with the CEO which 
provides an opportunity for ongoing 
dialogue about the business and efficient 
running of the Board. Information about 
Board meeting processes and how we 
spent our time in 2015 is set out on pages 
52 and 53. 

The Board strongly supports the principle 
of boardroom diversity, of which gender 
is one important aspect. However, we do 
not recommend including a measurable 
target for gender representation on 
the Board. All Board appointments 
are subject to a formal, rigorous and 
transparent procedure and are made on 
merit against a defined job specification 
and criteria, and this was formalised into a 
Diversity Policy which we adopted in 2015. 

During the year we conducted an 
internal evaluation of the effectiveness 
of the Board and I am pleased to 
report that overall the results were very 
positive. Further information about the 
evaluation is set out on pages 56 and 57, 
including agreed priorities which will be 
monitored over 2016 to further enhance 
effectiveness. An update on progress 
against these actions will be provided in 
the 2016 Annual Report and Accounts. 

The Board recognises that an effective 
risk management culture and framework 
is fundamental to the Group’s 
sustainability. Therefore, in 2014 we 
decided to split the combined Audit 
and Risk Committee into separate 
Board Committees. This has allowed the 
Risk Committee to increase the focus 
on enhancing our Risk Management 
Framework and ensuring that risk 

is managed effectively across the 
Group. The promotion of a culture of risk 
awareness is integral to ensuring that our 
strategic objectives are delivered in the 
right way. The Board is very conscious of 
its responsibility to set this “tone from the 
top” consistent with running a prudent 
banking business.

Ahead of our listing, the Remuneration 
Committee spent a significant amount 
of time on developing a Directors’ 
Remuneration Policy that both aligned 
remuneration with the long-term strategy 
of the Group and changing regulatory 
requirements, and that balanced our 
need to attract and retain the high-calibre 
individuals that can deliver our strategy 
with remuneration that is not excessive. 
The Board strongly endorses these 
principles, which reflect our approach 
to remuneration across the Group as 
a whole. 

The Board is committed to maintaining 
and developing further the high 
standards of governance that we have 
already established, and this will be an 
area of continued focus in 2016. We will 
hold our first AGM as a listed company 
on 17 May 2016. I will be joined by all 
my fellow Directors. We look forward to 
meeting you on the day and answering 
any questions you may have. 

Glyn Jones
Chairman
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Phillip Monks
Chief Executive Officer

Appointed: 
May 2009

Relevant skills, strengths and experience:
Phillip was part of the team which founded 
Aldermore in 2009. He has over 30 years of 
industry experience, which includes establishing 
and serving as CEO of Europe Arab Bank PLC 
and holding various senior roles within Barclays 
PLC, including CEO of Gerrard Investment 
Management Limited, Managing Director of 
Barclays Corporate Banking in London, the 
Midlands and South East, and Head of Barclays 
Private Bank in Geneva.

Current external appointments:
• Member of the FCA Smaller Business 

Practitioner Panel

James Mack
Chief Financial Officer

Appointed: 
September 20131

Relevant skills, strengths and experience:
James brings significant financial experience 
to the Board, having spent six years at Skipton 
Building Society in capital markets, finance and 
audit, where he was instrumental in leading 
the merger with Scarborough Building Society. 
James began his career with KPMG where he 
spent 11 years in the firm’s financial services audit 
practice and he has also been Acting CFO of the 
Co-operative Banking Group Limited.

Current external appointments:
None

Glyn Jones
Chairman

Appointed: 
March 2014

Board Committee membership:

C*
 R

Relevant skills, strengths and experience:
Glyn has previously undertaken a number of 
senior roles within the financial services industry 
and has significant leadership experience 
as former CEO of Thames River Capital LLP, 
Gartmore Investment Management PLC and 
Coutts Group, where he was responsible for 
strategic leadership, business performance and 
risk management. In addition, Glyn has extensive 
Board experience and governance knowledge, 
having served as Senior Independent Director of 
Direct Line Insurance Group PLC and Chairman 
of Towry Holdings Limited and Hermes Fund 
Managers Limited.

Current external appointments:
• Chairman of NY-listed Aspen Insurance 

Holdings Limited

Danuta Gray
Senior Independent  
Director

Appointed: 
September 2014

Board Committee membership:

C  R

Relevant skills, strengths and experience:
Danuta brings significant leadership experience 
to the Board, having spent nine years as CEO 
of Telefónica O2 in Ireland. Her career in 
telecommunications spans 26 years, during 
which time she held numerous senior roles at BT 
Group PLC, gaining experience in marketing, 
customer service, communications, technology 
and sales, and leading and implementing 
change. She has also served as a Non-Executive 
Director of Irish Life & Permanent PLC and Aer 
Lingus PLC.

Current external appointments:
• Non-Executive Director and Chairman of the 

Remuneration Committee of Old Mutual PLC

• Non-Executive Director of Michael Page 
International PLC

• Non-Executive Director of Paddy Power PLC

• Member of the Defence Board of the Ministry 
of Defence

Neil Cochrane
Non-Executive  
Director

Appointed: 
September 2014

Board Committee membership: 
None2

Relevant skills, strengths and experience:
Neil brings eight years’ strategic financial 
services experience to the Board. He began 
his career as a consultant at Oliver Wyman’s 
financial services practice, where he was 
involved in a broad range of projects for 
banking and insurance clients within the UK, 
Europe and the US, including new business 
launches, strategy development, M&A and 
risk management. In 2010, he joined AnaCap 
Financial Partners LLP’s Business Services team 
which saw him take responsibility for day-to-day 
interaction with the senior management of the 
business’ portfolio companies on strategic and 
operational development.

Current external appointments:
• Investment Professional at AnaCap Financial 

Partners LLP

Peter Cartwright
Non-Executive  
Director

Appointed: 
December 2008

Board Committee membership:

C  R

Relevant skills, strengths and experience:
Peter has extensive experience in the financial 
services sector. His previous executive roles 
include Commercial Director within a speciality 
insurance services provider backed by a UK-
based private equity firm, Sales & Marketing 
Director and Operations Director of GMAC UK 
PLC and Operations Director of On:line Finance 
Limited. Peter is currently Co-Managing Partner 
and Head of Business Services at AnaCap 
Financial Partners LLP, where he has personally 
led the transformation and development of each 
of AnaCap’s portfolio investments to date. 

Current external appointments:
• Co-Managing Partner and Head of Business 

Services at AnaCap Financial Partners LLP

• Holds various Non-Executive and Supervisory 
Board roles within banks and financial 
services companies across Europe, including 
AssurOne Group SA, Brightside Group 
Limited and Equa Bank a.s.

2 Alternate to Peter Cartwright on C  R  .

Board of Directors

1 Appointed as a Director of Aldermore Bank PLC in 
June 2013.
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John Hitchins
Independent  
Non-Executive Director

Appointed: 
May 2014

Board Committee membership:

A*
 R

Relevant skills, strengths and experience:
John has extensive financial and audit 
experience having previously been a senior 
banking partner at PwC, specialising in bank 
auditing and advisory services for clients 
including Lloyds Banking Group PLC, the Bank 
of England, Bank of Ireland (UK) PLC, Barclays 
PLC and JP Morgan Chase. From 2001 to 2010, 
John was PwC’s banking industry leader and 
from 2010 until his retirement led the PwC 
network’s global IFRS technical group. John has 
also carried out a wide variety of advisory work 
for other banks and on behalf of the regulators 
covering corporate governance, high-level 
controls and other regulatory issues.

Current external appointments:
• Trustee and member of the Governing 

Council of the Centre for the Study of 
Financial Innovation, a not-for-profit  
City-based think tank

Chris Stamper 
Independent  
Non-Executive Director

Appointed: 
February 20143

Board Committee membership:

A  R

Relevant skills, strengths and experience:
Chris has 35 years’ experience in the asset 
finance arena, most recently as Director 
and CEO of ING Lease (UK) Limited. He is a 
founding Governor of the Leasing Foundation 
and was Director of the Finance and Leasing 
Association and a former Chairman of their 
Asset Finance Division. Prior to this, Chris held 
senior management roles at Abbey National 
PLC, where he was responsible for five business 
units focused on the SME market, and was the 
Managing Director of Lombard Sales Finance 
where he spent 21 years.

Current external appointments:
None

Peter Shaw
Independent  
Non-Executive Director

Appointed: 
September 2014

Board Committee membership:

A  C  R  R*

Relevant skills, strengths and experience:
Peter brings over 30 years’ financial services 
experience having spent most of his career at 
The Royal Bank of Scotland PLC and National 
Westminster Bank PLC where he worked across 
a number of business areas including retail, 
SME, private banking, corporate banking, 
HR and risk. Peter spent many years in senior 
risk management roles including COO of the 
risk function at Group Head Office in the UK 
and CRO for various group businesses within 
RBS NatWest. In addition, Peter served as 
Interim CRO at the Co-operative Banking 
Group Limited.

Current external appointments:
• Non-Executive Director and Chairman of the 

Risk Committee of Bank of Ireland (UK) PLC

Robert Sharpe
Independent  
Non-Executive Director

Appointed: 
June 2015

Board Committee membership:

A  R

Relevant skills, strengths and experience:
Robert has over 35 years’ experience in the 
banking sector, with a strong focus on mortgage 
lending. His previous executive roles include 
Group Operations Director and then CEO of 
Portman Building Society, where he led the merger 
with Nationwide Building Society, and CEO, 
Mortgages at Bank of Ireland (UK) PLC. In 2008, he 
joined West Bromwich Building Society as CEO 
to chart and implement its rescue plan. Robert is 
a seasoned Non-Executive Director with previous 
appointments including United Arab Bank PJSC, 
National Bank of Oman SAOG and George 
Wimpey PLC.

Current external appointments:
• Chairman of Al Rayan Bank PLC 

• Executive Chairman of Stonehaven UK Limited

• Chairman of Honeycomb Investment 
Trust PLC

Cathy Turner 
Independent  
Non-Executive Director

Appointed: 
May 2014

Board Committee membership:

C  R*

Relevant skills, strengths and experience:
Cathy has held a number of senior roles 
within the banking sector during her career, 
including Chief Administrative Officer at Lloyds 
Banking Group PLC and Group HR Director 
at Barclays PLC, where she was responsible 
for HR, strategy, corporate affairs, brand and 
marketing. During her time with Barclays PLC she 
was also Director of Investor Relations for four 
years. Prior to this, Cathy worked in consultancy 
with Deloitte & Touche LLP, Ernst & Young LLP 
and Watson Wyatt Worldwide, Inc managing 
client relationships with a particular focus on 
compensation and benefits.

Current external appointments:
• Non-Executive Director and Chairman 

of the Remuneration Committee of 
Countrywide PLC

• Honorary Fellow of UNICEF UK

• Associate of Manchester Square Partners

• Council member of the Royal College of Art

Rachel Spencer
Company Secretary 

Appointed: 
February 2015 

Relevant experience:
Rachel has over 25 years’ listed company 
experience. She was the Deputy Company 
Secretary at Invensys PLC from 1999 until 2014 
on the conclusion of its acquisition by Schneider 
Electric SA. She was previously with BTR PLC 
having joined as a trainee chartered secretary. 
She is a Fellow of the Institute of Chartered 
Secretaries and Administrators.

Responsibilities:
Rachel acts as secretary to the Board and its 
Committees and is accountable to the Board 
(through the Chairman) on all corporate 
governance matters.

Key:

A  Member of the Audit Committee

C   Member of the Corporate Governance 
and Nomination Committee

R   Member of the Remuneration Committee

R  Member of the Risk Committee

  *  Denotes Committee Chairman

3 Appointed as a Director of Aldermore Bank PLC in May 2013.
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Executive Committee

Steve Barry1

Chief Risk Officer 

Joined the Group:
August 2009

Relevant skills, strengths and experience:
Steve has over 20 years’ financial services 
experience, with a strong focus on risk 
management and finance, having held roles 
including Finance and Risk Director at Beacon 
Homeloans Limited, Partner for Risk & Liability 
Management at AnaCap Financial Partners 
LLP, and CFO and Head of Risk for London 
Mortgage Company.

Responsibilities:
Steve is responsible for the overall management 
of credit, operational and treasury risk and the 
Compliance function for the Group.

Ali Humphries2

Group HR Director 

 
Joined the Group:
July 2010

Relevant skills, strengths and experience:
Ali has over 20 years’ experience within HR, 
having held HR Director roles with both 
HBOS PLC and Nationwide Building Society 
and spending 11 years in Organisational 
Development with Zurich Financial Services. 
Ali also ran her own consulting business, 
providing interim and project management 
services to blue-chip companies.

Responsibilities:
Ali is responsible for all aspects of the 
Group’s people agenda including reward, 
performance management, recruitment and HR 
Shared Services.

Vicki Harris
Group Strategy and  
Marketing Director 

Joined the Group:
June 2014

Relevant skills, strengths and experience:
Vicki brings a wealth of business strategy 
experience, having previously held senior roles 
with McKinsey & Company and GE Capital, 
where she was responsible for the successful 
launch of the European arm of GE Healthcare 
Financial Services and also held senior roles in 
GE’s private equity arm. She formerly worked 
for the Rank Organisation with responsibility 
for M&A and business development. Prior to 
joining the Group she was the COO of Octopus 
Investments Limited, a fast growing UK retail 
fund manager, where she was responsible for 
scaling the company’s operations and customer 
engagement model.

Responsibilities:
Vicki is responsible for leading the Group’s 
strategy team and developing strategic 
propositions, as well as identifying and 
establishing commercial initiatives. She is  
also responsible for Group Marketing.

Carl D’Ammassa
Group Managing Director  
– Business Finance

Joined the Group:
October 2013

Relevant skills, strengths and experience:
Carl has spent a number of years in the asset 
finance industry. Having started his financial 
services career at GE Capital, he held various 
financial, operational and general management 
positions in GE’s Equipment Finance, 
Equipment Services and Restructuring divisions, 
including the post of CEO of the vehicle 
rental, plant hire and key leasing businesses. 
Prior to joining Aldermore he was the Managing 
Director of Hitachi Capital Business Finance. 
Throughout his career, Carl has gained 
experience in challenging turnaround and 
transformational situations leading significant 
sales, operational and process improvements.

Responsibilities:
Carl is responsible for the management of the 
Group’s lending activity through the Business 
Finance Division, which comprises the Asset 
Finance and Invoice Finance business lines.

Charles Haresnape
Group Managing Director  
– Mortgages

Joined the Group:
January 2011

Relevant skills, strengths and experience:
Charles has a deep knowledge of the 
mortgages industry, having worked for a 
number of household names in the banking 
and building society sectors, including 
Nationwide Building Society and HBOS PLC. 
Charles was Senior Executive, Mortgage Sales 
and Acquisitions at Nationwide and Managing 
Director, Intermediary Mortgages at HBOS. 
In addition, he has previously held roles within 
the RBS Group where he was responsible for 
intermediary mortgage lending, and NatWest’s 
branch mortgage sales force. Prior to joining 
Aldermore, Charles was Group Mortgage 
Services Director at Connells Limited, one of the 
UK’s largest estate agency groups.

Responsibilities:
Charles is responsible for the management 
of the Mortgages Division, which comprises 
Residential Mortgages, Commercial Mortgages 
and Buy-to-Let business lines.

Paul Myers
Chief Operating Officer

 
Joined the Group:
May 2009

Relevant skills, strengths and experience:
Paul has extensive experience of managing 
operations within the banking sector, having 
spent over 20 years in various roles within 
Barclays PLC, including COO of Business 
Banking, demonstrating a strong track record of 
customer service and efficiency improvements. 
He held a number of other executive positions 
in marketing and e-commerce at Barclays, 
along with responsibility for the performance 
of Barclays Retail Savings products. Prior to 
joining the Group, Paul undertook a number of 
independent consulting assignments with blue-
chip financial services companies.

Responsibilities:
Paul is responsible for the Group’s infrastructure 
and change agenda which includes IT, operating 
models and efficiency, management information 
systems, sourcing and property. In addition, he is 
responsible for the overall business performance 
in the Savings Division.

Phillip Monks, Chief Executive Officer, and James Mack, Chief 
Financial Officer, are both members of the Group’s Executive 
Committee. Their biographies can be found on page 46.

1 Steve is leaving the Group in 2016. A successor to Steve 
has been identified and, subject to regulatory approval, 
will join the Group as the new CRO.

2 Ali is leaving the Group in 2016. A search is underway for 
her replacement.
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Corporate governance

Corporate governance structure

Board Committees

Aldermore Group PLC Board

Aldermore Bank PLC Board

Executive Committees

Audit  
Committee

CEO

Executive Risk  
Committee 

Executive  
Committee 

Aldermore Bank PLC (“the Bank”)
The Bank is a wholly owned operating subsidiary of the Company and it transacts the Group’s banking business. It is authorised 
by the PRA and regulated by the FCA and the PRA. The Board of the Bank mirrors that of the Company and comprises the same 
Directors. The Bank Board holds separate board meetings immediately following the meetings of the Company’s Board. 

Governance structure effective from IPO 

Corporate Governance 
and Nomination 

Committee

Remuneration 
Committee

Risk 
Committee

Board and Committee structure
The Board has delegated a number of 
its responsibilities to Board Committees, 
which utilise the expertise and experience 
of their members to examine subjects in 
detail and make recommendations to the 
Board where required. This delegation 
allows the Board to focus more of its time 
on strategic and other broader matters. 
The chairs of the Board Committees 
provide the Board with a verbal update 
on matters discussed at each meeting, 
and Board Committee minutes are made 
available to the whole Board through a 
secure online system.

In addition to the Board Committees 
noted on the diagram below, the 
Board has established two further 
standing committees:

• The General Purpose Committee, 
comprising the two Executive Directors, 
for the purpose of approving routine 
business matters such as powers of 
attorney, changes to bank mandates 
and the execution of agreements 
which have already been approved in 
principle by the Board

• The Disclosure Committee, comprising 
the two Executive Directors and the 
General Counsel, for the purpose 
of maintaining procedures, systems 
and controls for the identification 
and disclosure of market and price 
sensitive information

Both Committees have written terms of 
reference which set out their authority, 
and the minutes of all meetings of these 
Committees are included in Board 
meeting packs for information.

Responsibility for the day-to-day 
management of the Group is delegated 
to the CEO, who has established a 
structure of two executive committees, 
supported by a number of sub-
committees, which oversee the execution 
of the strategy agreed by the Board, 
and performance and risk issues. 
The executive committees and their sub-
committees each have their own terms 
of reference.
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Boardroom culture
and dynamic

Open and
transparent debate 

Clear understanding
of the role of the Board

Well-organised
meetings 

High ethical
standards No “no-go”

areas

Common 
vision

No dominant
personalities

Diversity of
Board membership 

Phillip  
Monks
Chief  
Executive  
Officer

Cathy  
Turner
Independent 
Non-Executive  
Director

James  
Mack
Chief Financial  
Officer

Chris  
Stamper
Independent 
Non-Executive  
Director

Danuta  
Gray
Senior  
Independent  
Director

Peter  
Shaw
Independent 
Non-Executive  
Director

Peter  
Cartwright
Non-Executive  
Director

Robert  
Sharpe
Independent 
Non-Executive  
Director

Neil  
Cochrane
Non-Executive  
Director

Glyn  
Jones
Chairman

John  
Hitchins
Independent 
Non-Executive  
Director

a

b

Non-Executive Director tenure 
(as at 9 March 2016)

  
 

  
    

  

c

da

b

c

d

Board structure 

  
 

  
    

  

a Chairman 9.1%

b  Executive 
 Directors 18.2%
c  Independent 
 Non-Executive 
 Directors 54.5%

d  Non-Executive 
 Directors 18.2%

a

b

Gender split of Directors 

  
 

  
    

  

a Female 18%

b Male 82%

a 0–1 year 12.5%

b 1–2 years 62.5%

c 2–3 years 12.5%

d 4–7 years 12.5%

The Board – roles and processes

The Board
The Board is collectively responsible 
to shareholders for promoting the 
long-term success of the Group by 
directing and supervising the Group’s 
affairs to create sustainable shareholder 
value. In setting the Group’s strategy 
and related risk appetite, it also takes 
account of its obligations to other 
stakeholders including employees, 
suppliers and the community in which 
it operates, as well as the regulatory 
obligations of the Bank, its principal 
banking subsidiary, and to the 
Bank’s depositors.

The Chairman leads the Board in its 
role to provide executive management 
with entrepreneurial direction, whilst 
the day-to-day management of the 
Group and operational matters are 
delegated to the CEO. The separation 
of duties between the Chairman and 
CEO is formally documented. The CEO 
is supported by his senior management 
team (the “Executive Committee”). 
Further information about the role and 
responsibilities of each Board member 
can be found on the next page.

The Board’s duties are set out in a formal 
schedule of matters reserved for its 
decision, as summarised on page 52. 
This schedule is reviewed annually and 
is available at www.investors.aldermore.
co.uk 

The Group’s Corporate Governance 
Policy Framework, which is reviewed 
annually by the Board, sets out in detail 
the way the Group is governed.
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Chairman • Leads the Board and ensures its effectiveness in all areas

• Sets the Board’s agenda, with support from the CEO and the Company Secretary

• Promotes the highest standards of corporate governance throughout the Group

• Facilitates the effective contribution of Non-Executive Directors and a constructive 
relationship between Executive Directors and Non-Executive Directors

• Ensures that the Directors receive timely and relevant information to support 
sound decision-making

• Responsible for induction, training and development of Directors

• Leads the development of the Group’s culture

• Ensures effective communication with shareholders

Chief Executive  
Officer

• Responsible for the day-to-day management of the Group within the delegated 
authority and risk appetite approved by the Board

• Recommends the Group’s strategy and leads the executive management team in 
the execution of the strategy approved by the Board

• Ensures the Group’s culture is embedded in the business

• Leads the relationship with institutional shareholders and ensures that timely and 
accurate information is disclosed to the market as appropriate

Chief Financial  
Officer

• Manages the Group’s financial affairs and supports the CEO in the management 
of the business

• Specifically manages statutory, monthly performance and regulatory reporting; and 
balance sheet and liquidity management

Senior Independent  
Director

• Acts as a sounding board for other Non-Executive Directors and the Chairman

• Chairs the Corporate Governance and Nomination Committee when it is 
considering succession to the role of Chairman of the Board

• Conducts the Chairman’s annual performance evaluation, feeding in views from 
the Non-Executive Directors

• Attends meetings with major shareholders to understand their key issues and 
concerns, and is available to shareholders if they have concerns which contact 
through the normal channels has failed to resolve or is inappropriate

Non-Executive  
Directors1

• Provide independent and constructive challenge of the Executive Directors, 
including to help develop proposals on strategy

• Scrutinise the delivery of the strategy within the risk and control framework set 
by the Board

• Satisfy themselves on the integrity of financial reporting and the robustness of 
systems and controls

• Determine Executive Director remuneration

Company Secretary • Provides key support and acts as a first point of contact for the Chairman and 
Non-Executive Directors

• Facilitates effective information flows between the Board and its Committees, 
and between executive management and the Board

• Keeps the Board updated on developments in corporate governance

• Facilitates induction of new Non-Executive Directors and training

• Acts as Secretary to the Board and Board Committees

1 This includes two Non-Executive Directors proposed by the Principal Shareholders under the Relationship Agreement
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2015 Board and Committee attendance at scheduled meetings

Attendance Board
Audit  

Committee
Risk  

Committee
Remuneration 

Committee

Corporate 
Governance and 

Nomination 
Committee

Glyn Jones 13/13 – – 3/4 2/2
Phillip Monks 13/13 – – – –
James Mack 12/13 – – – –
John Callender1 3/3 2/2 – – –
Peter Cartwright 11/13 2/23 4 5/74 2/23 4 1/2
Neil Cochrane 11/13 – – – –
Danuta Gray 12/13 – – 4/4 2/2
John Hitchins 13/13 8/8 7/7 – –
Robert Sharpe2 5/5 4/4 3/4 – –
Peter Shaw 13/13 7/8 7/7 4/4 2/2
Chris Stamper 12/13 7/8 6/7 – –
Cathy Turner 12/13 – – 4/4 2/2

1 Stood down on 27 February 2015. 2 Appointed on 29 June 2015. 3 Ceased to be a member from IPO.
4 Includes meetings attended by Neil Cochrane in his capacity as alternate to Peter Cartwright.

Key matters reserved for 
the Board
• Strategy

• Corporate and capital structure

• Financial reporting and controls 

•  Internal controls and risk 
management 

• Material contracts 

•  Board membership and other 
appointments 

• Remuneration policy

• Corporate governance matters 

The Board – roles and processes 
continued

Board meetings
The Board held 13 scheduled Board 
meetings, two strategy workshops and 
eight additional ad hoc Board meetings in 
2015. The high number of meetings held in 
2015 was driven in large part by additional 
meetings required ahead of the IPO. 

Attendance at scheduled Board and 
Committee meetings is set out below. 
There are occasions when a Director may 
be unable to participate in a meeting and 
if this is the case they are encouraged 
to provide comments to the Chairman 
on key items of business in advance 
of the relevant meeting, so that their 
views can be shared at the meeting 
and their opinions taken into account 
during discussions. 

In addition to the meeting programme, 
Directors meet informally during the year 
enabling Directors to discuss sensitive 
key matters in more depth. At least 
one informal session is held per year, 
which is attended by the Non-Executive 
Directors only. 

Both the Board and its Committees have 
a rolling annual programme which aligns 
to the schedule of matters reserved for 
the Board and the terms of reference of 
each Committee. The agendas and time 
allocation for Board meetings are put 
together by the Chairman, assisted by the 
CEO and Company Secretary, based on 

the annual programme, actions arising 
from previous meetings and key business 
priorities. A similar process is followed 
with the chair of each Board Committee. 
The Board and Committee agendas 
include a closed session at the end of 
meetings from time to time to enable 
the Chairman/Committee chair to meet 
privately with the Non-Executive Directors 
without management present. 

The Board monitors the performance of 
the Group against the approved strategy 
and annual business plan and within the 
agreed risk appetite through the following 
regular reports: 

• An update from the CEO on 
market, customer, strategic and 
regulatory developments 

• A business performance report from 
the CFO on the financial results of 
the business lines and the Group 
as a whole, as well as an investor 
relations update and various prudential 
regulatory matters

• A report from the Chief Risk Officer on 
key emerging risks, risk appetite and 
regulatory developments, including 
conduct risk

• A briefing from the Chief Operating 
Officer on IT, operational and 
transformation matters, and strategic 
change projects 

• Business deep-dives, which probe the 
business performance and related key 
issues, and provide an overview of the 
competitive landscape 

Strategy sessions 
The Board is responsible for establishing 
the Group’s strategy and plays a key role 
in challenging management in developing 
the strategic plan and objectives.

Each year two Board strategy workshops 
are held offsite where the CEO, with 
members of his Executive Committee, 
present their views of the market and 
proposed plans, including new initiatives, 
to be probed and tested by the Non-
Executive Directors. The range of 
experience and expertise that the Non- 
Executive Directors are able to bring to 
the debate, along with their independent 
oversight, is key to building a sustainable 
strategy. The focus of discussions is 
not only on how the strategy should 
evolve, but also on ensuring that the 
Group has the appropriate resources, 
skills and competencies to deliver the 
chosen strategy. 

However, given the rapidly changing 
market and regulatory environment in 
which the Group operates, the strategy 
has to be subject to continuous review 
and, as such, the executive management 
provides the Board with regular 
updates on key strategic initiatives as 
they progress.
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Month Key topics Action

Jan 2015 Consideration of the five-year strategy, including the financial and capital plan forecasts

Feb 2015
Update on changes to Directors and Committee membership, and appointment of Company Secretary

Update on IPO readiness and timescales 

Mar 2015

Agreement to proceed with the proposed IPO and equity injection of proceeds into subsidiary

Adoption of the 2015 Internal Capital Adequacy Assessment Process (“ICAAP”)

Finalisation of the Risk Appetite Framework (“RAF”)

Update on capital requirements following regulatory changes

Adoption of the Corporate Governance Policy Framework post listing

May 2015
Review of the financial limits in the Matters Reserved for the Board

Appointment of joint corporate brokers

Jun 2015

Update to the ICAAP to reflect changes to the risk profile and internal capital assessment

Amendments to the CEO delegated authorities

Appointment of Robert Sharpe as a Director of the Company

Sep 2015

Proposed capital injection into subsidiary following exercise of share warrants

Property strategy and three new property leases

Placing of cyber insurance policy

Oct 2015
Adoption of new Reputational Risk Policy

Strategy refresh

Nov 2015

Non-Executive Director fee review

Approach to succession planning for the Chairman and Non-Executive Directors

Board Diversity Policy

Dec 2015

Budget and operating plan 2016, and independent review by Chief Risk Officer of achievability

Adoption of Recovery and Resolution Plan

Annual review of the Risk Management Framework

Jan 2016
Review of Corporate Governance Policy Framework

Senior Managers Regime implementation

Mar 2016

Review of culture and 2015 Best Companies results

Reappointment of external auditor

Board effectiveness review and re-election of Directors

Annual review of RAF

In addition, the Board approved the publicly released financial results (including the Annual Report and Accounts) and received 
regular reports from the CEO, CFO, CRO and COO as detailed on page 52. Quarterly updates were also provided on digital 
enhancements. The Committee chairs report on proceedings after each Committee meeting on all matters within their duties 
and responsibilities.

Key
 Reviewed
 Approved

a Business performance 16%

b  Financial matters and 20%
 investor relations

c Governance  11%

d IT and Operations  15%

e Regulatory matters  5%

f Risk Management 9%

g  Strategy 24%

Time spent in 2015

a
g

b

c
d

f

e
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The Board – roles and processes 
continued

Appointments
The Corporate Governance and 
Nomination Committee (“the Nomination 
Committee”) is responsible for making 
recommendations to the Board regarding 
the appointment of new Directors. 

One new appointment was made in 
2015 – Robert Sharpe. The appointment 
process was overseen by the Nomination 
Committee and led by the Chairman. 
An external search consultancy, JCA 
Group, was appointed to identify suitable 
candidates. JCA Group does not have 
any other connection with the Group and 
is a signatory to the Voluntary Code of 
Conduct for Executive Search Firms. 

JCA Group conducted a search for 
candidates in the UK and overseas in 
accordance with an agreed candidate 
specification. A shortlist of candidates 
was agreed and candidates were 
interviewed by a number of Directors. 
References were taken on the selected 
candidate who also undertook his own 
due diligence on the Group. Finally, PRA 
and FCA approval was obtained prior to 
formal appointment.

Succession planning 
The Nomination Committee 
reviewed succession planning for 
both the Chairman and the Non- 
Executive Directors during the year. 
Whilst acknowledging that succession 
planning was key to the sustainability of 
the Board, the Nomination Committee 
was also cognisant that the majority of 
the Non-Executive Directors had been 
appointed in 2014 when a board was 
formed which would be suitable to lead 
the Company in a public environment. 
In the light of these relatively short 
tenures, the Nomination Committee 
set out the principles on which future 
succession planning should be based. 

With regard to succession planning for 
the Chairman’s role in particular, the 
Nomination Committee agreed that, 
when the time came, the search for a new 
Chairman would be led by the Senior 
Independent Director. Actions agreed 
include keeping under review, at least 
annually, the Chairman’s possible 
term; whether there are any internal 

candidates for Chairman succession; and 
any development steps that should be 
considered for such internal candidates. 

In order to develop a pipeline of potential 
successors to executive positions below 
Board level, the Executive Committee 
has reviewed the current capabilities 
and future potential of both their own 
direct reports and the teams of those 
direct reports. This has identified 
employees who would benefit from 
agreeing development plans to further 
build on their potential, and gaps 
where consideration should be given 
to recruiting potential successors. 
Executive Committee succession 
planning (including Executive Directors) 
will be an area of focus for the Nomination 
Committee during 2016. 

Diversity 
The Board embraces the benefits of 
diversity in the boardroom and believes 
that it generates effective challenge 
and decision-making. It strives for 
diversity in the broadest sense – female 
representation is just one of the factors 
that is taken into account and all Board 
appointments are made on merit against 
a defined job specification. The Company 
does not therefore consider it 
appropriate to set a measurable target 
for gender representation on its Board. 
Female membership of the Board 
currently stands at 18 per cent. 

The Board adopted a Board Diversity 
Policy in November 2015, which is 
available at www.investors.aldermore.
co.uk

Skills, knowledge 
and experience 
As mentioned above, the Board values all 
aspects of diversity and recognises the 
benefit of maintaining a balance of skills, 
experience and knowledge. During the 
year, the Nomination Committee oversaw 
an exercise to evaluate the skills and 
experience on the Board. Each Director 
was asked to self-assess his/her skills and 
experience and the results were input 
into a matrix. The Nomination Committee 
reviewed the results of this evaluation. 

The Nomination Committee provided a 
summary of the output to the Board which 
confirmed it was satisfied that Directors 
have the appropriate mix of skills and 
experience to challenge management 
and support the Group’s strategy. 
The review also identified some areas 
where, in the medium term, the balance 
of skills, knowledge and experience could 
be strengthened. These will be taken into 
consideration in any future search for new 
Non-Executive Directors. 

Election and re-election 
The Code requires that all Directors retire 
and offer themselves for election at the 
first AGM following their appointment, 
and for re-election on an annual 
basis thereafter. 

Ahead of the re-election of the Non- 
Executive Directors being recommended 
to shareholders, the Nomination 
Committee assesses the performance, 
time commitments and independence of 
each Non-Executive Director and makes 
a recommendation to the Board in this 
regard. In addition, the outcome of the 
appraisals of the Executive Directors 
(as set out on page 56) is considered. 
These assessments took place over 
January to March 2016 and based on 
these factors (described further in the 
paragraphs that follow on page 55), as 
well as the balance of skills, knowledge 
and experience on the Board as a whole, 
the Board approved the recommendation 
that each Director should be proposed 
for election/re-election at the 2016 AGM. 
Further information about the Directors, 
including their experience, is set out on 
pages 46 and 47.

The Principal Shareholders are classed 
as a “controlling shareholder” of the 
Company under the Listing Rules. As a 
result, the Independent Non-Executive 
Directors of the Company must be 
elected or re-elected by both a majority 
of the votes cast by all of the Company’s 
shareholders and a majority of the votes 
cast by the Company’s independent 
shareholders (being all of the Company’s 
shareholders other than the controlling 
shareholder). The outcome of both of 
these votes will be announced following 
the 2016 AGM. 
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Director performance 
evaluations
Details of the Director performance 
evaluation process are set out on page 
56. The outcome of the evaluations 
concluded that each Director continues 
to be effective and to demonstrate 
commitment to their role.

Time commitment and 
independence
The Nomination Committee reviewed 
the time commitment to the Company 
demonstrated by each of the Non-
Executive Directors and was satisfied that 
this was both in line with the requirement 
set out in their letters of appointment, 
and sufficient to discharge their duties. 
The external directorships and other 
commitments of the Non-Executive 
Directors was also taken into account in 
making this assessment. 

Independence of the Non-Executive 
Directors is assessed by the Nomination 
Committee on an annual basis against 
the criteria set out in the Code, which 
require directors to be independent 
in character and judgement and free 
from any relationships or circumstances 
which could affect that judgement. 
Factors taken into account in this 
assessment include length of tenure 
and any potential conflicts recorded in 
the Company’s Register of Directors’ 
Conflicts. The Nomination Committee 
was satisfied that there had not been any 
changes in circumstance which would 
impact on the previous assessment that 
all Non-Executive Directors, with the 
exception of the Directors who represent 
the Principal Shareholders, were deemed 
to be independent. It is noted that 
the Chairman was considered to be 
independent at appointment.

Shareholder-representative 
Directors 
Peter Cartwright and Neil Cochrane 
have been appointed to the Board to 
represent the interests of the Principal 
Shareholders, and are not therefore 
considered to be independent under the 
Code. Peter Cartwright has served on the 
Board for seven years. The Nomination 
Committee reviewed the contribution 
that both Directors make to the Board, 
and highlighted the significant value 
that they bring as a result of their in-
depth knowledge of the Group and 
its history, and their analytical skills. 
Notwithstanding that they are not 
independent and the length of Peter’s 
tenure, the Nomination Committee 
confirmed that it was satisfied that they 
should be recommended for re-election 
at the 2016 AGM.

Conflicts of interest
The Board has procedures in place to 
deal with potential conflicts of interest, 
which are governed by both company 
law and the Company’s Articles 
of Association. Under the Board’s 
procedures, all Directors are required to 
declare any interests that could give rise 
to a conflict of interest with the Group, 
either on appointment or when they 
arise. Under the Company’s Articles, the 
Board is permitted to authorise such 
conflicts and to impose any conditions 
on that authorisation that it considers 
to be necessary, for example to leave 
Board meetings when certain matters are 
discussed. All authorisations are recorded 
in the Board minutes, and entered into a 
Register of Directors’ Conflicts.

The Nomination Committee has provided 
guidance to the Board on the declaration 
of interests which cannot reasonably be 
regarded as likely to give rise to a conflict 
of interest. In addition, the Nomination 
Committee undertakes an annual review 
of the Register of Directors’ Conflicts 
to ensure that there have not been any 
changes in circumstances that would 
require the Board to revisit any previous 
authorisation that it has granted, or its 
view of the Directors’ independence.

Training and development 
Training sessions for Directors on topics 
of relevance to the Board are organised 
periodically throughout the year to tie in 
with Board and Committee meetings. 

In 2015, training sessions attended by 
the Directors included a session on 
Treasury Risk Management, and updates 
on the Senior Managers Regime and 
developments in corporate governance. 
The sessions were led by either senior 
management or external advisers. 
The Board values internal training 
sessions as an important way of engaging 
with key employees and familiarising 
themselves with the business. In addition, 
Directors attended relevant external 
training sessions. 

A training log is maintained by the 
Company Secretary for each Director as 
evidence of continuous development. 

A longlist of potential training 
sessions for 2016 was drafted by 
the Company Secretary based on 
proposals raised by Directors through 
the Board evaluation process, areas 
for development highlighted through 
Director performance evaluations, and 
suggestions from advisers regarding 
upcoming areas of regulatory change. 
The Company Secretary, the Chairman 
and Committee chairs discussed the 
proposals, which broadly covered 
business-related and technical/regulatory 
items. As a result, a programme of 
quarterly Board training sessions 
supplemented by Committee-specific 
training is being finalised for 2016.
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The Board – roles and processes 
continued

Board and Committee  
effectiveness
The Board recognises the benefits that 
reviewing the effectiveness of its own 
performance and that of its Committees 
can bring, and is conscious that the 
actions needed to maintain effectiveness 
will develop over time as the Company, 
the Board and best practice evolve. 
Effectiveness is reviewed on an annual 
basis, and the Nomination Committee 
oversees this process. In 2015, the Board 
decided that the annual review would be 
conducted internally. An external review 
by Egon Zehnder took place in 2014.

The 2015 process was agreed by the 
Nomination Committee and led by 
the Senior Independent Director with 
support from the Company Secretary 
as required. The evaluation was taken 
forward by way of questionnaires which 
were issued to all Board and Committee 
members. Directors were encouraged 
to provide additional commentary 
to the “closed-ended” questions to 
provide more context to their responses. 
The results were collated and analysed 
by the Company Secretary, and the draft 
output discussed with the Chairman, 
Senior Independent Director and, in 
relation to Committees, the relevant 
Committee chairs. Finalised reports 
and action plans were presented and 
agreed by the Board and Committees. 
The output concluded that the Board 
and its Committees operated effectively 
during 2015. A summary of the outcomes 
is set out in the table on page 57, together 
with a summary of the agreed action plan 
for 2016. Information on the Committee 
reviews can be found in the reports from 
the individual Committees on pages 62 
to 75. 

The Nomination Committee will oversee 
the implementation of the agreed 
action plan for the Board and interim 
updates will be assessed during the 
year. An update on progress against 
these actions will be reported in the 
2016 Annual Report and Accounts.

Director performance  
evaluations
In tandem with the process to review 
Board and Committee effectiveness, 
a similar process is followed to evaluate 
the continued effectiveness of the 
performance of the Chairman and  
Non-Executive Directors. 

In respect of the year under review, the 
Chairman undertook a performance 
evaluation for each Non-Executive 
Director whilst the Senior Independent 
Director led the process for evaluating 
the performance of the Chairman. 
To support the evaluations, each 
Director completed an anonymous 
questionnaire to provide an assessment 
of the performance and effectiveness of 
each of the Non-Executive Directors and 
the Chairman. The Senior Independent 
Director also solicited verbal feedback 
on the Chairman from other Non-
Executive Directors on an individual 
basis. The output from the performance 
evaluations was discussed in one-to-
one sessions between the Chairman 
and each Non-Executive Director, and 
development needs in terms of ongoing 
training were assessed. 

The performance of the Executive 
Directors was appraised by the Chairman 
(in the case of the CEO) or the CEO (in the 
case of the CFO) with input from other 
Directors. The evaluations were reviewed 
by the Remuneration Committee as part 
of the process by which changes to salary 
and bonus outcomes were approved. 

The evaluations concluded that each 
Director continues to be effective and 
demonstrate commitment to their role, 
and that each Director is able to allocate 
sufficient time to the Company to 
discharge their responsibilities effectively.
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Area Overview

Board balance 
and composition

Overall, the Directors considered the balance and composition of the Board to be appropriate 
with excellent sector and industry knowledge, and experience. Opportunities to add new skills and 
additional diversity would be considered as a natural part of Board attrition.

The role of the Board Directors felt that the role and authority of the Board is clearly defined with a clear division of 
responsibilities between the Board and management. Although there was, on occasion, a greater 
focus on the detail of operational issues than perhaps there should be, it was acknowledged that this 
reflected the approach that was necessary prior to the Company’s IPO and that it would evolve in 
due course.

Leadership and culture The culture and leadership was rated highly, and the boardroom dynamics promote good debate. 
There is robust challenge at meetings and discussions are open and constructive.

Information flows There was general agreement that the adequacy, accuracy and timeliness of information given to the 
Board was appropriate although there was some room for improvement noted in certain areas.

Strategy The strategic direction of the Group is very clear. The Board noted that the process during the last 
year in developing the business strategy had provided a good foundation on which to further evolve 
the strategic process. Offsite sessions had been very effective.

Governance and 
risk management

The output indicated that the Group is operating in line with good corporate governance. The Risk 
Management Framework has been enhanced and work continues to strengthen and embed this in 
the business.

Shareholder  
engagement

The strong work of the Investor Relations team was recognised. The Board is kept well informed of 
the market view but Directors were cognisant that this is a new area which would continue to evolve.

Succession planning 
and training

Directors recognised that, since the Board is relatively new, succession planning had not been tested, 
but they welcomed the robust framework developed by the Nomination Committee. Directors 
highlighted the ongoing need for training. The induction programme was noted by the most recently 
appointed Non-Executive Director as targeted and informative.

Meeting arrangements Meetings enable Directors to discharge their duties but sometimes meetings are called at short 
notice and have full agendas.

Secretariat The level of secretariat support has been enhanced with the development of a new function with 
strong public company experience.

Committees The composition, performance and support provided to the Board Committees were considered to 
be appropriate.

Outcome of 2015 Board effectiveness review

Actions for 2016
The following key actions were identified 
in the evaluation:

• Continue to embed the recently 
implemented new template for Board 
papers, ensuring that papers focus on 
the key issues and flag the decisions 
to be made; that there is appropriate 
analysis of data provided; and that 
information is not simply duplicated for 
different forums.

• Implement a more structured process 
to review the effectiveness of past 
decisions, and to apply lessons learned.

• Maintain the focus on succession 
planning and continue to evolve the 
framework already developed by the 
Nomination Committee.

• Review the ongoing development 
of the Risk Management Framework 
to ensure appropriate behaviour is 
embedded into the risk culture.

• Develop a comprehensive training 
programme to meet Directors’ 
requirements.

• Schedule more “informal” time for 
the Board to spend together, and 
extend some of the meetings to ensure 
there is adequate time for discussion 
of all agenda items, in particular 
strategic issues.

An update on progress against action 
points will be reported in the 2016 Annual 
Report and Accounts.
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Induction of Directors
All Directors receive a comprehensive 
induction on appointment to enable their 
effective contribution to the Board as 
early as possible. Induction programmes 
are tailored to the needs of the new 
Director – the Chairman discusses 
requirements with the new Director, which 
are facilitated by the Company Secretary. 
The programme will typically include 
one-to-one meetings with business and 
functional heads; site visits; and access to 
past Board packs, relevant Group policies 
and procedures through the Board portal. 

Following his appointment in June 2015, 
an induction programme was developed 
for Robert Sharpe which aimed to 
enable him to build an understanding 
of the business and the key issues the 
business faces; to communicate the 
corporate governance arrangements 
and strategy; and to build links with, and 
access to, senior management within 
the business. Part of the programme 
included sessions with the divisional 
Managing Directors, which enabled 
him to gain an understanding of the 
history of the business areas and their 
financial, cultural and process dynamics; 
and to hear management’s views on 
the challenges, opportunities and 
strategy for the businesses. He also met 
with the heads of the Group’s central 
functions which provided him with an 
overview of the Group’s risk management 
systems and internal controls, risk 
appetite and key risks, and corporate 
governance processes. A number of 
Robert’s meetings with senior managers 
were combined with visits to some of 
the Group’s key sites across the UK. 
These visits were an important aspect 
of his induction as they allowed him to 
see operations and meet key staff in the 
business at first hand.

Independent 
professional advice
All Directors have access to the advice 
and services of the Company Secretary, 
who ensures that Board procedures are 
complied with. In addition, Directors have 
access to independent and professional 
advice at the Company’s expense. 

Information flow to the Board
The Board’s ability to discharge its 
duties is dependent on the quality of the 
information that it receives to support 
decision-making. Information should be 
accurate and clear, and provided on a 
timely basis.

Board papers
The Company Secretary takes 
responsibility for ensuring that the Board 
receives high-quality information and, 
in 2015, worked with the Chairman to 
develop a new Board paper template 
which would “signpost” the key areas of 
focus for the Board.

In the same vein, the CFO had identified 
a need to change the focus of the regular 
business performance report to the Board 
in order to provide insight rather than 
data, and to ensure that performance 
metrics were highlighted. The revised 
report was launched in Q1 2015.

Resources
A library of useful information has been 
made accessible to Directors through 
an online portal. This includes corporate 
information such as the business plan; 
corporate governance-related material; 
regulatory correspondence; and 
technical updates.
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Corporate governance

Relations with shareholders

Investor relations
2015 was an exceptionally busy year 
in terms of engagement with existing 
and potential investors. Ahead of listing 
on the London Stock Exchange in 
March, Executive Directors and senior 
management met with a significant 
number of potential investors in the UK, 
US and Europe, many of whom later 
participated in the IPO.

Investor meetings are normally 
undertaken by the CEO, the CFO and the 
Director of Investor Relations. During the 
year, almost 200 individual and group 
investor meetings were held covering 
topics such as business performance, 
competitive positioning, strategy and 
changes in the regulatory environment. 

The Chairman and Senior Independent 
Director are also available to attend 
meetings with shareholders and address 
any significant concerns that shareholders 
may have. 

The Group provides regular updates 
on its investor relations website at 
www.investors.aldermore.co.uk including 
its half-yearly financial results, reports and 
presentations, press releases, regulatory 
news, share price data and useful 
information for shareholders with regard 
to managing their shareholding. 

Information to the Board 
The Chairman is responsible for 
ensuring effective communication with 
shareholders and the Board recognises 
the importance of constructively 
engaging with its shareholders. 
Feedback received from investors is 
regularly shared with Board members 
through the CFO’s regular business 
performance report, which aids broader 
discussions on business matters and 
other relevant topics. 

During the year, and following a 
structured process involving several 
banks, the Board approved the 
appointment of J.P. Morgan Cazenove 
and RBC as joint brokers to the Company. 
The wealth of combined experience of 
the selected broking teams in working 
with both mid-cap companies and 
specialist financial services firms was felt 
to be a particularly good match for the 
needs of the Company as a newly listed 
entity. The joint brokers attend Board 
meetings on a quarterly basis to provide 
Directors with input on market conditions 
and investors’ views. Outside of this 
formal programme, the views of the 
brokers are proactively sought on market 
developments including the regulatory 
and competitive environment. 

Principal Shareholders 
Following the sell down of 12 per cent 
of their holding in September 2015, the 
Principal Shareholders retain an interest in 
the issued share capital of 40.1 per cent. 

At the time of the IPO, the Principal 
Shareholders entered into a Relationship 
Agreement to govern their relationship 
with the Company after admission and to 
ensure that: 

• the Company is capable of carrying 
out its business independently of the 
Principal Shareholders; 

• transactions and arrangements with 
the Principal Shareholders (and their 
associates) are at arm’s length and on 
normal commercial terms (subject to 
the rules on related party transactions 
in the Listing Rules); and 

• the Principal Shareholders do not take 
any action that would have the effect 
of preventing the Company from 
complying with, or would circumvent 
the proper application of, the 
Listing Rules.

During the year, the Nomination 
Committee, in accordance with its duties, 
conducted a review of compliance with 
the terms of the Relationship Agreement 
and concluded that the Relationship 
Agreement is working effectively and 
that the Company is capable of carrying 
out its business independently of the 
Principal Shareholders. 

Since the IPO, the governance 
arrangements around Board meetings 
have been enhanced and procedures 
adopted which restrict Directors 
appointed by the Principal Shareholders 
from voting on matters where there 
are conflicts of interest and from 
using information obtained through 
their appointments. 

Under the Relationship Agreement, 
as the Principal Shareholders still have 
an interest in more than 20 per cent 
of the Company, they are entitled to 
appoint two Non-Executive Directors 
to the Board. Peter Cartwright and Neil 
Cochrane were both in office at the IPO 
and continue to serve on the Board as 
the Directors appointed by the Principal 
Shareholders. In common with other 
Directors, they will stand for re-election by 
shareholders at the 2016 AGM.

Annual General Meeting 
The Company’s first AGM as a listed entity 
will be held at 10.30am on 17 May 2016 at 
the offices of Linklaters LLP, 1 Silk Street, 
London, EC2Y 8HQ. The Notice of 
AGM, together with an explanation of 
the items of business to be discussed 
at the meeting, will be posted to 
shareholders and made available at 
www.investors.aldermore.co.uk 

All members of the Board will be in 
attendance at the 2016 AGM which will 
provide an opportunity to engage with 
shareholders on the key issues facing 
the Group and respond to any questions 
shareholders may have. All the Directors 
will be available before and after the 
meeting to meet shareholders on an 
informal basis. Voting at the 2016 AGM will 
be conducted by a poll and the results will 
be announced to the market and made 
available on the Group’s website as soon 
as practicable following the meeting. 



Nomination Committee at a glance

• The Nomination Committee 
is composed of a majority of 
Independent Non-Executive 
Directors in line with Code 
requirements and is chaired by the 
Company Chairman: 

–  Glyn Jones (Chair), 
Company Chairman 

–  Peter Cartwright,  
Non-Executive Director1 

–  Danuta Gray, Senior 
Independent Director 

–  Peter Shaw, Independent  
Non-Executive Director 

–  Cathy Turner, Independent  
Non-Executive Director 

1  Neil Cochrane appointed as his alternate.

• Regular attendees at meetings 
of the Nomination Committee 
include the CEO and 
Company Secretary

• The Nomination Committee’s key 
roles are to oversee the Board’s 
governance arrangements and 
to ensure these are consistent 
with best practice standards; 
and to review the composition 
and effectiveness of the Board 
to support planning for its 
progressive refreshing

• The Nomination Committee’s 
terms of reference are reviewed 
annually and are available at 
www.investors.aldermore.co.uk
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Corporate Governance and  
Nomination Committee Report

Dear Shareholder
I am pleased to welcome you to this first 
report of the Corporate Governance 
and Nomination Committee (“the 
Nomination Committee”). This has been 
an important year for the Nomination 
Committee as it set the foundations for 
its key responsibilities going forward in a 
listed environment. 

During the year, the Nomination 
Committee initially focused on ensuring 
that the Board composition was 
appropriate to support the Group’s current 
and future strategy. 

In the early part of the year, the Nomination 
Committee oversaw the appointment of a 
new Independent Non-Executive Director 
having identified the need for a further 
Director with strong retail banking and 
mortgages experience. This resulted in the 
appointment of Robert Sharpe, who we 
were delighted to welcome to the Board in 
June 2015. 

The Nomination Committee has reviewed 
the structure and size of the Board, and 
the balance of skills, knowledge and 
experience, and is satisfied that they 
are appropriate. 

Whilst a large proportion of the Board was 
appointed between 2014 and 2015 and is 
not expected to stand down for a number 
of years, it is never too early to consider 
Board and Chairman succession planning, 
and during the year the Nomination 
Committee agreed in principle its 
approach to these areas.

The Nomination Committee is also 
responsible for overseeing the Group’s 
corporate governance arrangements to 
ensure that they remain fit for purpose 
and in line with best practice. The current 
Corporate Governance Policy Framework 
(which includes key governance 
documents such as the schedule of 
Matters Reserved for the Board, Board 
Committee terms of reference and the 
written confirmation of the division of 
responsibilities between the Chairman and 
the CEO) was implemented in anticipation 
of the Company’s IPO in March 2015. 
The annual review of this framework was 
overseen by the Nomination Committee 
and I am pleased to report that, subject 
to some minor changes (including 
taking into account the PRA’s new Senior 
Managers Regime), the Nomination 
Committee concluded that the framework 
remains appropriate. 

Further detail on the key activities of the 
Nomination Committee in 2015 can be 
found on page 61. 

Looking forward to 2016, the Nomination 
Committee intends to look at succession 
planning, focusing on the Executive 
Directors and senior management, as well 
as monitoring and further embedding best 
practice governance.

Glyn Jones
Chair of Corporate Governance and 
Nomination Committee



Key topics discussed at Nomination Committee meetings since 1 January 2015 

Month Key topics Action

Feb 2015

Initiate search for a new Non-Executive Director

Changes to Committee membership

Oct 2015

Annual review of the structure, size and composition of the Board and its Committees, including the balance 
of skills, knowledge, experience and diversity of the Directors

Chairman and Non-Executive Director succession planning framework

Process for annual effectiveness review of the Board and its Committees, and Directors’ evaluations

Review of compliance with the Relationship Agreement between the Company and its Principal Shareholders

Formalisation of the Board Diversity Policy

Guidance around Directors’ conflicts

Annual programme of agenda items for Nomination Committee meetings in 2016

Feb 2016 Annual re-election of Directors and review of their independence
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“This has been an important year for the Nomination Committee  
as it set the foundations for its key responsibilities going forward  

in a listed environment.”
Glyn Jones, Chair of Corporate Governance and Nomination Committee

Key
 Reviewed
  Recommended  
to Board

 Approved

Responsibilities of the Nomination Committee
• To review the Group’s corporate 

governance arrangements and 
framework to ensure that they are 
consistent with best practice 

• To review the Board’s size, structure 
and composition, including the skills, 
knowledge, experience and diversity 
of the Directors, and that of the 
Board Committees 

• To lead the process for nominating 
candidates to fill Board vacancies as 
they arise 

• To oversee the annual effectiveness 
review of the Board and its  
Committees 

• To oversee compliance with the terms 
of the Relationship Agreement with 
the Principal Shareholders

• To formulate succession plans for the 
Chairman, Non-Executive Directors 
and key senior executives

a Annual effectiveness review 14%

b  Appointment/reappointment 
 of Directors 18%

c Board composition  18%

d Directors’ conflicts  5%

e Governance 27%

f Succession planning  18%

Time spent in 2015

a

b

c
d

f

e

Committee effectiveness
The Nomination Committee undertook 
a review of its own effectiveness as part 
of the wider Board and Committee 
evaluation exercise undertaken in Q4 2015. 
The review took the form of an internal 
evaluation and was conducted by way 
of a questionnaire that was issued to all 
Nomination Committee members. 

The review covered various areas including 
the role and remit of the Nomination 
Committee; the effectiveness of the 

Chair; the appropriateness of information 
provided to the Nomination Committee; 
and the relationship with management. 
The Nomination Committee discussed 
the outcome of the review in 2016. 
The Nomination Committee confirmed 
that it operated effectively and there 
were no significant areas for concern. 
Further information about the Board and 
Committee effectiveness process is set out 
on pages 56 and 57. 



Audit Committee at a glance

• The Audit Committee is composed 
of four Independent Non-
Executive Directors, in line with 
Code requirements:

–  John Hitchins (Chair), Independent 
Non-Executive Director

–  Robert Sharpe, Independent 
Non-Executive Director

–  Peter Shaw, Independent  
Non-Executive Director

–  Chris Stamper, Independent  
Non-Executive Director

• Regular attendees at the Audit 
Committee include the CEO, CFO, 
Group Internal Audit Director, 
Group Financial Controller, 
representatives from KPMG and 
the Company Secretary

• To comply with Code requirements 
that the Audit Committee has at 
least one member with recent and 
relevant financial experience, the 
Board is satisfied that John Hitchins 
meets these requirements, being 
a qualified chartered accountant 
with extensive financial and audit 
experience. See page 47 for full 
biographical details for John

• The Audit Committee’s key role 
is to review the integrity of the 
financial reporting for the Group 
and to oversee the effectiveness 
of the internal control systems 
and work of the internal and 
external auditors

• The Audit Committee’s terms 
of reference are reviewed 
annually and are available at 
www.investors.aldermore.co.uk
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Audit Committee Report

The four members of the Audit 
Committee are all Independent Non-
Executive Directors who bring a wide 
range of relevant business experience. 
In June 2015 we welcomed Robert Sharpe 
to the Audit Committee; he has significant 
financial services industry experience. 

I am also delighted that other Directors, 
who all have a standing invitation to 
meetings of the Audit Committee, 
have regularly attended meetings and 
provided valuable contributions. 

It has been a busy period for the Audit 
Committee with a significant amount 
of time spent on preparing for the IPO. 
This has included reviewing the historic 
financial information to be included in the 
Prospectus and the 2014 Annual Report 
and Accounts and satisfying ourselves 
that the Group’s internal financial 
reporting controls were fit for purpose for 
a listed company. 

In respect of financial reporting, we 
have spent considerable time reviewing 
the key judgements both for the half-
year and full-year results, and further 
detail on our debates and conclusions 
reached is set out on pages 65 and 66. 
Robust processes have been developed 
to ensure the integrity of the Group’s 
financial reporting is transparent and 
that our inaugural Annual Report and 
Accounts as a listed company fully 
meets all legislative requirements, as 
well as best practice. This includes 
providing assurance to the Board that 
the Annual Report and Accounts is fair, 
balanced and understandable, and 
we have implemented a number of 
additional procedures to enable the Audit 
Committee to make this assessment.

Dear Shareholder
I became the Chair of the Audit 
Committee on my appointment in 
May 2014 and I am pleased to present 
this first report for the year ended 
31 December 2015. 

In line with best practice and in 
preparation for the IPO, the Board agreed 
during 2014 to separate the previously 
combined Audit and Risk Committee. 
The purpose of this revised structure was 
to allow the Risk Committee to focus on 
oversight and advice to the Board on 
the current risk exposures of the Group 
and future risk strategy, with the Audit 
Committee having responsibility for 
ensuring that the interests of shareholders 
are properly protected in relation to 
financial reporting and internal control.

The report describes the work of the 
Audit Committee and takes into account 
the FRC’s Guidance on Audit Committees 
in discharging its responsibilities. 
We continue to work closely with the 
Risk Committee to ensure that areas of 
mutual interest are properly reviewed 
and challenged.
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“The key focus for the Audit Committee in 2016 will be to monitor the 
internal control framework to ensure it remains fit for purpose for a listed 
company and to support the ongoing strengthening and evolution of the 

internal control systems as the business grows.”
John Hitchins, Chair of Audit Committee

Responsibilities of the Audit Committee
• Monitor the integrity of the financial 

statements of the Group, including its 
annual reports, half-yearly reports and 
quarterly updates

• Challenge the consistency of, and 
any changes to, accounting policies 
and confirm whether the Group 
has complied with and followed 
appropriate accounting standards 
and made appropriate estimates 
and judgements 

• Monitor and keep under review 
the effectiveness of the Group’s 
internal financial controls and internal 
control systems

• Assess whether the Group’s financial 
reports are fair, balanced and 

understandable; the appropriateness 
of the adoption of the going 
concern basis of accounting; and the 
statement that the Directors have 
a reasonable expectation that the 
Group will be able to continue its 
operation and meet its liabilities as 
they fall due

• Review the adequacy of the Group’s 
whistleblowing arrangements 
and procedures for detecting 
fraud and preventing bribery and 
money laundering

• Monitor the remit and effectiveness 
of the Group Internal Audit function, 
review all internal audit reports 
and monitor management’s 

responsiveness to the findings 
and recommendations

• Oversee the relationship with the 
external auditor, including the 
approval of audit and non-audit fees 
and terms of engagement, annually 
assessing their independence and 
reviewing their findings

We have considered the reappointment 
of the external auditor and, following an 
assessment of their effectiveness and 
independence, recommended their 
reappointment at the 2016 AGM. However, 
the Audit Committee has followed 
the developments in the reform of the 
external audit regulations with interest 
and in 2016 we propose to develop 
an audit tendering policy to provide a 
framework setting out the key principles 
and legislative requirements that will be 
taken into account when deciding when 
to implement a tender. In the meantime, 
the Audit Committee confirms that the 
Group is in compliance with The Statutory 
Audit Services for Large Companies 
Market Investigation (Mandatory Use of 
Competitive Tender Processes and Audit 
Committee Responsibilities) Order 2014.

We conducted a review of the 
effectiveness of the Group Internal Audit 
function and I am pleased to report that 
the Audit Committee agreed the function 
was operating effectively overall. There are 
some areas noted for improvement, which 
had already been identified by the Group 
Internal Audit Director, which are being 
actioned and will be monitored by the 
Audit Committee.

The key focus for the Audit Committee 
in 2016 will be to monitor the internal 
control framework to ensure it remains fit 
for purpose for a listed company and to 
support the ongoing strengthening and 
evolution of the internal control systems as 
the business grows.

 

John Hitchins
Chair of Audit Committee



Key topics discussed at Audit Committee meetings since 1 January 2015

Month Key topics Action

Feb 2015

Overview of first line controls covering operational risk, business assurance, conduct risk, complaints and 
business continuity

Key judgement areas for the 2014 Annual Report and Accounts, including a report from the external auditor

2014 Annual Report and Accounts, including an assessment of the going concern basis

Mar 2015 Pillar 3 disclosures as at 31 December 2014

Jun 2015
Delegated authority financial limits to the CEO

External audit control observations, including management’s responses

Report from the Money Laundering Reporting Officer

Jul 2015
Annual review of the Loan Impairment and Provisioning Policy

Consideration of future changes in accounting standards, in particular IFRS 9

2015 external audit plan and terms of engagement

Aug 2015
2015 half-year results, including an update on key judgements, an assessment of the going concern basis 
and the external auditor’s review highlights

2015 external audit fee proposal

Nov 2015
Policy on Employment of Former Employees of the Group’s Auditor

Revisions to the Group’s Anti-Bribery and Corruption Policy

Annual programme of agenda items for Audit Committee meetings in 2016

Dec 2015

Update on progress with year-end planning and production of the 2015 Annual Report and Accounts, 
including an update on the critical judgements

2016 Internal Audit plan and resourcing

Annual review of the effectiveness of the Internal Audit function

Feb 2016
Whistleblowing arrangements

Annual report from the Money Laundering Reporting Officer

Mar 2016
Assessment of systems of internal control

2015 full-year results and Annual Report and Accounts, including an assessment of the key judgements, 
going concern and viability reporting

Effectiveness review and reappointment of the external auditor
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Audit Committee Report 
continued

Key
 Reviewed
  Recommended  
to Board

 Approved

Time spent in 2015

a

b

c

d

e
f

a External audit  15%

b Financial reporting  50%

c  Governance  7%

d Internal audit  14%

e Internal controls  11%

f  Other  3%

In addition, the Audit Committee reviewed the quarterly 
results. Regular updates from the Group Internal Audit 
function on audit reports issued and progress against audit 
recommendations were presented, and non-audit services and 
fees were monitored.



Areas of focus

65Aldermore Group PLC Annual Report and Accounts 2015

Strateg
ic rep

ort
C

orp
orate g

overnance
Rem

uneration
Risk m

anag
em

ent
Financial statem

ents
A

p
p

end
ices

Financial reporting
In respect of financial reporting, the Audit Committee considered the Company’s half-year and annual financial statements and 
considered a number of significant issues and areas of judgement (as set out in the table below).

Key issues/judgements in financial reporting Audit Committee review and conclusions

Loan impairment provisions
The calculation of loan impairment provisions 
is management’s best estimate of losses 
incurred in the Group’s portfolios at the 
balance sheet date. It involves estimates of 
expected future cash flows based on both the 
likelihood of a loan and advance being written 
off and the estimated loss on such a write-off. 

Determining the appropriateness of loan loss 
provisions is therefore inherently judgemental 
and requires management to make a number 
of assumptions. 

At 31 December 2015, the Group held 
£10.2 million of specific loan impairment 
provisions and £10.5 million of collective 
provisions respectively. 

The Audit Committee received regular reports from management during the year in relation 
to loan impairment. The most judgemental area of loan impairment provisioning relates to the 
collective provision and the assumptions used within the collective provision models. 

The Audit Committee considered and challenged all the key assumptions, including 
probability of default and emergence period assumptions, and reviewed sensitivity analysis for 
each key assumption.

The probability of default is assessed using information obtained from a credit bureau for 
comparable borrowers. These probabilities of defaults are then adjusted (usually downwards) 
to reflect the nature of the Group’s lending. The level of adjustment is based on historic 
internal data. 

Emergence period assumptions are necessary to estimate the time between the trigger 
events occurring and loans being identified as impaired. The Group has limited historical data 
available and therefore uses market insight to estimate the emergence period assumptions. 
The Audit Committee considered the key assumptions across each business line with 
consideration of the relatively unseasoned nature of the Group’s lending and the relatively 
benign credit environment the Group is currently operating in. 

The Audit Committee also considered specific cases of individual provisions. The most 
judgemental aspect of calculating specific provisions relates to the estimate of the value of 
collateral due to the specialised nature of lending in SME Commercial Mortgages and Asset 
Finance and the alternative exit strategies which can be adopted. 

The Audit Committee agreed management’s judgement was appropriate as at 31 December 
2015. The disclosures relating to loan impairment provisions are set out in Note 3 and Note 20 
to the financial statements on pages 151 and 162 respectively. 

Effective Interest Rate (“EIR”)
The EIR method of accounting for income 
recognition is judgemental and requires 
management to make a number of 
assumptions. In particular, management must 
use judgement to estimate the expected life 
of loan assets across the Group’s portfolios.

At 31 December 2015, the Group’s balance 
sheet includes the recognition of an EIR asset 
of £7.7 million. 

Interest and fee income and expense on loan assets are recognised using the EIR method of 
accounting. This method spreads the income and expense over the estimated life of the asset. 
The EIR is calculated by management using discounted cash flow models across a number of 
portfolios which incorporate fees, costs and other premium and discounts. 

The Audit Committee considered and challenged the key assumptions with the EIR models. 
In particular, time was spent understanding the judgements management have taken in 
relation to the expected life of the loan assets. This assumption is underpinned by judgements 
made on the likely repayment profile of the Group’s portfolios (both organically originated 
and acquired), which is driven by expected future customer behaviour on a tranche-by-
tranche basis. 

The Audit Committee specifically considered the expected life assumptions with reference to 
management’s forecast information. While the Group has limited historical experience upon 
which to base the expected life assumptions due to the unseasoned nature of the lending, 
it is gradually building data on its books. At 31 December 2015 this allowed management to 
revise its assumptions that had previously been driven largely by industry experience and 
market insight in the sector. The Audit Committee reviewed these adjustments in detail 
and also considered the forecast information having regard to the current low interest rate 
environment.

The Audit Committee agreed that management’s judgement was appropriate at 
31 December 2015. The disclosures relating to EIR are set out in Note 3 to the financial 
statements on page 153.
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Key issues/judgements in financial reporting Audit Committee review and conclusions

Deferred tax
The recoverability of the deferred tax asset 
(“DTA”) requires consideration of the future 
levels of taxable profits in the Group.

The DTA at 31 December 2015 is £16.4 million. 
The Group’s DTA arises solely from temporary 
timing differences. The Group expects the asset 
to be realised in the short to medium term. 

The Audit Committee considered the recognition of the DTA including the Group’s forecast of 
the timing over which the asset would be realised against future taxable profits. 

The Audit Committee agreed with management’s judgement that it was appropriate to 
recognise the DTA based on the forecast future profits. This included consideration of the 
sensitivity of the future forecast profits. 

The disclosures relating to the DTA are set out in Note 3 and Note 17 to the financial 
statements on pages 153 and 160 respectively. 

Share-based payments
Share-based payments are material by 
nature and determination of the fair value 
of share-based payments awarded to 
Directors and employees of the Group 
requires management to make a number of 
judgements. 

A total charge of £3.4 million in relation to 
share-based payments was reflected in the 
income statement during the year. 

A number of new share plans were introduced by the Company during the year.

The Audit Committee considered the accounting for the share plans, including the 
methodology used to calculate the fair value of the awards granted and the key inputs and 
assumptions used in the valuation models to calculate the charge. 

The most subjective assumption relates to the expected volatility of the Company’s share 
price. At the grant date for awards under the executive share plans, the Company was not 
yet listed and therefore a bucket of similar shares were used as a proxy for the Company’s 
volatility. 

The Audit Committee considered sensitivities of key assumptions and were satisfied with the 
judgements applied in calculating the fair value of the awards granted. 

The disclosures relating to share-based payments are set out in Note 3 and Note 36 to the 
financial statements on pages 153 and 170 respectively. 

Goodwill attributable to Invoice 
Finance
At 31 December 2015, the Group held 
goodwill balances totalling £12.6 million, 
£8.5 million of which is attributable to the 
SME Commercial Mortgages segment, 
with the remaining balance of £4.1 million 
attributable to the Invoice Finance segment. 

Accounting standards require an assessment 
of goodwill balances for impairment on at 
least an annual basis. An impairment charge 
should be recognised where the recoverable 
amount from the segment is less than the 
carrying value of the goodwill. Judgement is 
required to calculate the recoverable amount 
of the Invoice Finance business.

Under IAS 36, the recoverable amount is the greater of either the Value in Use (“VIU”) of a 
business or its Fair Value less Costs of Disposal (“FVLCD”). As further described in Note 3 
to the financial statements, management has considered both methods for calculating the 
recoverable amount. 

During 2015, the business was refocused and management revised their projections for 
the business while the impact of this restructuring is being assessed. Using these updated 
projections, under the VIU method, the goodwill relating to the Invoice Finance business of 
£4.1 million would be fully impaired, although management note a reasonably small change 
in the key assumptions would result in the goodwill balance being supportable. The Audit 
Committee noted that, whilst this calculation is sensitive to small changes in assumptions 
about the projected performance of the Invoice Finance business, such changes are 
immaterial in the context of the Group’s overall performance.

Management determined the FVLCD by reviewing recent transactions for similar businesses 
and applying the Price/Tangible Book Value ratio from those transactions to the Aldermore 
Invoice Finance business. Management has performed an exercise to assess the comparability 
of the businesses involved in recent transactions with the Aldermore Invoice Finance business. 
Management concluded it is appropriate to use FVLCD and therefore are satisfied that the 
goodwill balance of £4.1 million in relation to the Invoice Finance segment is supportable. 

The Audit Committee received detailed analysis of the calculation of the recoverable amounts 
under both the VIU and FVLCD method. The Audit Committee considered and challenged 
management’s approach of using the FVLCD method and the detailed analysis which 
supported the valuation under this method. This included understanding the rationale for why 
the two methods could produce differing valuations. 

The Audit Committee specifically reviewed the comparable transactions used to derive a 
valuation under the FVLCD method. The Audit Committee was satisfied with the use of the 
FVLCD method, including the comparable transactions utilised by management to arrive at 
the valuation under this method. 

The disclosures relating to the Invoice Finance goodwill are set out in Note 3 and Note 24 to 
the financial statements on pages 154 and 166 respectively. The Audit Committee specifically 
reviewed these disclosures and considered the consistency with the disclosures in relation to 
the Invoice Finance business in the strategic review. The Audit Committee was satisfied that 
the disclosures were appropriate. 

Audit Committee Report 
continued



67Aldermore Group PLC Annual Report and Accounts 2015

Strateg
ic rep

ort
C

orp
orate g

overnance
Rem

uneration
Risk m

anag
em

ent
Financial statem

ents
A

p
p

end
ices

Fair, balanced 
and understandable
In line with the Code, the overarching 
principle for an annual report and 
accounts is that the report as a whole is 
“fair, balanced and understandable and 
should provide the information necessary 
for shareholders to assess the company’s 
position and performance, business 
model and strategy”. This requirement 
was at the forefront of the Audit 
Committee’s planning process for the 
2015 Annual Report and Accounts to 
ensure that it could provide assurance to 
the Board about making this statement. 

The process enabling the 
Audit Committee to reach this 
conclusion included:

• The production of the 2015 Annual 
Report and Accounts was managed 
by the Chief Financial Officer, with 
overall governance and co-ordination 
provided by a cross-functional team of 
senior management 

• Cross-functional support to drafting 
the 2015 Annual Report and Accounts, 
included input from Finance, Risk, 
Company Secretariat, Investor Relations 
and the business lines (including the 
Managing Directors) 

• There was a robust review process of 
inputs into the 2015 Annual Report 
and Accounts by all contributors to 
ensure disclosures were balanced, 
accurate and verified, and further 
comprehensive reviews were 
conducted by senior management

• The Company Secretary reviewed 
all Board and Committee minutes to 
ensure all significant matters discussed 
at meetings were appropriately 
disclosed in the 2015 Annual Report 
and Accounts as required

• A full review was undertaken by the 
external legal advisers to ensure all 
disclosure requirements were met, as 
well as following best practice

• A formal review was undertaken by 
the Audit Committee of the draft 
2015 Annual Report and Accounts in 
advance of final sign-off

• A final review was performed by the 
Board of Directors

In conclusion, the Audit Committee is 
satisfied that the 2015 Annual Report and 
Accounts meets the “fair, balanced and 
understandable” criteria.

Internal controls and 
risk management
The Audit Committee is responsible for 
reviewing the adequacy and effectiveness 
of the Group’s systems of internal control 
and risk management. Details of the 
risk management systems in place are 
provided within the risk management 
section on pages 105 to 108. 

Details of the process performed to 
assess the effectiveness of internal 
controls are provided on page 43.

On the recommendation of the Audit 
Committee and Risk Committee, the 
Board concluded that the Group’s 
systems of internal control and risk 
management were appropriately 
designed and operated effectively 
during 2015. 

Whistleblowing
The Audit Committee reviews the 
adequacy and security of the Group’s 
whistleblowing arrangements for its 
employees and contractors to raise 
concerns, in confidence, about possible 
wrongdoing in financial reporting 
or other matters. Under the Group’s 
Whistleblowing Policy, any concern that 
an employee has should be raised with 
their line manager, however this may not 
always be appropriate and a dedicated 
contact number is in place enabling 
employees to discuss the concern directly 
with the Head of Compliance, who will 
undertake an initial assessment and 
decide if an independent investigation 
is required.

In respect of the year under review, a 
report on whistleblowing was considered 
by the Audit Committee which concluded 
that there were no areas of concern which 
were significant or demonstrated material 
weaknesses in internal controls during 
the year. In 2016 the Audit Committee will 
be reviewing the current whistleblowing 
arrangements to ensure they encourage 
a culture of openness. Further, in line 
with many other companies, the Audit 
Committee will consider the appointment 
of an independent third-party provider to 
operate the whistleblowing line. 
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Internal audit
The Group has an independent and 
objective Group Internal Audit (“GIA”) 
function. The GIA Director reports directly 
to the Audit Committee Chair and to the 
CEO for administrative purposes. The GIA 
Director meets with the Audit Committee 
Chair on a frequent basis and periodically 
with the whole Audit Committee without 
management present.

The Audit Committee reviewed and 
approved the GIA Risk Assessment and 
Plan of Work (“GIA Plan”) including the 
adequacy of resources and skills available. 
The GIA Director utilises specialist 
knowledge from external consultants 
where appropriate, to supplement the 
skills of the GIA team. The GIA Director 
monitors changes to the business and the 
external environment throughout the year 
and considers whether any changes to 
the GIA Plan are needed. Any proposed 
changes are reviewed and approved by 
the Audit Committee. 

The Audit Committee receives regular 
reports on progress against the GIA Plan 
including reports on individual audits 
as well as thematic issues identified. 
The Audit Committee also reviews the 
effectiveness of management action 
plans to remediate GIA findings and 
receives reports from GIA on the progress 
management has made in implementing 
audit recommendations.

To assess the effectiveness of GIA in 
respect of 2015, the Audit Committee 
performed an internal review which 
included obtaining feedback from 
members of the Audit Committee as well 
as executive management. It also had 
regard to the CIIA guidance on effective 
internal audit in the financial services 
sector. The internal review concluded 
that the function was effective overall 
noting that while there were some areas 
for improvement, these had already been 
identified and were being acted upon by 
the GIA Director. 

External audit
The Audit Committee reviews and makes 
recommendations to the Board with 
regard to the appointment of the external 
auditor, their remuneration and terms 
of engagement. Reappointment of the 
external auditor is considered by the 
Audit Committee following a review of 
their effectiveness. 

KPMG LLP and its predecessor firm, 
KPMG Audit Plc, were appointed as the 
Company’s auditor in 2009. The current 
audit partner is Mike Peck who has been 
in place since 2014. The Audit Committee 
is cognisant of the new rules that the 
external audit contract should be put out 
to tender at least every 10 years. Given we 
are a newly listed company, we have not 
yet developed an audit tendering policy 
and we have continued to benefit from 
the continuity of service provided by our 
external auditor during this period of 
significant change. We will develop an 
audit tendering policy during 2016 and 
make further disclosures in this area in our 
2016 Annual Report and Accounts. We will 
commence a tender process no later than 
2018. The Audit Committee believes that 
this timetable is in the best interests of 
the Company.

During 2015, the Audit Committee 
Chair met the external auditor on a 
regular basis during the year to facilitate 
effective and timely communication. 
Arrangements have been put in place in 
2016 for the Audit Committee to meet 
the external auditor at least once a year 
without management present so that 
they can discuss their remit and raise any 
issues arising from the audit.

Processes are in place to safeguard the 
independence of the external auditor, 
including controls around the use of the 
external auditor for non-audit services. 
Details of the Non-Audit Services Policy 
are set out on page 69. In addition, during 
the year the Audit Committee approved 
a Policy on the Employment of Former 
Employees of the External Auditor 
which provides further assurance of the 
auditor’s independence. 

In considering the reappointment 
of the external auditor, the Audit 
Committee assessed the effectiveness 
of KPMG LLP through a number of 
steps including: i) agreement of their 
engagement letter and fees; ii) a review 
of the external audit plan, including the 
experience of the audit team assigned; 
iii) an evaluation of the reports issued 
following inspections of KPMG LLP by 
the Financial Reporting Council’s Audit 
Quality Review team; iv) a review of the 
clarity and thoroughness of KPMG LLP’s 
written reports and contribution to Audit 
Committee discussions; and v) a review of 
non-audit fees to confirm compliance with 
the Group’s Non-Audit Services Policy. 

Following the review, and having given 
consideration to the performance, 
quality of the services provided and 
independence of the external auditor, 
the Audit Committee recommended to 
the Board that a resolution to reappoint 
KPMG LLP be proposed at the 2016 
AGM. This recommendation was 
approved by the Board in March 2016 
and the reappointment of KPMG LLP as 
external auditor is included in the 2016 
AGM Notice. 

Audit Committee effectiveness 
The Audit Committee undertook a review 
of its own effectiveness as part of the 
wider Board and Committee evaluation 
exercise undertaken in Q4 2015. The  
review took the form of an internal 
evaluation and was conducted by way 
of a questionnaire that was issued to all 
Audit Committee members. 

The review covered various areas 
including the role and remit of the Audit 
Committee; the effectiveness of the 
Chair; the appropriateness of information 
provided to the Audit Committee; 
and the relationship with management. 
The Audit Committee discussed the 
outcome of the review in 2016. The Audit 
Committee confirmed that it operated 
effectively and there were no significant 
areas for concern. Further information 
about the Board and Committee 
effectiveness process is set out on pages 
56 and 57. 

Audit Committee Report 
continued
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Service Approval required

Service not previously  
pre-approved regardless of fee

Audit Committee

Any engagement greater than £100,000 Audit Committee

Pre-approved services between £20,000 and 
£100,000

CFO 

Pre-approved services less than £20,000 Direct report to the CFO

Non-audit services 
To ensure the independence of the 
external auditor, the Audit Committee 
has adopted a formal policy on the 
engagement of the auditor to perform 
non-audit services. 

Under the Non-Audit Services Policy 
the external auditor is prohibited 
from undertaking any work that 
is considered to threaten its 
independence or objectivity in its role. 
Prohibited work specifically includes 
bookkeeping services, the design and 
implementation of financial information 
systems, appraisal or valuation services, 
actuarial or legal services, and any 
other work that would involve the 
external auditor in preparing financial 
information that is included or disclosed 
in the audited financial statements, or in 
making judgements or taking decisions 
on behalf of management. 

The external auditor is permitted to 
undertake work in other areas as long 
as it is the most suitable supplier of the 
service and the terms and conditions 
of the engagement, including the level 
of the fee, do not impair its objectivity 
or independence. Under the Policy, 
the Audit Committee pre-approves 
the use of the external auditor for 
routine non-audit services, such as 

profit verifications and country-by-
country reporting.

Agreement to use the external 
auditor for non-audit services must be 
approved as set out below. 

When determining whether the 
external auditor is the most suitable 
supplier of a particular service, 
management and the Audit Committee 
take into account the cost-effectiveness 
of the service and the external auditor’s 
knowledge of the Group. KPMG LLP 
has policies and procedures in place 
to ensure that the highest standards of 
objectivity, independence and integrity 
are maintained, and these comply with 
the Auditing Practices Board’s Ethical 
Standards for Auditors. The audit 
engagement partner must approve 
any non-audit services offered to the 
Group. This ensures that the objectives 
of the proposed engagement are 
not inconsistent with the objectives 
of the audit; allows the identification 
and assessment of any related threats 
to KPMG LLP’s objectivity; and 
assesses the effectiveness of available 
safeguards to eliminate such threats 
or reduce them to an acceptable level. 
KPMG LLP do not carry out non-
audit services where no satisfactory 
safeguards exist. 

During the year the external auditor was 
engaged to perform the following non-
audit services: 

Non-audit services

a

b
c

d

f

e

a Corporate finance services  41%

b Audit-related assurance services  16%

c Taxation compliance services  2%

d Other taxation advisory services  20%

e Other assurance services  11%

f Other services  10%

The above services resulted in total  
non-audit services being provided of 
£0.8 million. Corporate finance services 
included Reporting Accountant work on 
the Group’s IPO totalling £0.3 million. 

In 2015 the ratio of non-audit services to 
the external audit fee was 160 per cent, 
reflecting the considerable extent of work 
required from a Reporting Accountant for 
an IPO. It is not expected that this level of 
fees will continue. Further information on 
the total fees and non-audit fees paid to 
the external auditor is detailed in Note 16 
of the financial statements on page 159. 



Risk Committee at a glance

• The Risk Committee is composed 
of a majority of Independent Non-
Executive Directors, one of whom 
chairs the meetings, in line with The 
Walker Review recommendations:

–  Peter Shaw (Chair), Independent 
Non-Executive Director

–  Peter Cartwright, Non-
Executive Director1

–  John Hitchins, Independent  
Non-Executive Director

–  Robert Sharpe, Independent  
Non-Executive Director

–  Chris Stamper, Independent  
Non-Executive Director

1  Neil Cochrane appointed as his alternate

• Regular attendees at meetings 
of the Risk Committee include 
the CRO, CEO, CFO, divisional 
Managing Directors, Group 
Internal Audit Director, Company 
Secretary and representatives from 
the Group’s external auditor

• The Risk Committee’s key role is 
to provide oversight of and advice 
to the Board on the current risk 
exposures and future risk strategy 
of the Group, including the 
development and implementation 
of the Group’s Risk Management 
Framework and for ensuring 
compliance with the Group’s 
approved risk appetite

• The Risk Committee’s terms 
of reference are reviewed 
annually and are available at 
www.investors.aldermore.co.uk

Corporate governance
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Risk Committee Report

During the year, a detailed review of risk 
resourcing was undertaken to ensure the 
appropriate skills and capacity resides 
in the Group to support the strategic 
growth and development plans. 

The following sections discuss the 
activities of the Risk Committee and 
explain how it has discharged its 
responsibilities. It provides highlights 
of the key matters discussed during 
2015. This has included the significant 
work on the enhancement to the Risk 
Management Framework, its linkage to 
the redesigned Risk Appetite Framework, 
and the focus on business and strategic 
objectives. We have, in conjunction 
with the above, reviewed in detail our 
principal risks and the activity of the Risk 
Committee has been aligned to providing 
effective oversight of the risk framework, 
appetite and risk profile, as well as 
considering the emerging risks that we 
have and will continue to face over the 
coming year. 

The agenda for 2016 will include the 
continued development and embedding 
of the Risk Management Framework, 
together with the ongoing enhancement 
of the Risk Appetite Framework and 
associated metrics and processes. Finally, 
it is important that the risk management 
functions across both first and second 
lines of defence have sufficient resources 
and skills to support our risk strategies 
and plans, and the Risk Committee will 
ensure this is kept under review. 

Peter Shaw
Chair of Risk Committee

Dear Shareholder
I am pleased to present this first report 
since my appointment as Chair of the Risk 
Committee in February 2015. 

As noted in the introductory letter from 
the Chair of the Audit Committee, in line 
with best practice and in preparation for 
the IPO, the Board agreed during 2014 
to separate the previously combined 
Audit and Risk Committee. This revised 
structure has enabled the Risk Committee 
to focus on risk oversight and provide 
advice to the Board on the current risk 
exposures of the Group and future 
risk strategy. 

In June 2015 we welcomed Robert 
Sharpe to the Risk Committee. I am also 
delighted that other Directors, who all 
have a standing invitation to meetings 
of the Risk Committee, have regularly 
attended meetings and provided 
valuable contributions. 

Aldermore has embraced an enormous 
amount of change over 2015, as we have 
strengthened our Risk Management 
Framework and controls in line with 
our business aspirations. This has been 
the focus of dedicated resources and, 
in line with best practice for banks and 
expectations of a publicly listed company, 
we have enhanced and implemented 
our risk appetite metrics, taken 
strategic decisions over our outsourcing 
arrangements, invested in systems and 
redesigned the primary risk control 
documents to support a more effective 
risk management environment. 
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Time spent in 2015

a

b

c

d

e

Key topics discussed at Risk Committee meetings since 1 January 2015

In addition, regular reports included 
updates on regulatory matters, 
implementation of the RAF and cyber 
security, and a report from the CRO 
covering performance against the risk 
appetite metrics, escalated items from 
the businesses and emerging risks is 
provided at each meeting.

Month Key topics Action

Mar 2015

Review of the Internal Capital Adequacy Assessment Process (“ICAAP”) and Risk Appetite Framework 
(“RAF”)

Amendments to the Individual Liquidity Adequacy Assessment (“ILAA”)

May 2015
Risk Strategy report from the CRO, which aimed to ensure risk management was fully aligned with the 
Group’s strategic objectives

Jun 2015
Report from the Money Laundering Reporting Officer

Post-IPO updates to the ICAAP

Jul 2015

Update on resourcing within the Risk function, including proposed restructuring to ensure sufficient 
delineation between the first and second line credit functions

Annual programme of agenda items for Risk Committee meetings in 2016

Sep 2015

Presentation from Managing Director – Savings on the embedding of risk management within the Savings 
Division

Revisions to the Conduct Risk Policy

Anti-Bribery and Corruption Policy

Oct 2015

Presentation from Group Managing Director – Business Finance on the embedding of risk management 
within the Business Finance Division

Adoption of new Reputational Risk Policy

Framework outlining the approach to stress testing

Dec 2015

Operational risk framework and the business assurance framework

Revisions to the Risk Management Framework (“RMF”)

Presentation of the Recovery and Resolution Plan (“RRP”)

Proposed scenarios for use in the 2016 ICAAP and Reverse Stress Testing assessments

Feb 2016

Annual review of RAF

Operational Risk Management Framework

Update on products approved and credit policy changes in H2 2015

Key
 Reviewed
  Recommended  
to Board

 Approved

“Aldermore has embraced an enormous amount of change over 
2015, as we have strengthened our Risk Management 

Framework and controls in line with our business aspirations.”
Peter Shaw, Chair of Risk Committee 

a  Capital and liquidity
 management and stress testing 11%

b Governance 11%

c Regulatory matters 16%

d Risk frameworks and policies 13%

e  Risk strategy, risk profile
 and risk appetite 49%

Responsibilities of the Risk Committee
• Oversee the Group’s overall 

risk appetite, risk tolerance and 
risk strategy

• Monitor the risk profile against the 
Board-approved risk appetite

• Oversee the development, 
implementation and 
effectiveness of the overall Risk 
Management Framework

• Monitor the effectiveness of the 
Group’s risk management and internal 
control systems

• Review the stress and scenario 
testing of the Group’s strategic and 
business plans

• Ensure the adequacy of compliance 
with regulatory requirements 
(including the ICAAP and ILAA) and 
recommend to the Board for approval

• Review and monitor activities,  
independence and effectiveness of 
the Risk function, including  
Compliance 

• Review risk-related Group policies for 
recommendation to the Board

• Provide advice to the Remuneration 
Committee on principles and 
deliverables that will ensure that the 
determination of remuneration fully 
reflects risk performance



Areas of focus
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Details of key matters discussed by 
the Risk Committee during the year 
are set out on page 71. In addition, 
pages 38 to 43 provide a summary of 
risk management within the Group; 
developments during 2015 and priorities 
for 2016; the principal and current 
strategic risks faced by the Group; and key 
mitigating actions. Further information on 
the Group’s approach to risk, including 
the associated governance framework 
for managing risk, stress testing and a full 
analysis of the principal risks is set out in 
the risk management section on pages 
105 to 130. 

Risk appetite 
During early 2015, the opportunity 
was taken to re-examine the Group’s 
risk appetite and the RMF. This was 
undertaken in support of the Group’s 
growth aspirations and the planned 
IPO, to ensure that the foundations 
for risk management were in line with 
growth objectives.

The Risk Committee reviewed the RAF, 
which was designed to ensure alignment 
of the overarching risk appetite with 
the Group’s strategic plans. The RAF 
was structured around the principal 
risks relevant to the Group and ensures 
appropriate metrics are in place to 
monitor performance against risk 
appetite limits. 

The Risk Committee monitored the 
implementation of the RAF during 
2015, and received regular updates 
from the CRO and business divisions. 
The RAF includes procedures to support 
the escalation of significant matters 
as appropriate, aiding enhanced risk 
awareness across the Group. During the 
year, further enhancements were made to 
the RAF metrics, reflecting the dynamic 
nature of the Group’s RMF. 

Strategic and emerging risks 
The Risk Committee received regular 
reports covering business and strategic 
risks, as part of the briefing provided at 
each meeting from the CRO. The reports 
also included coverage of emerging risks 
and any areas being closely monitored, 
which include economic and sector-
specific events. Annually, the CRO 
provides the Risk Committee with a 
report on the key risks which are relevant 
to the Group’s strategic objectives. 
These risks are then monitored during 
the year. 

The Risk Committee reviewed a Risk 
Strategy document which outlined how 
the Group’s strategy would be supported 
through the development of the RMF 
and enhancements to risk management 
across the Group. The Risk Committee 
reviewed and recommended the RMF 
to the Board for approval. The RMF 
documents the overarching approach 
to how we manage risk, which includes 
ensuring risk management is fully aligned 
with the Group’s strategy and that risk is 
undertaken within clearly defined limits.

Credit risk 
The Risk Committee closely 
monitored the Group’s credit risk 
profile and performance against risk 
appetite. At each meeting, the Risk 
Committee received an update on 
credit performance, an overview of 
the portfolio composition and key 
trends. Emerging risks and economic 
developments were considered, with the 
Risk Committee considering any potential 
impact on the Group’s risk profile and 
appetite limits. 

Over the year, the Risk Committee 
received updates on material credit policy 
changes, providing an overview of credit 
policy developments. This included the 
review and approval of the Group’s Credit 
Mandate Policy and the Concentration 
Risk Policy. 

Operational risk
During the year, the Risk Committee 
received a number of updates on 
operational risk matters including a 
detailed review of the effectiveness of 
operational risk system and processes, 
which covered business assurance 
controls, risk event management 
as well as business continuity and 
disaster recovery arrangements. 
As part of the continued development 
of the systems and controls in place 
to support the control environment, a 
revised Operational Risk Management 
Framework was approved in February 
2016. The Risk Committee also reviewed 
and recommended for Board approval 
the Group’s Reputational Risk Policy. 

Cyber security and cyber risk 
management has been an important 
area of focus for the Group during 
2015. Security enhancements were 
implemented during the year as part of a 
security review programme and the Risk 
Committee received quarterly updates on 
these improvements. 

In addition, the Risk Committee 
monitored the performance of key 
systems, significant projects, as 
well as noting material outsourced 
arrangements, which are also monitored 
actively within the revised risk 
appetite metrics. 

The Risk Committee received the annual 
report from the Money Laundering 
Reporting Officer which covers various 
areas including the Group’s arrangements 
for anti-money laundering, “Know 
Your Customer”, financial crime and 
fraud prevention, and anti-bribery 
and corruption.

Conduct risk management was an area of 
focus for 2015, and the Risk Committee 
received updates on conduct risk 
management and approved the revised 
Conduct Risk Policy. Conduct risk forms 
part of the RAF and the Risk Committee 
actively monitors conduct risk through 
this framework. 

Additionally, the Risk Committee receives 
updates twice a year on the approvals of 
new products and revisions to existing 
products, which have been reviewed by 
the Product and Pricing Committee.

Risk Committee Report 
continued
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Capital, liquidity and 
stress testing
The Risk Committee monitored market, 
liquidity and capital risks, receiving 
regular updates on key metrics. 
Regulatory developments were also 
considered in relation to the Group’s 
approach to stress testing with the Risk 
Committee approving the revised Stress 
Testing Framework, which applies to 
capital, liquidity and operational risk 
stress testing. It also reviewed and 
considered the ICAAP, ILAA and RRP 
documents, recommending these to 
the Board for approval. The ICAAP was 
considered twice during the year, once in 
March 2015 and again in July 2015, after 
the IPO. 

Regulatory developments 
The Risk Committee received regular 
updates on regulatory developments 
and considered the impact on the 
Group’s plans, operational processes, 
systems and controls. Major areas of 
regulatory development considered by 
the Risk Committee included aspects 
of CRD IV, changes in the depositor 
protection scheme and the Senior 
Managers Regime. The Risk Committee 
recognises the level of regulatory change 
has increased significantly and is likely 
to continue over the coming years, and 
a standing regulatory update is now 
included in its meeting programme to 
ensure it keeps abreast of developments. 

Risk Committee effectiveness
The Risk Committee undertook a review 
of its own effectiveness as part of the 
wider Board and Committee evaluation 
exercise undertaken in Q4 2015. The  
review took the form of an internal 
evaluation and was conducted by way of 
a questionnaire that was issued to all Risk 
Committee members.

The review covered various areas 
including the role and remit of the Risk 
Committee; the effectiveness of the 
Chair; the appropriateness of information 
provided to the Risk Committee; and the 
relationship with management. The Risk 
Committee discussed the outcome of 
the review in 2016. The Risk Committee 
confirmed that it continued to operate 
effectively and there were no significant 
areas for concern. Further information 
about the effectiveness process is set out 
on pages 56 and 57.



Remuneration Committee at a glance

• The Remuneration Committee is 
composed of three Independent 
Non-Executive Directors and the 
Company Chairman, which meets 
with Code requirements:

–  Cathy Turner (Chair), 
Independent Non-
Executive Director

–  Danuta Gray, Senior 
Independent Director

–  Glyn Jones, Company Chairman

–  Peter Shaw, Independent Non-
Executive Director

• Regular attendees at meetings 
of the Remuneration Committee 
include the CEO, Group HR 
Director, Company Secretary and 
FIT Remuneration Consultants 
LLP (who provide independent 
remuneration consultancy services)

• The Remuneration Committee’s 
key role is to set the remuneration 
policy and individual terms for the 
Executive Directors, Chairman 
and other members of the senior 
management team

• Remuneration for the Non-
Executive Directors is determined 
by the Board of Directors

• No person participates in any 
discussion relating to their 
own remuneration

• The Remuneration Committee’s 
terms of reference are reviewed 
annually and are available at 
www.investors.aldermore.co.uk

Corporate governance
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Remuneration Committee Report

Dear Shareholder
This report provides an overview of the 
Remuneration Committee’s activities 
since 1 January 2015.

You will find our Remuneration Report on 
pages 82 to 103. This includes the Annual 
Report on Remuneration, which sets out 
how we have remunerated the Executive 
and Non-Executive Directors over the 
year ended 31 December 2015, and the 
Directors’ Remuneration Policy.

The current members of the 
Remuneration Committee are set out in 
the “at a glance” box. However, I would 
also like to extend my thanks to Peter 
Cartwright, who stepped down as a 
member of the Remuneration Committee 
at IPO, for his valuable input and support 
during his tenure.

In the early part of 2015, the 
Remuneration Committee focused on 
ensuring that the Group had effective and 
appropriate remuneration arrangements 
in place ahead of its proposed listing. 
This included the finalisation of its 

Directors’ Remuneration Policy for 
inclusion in the IPO Prospectus and the 
design of a balanced scorecard approach 
to the executive annual bonus scheme. 
Later in 2015, in addition to monitoring 
executive pay and bonus schemes, 
the Remuneration Committee also 
oversaw the launch of our first Sharesave 
invitation and received updates from 
its remuneration adviser on regulatory 
developments. The European Banking 
Authority’s final guidelines on the 
remuneration provisions in the Capital 
Requirements Directive, which contains 
pay structure and policy rules for banks, 
was of particular relevance to the 
Group, and I provide an explanation of 
how this may impact our remuneration 
arrangements going forward in my 
introductory letter to the Remuneration 
Report on pages 82 and 83. 

Looking ahead to 2016, the Remuneration 
Committee will monitor the impact of the 
European and other regulatory changes 
to ensure our Directors’ Remuneration 
Policy remains appropriate and that 
we have effective and performance-
based remuneration practices that are 
well governed.

Cathy Turner
Chair of Remuneration Committee

Responsibilities of the Remuneration Committee
• Setting remuneration policy for 

Executive Directors and senior 
management, and making 
recommendations to the Board on 
overall remuneration costs

• Determining individual remuneration 
arrangements for the Executive 
Directors, senior management and 
other staff falling within the remit 
of the FCA and PRA Remuneration 
Codes (“Identified Staff”)

• Approving the Chairman’s 
remuneration

• Reviewing pay and bonus allocations 
across the wider Group

• Reviewing the design of performance-
related incentive schemes for 
recommendation to the Board. 
Once in place, agreeing targets and 
assessing the outcomes

• Reviewing recruitment and 
termination arrangements for 
Executive Directors, senior 
management and Identified Staff

• Engaging with shareholders on 
remuneration-related matters



Key topics discussed at Remuneration Committee meetings since 1 January 2015
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Key
 Reviewed
  Recommended 
to Board

 Approved

Committee effectiveness
The Remuneration Committee undertook a review of its own effectiveness as part of the wider Board and Committee evaluation 
exercise undertaken in Q4 2015. The review took the form of an internal evaluation and was conducted by way of a questionnaire 
that was issued to all Remuneration Committee members.

The review covered various areas including the role and remit of the Remuneration Committee; the effectiveness of the 
Chair; the appropriateness of information provided to the Remuneration Committee; and the relationship with management. 
The Remuneration Committee discussed the outcome of the review in 2016. The Remuneration Committee confirmed that 
it continued to operate effectively and there were no significant areas for concern. Further information about the Board and 
Committee effectiveness process is set out on pages 56 and 57.

a Governance 15%

b  Individual remuneration 
 arrangements 20%

c  Performance-related 
 incentive schemes  24%

d Recruitment & termination 11%

e Regulatory 9%

f  Remuneration arrangements
  in wider Group  14%

g Setting remuneration policy  7%

ag

b

c
d

f

e

Time spent in 2015

Month Key topics Action

Feb 2015

Proposed payouts under the general (all-employee) and discretionary bonus schemes  
and 2015 salary reviews

Design of the 2015 AIP bonus scheme, including performance measures and weightings

Directors’ Remuneration Policy

Grants under the PSP

Jul 2015

2015 Sharesave invitation

AIP and PSP performance outlook

Impact of regulatory developments on remuneration arrangements

Annual programme of agenda items for Remuneration Committee meetings in 2016 

Oct 2015

AIP performance outlook

2015/16 pay and bonus proposals

Replacement of sales incentive plans with a balanced scorecard approach

Policy on buy-outs and terminations

Jan 2016
Compliance with share ownership guidelines and anti-hedging policy

Annual review of the Chairman’s remuneration

Annual review of the Directors’ Remuneration Policy

Feb 2016
Annual reporting, including Remuneration Report and Pillar 3 disclosures

2015 AIP outturn and payouts under the general (all-employee) bonus scheme

2016 salary reviews and proposed awards under the PSP and RSP

In addition, regular reports included 
updates on changes to Identified 
Staff, treatment of joiners and leavers, 
and consideration of market and 
regulatory updates.
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The Directors present their report and the financial statements of the Group for the year ended 31 December 2015. As permitted by 
legislation, some of the matters normally included in the Directors’ Report are included by reference as detailed below.

Requirement Detail Where to find further information:

Section Location

Business review  
and future  
developments

Information regarding the business review and future developments, 
key performance indicators and principal risks are contained within 
the Strategic report.

Strategic report Pages 6 and 26 
to 37 (Business 
review and future 
developments)

Page 20 
(Key performance  
indicators)

Pages 40 and 41 
(Principal risks)

Corporate governance  
statement

The corporate governance section provides full disclosure of the 
Group’s corporate governance arrangements. Prior to the IPO in 
March 2015, the Group was not required to follow the UK Corporate 
Governance Code 2014 (“the Code”) although it did take account of 
its principles. The Group has complied fully with the provisions of the 
Code since the IPO.

Corporate  
governance

Pages 45 to 80

Results The results for the year are set out in the income statement. 
The profit before taxation for the year ended 31 December 2015 
was £94.7 million (2014: £50.3 million). A full review of the financial 
performance of the Group is included within the Strategic report.

Income statement

Strategic report

Page 137

Pages 3 to 43

Dividend The Directors do not propose to recommend a final dividend in 
respect of the year ended 31 December 2015. 

– –

Financial  
instruments

The Group uses financial instruments to manage certain types of 
risk, including liquidity and interest rate risk. Details of the objectives 
and risk management of these instruments are contained in the risk 
management section.

Risk management Pages 122 to 126

Post balance  
sheet events

There have been no material post balance sheet events. – –

Share capital At 31 December 2015, the Company’s share capital comprised 
344,739,584 ordinary shares of £0.10 each.

The Company did not repurchase any of the issued ordinary shares 
during the year or up to the date of this report. On IPO, 1,593,839 
deferred shares of £0.10 each and 131,593,114 deferred shares of 
£0.0001 each were repurchased from shareholders as part of a 
share capital reorganisation. This represented 100 per cent of the 
deferred shares in issue at the time of the repurchase, and the total 
consideration paid was £1. 

Details of the Company’s share capital and movements in the 
Company’s issued share capital during the year are provided in Note 
35 to the consolidated financial statements.

The powers of the Directors, including in relation to the issue or buy 
back of the Company’s shares, are set out in the Companies Act 
2006 and the Company’s Articles of Association. The Directors were 
granted authorities to issue and allot shares and to repurchase shares 
at a general meeting on 9 March 2015. These authorities expire at the 
end of the next Annual General Meeting or, if earlier, on 30 June 2016. 
Shareholders will be asked to renew the authority to issue and allot 
shares at the 2016 AGM.

Note 35 to the 
consolidated 
financial statements

Page 169

Directors’ Report 
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Section Location

Rights and obligations 
attaching to shares

There are no restrictions on the transfer of the Company’s ordinary 
shares or on the exercise of the voting rights attached to them, except 
for:

−  where the Company has exercised its right to suspend their voting 
rights or prohibit their transfer following the omission by their 
holder or any person interested in them to provide the Company 
with information requested by it in accordance with Part 22 of the 
Companies Act 2006; or

−  where their holder is precluded from exercising voting rights by 
the Financial Conduct Authority’s Listing Rules or the City Code on 
Takeovers and Mergers.

All the Company’s ordinary shares are fully paid and rank equally in all 
respects and there are no special rights with regard to control of the 
Company.

Under the Relationship Agreement entered into by the Principal 
Shareholders, AnaCap Derby Co-Investment (No.1) L.P. has agreed 
for so long as it holds in excess of 4.99 per cent of the ordinary 
shares in the Company, that save in limited circumstances, it shall 
not exercise any voting rights in respect of, or sell or transfer (except 
for a permitted sale or transfer), any ordinary shares in the Company 
beneficially owned, directly or indirectly, by it.

– –

Employees The Group is committed to employment policies, which follow best 
practice, based on equal opportunities for all employees, irrespective 
of gender, race, colour, age, disability, sexual orientation or marital or 
civil partner status. The Group is committed to ensuring that disabled 
people are afforded equality of opportunity in respect to entering 
and continuing employment within the Group. This includes all stages 
from recruitment and selection, terms and conditions of employment, 
access to training and career development.

Information on employee involvement and engagement can be found 
in the Strategic report.

Strategic report Pages 22 and 23

Directors The names and biographical details of the current Directors who 
served on the Board during 2015 and up to the date of this report are 
provided in the corporate governance section and are incorporated 
into the Directors’ Report by reference.

The following changes to the composition of the Board have occurred 
since 1 January 2015:

John Callender Resigned 27 February 2015

Robert Sharpe  Appointed 29 June 2015

Corporate 
governance –  
Board of Directors

Pages 46 and 47

Disclosure of information 
under Listing Rule 9.8.4R

Details of any long-term incentive schemes Note 36 to the 
consolidated 
financial statements

Pages 170 to 172

Allotments for cash of equity securities otherwise than to 
shareholders in proportion to their holdings

Note 35 to the 
consolidated 
financial statements

Page 169

Agreement with the Principal Shareholders Relations with 
shareholders

Page 59
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Requirement Detail Where to find further information:

Section Location

Appointment and 
retirement of Directors

The appointment and retirement of the Directors is governed by the 
Company’s Articles of Association, the Code and the Companies Act 
2006. The Company’s Articles of Association may only be amended 
by a special resolution passed by shareholders at a general meeting.

In accordance with the Code, all of the Directors will retire and offer 
themselves for reappointment or appointment (in the case of Robert 
Sharpe) at the 2016 AGM.

Under the Relationship Agreement, the Principal Shareholders are 
entitled for such time as they have: (i) an interest of 20 per cent or 
more in the Company, to appoint two Non-Executive Directors; 
and (ii) less than a 20 per cent interest but an interest of 10 per cent 
or more in the Company, to appoint one Non-Executive Director. 
Such appointments are subject to election/re-election at the AGM.

Corporate 
governance – 
Election and 
re-election

Pages 54 and 55

Directors’ indemnities The Directors who served on the Board during 2015 and up to 
the date of this report have benefitted from qualifying third-party 
indemnity provisions by virtue of deeds of indemnity entered into by 
the Directors and the Company. The deeds indemnify the Directors 
to the maximum extent permitted by law and by the Articles of 
Association of the Company, in respect of liabilities (and associated 
costs and expenses) incurred in connection with the performance 
of their duties as a Director of the Company and any associated 
company, as defined by section 256 of the Companies Act 2006.

The Group also maintains Directors’ and Officers’ liability insurance 
which provides appropriate cover for legal actions brought against its 
Directors.

– –

Significant  
agreements

There are no agreements between any Group company and any of its 
employees or any Director of any Group company which provide for 
compensation to be paid to an employee or a Director for termination 
of employment or for loss of office as a consequence of a takeover of 
the Company.

There are no significant agreements to which the Company is a party 
that take effect, alter or terminate upon a change of control following 
a takeover bid for the Company.

– –

Substantial 
shareholdings

In accordance with the Disclosure and Transparency Rules, the 
Company (as at the last practicable date before publication of the 
Annual Report and Accounts) has been notified of the following 
interests in its ordinary share capital:

Shareholder

Ordinary 
shares 

held

% of 
voting 
rights

Nature of 
holding

AnaCap Financial Partners 
L.P.1 28,702,806 8.33% Direct

AnaCap Financial Partners 
II L.P.1 37,964,311 11.01% Direct

AnaCap Derby  
Co-Investment (No. 1) L.P.1 38,821,660 11.26% Direct

AnaCap Derby  
Co-Investment (No. 2) L.P.1 32,897,211 9.54% Direct

Morgan Stanley 
(Institutional Securities 
Group and Global Wealth 
Management) 17,870,188 5.18%

Qualifying 
Financial 

Instrument

1  These shareholdings represent the interests of the Principal Shareholders who hold 40.14 
per cent of the ordinary shares in the Company.

– –

Directors’ Report 
continued
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Political donations The Group made no political donations during the year. – –

Research and 
development activities

The Group does not undertake formal research and development 
activities. However, new products and services are developed in each 
of the business lines in the ordinary course of business in accordance 
with the Group’s product and pricing governance framework. Under 
this framework all new products, campaigns and business initiatives 
are reviewed and approved by the Group’s Product and Pricing 
Committee. In addition to new products and services, the Group also 
invests in internally generated intangible assets including computer 
systems. Further details can be found in Note 24.

Note 24 to the 
consolidated 
financial statements

Pages 165 and 166

Emissions reporting Details relating to required emissions reporting are set out in the 
table overleaf.

Directors’ Report Page 80

Going concern The financial statements are prepared on a going concern basis, 
as the Directors are satisfied that the Group has the resources to 
continue in business for the foreseeable future (which has been taken 
as 12 months from the date of approval of the financial statements). In 
making this assessment, the Directors have considered a wide range 
of information relating to present and future conditions, including the 
current state of the balance sheet, future projections of profitability, 
cash flows and capital resources, and the longer term strategy of the 
business. The Group’s capital and liquidity plans, including stress 
tests, have been reviewed by the Directors. The Group’s forecasts 
and projections show that it will be able to operate at adequate levels 
of both liquidity and capital for the foreseeable future, including 
under a range of stressed scenarios. After making due enquiries, the 
Directors believe that the Group has sufficient resources to continue 
its activities for the foreseeable future and to continue its expansion, 
and the Group has sufficient capital to enable it to continue to meet 
its regulatory capital requirements as set out by the Prudential 
Regulation Authority.

– –

Disclosure of information 
to auditors

Each person who is a Director at the date of this Directors’ Report 
confirms that:

–  so far as the Director is aware, there is no relevant audit 
information of which the Group’s auditors are unaware; and 

–  he or she has taken all the steps that he or she ought to have taken 
as a Director to make himself or herself aware of any relevant audit 
information and to establish that the Group’s auditor is aware 
of that information. This confirmation is given and should be 
interpreted in accordance with the provisions of the Companies 
Act 2006.

– –

Auditor KPMG, the auditor of the Company since 2009, have expressed their 
willingness to continue in office as auditor and a resolution in respect of 
their reappointment will be proposed at the 2016 AGM.

Audit Committee 
Report

Page 68

Annual General 
Meeting (AGM)

The AGM will be held at 10.30am on 17 May 2016 at the offices of 
Linklaters LLP, 1 Silk Street, London, EC2Y 8HQ. The Notice of AGM, 
together with an explanation of the items of business to be discussed 
at the meeting, will be posted to shareholders and made available on 
the Group’s website.

Group website www.investors.
aldermore.co.uk
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Emissions reporting

Greenhouse gas emissions 
The Group’s greenhouse gas (“GHG”) 
emissions for 2015 were 721 tonnes 
of carbon dioxide equivalent (tCO2e) 
equating to 0.85 tCO2e per employee. 
As this is the first year of reporting for 
the Group, there is no base year for 
comparison and no stated emissions 
targets against which to report. In 2016, 
the Group expects to establish an 
energy baseline against which it can 
report in future years.

GHG emissions for the Group have 
been collated and calculated for all 
UK operations where the Group is 
responsible for the combustion of fuel or 
energy used in the operation of facilities 
occupied by the Group. 

Reporting period 
The reporting period for emissions 
corresponds with the Group’s financial 
reporting period.

GHG scope of disclosure and 
omissions
As this is the first year of reporting, GHG 
emissions disclosure will be limited to 
Scope 1 and Scope 2 emissions only as 
data was not readily available for Scope 
3 emissions. Scope 1 includes fuel 
emissions from buildings and company 
vehicles and Scope 2 includes our 
emissions from electricity. Disclosure of 
Scope 3 emissions is voluntary under 
the regulations. 

Heat and electricity supplied by 
landlords to premises occupied by the 
Group, where the heat or electricity 
is not separately reported or charged 
outside of the general building 
service charge, has not been included 
in this year’s report due to lack of 
data. Methods to obtain this data or 
reliable methods for estimation will be 
investigated and if suitably accurate 
data can be obtained then this will be 
included in future year’s reports. 

GHG data integrity and 
calculation method
The data included in this report has 
been taken from multiple sources, 
namely: utility billed data, existing 
internal calculations, existing external 
calculations from landlords, and 
expense claims in relation to transport 
usage. It has not been possible to obtain 
some data for the aforementioned 
reporting period. Where this is 
the case, data has been estimated 
either by using data from an earlier 
period or extrapolating existing data. 
Fuel consumption from vehicles for 
business travel was estimated from 
expense claim costs.

Conversion factors used in this report 
have been taken from the Department 
for Environment, Food & Rural Affairs’ 
Greenhouse Gas Conversion Factor 
Repository and the report has been 
compiled in line with the Department 
for Environment, Food & Rural Affairs’ 
Environmental, Reporting Guidelines: 
including mandatory greenhouse gas 
emissions reporting guidance.

GHG reduction plan
The Group is committed to reducing 
GHG emissions. The opportunities 
for energy savings identified through 
the Group’s ESOS (Energy Saving 
Opportunity Scheme) assessment, 
completed in January 2016, will 
be progressed and implemented 
as appropriate.

GHG data verification
All data used for GHG emissions 
reporting was compiled and calculated 
by JRP Solutions Ltd, an independent 
energy specialist.

GHG emissions summary (tCO2e)

Scope 2015

Scope 1 Company transport 237

Scope 2 Electricity 484

Total GHG emissions 721

Average number of employees 845

Total per employee 0.85

On behalf of the Board

Rachel Spencer
Company Secretary

9 March 2016
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