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CHAIRMAN’S INTRODUCTION TO G OVERNANCE

“The governance environment that
Alfa had in place as the Covid-19 crisis
unfolded, supported high-quality decisionmaking which ensured we maintained the
strong business momentum we had prior
to the pandemic.”

Andrew Page
Chairman of the Board and Founder

Board focus
areas in 2020

• Two new Non-Executive
Directors and Chief
Financial Officer.

• Special dividend
of 15 pence per
ordinary share.

• Performance of the

business, financially
and operationally.

• 2021 budget and

long-term strategic plan.

• Sales pipeline and

business development.

Dear shareholders,

On behalf of the Board, I am pleased
to present the Group’s corporate
governance report for the financial year
ended 31 December 2020. This report
outlines how the Board has ensured
that robust and appropriate governance
procedures are in place to ensure
effective and prudent management of
the Company that will deliver long-term
sustainable success for the benefit of our
shareholders and broader stakeholders.
In this report, we set out our approach
to corporate governance and provide
detail on the role of the Board of
Directors, followed by more detailed
sections on the work of each of the
three key Board Committees: the Audit
and Risk Committee, the Nomination
Committee and the Remuneration
Committee. Together, these give a clear
insight into how we manage corporate
governance principles and processes
within the Group.

Momentum in times of uncertainty
The emergence of the global Covid-19
pandemic provided an unprecedented
challenge to all companies, as boards and
senior management sought to understand
the implications of the pandemic for
their companies and the necessary steps
required to protect their businesses
and their stakeholders. The governance
environment that Alfa had in place as
the Covid-19 crisis unfolded, supported
high-quality decision-making which
ensured that we maintained the strong
business momentum we had prior to
the pandemic, whilst at the same time,
looking after the interests of all our
stakeholders, particularly our employees.
Further detail of how the Company
responded to these unprecedented
times is set out throughout this report
and is summarised on page 15.
Despite the initial challenges of 2020,
the Company exceeded expectations
and through a number of trading updates
issued in the second half of the year we
highlighted the increasing expectations
for full year revenue and profit. As a result
of Alfa’s strong performance, we were
delighted to announce a special dividend
in the amount of 15 pence per share,
which was paid to shareholders in
November 2020.

Strategic report

Governance
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Our approach to
corporate governance

Corporate governance at Alfa takes
a thoughtful and considered approach
involving the Board as well as other key
personnel to identify and apply the
principles of good corporate governance.
This means balancing the interests of
the Company’s many stakeholders, such
as shareholders, employees, customers,
suppliers and the communities we work
in. Strong governance helps to cultivate
a company culture of integrity and
stakeholder alignment, alongside corporate
structures that improve leadership,
accountability and effectiveness.
This brings a sharper focus to strategic
objectives and translates into better
decision-making which, in turn, drives
competitive advantage and growth and
results in stronger corporate performance
and a sustainable business model. The
Board has maintained a strong focus
during the year on the Company’s strategic
goals whilst ensuring that the Company
has the right people in place to deliver
on its strategy. During this period of
continued growth, it is vital to ensure that
the Company’s governance processes are
robust in order to ensure that the business
is protected and that all stakeholders’
interests are taken into account.

Culture, values and people

Alfa has fostered a strong Company culture
which is underpinned by a set of values
which ensure that everyone stays focused
on delivering our strategy whilst staying
true to who we are. The Board recognises
the importance of setting this culture and
ensuring that the necessary resources are
in place to allow our people to deliver the
Company’s strategy.
The Board is kept up to date on employee
engagement through the inclusion and
discussion of the Pulse survey results
which are collected on a bi-monthly
basis and presented to the Board by
the Chief Executive Officer. A focus
of the Company Leadership Team
this year has been ensuring the overall
welfare of our employees throughout
the Covid-19 pandemic.
The Board is satisfied that the approach
toward engagement with the workforce
described on pages 70 to 71 is robust.

Other information

Board changes during the year

We were delighted to appoint Adrian
Chamberlain and Charlotte de Metz to
the Board as Independent Non-Executive
Directors on 24 April 2020. I am pleased
to report that both Adrian and Charlotte
have brought extensive experience and
expertise and have made a massive
contribution to the Board. The Board
is doing an outstanding job of advising,
supporting and providing constructive
challenge to management. Duncan
Magrath joined Alfa in March 2020 as
Chief Financial Officer and was appointed
to the Board in April 2020. Duncan
has continued to transform the finance
function and has been a great addition
to the Company’s executive team.
I express my thanks to John Miller who
stood down as interim Chief Financial
Officer following Duncan’s appointment.
Finally, I would like to take this
opportunity to thank all of our
stakeholders for their continuing
support in these unprecedented times.

Andrew Page
Chairman of the Board and Founder
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Andrew Page

Andrew Denton

Duncan Magrath

Matthew White

Appointment
to the Board

Appointment
to the Board

Appointment
to the Board

Appointment
to the Board

Committees

Committees

Committees

Committees

Other appointments

Other appointments

Other appointments

Other appointments

Key strengths

Key strengths

Key strengths

Key strengths

Career and experience

Career and experience

Executive Chairman

May 2017

N

n/a

Andrew has considerable
senior management
experience and a deep
understanding of the
asset finance industry.
Andrew is one of the
founding Directors of Alfa.
Andrew became the Chief
Executive Officer in 2010
and the Executive Chairman
in September 2016. Andrew
provides commercial oversight
and with the Board sets the
strategic direction and goals
of the Company.

Chief Executive Officer

April 2017
n/a

n/a

Computer scientist by
training, considerable senior
management experience
and significant experience
in the asset finance industry.
Andrew joined Alfa in 1995
and became a member
of the Board of Directors in
2003 as Sales and Marketing
Director. He was made
Chief Operating Officer
in 2014 and became
CEO in September 2016.
Andrew is also Director
and joint founder of the
Leasing Foundation, an
organisation that supports
the leasing and asset finance
industry through charitable
activities, research and
development.

Chief Financial Officer

April 2020
n/a

n/a

Extensive experience in
senior financial positions
both in the UK and
internationally, including
a deep understanding
of investor relations
and financial strategy.

Career and experience

Duncan started his career
at Price Waterhouse, and
qualified as a Chartered
Accountant in 1989.
He joined Ocean Group in
1992, and spent 13 years
in the UK and US in various
finance roles as the group
transformed into Exel
Logistics. He joined Balfour
Beatty, the infrastructure
company, in 2006 and was
Group CFO from 2008 to
2015. In 2016 he joined
Rubix, an Industrial Parts
Distributor, as Group
CFO and was in that
role through to 2019.

Chief Operating Officer

October 2019
n/a

n/a

Considerable senior
management experience
in software development
and all aspects of systems
implementation and delivery.

Career and experience

Matthew joined Alfa as a
graduate in 1999, starting
in a software development
role. In his 20-year career
delivering software for
the asset finance industry,
Matthew has direct
experience of everything
involved in systems
implementation, from
configuration and
testing support to
project management
for a number of UK
and European projects.
From 2010 to 2016,
Matthew’s role grew to
include responsibility for
most of the operations
of the Company, before
he led Alfa’s IPO in 2017.
As Chief Operating Officer,
a role which he assumed in
February 2019, Matthew
is accountable for the
international operations
of the business, including
Alfa’s technology platform
and project delivery.
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Committee membership
A

Audit and Risk

N

Nomination

R

Remuneration

Committee chair

Steve Breach

Adrian Chamberlain

Charlotte de Metz

Chris Sullivan

Appointment
to the Board

Appointment
to the Board

Appointment
to the Board

Appointment
to the Board

Committees

Committees

Committees

Committees

Independent
Non-Executive Director

August 2019

A

N

R

Other appointments
Advisor to a number
of private companies

Key strengths

Steve has held a number
of CFO roles and has
extensive experience
in corporate finance.

Career and experience

Steve is a member of the
Institute of Chartered
Accountants in England and
Wales, having qualified with
EY in 1993 where he focused
on providing corporate
finance advice to technology
businesses in the UK and
internationally. Steve has
16 years’ experience as Chief
Financial Officer of a number
of businesses. Between 2010
and 2016, Steve was CFO of
Tribal Group PLC, a leading
international provider
of student management
software to the education
market. Steve has
subsequently pursued
a portfolio career, acting
as adviser to a number of
privately owned companies.

Independent
Non-Executive Director

April 2020

A

N

R

Other appointments

Chairman of eConsult Ltd
Non-Executive Director
of Cambridge University
Hospital NHS and Chair of
the Performance Committee

Key strengths

Extensive experience
internationally in both the
private and public sectors,
particularly in strategy
formulation and execution,
technology and Software
as a Service.

Career and experience

Adrian is a Non-Executive
Director of Cambridge
University Health Trust, one
of the country’s largest NHS
Trusts, where he chairs the
Performance Committee.
He is also Executive Chairman
of eConsult Ltd, a leading cloud
based medical triage company.
He previously has held senior
executive positions in a number
of private and public hi tech
and telecommunications
companies including
Chief Executive Officer of
Messagelabs and Achilles Ltd,
a member of the Board of
Cable & Wireless and Bovis
Lend Lease and a member
of the Operations Board at
Symantec. He holds an MA in
History from Trinity College,
Cambridge and an MBA from
the London Business School.

Independent
Non-Executive Director

April 2020

A

N

R

Other appointments

CPO, Synamedia Limited

Key strengths

Strong track record in
delivering innovative
employee development,
engagement, and retention
practices. She has extensive
experience in managing
high-impact, enterprise-wide
transformations in
challenging, fast-paced
environments.

Career and experience

Before joining Synamedia
in early 2019 as Chief People
Officer, Charlotte served
as Global Head of Human
Resources and more recently
as Executive Vice President
at Finastra, a global fintech
where she was responsible for
Executive Talent, corporate
social responsibility, culture
and values, and diversity
and inclusion. Prior to joining
Finastra in 2012 as Global
Head of Human Resources,
Charlotte spent over 11 years
at Ventyx, a global provider
of software solutions for
the energy, utility and other
asset-intensive businesses.
During her tenure at Ventyx
she held various HR roles,
latterly as Human Resource
Manager for Rest of World.

Senior Independent
Non-Executive Director

July 2019

A

N

R

Other appointments

Chairman of the
Westminster Abbey
Investment Committee
Non-Executive Director
of Guild Esports PLC
Non-Executive Director
Goodwood Estates
Senior Independent Director
for DWF Group PLC

Key strengths

Extensive experience of
corporate, investment and
retail banking and asset
financing together with
general management and
listed company experience.

Career and experience

Chris was Chief Executive of
the Corporate & Investment
Bank at Santander UK, and
prior to this held various CEO
roles during a 40-year career
at The Royal Bank of Scotland
and NatWest. His 11 years
on the Group Executive
Committee included leading
Corporate Banking, Retail
Banking, Direct Line and
Retail Direct and culminated
in appointment to the post
of Deputy Group Chief
Executive in March 2014.
A recipient of the Leasing
Life European Lifetime
Achievement Award,
Chris brings expertise in
the asset finance industry,
having spent nearly 30 years
with the Lombard Group
in a number of directorate
roles including as CEO.
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Andrew Denton

Chief Executive Officer

Richard Raistrick

Vicky Edwards

Date joined Alfa

Date joined Alfa

Relevant experience/previous roles

Relevant experience/previous roles

James Paul

Richard Dewire

Chief Delivery Officer

Chief Revenue Officer

Date joined Alfa

Date joined Alfa

Date joined Alfa

Relevant experience/previous roles

Relevant experience/previous roles

Relevant experience/previous roles

Chief International Officer

Duncan Magrath

Chief Financial Officer

May 1995

Richard is responsible for project delivery
of some of Alfa’s largest customers. He
has carried out consultancy and project
management engagements around the
globe, and has worked in the asset finance
sector since 1995.

Matthew White

Chief People Officer

March 2020

Vicky joined Alfa in March 2020, bringing
26 years of experience in consultancy
businesses. A commercially focused HR
leader, Vicky has held leadership roles
across HR, commercial and operations
functions, as well as C-suite level
positions in the professional services,
technology and energy sectors.

Chief Operating Officer

Andrew Flegg

Chief Technology Officer

February 2005

Andrew brings over 35 years of
programming experience, with over
25 years in commercial software
development and 16 in the asset finance
industry. He was previously Alfa’s Global
Director of Platforms, covering internal
IT systems, cloud, information security
and solution architecture.

September 1999

James is accountable for all EMEA
implementations and takes global
responsibility for support, resourcing
and partnering. James has over 20 years’
experience implementing in asset
finance for organisations of all sizes.

January 2001

Richard has 19 years in the asset
finance industry and an in-depth
knowledge of Alfa Systems through
many years of implementation, with
extensive knowledge of Alfa’s sales and
commercial process. He was previously
Director of Strategy and Investment.
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T H E U K C O R P O R AT E G OV E R N A N C E C O D E 2 0 1 8 : O U R C O M P L I A N C E
Effective corporate governance provides
an essential foundation for the long-term
sustainable success of the Company. This
report sets out the key elements of Alfa’s
corporate governance arrangements,
including how we have sought to apply the
principles and provisions of the 2018 UK
Corporate Governance Code (the ‘2018
Code’) during the year.
A copy of the 2018 Code, issued by
the Financial Reporting Council can be
found at www.frc.org.uk. This governance
statement, including the Nomination
Committee, Audit and Risk Committee,
and Remuneration Committee Reports,
explains how we have applied the principles
and complied with the provisions of the
2018 Code.

Non-compliance
with Code provisions

The Group has complied with the Code
provisions during the financial year with
the exception of the following:
Code provision 9: The Chairman of
the Board was not independent on
appointment as he previously held
the position of Chief Executive Officer
and is the controlling shareholder of
the Company. On listing, the Board
unanimously supported, and continues
to support, the appointment of the
Chairman to retain his skills and experience,
and ensure continuity of service for Alfa’s
customers and commercial partners.

Section 1:
Board leadership
and Company
purpose

See
page

A Effective Board

70

F Board roles

74

B	Purpose, strategy,
values and culture

70

G Independence

77

C Governance framework

70

H	External commitments
and conflicts of interest

75

D Stakeholder engagement

70

76

E W
 orkforce policies
and practices

72

I	Board efficiency: key
activities of the Board

Section 4:
Audit, risk and
internal controls

Section 2:
Division of
responsibilities

See
page

Section 5:
Remuneration
See
page

See
page

M	Financial reporting External
Auditor & Internal audit

86

P	Linking remuneration with
purpose and strategy

89

N	Review of 2020
Annual Report

84

Q	Remuneration
Policy review

92

O	Internal financial controls
Risk management

85

R	Performance outcomes
in 2020 Strategic targets

101

Read more in the Audit and Risk Committee
Report on pages 82 to 87

Read more in the Remuneration Committee
Report on pages 88 to 107

Code provision 24: For the period
from 1 January 2020 to 23 April 2020,
the membership of the Audit and Risk
Committee had two independent
directors pending the appointment
of Adrian Chamberlain and Charlotte
de Metz as additional members of
the Committee on 24 April 2020.
Code provision 32: For the period
from 1 January 2020 to 23 April 2020,
the membership of the Remuneration
Committee had two independent
directors pending the appointment
of Adrian Chamberlain and Charlotte
de Metz as additional members of
the Committee on 24 April 2020.

Section 3:
Composition,
succession and
evaluation

See
page

J	Appointments
to the Board

77

K Board composition

77

L Board evaluation

77

Read more in the Nomination Committee
Report on pages 79 to 81
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Maintaining good governance is essential
to support the delivery of Alfa’s strategic
objectives, and to ensure that the business
is run well for the benefit of all stakeholders
and sustainable long-term value. The Board
continues to monitor the framework so
it remains appropriate to the business.
The governance framework embeds
our values into the policies and processes
of Alfa and therefore helps to strengthen
the corporate culture.
Read more about our Company
Leadership Team on page 68.
During this year the Board has reviewed
and approved an updated Schedule of
Matters Reserved for the Board, Board
Committee Terms of Reference and
Delegations of Authority Policy. There is
an internal controls system in place which
allows the Board to assess and manage
risks to the business.
Read more about our Risk Management
on pages 42 to 43 and the Audit and Risk
Committee Report on pages 82 to 87.
The Board provides support in implementing
strategic priorities as well as oversight and
constructive challenge on the running of the
business. Through reporting, including the
use of both financial and non-financial
metrics, the Board is able to evaluate and
guide the progress and performance of the
Company. Reports from across the business
are provided at Board meetings to update
the Board and enable effective discussion.

Defining purpose
and creating value

During the year, the Company has
continued to embed across the business
the purpose and values as set out in the
Strategic report on pages 1 to 63
of this report.
The Board continues to monitor the
strategic direction of the Company and
the key investments we need to make
to remain in a leading position in an
ever-changing market, and ensures we
have the resources and the right people,
in the right place operationally, to ensure
we remain relevant to the markets in
which we operate.
The Board and Company Leadership Team
(CLT) embed the Company’s values across
the business. In order to monitor whether
our culture is and remains aligned with our
values, the Company seeks feedback from
customers and potential customers on
how the values have been received and
how they have been experienced during
the sales process; and through the various
stages of software implementations and
provision of ODS services.

Governance framework

The Board is made up of a majority of
independent directors whose diverse
experience enable appropriate debate
and challenge at Board and Committee
discussions. The Board has an approved
governance framework of systems and
controls which enables the effective
discharge of the Board’s responsibilities.
Directors have a duty to promote the
success of the Company under section 172
of the Companies Act 2006, the Company’s
section 172 statement can be found on
page 52, and this framework supports our
directors’ compliance with their duties.

Board engagement

The Board recognises its responsibilities
to engage with and incorporate the
views of key stakeholders in strategic
planning and decision-making, and
the importance of stakeholder trust
in building resilience and long-term
sustainability. Although the Board retains
overall responsibility for stakeholder
engagement there is interaction at various
levels of the business so that it is carried
out by those most relevant to a particular
stakeholder group or particular issue.
Our section 172 statement and ‘How we
engage with our stakeholders’ section on
pages 52 to 55 sets out the main interests
of key stakeholders and the ways in which
Alfa engages with them.
The Board recognises the importance of
considering all stakeholders in its decisionmaking, although the weight given to each
stakeholder group may vary depending
on the subject in question.
Through engagement and greater
understanding of the interests of
stakeholders, the Board is able to
assess the long-term consequences
of decisions on stakeholders and
the business. We continue to work
on embedding practices across Alfa
so that consideration of stakeholder
interests in decisions is second nature
at all levels of the business.

Workforce engagement

The Board has a specific role in identifying,
monitoring and assessing the impact
of the Company’s engagement with its
key stakeholder groups, particularly
in relation to workforce engagement.
In 2020 the Board continued with its
approach of an alternative arrangement
to understand the views of the wider
workforce. Unfortunately during the
year, due to the Covid-19, workforce
engagement activities were scaled down.
The Board met virtually with the whole
Company in August 2020, during an all
employee town hall.

The Company increased its engagement
activities with employees, digitally and
through social media, during this time,
involving the CLT at every opportunity.
Regular reports were provided to the
Committee detailing the engagement
activities and a number of ‘pulse’ surveys
were distributed during the year asking
for feedback from employees on the
Company’s positioning. Feedback results
and direct comments were provided to the
Board. The Company continued its focus
on the importance of the wellbeing of our
workforce and this has been heightened
during the pandemic with additional
challenges for our newly remote workers.
We have introduced a number of new
initiatives to provide support for wellbeing
including redirected internal time to
develop a rich programme of wellbeing
resources, activities and events to support
our employees through a difficult period.

Engagement with shareholders

Alfa is committed to engaging with
shareholders and prospective investors
to inform and aid understanding of its
strategy and progress. The focus of all
communications is ensuring transparent,
detailed and meaningful information.
The Chairman has overall responsibility
for ensuring that the Company has
appropriate channels of communication
with its shareholders and is supported in
this by the Senior Independent Director
and the Executive Directors.
Shareholders are consulted on a variety
of issues, as appropriate, such as the
medium-to long-term strategy of the
Company, current trading and market
conditions and Directors’ remuneration.
The Board regularly receives feedback
from the Group’s brokers, advisors and the
Executive Directors on the views of major
shareholders and the investor relations
programme, and also receives reports
on significant changes to the composition
of the Group’s share register.
Due to the pandemic the usual
direct engagement mechanisms with
shareholders have been curtailed but the
Directors have continued communications
virtually through one-to-one meetings
and responding to specific shareholder
queries and provided digital presentations,
including for the half-year results
announcement. Given the restrictions
on travel and large gatherings, and the
guidance available to us at the time, we
took the decision to hold the 2020 AGM
behind closed doors. As we approach
our 2021 AGM, we will continue to
monitor the situation, and will prioritise
the health and safety of the Board, our
colleagues and of course our shareholders.
Further details will be provided when our
Notice of AGM is published in April 2021.
The Remuneration Committee Chair also
engaged with key investors and proxy
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advisory firms on our new Directors’
Remuneration Policy and approach in
respect of the 2020 performance year.
The Group’s investor relations microsite
www.investors.alfasystems.com is updated
throughout the year, providing the annual
and interim reports, presentations given
to analysts and investors, trading updates
and other regulatory announcements,
and up to date information on the Group’s
activities. Shareholders are able to contact
the Company through the Company
Secretary, at the Company’s registered
office, which is shown on the Directors’
report on page 109.

Shareholder agreement

The relationship between the Board
and the controlling shareholder of the
Company (the ‘Controlling Shareholder’),
CHP Software and Consulting Limited, is
governed by the Relationship Agreement
(which was executed on 26 May 2017).
This agreement is a framework under
which the Controlling Shareholder, and
the shareholders of the Controlling
Shareholder will operate to protect the
rights of the non-controlling shareholders.
There have been no changes to the
Relationship Agreement during 2020,
or up to the date of this report.

Other information

Workforce engagement
Since the start of the pandemic, regular
town halls and electronic updates to all
employees from CEO Andrew Denton
have proven to be a very successful
engagement mechanism. Andrew Denton
and the CLT update the workforce on all
aspects of the business and take direct
questions in real time from employees.
Alfa is focused on the importance of the
wellbeing of our workforce and this has
been heightened during the pandemic with
additional challenges for our newly remote
workers. We have introduced a number of
new initiatives to provide support for
wellbeing including redirected internal
time to develop a rich programme of
wellbeing resources, activities and events
to support our employees through a
difficult period.

Under the Relationship Agreement: Two
Non-Executive Directors can be appointed
to the Board for as long as the Controlling
Shareholder holds 20% or more of the
voting rights over the Company’s shares;

• One Non-Executive Director can be

appointed to the Board for so long as
the Controlling Shareholder holds 10%
or more but less than 20% of the voting
rights in respect of the Company’s
shares; and

• If none of the Controlling Shareholders

are members of the Nomination
Committee, the Controlling Shareholder
can appoint an observer to the
Nomination Committee.

Andrew Page is designated as the first
appointed Director of the Controlling
Shareholder. Andrew Denton has not
been appointed as a designated Director
by the Controlling Shareholder. It has been
agreed that for as long as the Controlling
Shareholder has the right to appoint two
Directors to the Board, and whilst Andrew
Denton is a Director of the Company, the
Controlling Shareholder will not exercise
its right to appoint a second Director to
the Board. There have been no Board
observers appointed either under the
Relationship Agreement, or otherwise.
For further details of the Relationship
Agreement, see page 111 of the
Directors’ report.

“Employee engagement is a key focus for the
Board. The Board ensures that by considering
employees in our decisions and communicating
these decisions clearly, our employees are happy,
motivated and empowered to be play a pivotal
part in the success of the business.”
Charlotte de Metz
Non-Executive Director
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Workforce policies
and practices

Our people bring a diverse range of
experience, expertise and perspectives
that contribute to the values and culture
of Alfa and are essential for the delivery
of our strategic objectives. A positive
environment where our people feel valued,
motivated and able to thrive are essential
to Alfa’s continued success. The Board
recognises the value of, and supports,
significant investment of time and
resources in our workforce to allow
Alfa to attract and retain talent and
develop the skills of our employees.
One central policy in creating this
environment and culture is Alfa’s Ethics
and Code of Conduct (the ‘Code of
Conduct’) which clearly sets out a zerotolerance policy for dishonest and corrupt
behaviour among our employees and seeks
to educate team members on unlawful
and unethical conduct. Compliance with
the policy maintains Alfa’s reputation in
the marketplace as well as our relationship
with our colleagues, investors, customers
and other stakeholders.
The Code of Conduct provides clear
guidance to employees in respect of legal
and ethical issues which they may come
across while conducting Alfa business,
and what Alfa expects in respect of our
employees’ behaviour, and provides
important information on working at
Alfa to help embed the behaviours
and values alongside more practical
information to enable our employees
to work effectively and efficiently.
The Board is responsible for overseeing
the Company’s arrangements for the
workforce to be able to raise matters
of concern and seeks to foster an
environment where individuals can be
confident about speaking up about concerns
without fear of retaliation. The Board
monitors this area through reports on
the number and types of concerns raised
through the whistleblowing process and
the outcomes of the concerns raised.
Since the start of the pandemic, regular
town halls and electronic updates to all
employees from CEO Andrew Denton
have proven to be a very successful
engagement mechanism. Andrew Denton
and the CLT update the workforce on all
aspects of the business and take direct
questions in real time from employees.

Alfa is focused on the importance of the
wellbeing of our workforce and this has
been heightened during the pandemic with
additional challenges for our newly remote
workers. We have introduced a number
of new initiatives to provide support for
wellbeing, including enhancing our paid
carer leave allowance for parents having
to care for and educate their children; and
we made available a working from home
allowance to ensure that working from
home was both safe and a comfortable
experience for our people. We have
implemented a new induction programme
designed to take place remotely that has
been successfully utilised as we have
continued to hire during the pandemic.
Alfa is fully committed to maintaining
high standards of ethical and professional
conduct for the Company and its employees.
We have a number of policies in effect
which are designed to create an
environment and culture where:

• Employees’ health, safety, rights and
wellbeing are placed at the heart of
the way the Group does business;

• Employee diversity and inclusion
is celebrated;

• Employees must act ethically, honestly
and stand up for what is right; and

• Communication across the business

should be open, honest and responsible.

To support the Code of Conduct and
our values, Alfa has a number of other
workforce policies and practices covering:

• Business expenses;
• Confidentiality;
• Health and safety;
• Diversity and inclusion;
• Harassment;
• Share dealing; and
• Whistleblowing.
We seek to embed our Code of Conduct
through continuing communications,
training and appropriate controls.
The Code of Conduct and all other
workforce policies and procedures can
be found and easily accessed by our
employees through our intranet site.

Whistleblowing

We recognise that our people are our
strongest assets for detecting and
avoiding legal and ethical failure within
our business. Our whistleblowing policy
and team provides a safe environment
to report concerns regarding illegal,
unethical or improper behaviour.
The Group’s Whistleblowing Policy
clearly explains to employees how they
can raise concerns directly to the Group’s
Whistleblowing Officer. All whistleblowing
cases are formally investigated by the
Whistleblowing Officer and reported
regularly to the Audit and Risk Committee
and the Board, and the Board is responsible
for reviewing the effectiveness of actions
taken in response to concerns raised.
Where necessary, external specialist
third parties, or other members of staff,
with appropriate experience, may be
appointed to help investigate issues
that have been raised.

Share dealing code

Alfa has adopted a share dealing code
which applies to all employees and
provides further restrictions on the
Company’s Directors, its other PDMRs
and certain persons deemed insiders.
In accordance with the Market Abuse
Regulation, the Directors and PDMRs
have confirmed to the Company they are
responsible for procuring the compliance
of their respective connected persons
with the Alfa share dealing code.
The share dealing code has been
published on the Alfa intranet and
guidance and communication is
provided to all new starters and
the Alfa team on an ad hoc basis.

Suppliers and modern slavery
We do not support any form of slavery,
human trafficking or child labour and
we only work with suppliers that have
been assessed through our internal
processes to be ethical providers.
We have an ethical procurement policy
and our key procurement personnel
have been trained in relation to the
relevant requirements and regulations.
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DIVISION OF RESPONSIBILITIES
Division of responsibilities

Alfa is led and controlled by the Board
which is collectively responsible for the
long-term and sustainable success of
the Group. The structure of the Board,
and management, roles and Committees
ensures controls and oversight with
a balanced approach to risk aligned
with Alfa’s culture. The structure
assists the Board with carrying out
its responsibilities and is designed
to ensure that the Board focuses on
strategy, monitoring the performance
of the Group and governance, risk
and control issues.

Board and Committee
meetings and attendance

During the year, due to the pandemic, the
Board and its Committees have conducted
meetings both in person and remotely
through video calls to enable the Board
to continue to function and maintain
the integrity of our governance structure.

In the event that a Director was unable to
attend a meeting they still received all the
papers for the meeting and were updated
on matters discussed at the meeting.

• Ensuring that the necessary financial

and human resources are in place for
the Group to meet its objectives; and

• Reviewing the Group’s culture
supported by its values.

Responsibility of the Board

The Board is collectively responsible
for the long-term success of the Group
and for ensuring leadership within
a framework of effective controls.
The key roles of the Board are:

• Setting the strategic direction of
the Group;

• Overseeing implementation of the

strategy by ensuring that the Group
is suitably resourced to achieve its
strategic aspirations;

• Providing entrepreneurial leadership
within a framework of prudent and
effective controls which enables risk
to be assessed and managed;

How the Board operates

During the year, the Board considers a
comprehensive programme of regular
matters covering operational and financial
performance reporting, strategic reviews
and updates, and various governance
reports and approvals.

Board meetings

The Board held seven scheduled meetings
in 2020 and eight ad hoc meetings, for
specific approvals and discussions.
If Directors are unable to attend a
meeting, they have the opportunity
beforehand to discuss any agenda
items with the Chairman.

The following diagram shows the role of the Board and its Committees and Company Leadership Team:

Board of Directors
The Board is collectively responsible for the long-term success of the Company. The business of the Company is managed by the
Board who may exercise all of the powers of the Company. The Board has a formal schedule of matters reserved for the Board’s
decision-making which is available on the Company website. Although the Board retains overall responsibility, it delegates certain
matters to the Board Committees, and the detailed implementation of matters approved by the Board and the day-to-day
operational aspects of the business to the Company Leadership Team.

Audit and Risk Committee
Reviews and reports to the Board on
the Group’s financial reporting, internal
control and risk management systems.
Monitors the independence and
effectiveness of the external auditor
and the effectiveness of the internal
audit function.

Nomination Committee
Provides succession planning for the
Board and leads the process for all Board
appointments. Keeps under review the
membership and composition of the
Board, including the combination of skills,
experience and diversity, and ensures it
remains appropriate.

Remuneration Committee
Determines the remuneration, bonuses,
long-term incentive arrangements,
contract terms and other benefits in
respect of the Executive Directors, the
Chairman, the Company Secretary and
senior management. Oversees the
remuneration and workforce policies
and takes these into account when setting
the policy for Directors’ remuneration.

Company Leadership Team
The Company Leadership Team is responsible for the day-to-day running of the business, carrying out and overseeing operational
management, and implementing the strategies the Board has set.

Executive Committees
These governance Committees are chaired by an Executive Director and report to the Executive Group, and the Board or Board
Committees as appropriate.

Investment Committee
The Investment Committee determines
the Strategic Investment initiatives that
should be undertaken. The Committee
provides a structure through which effective
decisions can be made on the priority
and scheduling of Strategic Investment
initiatives. The Committee ensures that
Strategic Investment initiatives align with
Alfa’s business strategy.

Disclosure Committee
The Disclosure Committee determines
whether information that is submitted
to it requires disclosure and determines
any other issue relating to the application
of the Disclosure Procedures that
are required.

Deal Committee
The Deal Committee determines
standard guidelines for an acceptable
deal in terms of financial position and
key contractual terms.
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The Board responsibilities

We have clear and documented roles and separation of duties between the Chairman and the CEO. The Alfa CEO, Andrew Denton,
is responsible for determining the Alfa strategy and day-to-day operations, and leading the CLT, which assists in the day-to-day
delivery of this strategy and general operations. Andrew Page, as Chairman, provides oversight and guidance to Andrew Denton
on the strategic direction, key commercial and contracting decisions in addition to his responsibilities for running an effective Board.
The division of responsibilities between our board members is set out below:

Role

Principal responsibilities

Executive Chairman
Andrew Page

Manages and provides leadership to the Board.
Acts as a direct liaison between the Board and
management, working with the CEO to assist the
flow of information.
Ensures that the Directors have sufficient information
to enable them to form appropriate judgements.

Chief Executive Officer
Andrew Denton

Responsible for the day-to-day management of Alfa.
Responsible for defining the strategy and guiding
the CLT on its strategy execution, once this has
been agreed by the Board.
Creates a framework that optimises resource
allocation to deliver strategic objectives over
varying timeframes.

Chief Financial Officer
Duncan Magrath

Overall management of the financial risks of the Group.

Chief Operating Officer
Matthew White

Responsible for day-to-day operational activities.

Responsible for financial planning and record-keeping, as
well as financial reporting to the Board and shareholders.

Responsible for software development.
Responsible for systems implementation delivery.
Responsible for delivery of HR resourcing and planning.

Senior Independent
Director
Chris Sullivan

An Independent Non-Executive Director.
Provides a sounding board for the Chairman and CEO.

Develops and sets the agendas for
Board meetings, working with the
CEO and Company Secretary.
Recommends an annual schedule of
Board and Committee meetings.
Ensures effective communications with
shareholders and other stakeholders.
Ensures the successful delivery against
plan and other key business objectives,
allocating decision-making and
responsibilities accordingly.
Identifies and executes new business
opportunities and assesses potential
acquisitions and disposals.
Manages the Group with reference
to its risk profile in the context of
the Board’s risk appetite.
Ensures effective financial compliance
and control, while responding to
regulatory developments, including
financial reporting, effective allocation
of capital, management of liquid
resources, investor relations and
corporate responsibility.
Develops key business operational
model, monitoring performance
against key performance indicators
and ensuring adequate staffing
recruitment to deliver development
and systems implementation.
Serves as an intermediary for the
other Directors and shareholders
when necessary.
Is available to shareholders if they
have concerns.

Non- Executive Directors
Steve Breach
Adrian Chamberlain
Charlotte de Metz

Provide constructive challenge to the Executive Directors.
Help develop proposals on strategy.
Scrutinise management’s performance in meeting
agreed goals and objectives.
Monitor performance reports.

Satisfy themselves regarding the integrity
of financial information, and that controls
and risk management systems are robust
and defensible.
Determine appropriate levels of
remuneration for Executive Directors.
Appoint and remove Executive
Directors as required and review
succession planning.
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Board and Committee meetings and attendance

During the year, due to the pandemic, the Board and its Committees have conducted
meetings both in person and remotely through video calls to enable the Board to
continue to function and maintain the integrity of our governance structure. In the
event that a Director was unable to attend a meeting they still received all the papers
for the meeting and were updated on matters discussed at the meeting.
Board

Andrew Page

7/7

Andrew Denton

7/7

Duncan Magrath

6/6

Matthew White

7/7

Steve Breach

Audit and Risk
Committee

Nomination
Committee

Remuneration
Committee

2/2

7/7

5/5

2/2

3/3

Adrian Chamberlain

5/6

4/4

0/1

2/2

Charlotte de Metz

6/6

4/4

1/1

2/2

Chris Sullivan

7/7

5/5

2/2

3/3

1, 2

1

1.	Adrian Chamberlain and Charlotte de Metz were appointed to the Board and as Members of the
Audit and Risk, Nomination and Remuneration Committees on 24 April 2020.
2.	Adrian Chamberlain was unable to attend the Board and Nomination Committee meetings held on
4 November 2020, due to prior commitments of which he had notified the Company prior to his appointment.

Matters reserved for the Board
The Board has a formal schedule
of matters specifically reserved for
its decision-making and approval.
The matters that the Board considers
suitable for delegation are contained
in the Terms of Reference of each
Board Committee.

Major capital
commitments

Company’s
purpose,
values, vision
and culture

There are certain key responsibilities that
the Board does not delegate and which
are reserved for its consideration. The full
Schedule of Matters Reserved for the
Board is available under the Corporate
Governance section on our website.

Business
strategy and
approval of
long‑term
aims and
objectives

Group
financial
reporting
and results
announcements

Board

Risk
management
and internal
controls

Corporate
governance
including Board
and Committee
evaluation

Material
acquisitions
and disposals

Engagement
with key
stakeholders

Approval of
Annual Report
and Accounts

External commitments
and conflicts of interest

The Company is mindful of the time
commitment required from Non-Executive
Directors in order to effectively fulfil their
responsibilities on the Board, particularly
providing constructive challenge and
holding management to account and
utilising their diverse skills and experience
to benefit the Company and provide
strategic guidance.
Prior to their appointment, prospective
Directors are asked to provide details of
any other roles or significant obligations
that may affect the time available for them
to commit to the Company. The Chairman
and the Board are then kept informed by
each Director of any proposed external
appointments or other significant
commitments as they arise. These are
monitored to ensure that each Director
has sufficient time to fulfil their obligations
and Chairman approval is required prior to
a Director taking on any additional external
appointment. Each Director’s biographical
details and significant time commitments
outside of the Company are set out in the
Board biographies on pages 66 to 67.
Whenever a Director takes on additional
external responsibilities, the Director
will discuss the potential position with
the Chairman and confirm that, as far
as they are aware, there are no conflicts
of interest.
Each Director is required to disclose
conflicts and potential conflicts to the
Chairman and the Company Secretary
as and when they arise. As part of the
induction process, a newly appointed
Director is asked to disclose any conflicts
of interest to the Company. Thereafter,
each Director has an opportunity to
disclose conflicts at the beginning of each
Board and Committee meeting and as part
of an annual review. None of the Directors
declared to the Company any actual or
potential conflicts of interest between
any of his or her duties to the Company
and his or her private interests and/or
other duties, except in the case of the
Executive Directors, each of whom holds
the position of Director of the Company
and Director of a number of Group
subsidiary companies.
The Companies Act 2006 provides that
Directors must avoid a situation where
they have, or can have, a direct or indirect
interest that conflicts, or possibly may
conflict, with the Company’s interests.
Boards of public companies may authorise
conflicts and potential conflicts, where
appropriate, if their company’s articles
of association permit.
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Key activities of the Board in 2020
Focus area

Key stakeholders

Activities

Strategy and operations
see pages 1 to 63

Customers
Employees
Partners
Investors

• Applying the Board’s strategic

understanding of principal risks to
key challenges and opportunities.

• Monitoring the performance of
the Company against agreed
strategic objectives, including
key financial targets.

Leadership, people
and culture
see pages 12 to 15
and 56 to 59

Employees
Investors

• Receiving updates on employee
views and engagement levels.

• Maintaining and enhancing Alfa’s
culture and values.

• Continuing to monitor senior

executive talent management
and development plans to provide
succession for all key positions.

Finance
see pages 36 to 41

Customers
Employees
Community and
Environment
Partners
Investors

• Reviewing and approving
the budget.

• Reviewing financial key

performance indicators (KPIs).

• Approving full-year results,

half-year results, trading updates
and the Annual Report.

• Approving a special dividend.
• Reviewing the key risks to Alfa and

the controls in place for mitigation.

• Considering and monitoring the

Group’s risk appetite and principal
risks and uncertainties.

• Approving the viability and going
concern statements.

Governance
see pages 69 to 112

Employees
Customers
Investors

• Monitoring and reviewing

the Company’s approach to
corporate governance, its
key practices and its ongoing
compliance with the 2018 Code.

• Reviewing the results

from the internal Board
effectiveness evaluation.

• Approving updated Committees’
Terms of Reference.

• Receiving and considering feedback
from shareholder engagement.

• Reviewing and approving the
modern slavery statement.

Link to strategic
priorities

Strategic report

Governance

Financial statements

Other information

77

C O M P O S I T I O N , S U C C E S S I O N A N D E VA L U AT I O N
Appointments to the Board

The Nomination Committee leads the
process for Board appointments and
makes recommendations to the Board
and also ensures that succession plans
are in place for the Board and senior
management. The formal procedure
for Board appointments and succession
planning is detailed in the Nomination
Committee Report on pages 79 to 81.

Director re-election

Each Director is required under the
Articles of Association to retire at every
Annual General Meeting and submit
themselves for re-election by shareholders.
At the 2020 Annual General Meeting
(AGM) of the Company, all of the current
Directors stood for reappointment, and
were duly elected with majorities ranging
from 99.55% to 100% of the votes cast.
All the Directors will retire and seek
re-election at the 2021 AGM of the
Company. This report and in particular
the Board biographies on pages 66 to 67
sets forth the contribution of each
Director on the Board to the Company
and on this basis the Board, and
specifically the Chairman, believes each
Director proposed for re-election at the
AGM should be reappointed. The Board
has based its recommendations for
re-election or election, in part, on its
review of the results from the Board
evaluation process outlined on pages 77
and 78, and the Chairman’s review of
individual evaluations, and whether a
Director has demonstrated substantial
commitment to the role (including time
for Board and Committee meetings
noted in this report) and other
responsibilities, taking into account
a number of considerations including
outside commitments and any changes
thereof during the period.

Board composition

The composition of the Board and Board
Committees is continually assessed to
ensure an appropriate balance of skills
and experience is maintained. The Board
takes into account various considerations
in assessing the composition of the
Board including length of Director tenure,
Board diversity, independence and the
combination of skills and experience of
the Directors. The appointment of Adrian
Chamberlain and Charlotte de Metz this
year has further strengthened the Board
due to their business experience as well
as extensive leadership experience.

Board evaluation

The Directors completed a detailed Board
performance evaluation questionnaire as
part of the annual performance evaluation
process. Given the recent appointment of
two additional Non-Executive Directors and
a new Chief Financial Officer, the Board
considered that an external evaluation
would be more beneficial in 2021 once the
newly appointed Directors are more firmly
established, and that the 2020 evaluation
should therefore be carried out internally.
Each questionnaire was analysed and a
summary of the results and the Board’s
performance was presented to the Board
for discussion. The Board considers this
exercise to be of significant value, and
focus is placed on reviewing the quality
of information provided to the Board at
the Board’s discussions, the effectiveness
of the Board, the composition of the
Board, including the skillset of the various
Directors, highlighting whether there
are any gaps in the breadth and depth
of the Board that should be addressed by
the Nomination Committee as part of its
succession planning, and to ensure that
the Board is best placed to deliver on its
strategic goals and ensure the long term
sustainable success of the Company.

The Board determined that, going
forwards, a performance evaluation
should be carried out by an external
facilitator once every three years, as
required by the 2018 Code, with the
first performance evaluation to be
conducted by an external facilitator
no later than 2021.

Summary of
performance evaluation

In 2020, an internal performance
evaluation was carried out, by way
of questionnaire, identifying areas of
strength and weakness. The questionnaire
was structured to provide a rounded
review of the Board’s performance and
ensure a direct comparison with the
previous year, allowing the Board to
identify improving or declining trends
and monitor the effectiveness of the
steps taken to address the previous
year’s findings. The 2020 performance
evaluation, which was discussed by the
Board, concluded that the Board is highly
engaged with strong shareholder focus
and clear alignment to vision and strategy,
making for constructive and challenging
debate. There is a culture of open
communication, mutual trust and respect
for each other’s opinions and industry
knowledge. The Board agreed on the
below steps to be taken during 2021.

2020 evaluation
Objectives for 2021

Steps to be taken during 2021

Reviewing our stakeholder
engagement mechanisms in
relation to the 2018 Code.

The interests of our stakeholders are central to the way we operate as a company.
The Board will review the ways in which we engage with them to ensure that they
facilitate dialogue and that the interests of our stakeholders are always considered
in our decision-making.

Continuing to set and monitor
our corporate culture.

The Board will continue to ensure that the policy, practices and behaviours
throughout the business are aligned with the purpose, values and strategy of Alfa.

Promoting opportunities for
formal/technical training and
ensure that regular updates are
provided on technological and
business developments.

When a specific training need is identified, where appropriate, such training is
delivered by the topic being included at a Board meeting so that all Directors can
benefit. Alternatively, training is delivered by way of formal presentations, individual
meetings and site visits in order to learn more about a particular initiative or project.
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Board composition and diversity
As required by the Code, at least 50% of
the Board, excluding the Chairman, are
independent non-executive Directors. As at
31 December 2020, the Board comprised
the Executive Chairman, three Executive
Directors and four Independent NonExecutive Directors. The Board considers
that all the Non-Executive Directors, on
appointment, are independent.

The Board is mindful of the aims of
the Hampton-Alexander Review, an
independent review body which aims to
improve women’s representation at board
level and in leadership roles. This principle
of Board diversity is strongly supported
by the Board, recognising that diversity
of thought, approach and experience is
an important consideration as part of the
selection criteria used to assess candidates
to achieve a balanced Board.

It is the Board’s policy that appointments
to the Board will always be based solely on
merit without any discrimination relating
to age, gender or any other matter that has
no bearing on an individual’s ability to fulfil
the role of Director.

The Board is also mindful of the aims of
the Parker Review, an independent review
body dedicated to improving the ethnic
and cultural diversity of UK boards to
better reflect their employee base and
the communities they serve. The business
currently has no director from an ethnic
minority background either on the Board
or the Executive Committee.
The Board considers that each Director
is able to allocate sufficient time to
the Company to discharge their
responsibilities effectively.

Diversity overview
Board composition

Board tenure

Average age of the Board

Executive Chair

13%

0-1 year

37%

40-49

38%

Executive

37%

1-2 years

37%

50-59

38%

Independent

50%

2-3 years

13%

60-69

24%

3-4 years

13%

Gender diversity Board

Gender diversity
Company wide

Gender diversity
Senior manager

Male

87%

Male

68%

Male

84%

Female

13%

Female

32%

Female

16%
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“A key focus for the Nomination Committee
was to continue to monitor the succession
of the Board, Company Leadership Team
and senior management talent pool to
ensure succession planning for business
critical roles is proactively reviewed.”

Principal activities in 2020

• Identified and nominated two

suitable Non-Executive Directors
and the CFO to be appointed to
the Board.

Chris Sullivan
Chair of the Nomination Committee

Dear shareholders,

I am pleased to introduce the Nomination
Committee (the ‘Committee’) Report for
2020 which summarises our key activities
during the year.
During 2020, the Committee continued
to focus on the depth and breadth of
the Board, the Company Leadership
Team and senior management succession
as a key priority. As highlighted in my
2019 report, following a review of
the Board composition, the Committee
recommended the appointments of
Adrian Chamberlain and Charlotte
de Metz to the Board in April 2020.
Further information on Adrian and
Charlotte’s appointments is set out
on the next page. I am delighted
to welcome Adrian and Charlotte to
the Board and welcome the quality
insight and contribution that they
have provided since joining.
The Committee maintains a well defined
specification for each appointment, with a
clear understanding of the values required
to help the effective functioning of the whole
Board. When considering the composition
of the Board, we reviewed the skills and
experience required to fulfil the Board’s
strategy, to make suitable recommendations
based on those key attributes.

The Nomination Committee reviewed
the membership of all of the Board’s
Committees following the appointment
of Adrian and Charlotte and it was
recommended that Adrian be appointed
as Chair of the Remuneration Committee
and as a member of the Audit and Risk
and Nomination Committees, and that
Charlotte be appointed as a member
of the Audit and Risk, Nomination and
Remuneration Committees.
The Committee led the search for the
appointment of a new Chief Financial
Officer. In March 2020 the Board confirmed
the appointment of Duncan Magrath,
who joined the Board in April 2020.

Succession planning

Succession planning for the Executive
Directors and Company Leadership
Team (CLT) is a particular focus of the
Committee. In addition, the Committee
has continued to monitor the CLT and
senior management talent pool to ensure
that succession planning for businesscritical roles is proactively reviewed.
The Board considered the implications
of the new requirements relating to the
development of a diverse pipeline for
succession for the Board and the CLT
contained within the 2018 Code.

• Reviewed the structure, size

and composition of the Board
and its Committees.

• Considered wider elements of
succession planning for Board
and the levels below, including
how to increase diversity.

• Evaluation of Directors (all of

whom are proposed for re-election
at the AGM).

Areas of focus for 2021

• Monitor Board composition

for alignment of relevant skills,
experience and diversity to
Company strategy.

• Oversight of the CLT’s development
and succession planning.

Attendance at Nomination
Committee meetings
Meetings
attended

Chris Sullivan (Chair)

2/2

Steve Breach

2/2

Adrian Chamberlain1, 2

0/1

Charlotte de Metz1

1/1

Andrew Page

2/2

1.	Adrian Chamberlain and Charlotte de Metz
were appointed on 24 April 2020 as members
of the Nomination Committee.

Chris Sullivan
Chair of the Nomination Committee

2.	Adrian Chamberlain was unable to attend the
meeting held on 4 November 2020, due to
prior commitments of which he had notified
the Company prior to his appointment.
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Role of the Committee

have been identified, confirmation
is provided of the time commitment
required and disclosure of any other
business interests. If discussions relate
to the appointment of a Chairman then
Chris Sullivan, as Senior Independent
Director, will lead the recruitment
process. When the Committee has
found a suitable candidate, the Chair
of the Committee makes a proposal
to the whole Board, which retains
responsibility for all such appointments.

The Committee undertakes comprehensive
reviews of the leadership needs of the
Company, from both Executives and
Non-Executives, to ensure the continued
ability of the organisation to compete
effectively in the marketplace, and
keeps informed of the strategic issues
and commercial challenges affecting
the Company and the market in which
it operates.

The Committee, on behalf of the Board,
regularly assesses the balance of Executive
and Non-Executive Directors, and the
composition of the Board in terms of skills,
experience, diversity and capacity. For the
appointments of Adrian Chamberlain and
Charlotte de Metz, Norman Broadbent
Executive Service Limited (Norman
Broadbent) was appointed to lead
the search for the new Non-Executive
Directors. Norman Broadbent does not
have any other connection with any of
the Directors, or the Company. Working
with the Committee, Norman Broadbent
developed a candidate specification and
drew up a shortlist of suitable candidates
for the additional Non-Executive Director
role, each of which was subject to a
three-stage process including interviews
with all the Board members.

The Nomination Committee is responsible
for ensuring that the Board and its
Committees have the appropriate balance
of skills, knowledge and experience to
effectively lead the Company both
now and in the future. This is achieved
through effective succession planning, the
identification and development of internal
talent and a clear understanding of the
competencies and capabilities required
to support the delivery of Alfa’s strategy.

The Committee regularly undertakes a
review of its Terms of Reference to ensure
that it reflects the actual role carried out
by the Committee and that it is operating
effectively. The Board reviewed and
approved revised Terms of Reference in
December 2020. The Terms of Reference
and its operation for the Committee
mostly captured the new requirements
set out in the 2018 Code, and therefore
only minor changes were required.

Committee membership

During the year the Committee carried
out a review of the composition of
the Committees to take into account
the new Board members and made
recommendations for changes to the
membership of the three Committees.
Adrian Chamberlain was appointed as
Chair of the Remuneration Committee
having served as the Remuneration Chair
of Volex plc for four years. In addition,
Adrian Chamberlain was appointed
as a member of the Audit and Risk and
Nomination Committees. Charlotte de
Metz joined as a member of the Audit
and Risk, Nomination and Remuneration
Committees, upon appointment.

Appointment of Directors

There is a formal, rigorous and transparent
procedure for the appointment of new
Directors under which the Committee is
responsible for leading this process and
making recommendations to the Board.
The search process for new Non-Executive
Directors is to appoint an external search
firm to secure a strong and diverse list of
candidates. A shortlist of candidates is
shared with the Committee, meetings are
scheduled and then, once the candidates

In 2019, the Committee appointed
FDU Group Limited to lead the search
for the appointment of a new Chief
Financial Officer. In March 2020 the
Board confirmed the appointment of
Duncan Magrath, who joined the Board
in April 2020. FDU Group Limited has
no other connection to the Company
or its Directors.

Diversity

Alfa seeks to have a workforce which
reflects the world we and our customers
live in, whilst facilitating the delivery of
our strategic goals. The Board and the
Committee believe that diversity is a
wider topic than simply gender and,
in order to achieve the Group’s future
growth aspirations, Alfa should remain
committed to building a pipeline of
diverse talent and regularly reviewing
HR processes, including recruitment and
performance management frameworks.
The Committee will take into account a
variety of factors before recommending
any new appointments to the Board,
including relevant skills to perform the
role, experience, knowledge and diversity.
Alfa endeavours to achieve appropriate
diversity, including gender diversity,
throughout the Company.

The Committee embraces the importance
of inclusion and diversity and supports
the recommendations of the Hampton
Alexander Review on gender and the
Parker Review on ethnic diversity.
However, we acknowledge that currently
our Board does not comply with the
recommendations and recognises that
there is always more we can do, and will
continue to work to build a more inclusive
workplace at all levels of the Company.
It is part of the Committee’s remit when
making new Board appointments to
consider the importance of diversity on
the Board, including gender and ethnicity.
This is considered in conjunction with
experience and qualifications in relation to
the balance of the Board and its Committees.

Board succession

The Committee keeps under review
the leadership needs of the organisation,
both the Executive and Non-Executive
Directors, with a view to ensuring the
continued ability of the organisation to
compete effectively in the marketplace.
In addition, the Committee reviews
the succession plans for the Company
Leadership Team and the senior
management structure, and employees
identified by management as having the
potential to develop in the longer term
into future leaders of the business,
taking into account future challenges
and opportunities.

Independence

During 2020, the Committee reviewed
the balance of skills, experience and
independence of the Board. For NonExecutive Directors independence
in thought and judgement is vital to
facilitating constructive and challenging
debate in the boardroom and is essential
to the operational effectiveness of the
Alfa Board and its Committees.
The Committee is satisfied that
the external commitments of the
Board’s Chairman and members do not
conflict with their duties as Directors
of the Company. After the year end,
the Committee also considered the
Directors proposed for re-election
by shareholders at the AGM. Following
discussion of the skills and contribution
of each Director, and in conjunction
with the Board performance evaluation,
the Committee supports the proposed
re-election of all Directors standing
for re-election at the AGM in 2021.
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Induction and ongoing
professional development

To ensure that each Director receives
appropriate support on joining the
Board, there is a comprehensive and
tailored induction programme, including
the provision of background material on
the Company and briefings with relevant
CLT members. The induction programme
will continue to be reviewed and updated
on a regular basis.
For professional ongoing development,
the Board receives presentations relevant
to the Company’s business and updates
on any changes to markets, or regulations,
which may affect the Company’s operations.
The Company Secretary supplies all Directors
with information on relevant corporate
governance and best practice. As part
of their annual performance evaluation,
Directors are given the opportunity to
discuss training and development needs.
The Committee is confident that Board
members have the knowledge, ability
and experience to perform the functions
required of a director of a listed company.

External directorships

The Board believes, in principle, in the
benefit of Executive Directors accepting
non-executive directorships of other
companies in order to widen their skills
and knowledge for the benefit of the
Company. All such appointments require
the prior approval of the Board and the
number of public company appointments
is limited to one. There were no external
appointments in relation to the Executive
Directors during 2020.

Conflicts of interest

The Board operates a policy to identify
and, where appropriate, manage any
potential conflicts of interest that
Directors may have. It is the role of the
Committee to monitor and determine
actions to address any potential, or actual,
conflicts that may arise. The Committee
reviews all potential conflicts of interest
on an annual basis and when new Directors
are formally appointed. No conflicts of
interest were noted in the year and to the
date of this Annual Report.

Other information

Reappointment of Directors

The reappointment of Directors is
subject to their continuing commitment
to Board activities and satisfactory
performance. All Directors will stand
for re-election annually in accordance
with the provision of the 2018 Code.
The Committee has confirmed to the
Board that the contributions made by
the Directors offering themselves for
re-election at the 2021 AGM continue
to benefit the Board and the members
are invited to support their re-election.
Non-Executive Directors are appointed
initially for three years and Non-Executive
Directors may, subject to Board approval,
remain in office for a period of up to
six years, or two terms in office, with
discretion for the Board to extend the
term for one further three-year term,
to a maximum of nine years.

Annual evaluation

The performance of the Committee
has been assessed by way of an
internal process whereby the Chair
and Company Secretary carried out
a Committee evaluation through an
electronic questionnaire. The results of
this report were subsequently discussed
and areas identified to develop the
effectiveness of the Committee further.

Focus for 2021

Board membership and succession
will continue to be high on the agenda
moving into 2021. The Committee will
also monitor the effectiveness of recent
appointments to the Board and take an
active interest in the succession planning
and future leader identification processes
for those immediately below Board level,
sitting on the CLT, as well as monitoring
progress on diversity to ensure that
any succession plans incorporate an
appropriate balance of diversity,
skills and experience.

Chris Sullivan
Chair, Nomination Committee
22 March 2021
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“The refreshed Audit and Risk Committee
has overseen a significant strengthening
of Alfa’s financial management and wider
governance capabilities.”

Principal activities in 2020

• Reviewed the 2019 year-end financial
statements and Annual Report.

• Reviewed the progress on the

financial management improvement
programme and agreed that it should
move into business as usual.

• Reviewed proposals from potential
audit firms and selected RSM to
replace Deloitte as the Company’s
external auditor.

Steve Breach
Chair of the Audit and Risk Committee

Dear shareholders,

I am pleased to present our Audit and Risk
Committee Report for the year ended
31 December 2020. The Report explains
the work of the Committee during the
year, as well as setting out expected key
areas of focus for 2021.
The Committee has an annual work plan
linked to the Company’s financial reporting
cycle, which ensures that it considers all
matters delegated to it by the Board.
In addition, as announced on 22 July 2020,
following a competitive tender process,
RSM Audit UK LLP (‘RSM’) was appointed
to fill a casual vacancy to replace Deloitte
LLP (‘Deloitte’) which resigned as auditor
during the year. The Committee has
recommended to the Board that a
resolution be put to shareholders to
confirm the appointment of the new
auditor at the Annual General Meeting.
We have continued to review and
challenge the assumptions and
judgements made by management in
the preparation of published financial
information and to oversee the internal
control environment, including oversight
of the external and internal audit
processes. Throughout the year, the
Committee’s primary focus has been to
maintain the integrity and transparency
of the Company’s internal and external
financial reporting. We have spent
significant time assessing the application
of IFRS 15 ‘Revenue from Contracts
with Customers’, alongside careful
consideration of the Company’s risk
management framework, internal controls
and management information systems.

It has been pleasing to see that the
Company has made significant progress
during the year improving the timeliness
and accuracy of reporting and forecasts.
Importantly, these improvements have
been delivered during a period of remote
working which has existed since the date
of the last report.
Committee members’ skills and experience
are set out on pages 66 to 67. The Board is
satisfied that the Committee meets the
requirement to have recent and relevant
financial experience and that, as a whole,
its members have experience of the asset
finance and enterprise software sector
and corporate governance.
This year the Board undertook an
internally facilitated review of the
effectiveness of the Board and Board
Committees, including this Committee,
in accordance with the requirements under
the 2018 Code and you can read more
about this on page 77. As a result of its
work during the year, the Committee has
concluded that it has acted in accordance
with its Terms of Reference.

• Worked with and monitored the
plan to transition to RSM.

• Reviewed the half-year financial
results and trading updates.

• Approved the Company’s risk
management framework, risk
appetite and risk register.

• Reviewed key findings from 2020

internal audits and approval of the
2021 internal audit plan.

• Considered key accounting matters
and new accounting standards.

Areas of focus for 2021

• Continue to monitor legislative and

regulatory changes that may impact
the work of the Committee.

• Consider the impact of proposed
audit industry changes.

• Consider a wider range of topics
for Committee training.

Attendance at Audit and
Risk Committee meetings
Meetings
attended

Steve Breach (Chair)

5/5

Adrian Chamberlain1

4/4

Steve Breach

Charlotte de Metz

4/4

Chair of the Audit
and Risk Committee

Chris Sullivan

1

5/5

1.	Adrian Chamberlain and Charlotte de Metz
were appointed on 24 April 2020 as members
of the Audit and Risk Committee.
 he Committee’s members are all
T
Independent Non-Executive Directors.
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Key responsibilities
of the Committee

The Board has delegated to the
Committee responsibility for overseeing
financial reporting, the review and
assessment of the effectiveness of the
internal control and risk management
systems and maintaining an appropriate
relationship with the external auditor.
The Committee has adopted Terms of
Reference, which are available to view at
investors.alfasystems.com. The Terms
of Reference provided the framework
for the Committee’s work in the year
and key responsibilities of the Committee
are summarised as follows:

• Overseeing the relationship with the

Company’s external auditor, monitoring
its effectiveness and independence
and making recommendations to the
Board in respect of its remuneration,
appointment and removal. The Committee
also reviews the findings from the external
auditor, including discussion of significant
accounting and audit judgements, levels of
errors identified and overall effectiveness
of the audit process.

• Reviewing the financial statements of

the Company, including its annual and
half-yearly reports and, if applicable,
any other formal announcements
relating to its financial performance.
The Committee will also consider
significant financial reporting issues,
accounting policies and key areas of
judgement or estimation. This review
also includes consideration of the
clarity and completeness of disclosures
on the information presented in the
financial statements.

•

Overseeing the accounting principles,
policies and practices adopted by
the Company.

• Monitoring and reviewing internal

audit activities, reports and findings.

• Reviewing the effectiveness of the

Company’s system of internal financial
controls and internal control systems.

• Advising the Board on the Company’s

risk strategy, risk policies and current
and emerging risk exposures, including
the oversight of the overall risk
management framework and systems.

• Assessing the adequacy and security

of the Company’s arrangements for
its employees and contractors to raise
concerns, in confidence, about possible
wrongdoing in financial reporting
or other matters and to ensure
proportionate and independent
investigation of such matters.

• Making recommendations to the

Board as it deems appropriate
on any area within its remit where
action or improvement is required.

Other information

Meetings

During the year, the Committee met
five times and met privately with the
external auditor twice. The Committee
operates to a forward agenda linked
to the financial calendar which ensures
that the responsibilities and duties
of the Committee are discharged
in accordance with the Terms of
Reference and the requirements of
the UK Corporate Governance Code.
In addition to the Committee members,
by invitation, the meetings of the
Committee may be attended by the
CFO. The Chairman of the Board, CEO
and COO may also attend meetings.
The Company’s external auditor and
the internal audit services provider
are also present at all Committee
meetings, to ensure full communication
of matters as they relate to their respective
responsibilities. At the end of each
Committee meeting, Committee members
have the opportunity to meet with the
external auditor (and, where appropriate,
the internal auditor) for a private
discussion regarding the audit process
and relationship with management.
The Chair of the Committee holds
regular meetings with the external
auditor, which has an opportunity to
discuss matters with the Committee
without management being present and
also with the CFO (who has responsibility
and custody of the internal audit function).
Meetings of the Committee are
scheduled close to the end of the
half and full year, as well as before the
publication of the associated half-year
and full-year financial reports, so as
to ensure the Committee is informed
fully, on a timely basis, on areas of
significant risks and judgement.
The Board has confirmed that it is
satisfied that Committee members
possess an appropriate level of
independence and depth of financial
and commercial expertise. For the
year ended 31 December 2020, Steve
Breach, the Chair of the Committee,
was determined by the Board as having
recent and relevant financial experience.
The Committee is satisfied that it
receives sufficient information and
has access to relevant and timely
management personnel to allow the
Committee members to engage in an
informed debate during Committee
meetings and to fulfil its responsibilities.
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Significant financial
reporting judgements

As part of its monitoring of the
integrity of the financial statements,
the Committee reviews whether suitable
accounting policies have been adopted
and whether management has made
appropriate estimates and judgements
and seeks support from the external
auditor to assess them. The Committee

Area of
focus
Revenue
recognition

considered the following significant
judgements and other areas of audit
focus in respect of the financial statements
for the year ended 31 December 2020.
These areas have been identified as being
significant by virtue of their materiality or
being accounting items which are new for
the current financial year or the level of
judgement and/or estimation involved.
In order to ensure the approaches taken

Assessment

Review of the Committee

The Group’s operations include complex
software implementation programmes and
service activities.

In advance of the half year and full year the Committee received reports from
management that outlined the key judgements that were likely to be required to
be included in the results. These reports were reviewed and the key points within
them were discussed, with the external auditor commenting where relevant.

The delivery of these contracts typically extends
over more than one reporting period, and
often the original project plans are amended
as the implementation programme progresses.
In addition, from time to time, the Company
is entitled to one-off licence income uplifts or
changes to maintenance income entitlements.
In recognising revenue, management must
apply a number of judgements to allocate the
overall transaction price across the multiple
performance obligations that have been
identified within these projects.
Development
costs

were appropriate, the Committee
considered reports from both
management and the external auditor.
The Committee challenged judgements
and sought clarification where necessary.
The Committee received a report from
the external auditor on the work it had
performed to arrive at its conclusions
and discussed in detail all material
findings contained within the report.

The Group continues to invest in the
development of the Alfa Systems product.
The majority of development effort is
undertaken in partnership with
customers and therefore is specific to that
implementation or customer’s process.

As part of the process of approving the issuing of the half-year and full-year results
these reports were updated and issued by management to the Committee with
management’s final positions documented. These were considered carefully
by the Committee in conjunction with input from the external auditor.
The Company entered into a five-year extension for an existing client in
October 2020. This was a large contract with the key judgements being how
much of the contract value should be split between licence and maintenance
revenues, and how this should be recognised over the five years. There were
initial discussions in the December 2020 meeting, and the Company produced
a detailed paper outlining the approach taken and the judgements made for
the March 2021 meeting, which were reviewed carefully by the Committee
with input from the auditor, and the position adopted in the accounts agreed.
The Committee reviewed reports from management detailing the costs that
had been identified as appropriate for capitalisation.

Judgement is required to assess whether
any development is substantially new in either
design or functionality, and whether it would
be commercially viable in the open market.
Therefore, management assesses the likelihood
of capitalisation of such costs prior to initiation
of the investment project and also performs
bi-annual assessments of the development work
that has been undertaken to determine if it meets
the criteria set out in IAS 38 for capitalisation.
Alternative
performance
measures
(‘APMs’) and
presentations
not specifically
defined by
IFRS

Alfa has used APMs which are not specifically
defined by IFRS, being Adjusted EBIT and
Adjusted EBIT margin, to show the impact on
earnings before the capitalisation (and related
amortisation) of development costs, in order to
present clearly the underlying costs and results
of the Group.

Going concern
and viability
statement

The Directors must satisfy themselves
regarding the Group’s long-term viability
and confirm that they have a reasonable
expectation that the Group will continue
to operate and meet its liabilities as they
fall due for the foreseeable future.

Additionally, Alfa has used Constant currency
revenue growth to show the underlying growth
of revenues excluding the effects of currency
fluctuations, and Operating free cash flow
conversion to show the conversion of
Adjusted EBIT to cash.

The Committee reviewed the use of these APMs and agreed with management
that over time the usefulness of the Adjusted EBIT and Adjusted EBIT margin
had declined and so the use of these measures should be discontinued.
The Committee also reviewed the calculation of the Operating free cash flow
conversion and amended this to reflect the discontinuation of Adjusted EBIT
as an APM. In addition, the Committee noted that total lease payments were
previously included in Operating free cash flow; in order to make the cash flow
measure consistent with the profit measure Alfa changed Operating free cash
flow to only include the principal element of lease payments.

The Committee reviewed management’s budget and forecasts, including
an overview of the assumptions made in the preparation of the base case
supporting the going concern and viability statement. This included the
Group’s 2021 budget and also plans for 2022 and 2023.
The Committee discussed and challenged the budget and forecasts before
agreeing with the reasonableness of the three-year period. The Committee
assessed this in light of the principal risks and uncertainties, including the
impact of Covid-19, as disclosed on pages 44 to 49 in the Strategic report.
The Committee discussed and challenged the downside scenarios modelled
as part of the viability statement as disclosed on pages 50 to 51 in the Strategic
report, the funding headroom available, the feasibility of mitigating actions
and the speed of implementation of any cost-saving measures following future
management decision-making.
The Committee noted the 2018 Code requirement for the Directors to
state whether they consider it appropriate to adopt the going concern basis
of accounting for a period of at least 12 months from the date of approval
of the 2020 financial statements.
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Other information

Fair, balanced and
understandable

Conclusion/Action taken
The Committee agreed with the revenue
judgements adopted by management in
preparing the results.

The Committee has undertaken a careful
review to ensure that the Annual Report
is ‘fair, balanced and understandable’
and provides the necessary information
for shareholders to assess the Company’s
consolidated position, performance,
business model and strategy, in line
with the requirements of the 2018 Code.
The Committee members were consulted
at various stages during the drafting
process and provided input at the planning
stage, as well as having the opportunity
to review the Annual Report as a whole
and discuss, prior to the March 2021
Committee meeting, any areas requiring
additional clarity or better balance in the
messaging. In forming its opinion and
recommendation to the Board in respect
of the above matters, the Committee
assessed the following:

• A qualitative review of disclosures

and a review of internal consistency
throughout the Annual Report
and Accounts;

• A review by the Committee of all
The Committee noted that the amounts
being capitalised remained relatively modest
compared with the total expenditure on the
product during the period. The Committee
concurred with management’s approach on
the amounts to be capitalised.

material matters, as reported elsewhere
in this Annual Report and Accounts;

• A risk-comparison review, which

assesses the consistency of the
presentation of risks, and significant
judgements throughout the main areas
of risk disclosure in this Annual Report
and Accounts;

• A review of the balance of good
and bad news; and

• Ensuring it correctly reflects:
• 	the Company’s position and
The Committee agreed with management
that the continued use of Constant currency
revenue growth and Operating free cash flow
conversion % was appropriate.

performance as described on
pages 120 to 153;

• 	the Company’s business model,

as described on pages 18 to 19; and

• 	the Company’s strategy, as described
on pages 1 to 63.

Following this evaluation and analysis, the
Committee was satisfied with the judgements
made and that the continued use of the going
concern basis was appropriate, and the viability
statement was prepared appropriately.

On the basis of this work, together
with the views expressed by the external
auditor, the Committee recommended,
and in turn the Board confirmed, that
it could make the required statement
that the Annual Report is ‘fair, balanced
and understandable’.

Risk management

The Board has overall responsibility for
determining the nature and extent of its
principal and emerging risks and the extent
of Alfa’s risk appetite, and for monitoring
and reviewing the effectiveness of the
Company’s systems of risk management
and internal control. Further details of the
risk management objectives and process
are on pages 42 to 43. The principal risks
and uncertainties facing the Company are
addressed in the Strategic report in the
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table on pages 44 to 49. The Board
has delegated to the Committee the
responsibility for monitoring the effectiveness
of the systems of risk management.

Internal control

The Board determines the objectives and
broad policies of the Company and meets
regularly, when a set schedule of matters
which are required to be brought to it for
decision is discussed. Overall management
of the Company’s risk appetite, its
tolerance to risk and discussion of key
aspects of execution of the Company’s
strategy remain the responsibility of
the Board. The Board has delegated
to the Audit and Risk Committee the
responsibility for overseeing the system
of internal controls to ensure these are
appropriate to the business environments
in which the Company operates.
Key elements of this system include
the following:

• A clearly defined organisation structure
for monitoring the conduct and
operations of the business.

• Clear delegation of authority throughout
the Company, starting with the matters
reserved for the Board.

• A formal process for ensuring that key
risks affecting operations across the
Company are identified and assessed
on a regular basis, together with the
controls in place to mitigate those
risks. Risk consideration is embedded
in decision-making processes at all
levels and the most significant risks
are periodically reviewed by the
Board. The risk process is reviewed
by the Audit and Risk Committee.

• The preparation and review of the
annual budget.

• The monthly reporting of actual

results and their review against the
budget, forecasts and the previous
year, with explanations obtained for
all significant variances.

• The Finance Manual which outlines key

control procedures and policies to apply
throughout the Company. This includes
clearly defined policies and escalating
authorisation levels for all procurement
activity including capital expenditure
and investment.

In the 2019 Annual Report and Accounts
the Committee highlighted that whilst
the majority of Alfa’s controls operated
as intended there were some areas of
weakness. The areas highlighted were
the timeliness of reporting and the
implementation of IFRS 15, along with the
inherent difficulty of accurate forecasting
which is particularly dependent on the
timing of new contract sign-offs and
project milestones, changes to which
may be beyond the control of Alfa.
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Throughout 2020 progress has been made
on all the areas that were highlighted with
the timeliness of reporting, including the
impact of IFRS 15, significantly improving
through the year and embedded into a
new monthly management report, along
with more detailed and robust forecasting
and budget processes. There are some
additional improvements being targeted
for 2021, but these areas are not now
considered ongoing areas of weakness,
and no new areas of weakness were
identified during 2020.

Internal audit

The Audit and Risk Committee
supports the Board in fulfilling its
responsibilities to review the activities,
resources, organisational structure and
operational effectiveness of the internal
audit activities. Following discussion with
the Committee Chair and the CFO, BDO
LLP presents its internal audit plan for
approval to the Committee before the
start of each new financial year and will
provide an update and further plans at
the mid-year stage.
The Committee monitored and reviewed
the scope, extent and effectiveness
of the internal audit plan in line with
the Company’s key risks and strategy.
Internal audit is a standing agenda item
at each Committee meeting and BDO LLP
presents an update on audit activities,
the progress of the audit plans and the
outcomes of all audits with action plans
to address any issues. Activities of internal
audit during 2020 included the following
areas of focus:

• Risk management processes
• Contract management and
commercial contracts

• Business continuity planning
and IT disaster recovery

• Financial systems and controls
• Recruitment and retention; and
• Brexit preparations.

As part of the annual review referenced
above, and considering management’s
opinion, the Committee was satisfied
that the internal audit function remains
effective and fit for purpose.

External Audit

The Committee oversees the Company’s
relationship with, and the performance of, the
external auditor. This includes responsibility
for monitoring its independence, objectivity
and compliance with ethical and regulatory
requirements. The Committee is the
primary contact with the external auditor.
The Committee also has responsibility for
approving the nature of non-audit services
which the external auditor may or may not
be allowed to provide to the Company
and the fees paid for these services
(subject to de minimis levels).

External audit tender
and appointment

As announced on 22 July 2020, following
a comprehensive tender process, the
Audit and Risk Committee recommended,
and the Board agreed to recommend
to shareholders, that RSM be appointed
to succeed Deloitte as the Company’s
auditor. A resolution to appoint RSM for
the year ending 31 December 2021 is
being proposed to shareholders at the
Company’s AGM to be held on Monday
10 May 2021. You can read more about
this in the Notice of AGM, which will be
available on the website in due course.
The Company has complied with the
provision of the Competition and Markets
Authority’s order for year-end 2020
in respect of audit tendering and the
provision of non-audit services.
When considering the future strategy of
the Company, the Committee considered
partnering to be a key component of
future growth plans. To ensure that the
Company can work with the widest range
of partners possible, Deloitte, which is
one of the leading service providers to
the global asset and automotive finance
market, was not considered as part of
the tender process for the audit.

Independence and performance
of the external auditor

The Committee is responsible for
reviewing the independence of the
Company’s external auditor, RSM,
agreeing the terms of engagement and
the scope of its audit. RSM has a policy
of partner rotation, which complies with
regulatory standards, and RSM operates
a peer review process for its engagements,
to ensure that its independence is
maintained. The Committee reviewed a
report from the external auditor describing
its arrangements to identify, report and
manage any conflicts of interest.
Maintaining an independent relationship
with the Company’s external auditor is a
critical part of assessing the effectiveness
of the audit process. The Board has
approved a policy which is intended to
maintain the independence and objectivity
of the external auditor. The policy governs
the provision of audit, audit-related
services and non-audit services provided
by the auditor. Committee approval is
required for any service with an expected
cost in excess of £10,000. During 2020,
the external auditor confirmed to the
Committee that it did not provide any
non-audit or additional services other than
for the half-year review that could lead
to its objectivity and independence being
compromised on behalf of the Company.
Details of audit, audit-related fees and
non-audit fees are included in note 9
to the consolidated financial statements.
The Committee notes that audit partner
rotation every five years facilitates
independence and objectivity within the
external audit team. The current External
Audit Engagement Partner is Graham
Ricketts, who was appointed to lead
the audit in July 2020. The Committee
is satisfied with the performance and
effectiveness of RSM as external auditor,
taking into account the Committee’s own
assessment and feedback. The Committee
has concluded that RSM displays the
necessary attributes of independence
and objectivity.
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Assessment of the audit process

The scope of the external audit is formally
documented by the auditor. It discusses
the draft plan with management before it
is referred to the Committee, which reviews
its suitability and holds further discussions
with management and the auditor before
final approval. The Committee has reviewed
the quality of the audit plan and related
reports for the 2020 audit and is satisfied
with the quality of these documents.

Other information

Assessment of the effectiveness
of the Committee

The Committee’s effectiveness in respect
of 2020 was evaluated as part of the
internal review described on page 77.
The key issues that were identified in
the Committee evaluation were discussed
by the Committee to ensure these were
adequately addressed and the Chair
provided an update where appropriate.

The Committee discussed the quality
of the half-year review and audit work
since RSM’s appointment and considered
the performance of the external auditor,
taking into account feedback from various
stakeholders across the business and
the Committee’s own assessment.
The evaluation focused on: robustness
of the audit process; quality of delivery;
reporting; and people and services.
The Committee reviewed the independence
of the external auditor and concluded
that it complies with UK regulatory and
professional requirements and that its
objectivity is not compromised.

Focus for 2021

The Committee does not intend to put
the external audit out to tender in the
coming financial year as the appointment
of RSM occurred in 2020 and therefore
the Company has complied with the
Competitions and Markets Authority
requirement in relation to audit tenders
every 10 years. The Committee will
continue to keep this under review
as part of its review of effectiveness
of the external auditor.

22 March 2021

Going concern and
viability statements

The Committee reviewed the updated
wording of the Company’s longer-term
viability statement, set out on pages 50
to 51. To do this, the Committee ensured
that the financial model used was consistent
with the approved three-year plan and
that scenario and sensitivity testing
aligned clearly with the principal risks of the
Company. Committee members challenged
the underlying assumptions used and
reviewed the results of the detailed work
performed. The Committee was satisfied
that the analysis supporting the viability
statement had been prepared on an
appropriate basis. The Committee also
reviewed the going concern statement,
set out on page 41 and confirmed its
satisfaction with the testing methodology.

In 2021, as well as the regular cycle of
matters that the Committee schedules
for consideration each year, the
Committee will continue to monitor
legislation and regulatory changes,
including those that affect the audit
market that may impact the work of
the Committee.

Steve Breach
Chair, Audit and Risk Committee
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“The Committee has had an active year,
ensuring that remuneration decisions
taken during the year appropriately
reflected the impact on all stakeholders
during the Covid-19 pandemic.”

Adrian Chamberlain
Chair of the Remuneration Committee

Dear shareholders,

I am pleased to present our Directors’
Remuneration Report for the year ended
31 December 2020, including both a new
Directors’ Remuneration Policy and the
Annual Report on Remuneration for
approval at the 2021 AGM. This is my
first report since I took over as Chair
of the Committee in April 2020 and
I would like to thank Chris Sullivan for
his work on the Committee as Chair,
and to Steve Breach and Charlotte
de Metz for their contribution to the
Committee’s work during 2020.
Obviously, 2020 has been an unusual
year due to the Covid-19 pandemic. The
Committee has had to consider carefully
the impact that this should have on setting
short-term and long-term targets, as well
as its decision-making on remuneration
outcomes for the year. The 2020 bonus
targets were set in advance of the
pandemic and these remained unchanged.
The 2020 LTIP targets were set after the
pandemic had hit and a couple of months
into lockdown at a point at which the share
price had increased by more than 40%
from its low point and back to the level
of September 2019. This informed the
Committee’s decision not to scale back
award opportunities for 2020, nor adjust
the basis of the TSR targets attaching to

50% of the awards. Similarly the EPS
targets were set by looking at growth
rates based off the 2019 results which
were unaffected by the pandemic. Having
considered the incentives carefully we
believed then and continue to believe
now that the remuneration structure is
fit for purpose even given the evolving
circumstances. Like many Remuneration
Committees we relied on internal and
external guidance in light of the effects
the pandemic had in every area of our
lives. As is our duty to all Alfa stakeholders,
we want to ensure that the overall
remuneration structure remains fit for
purpose in light of evolving circumstances,
but also aligned with the interests of
other key stakeholder groups, notably
our employees.

Company performance in 2020

The Committee engaged with shareholders
as part of our review of our proposed
Directors’ Remuneration Policy as well as
assessing its effectiveness with the input
of our external remuneration advisor.
The Committee also spent time ensuring
that our approach to remuneration
continues to remain in line with market
changes and corporate governance
developments. The Committee continued
to carry out its usual role in ensuring
remuneration outcomes and decisions are
appropriate in the wider business context.

In September 2020, we were delighted
to announce the declaration of a special
dividend, our first as a listed Company.
This returned £44.2m to shareholders
and was positively received.

The Company saw a strong financial
and operational performance in 2020.
In spite of the economic uncertainties
brought about by the pandemic, revenues
were up 22% on prior year at £78.9m
(2019: £64.5m) and operating profit
increased by £10.2m to £23.9m
(2019: £13.7m). For a comprehensive
overview, I would direct readers to the
Strategic report on pages 1 to 63.

During the pandemic, the Company
did not furlough any employees or
access any Government support.
We also redirected time and resources
to develop a programme of wellbeing
resources, activities and events to support
our employees through a difficult period.
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Performance outturns for 2020
Reflecting the strong financial and
operational performance, and taking
into account the broader stakeholder
experience in 2020. The Committee
approved the 2020 bonus outcomes
for the Executive Directors. Operating
profit and revenue performance both
significantly exceeded the performance
ranges set, warranting 100% payout under
each element respectively. The Committee
similarly reviewed the outcome in respect
of the free cash flow element, and
considered that, although the Company
had maintained a good operating free
cash flow of 114%, the stretching threshold
was not achieved and no payment would
be made in respect of this element.

The Committee also assessed the
performance of each of the Executive
Directors against their personal objectives,
and concluded that payouts of between
target and maximum were warranted for
each of the CFO and COO.
This led to an overall outcome of 82%
of maximum (pro-rated for time served)
for the CFO and 80% of maximum for
the COO. More information on how the
annual bonus for 2020 was determined
is provided on page 101.
The Executive Chairman and the CEO
have separately advised the Committee
that, due to their significant shareholding
in the Company, they wish to waive
their eligibility for a bonus in respect of
the performance year 2020 and for any
Long-Term Incentive Plan (LTIP) award for
the performance period beginning January
2021. Shareholders will be aware that the
Executive Chairman and CEO also waived
any entitlement for the performance years
2017, 2018 and 2019. The Committee
places on record its thanks to the Executive
Chairman and the CEO for waiving their
bonus and LTIP entitlements, which helps
the Committee broaden share ownership
to selected Company employees.
More broadly, the Committee is satisfied
with Alfa’s response to the Covid-19
pandemic and the impact this had on the
experience of all key Alfa stakeholders
during the year – including shareholders,
employees and customers. The Committee
has therefore not exercised any discretion in
relation to the outcome of the variable pay
schemes, or to overall remuneration levels.

Other information

The first LTIP awards for Executive
Directors and members of the Company
Leadership Team were awarded in June
2020 and the performance against the
targets for both relative total shareholder
return (‘TSR’) and earnings per share
(‘EPS’) growth over the three years to
December 2022 will be reviewed regularly.

2021 Policy and implementation
As required by the reporting regulations
with which Alfa must adhere, the
Remuneration Policy is being submitted
to a binding vote at the 2021 AGM, this
being the third anniversary of its adoption.
In the year, the Committee debated
the existing remuneration arrangements
but on balance we decided that the
current approach remained well suited to
our strategic intentions. The Policy being
put to shareholders at the 2021 AGM
therefore remains largely unchanged.

The Committee has also worked to
incorporate updates to the UK Corporate
Governance Code into our new Policy.
This has involved the development of a
new post-cessation shareholding policy,
and reinforcement of existing processes
to ensure the Committee reflects on wider
workforce conditions when setting pay.
From 2021, Executive Directors will
have to retain their full 200% of salary
shareholding requirement for one year
after leaving the Group, and 100%
of salary (50% of the requirement) for
a second year. This is to ensure Executive
Directors are aligned with the shareholder
experience beyond directorship, encouraging
risk-conscious stewardship.
Finally, the Committee reviewed the
claw back policy to ensure it allows
value to be recouped form not only
the Executive Directors but also all
participants of our LTIPs in a sufficiently
wide range of circumstances. We concluded
that the malus and clawback triggers
currently in place provide us with sufficient
flexibility to recover payments should
such circumstances arise, though we will
keep this under review as practice evolves.
Further details on our new Remuneration
Policy are described on pages 92 to 98.
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Principal activities in 2020

• Approved the remuneration

for Duncan Magrath, prior to
his appointment to the Board;

• Engaged with stakeholders on the

2021 Directors’ Remuneration Policy;

• Approved a revised remuneration
structure for senior management
below Board level;

• Set the annual bonus targets for

the Executive Directors for the financial
year 2020 and measured performance
against them (following the year end);

• Approved LTIP awards to employees
under the LTIP, and the targets
attached to these;

• Incorporated the revised UK

Corporate Governance Code
into the Committee’s policies
and procedures; and

• Reviewed and recommended

for approval the revised Terms
of Reference of the Committee.

Areas of focus for 2021

• Approval of bonus performance
measures and targets for 2021;

• Approval of performance

conditions and awards under
the Company’s LTIP for 2021;

• Review of any issues raised
by shareholders in relation
to remuneration and the
Remuneration Policy; and

• Assessment of the ongoing

appropriateness of the remuneration
arrangements in light of remuneration
trends and market best practice.

Attendance at Remuneration
Committee meetings
Meetings
attended

Adrian Chamberlain (Chair)1

2/2

Chris Sullivan

3/3

2

Steve Breach

3/3

Charlotte de Metz

2/2

1.	Adrian was appointed as Chair of the
Remuneration Committee on 24 April 2020.
2.	Chris resigned as Chair of the Remuneration
Committee on 24 April 2020.
The Committee’s members are all
Independent Non‑Executive Directors.
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For the upcoming year, salaries will
remain unchanged for the Chairman,
CEO, CFO and COO, though they will
be reviewed annually to assess their
continued suitability.
The opportunities available under the
annual bonus will remain at 100% of salary
for the CEO and COO and 125% for the
CFO. As the business moves towards
targeting more subscription revenues, the
Committee have taken the opportunity
to review the performance measures
for the 2021 annual bonus. We are of the
view that our existing measures of revenue,
operating profit and personal objectives
continue to be appropriate for 2021.
We have reviewed the cash measure and
consider this should be a modifier rather
than an absolute incentive in its own right,
as the Committee believes this will better
match the strategy of the business. It will
incentivise management to continue to
maintain a strong cash focus, but without
dis-incentivising them for pursuing more
recurring revenues. Further information
is provided on pages 106 and 107.
We understand from our engagement
with shareholders that quantifiable nonfinancial objectives are of real importance
and, as such, the Committee will continue
to strive to meet these expectations. As in
previous years, precise financial and nonfinancial targets are commercially sensitive
and will be disclosed at the end of the
performance year, per our current practice.

The opportunities available under the LTIP
have been set at 150% for the CFO and
100% of salary for the COO. Over the
year the Committee gave careful thought
to the measures in the LTIP. We believe
that, for now, EPS and TSR continue to
provide the most appropriate means of
testing long-term performance and
therefore no changes have been made
for the 2021 awards, though we will
continue to review the suitability of the
measures prior to making new awards,
as we do currently.

UK Corporate Governance Code
To ensure the Committee continues to
be mindful of wider workforce conditions,
we have worked to improve the flow of
feedback and workforce information
which is provided to the Committee
and the Board on a regular basis.

2020 AGM

We were naturally disappointed that
we were unable to allow shareholders to
attend our 2020 AGM on 11 June 2020.
Our primary concern during this time was
the health and safety of our employees
and all stakeholders under the guidance
of the UK government.
We had hoped to welcome shareholders
in person to the 2021 AGM. Due to
continuing restrictions on public gatherings
and travel, we look forward to welcoming
shareholders virtually through an online
meeting platform.
I hope you will support both the binding
vote on the Directors’ Remuneration Policy,
where we have taken into consideration
your feedback, and the advisory vote on
the Directors’ Remuneration Report at
our upcoming AGM, and that you find
this report accessible and informative
in aiding that decision.

Committee evaluation

The Committee’s performance was
evaluated internally by the Company
Secretary. Further information on the
process is summarised on page 77.
The evaluation concluded that the
Committee was operating effectively.
All Committee members were found to
robustly challenge data, proposals, and
remuneration and variable incentives.
It was agreed that, given the evolving
regulatory framework, there would be
additional focus on training for the
Committee in 2021.

Adrian Chamberlain
Chair of the Remuneration
Committee
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Directors’ Remuneration Policy and implementation for 2021
Y1

Salary &
benefits

Pension

Annual bonus

(Policy max 150%)

LTIP

(Policy max 150%)

CEO

£337,175

CFO

£284,947

COO

£229,863

CEO

Waived

CFO

6%

COO

6%

CEO

100%

Y2

Y3

Y4

Y5

Policy change

Maximum
contribution reduced
from 10% to align
with workforce rate

Increase deferred
element from 25%
to 50% in line with
DBSP operation

50% deferred for
three years

CFO

125%

COO

100%

CEO

2021 grant 100%

CFO

2021 grant 150%

COO

2021 grant 100%

2-year holding
period

Unchanged

CEO

Safeguards

CFO

Unchanged

COO

CEO

Shareholding
requirements

CFO

Unchanged

200% of salary

COO
Post
Post
employment Y1 employment Y2

Postemployment
shareholding

CEO

200%

100%

CFO

200%

100%

COO

200%

100%

Under the new
Policy, a two-year
post-employment
shareholding
requirement
will apply
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Shareholders approved the
Remuneration Policy at the AGM in
2018. As such, the Company is required
to seek approval for the new Policy at the
AGM to be held on 10 May 2021, from
which date the updated Policy (subject
to being approved) will apply for a period
of up to three years. The Committee

reviewed the remuneration framework
during the year to ensure that it remains
fit for purpose and is designed to
support and drive the business strategy.
The Policy is designed to attract, retain
and motivate our leadership within a
framework designed to promote the

long-term success of Alfa and align with
our shareholders‘ interests. The Policy
remains largely unchanged from the
Remuneration Policy approved by
shareholders in 2018.

Fixed elements of remuneration for Executive Directors
Element of
Purpose and
remuneration link to strategy Operation

Maximum
opportunity

Salary

There is no overall maximum
for, or increase to, salary levels.
In awarding any increase, the
Committee will be mindful of
the general increase for the
broader employee population.

To attract, retain and
motivate Executive
Directors of the
calibre required to
deliver the Company’s
strategy and drive
business performance.

Base salaries will be reviewed at least
annually, and assessed, taking into
account the scope and requirements of
the role, experience of the incumbent
and the total remuneration package.
Any increases will typically be effective
from 1 January.
Account will also be taken of the
performance of the business, the
salary increases awarded to the wider
employee population, and remuneration
arrangements in other listed companies
of comparable scale and sector.

Performance
Personal performance
will be taken into
consideration when
determining any salary
increases.

In appropriate circumstances
the Committee may award
increases outside this range.
These may include:

• A change in role and/or
responsibilities;

• Performance and/or

development in the role
of the Executive Director;

• A significant change in
the Company’s size,
composition and/or
complexity.

In addition, where an Executive
Director has been appointed to
the Board at a starting salary
which is lower than typical
market rate, larger increases
may be awarded as their
experience develops, if the
Committee considers such
increases to be appropriate.
Benefits

Pension

To provide marketcompetitive benefits
which drive Executive
Directors to deliver the
Company’s strategy.

To encourage and
assist with responsible,
secure retirement
provisions, thereby
facilitating the
recruitment of
high-calibre Executive
Directors to deliver the
Company’s strategy.

The Committee’s policy is to provide
Executive Directors with competitive
levels of benefits, taking into
consideration the benefits provided
to Alfa’s employees and those offered
by its peers. Benefits are in line with
those for the broader workforce and
currently include (but are not limited
to) a car or cash allowance; private
medical insurance (individual and
family, if applicable); and death in
service life assurance. The Company
may award additional benefits where
the Committee considers it appropriate
(e.g. travel, accommodation and
subsistence allowances). These may
include national and international
relocation benefits such as (but not
limited to) accommodation, family
relocation support and travel in line
with our policy for other employees
in similar situations.

Given that the cost of
benefits depends on
the Executive Director’s
individual circumstances,
there is no prescribed
maximum monetary value.

May be provided by way of contribution
into a Company pension scheme or
receive a cash supplement in lieu of
pension contributions into this scheme
(or such other arrangement the
Committee determines has the
same economic effect).

The maximum Company
There are no
contribution for Executive
performance
Directors will not exceed the
conditions.
contribution (as a percentage
of salary) available to the
broader employee population.
The current contribution level
for Executive Directors is 6%
of salary, which is aligned to the
contribution for the broader
employee population.

There are no
performance
conditions.

The cost of the benefits
provision will be reviewed
by the Committee on a
periodic basis to ensure
it remains appropriate.
Other payments such as
legal fees or outplacement
costs may be paid if it is
considered appropriate.
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Variable Elements of remuneration for Executive Directors
Element of
Purpose and
remuneration link to strategy Operation

Maximum
opportunity

Annual bonus and
Deferred Bonus
Share Plan (DBSP)

The maximum bonus
opportunity may be
up to 150% of salary
for the Executive
Directors for each
financial year.

Incentivises
and rewards the
achievement of
annual financial
and non-financial
objectives integral
to the Company’s
strategy.
The part-deferral
of earned bonus
into shares provides
alignment with
shareholders’
long-term interests.

The Committee will set the performance
measures and their weighting, and targets
annually to reflect the key financial, strategic
and personal priorities for the business in the
relevant year.
Annual bonus outcomes will be determined by
the Committee, and the Committee may use its
discretion at the end of the performance period
to adjust the final bonus outcome if it considers
that the outcome does not reflect the underlying
performance of the business during the year, or
if it considers the payment is not appropriate in
the context of unforeseen, unexpected or
exceptional circumstances.

Annual awards
made each year to
Executive Directors
will be set out in
the Annual Report
on Remuneration
in respect of the
relevant year.

Where exercised, the rationale for this discretion
will be fully disclosed to shareholders in the
relevant Annual Report.

Malus and clawback provisions will apply
(see explanatory notes).

Incentivises
and rewards the
achievement of the
Company’s long-term
strategic objectives for
the business, through
the use of share-based
awards. To encourage
long-term shareholding
to retain Executive
Directors and provide
greater alignment with
shareholders’ interests.

Awards granted under the LTIP vest subject
to the achievement of applicable performance
conditions measured over at least a three-year
period. LTIPs may be made as conditional share
awards or in other forms (e.g. nil cost options)
if it is considered appropriate.
The Committee may use its discretion at
the end of the performance period to adjust
the final vesting outcomes if it considers that
the outcome does not reflect the underlying
performance of the business or participants
during the performance period, or if it considers
the payment is not appropriate in the context
of unforeseen, unexpected or exceptional
circumstances. Where exercised, the rationale
for this discretion will be fully disclosed to
shareholders in the relevant Annual Report.
Awards that vest are subject to a further
two-year holding period after the vesting
date. Directors may sell sufficient shares to
satisfy the respective tax liability but must
retain the net number of shares until the
end of this two-year period.
The Committee retains the discretion to
allow dividends to accrue over the vesting
period in respect of the awards that vest.
(see explanatory notes).

Performance
measures will
comprise a
combination of
financial and
non-financial
objectives and the
measures may vary
from year to year.
At least half of the
annual bonus will be
based on financial
measures. The
non-financial
performance
measures may include
a combination of
strategic and/or
personal objectives.
Further details on,
and the rationale for,
the measures used
in the annual bonus
will be disclosed in
the relevant Annual
Report (and the
targets set will
normally be disclosed
retrospectively,
subject to these
being considered
not to be
commercially
sensitive).

Not less than 50% of any bonus will normally be
deferred into an award of shares under the DBSP.
Deferred shares will be subject to a three-year
holding period from the date of the award, but
no further performance conditions will apply.
Directors may sell sufficient shares to satisfy
the respective tax liability but must retain the
net number of shares until the end of this
three-year period.

Long Term Incentive
Plan (LTIP)

Performance

The maximum value
of shares (at grant)
which can be made
under an award to an
individual in respect
of a financial year is
150% of salary.
Any awards made in
the same year under
the Company Share
Option Plan will be
taken into account
when applying these
limits. In exceptional
circumstances awards
totalling 200% of
salary may be made
in a year.

Performance
measures will be
determined by the
Committee at the
time of making each
award to ensure
alignment with the
long-term success
of the business.
The performance
conditions may
include, but are not
limited to, market
measures, financial
measures, and
strategic long-term
objectives.
For performance
between threshold
and maximum,
awards vest on a
straight-line basis.

94

Alfa Financial Software Holdings PLC Annual Report and Accounts 2020

A L F A F I N A N C I A L S O F T WA R E H O L D I N G S P L C
2 0 2 1 D I R E C T O R S ’ R E M U N E R AT I O N P O L I C Y C O N T I N U E D
Element of
Purpose and
remuneration link to strategy Operation

Maximum
opportunity

Company Share
Option Plan (CSOP)

Maximum value of
£30,000 at the time of
grant, including any
existing awards under
the CSOP. Overall
maximum of 200% of
salary in any one year
including any awards
under the LTIP rules.

Awards vest subject
to predetermined
performance
conditions assessed
over a minimum
period of three years.

Performance

Incentivises and
rewards the
achievement of
long-term targets
aligned to encourage
long-term shareholding
to retain Directors,
and provide greater
alignment with
shareholders’ interests.
The CSOP also
provides flexibility
in the retention
and recruitment of
Executive Directors.

Awards granted under the CSOP become
exercisable subject to such timings and
performance conditions as may be set by
the Committee.

All-employee share
plans

All-employee plans are
designed to encourage
share ownership within
the wider workforce.

Executive Directors are eligible to participate in
any all-employee share plan in place, on identical
terms to other participants. In the case of UK tax
qualifying plans, these will be operated in line with
HMRC guidance.

Participation in
any approved
all-employee share
plans will be subject
to the same limits as
for other eligible
employees and, in
the case of any UK
tax qualifying plan,
will be subject to
the maximum limits
permitted by the
relevant tax legislation.

The Committee
may apply conditions
to participation in
all-employee share
schemes, which
will apply to all
employees.

Shareholding
Requirement

To drive long-term,
sustainable decisionmaking for the benefit
of the Company and
our shareholders.

The Executive Directors are required to build
up a shareholding equivalent to align with the
long-term interests of shareholders. Until the
requirement is met, 50% of any share awards
vesting (after any sales to cover tax liabilities)
should be retained.

Executive Directors
are required to hold
shares equivalent
to 200% in value
of their salary.
Directors are required
to continue to hold
their shareholding
requirement, or,
if their level of
shareholding is below
the requirement, their
actual holdings, for
a period of two years
after leaving the
Company.

There are no
performance
conditions.

Options are granted at market value or the
nominal share price if higher.
The Committee may use its discretion at the
end of the performance period to adjust the
final vesting outcomes if it considers that the
outcome does not reflect the underlying
performance of the business or participants
during the relevant period, or if it considers
the payment is not appropriate in the context
of unforeseen, unexpected or exceptional
circumstances. Where exercised, the rationale
for this discretion will be fully disclosed to
shareholders in the subsequent Annual Report.

Non-Executive Director Remuneration
Element of
Purpose and
remuneration link to strategy Operation

Maximum
opportunity

Fees paid to the
Non-Executive
Directors

Details of the current
fee of levels for the
Non-Executive
Directors are set out
in the Annual Report
on Remuneration.

Fees are set at a level
to reflect the amount
of time and level of
involvement required
in order to carry out
their duties as
members of the Board
and its committees,
and to attract and
retain Non-Executive
Directors of the highest
calibre with relevant
commercial and other
experience.

Fees for Non-Executive Directors will be
determined by the Chairman and the
Executive Directors.
Additional fees are payable for acting as
Senior Independent Director, Committee chairs,
or for undertaking other duties. Fee levels will
be reviewed (though not necessarily increased)
annually and set with reference to the time
commitment and responsibility of the position
as well as taking into consideration market data
for roles in other companies of a similar size
and complexity.

There is no prescribed
maximum annual
increase. Total fees
will not exceed the
maximum amount
provided in the
Company’s Articles
of Association.

Other items
Benefits appropriate
to the role may be
provided. The
Non-Executive
Directors will have
the benefit of a
qualifying third
party indemnity
from the Company
and appropriate
Directors’ and
Officers’ liability
insurance. Travel and
reasonable expenses
incurred (including
any tax gross-up)
in the course of
performing their
duties may be paid
by the Company
or reimbursed.
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Prior arrangements

The Committee reserves the right to
make any remuneration payments and/or
payments for loss of office (including
exercising any discretions available to
it in connection with such payments)
notwithstanding that they are not in
line with the Policy set out above where
the terms of the payment were agreed:
(i)	Before the Policy set out above came
into effect (provided, in the case of
any payment agreed on or after
24 April 2018, it is in line with the Policy
approved by shareholders on that date);
or
(ii)	At a time when the relevant individual
(or other person to whom this Policy
applies) was not a Director of the
Company and, in the opinion of the
Committee, the payment was not in
consideration for the individual
becoming a Director of the Company.
For these purposes ‘payments’ includes
the Committee satisfying awards of
variable remuneration and, in relation
to an award over shares, the terms
of the payment are ‘agreed’ at the
time the award is granted.

Selection of performance
conditions

For the annual bonus, the Committee
believes that a mix of financial and
non-financial targets is most appropriate
for the Company. Strategic and personal
objectives may be included where
appropriate to ensure delivery of key
business milestones. The Committee
will determine the measures and
weightings each year, based on the
key financial and strategic priorities
for the Company.
Performance under the LTIP will typically
be based on a combination of market and
non-market measures. This is so that the
Committee can assess the Company’s
performance with reference to a mix of
underlying financial and stock market
performance and encourages a focus
on long-term financial growth as well as
returns to shareholders. The Committee
will keep the measures and weightings
under review prior to the start of each
cycle to ensure that these remain
effective in driving the Executive
Directors to deliver long-term success.

Explanatory notes

Awards under any of the Company’s share
plans referred to in this report may:
a)	Be granted as conditional share awards
or nil cost options or in such other form
that the Committee determines has
the same economic effect;
b)	Have any performance conditions
applicable to them amended or
substituted by the Committee if
an event occurs which causes the
Committee to determine an amended
or substituted performance condition
would be more appropriate and not
materially less difficult to satisfy;
c)	Incorporate the right to receive an
amount (in cash or additional shares)
equal to the value of dividends which
would have been paid on the shares
under an award that vests up to the
time of vesting (or where the award is
subject to a holding period, release).
This amount may be calculated
assuming that the dividends have
been reinvested in the Company’s
shares on a cumulative basis;
d)	Be settled in cash at the Committee’s
discretion – although the Committee
has no intention to cash settle any
Executive Directors’ awards and would
do so only in exceptional circumstances
(such as where there was a regulatory
restriction on the delivery of shares)
or to settle tax liabilities arising in
connection with the acquisition of
shares; and
e)	Be adjusted in the event of any variation
of the Company’s share capital or any
demerger, delisting, special dividend
or other event that may affect the
Company’s share price.

Discretion, malus and clawback
Variable pay awards may be made subject
to adjustment events. At the discretion
of the Committee, an award may be
adjusted before delivery (malus) or
reclaimed after delivery (clawback)
if an adjustment event occurs.
Our long-term incentive plans provide
the Committee with discretion in
respect of vesting outcomes that affect
the actual level of reward payable to
individuals. Such discretion would only
be used in exceptional circumstances and,
if exercised, the rationale for this discretion
will be fully disclosed to shareholders in
the relevant Annual Report.

Malus will apply to awards under the DBSP
and LTIP. Clawback will apply to all vested
awards under the DBSP and LTIP and the
part of the annual bonus which is paid in
cash. These provisions may be invoked at
the Committee’s discretion at any time
within three years of the payment of cash
bonuses and six years of the grant of DBSP
and LTIP awards.
The Committee has the discretion to
invoke these provisions in the following
circumstances:

• Where there is a material misstatement
of any Company financial results;

• Where an error in assessing performance
conditions is discovered;

• Misconduct on the part of the individual;
and

• Where a material failure of risk

management by the Company is
identified, or in the event of serious
reputational damage to the Company.

Shareholding requirement

The Executive Directors are required to
build up a shareholding equal to at least
200% of salary, to align with the long-term
interests of shareholders. Until the
requirement is met, 50% of any share
awards vesting (after any sales to cover
tax liabilities) should be retained. In order
to generate alignment with shareholders
beyond departure and to drive riskconscious stewardship, a post-cessation
shareholding requirement will be placed
on Executive Directors. The post-cessation
requirement relates to those awards
awarded through incentive schemes by the
Company. Executive Directors will typically
be required to maintain a shareholding
equal to the lower of their in-post guideline
and their actual holding, for one year, and
50% of that level for the second year.
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Illustrations of potential remuneration outcomes

The following charts illustrate the remuneration that could be received by each of
the Executive Directors for varying levels of performance in respect of the first year
in which the Policy is effective. The charts are based on the following assumptions:

Pay scenario Purpose and link to strategy
Fixed

Fixed pay only, consisting of the salaries for 2021, benefits received in 2020
and the current pension policy (6% of salary for the CFO and COO) applied
to 2021 salary

Target

Fixed pay, plus the potential value of the annual bonus at target (50% of the
maximum) and the long-term incentive at threshold (25% of the maximum)

Maximum

Fixed pay, plus the maximum potential value of the annual bonus and
the long-term incentive

Andrew Denton, CEO
100%

Minimum
51%

On-target
Maximum

£337,175
37%

26%

37%

12%
37%

£659,087
£1,302,911

Duncan Magrath, CFO
100%

Minimum
52%

On-target
Maximum

£301,500
36%

26%

37%

12%
37%

£576,500
£1,126,500

Matthew White, COO
100%

Minimum
52%

On-target
Maximum

Fixed

36%

26%

Bonus

£243,200

37%

LTIP

12%
37%

£463,200
£903,200

Approach to recruitment
remuneration

The Committee will seek to align a
new Executive Director’s remuneration
package with the Policy as set out in
the Policy Table.
When determining a remuneration package
for a new appointment, the Committee will
take into consideration the size and scope
of the role, the skills and expertise of the
candidate, the external market rate for a
candidate of that experience, as well as
the importance of securing the preferred
candidate. Benefits will be limited to those
outlined in the Policy, with relocation
assistance provided where appropriate.
Awards under the LTIP and/or CSOP
that may be awarded to a new Executive
Director will not exceed 200% of salary
and the bonus opportunity will not
exceed 150% of salary.
Special consideration may be given in
the event that incentives accrued at a
previous employer are due to be forfeited
on the candidate’s leaving that company,
in which case the Committee retains the
discretion to grant awards with vesting on
a comparable basis to the likely vesting of
the previous employer’s award; any such
award is excluded from the maximum value
of incentives referred to above. For internal
candidates, long-term incentive awards
granted in respect of the prior role would
be allowed to vest according to their
original terms.
For the appointment of a new Chairman
or Non-Executive Director, the fee would
be set in accordance with the approved
Policy in force at that time. The length
of service and notice periods would be
set at the discretion of the Board, taking
into account market practice, corporate
governance considerations and the skills
and experience of the particular candidate
at that time.

Service contracts and
appointment letters

The service contracts of the Chairman
and the Executive Directors do not have
a specific duration but can be terminated
by not less than six months’ notice in the
case of the Chairman and the COO and
by not less than 12 months’ notice for
the CEO and CFO by either party.
Under the service contracts the Executive
Directors are entitled to a salary (reviewed
annually), pension contribution and
benefits, in addition to reimbursement
of reasonable expenses incurred by
them in the performance of their duties.
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The service contracts for Executive
Directors make no provision for
termination payments, other than
for payment in lieu of salary.
The Non-Executive Directors’ appointments
are for a fixed term of three years and are
subject to annual re-election by shareholders.
Under their letters of appointment, their
appointment is terminable by either party on
three months’ written notice except where
the Non-Executive Director is not reappointed
by shareholders, in which case termination is
with immediate effect. The Non-Executive
Directors are entitled to the reimbursement
of reasonable business expenses.

Other information

Termination of office

If the employment of an Executive
Director is terminated, any compensation
payable will be determined by reference
to the terms of the service contract in
force at the time. As variable pay awards
are not contractual, treatment of these
awards are determined by the relevant
rules. The Committee may structure
any compensation payments beyond
the contractual notice provisions in
the contract in such a way as it
deems appropriate.
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The Company may at its discretion make
termination payments in lieu of notice
and contractual benefits. The service
agreements for the CEO, CFO and
COO allow for garden leave during
their notice period.
The appointment letters for the NonExecutive Directors provide that no
compensation is payable on termination.
The Committee has a policy framework
for payments for loss of office by an
Executive Director, both in relation to
the service contract and incentive pay,
which is summarised below.

Category A

Category B

Category C

Voluntary resignation

Agreed terms

Death or cessation by reason

and termination for cause

of ill‑health, disability, injury,
redundancy or change of control

Fixed pay

Paid only until employment ceases.

Paid for the notice period.

Paid only until employment ceases or for notice
period depending on the reason for cessation.

Annual bonus

There is no contractual
entitlement to payments
under the annual bonus.

Treatment will normally fall
between A and C, subject to
the discretion of the Committee,
the terms of any termination
agreement and the reasons for
the Executive Director’s departure.

Cessation during the financial year or after
the financial year end, but before payment date,
may result in bonus being payable (pro-rated
for the proportion of the financial year worked
unless the Committee determines otherwise).
Such bonuses may be settled wholly in cash.

Bonuses delivered in shares
represent the bonus the
Executive Director has already
earned and carry no further
performance conditions.
Awards will normally be released
in accordance to the usual
schedule, unless the Committee
determines that awards should
be released at the time the
individual ceases employment.
Awards will normally be released
in full unless the Committee
determines otherwise.
LTIP awards

Unvested awards will lapse
on cessation of employment.
Vested awards subject to a
holding period will also lapse if the
Executive Director’s employment
is terminated for cause.

Bonuses delivered in shares represent the
bonus the Executive Director has already
earned and carry no further performance
conditions. Awards will normally be released
in accordance to the usual schedule, unless
the Committee determines that awards should
be released at the time the individual ceases
employment. Awards will normally be released
in full unless the Committee determines
otherwise. If the participant dies, awards will
normally be released at the time of their death
on the same basis as for other good leavers.
Treatment will normally fall
between A and C, subject to
the discretion of the Committee,
the terms of any termination
agreement and the reasons for
the Executive Director’s departure.

Awards will normally vest and be released at
the usual time. However, the Committee may
determine that awards should vest at the time
the individual ceases employment and be
released at that time or should be released at
some other time after cessation and before
the ordinary release date – such as following
the end of the performance period in the case
of an award to which a holding period would
otherwise apply. The extent of vesting will take
into account the extent to which the relevant
performance conditions have been met.
Awards are usually scaled back pro-rata to
take account of the proportion of the original
performance period that has elapsed when
the individual leaves (but with the Committee
having discretion not to scale back or to reduce
the scaleback). If the participant dies, awards
will normally vest at the time of their death
on the same basis as for other good leavers.
Vested awards subject to a holding period
will be released from that holding period
at the usual time, unless the Committee
determines the holding period should end
when the individual leaves employment.
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Category A

Category B

Category C

Voluntary resignation

Agreed terms

Death or cessation by reason

and termination for cause

of ill‑health, disability, injury,
redundancy or change of control

CSOP

Unvested options will lapse
on cessation of employment.
Vested options may be exercised
at any time in the six months after
the date of cessation, after which
they will lapse.

Treatment will normally fall
between A and C, subject to
the discretion of the Committee,
the terms of any termination
agreement and the reasons for
the Executive Director’s departure.

Options will normally vest and be released at
the usual time. However, the Committee may
determine that the options should vest at the
time the individual ceases employment and
be released at that time or should be released
at some other time after cessation and before
the ordinary release date – such as following
the end of the performance period. The extent
of vesting will take into account the extent
to which the relevant performance conditions
have been met. Options are usually scaled
back pro rata to take account of the proportion
of the original performance period that has
elapsed when the individual leaves (but
with the Committee having discretion not to
scale back or to reduce the scaleback). If the
participant dies, options will normally vest at
the time of their death on the same basis as
for other good leavers.

Possible disbursements
such as legal costs and
outplacement services.

Possible disbursements such as legal costs
and outplacement services.

Vested options not exercised
will also lapse if the Executive
Director’s employment is
terminated for cause.

Other payment

None.

Change of control policy

In the event of a change of control of
the Company, LTIP and CSOP awards
will vest to the extent determined by
the Committee taking into account the
extent that the Committee determines
that the performance conditions have
been satisfied, and, unless the Committee
determines otherwise, the proportion of
the performance period that has elapsed.
DBSP awards will normally be released in
full, unless the Committee determines
otherwise. Alternatively, the Committee
may permit an Executive Director to
exchange their awards for equivalent
awards over shares in a different Company.
If the change of control is an internal
reorganisation of the Company, Executive
Directors will ordinarily be required to
exchange their awards (rather than awards
vesting), and the Committee may also
require the exchange of awards in other
circumstances, as it considers appropriate.
If other corporate events occur such as a
winding-up of the Company, demerger,
delisting, special dividend or other event
which, in the opinion of the Committee,
may materially affect the current or
future value of the Company’s shares,
the Committee may determine that
awards will vest on the same basis as
set out above for a change of control.

Consideration of
shareholder views

The Committee consulted and met
with the Company’s largest shareholders
prior to finalising this proposed Policy.
The Committee will continue to monitor
shareholder views when setting future
executive remuneration strategy and
will consult with shareholders prior
to any significant changes to the Policy.
The Committee takes full account of
the guidelines of investor bodies and
shareholder views in determining the
remuneration arrangements in operation
within the Company.

Consideration of employment
conditions elsewhere in
the Company

The Committee takes into account
the pay and employment conditions of
the wider employee population across
the Company when setting Executive
Director remuneration, and considered
this as context when reviewing the
Policy. While the Committee has not
consulted employees directly on the
Remuneration Policy for Executive
Directors, the Committee is made
aware of information such as workforce
demographics, diversity initiatives,
training programmes, engagement
levels and cultural initiatives, as well as
the remuneration principles and policies
that apply to the wider workforce. It is
expected that future salary increases
for Executive Directors will be in line
with the general employee population,
except in exceptional circumstances.

Members of the Company Leadership
Team are invited to participate in the LTIP,
in order for there to be alignment between
the objectives of the Executive Directors
and senior management. We also continue
to encourage employees to become
investors in the Company by retaining
legacy share awards and through its
all-employee share schemes.

External Appointments

Executive Directors may hold external
directorships if the Board determines
that such appointments do not cause
any conflict of interest. Where such
appointments are approved and held,
it is a matter for the Board to agree
whether fees paid in respect of the
appointment are retained by the
individual or paid to the Company.
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Alignment of Remuneration Policy with the 2018 UK Corporate Governance Code

Governance in practice
The Remuneration Committee is committed to good corporate governance and as such takes into account a broad range of factors when
determining its Directors’ Remuneration Policy. The Committee considered both legal and regulatory requirements, associated guidance and the
views of shareholders and their representative bodies. Below is an outline of how the Committee works to ensure the principles of Provision 40 of
the 2018 UK Corporate Governance Code are met.

Clarity
Remuneration arrangements should
be transparent and promote effective
engagement with shareholders and
the workforce.

Alfa is committed to clear and transparent reporting and communication with its stakeholders.
The Committee actively engages with our shareholders on key decisions and Policy matters,
when required.
In December 2020 the Committee engaged with some of its larger shareholders to gain feedback
on its proposals for the new Directors’ Remuneration Policy, for which there was broad support.
The Alfa Remuneration Policy is aligned with longer-term shareholder interests and structured
to promote the Group’s financial and strategic priorities.

Simplicity
Remuneration structures should avoid
complexity and their rationale and operation
should be easy to understand.

Alfa’s approach to its remuneration framework focuses on simplicity. The framework comprises
of three core elements to remuneration:
Fixed pay. This element comprises base pay, taxable benefits and pension.
Short-term incentives. This element relates to an annual performance-related bonus which
incentivises delivery against both financial and non-financial measures. In total, 50% of any bonus
earned is paid in cash with 50% deferred into shares.
Long-term incentives. This element relates to longer-term value creation through the LTIP.
In reviewing the 2021 Remuneration Policy, the preservation of simplicity was one of the key
factors that influenced the Committee not to make fundamental changes to the Policy.

Risk
Remuneration arrangements should ensure
that reputational and other risks from
excessive rewards, and behavioural risks that
can arise from target-based incentives plans
are identified and mitigated.

The remuneration arrangements are split between short-term and long-term rewards coupled
with holding periods, deferred elements and malus and clawback provisions to drive the right
behaviours to incentivise the Executive Directors to deliver long-term sustainability of the
business and shareholder returns.
As a wider control, malus and clawback provisions apply to all participants of our long-term
incentive plans. The Remuneration Committee retains discretion to override formulaic
outcomes where these are not considered reflective of underlying performance.

Predictability
The range of possible values of rewards
to individual Directors and any other limits
or discretions should be identified and
explained at the time of approving the Policy.

The Remuneration Policy sets out scenario charts illustrating base pay, short-term incentives and
longer-term incentive outcomes under threshold, target and maximum performance scenarios.

Proportionality
The link between individual awards, the
delivery of strategy and the long-term
performance of the Company should
be clear. Outcomes should not reward
poor performance.

The Committee assesses performance against a range of financial and non-financial measures
linked to our business strategy.
The Committee has the ability to override formulaic calculations and apply discretion.
The Committee regularly reviews pay policies for the wider workforce and is mindful of this
when setting remuneration for Executive Directors.

Alignment to culture
Incentive schemes should drive behaviours
consistent with Company purpose, values
and strategy.

These should include consideration of performance metrics, governance requirements
and engagement with stakeholders.
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This section of the Directors’ Remuneration Report sets out the remuneration paid in 2020 and the proposed remuneration for
2021. This section will be put to an advisory shareholder vote at the 2021 AGM. During the year, the Remuneration Policy operated
as intended. Sections which are subject to audit are indicated as such.

Context to remuneration decisions

The Committee’s decision-making this year has taken into account a range of internal and external factors, including Alfa’s response to
Covid-19 and the experience of our stakeholders during this period. As previously outlined, Alfa took decisive action at the outset of
the pandemic to ensure the business was sustainable and our employee and stakeholder wellbeing was prioritised. The business acted
in line with the s172 governance guidelines while continuing to deliver exceptional results for shareholders. In particular, the Committee
was mindful that:

• Alfa requested no Government support from the Job Retention Scheme
• No employee received a pay cut and bonus payments were maintained
• Shareholder guidance was maintained throughout the period, with the final results for the year, exceeding the profit forecast.
• A special dividend in the amount of £44.2 was paid to shareholders
Single total figure of remuneration (audited)
The following tables set out the total remuneration received by Executive Directors and Non-Executive Directors in 2020 and 2019.
Salary
and fees

£’000s

Benefits1

Pension2

Total fixed
remuneration

Annual
bonus3

Long-term Total variable
incentives4
pay

Total figure
remuneration

Executive Directors
Andrew Page

2020

374

13

–

387

–

–

–

387

2019

374

14

–

388

–

–

–

388

2020

322

15

–

337

–

–

–

337

2019

322

16

–

338

–

–

–

338

Duncan Magrath

2020

214

7

12

233

217

–

217

450

(appointed 23 March 2020)

2019

–

–

–

–

–

–

–

–

Matthew White

2020

220

10

13

243

176

–

176

419

(appointed 9 October 2019)

2019

50

2

3

55

–

–

–

55

Andrew Denton

6

Non-Executive Directors
Chris Sullivan

2020

65

–

–

65

–

–

–

65

(appointed 18 July 2019)

2019

30

–

–

30

–

–

–

30

Steve Breach5

2020

70

–

–

70

–

–

–

70

(appointed 9 August 2019)

2019

45

–

–

45

–

–

–

45

Adrian Chamberlain

2020

45

–

–

45

–

–

–

45

(appointed 24 March 2020)

2019

–

–

–

–

–

–

–

–

Charlotte de Metz

2020

38

–

–

38

–

–

–

38

(appointed 24 March 2020)

2019

–

–

–

–

–

–

–

–

1.	Benefits corresponds to the taxable value of benefits receivable during the relevant financial year and principally include company car (or cash equivalent),
life assurance, travel insurance and private medical insurance.
2.	Pension – corresponds to the amount contributed to defined contribution pension plans or a cash payment in lieu of a pension contribution. Andrew Page
and Andrew Denton have opted out of the pension scheme.
3.	Annual bonus – corresponds to the amount earned in respect of the relevant financial year. Details of 2020 targets are set out on page 101. The Executive
Chairman and the CEO waived any eligibility for a bonus in both 2020 and 2019. The COO was included in a separate Company-wide bonus arrangement
before his appointment to the Board and any award under this scheme, prior to his appointment to the Board, has been excluded from the table above.
4.	Long-term incentives – corresponds to the amount vesting to the Executive Directors in respect of a performance period ending at the conclusion of the
relevant financial year. The first awards under the LTIP were granted in 2020, and vest subject to performance to 31 December 2022 (and will accordingly
be captured, to the extent these vest, in the 2022 Annual Report).
5.	In 2019, Steve Breach’s fees include £19,578 of additional fees for specific additional advice provided during October to December 2019. A payment of
£5,085 was paid in January 2020 to cover work completed on the finance remediation plan.
6.	Duncan Magrath’s annual bonus was pro-rated from his start date of 23 March 2020.

Base salary

The Executive Directors’ salaries were reviewed in 2020. It was determined that no increase would be awarded for the period
from 1 January 2020 to 31 December 2020.
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2020 annual bonus

The 2020 annual bonus performance measures were selected to reflect the Company’s annual and long-term objectives and its financial
and strategic priorities, as appropriate. Performance targets are set to be stretching, taking into account a range of reference points,
including the Company’s budget and third party analyst forecasts, as well as the Group’s strategic priorities.
In respect of the annual bonus, the following measures were approved by the Committee for 2020:

• Revenue for the year;
• Operating profit, being operating profit excluding certain non-recurring and non-cash exceptional items as a ratio of revenue;
• Operating free cash flow conversion being cash flow generated from operations after deducting the settlement of derivative
financial instruments and margin calls and capital expenditures as a percentage of EBIT, as defined above; and

• Personal performance based on the qualitative assessment of the individuals performance. Further details on performance
outcomes for the non-financial measures are shown in the second table.

The Executive Chairman and CEO have waived their entitlement to a bonus for the 2020 performance year.
The table below shows the bonus outturn relating to each measure:
Weighting

Target

Threshold

Maximum

Actual

2020 bonus
pay-out

Revenue

30%

£65.9m

95%

105%

£78.9m

100%

EBIT

30%

£8.8m

85%

120%

£23.9m

100%

Operating free cash flow conversion

15%

170%

80%

120%

114%

0%

Personal performance

25%

0%

25%

CFO: 22%
COO: 20%

88%
80%

Measure

Total (as a percentage of opportunity)

CFO: 82%
COO:80%

Straight-line vesting occurs between threshold and maximum.

Further commentary on non-financial measures

The personal measures described above are assessed with reference to the following objectives:
Objective

Duncan Magrath

Matthew White

Commentary on performance achieved

Achievement

Development of Finance team Core team in place, bolstered with new permanent employees
Internal tax capability

Tax Specialist recruited and Corporate tax issues resolved

Investor Relations strategy

More proactive communication to the market during the year

Governance & Risk
Management

New External Audit partner appointed

Management Information

New management pack created and balanced scorecard.
Significant improvement in timeliness of information.

People

Built, developed and retained a smart, diverse team

Implementation

Delivered successful implementation projects

Operations

Enabled partner delivery and simplified Alfa Start
implementation methodology

Technology

Delivered high quality software to our customer
and secure technical infrastructure for Alfa

Maintenance & Hosting

High quality and highly profitable maintenance
and hosting provided to our customers

Based on the achievements listed above, the Committee agreed that the final vesting under the 2020 bonus would be 82% of the
maximum for Duncan Magrath and 80% of maximum for Matthew White. In confirming this outcome, the Committee took into
consideration the broader financial and operational performance of Alfa during the year, and the strong and effective leadership
demonstrated by the Executive Directors it was determined that no adjustments were required to the formulaic outcome.
The bonus payment for Duncan Magrath as incoming CFO would be pro-rated to reflect his period in role.
In accordance with the Remuneration Policy, 50% of these bonus amounts have been paid in cash, with the remaining 50% to be
converted to Alfa shares and deferred for three years.

88%

80%
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Executive

Base salary

Maximum
opportunity
(% salary)

Performance
outcome (% of Bonus outcome …of which cash
maximum)
£
£

Duncan Magrath

£275,000

125%

82%

£217,044

£nil

Matthew White

£220,000

100%

80%

£176,000

£88,000

…of which
shares

£217,0441
£88,000

1. Duncan Magrath opted for all of his 2020 annual bonus to be deferred into shares, following satisfaction of the respective tax liability.

Long-Term Incentive Plan – awards granted in the year
Share awards were made to the Executive Directors under the LTIP on 3 June 2020 equivalent to 200% of salary for the CFO and
100% of salary for the COO. The maximum LTIP opportunity under the proposed Policy in normal circumstances is 150% of salary.
The Committee approved an LTIP share award for Duncan Magrath of 200% of salary in his first year to secure his employment,
in accordance with the Policy.
The Executive Chairman and CEO have waived their entitlement to participate in the 2020 LTIP.

Date of award

Face value
(% of salary)

Number of
shares granted

Average share
price at grant
(£)1

Threshold
vesting
(% of face
value)

Performance
period

Duncan Magrath

3 June 2020

200%2

740,242

0.74

100%

1 January
2020 – 31
December
2022

Matthew White

3 June 2020

100%

296,097

0.74

100%

1 January
2020 – 31
December
2022

1. The share price used to calculate the number of performance shares was £0.74, the closing share price on the day preceding the date of the award (2 June 2020).
2. Duncan Magrath was awarded an LTIP of 200% of salary in his first year of employment.

The LTIP awards are subject to two equally weighted performance metrics: relative total shareholder return and earnings per share:
Weighting

Threshold/
target

Maximum
target

Measured with reference to the FTSE
smallcap excluding investment trusts
and the Company

50%

Median

Upper
quartile

Measured with reference to EPS
performance in the year ending
31 December 2022

50%

2.3p

2.8p

Measure

Description

Total shareholder return (TSR)

Earnings per share (EPS)

Straight-line vesting occurs between threshold and maximum for both TSR and EPS elements of the award.
The three-year period over which performance will be measured began on 1 January 2020 and will end on 31 December 2022.
Any awards vesting for performance will be subject to an additional two-year holding period, during which malus and clawback
provisions will continue to apply.

Long-Term Incentive Plan – awards vesting in the year
There were no LTIP awards due to vest in 2020.

Pension entitlements (audited)

The only element of remuneration that is pensionable is basic annual salary. During 2020, employer’s pension contributions, or a cash
payment in lieu of pension contributions, were payable to the CFO and COO, at a rate of 6% of salary as aligned with the broader
workforce, and defined in the 2021 Remuneration Policy.

External appointments (audited)

Executive Directors are allowed to accept one appointment outside the Company, with the prior approval of the Board. Any fees
may be retained by the Director, although this is at the discretion of the Board. During 2020 and up to the date of this report, none
of the Executive Directors who held office during the year under review held external appointments for which they received a fee.

Payments for loss of office (audited)

There were no payments for loss of office during the year.

Payments to past directors (audited)

There were no payments to past Directors for loss of office during the year.

Strategic report

Governance

Financial statements

Other information

103

Statement of Directors’ shareholdings and scheme interests (audited)

Executive Directors are expected to build and hold Alfa shares of at least 200% of their annual salary to align with the long-term
interests of shareholders, with a requirement to retain 50% of any share awards vesting until the 200% requirement is met. Under the
new Policy, a post-employment shareholding requirement will apply whereby 100% of the shareholding requirement must be held for
the first year following departure from Alfa and 50% for the second year. Shareholding requirements and the number of shares held by
Directors during the year and as at 31 December 2020 are set out in the table below:
Interests in
share incentive
Shares owned schemes without
outright at 31
performance
December 2020
conditions

Andrew Page

181,764,821

Interests in
share incentive
schemes with
performance
conditions

Shares owned
outright at 31
December 2019

–

181,224,631

–

Shareholding
requirement
(% of
requirement
achieved)1

achieved

Andrew Denton

15,891,327

–

–

16,421,018

achieved

Matthew White

552,368

276,183

296,097

276,184

achieved

Duncan Magrath

100,000

–

740,242

–

24%

Chris Sullivan

–

–

–

–

n/a

Steve Breach

43,983

–

–

6,009

n/a

Adrian Chamberlain

–

–

–

–

n/a

Charlotte de Metz

–

–

–

–

n/a

1. Calculated using the share price of £1.32 (as at 31 December 2020)

No LTIPs were exercised during the year and there were no unexercised vested shares held at 31 December 2020.
The Executive Chairman and Chief Executive Officer have significant direct or indirect shareholdings in the Company.

Dilution

Awards under Alfa incentive plans may be satisfied by treasury shares or the issue of new shares or the purchase of shares in the market.
Under Investment Association guidelines, the issue of new shares or reissue of treasury shares under a plan, when aggregated with
awards under all of a company’s other schemes, must not exceed 10% of the issued ordinary share capital (adjusted for share issuance
and cancellation) in any rolling 10-year period. As at 31 December 2020 this limit had not been exceeded.

Fees for the Non-Executive Directors

The fees were agreed on appointment and have remained unchanged since that time. A summary of current fees is shown below:

£’000s

Basic fees

Audit and
Risk Chair

Remuneration
Chair

Senior
Independent
Director

Chris Sullivan

–

–

–

65

Steve Breach

55

10

–

–

Adrian Chamberlain

55

Charlotte de Metz

55

10

There is no additional fee payable to the Chair of the Nomination Committee.
All the Non-Executive Directors have letters of appointment, with the Company, for an initial three year term, subject to annual
reappointment at the AGM. The appointment letters for the Non-Executive Directors provide that no compensation is payable
upon termination. Letters of appointment are available for inspection at the Company’s registered office. Details of the appointment
terms of the Non-Executive Directors are as follows:
Start of current term

Expiry of initial term

Chris Sullivan

18 July 2019

17 July 2022

Steve Breach

9 August 2019

8 August 2022

Adrian Chamberlain

24 March 2020

23 March 2023

Charlotte de Metz

24 March 2020

23 March 2023
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Total shareholder return performance

The graph below shows Alfa’s TSR performance from Admission in May 2017 to 31 December 2020 against the TSR performance of
the FTSE small cap index (excluding investment trusts). The graph shows the total shareholder return generated by both the movement
in share value and the reinvestment over the same period of dividend income. As Alfa is a constituent member of the FTSE small cap,
the Committee considers that it is the appropriate index for comparative purposes. This graph has been calculated in accordance with
the Directors’ Remuneration Reporting Regulations and shows total shareholder return from the date of listing to 31 December 2020.

Total Shareholder Return (for the period from 25 May 2017 to 31 December 2020)
Value (£) (rebased)
£175
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Alfa Financial Software Holdings PLC

Dec-17
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Dec-19

Dec-20

FTSE Small Capitalisation Index Ex Investment Trusts

CEO single figure of remuneration and variable pay outcome

Year

Annual bonus
CEO single pay-out (as a %
figure of
of maximum
remuneration
opportunity1

LTIP vesting
(as a % of
maximum
opportunity)2

2020

£337,174

n/a

n/a

2019

£338,129

n/a

n/a

2018

£337,944

n/a

n/a

2017

£349,478

n/a

n/a

1. The CEO waived any eligibility for a bonus in 2020, 2019, 2018 and 2017.
2. The CEO waived any eligibility to participate in the long-term incentive awards in respect of the 2020, 2019, 2018 and 2017 performance years.

Percentage change in CEO remuneration compared with employees

The table below shows the average increase in each component between the CEO and the average employee in the Company from
Admission to 2020:

CEO

Alfa employees

% change in base salary

% change in bonus earned

2020: 0%
2019: 0%
2018: 0%
2017: 0%

2020: 0%
2019: 0%
2018: 0%
2017: 0%

2020: 9%
2019: (3%)
2018: 1%
2017: 2%

2020: (1%)
2019: (13%)
2018: (37%)
2017: (33%)

% change in benefits

2020: (6%)
2019: 0%
2018: (42%)
2017: 87%
2020: 13%
2019: (42%)
2018: 22%
2017: (11%)
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Percentage change in Executive and Non-Executive Director remuneration

The table below shows the percentage increase/decrease in each Director’s salary/fees, taxable benefits and annual incentive plan
between 2019 and 2020 compares with the average percentage increase in each of those components of pay for the UK-based
employees of the Group as a whole.
Disclosure for all Directors in addition to the CEO has been added this year in line with the new requirements under the
EU Shareholder Rights Directive II and over time a 5-year comparison will be built up. Alfa Financial Software Holdings PLC
employs only the Non‑Executive Directors and therefore a subset of the Group’s employees has been used.
Base salary/
fees

Benefits

Annual bonus

0%

7%

n/a

Andrew Denton (CEO)

0%

(6%)

n/a

Duncan Magrath (CFO)

n/a

n/a

n/a

Matthew White (COO)

0%

n/a

n/a

Steve Breach (NED)

0%

n/a

n/a

Adrian Chamberlain (NED)

n/a

n/a

n/a

Charlotte de Metz (NED)

n/a

n/a

n/a

Chris Sullivan (NED)

0%

n/a

n/a

Colleague pay

9%

13%

(1%)

% change for the end of the comparative period to the end of the reporting period

Andrew Page (Chairman)

CEO pay ratio

The table below sets out the pay ratios for the CEO in relation to the equivalent pay for the lower quartile, median and upper quartile
employees (calculated on a full-time equivalent basis). The ratios have been calculated in accordance with the Companies (Miscellaneous
Reporting) Requirements 2018. The CEO pay ratio data will be built upon annually until a rolling 10-year dataset is produced.
The methodology adopted for calculating the ratio was ‘Option A’ which entailed calculating the total full-time equivalent (FTE) pay
and benefits for all UK employees on the December 2020 payroll. Employees were then ranked based on their FTE remuneration
from low to high in order to identify those whose remuneration placed them at the 25th, 50th (median) and 75th percentile points.
The CEO’s single total figure of remuneration (STFR) was then measured against these percentiles, to produce the three pay ratios.
Option A was chosen because it was deemed to be the most statistically accurate method for this reporting purpose. Having reviewed
the analysis, the Company believes the median pay ratio to be consistent with the Company’s general employee pay, reward and
progression policies. The Company carries out bi-annual salary reviews and annual reviews of benefits packages. Salary awards are
made with reference to the outputs of annual industry benchmarking exercises. The Company did not omit any components of pay
and benefits from the calculations.

Year

25th percentile
Method (lower quartile)

Pay ratio 50th
percentile 75th percentile
(median) (upper quartile)

2020

A

5:7:1

4:3:1

3:2:1

2019

A

5:7:1

4:4:1

3.2:1

£’000s 25th percentile 50th percentile 75th percentile

2020

Total remuneration

59.5

78.5

106.7

Salary only

55.1

73.2

98.1

2019

Total remuneration

59.0

76.2

106.3

Salary

57.1

71.2

95.7

This is the second financial year in which the Company reported information on ratios between CEO and average staff pay under the
amendments to the Companies (Miscellaneous Reporting) Regulations in 2018.
There has been a reduction in the ratio reported at the 50th percentile and figures indicate that there have been increases in total
remuneration at all percentiles across the Company compared to 2019. Despite the impact of the pandemic, the Company proceeded
with the annual pay-rise and promotion cycle and continues to review and remunerate executive pay in line with the remuneration of
the overall employee population.
The Committee is mindful, when setting pay for the CEO, of the remuneration context of the wider workforce. The CEO’s remuneration
comprises both fixed and variable elements, with a higher proportion of his pay linked to performance in line with shareholder expectations.
Given both the nature of the role and his ability to influence Alfa’s performance, it is felt that this is an appropriate approach and as such the
Committee believes the median pay ratio is appropriate in the context of wider workforce pay conditions. It is expected as multi-year
performance share plans vest, pay ratios will move and flex.
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Rewarding our people and wider workforce engagement

Alfa’s approach to all-employee reward is focused on providing a competitive package to attract, retain and incentivise our employees
to deliver for our customers, business and shareholders. The Committee regularly reviews details of the arrangements for the broader
workforce and this informs decisions on remuneration for the Executive Directors and senior management. Alfa continues to review
salaries Group-wide to ensure that we remain a competitive employer within the local market. Salaries for Executive Directors, senior
managers and the rest of the workforce are all determined with reference to the same factors such as technical expertise, experience
and performance, and increases across these populations are reviewed to ensure they are broadly aligned. The Committee also took
an active role in determining rewards for the Company Leadership Team. Further information on key initiatives for our people and
what makes Alfa unique can be found on pages 57 to 59. In addition to a competitive salary, all employees receive the opportunity
to earn a performance-related bonus, private medical care, matched contribution pension and death in service life assurance.
The Company Leadership Team and certain employees are eligible to participate in long-term incentive schemes.
During the review of the Directors’ Remuneration Policy, the Committee sought input from the Executive Directors, ensuring that any
conflict of interest was suitably mitigated. It was concluded that the existing model of base salary; annual bonus; and a three-year LTIP
with two year holding period was well understood by the business, supported Alfa’s culture and continued to be appropriate to drive
business performance going forward.

Relative importance of spend on pay

The following table illustrates Alfa’s revenue and operating profit in relation to spend on pay for all employees for all employees for
the period and last financial year.
£’000s

2020

2019

Change

41,729

36,985

13%

341

313

9%

Revenue (consolidated income statement)

78,870

64,480

22%

Operating profit (see note 4.2 to the consolidated financial statements)

23,946

13,709

75%

Total personnel costs (note 7 to the consolidated financial statements)
Average number of employees (note to the consolidated financial statements)

A special dividend of £44.2m was paid to the shareholders in 2020. For more information on the special dividend and expenditure on
remuneration of all employees, see pages 152 and 141 respectively.

Implementation of the Remuneration Policy in 2021
2021 Executive Directors’ base salaries

The Committee carried out a review of the Executive Directors’ remuneration packages in late 2020 and was comfortable that the
salary, bonus and LTIP opportunity remained appropriate. No changes will be introduced for the Executive Directors for 2021.
The table below shows the salaries for the Executive Directors as at 1 January 2021 in comparison to base salary at 1 January 2020:
£’000s

1 January 2021 1 January 2020

% change

Andrew Page

374

374

0

Andrew Denton

322

322

Duncan Magrath

275

275

0

Matthew White

220

220

0

0
1

1. From appointment as Chief Financial Officer on 23 March 2020.

Pension and benefits

For 2021, the CFO and COO will receive a pension contribution of 6% of salary (in line with that available to the wider workforce)
or an equivalent cash allowance. No changes are proposed to the benefits provided.

2021 annual bonus

The Chairman, CEO and COO will be entitled to a maximum annual bonus equal to 100% of salary for 2021 with the CFO entitled to
a maximum annual bonus of 125% of salary. The following measures have been selected for the 2021 annual bonus performance year:
Measure

Weighting

Operating profit

37.5%

Revenue

37.5%

Operating free cash flow conversion
Personal performance

Modifier
25%
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As the business moves towards targeting more subscription revenues, the Committee have taken the opportunity to review the
performance measures for the 2021 annual bonus. We are of the view that our existing measures of revenue, operating profit
and personal objectives continue to be appropriate for the business. We have reviewed the cash measure and consider this should
be a modifier rather than an absolute incentive in its own right, as the Committee believe this will better match the strategy of the
business. This along with the already strong cash collection performance means that targeting individual cash targets as a separate
measure becomes less relevant. Maintaining the cash element of the bonus remains extremely important, and it is essential that the
current strong cash performance does not deteriorate. This means that the incentive pay-out based on revenue and operating profit
can be improved or reduced depending on whether the free cash flow conversion is above or below 100%, with a cap of 25% in either
direction. However the modifier cannot increase the revenue and operating profit measure above its maximum, it can only improve
a shortfall, or reduce a pay-out.
Each bonus measure has a target, failure to meet a minimum percentage of the target will result in no bonus being awarded for that
element. Achieving a maximum percentage of target will result in the maximum bonus being awarded under the formula (subject to
the minimum operating profit target being achieved), although as described earlier, the final determination is made by the Committee
taking all available factors into account. The detailed bonus targets for the coming year are considered to be commercially sensitive.
However, the Committee will provide an appropriate explanation of the bonus outcomes in the 2021 Directors’ Remuneration Report
In accordance with the Policy, 50% of any bonus earned will be deferred into shares for a three-year holding period.

2021 Long-Term Incentive Plan

The normal maximum LTIP opportunity under the Policy is 150% of salary. For 2021, the award opportunity will remain at 100%
of salary for the CEO and COO, and 150% of salary for the CFO. Following vesting, awards will be subject to a subsequent holding
period of two years, with the entirety of any award vesting released after two years.
The Committee has agreed the following measures for the LTIP, with an equal weighting applied to each measure:

• TSR; and
• EPS.
The comparator group for the TSR is the constituents of the FTSE Small Cap, excluding investment trusts. Median performance over
the three-year performance period will result in 25% vesting, with 100% vesting if upper quartile performance is achieved. The EPS
performance conditions are being finalised and details will be included in the RNS announcing the awards.

2021 Non-Executive Director remuneration

Non-Executive Directors do not participate in any of the Company’s share incentive arrangements, nor do they receive any benefits.
Fees for Non-Executive Directors are reviewed annually, and are set by the Chairman and the Executive Directors. Following the annual
review of Non-Executive Director fees, no changes are proposed for the 2021 fees. It was determined that the fees will remain at the
following level:
Base fee

£55,000

Additional fee for chairing Audit and Risk Committee or Remuneration Committee (subject to maximum fees £65,000)

£10,000

Fee for the Senior Independent Director (including chairing Committees)

£65,000

Appointment of external advisors

During the year, the Remuneration Committee and the Company retained independent external advisors to assist on various aspects
of the Company’s remuneration and shares schemes. Mercer Kepler have acted as external advisers to the Committee for the Executive
remuneration incentives and provided updates on market trends. Tapestry Global Compliance LLP (Tapestry) have acted as external
advisors to the Committee, to provide support and information on our all-employee share schemes. None of the advisers has any
other connection with the Company or its Executive Directors. Mercer Kepler’s fees for 2020 amounted to £8,262; Tapestry Global
Compliance LLP fees were £41,957. The Committee is satisfied that Mercer Kepler (who is a member of the Remuneration Consultants
Group and abides by its Code of Conduct) and Tapestry continued to maintain independence and objectivity.

Statement of shareholding voting

The 2019 Directors’ Remuneration Report was approved by shareholders at the 2020 AGM. The Directors’ Remuneration Policy was
approved at the 2018 AGM. The votes cast were as follows:
£’000s

For

Against Votes withheld

Directors’ Remuneration Report (2020 AGM)

99.99%

0.01%

0

Directors’ Remuneration Policy (2018 AGM)

99.78%

0.22%

16,744,191

For and on behalf of the Board

Adrian Chamberlain
Chair, Remuneration Committee
22 March 2021
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The Directors are responsible for
preparing the Strategic Report and
the Directors’ Report, the Directors’
Remuneration Report, the Separate
Corporate Governance Statement and
the financial statements in accordance
with applicable law and regulations.
Company law requires the directors to prepare
Group and Company financial statements for
each financial year. The directors have elected
under company law to prepare group financial
statements in accordance with international
accounting standards in conformity with the
requirements of the Companies Act 2006
and are additionally required under the
Listing Rules of the Financial Conduct
Authority to prepare the group financial
statements in accordance with International
Financial Reporting Standards adopted
pursuant to Regulation (EC) No 1606/2002
as it applies in the European Union. The
directors have elected under company
law to prepare the company financial
statements in accordance with United
Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting
Standards and applicable law).
The group financial statements are
required by law and international
accounting standards in conformity
with the requirements of the Companies
Act 2006 and international financial
reporting standards adopted pursuant
to Regulation (EC) No 1606/2002
as it applies in the European Union
to present fairly the financial position
and performance of the group; the
Companies Act 2006 provides in
relation to such financial statements
that references in the relevant part of
that Act to financial statements giving
a true and fair view are references to
their achieving a fair presentation.
Under company law the directors must
not approve the financial statements
unless they are satisfied that they give
a true and fair view of the state of affairs
of the group and the company and of the
profit or loss of the group for that period.

In preparing each of the group and
company financial statements, the
directors are required to:
a. select suitable accounting policies
and then apply them consistently;
b.make judgements and accounting
estimates that are reasonable and prudent;
c. for the group financial statements,
state whether they have been prepared
in accordance with international
accounting standards in conformity
with the requirements of the Companies
Act 2006 and international financial
reporting standards adopted pursuant
to Regulation (EC) No 1606/2002 as it
applies in the European Union;
d. for the company financial statements,
state whether applicable UK accounting
standards have been followed, subject
to any material departures disclosed
and explained in the company
financial statements;
e. p
 repare the financial statements
on the going concern basis unless it
is inappropriate to presume that the
group and the company will continue
in business.
The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the group’s
and the company’s transactions and
disclose with reasonable accuracy at any
time the financial position of the group
and the company and enable them to
ensure that the financial statements
and the Directors’ Remuneration Report
comply with the Companies Act 2006 and,
as regards the group financial statements,
Article 4 of the IAS Regulation. They are
also responsible for safeguarding the
assets of the group and the company and
hence for taking reasonable steps for the
prevention and detection of fraud and
other irregularities.

Directors’ statement
pursuant to the Disclosure
and Transparency Rules

Each of the directors, whose names and
functions are listed on pages 66 to 67
confirm that, to the best of each
person’s knowledge:
a. the financial statements, prepared
in accordance with the applicable set
of accounting standards, give a true and
fair view of the assets, liabilities, financial
position and profit of the company
and the undertakings included in the
consolidation taken as a whole; and
b. the Strategic report contained in the
Annual Report includes a fair review
of the development and performance
of the business and the position of the
company and the undertakings included
in the consolidation taken as a whole,
together with a description of the
principal risks and uncertainties that
they face.
The Directors are responsible for
the maintenance and integrity of the
corporate and financial information
included on the Alfa Financial Software
Holdings PLC website.
Legislation in the United Kingdom governing
the preparation and dissemination of
financial statements may differ from
legislation in other jurisdictions.
This responsibility statement was
approved by the Board of Directors
on 22 March 2021 and is signed on
its behalf by:

Andrew Denton
Chief Executive Officer
22 March 2021
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D I R E C TO R S ’ R E P O RT
Statutory information

during the year ended 31 December 2020,
as disclosed in note 15 to the consolidated
financial statements.

The Directors of Alfa present their report and the audited financial statements for
the year ended 31 December 2020. This Report includes information required by
the Companies Act 2006 and the Listing Rules 9.8.4R of the UK Financial Conduct
Authority’s Listing Rules and forms part of the management report as required by
the Disclosure and Transparency (DTR) Rule 4.

Employee involvement

Additional information which is incorporated by reference into this Directors’ report
can be located by reference the tables below.
As permitted by the Companies Act 2006, the Directors’ Report includes the disclosures
in the Strategic Report on:
Location in
annual report
(page)

Performance and future development in the business

1 to 63

Important events affecting the Group since the financial year

152

Greenhouse gas emissions and energy consumption

63

Key Financial Performance indicators

36 to 37

Principal risks facing the Group

44 to 49

Long-term viability statement

50 to 51

Employment of disabled people

57 to 59

The Group is required to disclose certain information under Listing Rule 9.8.4R in the
Directors’ Report or advise where such relevant information is contained. This information
can be found in the following sections of the Annual Report and Accounts:
Location in annual report

Details of any long-term incentive schemes

151

Directors’ Remuneration Report

88 to 107

Details of any arrangements under which
a Director has waived emoluments

101 to 102

Details of any contract of significance in which
a Director is or was materially interested

See section below headed ‘Relationship
Agreement with controlling shareholder’

Board statement in respect of Relationship
Agreement with the controlling shareholder

See section below headed ‘Relationship
Agreement with controlling shareholder’

Principal activities

The principal activity of the Alfa
Group is the provision of software and
software‑related services to the asset
finance industry. Alfa is a public company
limited by shares and is incorporated
and domiciled in England. Its shares are
listed on the London Stock Exchange.
The registered office is Moor Place,
1 Fore Street Avenue, London, EC2Y 9DT,
United Kingdom. Alfa’s registration no.
is 10713517. The principal activity of the
Company is that of a holding company.
The Company’s registrar is Equiniti Limited
situated at Aspect House, Spencer Road,
Lancing, West Sussex, BN99 6DA.

Financial risk management

The financial risk management objectives and
policies of the company and the exposure of
the company to price risk, credit risk, liquidity
risk and cash flow risk are disclosed in Note 3
to the financial statements.

Further information on team engagement,
as monitored by our internal employee
surveys, is included in the ESG report on
pages 56 to 63.
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Employee involvement

Listing rule requirement

We place considerable value on the
involvement of our employees, viewing and
treating them as valued team members and
an integral part of our business and our
success. We continue to keep them informed
on matters affecting them through both
formal and informal meetings and the Group
intranet, including CEO updates. Teams are
consulted regularly on a wide range of
matters affecting their current and future
interests. We have established share
ownership schemes for use throughout the
Company and intend to use them to broaden
share ownership across the Company.

Subsidiaries and branches
outside of the UK

The Group has subsidiaries in the United
States of America, Germany, Australia
and New Zealand and a subsidiary of
the Company is registered as a branch
of an overseas company in South Africa.
Further details of these can be found in
note 31.2 to the accounts on page 152.

Contracts of significance

We have no contracts deemed significant
other than the Relationship Agreement
between the Company and the Controlling
Shareholder, as detailed on page 111.

Research and development

The Group continued to invest in product
research and development throughout the
year. The Strategic report, specifically the
Financial review on pages 38 to 41, sets out
the research and product development
expensed and £0.65m was capitalised as
internally generated intangible assets

Employee diversity
and inclusion

Our policy for the Alfa team and all
applicants for employment is to match the
capabilities and talents of each individual
to the appropriate job. We are committed
to ensuring equality of opportunity in all
employee relations. We aim to ensure
that no employee, potential employee,
customer, visitor or supplier will receive
less favourable treatment on the grounds
of sex, pregnancy, disability, religious
beliefs, marital status, race, ethnic origin,
nationality, age, sexual orientation or colour.

Disability

With regard to existing team members
and those who may become disabled,
Alfa’s policy is to examine ways and means
to provide continuing employment under
the existing terms and conditions and to
provide training and career development,
including promotion, where appropriate.

Directors

The names of the persons who, at any
time during the financial year and up to
the date of this report, were Directors
of the Company are:
Date of appointment

Steve Breach

9 August 2019

Adrian Chamberlain

24 April 2020

Charlotte de Metz

24 April 2020

Andrew Denton
Duncan Magrath

6 April 2017
24 April 2020

Andrew Page

4 May 2017

Chris Sullivan

18 July 2019

Matthew White

9 October 2019
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Appointment and removal of a director
The rules governing the appointment and
removal of a director are set out in the
Articles of Association of the Company.
The Articles of Association may be
amended by a special resolution of the
shareholders. Specific details relating to
the Principal Shareholder, CHP Software
and Consulting Limited and its right to
appoint directors are set out in the
Directors’ report on page 111.
All Directors will stand for re-election
on an annual basis, in line with the
recommendations of the 2018 Code.
The Articles of Association are available
on the corporate governance page of
our investor relations website investors.
alfasystems.com/corporate-governance.

Powers of the Directors

Specific powers relating to the allotment
and issuance of ordinary shares and the
ability of the Company to purchase its
own securities are also included within
the Articles and such authorities are
submitted for approval by the
shareholders at the AGM each year.
Since listing, the Directors have not
exercised any of their powers to issue,
or purchase, ordinary shares in the share
capital of the Company.

Directors’ interests

The Directors’ interests in and options over
ordinary shares in the Company are shown
in the Annual Report on Remuneration on
page 103. Since the end of the financial
year and to the date of this report, there
have been no changes to such interests.
In line with the requirements of the
Companies Act, each Director has
notified the Company of any situation
in which he or she has, or could have, a
direct or indirect interest that conflicts,
or possibly may conflict, with the interests
of the Company (a situational conflict).
These were considered and approved
by the Board in accordance with the
Articles and each Director informed of
the authorisation and any terms on which
it was given. All Directors are aware of
the need to consult with the Company
Secretary should any possible situational
conflict arise, so that prior consideration
can be given by the Board as to whether
or not such conflict will be approved.

Directors’ indemnities

Each Director of the Company has the
benefit of a qualifying indemnity, as defined
by section 236 of the Companies Act, and
as permitted by the Articles, as well as
Directors’ and Officers’ liability insurance.
No amount was paid under any of
these indemnities or insurances during
the year other than the applicable
insurance premiums.

Share capital

The Company’s ordinary shares are
listed on the London Stock Exchange.
The authorised share capital of the
Company as at 31 December 2020
and 22 March 2021, being the latest
practicable date prior to the date of this
Annual Report, comprises 300,000,000
ordinary shares of 0.1 pence each.
Further information regarding the
Company’s issued share capital can
be found in note 26 of the Company
financial statements.
There have been no movements in the
Company’s issued share capital since
31 December 2020 through to the date
of this Report.

Shareholders’ voting rights

All members who hold ordinary shares are
entitled to attend and vote at the AGM.
On a show of hands at a general meeting,
every member present in person shall have
one vote and on a poll, every member
present in person or by proxy shall have
one vote for every ordinary share held.
No shareholder holds ordinary shares
carrying special rights relating to the
control of the Company and the Directors
are not aware of any agreements between
holders of the Company’s shares that may
result in restrictions on voting rights.

Restrictions on transfer
of ordinary shares

The Articles do not contain any restrictions
on the transfer of ordinary shares in the
Company other than the usual restrictions
applicable where any amount is unpaid
on a share. All issued share capital of
the Company at the date of this Annual
Report is fully paid. Certain restrictions
are also imposed by laws and regulations
(such as insider trading and market abuse
requirements relating to close periods) and
requirements of the Listing Rules whereby
Directors and certain employees of the
Company require Board approval to deal
in the Company’s securities.

Each of the Executive Directors, and
the senior executives (each, a ‘Restricted
Shareholder’) at the time of listing agreed,
for a period of one year following Admission
on the terms and subject to the conditions
of the Underwriting Agreement, are not to
dispose of any of the ordinary shares they
held in the Company (the ‘Initial Lock-Up
Period’). This Initial Lock-Up Period
expired on 1 June 2018 and, for most of
the Restricted Shareholders, was and is
followed by three further lock-up periods
of 365 days, 720 and 1,095 days. Each of
these further lock-up periods commences
on the termination of the Initial Lock-Up
Period and cover in each occasion a further
25% of the relevant Restricted Shareholder’s
holding of ordinary shares. The final
lock-up period expires on 1 June 2021.
All of the above arrangements are subject
to certain customary exceptions.

Authority to purchase own shares

Subject to authorisation by shareholder
resolution, the Company may purchase
its own shares in accordance with the
Companies Act 2006. Any shares bought
back may be held as treasury shares or
cancelled immediately on completion
of the purchase.
At the 2020 AGM, the Company was
generally and unconditionally authorised by
its shareholders to purchase in the market
up to 10% of the ordinary shares of the
Company (30,000,000 ordinary shares).
As at 31 December 2020, and at the
date of this report, the full extent of this
authority remained in force and unused.
This authority is renewable annually, and
a special resolution will be proposed at
the 2021 AGM to request shareholders to
renew it. The Directors will only purchase
the Company’s shares in the market if
they believe it is in the best interests of
shareholders in general.

Amendment of the Articles

The Articles may only be amended by
a special resolution of the Company’s
shareholders in a general meeting, in
accordance with the Companies Act.

Transactions with related parties

The only subsisting material transactions
which the Company has entered into with
related parties are:
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a. Relationship agreement and the controlling shareholder

The Relationship Agreement was entered into on 26 May 2017 and regulates the relationship between CHP Software and Consulting
Limited (the ‘Controlling Shareholder’) and the Company following listing. Subject to a certain minimum shareholding, the Relationship
Agreement details the rights the Controlling Shareholder has to representation on the Board and Nomination Committee and to
appoint observers to the Nomination Committee (if not represented on the Committee). The Controlling Shareholder also undertakes
not to operate, establish, own or acquire a competing business during the terms of the agreement. Any transactions between Alfa and
the Controlling Shareholder will be at arm’s length and on normal commercial terms.
The Relationship Agreement complies with the requirements of the LRs, including Listing Rules 9.2.2AR(2)(a), and Listing Rules 6.1.4DR.
In accordance with the requirements of Listing Rules 9.8.4(14), the Board confirms that the Company has complied with its obligations
under the Relationship Agreement, including in respect of the independence provisions and, so far as the Controlling Shareholder is
aware, the Controlling Shareholder has complied with the provisions of the Relationship Agreement (including the independence and
non-compete provisions set out therein), at all times since the Agreement was entered into.
Other related party transactions are detailed in note 31.3 to the consolidated financial statements.

Profits and dividends

The consolidated profit after tax for the year ended 31 December 2020 was £20.4m (FY19: £10.2m). The results are discussed in
greater detail in the Financial review on pages 38 to 41.
The Directors declared an interim special dividend of 15 pence per share in the 2020 financial year amounting to £44m (2019: nil).
The special dividend was paid on 6 November 2020. During the year, the trustee of the employee benefit trust which operate in
connection with the Company’s share plans waived their rights to receive dividends on any shares held by them. Details of the trust
can be found in note 12 of this report.
Subject to approval at the Annual General Meeting on 10 May 2021, a 2020 dividend of 1.0 pence per share will be paid on 2 July 2021
to holders on the register on 11 June 2021. The ordinary shares will be quoted ex-dividend on 10 June 2021.

Significant Shareholdings at 31 December 2020 and 12 March 2021 (being the latest practicable date of this report)
At the relevant dates, the Company has been notified pursuant to DTR5 or is otherwise aware of the following interests representing 3%
or more of the issued ordinary share capital of the Company:

Name of shareholder

No. of ordinary
% of issued
shares at share capital at No. of ordinary
% of issued
31 December
31 December
shares at 12 share capital at
2020
2020
March 2021 12 March 2021

CHP Software and Consulting Limited

197,645,649

65.88 197,645,649

Nature of
holding

65.88

Direct

Aberforth Partners

12,382,758

4.13

10,657,258

3.55

Indirect

Aberdeen Standard Investments (Standard Life)

11,902,870

3.97

11,903,115

3.97

Indirect

Profit forecasts

During the year a number of regulatory announcements were made to update the market on expected trading performance and prospects
for the year. The following are extracts from announcements made during the year which included a profit forecast:
25 August 2020 – “Consensus market expectations are currently for revenue of £60m and EBIT of £4m. We now expect revenues to
exceed this by about 5% with the vast majority of this improvement also falling through to EBIT.”
29 September 2020 – “Both our work with existing clients and our late stage pipeline continues to develop and we are confident in
the outlook for full year 2020, with revenues expected to be about 5% ahead of expectations, flowing through to an increase in EBIT.”
29 October 2020 – “As a consequence of the continuing strong trading performance, the greater revenue visibility as a result of strong
contract win momentum, and the five year subscription extension referred to above, the Board now expects EBIT for the year ending
31 December 2020 to comfortably exceed FY19 actuals.”
17 December 2020 – “As a consequence of the continuing strong trading performance, the greater revenue visibility as a result of strong
contract win momentum, and the five year subscription extension referred to above, the Board now expects EBIT for the year ending
31 December 2020 to comfortably exceed FY19 actuals.”
The final results for the year of revenue of £78.9m and EBIT of £23.9m, exceeded all of these forecasts, due to the gradually improving
revenue projections as work became contracted as the immediate risks of the impacts from the pandemic receded, along with some
reduced costs from continuing reductions in travel during lockdown, and due to the finalisation of revenue recognition on a five year
contract extension.
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D I R E C TO R S ’ R E P O RT C O N T I N U E D
Compensation for loss of
office and change of control

There are no agreements between
the Company and its Directors or
Alfa team members providing for
additional compensation for loss of
office or employment (whether through
resignation, redundancy or otherwise)
that occurs because of a takeover bid.
The only significant agreement, to
which the Company is a party to that
take effect, alter or terminate upon
a change of control of the Company
following a takeover bid, and the effect
thereof, is the Relationship Agreement.
The Relationship Agreement with
the Controlling Shareholder contains
a provision under which it will terminate
upon the earlier of: (i) the Controlling
Shareholder and its associates ceasing to
have the entitlement to exercise or control
the exercise of 10% or more of the voting
rights in the Company; or (ii) the Company’s
ordinary shares ceasing to be admitted to
the listing on the Official List of the FCA.

Political donations

The Group made no political donations
and incurred no political expenditure
during the year (FY19: £nil). It remains the
Company’s policy not to make political
donations or to incur political expenditure.
At the 2020 AGM, the Directors were
generally and unconditionally authorised
by the Company’s shareholders to make
limited political donations up to £50,000,
in order to protect against any inadvertent
breaches of the relevant provisions of the
Companies Act 2006 which are very broad
in nature. The Board has no intention of
using this authority.

Interest capitalised in the period

No interest has been capitalised by Alfa
in the year ended 31 December 2020.

Stakeholder engagement

Details of how the Group has engaged with
its employees, suppliers, customers and
other principal stakeholders together with
details of the key decisions taken by the
Group during the year are disclosed on
pages 52 to 55.

Going concern

The Group continues to be cash generative
and the Directors believe that the Group
has a resilient business model. In making
their assessment of going concern, the
Directors have considered the current
financial projections and facilities available
to the Group as well as the principal risks
and uncertainties, including the impact of
Covid-19 as set out on page 15.
The going concern assessment also
includes downside stress testing in line
with FRC guidance which demonstrates
that even in the most extreme downside
conditions considered reasonably possible,
given the existing level of cash held, the
Group would continue to be able to meet
its obligations as they fall due, without the
need for substantive mitigating actions.
On this basis, whilst it is acknowledged
that there is considerable uncertainty
regarding the future impacts of Covid-19,
the Directors are satisfied that the Group
remains well placed to manage its business
risks successfully and therefore they have
a reasonable expectation that the Group
has adequate resources to continue in
operational existence for a period of
12 months from the date of approval
of the financial statements. Accordingly,
the financial statements continue to be
prepared on a going concern basis.

Viability statement

The viability statement containing a
broader assessment by the Board of the
Company’s ongoing viability, which also
includes consideration of the impact of
Covid-19, is set out in the Strategic
report on pages 50 to 51.

Corporate governance
statement

The Company’s statement on corporate
governance can be found on page 69 of the
Corporate governance report. The report
forms part of this Directors’ report and
is incorporated by cross reference.

Annual General Meeting

The Company’s Annual General
Meeting will be held at 3:00pm on
Monday, 10 May 2021 at Alfa’s head
office at Moor Place, 1 Fore Street,
London, EC2Y 9DT. The Notice of
Meeting setting out the resolutions to
be proposed at the 2021 AGM, together
with explanatory notes, will be sent to
shareholders as a separate document and
made available on the Company’s website
www.investors.alfasystems.com.

Disclosure of information
to the auditor

Each of the Directors of the Company at
the date the Directors’ report is approved
confirms that:

• So far as the Director is aware, there is

no relevant audit information of which
the Company’s auditor is unaware; and

• He or she has taken all the steps that he

or she ought to have taken as a Director
in order to make himself or herself aware
of any relevant audit information and to
establish that the Group and Company’s
auditors are aware of that information.

This confirmation is given and should
be interpreted in accordance with the
provisions of s.418 of the Companies
Act 2006.
RSM UK Audit LLP, the Group’s auditor,
has indicated its willingness to continue
in office and, on the recommendation
of the Audit and Risk Committee and
in accordance with section 489 of the
Companies Act of 2006, a resolution to
reappoint it will be put to the 2021 AGM.

Board approval of the
Directors’ Report

The Directors’ Report was approved
by the Board on 22 March 2021
and signed on its behalf by:

Andrew Denton
Chief Executive Officer
22 March 2021

