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DEVELOPING
MOMENTUM

WE ARE
ALL ABOUT
S O F T WA R E
& D E L I V E RY
Alfa is a leading provider of software
and services to the global auto and
equipment finance industries. We
deliver our leading-edge technology
with smart, diverse people, making our
customers future-ready.

Exploring opportunities
in AI through Alfa iQ

Alfa iQ was established with a mission to
make access to assets efficient and successful
by delivering intelligence to the world’s auto
and equipment finance providers.

Read more on page 28

Accelerating growth
with Alfa Start

Alfa Start facilitates quicker
implementations both through
the Alfa Start implementation
model and as a project accelerator.

Read more on page 34
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DEVELOPING
MOMENTUM

L A U N C H O F A L FA
SYSTEM S 5.6
We push the boundaries of
what software for auto and
equipment finance really
means, with customers at
the heart of everything we do.
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Quicker
implementation
Alfa Start
page 34

New user
interface
Comprehensive UX
and UI redesign
page 27
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New
products
Cash accounts,
usage-based billing
page 13

Changing
regulations
LIBOR reform:
support for SONIA and SOFR
pages 17 and 27

The leading software
choice for asset finance
companies, worldwide.
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DEVELOPING
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DELIVERING
FA S T E R
EFFICIENT
SYSTEM S
Successful delivery of
customer critical projects:
Five go-lives during 2020
Read more on page 5
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“Alfa Systems gives us key API
capabilities that weren’t available
in our legacy banking platform,
enabling us to launch a wider range
of new products, improve speed and
efficiency, and offer a significantly
improved service to our brokers
and their customers.”
Paul Bartley
MD Asset Finance,
Hampshire Trust Bank

2020
Successful
delivery projects

1

2

3

4

5

Right at the start
of the year we
achieved the
go-live for a large
US automotive
client with
4.6 million active
vehicle contracts
demonstrating
the scalability
of Alfa Systems
and our ability to
handle the most
complex projects.

In March,
Hampshire Trust
Bank’s specialist
business finance
division went live,
only 19 weeks
after contract
signature, which
was the first live
demonstration
of the advantages
of the Alfa
Start model.

Following the
‘go’ decision in
March, the first
live contracts
went onto the
system in June.
This project has
demonstrated how
we can successfully
integrate partners
into our delivery
teams and how
Alfa Hosting
can enable fast
start-up and stable
environments.

We saw the
successful go-live
of our first US Alfa
Start client in US
automotive. It is
really impressive
to see how quickly
this project has
been delivered,
particularly
considering that
deployment and
implementation
was delivered
remotely.

May saw the
go-live of the
retail automotive
portfolio for new
contracts before
full migration of
existing contracts
in October,
with go-live for
the wholesale
portfolio taking
place in September.

US automotive

Hampshire
Trust Bank

South African
Retail Bank

First Alfa Start
for US auto

European
Retail Bank
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W E H AV E T H E
BEST IN THE
BUSINESS...

Cloud Hosted solutions

Global reach
Providing innovative solutions

Recruiting the best
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Adapting our operations

Proven delivery

...IN OUR
BUSINESS
Alfa is growing: recruiting
new people through Covid-19,
and we continue to invest
in our graduate programme.
Read more on page 24

Leading edge technology

Creating a positive impact
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DEVELOPING
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Delivering across
European locations

We delivered an upgrade for an
equipment finance company across
multiple offices in Luxembourg,
Spain, the UK, and Germany.

In numbers:

7

3

5

10

ongoing software
implementation
projects as at 31
December 2020
Upgrading multiple
locations simultaneously

We delivered a full upgrade for an
automotive finance company across
multiple offices in the Americas.

successful go-lives
during 2020

12

upgrades were
delivered in 2020

Alfa Start projects
completed or in the
implementation phase
as at 31 December 2020

Cloud Hosted projects
as at 31 December 2020
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26

countries served

30

years in the industry

GROWING
GLOBAL
I N N O VAT I O N
O P P O RT U N I T I E S
Live across four continents,
our class-leading software
platform is at the heart of
some of the world’s largest
and most innovative asset
finance companies.
Multiple time zones;
no problems

We implemented, went live and
delivered an upgrade for a global
bank across multiple locations in
three regions: Europe, Americas
and Asia Pacific.

Read more on page 16
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DEVELOPING
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B U I LT
FROM OUR
PURPOSE
To deliver our leading-edge
technology with smart,
diverse people, making our
customers future-ready.
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AT A G L A N C E
What we do
Software implementation

Ongoing development and services

Maintenance

35%

41%

24%

We had seven ongoing implementations at
31 December 2020, an increase of one since
last year end. One new and one restarted
implementation project were offset by the
completion of one implementation project
earlier in the year. Software implementations
vary in length and size depending on the
complexity of the lending portfolio, the
number of systems being replaced and
the level of change management required.
During a software implementation,
there may be a number of go-live events
as different portfolios are migrated.
Software implementation includes both
implementation and development services.
Implementation services include data
migration, testing, configuration of customerspecific automated processes and reporting.

Ongoing development and services (‘ODS’)
represents additional services or development
provided to customers after the go-live of
the software implementation. It also includes
work done pre-implementation for customers
who have not yet signed a licence agreement.
At 31 December 2020 we had four customers
engaged on pre‑implementation work, 20 post
go‑live customers procuring additional services
and one implementation customer procuring
additional services incremental to the services
associated with their main implementation project.

At 31 December 2020,
we had 27 maintenance
customers, up from 22 last
year. Maintenance pricing
is based on countries or
geographical areas in which
Alfa Systems is being used,
the number of finance
contracts managed on
Alfa Systems and types
of assets. In addition,
by year end customers
procuring Cloud Hosting
services had doubled to 10.

revenue

revenue

Where we do it

revenue

Who we do it for
Banks

62%
revenue

Americas

EMEA

Rest of
World

Customers classified as
banking institutions are
finance entities associated
with regulated banking groups.

Original equipment
manufacturers

18%
£29m

£47m

£3m

37%

60%

3%

We primarily served
customers out of
offices in Michigan
and Texas, across the
US generating £29m
of revenue in 2020.
We have deep
experience of the US
automotive finance
sector, but with a
growing presence in
equipment finance.

We had 19 customers
based in Europe
and Africa, including
four of our ongoing
implementation
customers as at
31 December 2020.
Alfa Systems has
been implemented
and is live in 17 EMEA
countries, with a further
expansion underway
into additional countries
over the next few years.

We have operations
in Australia and New
Zealand specialising in
both automotive and
equipment finance.
As at 31 December
2020 we had 17 team
members in this region.

revenue

of revenue

revenue

of revenue

revenue

of revenue

revenue

OEMs include both equipment
and automotive manufacturers,
whose main purpose is the sale
of the asset rather than the
provision of financing.

Independents

20%
revenue

Independent customers are
customers who are neither part
of a regulated banking group
nor manufacturers of the asset
being financed. Independent
customers tend to be smaller,
both in portfolio volumes and
personnel using Alfa Systems.
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CEO BUSINESS REVIEW

“During 2020, despite the short‑term
challenges, we have continued to
believe in our strategy of attracting
the best people and investing in
our product to support our longterm ambitions. This along with
our successful delivery record and
sales performance is developing
momentum for our business.”

Andrew Denton
Chief Executive Officer

Strong financial and
operational performance

2020 has been a volatile year from
an economic and societal perspective.
However, one thing which has remained
constant throughout the year is the
resilience and strength of our people and
the consistent delivery to our customers,
which has been largely unaffected by
the events around us.

Group revenue

£

78.9m

£64.5m in 2019

Operating profit

£

23.9m

£13.7m in 2019

The year started with some encouraging
signs from new contract announcements,
but was then overshadowed by the impact
of the Covid-19 pandemic. As part of
our strong risk management processes,
we implemented working from home for
all employees in early March in advance
of government-imposed lockdowns.
The switch to remote working was
accomplished smoothly and without
disruption, across all of our offices,
reflecting the investments we had made
in our infrastructure, the flexibility of our
systems and the dedication of our people.
We engaged with our customers
throughout the year to ensure we
understood how the pandemic was
impacting their ongoing business
and, where relevant, their plans for
implementing and developing Alfa
Systems. In the early stages of the crisis
there was inevitably a lot of uncertainty
around these plans, including the
cancellation of a newly won contract
with a US auto customer. Whilst we were
cautious about the short-term outlook
for the business, we remained confident
in our medium to long-term outlook and
so continued with our plans to grow the

business, recruit into our client-facing
teams, and invest in our technology.
Towards the end of Q2 and into Q3,
we saw customers recommit to plans
and in particular a number of customers
look to upgrade to Version 5. We also
saw an increase in interest from potential
new customers. This was triggered in
part by remote working highlighting
the need for a digital offering.
We exited 2020 with a strong late stage
pipeline, and with a renewal of interest
in digital transformation from potential
customers particularly in relation to our
Alfa Start proposition and our Cloud
Hosting services with 24/7 support.
We showed progress across all areas
of the business, but with particularly
strong growth in ODS and maintenance
revenues. ODS revenues were boosted
by pre-implementation work, along
with post go-live support for a number
of large customers. Maintenance revenues
benefited from our growing customer
base along with strong growth in our
Cloud Hosting revenues. As a consequence,
we have seen a strong financial performance
with revenues up 22% on prior year at
£78.9m (2019: £64.5m).
We have increased the total number
of customers from 26 at the end of last
year to 32 at the end of 2020, and this
has helped to continue to diversify our
customer base. The top 5 customers
account for 48% of revenues in the period,
down from 61% in 2019. We had ten
customers contributing revenues of more
than £2m in the period, up from seven last
year. Average headcount for the period
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was 341 (2019: 313) which, along with
the pay increases awarded last year
drove higher salary costs, but this was
partially offset by reduced costs of travel,
conferences and marketing, resulting in
an overall increase in operating profit of
£10.2m to £23.9m (2019: £13.7m).

Increasing our
technology advantage

Alfa Systems is a market leading, digitally
enabled platform, with functionality
that we believe is unrivalled on a modern
technology stack. This is enabled by
continued investment and the quality of
our engineers and subject matter experts.
During 2020 we continued to invest in
Alfa Systems, and launched Version 5.6
which included a comprehensive redesign
of the user experience along with many
other features, enhancements and
technical innovations.
Alfa Systems’ new ‘Mercury’ user interface
enables users to complete their daily tasks
with ease in an environment that is fresh,
clean and uncluttered. The new interface
draws on end-user experience and
Design Thinking to give users a more
positive experience.
We have improved Alfa POSkit, our
component-based toolbox for building Point
of Sale applications with maximum agility.
We have also continued to deliver
new functionality:

• Usage-based billing, a pay-per mile

mobility solution that allows end
customers to be billed only for the
distance travelled by using real-time
data collected through telematics
devices installed in each vehicle

• Cash accounts, a new product for

wholesale funders that pays interest
on account balances, or uses the
interest on account balances to pay
off the interest on a loan

• New reference interest rates such

as SONIA and SOFR to support the
move away from existing money
market-based rates like LIBOR

We continue to invest in further
modularisation for our software.
This initiative simplifies our code-base,
which reduces the cost of maintenance
whilst increasing speed of development
for new functionality and features. We are
also investing in our software development
lifecycle by improving the tooling and
processes for making changes to the system,
giving quicker developer feedback from our
extensive automated testing, and ensuring
that our development is more efficient.

Other information

Accelerating growth
with Alfa Start

Alfa Start is our Cloud Hosted entry
level version of the Alfa Systems platform.
It uses a predefined, leading practice
configuration and process catalogue
which allows any finance company to
take full advantage of the proven Alfa
Systems platform, which until now has
been within reach only of larger, more
established operators. This optimised
approach accelerates systems change,
maximises value and minimises risk, and
enables lean businesses to automate and
innovate. Alfa Start customers can be in
live production with their new system in
less than 20 weeks, quickly leveraging
Alfa’s functionality and performance.
It can also be used as an accelerator for
all implementations, cutting the time
to get even large scale customers live
using a Minimum Viable Product approach.
In the first half of 2020 we successfully went
live with an Alfa Start implementation for
Hampshire Trust Bank in the UK, delivering
within 19 weeks.
We have continued to refine the Alfa Start
package and during the year, Alfa Start
was formally launched for the US Auto
Finance sector, where we are building on
our long-established experience of working
with market leading companies in that
market. In October we announced that
we had achieved a successful go-live for a
US automotive manufacturer, our first US
Alfa Start for a US Auto customer, in under
23 weeks. We have an implementation
underway for another UK equipment
customer, due to go-live in Q1 2021.

Cloud Hosting growing

Cloud Hosting is becoming an increasingly
important part of our business. It not only
provides a predictable, accretive revenue
stream for us and a great service for our
customers, but also allows us to provide
environments quickly to enable projects
to get started.
During the year we announced four new
contract wins for our Cloud Hosting
solution. These were with a major South
African bank to support a multi-phase
implementation, a leading UK provider
of auto finance solutions and two UK
equipment finance companies. One of
the UK equipment finance companies was
an existing customer that is upgrading
from Version 4 to Version 5 as well as
moving to our Cloud Hosting solution.
We now host a total of 10 customers.
Two of these are in pre-implementation,
four are in implementation and four are in
live production. Monthly revenues grew
from £0.1m per month in January 2020 to
£0.4m per month by the end of the year.
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Our Differentiators
This is why our customers
choose Alfa Systems.
Delivery track record

Our best practice methodologies
and specialised knowledge of asset
finance enable us to deliver large
system implementations and highly
complex business change projects.
With an excellent delivery record
over three decades in the industry,
Alfa’s track record is unrivalled.

Unify systems

Alfa Systems helps customers reduce
complexity by consolidating legacy
systems and eliminating integrations
and workarounds. Alfa Systems
removes these inefficiencies by using a
single platform with a single database.

Innovate and challenge
in multiple markets

Multi-entity, multi-regulatory,
multi-currency and multilingual.
We react quickly in a complex
and changing market and adapt
to match business requirements
and customer needs as they evolve.

Create an omnichannel
experience

We empower customers, dealers
and vendors through enhanced
self-service and omnichannel
technology. We operate with a
clear and complete picture of the
customer journey, from onboarding,
throughout in-life management to
end of term and retention.

Perform through
leading‑edge tech

Alfa Systems is designed ground-up
with the latest technology to allow
easy integration into other systems
and work in a web environment
with scalable performance, proven
for a 10 million-contract portfolio.

Achieve operational agility

Streamline operations through process
automation, across different functions
and geographies. Achieve greater
control, connected processes and
a seamless flow of information.

Alfa iQ
pages 28 to 29
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CEO BUSINESS REVIEW CONTINUED
Growing partnerships

A key component of our growth strategy
is to develop strategic alliances with
selected partners. The partners increase
our operational capacity with flexible
resource, and also enhance our capacity
to target new customers in both existing
markets and markets where we are not
currently present.
In February 2020 we announced a global
partnership agreement with a leading
international professional services firm
and at the end of the year we agreed
a global partnership agreement with
another international professional services
firm which took our total number of
implementation partners to six. These
agreements will help us to accelerate
our ability to deliver Alfa to customers
who want the operational and financial
advantages that Alfa Systems can bring.
During 2020 partners worked with
us across six different projects with
customers in four different countries,
and since the year-end we have partners
now working on an additional project.

Exploring opportunities
in AI through Alfa iQ

In May we formed Alfa iQ, a 51:49 joint
venture between Alfa and Bitfount, a
company founded by Blaise Thomson.
The joint venture structure allows Alfa iQ
to address the widest possible market.
Blaise was a founder and CEO at VocalIQ,
which was sold to Apple in 2015. He
then led the Apple Engineering office
in Cambridge, UK until he left in 2019
to start Bitfount. The joint venture has
been created to greatly enhance Alfa’s
ability to develop artificial intelligence
solutions for the auto and equipment
finance industries. We believe that this
has the potential to be transformational
for our customers in how they use and
understand data to make better decisions
and improve their performance.
Alfa iQ is working on three engagements
already, understanding data and exploring
potential options for development.
During 2021, Alfa iQ plans to build a
decision support architecture that is
tightly integrated with business process
automation tooling and includes real-time,
intelligent proactive and reactive decisionmaking as well as informed strategic
decision-making.
This joint venture is at an early stage
and is aiming to impact revenues in 2022.
As Alfa iQ meets the definition of a joint
venture as per IFRS 11, all profits and
losses made by Alfa iQ will be equity
method accounted for in line with IAS 28.
In September 2020 Alfa also published
its second position paper on artificial
intelligence titled ‘Using Machine

Learning in the Wild’. This paper describes
two machine learning related projects that
Alfa engineers had pursued as part of Alfa’s
innovation framework. It has interesting
insights into the trade-offs between
adopting off-the-shelf approaches
and building up models internally,
as well as showing how much can be
done with a relatively small investment.

Board evolution and governance
In the first half two new Non-Executive
Directors, Adrian Chamberlain and
Charlotte de Metz, were appointed
to the Board, and Duncan Magrath
was appointed Chief Financial Officer.
Below Board level, the addition of
Vicky Edwards as Chief People Officer
completed the Company Leadership
Team which now comprises eight people
and blends deep Alfa experience with
new external expertise. I am delighted
with the Board and leadership team we
have assembled and I am enjoying working
with them, albeit remotely at the moment.

On 22 July 2020 we announced that as a
result of a competitive tender process we
had appointed RSM UK Audit LLP (RSM) as
our new auditor. To ensure that we can work
with the widest range of partners possible,
Deloitte, our previous auditor, 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 our audit. The appointment of RSM
as auditor for the 2021 financial year will be
subject to approval by shareholders at the
next Annual General Meeting of the
Company to be held on 10 May 2021.

Strong engagement
with our people

In response to Covid-19, we did
not furlough any staff, have not taken
any government support though the
pandemic, and provided funds to
support home working. We proactively
moved to remote working in advance of
government-imposed lockdowns, and our
offices generally remained closed through
the year. Where safe to do so, and where
allowed under local rules, we reopened
offices for those who wished to return to an
office environment. Where needed we have
supported homeschooling by providing
time off. We currently do not expect
full-scale office working to return before
September 2021 at the earliest and are
considering what our working model will be
once the impact of the pandemic has eased.
Along with the Board and Company
Leadership Team changes noted above
we have continued to invest in our people,
both by continuing to recruit but also
committing time and effort to ensure
we maintain engagement despite the
difficulties of remote working. We held
both our annual global conference and
global Christmas meeting remotely, and

we have continued to encourage feedback
through regular Company meetings, and
engagement surveys. We also held live video
meetings where the whole Company can ask
questions of the senior management and,
on one occasion, the Non-Executive
Directors as well.
We continue to monitor the engagement
of our people through our bi-monthly Pulse
surveys. Through active communication
to ensure that our people understand our
strategy, objectives and performance and
keeping them up to date with developments,
our engagement rating has consistently been
above 70% since March 2020, and continued
to improve through 2020.
We recognise that the Covid-19 pandemic
has imposed many difficulties on our
people, but they have tackled them
with great commitment so we would
like to thank them for all their efforts this
year and we are confident that they will
continue to do so as the situation develops.

Making a positive impact

One of our core values is ‘Making a positive
impact’ and I am delighted that despite the
challenges of 2020, we have continued to
live this value throughout the organisation
and we have made exceptional progress in
the year.
We have been more focused in our
environmental and social efforts, using
four of the United Nations Sustainable
Development Goals to help direct our
work. The four goals we chose to work with
initially are: Quality Education, Gender
Equality, Climate Action and Partnerships.
We have provided the environment to
help the formation and growth of new
communities within Alfa, for example,
the growth of the Women’s Community
and the formation of the Alfa for Racial
Equity Group. These communities and
others have organised many social talks
and events for us to engage the company
and support wellbeing. Externally we have
highlighted important issues by using our
corporate voice to support and champion
bodies such as the Black British Network,
Stonewall and the Women’s Association,
and we have supported our supply chain
through a difficult year.

Special dividend and initiation
of regular dividend payments
We remain a strongly cash generative
business and clearly have excess capital
for our present and predicted needs.

Having carefully considered both our
short-and-medium term requirements
including a number of downside scenarios,
the Board decided to declare a special
dividend of 15 pence per share which was
paid on 6 November 2020 to shareholders
on the register as at 16 October 2020, with
the shares going ex-dividend on 15 October
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2020. This amounted to a total return
of capital to shareholders of £44.2m.
We continue to be cash generative, and
our cash balance was £37.0m at the year
end, even after the payment of the
special dividend.
Looking forward, we believe that Alfa will
continue to be able to sustainably support
investment in growth and its technology
through organic means. Therefore, the
Board has concluded that it would be
appropriate to start a regular program of
dividends, starting with an initial dividend of
1.0 pence per share for the full year ended
31 December 2020. The Board intends
to progressively increase the dividend as
the company grows, whilst ensuring that
we retain a strong balance sheet.

Resilience of underlying
asset finance market

The underlying asset finance market tends to
be relatively resilient in economic downturns,
because it is a more secure form of lending,
meaning its share of the overall finance
market tends to increase. We saw greater
resilience in the US than in the UK and
Europe although there were reductions in
new lending all regions in the first half of the
year, but with significant improvement in the
second half. The medium-term resilience
in the auto and equipment finance market
means that in the related software market,
big systems projects that are underway tend
not to get stopped, although projects can
look to save money in the short term which
can change plans. We do however expect that
the pandemic is accelerating opportunities
from those businesses who have found their
systems have not been flexible enough
to cope with remote working, changes
in regulation, and the need to quickly
reschedule payments. These organisations
are now looking to digital technologies to
improve operational efficiencies and
transform their business.

Good pipeline development
in target markets

2020 was a successful year for pipeline
development in our core target markets
of US Auto, US Equipment, European
multinational and the UK. Continuing to be
successful in these core markets allows us to
deliver more implementations more quickly.
We are also becoming a leading supplier
for global brands. For some customers we
increasingly support them across multiple
continents, and we can provide a seamless
joined up approach that few of our
competitors can rival. Lifting and shifting a
product from country to country allows us
to go faster and is in line with our vision of
delivering more concurrent implementations.
We define our early stage pipeline as
prospects where there is active engagement
with a potential customer through either

Other information

a demo or responding to an RFI (Request
for Information). Our late stage pipeline
includes prospects where we are at the
workshop stage or where the work has been
won subject to completion of contracts.
During the first half of the 2020 we saw
a reduction in our early and mid-stage
pipeline, partly as a result of good progress
of opportunities into the later stage of the
pipeline but also an absence of lead activity
which we believe was a result of the impact
of Covid-19 on customers’ desire to think
about initiating large new systems projects.
The second half saw a return of new
prospects and so we see the early-stage
pipeline as having largely recovered back
to the levels of last year end.
The late stage pipeline from the beginning of
the year developed well with five opportunities
progressing to signed contracts, offset by one
small project being cancelled, and one large
project which did not progress beyond the
pre-implementation work. With the good
flow through to the late stage pipeline,
we have ten opportunities with final
negotiations/discussions underway.

Outlook

During 2020 we have started to build
real momentum in the business despite
the impacts of the pandemic. We have
continued to develop our product, we
have recruited more implementors and
engineers, we have successfully delivered
five go-lives, and we have started to get real
traction with our Cloud Hosted solution.
This combined with a cash generative
business model and a very strong balance
sheet means that we have the structures and
resources in place that would enable us to
see further revenue growth in 2021 if the
pipeline converts.
The nature of our current business model
is that whilst we have good visibility for
the next six months, contractual cover
falls off quite quickly thereafter and so
whilst positive about our prospects, in the
current environment we remain cautious
in setting our expectations. Consequently,
we currently expect 2021 revenues to be
in line with 2020 underlying revenues on a
constant currency basis. We will continue
to invest for the future by growing our
team further to enable us to convert our
sizeable late stage pipeline. In addition
profitability will be further impacted as
some travel and marketing expenses
rebuild as lockdowns ease. We continue
to believe in our strategy of attracting the
best people and investing in our product
to support our long term ambitions.

Andrew Denton
Chief Executive Officer
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Our Covid-19 response
The impacts of Covid-19 are
being felt across the globe. We
were fortunate that our business
model meant that we were
impacted a lot less than others.
1. Speedy response

Our Incident Response Team met
regularly at the start of the year,
before the scale of the crisis was
understood, and we swiftly moved
to remote working in advance of
government imposed lock-downs,
and provided support for our people
to work from home.

2. Resilient operations

We already had the systems and
infrastructure in place to ensure that
we could quickly transition to fully
remote working. This, along with the
dedication of our people, meant that
our ability to support our customers
was unaffected. We have continued
to recruit and have had over 54 people
join since we closed our offices,
with induction and training being
conducted remotely.

3. Supporting our people

We did not furlough any of our staff,
but refocused those people who
previously supported our offices and
conferences to supporting people
working remotely, through organising
regular meetings and events, both
company focused and social, to ensure
that everyone remained connected
and to maintain the Alfa culture.

4. Financial measures

Our strong balance sheet meant that we
entered the pandemic with significant
cash reserves. Throughout the year
we have continued to be strongly
cash generative, so much so, that we
were able to pay a special dividend
in November, and still retain a healthy
cash balance. We have not accessed
any government funds throughout
the period. Any incremental costs that
we have incurred with remote working
have been more that outweighed by
savings in travel, accommodation and
marketing costs.
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M A R K E T OV E RV I E W
Alfa has been at the forefront of the digital
revolution in asset finance. Significant
investment into our Cloud Hosted offering
means that this is also a top-quality proposition
and both aspects together mean that we are
well positioned to meet customer requirements.

Technology trends

Global trends

The industry continues to evolve
technologically: companies now
routinely look for digital solutions,
capable of interacting seamlessly with
the rest of their systems landscapes.
A desire for artificial intelligence (‘AI’)
and machine learning (‘ML’) also
plays an increasing role, although
the industry remains unsure of how
to use these tools.

2020 was dominated by the difficulties
posed by Covid-19. However, asset
finance has always been a resilient
industry. After a period of uncertainty,
it became clear that asset finance would
remain important, and companies
returned to considering IT projects.

The restrictions in movement caused
by Covid-19 have seen companies move
further online, with customer portals and
apps seen as the future. Similarly, Cloud
Hosted solutions are easily accessible
from anywhere, also removing the need
for physical hardware. Both elements
bring risk, however, with a need for
greater focus on information security.

Covid-19 has changed the focus, however,
with requirements around payment
holidays and flexible billing profiles
suddenly becoming crucial, and collections
requirements now also rising.
One unchanged element is the move
towards Everything as a Service (XaaS),
with usage-based billing becoming more
prevalent and mobility solutions still
viewed as an important growth area.

What this means for Alfa today

What this means for Alfa today

What this means for Alfa tomorrow

What this means for Alfa tomorrow

How this links to our strategy

How this links to our strategy

Product

Product

Alfa has been at the forefront of the
digital revolution in asset finance, and
Alfa Systems has a rich application
programming (‘API’) allowing seamless
connectivity. Significant investment into
our Cloud Hosted offering means that
this is also a top-quality proposition,
and both aspects together mean
that we are well positioned to meet
customers’ requirements.

Alfa’s joint venture, Alfa iQ will provide
industry-leading direction into the use
of machine learning, and the possibility
of incorporating ML into a range of Alfa
processes is an exciting one. Our Digital
Gateway module allows clients to build
deep integrations from portals and apps
without Alfa assistance, and we expect
to see this use case accelerate.

Sales

Alfa Systems has long had the flexibility
to allow uneven payment structures and
payment holidays, which allowed Alfa
clients to act quickly when the pandemic
struck and puts Alfa in an excellent
position for future sales. While macro
conditions will remain challenging, Alfa
has weathered the storm, and the sales
pipeline is strong.

Alfa continues to invest in its product,
with new-look collections functionality
scheduled for early 2021 to respond to
market demand. Similarly, while Alfa
already supports a range of usage-based
billing products, further work in this area
is planned.

Simplification
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EMEA

USA

Australia and New Zealand

Large multi-national companies
dominate the European market, and
with Covid-19 hitting profits, the cost
savings available from multi-country
IT rollouts have never been more in
demand. At the same time, smaller
companies serving niche markets
continue to appear, particularly in
the more mature markets.

The US response to Covid-19 has
resulted in a sharp but only partial
economic recovery and a long-term
recession remains likely. However,
low interest rates have boosted loan
volumes and some sectors have
prospered. For example the used
car market has been driven to highs
due to low new vehicle inventories.

While Covid-19 hit Australasia along
with the rest of the world, strong
leadership meant that the effects were
minimised, and after an initial slump
business has mostly continued as usual.

In Alfa’s home market, the full effects
of Brexit are still to be established.
While it seems that Brexit will not affect
asset finance products directly, the
reduced freedom of movement may
have impacts. In parallel, the shift from
LIBOR to SONIA means many finance
companies must rethink their variable
rate products.

In auto finance, Covid-19 restrictions have
accelerated the nascent trend away from
dealerships and towards direct sales, often
online. More generally, IT implementations
themselves are moving online, with travel
reductions again accelerating the trend for
distributed working. Implementations are
also moving to shorter, incremental
approaches allowing clients to realise
benefits more quickly.

The market in these countries is
smaller than Europe and the US,
and the banking sector in particular
is concentrated on four main players.
However, agriculture and mining are
large and growing markets, meaning
that both local and global equipment
captives also see opportunity – as do
global auto captives, particularly
from Asia.

What this means for Alfa today

What this means for Alfa today

What this means for Alfa today

What this means for Alfa tomorrow

What this means for Alfa tomorrow

What this means for Alfa tomorrow

How this links to our strategy

How this links to our strategy

How this links to our strategy

Product

Delivery

Product

Alfa’s product flexibility and delivery
experience across Europe means it is
well placed to implement multi-country
projects successfully. The 2020 launch
of Alfa Start means that Alfa now also
provides for the smaller end of the
market. Meanwhile, the existence of
Alfa’s German subsidiary mitigates
some of the risks of Brexit.

As Alfa continues to implement
successfully with its European client base,
we will extend our functional footprint
to meet the requirements in additional
countries, further enhancing our
multi-country proposition. In the UK,
the first client will go live in 2021 with
our market‑leading SONIA functionality.

Delivery

Simplification

Alfa Systems supports any class of asset,
new or used, mitigating against a downturn
in one sector. While dealer networks remain
important, our experience in other verticals
means we already support the growing
direct market. Alfa’s proven delivery
methodology flexes to align with
a customer’s requirements, allowing
us to support both traditional and
agile deliveries.

We expect the distributed working
policies introduced by clients for
Covid-19 to continue beyond the current
pandemic. These result in reduced travel
expenses and time, and allow more of
our people to support multiple clients.
This will also make working with partners
easier, again allowing us to increase our
number of concurrent deliveries.

Partnerships

With a smaller market, Alfa’s ability to
build strong and long-lasting relationships
is crucial in maintaining its position, and
clients of over 15 years are testament
to this. At the same time, our ability to
provide a single package that covers
multiple markets makes us a good fit
for global players.

The reduced impact of Covid-19
means an increase of opportunities for
the Australasian market in the medium
term, and Alfa’s long-standing presence
gives us a strong platform for growth.
Global relationships will also play a part,
with multiple current Alfa clients looking
to bring their Australian portfolios onto
the system.

Simplification
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OUR BUSINESS MODEL

We create value by successfully delivering
leading-edge technology, with smart,
diverse people across the breadth of
the auto and equipment finance industry.
Inputs

Value
creation

New markets and geographies
require software development
Leading companies require
innovation and customer specific
enhancements to stay ahead
Asset finance is heavily
regulated – regulatory change
requires software changes

Software

Markets
Market overview
on pages 16 to 17
Culture and values
Our culture and values
on page 58

Leading-edge
technology
and innovation
attracts smart,
diverse people

Smart, diverse
people improve
our software

P e o p le

Growing Company provides
career development and
rewards for our people

All supported by strong governance and robust risk management
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30 years of Alfa

Headcount

2,276 years
of experience

1990

1995

2000

2005

2010

2015

2020

Outputs

New
market
entry

Expanding our
addressable
market

Revenue

Software

Delivery
Our people
and partners
implement
smart solutions
for customers

Solutions
for leading
auto and
equipment
finance
companies

Financial returns
for shareholders

Subscriptions

Cash

See Financial review
on pages 38 to 41
Impact on society
See ESG section
on pages 56 to 63

Services

Our delivery
track record and
market-leading software
drives recommendations
and additional sales

Retain
for potential
future needs
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A L FA I N V E S T M E N T C A S E

A L FA S Y S T E M S
IS A LEADING
ASSET FINANCE
S O F T WA R E
P L AT F O R M
Purpose-built for asset
finance enterprises
globally, developed to
meet the current and
future needs of the global
asset finance industry.

1

Strongly positioned in a large resilient addressable
market with clear structural growth drivers
We have an established position of
leadership in the asset finance software
market, underpinned by our experience,
our track record of delivery, and our
in-depth understanding of the asset
finance industry.
Changing regulations (for instance
risk-free rates), the need for digital
capabilities (accelerating as a result
of changes in customer processes as
a result of the global pandemic) and
the need to replace ageing infrastructure
and outdated systems are driving
underlying demand for Alfa Systems.

We are committed to growing our market
share by recruiting the smartest people,
maintaining and developing our leadingedge technology, and surpassing customer
expectations through delivery excellence.
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3

Constant innovation delivers leading-edge
technology embedding strong long-term
customer relationships

We have multi-year relationships with our
customers, built on our consistent delivery.

2

Alfa has invested significantly in the
development of its technology platform
to ensure it is secure, reliable, resilient
and scalable to grow with our customers’
business ambitions.
Our suite of integrated modules
can be deployed and configured as
a full end-to-end solution covering
the entire asset finance lifecycle or
alternatively to provide stand-alone
support for functional or product areas.

Our hosted solution adds further value
by reducing implementation timescales
and provides a single, resilient, actively
monitored infrastructure.
Our strong, long-term customer
relationships drive recurring revenues
as well as providing references for
new prospects.

Our differentiated
business model is
difficult to replicate

30 years and growing
With an excellent delivery history over three decades
in the industry, Alfa’s track record is unrivalled.
Our business model typically involves the sale and
deployment of our asset finance software platform
into large enterprises, which have highly complex
and varying requirements.

We are able to leverage
our understanding of
these complexities to
enhance Alfa Systems –
a significant selling point
for new prospects.

Our Alfa Start
methodology
enables us to deliver
a subscription-based
service rapidly to smaller,
less complex customers.

We have established a partner network that
extends our sales channel and enables us to
increase our capacity to implement more Alfa
Systems, hence leveraging our IP.

4

Strong cash generation
delivering a strong
balance sheet supporting
growth plans
A robust
balance sheet

An impressive cash
conversion rate

£37m

114%

of cash (2019: £59m)
and no bank debt
(2019: £nil)

(2019: 138%)

We have a clear strategy
and a cash generative
model that enables us to
fund our growth internally
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C O M P A N Y S T R AT E G Y
Our strategy for creating long-term sustainable
business value. Everything we do at Alfa is aligned
with our strategic hierarchy.

Our values

Our strategic priorities

Challenge without
being challenging

We do the right thing in
service of the bigger picture.
Use your knowledge and
expertise to benefit others.

Create a positive impact

We want to make a difference
for each other, our customers,
and the communities we work
within. Give something back.

People
Maintain our
differentiation of
market leading People.

Product
Maintain our
differentiation
of market
leading Product.

Delivery
Maintain our
differentiation
of market
leading Delivery.

We will attract, develop and
retain a smart, diverse team.
We will continue to offer
a supportive, diverse and
collaborative working
environment and be
considered to be an
employer of choice.

We will maintain our leadingedge technology and ensure
its secure, effective delivery
to make our people, and
customers, future-ready.
Our target markets
inform and direct our
product development.

We will maintain our unrivalled
track record for delivering large
system implementations and
highly complex business
change projects.

Our objectives

Our objectives

Our objectives

Let great ideas grow

We believe that great things
can come from anywhere.
Have the confidence to
share your ideas – they will
always be received.

Make it better together

We believe everything can
be improved through critical
questioning. Whatever it
is, ask yourself “how can it
be better?”

Our purpose
and Identity

To deliver our leading-edge
technology with smart,
diverse people, making our
customers future-ready.
We are a software and
delivery company.

• Retain and attract the
best people

• Encourage inclusivity
Our vision

To grow our company size
naturally, but grow our
impact rapidly – always
retaining our underlying
culture. Key to this is
delivering more concurrent
Alfa implementations, more
efficiently, with a world-class
product. We will have a big
company impact, but a small
company feel.

and diversity

• Provide career development
and learning opportunities

• Make a positive impact

to contribute to a more
sustainable future

• Foster innovation

throughout the Company

• Reinvest in the product

to increase value for
customers and prospects

• Seize market opportunities
for new products

•

• Successful delivery of all

Alfa implementation projects
and ongoing services

• Maintain strong customer
engagement and loyalty

Continue to direct product
roadmap by target markets

• Integrate Alfa Systems with
best of breed solutions

• Drive innovation in our
existing solutions

• Encourage open

communication and
strategic alignment

Strategy in action
pages 24 to 25

Strategy in action
 ages 28 to 29
p
& 34 to 35

Strategy in action
pages 28 to 35
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Sales
Focus on Cloud Hosted
sales to our target
markets as an engine
for revenue growth.

Simplification
Enable more
concurrent Alfa
implementations,
more efficiently, with
a higher margin, by:
- Simplifying our
product;
- Simplifying our
implementations;
- Simplifying our
processes across
our organisation.

Partnerships
Develop our partner
network, to improve
our sales opportunities
and to enable more
concurrent Alfa
implementations.

Volume Market
Improve our offering
for smaller asset
finance providers
as a platform for
innovation and to
increase our reach
within our industry.

We will grow our share of
the enterprise asset finance
sector and our sales approach
is cloud-first. Our target markets
inform and direct our sales and
marketing effort.

We will continue to invest
in simplification to achieve
our vision of delivering
more concurrent Alfa
implementations, more
efficiently with a world
class product.

We will work with a select
group of partners to create
additional sales channel
opportunities and increase
our delivery capabilities
whilst maintaining quality.

We will become a market
leader in the volume market
of the asset finance industry.

Our objectives

Our objectives

Our objectives

Our objectives

• Grow target market share
• Grow Cloud Hosted sales
• Grow incremental sales
to existing customers

• Improve prospect
engagement and
sales process

• Improve product

engineering scalability

• Simplify our supported

codesets and platforms

• Simplify our implementation
delivery approach

• Improve operational
efficiency

•

Strategy in action
 ages 26 to 27
p
& 34 to 35

Improve management
information and control

Strategy in action
 ages 26 to 27
p
& 30 to 31

• Leverage our partner
ecosystem for sales

• Scale and leverage

our partner ecosystem
for delivery

• Add to our partner
ecosystem

• Continuous improvement
of Alfa Start delivery

• Continuous improvement
of Alfa Start product

• Win customers in the

volume market, based
on Alfa Start proposition

• Deliver training

• Continue investment

Strategy in action

Strategy in action

to partners and
maintain ongoing
information exchange

 ages 26 to 27
p
& 32 to 33

model for volume market

pages 34 to 35
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S T R AT E G Y I N A C T I O N
Encourage inclusivity
and diversity

• A new ‘Alfa for Racial Equity’ community
was created to provide support for
colleagues and increase awareness
of key movements.

Our people
Our success as an organisation
hinges on being able to recruit,
retain and develop our Alfa
team, allowing our people to
innovate and grow throughout
their career.

Retain and attract
the best people

• We undertook a full review of our

Reward and Benefits strategy to
ensure we are offering a competitive
total reward package.

• Delivered a varied and comprehensive

calendar of virtual social events and
wellbeing activities to support everyone
as we moved to remote working.

• Reviewed and enhanced our global
mobility approach.

For 2021, we will continue to recruit the
best talent in line with growing business
needs, continually monitoring the external
market to remain competitive. We will
ensure new ways of working are considered
to support our people and help with the
added pressures for families and people
with caring responsibilities. We will continue
our wellbeing and social initiatives
to maintain our unique culture.

Number of
new employees

70

• In addition to our diverse calendar of

social talks and events organised by our
active communities, we also ran a series
of Inclusion and Diversity workshops
providing a safe place for everyone to
share views, ideas and lived experiences.

• We improved our gender diversity across
the organisation, but importantly at
Board and Leadership level.

• For 2021, we plan to launch our Inclusion
& Diversity Charter and help everyone
understand the role they play in creating
an inclusive culture at Alfa. The Charter
will be supported by an action plan,
which includes the development of
a programme of inclusion and diversity
training to ensure an inclusive culture
where everyone can succeed.
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Career development and
learning opportunities

• We have recruited an experienced

L&D manager to ensure we support
people development as well as skills
and knowledge training.

• We successfully transitioned to

remote onboarding and induction,
as well as converting and delivering
our initial technical training in a
virtual environment.

• We achieved our target of an average
of 5 learning days per person.

• For 2021, we will be focusing on a

new approach for our graduates to
include a formal rotation to provide a
broader experience; developing a new
management and leadership curriculum
and undertaking succession, capacity
and capability planning for key senior
roles in support of team development.

Contribute to a
sustainable future
Our focus is to:

• Continue to support our 4

chosen UN Sustainability Goals,
increasing awareness and driving
action across Alfa.

• To implement offsetting for

carbon neutrality and update
our corporate policies in support
of lower carbon emissions.

• Champion our CSR communities,
providing guidance and support
for its calendar of events.

Link to strategy

People
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S T R AT E G Y I N A C T I O N C O N T I N U E D

Strategic investment
In our leading-edge
software to make our
customers future-ready.

Delivering a faster Alfa
Systems, more efficiently,
enabling our customers
to generate value earlier

As customers drive their businesses
harder and expect more access to
information, Alfa Systems’ performance
has been improved, continuing our
journey to an always-available system.
Simple deployment models, such as Cloud
Hosting and Docker containers, enable us
to deliver Alfa Systems more efficiently
and earlier, allowing our customers to
focus on their business differentiators
rather than infrastructure. Meanwhile,
the same hardware handles more users
and processes portfolios faster, improving
the user experience. Our support for
alternate database platforms provides
mechanisms for customer cost savings.
Investing in our whole engineering process,
including our people, ensures that our
onboarding, tools and infrastructure
enable us to scale teams efficiently,
whilst benefiting more from external
expertise and leading-edge technology.
Continued system modularisation effort
has separated workflow components
allowing us to use them more easily in
more contexts. As part of the Software
Development Life Cycle (SDLC) initiative,
we have made significant investment
and progress towards providing better
isolation between different parallel
enhancements. Process, tooling and
continuous integration framework
changes to allow automated tests to run
prior to being merged into the mainline
are being further developed and verified
ahead of rollout. This is anticipated to be a
significant change to allow us to efficiently
further scale our engineering team and
improve release flexibility, which should
benefit our customers.

Plans

Our future investments will continue
to focus on shortening the cycle from
requirements to delivery, ensuring that
our customers receive the best service
and are kept future-ready. We will progress
our modularisation and SDLC initiatives,
further focusing on simplification and
bottlenecks. In parallel, we will continue to
review and update our process to improve
team autonomy and individual mastery
within our engineering teams as well as to
balance the different types of work we do.
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Concise, responsive,
clearer user interface

Support for risk-free
interest rate calculations

LIBOR, EURIBOR and other similar rates,
used all over the world as a benchmark
to determine customer interest rates,
are being phased out in favour of risk-free
rates such as SONIA and SOFR.
This year we’ve worked closely with
the international Alfa user groups to
implement a solution that is consistent
with the usage of risk-free rates across
other lines of business, and allows a
smooth transition for existing business
at scale. Alfa Systems could already
handle different interest rate types
and transitioning between them, but
risk-free rates required new features,
e.g. to support compounding of the rate
separate from the margin. Relevant finance
products were then amended to be able
to use this new type of rate.

	Read more in our whitepaper
on the impact of LIBOR reform
	https://www.alfasystems.com/
eu/perspectives/libor-reform

This year we introduced a new user
interface to Alfa Systems, code-named
Mercury, the first to be entirely driven
by direct end-user feedback. The refresh
to leading-edge technology has improved
user experience and eased training
requirements, while the faster, more seamless
transitions have increased productivity.
We continue to engage in regular end-user
research sessions, watching people use
Alfa Systems in their day jobs. This helps
guide us on how the user interface can be
continuously improved and, combined
with our close customer relationships,
helps us to prioritise investment.
Alfa is committed to continuing
collaborations with our customers,
including through hosted user groups,
identifying opportunities to create
meaningful improvements and a seamless
experience on the platform.

Link to strategy

Sales

Simplification Partnerships
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S T R AT E G Y I N A C T I O N C O N T I N U E D

Alfa iQ
Alfa iQ was established
to deliver intelligence
to the world’s auto
and equipment
finance providers.

Artificial intelligence
and machine learning

Embedding Artificial Intelligence (AI) into
business applications, more specifically
through the use of Machine Learning
(ML) is becoming more commonplace.
Numerous organisations are using modern
machine learning techniques to improve
user experience and drive wider adoption
based on data, from SaaS applications
that we use every day through to auto
and equipment manufacturers who are
pushing the boundaries of what can
be automated. With more tools and
platforms being released all the time
to facilitate machine learning, this is a
branch of technology that is only going to
become more mainstream, even in more
risk averse industries like asset finance.
There are numerous challenges, covering
areas as wide as ethics, bias, fairness,
data quality and interpretability but none
of these are insurmountable. The path
forward will require collaboration between
experts in business sectors with those who
deeply understand the application of the
right technology.
It is understandable that the excitement
for the possibilities that AI and machine
learning present could be weighed down
by the associated risks and challenges but
this is where we at Alfa feel that we can
make a difference by applying our deep
knowledge of asset finance and partnering
with recognised experts to develop new
propositions to better support customers
in our target markets.
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Potential cost savings
for banks from AI
applications by 20231

447bn

$

1. Autonomous Next research.

Highlights

2020 saw the formation of our joint
venture with Bitfount, Alfa iQ. Alfa iQ
was established with a mission to make
access to assets efficient and successful
by delivering intelligence to the world’s
auto and equipment finance providers.
The joint venture brings together Alfa’s
industry experience and asset finance
data structures, with Bitfount’s team
of AI data scientists. Our ambition is
to provide the best machine learning
models for the asset finance industry.
We have been steadily introducing
Alfa iQ to leading industry players,
including but not limited to existing
Alfa customers. This has culminated in
starting work with our first customer,
with early results showing the potential
for improved returns, which could be of
the order of an increase of 1% or more
in return on capital. In addition to our
first customer, we have three qualified
leads in the late-stage pipeline.
A core strategy group consisting of senior
leadership from Alfa and Bitfount has
worked to define the strategy for Alfa iQ,
prioritising a roadmap of the use cases for
AI in asset finance.

Plans

We will continue to work to expand our
customer base, with the aim to deploy
our first models into production. In order
to achieve this, we will need to build out
a core Alfa iQ team and our product
offering. The latter will focus on the
use cases which have been highlighted
by our research and experimentation.
Another key objective will be to prove
the advantages of AI over traditional
approaches, helping the wider industry
better understand the benefits and
promote further adoption. For this
purpose we will be producing further
white papers on machine learning and
aim to release a case study with one
of our early customers later in 2021.

Link to strategy

Product

Delivery
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S T R AT E G Y I N A C T I O N C O N T I N U E D

Scalability

• Invested in our platform to automate

Cloud Hosting
Alfa Hosting is a fundamental
part of our strategy to deliver
Alfa more efficiently and offer
our clients value earlier in the
implementation process.

Delivery

• Live with four clients across EMEA

and the Americas. Two of these used
Alfa Start and one was a migration
from an on-premises Alfa installation.

• Managing infrastructure for

10 clients currently in the project
implementation phase.

• Provided infrastructure to accelerate
projects which will eventually be
managed by our clients in their data
centres or the cloud.

• Supported other areas of Alfa Systems

business providing environments and
experience to support external partner
and client training and our sales teams.
Alfa Hosting is a fundamental part
of our strategy to deliver Alfa more
efficiently and to offer our clients value
earlier in the implementation process.
When clients select Alfa Hosting, their
users and engineers are able to start
using Alfa from the beginning of the
project in support of integration,
configuration and testing. In 2021
we will continue to provide secure, high
performance infrastructure to new and
existing clients allowing them to focus
on delivering value to their business.

the rollout of security and infrastructure
patches. Reducing the time spent per
environment on routine tasks will ensure
that we can support an increasing
number of environments for an increasing
number of clients going forwards.

• Invested in a fully automated

monitoring solution covering all
aspects of our managed infrastructure
to provide our 24/7 support team
with exactly the information they need
at the moment they need it. This will
ensure that the teams supporting
our client environments can provide
a high quality service to an increasing
number of environments without
needing to scale the team.

2021 will see opportunities to automate
more of our processes and to continue
to improve the customer experience
wherever we can. Our investment in
technology and automation is allowing
us to support a growing number of
clients more quickly than we are
growing the team.
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Technology

• Delivered a complete solution for

the deployment of the Alfa reporting
platform along with offering the
replication of real-time reporting
data to client-managed data stores
for consumption into a data lake
or integration layer.

• Delivered support for OAuth/OIDC

for API authentication and authorisation
alongside a managed OAuth authorisation
server offering clients flexibility in how
they secure API access.

• Delivered support for flexible rate

limits configurable against specific APIs.
This will allow the safe deployment of
internet-facing APIs for use in web
applications or from external services
and augments our digital strategy.

2021 will see a continued investment
in our platform to support seamless
multi-region disaster recovery, a
client‑facing management portal and
investment in our containerisation strategy
to simplify deployments. We will also be
implementing support for additional
messaging services such as Amazon SQS
to provide our clients with more flexibility
in their integration solutions.

Link to strategy

Delivery

Sales

Simplification
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S T R AT E G Y I N A C T I O N C O N T I N U E D

Partnerships
Our partner programme
is a key part of Alfa’s
long‑term growth strategy.

Approach

We work with a small, carefully selected
partner ecosystem of like-minded
organisations with geographical spread
and complementary delivery capabilities.

• Increased operational capacity through

We utilise three types of partnering –
the first is staff augmentation where
industry expert partner staff augment
our teams and assist with our standard
implementation consultancy work with
Alfa priming the delivery. Typical roles
include configuration, training and
testing support.

Partnerships are an important growth
accelerator, bringing a number of benefits
to Alfa and our customers.
partner staff augmentation of our
teams, allowing us to deliver more Alfa
Systems implementations concurrently.

• Greater flexibility to change resourcing
rapidly by leveraging our partners size
and bench strength.

• Increased sales opportunities through

joint business development and access
to a wider range of customers though
our partner network.

• Faster/less risky implementation

projects through smoother system
integration by skilled Systems
Integrator (SI) partner resources
with Alfa experience.

• Extended local market expertise,

language skills and presence enabling
more effective sales and implementation.

• Client-side resourcing capability

through our partner network, allowing
us to provide an additional service
to customers.

• Extended product offering and

simplified implementations through
integrating Alfa Systems with
complementary solutions from
technology partners.

Partner
relationships

6

The second type is working with Systems
Integrators to perform activities outside
of Alfa’s standard implementation scope
and which are key to the successful
delivery of the project. Typical roles
include programme management,
integration development, test
management, document production
and report creation.
The third type is working with
technology partners for out of the box
integrations with best of breed solutions.

Highlights

This year we have successfully scaled our
partner relationships, remotely onboarding
one large partner intake and embedding
more partners in our project teams, sales
activities as well as in client-side/SI roles.
On the delivery side, partner resources
have been utilised across six customer
projects in four different geographies
and we have seen three partner assisted
projects go live.
We have also grown our partner ecosystem,
agreeing engagement terms with Accenture
and initiating a global collaboration with
another notable professional services
organisation for the combined marketing
and delivery of the Alfa Systems platform.
We have continued to invest in partner
training, further developing our training
programme including the creation of a
technical course for SI partners. Updates to
our partner portal and access to additional
resources mean that our partners have
better access to supporting information
and tooling, bringing increased efficiencies.

Plans

In 2021, we will continue to scale our
existing partnerships and evaluate other
potential partners to strengthen further
our partner ecosystem and core market
coverage. This will include commencing
partner assisted delivery in North America.
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Proven partner assisted delivery
This year we have seen notable partner
assisted delivery success with three
partner assisted projects going live.
Taking one of these projects below
as a case study:

Alfa Systems implementation for
a leading South African Bank
Approximately a third of the Alfa
implementation team comprised staff
augmentation partners from Teamwill
Consulting. This ranged from between
three and five partner resources over
the duration of the project, covering
Alfa Systems configuration, supporting
the creation of business processes,
producing new document templates
and supporting the client reporting
and UAT activities. All partner resources
came with strong industry knowledge
and systems implementation experience,
and for the lead partner resource this
was his fourth Alfa project.
Quoting Nathan Dean, the Alfa project
manager, regarding his experience
managing a partner assisted team:
“I have been really impressed with the
partners from Teamwill assisting on
the project. They are smart, confident
and experienced, and they’ve been
successfully delivering on a number of
key roles on the project and providing the
high level of service I would expect of an
Alfa consultant. What’s more, they fit in
really well with the Alfa and client teams,
which is something that I think is equally
important, particularly when working
on secondment as we have been”.

Partner assisted project
go‑lives in 2020

3

Ongoing partner
assisted projects

4

Sales collaboration helping
to secure long-term growth
in our project pipeline

Sales collaboration is an important
aspect of our partnerships, with new
sales acting as a growth accelerator,
both for Alfa and for scaling our partner
relationships further. Selling with partners
also enhances the effectiveness of our
partner relationships through mutual
trust and cooperation.
In EMEA we have one early stage
opportunity that will be a co-bid with
a partner. In North America we have two
late stage opportunities which, if sold,
will be our first partner assisted delivery
projects in this region.
We work closely with our partners on joint
marketing and research opportunities,
enhancing our visibility within the industry
and giving our collaborations increased
credibility with prospective customers.
Partners continue to provide local language
and market expertise that is invaluable in
the sales process, particularly with regard
to new market entry opportunities.
We have also benefited from increased
sales channel opportunities via our partner
relationships and the extended global
reach and credibility they provide.

Link to strategy

Delivery

Partnerships
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Why this is exciting for Alfa

Alfa Start contributes to Alfa’s strategy
by consolidating the expected use of
Alfa, allowing us to add new clients
without increasing the complexity of
the software we build and maintain.

Alfa Start
Alfa Start not only highlights
the ability of our people to
deliver Alfa projects, but also
their creativity, collaboration
and expertise within the asset
finance industry.

What we have done
during the year

2020 saw a number of Alfa Start successes
with the first UK Equipment Start and US
Auto Start implementations going live in 19
and 22 weeks, respectively. This coincided
with marketing launches for each variation,
increasing market awareness and bringing
Alfa Start to the forefront of discussions
with prospective clients.
2020 also saw the commencement of
a second UK Equipment Start project
and a number of other new projects using
Alfa Start as an accelerator. This was not
just limited to the markets for which Alfa
Start directly serves; we also saw projects
in other regions, such as Asia Pacific, use
Alfa Start to propel their implementation.
Projects that implement Alfa Start as an
accelerator serve as a useful tool for
expediting implementations, exploring
future Alfa Start offerings and providing
another avenue for feedback and subsequent
development of our existing products.
A number of internal investment initiatives
have also begun to ensure continuous
development of Alfa Start. This includes
incorporating project feedback and new
product features, expanding functional
and integration capabilities, establishing
more client-facing documentation and
improving internal testing.

Alfa Start facilitates quicker implementations
both through the Alfa Start implementation
model and as a project accelerator.
The amount of effort often duplicated
across implementations is reduced,
enabling more concurrent projects.
The rapid implementations enabled by
Alfa Start make the Alfa Systems product
available to a wider range of customers,
not just Alfa’s traditional large enterprise
implementation customers. It also
complements phased implementation
approaches, allowing them to realise
value sooner.
Alfa Start is a product of internal strategy
and investment. Its success and interest
from our target markets in 2020 reinforces
our direction and processes. Furthermore,
Alfa Start also highlights the ability of our
people to not only deliver Alfa projects,
but also their creativity, collaboration and
expertise within the asset finance industry.

First UK Equipment Start
implementation live in:

19 weeks
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2021 opportunities

Recent years have seen a shift in
appetite for technology projects
amongst asset finance providers.
The emphasis is now less on projects
with large scope and long implementation
timelines, and more on minimum viable
product implementations. It is expected
that this trend will continue in 2021.
Alfa Start satisfies this demand, allowing
clients to implement Alfa Systems sooner
and make changes after go-live. This year
has highlighted the importance of strong
enterprise technology and it is expected
that the economic implications of Covid-19
will result in more providers looking to
cheaper implementation models.

How it has contributed
to the Alfa strategy

Alfa Start enables simplification in a
variety of areas of an implementation
project including planning, process design,
testing, and integration design and build.
Shorter implementation timelines present
Alfa as a more competitive package,
especially amongst smaller asset finance
providers in key markets.

2021 will also see a number of existing
implementations progress. The benefits
of Alfa Start are compounding; each
implementation provides the opportunity
to gather feedback, build more expertise,
make improvements and build our Alfa
Start user group. This, combined with
keeping our Alfa Start offering in line with
Alfa’s latest features, industry trends and
technology will further cement our
class-leading offering.

Alfa Start is complemented by Alfa
Hosting, which allows clients to use
Alfa without having to establish and
maintain environments. Together, both
allow the client to go live quicker with
an Alfa platform that meets both the
functional and technical requirements.
Finally, Alfa Start consolidates the expected
use of Alfa, making partner onboarding
simpler and in turn providing more options
for project staffing. This, combined with
the reduced implementation timelines,
make Alfa Start a key factor in Alfa’s ability
to run more concurrent implementations.

Link to strategy

First US Auto Start
implementation with
a strategic client live in:

Product

Delivery

Sales

Volume Market

22 weeks

36

Alfa Financial Software Holdings PLC Annual Report and Accounts 2020

K E Y P E R F O R M A N C E I N D I C AT O R S
Measuring our performance
Alfa measures a range of Financial and
Operational metrics to help manage business
performance. During 2020 we reviewed our
KPIs and rationalised them to focus on those
that are most critical to performance delivery.

Financial
Group revenue
£78.9m
78.9
64.5

2019

71.0

2018

Operating profit
£23.9m
23.9
13.7
22.4

2018

Operating profit margin
30%
30%
21%

Cash
£37.0m
37.0
58.8
44.9

2018

Operating free cash flow conversion
114%
114%

2020

138%

2019
86%

Total contract value (TCV)
£112.9m

Volume Market

Group revenue performed positively
across all revenue streams with
particularly strong growth in ODS
and Maintenance. ODS revenues
increased as a result of activity with
pre-implementation customers, along
with increases in post go-live support
for some of our customers.

The favourable Operating
profit performance was driven by
increased Group revenues, partially
offset by an increase in the cost base
as we continued to invest across the
business, principally in headcount.
Some of the cost increase was offset
by reduced spending as a consequence
of the pandemic.

Operating profit margin has improved
significantly during the year due to
the benefit of Group revenue flowing
through to Operating profit at a
greater rate than the cost base
increase (see comments under Group
revenue and Operating profit above).

During 2020 a special dividend
of £44.2m was paid, reducing
the Group’s Cash balance. After
adjusting for this underlying Cash
has further improved due to a
favourable Operating free cash
flow performance together with
collection of £3.6m of one-off licence
revenues recognised during 2019.

2020 performance

Operating free cash flow conversion
continued to perform well driven by
positive business performance and
continued focus on cash management.
Relative to 2019 the metric has reduced
due to that year’s performance being
boosted by the recovery of receivables
where the related revenue was recognised
in previous years. Note 2018 and 2019
have been restated – see page 37.

2020 performance

112.9

2020

2018

Partnerships

2020 performance

2019

2019

Simplification

Why do we measure this?

Growing revenue is a measure of
customer and business success.
It is central to our objective of
growing by maintaining our
leading competitive position
through differentiation of
People, Product and Delivery.

Why do we measure this?

Operating profit is an indicator
of the Group’s profitability. It can
be used to analyse the Group’s core
operational performance without
the costs of capital structure and
tax expenses impacting profit.

Why do we measure this?

Operating profit margin is a measure of
how effectively we sell Alfa Systems
and manage our cost base. It also
allows comparison across different
companies and sectors.

Sales

Linked to remuneration:
Yes
Links to strategic priorities:

Linked to remuneration:
Yes
Links to strategic priorities:

Linked to remuneration:
Yes
Links to strategic priorities:

32%

2018

2018

Delivery

2020 performance

2020

2020

Product

2020 performance

2020

2019

People

2020 performance

2020

2019

Our strategic priorities

80.5
106.0

Year on year total TCV has seen
significant growth from 31 December
2019 with improvements across all
elements and in particular increases
in ODS and Maintenance TCV.
See page 39 for further detail.

Why do we measure this?

Cash is critical to allow the Group to
cover its expenses, provide funds for
investment, growth and to meet its
long-term needs. Cash generation
is a good indicator of the underlying
health of the business.

Why do we measure this?

A strong unencumbered balance sheet
position is key to growing the business
in the future. Our business has always
been cash generative and this KPI
allows us to monitor cash flows before
investment in capital projects.

Why do we measure this?

Helps to predict revenue and
the value of a contract over
its lifetime, which will generally
extend beyond the current financial
year. See page 37 for a detailed
explanation of the calculation.

Linked to remuneration:
Yes
Links to strategic priorities:

Linked to remuneration:
Yes
Links to strategic priorities:

Linked to remuneration:
No
Links to strategic priorities:
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Definition and KPI
calculation method

(1) Headcount

Represents the number of Alfa employees
under contracts of employment as at
31 December of each year.

(2) Retention rate

Represents the retention of Alfa employees
over the previous 12-month period, excluding
any managed staff attrition.

We believe that Operating free cash flow
conversion is a key measure required to
assess our financial performance. It is
used by management to measure liquidity.
This measure is not defined by IFRS.
The most directly comparable IFRS
measure for Operating free cash flow
conversion is Cash flows from operations.
The measure is not necessarily comparable
to similarly referenced measures used by
other companies. As a result, investors
should not consider this performance
measure in isolation from, or as a substitute
analysis for, our results of operations as
determined in accordance with IFRS.

(3) Total contract value (TCV)

TCV is calculated by analysing future contract
revenue based on the following components:
(i)	an assumption of three years of maintenance
and Cloud Hosting payments assuming these
services continued as planned (actual
maintenance and Cloud Hosting contract
length varies by customer);
(ii)	the estimated remaining time to complete
any software implementations and recognise
deferred licence amounts (which may not
all be under a signed statement of work).
Where licence is paid on a monthly subscription
it has been assumed to continue for three
years assuming these services continued
as planned; and
(iii)	ODS work which is contracted under
a statement of work.

Operational
Headcount
360

2020 performance

360

2020
2019

316

2018

312

Retention rate
93%
93%
83%

2019

88%

2018

Employee engagement
72%

Employee engagement has improved
significantly during the year, to a
three year high, due to a particular
focus from senior management on
this area. Initiatives to help employees
stay positive during the pandemic
have also contributed to this
favourable performance.

46%
61%

Greenhouse gas emissions
per 1,000 square feet (tCO2E) 198

2019
2018

The Retention rate has improved
during the year due to greater
employee satisfaction (visible in
the significantly improved Employee
engagement metric below) as a result
of continued focus and initiatives
to drive improvements in this area.
This has also been helped by lower
attrition due to the pandemic.

2020 performance

72%

2020

2020

Headcount has increased due to
planned recruitment and investment
continuing across the business
together with an improved employee
Retention rate.

2020 performance

2020

2018
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The calculation method for each metric is as follows:

In considering the financial performance of
the business, the Directors and management
use Key Performance Indicators (KPIs), some
of which are defined by IFRS and some of
which are not specifically defined by IFRS.

2019

Other information

198
821
890

2020 performance

Our emissions have fallen significantly
due to much reduced travel driven
primarily as a result of the pandemic
combined with a review of travel
needs generally.

Given this KPI is forward looking, in calculating
the TCV we have used the budget 2021 exchange
rates. These budget rates are; USD; 1.29,
EUR; 1.11, AUD; 1.84, and NZD; 1.96.

(4) Employee engagement

Extracted from bi-monthly employee Pulse
survey ratings. Questions asked are “Would
I recommend Alfa to a friend as an employee”,
“I am happy with Alfa’s strategy and business
goals” and “Alfa has an excellent atmosphere
and culture.”

(5)	Operating free
cash flow conversion

Operating free cash flow is calculated as
cash generated from operations, less capital
expenditures, less the principal element of lease
payments in respect of IFRS16. Operating free cash
flow conversion represents Operating free cash flow
generated as a proportion of Operating profit.
As explained on page 41 we no longer report
the Adjusted EBIT measure. Operating free cash
flow conversion was previously calculated using
Adjusted EBIT rather than Operating profit.
In addition, total lease payments were previously
included in Operating free cash flow; in order to
make the cash flow measure consistent with the
profit measure we have changed Operating free
cash flow to only include the principal element
of lease payments. The 2019 and 2018 KPIs have
been restated accordingly from 142% to 138%
and from 87% to 86% respectively.

Why do we measure this?

Our Revenue growth and ability
to win new business is heavily
dependent on the number and
deep expertise of our people
and therefore growing our team
for the future is key to this goal.

Why do we measure this?

Our deep expertise in the industry
and our ability to service our customer
relationships is driven by the quality
of our people. A higher Retention
rate demonstrates sustained
engagement and maintenance
of key skills and knowledge.

Why do we measure this?

Measures levels of employee
satisfaction and connection to
the business. There is a positive
correlation between employee
engagement and business
performance and the metric
should be a lead indicator for
Retention rate performance.

Why do we measure this?

Responsible operations and
a commitment to a positive
Environmental, Social &
Governance (ESG) agenda.
We are committed to a position
of carbon neutrality through
assessing our carbon footprint
and emissions.

Linked to remuneration:
No
Links to strategic priorities:

Linked to remuneration:
No
Links to strategic priorities:

Linked to remuneration:
No
Links to strategic priorities:

Linked to remuneration:
No
Links to strategic priorities:
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FINANCIAL REVIEW

“Despite the challenges we have
faced in the year we have delivered
a strong financial performance and
paid our first dividend as a listed
company, whilst retaining a robust
balance sheet.”

Duncan Magrath
Chief Financial Officer

Financial results
£m

2020

Movement
2019
%

Revenue

78.9

64.5

22%

Operating profit

23.9

13.7

74%

Profit before tax

23.2

13.0

78%

Taxation

(2.9)

(2.8)

Basic Earnings Per Share

6.93p

3.50p

4%
98%

We started 2020 expecting to see a drop in both revenue
and profit compared with 2019 as a result of the economic
uncertainty. However, as the year progressed, our expectations
for the full year increased. 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. Our final result is
ahead of our 17 December 2020 trading update principally due
to the licence fee revenue recognition in respect of the five year
contract extension that was agreed towards the end of the year
and which was confirmed in a trading update on 26 February
2021. Overall the results show strong growth over FY19.
Revenues increased by £14.4m to £78.9m in the twelve months
ended 31 December 2020 (2019: £64.5m) with increases across
all revenue streams, but with particularly strong growth in ongoing
development and services (ODS) revenues, up 38% to £32.4m
and maintenance which was up 29% to £19.2m. ODS revenues
increased as a result of work with pre-implementation customers,
along with increases in post-go live support work for some of our
key customers. In 2020 ODS revenue benefited from £5.6m of
one-off licence revenues associated with a five-year contract
extension. This was almost exactly matched the £5.5m of
one-off licence revenues recorded in 2019. Maintenance
revenues increased in 2020 due to increased levels of hosting
activity, inflationary increases and a higher volume of contracts
being supported for certain customers.

Operating profit increased by £10.2m to £23.9m (2019: £13.7m),
due to the £14.4m increase in revenues, partially offset by a
£4.1m increase in expenses, of which £3.2m was as a result of an
increase in research and product development expenses, £2.5m
was as a result of an increase in sales, general and administrative
(SG&A) expenses, net of a £1.6m decrease in implementation
and support expenses.
Net finance expense of £(0.7)m (2019: £(0.7)m) resulted in profit
before tax of £23.3m (2019: £13.0m) and with an effective tax
rate of 12.4% (2019: 21.7%) the resulting profit for the period
was £20.4m (2019: £10.2m).

Revenue

Revenue – by type
£m

2020

2019

Movement
%

Software implementation

27.3

26.1

5%

ODS

32.4

23.5

38%

Maintenance

19.2

14.9

29%

Total revenue

78.9

64.5

22%

Software implementation revenues increased by £1.2m, or
by 5%, to £27.3m in 2020 (2019: £26.1m), reflecting the six
ongoing implementation projects from the end of 2019 and
three additional projects that were commenced during 2020.
One of these continuing projects was our first Alfa Start
implementation which was completed and moved to the ODS
revenue category during the period. Of the three additional
projects that commenced during 2020, one was a customer who
signed a contract but then cancelled before significant activity was
underway as a result of the pandemic, one related to a customer
who had previously put their implementation project on hold
during 2018 and one was our second Alfa Start implementation.
As such, the Group has seven ongoing implementation projects
as at 31 December 2020.
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Software implementation revenue
£m

New
Ongoing

Other information

2020

2019

ODS
£m

2020

2019

0.1

–

New

4.0

–

24.9

25.0

Pre-implementation

Paused / Restarted

1.3

(0.2)

Ongoing

Completed

1.0

1.3

27.3

26.1

Total Software implementation revenue
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One of the projects classified as ongoing at the end of 2020
completed its pre-implementation phase in October 2019.
This customer contributed £6.7m to ongoing software
implementation revenue in 2020 (2019: £1.2m). Revenue
from the remaining implementation projects classified as ongoing
in the table above contributed £18.2m in 2020, a decrease of
£5.6m compared with £23.8m in 2019. This decrease is primarily
due to the fact that during 2019 the largest of these ongoing
implementation projects was running two phases concurrently,
however, the larger of the two phases went live in January 2020 and
as a result moved to the ODS category at this time. This decrease
was then partially offset by write-backs of licence revenues in the
prior year. These write backs resulted from the deferral of certain
go-lives dates and the establishment of material right to use liability,
reflecting discounts of the right to use renewal payments customers
will be required to make in future years.
During the year one implementation project that had previously
been paused in 2018 restarted and contributed £1.3m in 2020
(2019: £(0.2)m).
Revenue from the implementation projects that were completed
or cancelled in the period contributed £1.0m (2019: £1.3m).
The ongoing revenue from these projects has moved to the ODS
category following implementation completion.
ODS revenues increased by 38% or £8.9m to £32.4m in 2020
(2019: £23.5m). This significant increase was the result of:

• An increase in revenue from customers from pre-implementation
work of £1.4m. During H1 2020 the Group had three customers
who were undertaking pre-implementation work. One of these
moved to implementation during the first half but as previously
noted was subsequently cancelled due to the economic uncertainty
at the time. In the second half of 2020 we mutually agreed
with one customer to bring the project to an end due to being
unable to agree on contractual terms. The third contract
moved into implementation in early 2021. During H2 2020,
three new pre-implementation projects commenced.

• An increase of £4.0m due to new ODS customers. This includes

revenue from those customers who on completing their
implementation project, or one phase of their implementation
project, transitioned to the ODS category during the period.

• An increase of £3.4m of revenue from ongoing ODS customers

resulting from the current mix of ODS projects in 2020 compared
to the prior year. In particular several key customers have ongoing
ODS specific projects to either upgrade from v4 to v5 of the Alfa
Systems or expand the use of Alfa to new geographical regions.

• An increase in one-off licence revenues of £0.1m. In 2019 we

recorded £5.5m of one-off licence revenue of £1.6m received
when a customer exceeded their current licence band, and
£3.9m due to the extension of a previously terminated contract.
In 2020 this same customer chose to extended for a further
five years through to October 2025. This resulted in £5.6m
of additional licence revenue which was recognised in 2020
on agreement of the five year extension.

One-off licence revenue
Total ODS revenue

3.9

2.5

18.9

15.5

5.6

5.5

32.4

23.5

Maintenance revenues increased by £4.3m, or by 29%,
to £19.2m in 2020 (2019: £14.9m). This increase was partly
due to inflationary annual maintenance price rises, a higher
volume of contracts being supported for certain customers
and an increased number of customer utilising the Group’s
relatively new Cloud Hosting offering.
Maintenance
£m

2020

2019

Maintenance

16.6

14.4

Hosting
Total Maintenance revenue

2.6

0.5

19.2

14.9

Total Contract Value (TCV)
£m

2020
FY

2020
H1

2019
FY

Software implementation

32.4

32.5

27.4

ODS

12.2

6.4

8.0

Maintenance
Total TCV

68.3

57.5

45.1

112.9

96.4

80.5

Total contract value (TCV) – as defined in the definition section on
page 37 – at 31 December 2020 is £112.9m (30 June 2020: £96.4m,
31 December 2019: £80.5m). Implementation TCV has remained
relatively stable compared to H1 2020 due to the further completion
of ongoing software implementation projects which has been
almost completely offset by the addition of a new software
implementation project that commenced in January 2021.
ODS TCV has increased compared to H1 2020 as a result of
a number of new statements of work being contracted prior
to 31 December 2020. The largest movement compared to H1
2020 has been to the maintenance TCV which is principally due
to a maintenance element of the new five year contract extension
referred to above, and more of our clients moving to a Cloud
Hosted solution, (we have included three years’ worth of the
maintenance, from the five year extension contract, and of
planned hosting revenues within the maintenance TCV figure).
Of the £112.9m total TCV at 31 December 2020, £52.5m is
anticipated to convert into revenue within the next 12 months,
assuming contracts continue as expected and are not cancelled
or delayed. This includes £17.6m of software implementation
revenues, £12.2m of ODS revenues and £22.7m of maintenance
(and hosting) revenues.

Operating profit

The Group’s operating profit increased by £10.2m, or 75%, to
£23.9m in 2020 (2019: £13.7m) primarily reflecting the £14.4m
increase in revenues, partially offset by an increase in the Group’s
cost base as we continued to invest in the business, through
increased headcount and partner costs, offset by reductions in
travel, conference and marketing costs, as a consequence of the
pandemic. The Group’s operating profit on a constant currency
basis increased by 73%.
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Finance costs
2020

Movement
2019
%

Implementation and
support expenses

Net finance costs of £(0.7)m (2019: £(0.7)m) remained relatively
unchanged. Income on cash balances remained low given the
current low interest rate environment.

15.3

16.9

(9)%

Profit for the period

Research and product
development expenses

18.9

15.7

21%

Sales, general and
administrative expenses

21.3

18.8

13%

Expenses – net
£m

Other income

(0.5)

(0.6)

Total expenses – net

55.0

50.8

–
8%

Headcount numbers as at 31 December 2020 were 360
(2019: 316), and our staff retention rate has been 93%
over the 12 months to that date.
Implementation and support (I&S) expenses have decreased
by 9%, to £15.3m (2019: £16.9m). I&S expenses predominantly
comprise personnel costs, travel and partner costs, with the
total of these contributing 88% of the total I&S expenses
(2019: 87%). In the year the average software implementation
headcount decreased by 6, to 102 employees (2019: 108
employees). In addition, the Group’s travel costs significantly
decreased as our project teams were not travelling due to the
pandemic, which also resulted in some reduced customer billings.
The corresponding reduction in personnel-related and travel
costs were partially offset by the increase in partner costs of
£1.5m during 2020, reflecting the Group’s focus on delivering
on its strategic objectives of utilising partners. In 2020 we
deployed partners on six of our customer projects, including
pre-implementation, implementation and v4 to v5 upgrade projects.
Research and product development (R&PD) expenses
increased by £3.2m, or 21%, to £18.9m (2019: £15.7m). 86%
of R&PD expenses are personnel costs (2019: 84%) and the
average number of developers increased in the year by 22
to 156 employees (2019: 134 employees). In addition to the
increase in the average headcount, the personnel-related costs
have also increased due to the above inflationary pay rises that
were awarded in November 2019 as part of the Group’s overall
strategy to invest in its people.
As in prior periods, our development efforts centred primarily
on customer project development. In addition to this customer
development, for which the amounts are expensed in the profit and
loss, during 2020 a total of £0.7m (2019: £1.1m) of development
costs were capitalised. The key amounts capitalised related to
£0.3m in relation to enhancements of the Alfa user interface and
£0.1m in relation to the changes required to prepare Alfa for the
new interest rates such as SONIA and SOFR.
SG&A expenses increased in the year by £2.5m to £21.3m
(2019: £18.8m). This included increased salary costs through
strengthening some of the support functions; increases in the
share-based payment charges in 2020 to £1.3m (2019: £0.6m)
in relation to LTIPs granted in May 2018, November 2019 and
June 2020; and increased amortisation costs of £0.8m (2019: £0.4m)
reflecting the higher amounts of intangible assets capitalised over
the past two years. These increases have been partially offset
by the decrease in foreign currency differences of £0.8m, which
moved from a loss of £(0.3)m in 2019 to a gain of £0.5m in 2020.
Overall in 2021 we expect to continue to increase our headcount,
to see some bounce back in the circa £2m reduction in cost that
resulted from the Covid-19 lockdown, and also some increased
IT hosting costs as this business grows.

Profit after taxation increased by £10.2m, or 100%, to £20.4m
in 2020 (2019: £10.2m). The effective tax rate decreased to
12.4% in 2020 against the effective tax rate for the 2019 year
end (2019 21.7%) primarily due to research and development
tax credits arising in respect of the 2018 and 2019 claims.
These claims were finalised during 2020.

Earnings per share

Basic earnings per share increased by 98% to 6.93 pence in 2020
(2019: 3.50 pence). Diluted earnings per share increased by 99%
to 6.79 pence (2019: 3.41 pence).

Cash flow

Net cash (including the effect of exchange rate changes) decreased
by £21.8m to £37.0m at 31 December 2020, from £58.8m at
31 December 2019. The most significant impact was the payment
of the special dividend of £44.2m on 6 November 2020. This more
than offset the increase driven by cash generated from operations
of £30.1m. In 2020 we received £3.6m of one-off licence revenue
items recognised during FY19 along with £4.5m from the five year
contract extension which was behind revenue recognition by
£1.4m. Continued focus on cash management by the Group saw
net change in working capital of £2.9m. Taken together, the Group’s
Operating free cash flow conversion (FCF) was 114% (2019: 138%).
In addition to the cash generated from operations of £30.1m,
the Group incurred £1.0m on capital expenditure (2019: £2.1m),
provided funding of £0.4m to its newly set up joint venture, Alfa
iQ, and made tax payments of £3.8m (2019: £4.1m) during the
period. The Group has no external bank borrowings.
In 2020 there were net cash outflows of £45.9m (2019: £1.6m)
from financing activities related to the principal element of lease
payments and the 15 pence per share special dividend, amounting
to £44.2m which was paid on 6 November 2020. No ordinary
dividends were paid during the year.
Operating free cash flow conversion
£m

2020

2019

Cash generated from operations

30.1

22.5

Capital expenditure

(1.0)

(2.1)

Principal element of the lease
payments in respect of IFRS 16

(1.7)

(1.6)

Operating free cash flow

27.4

18.9

Operating profit

23.9

13.7

114%

138%

Adjusted for:

Operating free cash flow conversion

Balance sheet

The significant movements in the Group’s balance sheet,
aside from the cash balance which is described above, from
31 December 2019 to 31 December 2020 are detailed below.
The trade and other receivables balance decreased by £0.2m
to £13.7m (2019: £13.9m). At the end of 2019 there had been
some delays in invoicing overseas customers and a higher accrued
income balance as a result of £3.6m from non-recurring revenue
items. Both of these issues were resolved in 2020 and the cash
collected. This improvement was offset by the impact of the
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overall increase in revenue during 2020 and the increase in
accrued income of £1.4m from the five year right to use and
maintenance extension contract.
The trade and other payables balance increased by £2.2m to
£8.1m (2019: £5.9m) principally due to an increase in the sales
tax payable, including VAT and the overseas equivalents, of £0.8m
(largely as a result of increased customer invoicing activity in the
last two months of 2020 compared to the same months in the
prior year), an increase in the holiday pay accrual of £0.3m
reflecting the impact of fewer holidays being taken during the
year as a result of the pandemic and an increased in the bonus
accrual of £1.7m.
Contract liabilities have decreased by £1.6m to £7.0m (2019: £8.6m)
with a decrease in the deferred software implementation contract
liabilities of £2.6m, due to work progressing on the current software
implementation projects, being offset by a £1.0m increase in
deferred maintenance liabilities, reflecting the higher maintenance
revenues charged in the year.

Capital allocation and distributions

Alfa seeks to deliver high-quality visible earnings and future
earnings growth, and maintain a strong balance sheet. The Group’s
capital allocation policy includes the following elements aimed
at supporting the achievement of strategic objectives:

• Reinvestment in people and technology; and
• Maintaining strong liquidity.
Having reviewed the strategy of the business and the resources
required to support its growth, the Directors concluded that
there was excess capital in the Group and paid a special dividend
amounting to £44.2m in 2020 (2019: £nil). Looking forwards, the
business continues to be cash generative with a healthy net cash
balance and as a consequence the Directors concluded it was
appropriate to start a regular dividend programme, commencing
with proposing a final dividend of 1.0 pence per share for the 2020
full year, which will be paid in July 2021. The Board intends to
progressively increase the dividend as the Group grows, whilst
ensuring that we retain a strong balance sheet.
In making investment decisions regarding our people, the
Directors considered the Group’s financial performance and
position as well as investor and analyst feedback; dialogue and
feedback from employees, covering employee engagement
and retention rates; requirements for training and professional
development; and appropriate reward structures in the context
of the current labour market. The allocation of capital towards our
people will support the Group in achieving its strategic objective
to maintain a high-performance organisation with a culture of
continuous improvement.

In making investment decisions to develop our technology,
the Directors considered the Group’s financial performance
and position; the feedback and requirements of customers; the
operational efficiency of the existing technology; and the efficacy
and expected return on investment of certain development and
enhancement work. The allocation of capital to technological
development will support the delivery of our strategic objectives
to grow market share, to extend our best in class digital agenda,
and to promote and grow value and develop resilience.

Related party transactions

The ultimate parent undertaking is CHP Software and Consulting
Limited (the ‘Parent’). There was no trading between the Group
and the Parent. There were no balances outstanding from, or to,
the Parent at 31 December 2020 and 31 December 2019.

Going concern

The financial statements are prepared on the going concern basis.
The Group continues to be cash generative and the Directors
believe that the Group has a resilient business model. The Group
meets its day-to-day working capital requirements through its
cash reserves generated from operating activities. The Group’s
forecasts and projections, taking account of reasonably possible
changes in trading performance including the possible impacts
of Covid-19, show that the Group has sufficient cash reserves
to continue to operate for a period of not less than 12 months
from the date of approval of these financial statements.
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 continued
uncertainty surrounding the future impacts of Covid-19, the
Directors consider it appropriate to continue to adopt the going
concern basis of accounting in preparing the financial statements.

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 50-51.

Subsequent events

There have been no reportable subsequent events since the
balance sheet date.

Duncan Magrath
Chief Financial Officer
22 March 2021

Key financial metrics

The Group uses a number of key financial metrics which are not
specifically defined by IFRS but which management use as key
measures to assess financial performance. Previously Adjusted
EBIT and Adjusted EBIT margin had been used by management
to monitor performance. The differences between these measures
and the equivalent IFRS measures was becoming relatively small and
so the use of these alternative financial metrics has been stopped.
Operating cash flow conversion is monitored by management and now
that the adjusted EBIT measure has been dropped this is calculated
as cash generated from operations as a percentage of operating profit.
These measures are not directly comparable to similarly referenced measures
used by other companies and, as a result, investors should not consider these
performance measures in isolation from, or as a substitute analysis for, our
results of operations as determined in accordance with IFRS.
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New customer revenue

New customer revenue comprises revenue generated by customers
who have not previously generated revenue in the applicable segment
in the prior year.

Constant currency

We provide percentage increases or decreases in revenue and operating
profit to eliminate the effect of changes in currency values as we believe
it is helpful to the understanding of underlying trends in the business.
When trend information is expressed herein ‘in constant currencies’, the
comparative results are derived by re-calculating non-pound sterling
denominated revenue and/or expenses using the average monthly
exchange rates of this year and applying them to the comparative year’s
results, excluding gains or losses on derivative financial instruments.
The average rates are as shown in note 1.4 to the financial statements.
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Our aim is to foster a culture of effective risk
management by encouraging appropriate and
monitored risk-taking and innovation.
Introduction

2020 has been a year of unprecedented
external events, with the Covid-19
pandemic having widespread social
and economic impacts across all of Alfa’s
operating regions. Layered on top of this
was the complicated US political situation,
and the uncertainty around the eventuallyconcluded Brexit trade deal negotiations.
During these uncertain times Alfa’s risk
management framework has provided us
with a solid basis for assessing, preparing for
and reacting to these types of challenges.
As the Covid-19 situation developed in
Q1 2020, we were in the fortunate position
of being well prepared to execute our
pandemic plan. Our Covid-19 Incident
Response Team worked closely with the
Company Leadership Team (CLT) to
identify, control and mitigate risks as
they arose. Their activity has continued
throughout 2020, and we will continue
to react proactively to the situation as it
unfolds throughout 2021, doing our part
to ensure the safety and wellbeing of our
employees, customers and their families,
and to minimise the risk to our operations.

Risk management is integral
to our strategic objectives

The events of 2020 have demonstrated
the interconnectedness of many of the risks
and opportunities that our business faces.
In order to deliver our strategy and achieve
excellence through our business model,
both operationally and financially, we must
make sure that we maintain the right balance
between safeguarding against potential
risks, and taking advantage of potential
opportunities as they arise. Our aim is to
foster a culture of effective risk management
by encouraging appropriate and monitored
risk-taking and innovation, in order to
achieve the Group’s strategic priorities.
Our strategic priorities as set out on
pages 22 and 23, are to:

How we monitor risk

1

Identify risks

Whilst overall responsibility for risk lies at the Board level, the
Directors have delegated authority for risk identification to the CLT.
A bottom-up approach has primarily been undertaken to provide
a detailed review of risks by relevant business owners and this is led
by the Risk Officer, twice a year. The output is then reassessed by
the CLT to provide assurance over completeness of the risk register.

2

Define risk appetite

Our systems and processes are designed to manage our exposure to
risk rather than eliminate the risk completely. Therefore the Audit and
Risk Committee, with the CLT, will reassess the Group’s risk appetite
each year with this in mind. The Audit and Risk Committee will consider
the risks associated with the conduct of our business and the delivery
of our strategy, assessing the risks we are exposed to and evaluating
whether this exposure is acceptable given the likelihood and severity
of the risk.

3

Assess and quantify

Risks are assessed to understand the likelihood and the impact
of the risk crystallising. We assess risk across our business areas,
and we analyse their impact across these categories:
•
•
•
•

4

Financial
Operational
Reputational
Legal and regulatory

Respond, manage and mitigate

Each risk is reviewed, twice a year. At each review date, the existing
controls are reviewed for adequacy and effectiveness. Due to the
ever-changing business landscape and the industry we work in,
it is quite possible for the control requirements to change and
for processes and policies to require updating. If this is the case,
then a business owner is identified and they are responsible for
implementing changes.

• Maintain our differentiation of marketleading People, Product and Delivery;

• Focus on Cloud Hosted Sales to target

markets as an engine for revenue growth;

• Enable more concurrent Alfa

implementations more efficiently,
with a higher margin, by: Simplifying
our product; Simplifying our
implementations; Simplifying our
processes across our organisation;

• Develop our Partnership network, to

improve sales opportunities and enable
more concurrent Alfa implementations;

• Volume Market – improve our offering

for smaller asset finance providers as a
platform for innovation and to increase
our reach within our industry.

5

Monitor and review

Management monitors progress against the principal risks. This is
shared with our internal auditor, BDO, to assist with forming the
internal audit plan for 2021. The Board reviews the summary risk
register and assesses the adequacy of the principal risks identified,
as well as the mitigating controls and procedures which are in place
and are operational.
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Our risk management framework
Our risk management framework is
designed to be flexible and proactive,
and links tightly into our operations
and decision-making, allowing us to
react with speed and agility to new
and evolving risks as they arise across
all of our business areas. This has helped
us in 2020 to continue to progress our
strategic objectives, and to identify
and pursue opportunities as they arose.
We recognise that managing risk
effectively is integral to executing
our strategy. We have therefore
implemented a five-step process
for monitoring and managing risk
throughout our business, allowing
the Directors to conduct a robust
assessment of the principal risks
facing the Group. Risk is not something
that should be eliminated but, instead,
identified, assessed and managed
in a timely manner.

Other information
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Creating the right corporate culture
for effective risk management
Our organisation has an open and
accountable culture, led by our experienced
CLT, whose members have many years of
experience in their areas. The Board and the
CLT set the tone for our risk management
activities, embedding risk consideration
and assessment into the culture within the
organisation. Ownership and accountability
for risks is an integral part of our risk
management framework.

• There is a twice-yearly review by

the Audit and Risk Committee of
principal risks, their evolution, and
consideration of emerging risks.

• The CLT members are the owners

for each risk in the Corporate Risk
Register, and they, and their teams,
are responsible for the identification,
assessment and treatment of the risks
in their own areas. Risk management
is thus embedded into each area of
the business, which is best placed to
progress the actions and mitigations.

The Board has overall responsibility for
the governance of risks, ensuring we have
adequate and effective systems in place
and setting the tone for our risk culture.
It does this in various ways:

• The Risk Officer coordinates risk

• Risks are considered by the Board as an

• Risk assurance is achieved through our

intrinsic part of our strategic planning,
and in the consideration of new
opportunities – risk is recognised as an
inherent part of each opportunity, and is
assessed together with the opportunity.

management activities and collates
the risks into the Corporate Risk
Register. The Risk Officer is an advocate
for best practice across the organisation.
external and internal audits as well as
through our attainment of ISO27001
and ISO27018 certifications, and
through our SOC2 Type 2 audit.

Responsibilities
Board

• Defines the risk governance framework, risk culture and principles
• Sets the tone for risk management including risk appetite

• Responsible for an effective system of internal controls
• Approves risk decisions that are beyond delegated authorities

Audit and Risk Committee

CEO and CLT

• Reviews the risk management framework and the effectiveness of

internal controls, risk management systems and major risk initiatives

•

 eviews and challenges the principal risks in the risk register, and
R
risk scores

• Reviews the internal audit programme and reports

• Review the risk management framework and the effectiveness of

internal controls, risk management systems and major risk initiatives
across the Group

• Review the risk profile against risk appetite and make recommendations
to Board in relation to risk profile, strategy and key controls

• Review and challenge the risk register, and risk scores
• Review the sustainability of risk methodologies, metrics and policies
• Assess major risk-related projects
• Assess new commercial arrangements through participation in the

Risk Officer and CFO

• Responsible for collating updates, managing the risk register

Deal Committee

and presenting principal risks and uncertainties to the Company
Leadership Meeting and Audit and Risk Committee

Operational management

• The Risk Officer acts as an advocate for risk management across
all levels of the business

• Assesses for new risks, updates on current risks assessment and

• The Risk Officer reports to the CFO in relation to risk

implements mitigation strategies and actions

management matters

• The CFO has responsibility for governance and risk management review
All employees

• Be alert to risks associated with the activities that they perform

• Report inefficient, unnecessary or unworkable controls

44

Alfa Financial Software Holdings PLC Annual Report and Accounts 2020

P R I N C I P A L R I S K S A N D U N C E R TA I N T I E S

Our risk appetite

Our risk appetite provides us with
guidance on the levels of risk we are
prepared to take in pursuit of our
objectives, and is considered a
fundamental part of the planning and
execution of our strategy. In March 2021,
the Board, assisted by the Risk and Audit
Committee and the CLT, assessed and
updated our risk appetite in light of the
developing in-year and emerging risks.

Principal risk analysis (including mitigating activities)

We take a cautious approach to risk,
aiming to operate in a manner that would
not put the business at risk of significant
financial, operational or reputational
damage. This risk appetite has shaped
our response to the Covid-19 pandemic
as it evolved through 2020, forming
the basis of our approach to protecting
our employees, our customers and our
deliverables to our customers.

Continuous improvement of risk
management procedures, including
training and awareness within the
Company of our risk management
best practices.
Risk identification and assessment
– bi‑annual risk reviews including
assessing actions and control reviews.
Cyber security and data protection –
Maintain SOC2 Type 2 and ISO programme
compliance, and continue to assess and
strengthen our cyber security defences.
Business continuity and disaster recovery
– scenario testing exercises, and reflecting
on best practice based on experience
from Covid-19.
Internal audits – we plan to perform
reviews of various financial and IT
controls, amongst others.

B

A

D

Probability

Focus for 2021

C

E

F

Impact

Risks
A Socio-economic and

D High customer

B Pandemic outbreak in

E IT security and cyber risks

C Risk to people, skills,

F Business interruption

geo-political risk

Alfa and/or customer
geographies

location and working
environment

concentration risk

or continuity

Acceptable risk appetite
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Principal risks and uncertainties
in more detail

The Group faces a number of risks that
may adversely affect our strategic and
business objectives, operations, liquidity,
financial position, reputation or future
performance, not all of which are wholly
within our control or known to us. Some
such risks may currently be regarded
as immaterial and could turn out to
be material. We accept that risk is an
inherent part of doing business.
The Board consider the following matters
to be the principal risks and uncertainties
(in no specific order) affecting our business
at this time.

Other information
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Our strategic priorities
People – Maintain our differentiation
of market-leading People.
Product – Maintain our differentiation
of market-leading Product.
Delivery – Maintain our differentiation
of market-leading Delivery.
Sales – Focus on Cloud Hosted sales
to our target markets as an engine
for revenue growth.

Simplification – Enable more
concurrent Alfa implementations,
more efficiently, with a higher margin,
by: Simplifying our product; Simplifying
our implementations and Simplifying
our processes across our organisation.
Partnerships – Develop our partner
network, to improve our sales
opportunities and to enable more
concurrent Alfa implementations.
Volume Market – Improve our offering
for smaller asset finance providers as a
platform for innovation and to increase
our reach within our industry.

Risk A – Socio-economic and geo-political risk
Links to strategic
priorities:

Movement:

Increased probability

Impact:
Major

Probability:
Likely

How does it impact us?

What are we doing to manage the risk?

• The unprecedented events surrounding the

Our strategy includes continuing to build
a diverse customer base, both geographically
and by asset type (i.e. automotive, equipment)
but also by type of customer (i.e. banking,
OEM or independent) which therefore
have different and often contrasting risk
characteristics. This mitigates some of this
risk as there is often a degree of cyclicality
in trends affecting the asset finance industry.

• Any impacts due to economic policy of

This risk goes hand-in-hand with opportunity,
as our customers may seek to adapt to the
changing economic environment, seeking
operational efficiency, introducing new
products or reacting to regulatory changes.
Alfa is well placed to help with the system and
process changes needed for such adaptation,
either where Alfa Systems is the incumbent
system or where a new system is needed.

There is considerable uncertainty in the
global economic outlook, as well as in each
of our operating regions. This is caused
and exacerbated by current and emerging
factors such as:
Covid-19 pandemic may have short or long
term economic impacts on our customers,
potentially leading to a reduction in our
addressable market. These economic
impacts are included under this principal
risk, whereas the health and wellbeing,
and business continuity aspects are
included in Risk B – Pandemic outbreak
in Alfa and/or customer geographies;
a new US administration; and

• The change in trade relationships between
the EU and the UK following the end of
the Brexit transition period.

Alfa specialises in providing software
and services to the asset finance sector.
Changes in economic conditions and
unforeseen external events, such as political
instability, international trade uncertainties,
inflation and other unforeseen events may
put pressure on the profitability of the players
in this market. This in turn may decrease the
amount they have to spend on improving their
internal systems and processes or may extend
the decision-making when contemplating a
new asset finance system.

Despite the uncertain outlook, we have
attracted continued interest from sales
prospects throughout 2020, from diverse
geographies and sectors within the asset
finance industry.

We ensure that the Group is financially
robust and resilient to economic downturns,
or project pauses, by retaining cash reserves
and collecting maintenance and licence
revenues in advance.
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Risk B – Pandemic outbreak in Alfa and/or customer geographies
Links to strategic
priorities:

Movement:

Decreased level of risk

Impact:

Moderate

Probability:
Likely

How does it impact us?

The Covid-19 pandemic has developed
considerably during 2020, and at the time of
writing a variety of government restrictions are
in place across our regions attempting to restrict
the spread of the disease. Whilst distribution
of vaccines by public health organisations has
begun, it will likely take considerable time for the
situation to return to normal – for example, for
lockdowns to be relaxed and for travel to resume.
The risks relating to the current pandemic are
intertwined with other principal risks, notably
Risk A – Socio economic and geo-political risk,
and Risk C – Risk to people, skills, location and
working environment.
We have reassessed the level of this risk, and
have concluded that the business continuity and
health and wellbeing risks have decreased over
the last year, due to the strong actions we have
taken in adopting remote working, and the
external actions taken to tackle the pandemic.
Whilst this pandemic continues to develop,
we face a number of possible impacts:

• The health and wellbeing of our employees,
their families and other stakeholders may
be impacted. Mitigating this is of critical
importance in shaping our response to
this risk.

• We may experience significant infection
levels at the peak of the virus outbreak.
This could temporarily reduce the
resource capacity of our business and
our professional services fee earning
capacity, potentially resulting in
deferred or lost revenue.

• Similarly, customers and potential

customers may become temporarily
resource-constrained, limiting their
capacity to manage large-scale IT projects
and run sales processes, respectively.

• Travel is being restricted by our own policy,
customer policy and government policy,
and this may temporarily reduce, or be
perceived to reduce, our ability to operate
for some of our geographically diverse
customer sites.

• Remote working relies on third party

cloud-based services such as video calling
and chat software. Such services may
experience problems during peak remote
working times, impacting the efficiency
of our employees.

• We may experience a slowdown in supply
for our IT equipment needs.

• The pandemic may have short or long-

term economic impacts on our customers,
potentially leading to a reduction in our
addressable market. This is discussed in
more detail in Risk A – Socio-economic
and geo-political risk.

What are we doing to manage the risk?
We have continued to adapt our pandemic
response throughout 2020, and into 2021,
following our established and rehearsed
pandemic response plan.

Our Incident Response Team (IRT) manages
and coordinates our actions relating to the
pandemic. This team is chaired by our Chief
People Officer, and contains representatives
from across our business units and geographies.
The IRT monitors expert and government
advice in each of our operating regions,
and takes timely action on that advice.
We made an early move to remote working,
during March 2020, as part of the activation of
our pandemic plan. Remote working was already
an established practice in our organisation, with
the majority of our employees, including all of
our consultants and engineers, using laptops,
remote connections and remote working tools.
We tested the capacity and resilience of these
tools before instructing employees to work
remotely, and our systems have functioned
well with the increased remote working load.
The IRT and other internal teams communicate
regular guidance and advice to our employees,
including on their working location, working
environment and wellbeing. We have an active
programme of employee wellbeing events, and
we recognise the importance of supporting and
engaging with our employees whilst they are
working remotely.
We regularly liaise with our customer organisations
to ensure that we abide by their policies – for
example, with respect to business travel, and to
ensure that they are satisfied with the service
they are receiving from our remote teams.
Our essential customer services – Alfa
support, Alfa Hosting and Technical
Operations – are run by globally-distributed
teams, using cloud infrastructure, providing
resilience against business continuity risks.
The providers of our key remote working tools
have confirmed and demonstrated throughout
2020 that they have suitable business
continuity and capacity planning in place.
We have taken many actions to improve
the efficiency of supply of our IT equipment.
For example, we have implemented more
efficient processes for delivering and setting
up new laptops where needed (for new or
existing employees), with delivery directly
from suppliers to the recipient. We are
carefully managing the stock levels held with
our IT supplier, and are actively monitoring
lead times.
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Risk C – Risk to people, skills, location and working environment
Links to strategic
priorities:

Movement:

Same level of risk

Impact:

Moderate

Probability:
Likely

How does it impact us?

Our business is heavily dependent on our
people because they are integral to the
development and delivery of Alfa Systems.
The health, wellbeing and security of our
employees is of utmost importance to our
organisation. We work in geographically
diverse locations, and our employees may
be at risk from external factors, such as the
impacts of the Covid-19 pandemic, and the
safety and security in each region. This impact
is intertwined with Risk B – Pandemic outbreak
in Alfa and/or customer geographies.
A failure to attract, train and retain high quality
individuals in our key operating regions may
limit our ability to deliver implementations,
maintain product quality and leading-edge
functionality, manage customer relations
and deliver on our strategic plan.
As our global reach expands and opportunities
arise in new regions, we may find it difficult
to provide employees across geographically
diverse customer sites. This has the potential
to have an impact on our ability to deliver
implementation services to our customers.

What are we doing to manage the risk?
In 2020 our HR team has run an active
programme of employee wellbeing events,
and we recognise the importance of supporting
and engaging with our employees whilst they
are working remotely.

Employee engagement surveys are carried
out every two months, and allow areas for
improvement to be identified and acted upon.
We have seen an improvement in our employee
retention figures in 2020. Our employee
surveys indicate that our proactive response
from leadership to the Covid-19 epidemic
has been a significant contributing factor in
employee satisfaction, and this has helped
to improve employee retention.
We benchmark our remuneration levels
against relevant roles in the industry and
aim to be competitive.
Recruitment of graduates and experienced
hires is continuing, using a diverse number
of sources, searching for candidates from
varied backgrounds and ethnicity and with
varied core skills.
Alfa Partnering provides a strong and
growing network of professional services
partner organisations, who have extensive
established geographical presence. This
provides us with resourcing flexibility,
and wider geographical coverage, and
is key to our strategy to decouple our
growth from our own headcount.
The move to remote working in 2020, in
response to the Covid-19 pandemic, has
helped us to redistribute work, where this
is efficient, between locations. Many of
our teams are already globally-distributed,
allowing us to cover more regions and time
zones effectively. By its very nature, remote
working is an effective mitigation against the
risk of not being able to provide employees
in geographically diverse customer sites.
We have an established presence in our
key strategic markets in Europe and the
USA. We have actively recruited on both
continents in 2020, and this continues
in 2021. Continued recruitment of EU
citizens is important to us following
Brexit, allowing us more opportunity
for expansion in the EU bloc.
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Risk D – High customer concentration risk
Links to strategic
priorities:

How does it impact us?

Movement:

• We have significant customer-concentration

Same level of risk

Impact:
Major

Probability:
Possible

• Alfa specialises in providing software and

services to the asset finance sector. At the
core of our customer base are large corporate
players in this industry.
risk due to the size and duration of the
software implementation projects for these
large corporates. If one, or more, of our
key customers pauses, or terminates their
implementation activities, there is a risk
of a material impact on revenue targets.

• Such a pause or termination is a possible

impact of other principal risks, such as Risk A
– Socio-economic and geo-political risk, or
Risk B – Pandemic outbreak in Alfa and/or
customer geographies.

What are we doing to manage the risk?
We continue to build a diverse customer base,
both geographically and by asset type (i.e.
automotive, equipment) but also by type of
customer (i.e. banking, OEM or independent)
which therefore have different and often
contrasting risk characteristics.
We have had further diversification success
in 2020 and early 2021 by targeting smaller
organisations, with our Alfa Start product
designed for this sector.
Initiatives such as Alfa Partnering allow us to
take on more concurrent implementations,
thus reducing this risk.
We ensure that the Group is financially
robust and resilient to economic downturns,
or project pauses, by retaining cash reserves
and collecting maintenance and licence
revenues in advance.
Nevertheless, we accept that a significant
focus on large corporates in our industry is
inherent in our strategy, and so there is an
element of this risk which is accepted.

Risk E – IT security and cyber risks
Links to strategic
priorities:

Movement:

Slightly increased risk

Impact:
Major

Probability:
Possible

How does it impact us?

• Our systems, networks and products may

be subject to cyber attacks, specifically
designed to disrupt our business, obtain our
intellectual property or data, or harm our
reputation. Such a security breach could
impinge upon our ability to operate our
business, including our ability to continue
providing support to our customers.

• Our Alfa Hosting offering stores our

customers’ data on third party cloud
hosting platforms. A security breach in
our Alfa Hosting offering could result
in compliance violations, identify theft,
malware infections, diminished customer
trust and loss of revenue.

• The frequency of cyber attacks against IT

companies rose in 2020, with a number
of high-profile incidents impacting other
companies. Consideration of this trend,
which has continued in 2021, has led us to
increase the probability of such an attack
impacting our business. Considering the
mitigations we have in place, and the fact
that attacks experienced are usually of a
lower impact than a theoretical worst case
scenario, the impact of this risk has been
lowered. The net effect of these two
changes is that we consider this risk
to have increased slightly.

What are we doing to manage the risk?

Our internal IT and cyber security team
monitors key security and cyber risks, assesses
and monitors the control framework of our key
technology suppliers and undertakes day-today monitoring of IT security incidents.
We implement continual improvements in
our IT security environment and maintain
an annual education and training programme
for all staff.
We have maintained our SOC2 Type 2,
ISO27001 and ISO27018 compliance in 2020.
Where we provide Alfa Hosting services,
using third party cloud hosting suppliers,
we have a continuity plan in place to transfer
our customers’ data to a similar supported
environment should the services not
be available.
Our customers perform thorough assessments of
the security of the Alfa Hosting platform during
their system selection and implementation
process, measuring our IT security and data
protection processes and controls against
their own, typically stringent, internal policies.
These compliance checks sit alongside our
own policies and procedures, and provide
independent assurance for our customers
that appropriate security controls are in place.
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Risk F – Business interruption or continuity
Links to strategic
priorities:

Movement:

Same level of risk

Impact:
Major

Probability:
Unlikely

Our response to Brexit

How does it impact us?

We are at risk of disruption to our day-to-day
operations if there is a disaster incident which
causes our internal IT systems to fail or we
do not have access to our office space.
A failure to be able to use key IT systems
or access our infrastructure could lead to
a failure to deliver maintenance services to
our customers and therefore have a negative
reputational impact.
Note that the risk that Covid-19 poses to us,
and our readiness for this, is given specific
focus as Risk B – Pandemic outbreak in Alfa
and/or customer geographies.

Brexit negotiations continued
throughout 2020, beginning with the
start of the transition period when the
UK left the European Union (EU) on
31 January 2020. The transition period
then ended on 31 December 2020, with
the UK and the EU having finalised the
Trade and Co-operation Agreement.
Throughout this period of uncertainty,
we actively monitored and prepared for
Brexit, considering the various possible
outcomes, analysing the effects they
would have on our business and people,
and determining the actions we needed
to take in preparation. We formed a

Brexit Task Force, responsible for
taking action across all impacted
areas of our business, and sought input
from external advisors on specialist
topics. Our internal auditor, BDO, was
engaged, which provided assurance
over the progress we had made to
prepare for the end of the transition
period and concluded that we had
taken an appropriate and proportionate
approach. As a result of these actions,
we are ready and committed to
continuing to serve our customers
and prospects in the EU and globally.

What are we doing to manage the risk?
We have an established, detailed and
tested incident management procedure
and escalation process.

We have a disaster recovery and business
continuity plan which is reviewed and
tested annually.
Our SOC2 Type 2 reporting and complete
fail over testing has identified no significant
required remedial actions.
Where we provide Alfa Hosting services,
using third party cloud hosting suppliers,
we have a continuity plan in place to
transfer our customers’ data to a similar
supported environment should the services
not be available.

The Group does not consider that
the residual effects of Brexit give
rise to a principal risk. We have
considered the changed political
and economic landscape within which
we will be operating, and the effects
of this are incorporated into Risk A
– Socio‑economic and geo-political risk.
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In accordance with the UK Corporate Governance
Code, the Board has addressed the prospects and
viability of Alfa.
Assessment of prospects

Alfa is one of the leading providers of
software to the asset finance industry
and it is the Group’s clear focus to
increase its relatively small market
share in this space by:

• Maintaining differentiation of market –
leading People, Product and Delivery;

•

Focusing on Cloud Hosted sales to our
target markets for revenue growth;

Assessment period and process

The business model and strategy as
set out on pages 18 to 19 and 22 to 23
are central to an understanding of the
Group’s prospects. These inputs provide
a framework for assessing the Group’s
prospects and viability.
The three-year timeframe for assessing
both prospects and viability is considered
to be appropriate because:

• Enable more concurrent Alfa

• It reflects reasonable expectations in

• Developing our partner network, to

• Projections looking out beyond

implementations, more efficiently,
with a higher margin;
improve sales opportunities and enable
more concurrent Alfa implementations;
and

• Improving our offering for smaller asset
finance providers to increase reach.

During the year ended 31 December 2020,
the Group generated profit before tax
of £23.2m and, excluding the payment
of a £44.2m special dividend in the year,
was cash generative with net cash
generated from operating activities
amounting to £25.6m.
Taking into account the Group’s
current position and its principal risks
and uncertainties as described on
pages 44 to 49 of this Annual Report,
the Directors have assessed the Group’s
prospects and viability.

terms of the reliability and accuracy of
operational forecasting models; and
three years become significantly
less meaningful in the context of
the fast-moving nature of the asset
finance industry and the software
and technology landscape.

The Group’s prospects are assessed
primarily through its annual planning
process, led by the CEO with the CLT.
All relevant functions are involved,
including finance, sales, recruitment
and resourcing, and commercial.
The Board participates fully in the annual
process and has the task of considering
whether the plan appropriately takes
into account the external environment,
including technological, social and
macroeconomic changes, as well as the
risks and uncertainties of the business.
The output of the annual review process
includes the annual financial budget and
an analysis of the risks which could prevent
the plan being delivered. Detailed financial
forecasts which include profit, cash flow and
key financial ratios have been prepared for
the three-year period to December 2023.
The Group’s 2021 budget forms the first
year of the financial forecast and is subject
to a reforecast process each quarter.
The second and third years are prepared
in detail based on the Group’s three-year
strategic planning process and are flexed
based on the actual results in the first year.

Assessment of viability

The Board’s assessment of the Group’s
prospects, as described on this page,
has been made with reference to current
market conditions and known risk factors,
including the possible impacts of the
Covid-19 pandemic, as described in
principal risks and uncertainties on
pages 44 to 49.
Whilst the pandemic has brought about
significant economic uncertainty and has
led to the majority of Alfa’s service delivery
being provided remotely, there has been
a limited effect on the Group’s ability
to deliver services and to convert and
contract for new opportunities to date.
The Board has considered the Group’s
financial performance in 2020, particularly
in the context of the Covid-19 pandemic,
and the risk factors noted above and
consider that the key risks which could
impact the delivery of the Group’s
financial objectives are as follows:

• Deterioration of the pandemic

situation causing projects to be
delayed or cancelled;

• Socio-economic or geo-political risks
impacting conversion of the sales
pipeline and/or spending by existing
customers; and

• Loss of significant customers.
The Directors also reviewed the outputs
of two alternative scenarios described on
page 51 which were produced to model the
effect on the Group’s liquidity and solvency
of severe but plausible combinations of the
principal risks and uncertainties affecting
the business.
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Conclusion

It was determined that none of the
individual risks would, in isolation,
compromise the Group’s viability.
Scenario 2 is more severe than Scenario 1
and reflects the combination of all risk
factors identified and is considered a ‘worst
case scenario’. The Directors consider that
this scenario addresses the key risk factors
outlined above, including deterioration of
the Covid-19 pandemic situation.
Based on the current assessment of the
Covid-19 situation and the limited effects
on the business and commercial outlook to
date, Scenario 2 is considered extremely
severe and has been prepared for the purpose
of creating outcomes that have the ability
to threaten the viability of the Group.
In the case of such a scenario crystallising
the Group would be required to take
some mitigating actions largely related to
the level of headcount in the business, the
level of partner usage and discretionary
spending. In addition, there are many other
different levers that could be pulled to
further minimise the financial impact and
maintain liquidity to continue in operation.
Revenue and profitability are clearly
affected in these alternative scenarios,
however, based on the Group’s existing
cash reserves, combined with incremental
cost reduction measures, the business
would retain sufficient cash reserves to
continue in operation throughout the
three-year forecast period, with the
lowest cash balance modelled in this
period of £32.4m.
Whilst it is acknowledged that there is
continued uncertainty surrounding the
future impacts of Covid-19, based on
the assessment of prospects and viability,
the Directors confirm that they have
a reasonable expectation that the Group
will be able to continue in operation
and meet its liabilities as they fall due
over the three-year period ending
31 December 2023.

Other information

Scenario 1 – Includes
significantly reduced
conversion of sales pipeline

Includes significantly reduced
conversion of sales pipeline and
ongoing spend by existing customers.
The level of recruitment and uplifts
in salaries are reduced in this scenario,
along with reductions in discretionary
spend associated with personnel,
partners and travel.
No other mitigating actions are
required in this scenario.
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Scenario 2 – Includes loss
of significant customers,
major project cancellations
and significantly reduced
conversion of sales pipeline

Includes significantly reduced conversion
of sales pipeline, cancellation of major
ongoing implementation projects,
significant loss of customers resulting
in termination of existing maintenance
agreements and significantly reduced
ongoing spending by remaining customers.
Reductions in recruitment and other
cost areas are required of a similar
nature to scenario 1, but more
extensive in quantum.
No other mitigating actions are
required in this scenario.
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The Board of Directors of Alfa has always taken decisions for the long term, and collectively and individually
our aim is always to uphold the highest standards of conduct.
A broad range of stakeholders are
important to the Group at local,
regional and functional levels. Day-to-day
engagement with our key stakeholders,
and other local stakeholder groups, is
conducted at the business level and in
a format best suited to the context.
This may be locally, regionally or
functionally, by the Board or senior
management, depending on the

stakeholder. Where the Board does not
engage directly with our stakeholders,
it is kept updated so Directors maintain
an effective understanding of what matters
to our stakeholders and can draw on these
perspectives in Board decision-making
and strategy development. As the Board
receives presentations and makes decisions,
we ensure that the long-term impact on
any of these groups is considered.

We periodically review which are our key
stakeholder relationships and examine
how we engage with them. We also consider
ways to ensure that we maintain open lines
of communication with those stakeholder
groups and whether there are ways that
the Board’s engagement can be improved
to help us operate more effectively.

Setting the right tone
from the top

Board information

Section 172 factors considered in
the Board’s discussions on strategy,
including how they underpin
long-term value creation

The Board ensures that there
is proper consideration of the
potential impacts of its decisions

Board strategic discussion

The Board ensures section 172
factors are taken into consideration
in its decision-making

The Executive team provides
information on a timely basis and
assurance where appropriate

Board decision

The Board is provided with
updates and information on the
outcomes of its decisions

Actions taken as a result of
Board engagement and dialogue
with key stakeholders
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H O W W E E N G A G E W I T H O U R S TA K E H O L D E R S
The Board is responsible for leading stakeholder
engagement, ensuring that we fulfil our
obligations to those impacted by the business.
Engagement with our shareholders and wider
stakeholder groups plays a vital role in Alfa’s
business. Alfa’s key stakeholders are set out below.

We believe that considering our
stakeholders in key business decisions
is not only the right thing to do, but is
fundamental to our ability to drive
value creation over the longer term.
In this section we identify our five key
stakeholder groups and have provided an
overview of their interests, their concerns
and the ways in which the Board acted
with regard to these groups when taking
its key strategic decisions throughout the
year and what the Board has learned from
these interactions, having regard (among
other matters) to the factors set out in
section 172(1)(a) to (f) of the Companies
Act 2006. The Board will sometimes
engage directly with certain stakeholders
on particular issues, but the size and
distribution of our stakeholders and of
Alfa means that stakeholder engagement
often takes place at an operational level,
within the context of the Board’s agreed
strategy. In this section we show how
the Board engaged with each of our
key stakeholder groups, summarise the
specific actions we took for stakeholder
groups in response to the Covid-19
pandemic and set out some case
studies which give more detail of how
our stakeholders are considered when
making specific decisions.

Customers

Our customers are central to our business and without
them we would not exist. We aim to deliver our leading
edge technology making our customers future-ready.

How the Board engaged

The Board receives an update on existing and potential
customers throughout the year. As part of the Board
strategy day, we looked at our customer needs and the
Board considered how we could potentially diversify
our customers when discussing strategic opportunities.
The impact of Covid-19 on our ability to meet the needs of
our customers and how this was addressed was discussed as
part of the broader Covid-19 response debate. Identifying our
customers’ needs, alongside changing market dynamics and
regulations, allows us to identify opportunities for Company
growth and to focus our product research and development
such that it will produce innovative and functional solutions
for the asset finance industry.

Outcome of engagement

Our customers have direct channels to engage with all levels
of the organisations, including providing feedback via user
groups in both EMEA and the US, chaired by a customer
representative. During the pandemic, we continued to build
on our long-term relationships with our customers. This is key
to developing our leading-edge technology and increasing
customer loyalty, which in turn enables us to win new business.

Engagement in 2021

Link to business model
page 18
Link to risks
page 44

Looking ahead, the challenge is to ensure that the systems
evolve and the technology we use continues to meet the
demands of our customers. We will continue to explore new
business methods and how we can innovate new technologies
to improve the customer journey and develop our ongoing
relationships with customers.

54

Alfa Financial Software Holdings PLC Annual Report and Accounts 2020

H O W W E E N G A G E W I T H O U R S TA K E H O L D E R S C O N T I N U E D

Employees

Communities

Our talented and engaged employees are committed
to upholding our values, enabling us to deliver our
strategic priorities. We recognise that listening to
our employees and keeping them engaged is essential
to our success.

As a long-term sustainable business, we want
to maximise our social value, whilst reducing our
impact on the environment. Our culture is based on
individual accountability. We encourage employees
to support and engage with the local community.

How the Board engaged

How the Board engaged

Workforce engagement continues to be a key priority for the
Board. Vicky Edwards, the Chief People Officer, attends Board
meetings once a year to provide an update on all HR initiatives,
while Matthew White the COO, updates the Board with an
HR dashboard, showing key statistics and Pulse survey results
are reviewed at each Board meeting. Our employee opinion
survey formally captures their views and is a key part of how
we track engagement. In response to the challenges raised by
the pandemic, we held a number of live events via Zoom led by
the Company Leadership Team and a town hall with the Board.

The Board endorses the encouragement of our employees to
contribute to the community and the environment through the
provision of their time and expertise. This includes supporting
local schools and charities through Company led activities and
Company matched monetary donations.
We are dedicated to reducing our environmental impact and
continually improving our environmental performance as an
integral part of our business strategy and operating methods,
with regular review.

Feedback, suggestions and concerns from employees across
the business are also considered through channels such as
town hall meetings and CLT questions and answers sessions.

Outcome of engagement

Our employees are proud to work at Alfa and we are proud
of Alfa’s response to Covid-19, we did not furlough any staff
and provided funds to support home working. Following their
appointments, both Adrian Chamberlain and Charlotte de
Metz published video messages to introduce themselves to
our employees and provide an overview of their experience.

Outcome of engagement

The Board aims to contribute positively to the communities
and environments in which Alfa operates. The Board supported
a number of key initiatives during the pandemic. In addition
to providing financial support to local charities, Alfa donated
hand sanitiser, face masks and gloves to two hospitals and a
food bank and socks to a local mission.

Inclusion and diversity is very important to the Board and wider
employees and the education and awareness programmes in
this area are very much in demand. Mental wellbeing has been
a key focus area during the year, with many colleagues finding
the loss of physical office space isolating.

Engagement in 2021

Listening, learning and responding to our people will continue
to be a priority during the next 12 months. We have, as part
of this, formalised our internal communications calendar
to ensure we have the opportunities to interact whilst the
Company works remotely.

Engagement in 2021

We believe Alfa has an important role to play in creating a
positive impact on the health of the environment in which
we live and operate. The Board will enhance Alfa’s approach
to ESG and recognise that we have an opportunity to more
actively manage the environmental impact of our business.
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Partners

Investors

Building trusted partnerships through ongoing
dialogue helps us to better understand the
needs of our partners and to develop and
improve our offering.

The Board places great importance on having
positive relationships with all shareholders
and seeks to ensure there is an appropriate
and constructive dialogue with investors.

How the Board engaged

How the Board engaged

The Board receives reports on how we have worked with our
partners throughout the year, with a focus on key commercial
events, which have been mainly virtual events due to strict
worldwide restrictions on large gatherings.
The Board considered how we can build and improve on our
existing commercial partnerships when discussing strategic
opportunities during the Strategy day in August 2020.

Outcome of engagement

Executive Directors are involved directly with partner senior
management and provide regular updates to the Board on
key partner developments and issues. The Board supports the
continuing development of our partner training and learning
programme, which aims to deliver a comprehensive training
schedule including Alfa Systems training, our delivery methodology
and simulation based implementation workshops.

Engagement in 2021

We will continue our engagement with our commercial
partners, ensuring we are adapting to their needs in this
changing environment.
Our partnership programme is an important part of
Alfa’s long‑term growth strategy. We aim to develop our
partner ecosystem to increase Alfa’s operational capacity
and sales opportunities.
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We conduct extensive engagement with our institutional
investors throughout the year. The Board was disappointed
that, due to Covid-19 restrictions, the AGM was held as a closed
meeting in 2020. An invitation to all shareholders was included in
the Notice of Meeting to invite questions from the shareholders.
The Board receives regular updates on investor communication
activity, changes to the shareholder register, analysis of share
price performance and particular investment themes such as
environmental, social and corporate governance. In addition,
the feedback from shareholder/analyst interactions is shared
with the Board on a regular basis, via our corporate brokers.

Outcome of engagement

The Board considers information from across the Company to
help it understand the impact of its decisions, and to consider
the interests and views of our key investors. Our Investors
understand the strategy that underpins our future growth
plans and are keen to engage with regard to financial and
operating performance of the business.
We undertook a shareholder consultation on the implementation
of our new Remuneration Policy, which received constructive
feedback from shareholders.

Engagement in 2021

We will continue to engage with our shareholders throughout
2021. Due to the ongoing uncertainty around Covid-19
restrictions, the Board has taken the decision to hold the
2021 AGM via an online meeting platform to facilitate
shareholder participation.

56

Alfa Financial Software Holdings PLC Annual Report and Accounts 2020

E N V I R O N M E N TA L , S O C I A L A N D G O V E R N A N C E

Andrew Denton
Chief Executive Officer

This section highlights what we are doing
to make a positive impact through our
sustainability and stakeholder engagement.
At Alfa, we have a passion for using
our expertise to create shared value
for the communities in which we work.
We believe that our corporate activity
should positively impact the lives and
livelihoods of everyone we work with,
as well as the wider community.
Our dedicated Corporate Social Responsibility
(CSR) team has been in place for over 15 years, with
team members drawn from across the Company.
We have recently expanded our CSR activities
around the globe, with a new local CSR team being
created in the Asia Pacific region and a number
of inclusion-related breakfast sessions, and social
and wellbeing events being coordinated globally.
These teams and events not only showcase our
commitment to communities in which we operate,
but provide an invaluable platform for people to
both share their experiences and learn from others.

1. Our people

“It is crucial to the vitality of our
business that we contribute to the
wider society. We are in a position to
provide assistance and expertise to
the communities in which we operate,
and therefore have an obligation to do
so, be that through the provision of
interview training in local schools, or
fundraising for our charity partners.”

United Nations Sustainable Development Goals

The United Nations Sustainable Development Goals are the
blueprint to achieve a better and more sustainable future for
all. They address the global challenges we face, including those
related to inequality, climate change, environmental degradation
and poverty.
Alfa has initially selected four sustainable development goals
to help shape and inform our CSR efforts. We feel these goals
fit well with many of the initiatives we currently have in progress,
and some of the things we want to focus on in the future.

4. Quality Education

5. Gender Equality

13. Climate Action

17. Partnerships
for the Goals

2. Our customers and suppliers
3. Our community
4. Our environment
The deeply collaborative nature of our culture
means that we see active employee engagement
in a wide variety of activities, from our employee
volunteering scheme, fundraising for charity
partners, donation of equipment such as old
laptops to local schools, a commitment to reducing
our environmental impact and much more.
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Our people
We strive to be a great employer.
Our people are key and we want
to thank each and every one
of them for helping us provide
a first-class service to our
customers. We are committed
to helping our people grow both
professionally and personally,
within an inclusive workplace.
Alongside supporting and promoting equality
and diversity in the workplace, we are committed
to helping our people grow both professionally
and personally.

Health and wellbeing

Never before has wellbeing been more
important. During the pandemic, rather
than accessing the furlough scheme we
have redirected internal time to develop
a rich programme of wellbeing resources,
activities and events to support our
employees through a difficult period.
We enhanced our paid carer leave
allowance for parents having to care for and
educate their children. We implemented
an employee benefits platform giving
access to physical, mental and financial
advice and assistance, 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.

Recruitment and retention

Alfa strives to be an appealing prospect to
all candidates irrespective of gender, race,
ethnicity, religion, age, sexual orientation
or disability and we are proud to have been
in a position to welcome 70 new joiners
across a variety of teams in our offices
in 2020. We introduced new recruitment
channels in 2020, such as Tech Returners,
to give us access to candidates from a
wider range of backgrounds and we look
forward to carrying that theme into 2021.
We have a structured career development
programme which provides all employees
with visibility of career progression and
promotion opportunities. Our annual
salary review and promotion process
gives all employees the opportunity to
be recognised for their performance
and progression.

Inclusion
and diversity

Our dedication to diversity
and inclusion runs from the
Board through the whole
Company. Staff work hard to facilitate a
safe and enjoyable working environment
for all colleagues, enhancing morale
and productivity.
Our approach to inclusion and diversity
is a critical part of our business and
culture. Our team, which speaks over
30 languages and comprises more than
50 nationalities, is more productive for
our diversity of thought and experience.
Our inclusion community meets regularly
to contribute to sustainable growth and
unleash possibilities by embracing our
mix of different perspectives.

James da Silva
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Gender equality

In 2019, the Alfa Women’s
Community was formed.
This body represents
female staff and strives
to achieve a progressive and inclusive
working environment where all can
thrive. The community also aims to
provide support to people of any gender
to address concerns of bias related to
women, and actively encourages gender
diversity – not only within Alfa, but across
the industry in which we operate.
Within Alfa globally, 30% of our people
are female (2019: 29%). Alongside our
work to improve gender balance, we have
continued our long-standing relationship
with Women in Tech, an organisation
which provides guidance and support
to women either seeking to enter, or
operating in, the technology sector.
In 2020 we began a partnership with
The Women’s Association where we have
taken part in a number of initiatives such
as the ‘For the Women’ campaign, which
aims to raise the visibility of women in
organisations. This is vital to empowering
women and achieving gender parity.

Women’s Community
and initiatives

Our internal Women’s
Community is in place
to support our existing
population of women. It exists to
foster a progressive environment
with equal representation of women
by providing a support network of
allies to encourage gender diversity
in Alfa and across the industry.

“In my time with Alfa,
I’ve experienced the
transformation to the
diversity of people. My
co‑workers are an eclectic mix
of many backgrounds, races,
orientations, genders, and
most importantly different
viewpoints. This makes us
stronger as an organisation.”
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Vicky Edwards
Chief People Officer

New hires in 2020
that were female

37.5%

“We are proud of the work that we do
at Alfa to create and support diverse
and balanced teams throughout the
organisation. I am inspired by the
passion and drive of our employees
in maintaining an inclusive working
environment. I am confident that our
continued focus and long-term plans
will enable us to create a more diverse
organisation that we are all proud of.”

Flexible working

We have seamlessly switched to remote
and flexible working, providing support
depending on personal circumstances.
With mental and physical wellbeing
considerations, as well as home-schooling
commitments, we have encouraged a more
flexible approach to the working day to
ensure that everyone feels able to cope.
Employees have fed back that they value
many of these changes to their working
patterns and we fully intend to continue
on this path post pandemic. We continue
to maintain a 100% record of employees
returning to work after maternity and
paternity leave.

Mentoring and Coaching

To continue the development of a female
talent pipeline, we encourage and promote
uptake of our career management scheme
to all employees across the Company.
In 2019, we offered our female senior
leaders access to an external coaching
programme and this continued into 2020.
Looking outside of the Company and to the
younger generation, our CEO has recently
taken part in ‘The Executive Challenge’,
a programme rolled out by the Women’s
Association that gives girls between
the ages of 12 and 16 the opportunity
to learn about life as an executive.

Culture

We are very proud of our culture.
It is one of our greatest strengths and
remains highly valued by our people.
We have worked hard this year to ensure
our culture is retained in our remote
working environments and we are pleased
to see this reflected in our positive ratings
in our quarterly Pulse surveys. Our culture
is a key factor in our consistently high
rates of staff retention.

Caleb Bird

“The Alfa team’s support
throughout my first year
as a new graduate has been
amazing and has set a high
standard. I hope to be able to
provide the same support for
new joiners in the future.”

Pivotal to this culture, is our commitment
to promoting collaboration and innovation
across all levels and roles within the Company.
We continued to run our bi-monthly
innovation days and annual hackathon
remotely in 2020. The categories for the
hackathon and idea suggestions came not
only from our engineers but from a range
of people and departments including
the sales team and product architects.
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As well as fun hacks such as ‘Humans of
Alfa’, a way to get to know your colleagues
better while we are remote, we had some
truly inspirational hacks that will add
true value to our day-to-day operations
and product.
Our Events team has done a fantastic
job of creating a programme of virtual
events throughout the year to keep
everyone connected and engaged.
These range from our Global Company
conference; social talks across a variety
of topics including our most popular talk
to date, with an astronaut, Marsha Ivins;
as well as exercise classes, mediation
and nutrition sessions, team socials
and wellbeing kits posted to home.
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“Innovation continues to be
at the heart of Alfa culture.
Our innovation events
are opportunities for the
Company to connect, take
a step back and think how
we see our industry, our
ways of working, and our
World change; and what that
means for us, for our clients,
and for our future.”

Zoe Chambers

Learning and development

We recognise that developing the
best people is the key to providing
our clients with service of the highest
quality, so here at Alfa we are passionate
about maintaining a culture of continuous
learning and development. We focus
on the uniqueness of each individual
and adopt an approach that supports
career aspirations, and the skills and
knowledge needed to ensure they reach
their full potential. We have a rich library
of development options, from classroombased courses in our standard curriculum,
to bite-sized courses, webinars and resources
that can be accessed at the point of need.
Most Alfa employees create a Performance
and Development Process (PDP) plan in
consultation with their manager which
becomes the focus of their personal and
professional development. Alfa provides
its staff with a budget of up to five days’
training per year which we encourage all
staff to use.
Our Learning and Development objectives
for 2021 include the following:

• Enhance the range of development
options – with a specific focus on
People Skills.

Statutory gender pay gap (GPG) reporting
The gender pay gap is the measure
of the difference in average pay
between all men and women across
an organisation, regardless of their role,
level, length of service or location and any
other differentiating factors. The gender
pay gap is reported as a mean average
and median average (midpoint) figure.
The gender pay gap is different to the
concept of equal pay which requires that
women and men are paid the same for
doing the same job and it is unlawful to
pay people unequally on the basis of
whether they are a man or a woman.

We had less than 250 employees in
our largest trading subsidiary, Alfa
Financial Software Limited, but we
are publishing voluntarily to continue
our commitment to diversity across
our Alfa team. The analysis is based
on data as at 5 April of each year and
this report reflects the data collected
and analysed as of 5 April 2020.

Gender pay gap

• Grow the range of ‘at point of need’

Statutory

2020
Median
pay gap

Alfa

14.7%

23.5%

15.3%

21.1%

• Support and develop our existing leaders.
• Identify and develop our next generation

UK

15.5%

17.3%

15.5%

16.2%

development options.

2020
Mean
pay gap

2019
Mean
pay gap

% in pay quartiles

of leaders.

We have also introduced a range of
tailored coaching programmes and
support across the business. This includes
those transitioning into leadership roles,
particularly during their critical first six
months, and for our most senior female
leaders, focusing specifically on their
personal development and progression
within Alfa. We are continually working
to improve our ability to formally coach
people across the organisation.

2019
Median
pay gap

Pay quartile

2020 men 2020 women

2019 men

2019 women

1st (lowest)

63%

37%

69%

31%

2nd

73%

27%

71%

29%

3rd

78%

22%

84%

16%

4th (highest)

81%

19%

84%

16%

All

74%

26%

77%

23%
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User groups

Our customers and suppliers
Our EMEA and US user groups
provides our customers an
opportunity to reflect together
on their experience and
collectively challenge us in
all aspects, from our product
to our delivery approach.
We held two remote meetings of the EMEA user
group in 2020, covering topics which included
the Alfa strategy and product roadmap.

While a little more challenging as a result
of the pandemic, our EMEA user group
has continued to grow throughout 2020.
Several new Alfa customers joined the
group to bolster our numbers and ensure
continued representation across our
diverse customer base. We held two
remote meetings of the user group in
May and October, covering discussion of
the Alfa strategy and product roadmap
amongst other topics. The session in
October incorporated the annual
feedback and reflection session which
provides our customers an opportunity
to reflect together on their experience
and collectively challenge us in all aspects,
from our product to our delivery approach.
Themes derived from the feedback
and reflection session will drive the
ongoing user group agenda, ensuring
that discussion topics and initiatives
provide value to all involved. Two working
groups met through 2020, focusing on
the collaborative delivery of risk-free
rates functionality into Alfa Systems
alongside discussion of configuration
management best practice. There is
plenty on the agenda for 2021 already
as the group looks to capitalise on more
excellent progression in 2020.
The US user group (known as the partner
forum in the US) met remotely in June
2020. In addition to discussing Alfa’s vision
and strategic processes, it covered Alfa’s
response to Covid-19 and how the Alfa
Support team operates (as we introduced
24/7 client support for the first time in
January 2020).

Partnering in CSR

In 2020 we partnered more
with clients on CSR activities,
an example being Hitachi
Capital, which delivered a
number of social talks, giving us ideas for
initiatives we could use to increase levels
of mentoring and support throughout
the Company. Partnering with clients
is something we want to do much more
of in 2021 and beyond.
There is regular engagement with the
wider Company through dedicated
events, blog posts and internal forums.
This level of interaction has fostered
the development of a valuable platform
for open communication at Alfa.
Community representatives are active
at each of our main locations worldwide,
delivering coordinated events and
facilitating discussion.
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the entire IT community. Alfa’s approach
to this issue is to donate laptops and
other IT equipment that is still functional
to schools and charities. This not only
reduces our impact on the environment
but also allows schools and charities
access to IT hardware that they may
otherwise be unable to acquire. This
has become increasingly relevant with
the onset of the pandemic where many
pupils do not have access to laptops
to support their remote learning.

Our community
Our corporate social
responsibility strategy
is focused on adding value
to the communities in
which we live and work.

Volunteering

As a long-term sustainable business, we want
to do more to maximise the social value that
we create. Our culture is based on individual
accountability. We encourage our people to support
and engage with local activities and charities.

Our corporate social responsibility
remains central to who we are as an
organisation, and is a fundamental
part of our culture.

Employee community groups

We have dedicated employee-led
communities that focus on various facets
of diversity, to ensure employees are
treated fairly and respectfully, have equal
access to opportunities and resources,
and can contribute fully to Alfa’s success.
Alfa empowers the communities (which
include Inclusion, LGBTQ+, Racial Equity,
Women’s and Parents) to share their
experiences and ideas, and to effect
change through policy, partnerships
and education.

Charitable donations

over £30k

Tobi Strillozzi
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Fundraising

Alfa donates to both
local and national charities,
while many staff members
undertake sponsored
activities in their own time, to which
their colleagues contribute generously.
Specific charitable events, such as
the World’s Biggest Coffee Morning
supporting Macmillan Cancer Support,
provide a focus for raising funds.
In addition, Alfa events provide an
opportunity for staff to contribute
money to charities.
In 2020 and 2021 we are partnering
with Mind in the UK and Feeding America
in the US. To date we have raised over
£15,000 for Mind and over US$5,000
for Feeding America.
The fast pace of technology sometimes
means that the hardware that was top
of the range a few years ago is now no
longer able to run today’s power-hungry
applications. The safe and environmentally
sustainable disposal of IT equipment
presents a considerable challenge to

“It’s great to be part of a
company that values its
employees and is taking
strides towards becoming
a progressive organisation.
It is especially refreshing
to witness the gradual
increase in the eclectic mix
of talent in recent years.”

Our long-established volunteering
scheme enables us to strengthen our
links with the local community while
providing our staff with an opportunity
to use their skills outside of the workplace.
Alfa has built mutually beneficial, longterm partnerships with a number of
community organisations. Ultimately,
we want these relationships to be
good for the individual, good for Alfa
and good for the community. Alfa selects
community programmes that can bring
real benefits, matching our core business
of providing IT expertise and consultancy.
Volunteering opportunities allow our staff
to take on new responsibilities that would
not normally be available to them as part
of their day-to-day role. These placements
allow our staff to be exposed to new
experiences and develop new skills while
also giving the community access to
technical, consultancy and design services
that would not usually be available.
Our volunteering scheme is a big selling
point for new joiners to the Company.
We offer three days’ paid volunteering per
year and have a framework in place to help
employees choose a suitable volunteering
opportunity. All employees are encouraged
to take an active part in the schemes
offered and volunteers range in seniority
from junior consultant all the way to CEO.
2020 presented obvious challenges
to in-person volunteering. However,
we successfully set up a new scheme
with Code Your Future here in the UK.
Code Your Future is a technology charity
which helps people from disadvantaged
backgrounds (for example refugees,
asylum seekers and local people on
hard times) learn to become full stack
developers. A number of Alfa colleagues
have volunteered with Code Your Future
remotely and have had a great time doing
so. It’s great to be able to use our specific
technical expertise to give back to the
communities in which we work.
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Our environment
Alfa remains committed to better
understanding our contribution
to climate change and working
collaboratively with stakeholders
to reduce potential impacts. We
have an environmental policy
which recognises our responsibility
to the environment beyond legal
and regulatory requirements.
We are dedicated to reducing our environmental
impact and continually improving our environmental
performance as an integral part of our business
strategy and operating methods. We have an exciting
and challenging set of objectives for 2021 and beyond.

As a company with over 300 staff,
Alfa realises that its actions can have
a significant impact on the environment.
In acknowledging the increasing
responsibility that we, as a business,
have to our environment, we have really
focused our efforts on reducing this impact.

Green Team Initiatives

Spearheaded by the Green Team, Alfa is
continuously aiming to review and improve
our business practices in order to reduce
our carbon footprint. Just as we use video
conferencing to reduce travel to client
sites, there are many simple measures in
place to reduce our energy consumption.
Recycling and reducing waste are areas that
we review constantly. In order to decrease
the amount of paper we consume, we are
no longer printing out training materials
and instead use online training resources.
Recycling schemes are in place at all of
Alfa’s offices and Alfa has seen a consistent
quarter-on-quarter improvement in the
recycling of paper, cardboard, cans, plastic
and glass. We also recycle technical hardware
that cannot be donated to charity.
We encourage ideas from staff on how
to reduce our environmental impact and
these have led to the implementation
of Company-wide policies; for example,
we have implemented the UK’s Cycle to
Work scheme to encourage and support
carbon-free commuting amongst our
staff. The uptake has been good but we
anticipate further enthusiasm when we
return to commuting. Prior to Covid-19,
we had also introduced the recycling of our
coffee ground waste through BioBean and
had stopped ordering single-use plastic
milk bottles which have been replaced with
reusable glass bottles which are collected
and refilled. With our milk consumption in
the UK office (pre-Covid-19) reaching 40
litres a day, this culminates to a significant
daily reduction in plastic consumption.
Prior to the closure of the UK office
in 2020, Alfa’s Green Team was in the
process of carrying out a sustainability
audit of all food/drink products ordered
to our café, ‘Moor’. This would ultimately
involve switching to more sustainably made
suppliers and produce, in line with Alfa’s
values. This initiative will continue in 2021.
As a company with expertise in IT, we
acknowledge that the equipment we
operate can be accountable for high
levels of energy usage. We have made
use of the latest server virtualisation
technology to ensure that our IT
infrastructure energy consumption
is kept to an absolute minimum.
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Our staff are encouraged to be responsible
for their own energy usage by switching
off their computers overnight and using
laptop standby mode whenever possible.
Turning off lights is a simple step we take
to reduce our energy consumption and
all Alfa offices have lights on sensors so
unnecessary energy is not used when the
office is empty. In taking responsibility
for their own energy usage, Alfa staff share
knowledge so others can benefit from their
experience, one example being the use
of Bye Bye Standby products to minimise
energy usage at home.
We encourage staff to take on Meat-Free
Mondays/Veganuary and have previously
showcased the benefits of plant-based
cooking by hosting a vegan/vegetarian
food market in the office (prior to
Covid-19). This raised money for WWF
whilst also boosting enthusiasm for
meat-free diets.
The Alfa Events team is committed
to ensuring conference venues are
environmentally conscious; for example,
no single-use plastic/paper is used
for catering, and any Alfa branded
clothing is sustainably-made.

our emissions (where possible) has
been developed, we will invest in carbon
offsetting initiatives to begin the process
of bringing our emissions to net zero.
We will do the necessary due diligence
to ensure we are employing the most
appropriate methodology to achieve this
for a company of our size and distribution.

Once a strategy to reduce our emissions
(where possible) has been developed, we
will invest in carbon offsetting initiatives to
begin the process of bringing our emissions
to ‘net zero’. We will do the necessary due
diligence to ensure we are employing the
most appropriate methodology to achieve
this for a company of our size and distribution.

We are dedicated to reducing our
environmental impact and have pledged to
reach carbon neutrality by the end of 2021.

We will be launching internal information
campaigns, including blog posts, to
incentivise our employees to take both
individual and group actions to reduce
emissions. This may involve using
alternative forms of transport to flying,
and electing to utilise remote meeting
software rather than travelling to meet
face-to-face where possible. Our
number one priority remains to deliver
Alfa implementations on time and to
the necessary standard, so individual
discretion will be required.

Looking ahead into 2021

In 2021 we hope to be back in the office
and resurrect our Green Team events and
volunteering days which were planned for
2020. This includes a tree-planting drive,
regular park clean-ups, another canal
clean-up with the Canal River Trust and
the introduction of a more regular vegan
food market to promote meat-free diets.
We are dedicated to reducing our
environmental impact and continually
improving our environmental performance
as an integral part of our business strategy
and operating methods, with regular review.
Therefore, we have pledged to carry out a
comprehensive review of the total carbon
emissions of Alfa’s operations, including
flights, equipment and electrical output,
aiming to identify and implement strategies
for reduction. Once a strategy to reduce

Scope 1 – Direct emissions from
the combustion of fuels (tCO2e)
Scope 2 – Emissions resulting from
the purchase of electricity, heat,
steam or cooling (tCO2e)
Total Scope 1 and 2 consumption (kWh)
Scope 3 – Business travel where
responsible for fuel (tCO2e)

Carbon emissions

Alfa remains committed
to better understanding
our contribution to
climate change and
working collaboratively with stakeholders
to reduce potential impacts. We have an
environmental policy which recognises
our responsibility to the environment
beyond legal and regulatory requirements.
We are hoping to continually improve our
environmental performance as an integral
part of our business strategy and operating
methods, with regular review.
We will be carrying out a comprehensive
review of the total carbon emissions of Alfa’s
operations, including flights, equipment
and electrical output, aiming to identify
and implement strategies for reduction.

2020

2019

2018

–

–

–

150

143

153

558,346

–

–

48

678

737

Total (tCO2e)

198

821

890

Revenue (£ million)

78.9

64.5

71.0

2.5

12.7

12.5

Intensity ratio – tCO2e per £m of revenue

The Environmental information provided
in this section complies with the UK’s
new environmental Streamlined Energy
and Carbon Reporting (SECR)
regulation requirements.
Our footprint is calculated using the
EMA methodology for SECR Reporting
on calculating organisational footprints.
Activity data has been converted into
carbon emissions using published emissions
factors. Alfa recognises that reporting
against the Taskforce on Climate-related
Financial Disclosures will become mandatory
in the coming years, we will start to align
our reporting with this disclosure.
The Strategic Report and the Financial
Review are approved by the Board of
Directors and signed on its behalf by:

Andrew Denton
Chief Executive Officer
22 March 2021

