
Aldermore Group PLC 

(the “Company”) 

Terms of Reference: Risk Committee 

as adopted by the Board on 7 March 2017 

Reference to the “Committee” shall mean the Risk Committee. 
Reference to the “Board” shall mean the Board of Directors of the Company and its wholly-owned 
operating subsidiary, Aldermore Bank PLC. 
Reference to the “Group” shall mean the Company and its subsidiaries. 

 

1 Membership 

1.1 On the recommendation of the Corporate Governance and Nomination Committee, the Board 
shall appoint the Chairman of the Committee (the “Committee Chairman”) who shall be an 
independent non-executive director.  

1.2 Members of the Committee shall be appointed by the Board, on the recommendation of the 
Corporate Governance and Nomination Committee after consultation with the Committee 
Chairman. The Committee shall be made up of at least three members. A majority of members 
of the Committee shall be independent non-executive directors, one of whom shall be the 
chairman of the Audit Committee. 

1.3 The Committee Chairman shall chair the meeting of the Committee. In the absence of the 
Committee Chairman, the Chairman of the Audit Committee shall chair the meeting. 

1.4 Only members of the Committee have the right to attend Committee meetings. However, the 
Chief Financial Officer, Chief Risk Officer, External Auditor and Group Internal Audit Director 
will be invited to attend meetings of the Committee on a regular basis and other individuals 
may be invited to attend all or part of any meeting at the request of the Committee Chairman 
as and when appropriate and necessary to assist the Committee to fulfil its duties set out 
below. Attendees are not members of the Committee and may be collectively or individually 
requested to withdraw from meetings at the request of the Committee Chairman. 

2 Secretary 

2.1 The Company Secretary or their nominee shall act as the secretary of the Committee (the 
“Committee Secretary”) and shall attend all its meetings and shall prepare and circulate to 
members of the Committee (and invitees, as appropriate) all information and papers in a timely 
manner to enable them to give full and proper consideration to the issues to be considered at 
the relevant meeting. Information and papers for each meeting shall also be made available to 
any director who is not a member of the Committee unless the Committee Chairman considers 
it would be inappropriate to do so. 
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3 Quorum 

3.1 The quorum necessary for the transaction of business shall be two members, one of whom 
shall be the Committee Chairman or Chairman of the Audit Committee.  

3.2 A duly convened meeting of the Committee at which a quorum is present shall be competent to 
exercise all or any of the authorities, powers and discretions vested in or exercisable by the 
Committee.  

3.3 All reasonable efforts shall be made to give notice of meetings of the Committee to all 
members and invitees and to arrange such meetings so that all members and invitees are able 
to attend. 

4 Frequency of Meetings 

4.1 The Committee shall meet as frequently as the Committee Chairman shall require and also at 
regular intervals to deal with routine matters and, in any event, not less than four times in each 
financial year. Any member of the Committee, the Chief Risk Officer (the “CRO”) or Group 
Internal Audit Director may request a meeting via the Committee Chairman if he/she considers 
that one is necessary/expedient. 

4.2 Outside of the formal meeting programme, the Committee Chairman will maintain a regular 
dialogue with key individuals involved in the Group’s governance relating to these terms of 
reference.  

5 Notice of Meetings 

5.1 Meetings of the Committee shall be convened by the Committee Secretary at the request of 
the Committee Chairman. 

5.2 Unless otherwise agreed, notice of each meeting confirming the venue, time and date of the 
meeting, together with an agenda of items to be discussed, shall be forwarded to each 
member of the Committee, all other non-executive directors and any other person required to 
attend, no later than five working days before the date of the meeting.  

6 Telephone Attendance 

6.1 The members of the Committee shall be deemed to meet together if they are in separate 
locations, but are linked by conference telephone or other communication equipment which 
allows those participating to hear and speak to each other.  

7 Minutes of Meetings 

7.1 The Committee Secretary shall minute the proceedings of all meetings of the Committee, 
including recording the names of those present and in attendance. The Committee Secretary 
shall also ascertain, at the beginning of each meeting, the existence of any conflicts of interest 
and minute them accordingly. 

7.2 Draft minutes of Committee meetings shall be circulated promptly to all members of the 
Committee. Once approved, the minutes should be circulated to all other members of the 
Board unless the Committee Chairman considers that it would be inappropriate to do so.  
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7.3 Final signed copies of the minutes of the meetings of the Committee should be maintained for 
the Company’s records, in hard and soft copy where possible. 

8 Annual General Meeting 

8.1 The Committee Chairman shall attend the Group’s annual general meeting to respond to any 
shareholder questions on the Committee’s activities. 

9 Duties 

9.1 The Committee is concerned with the business of the whole of the Group including the 
business units and outsourcing arrangements; its authority and duties extend to all relevant 
matters within this business scope and these terms of reference. 

9.2 Risk Appetite 

The Committee shall: 

9.2.1 consider and recommend to the Board for approval the Group’s overall risk appetite, 
risk tolerance, risk limits and risk strategy. The Committee shall take into account the 
current and prospective macroeconomic and financial environment and draw on 
financial stability assessments such as those published by the relevant industry and 
regulatory authorities including the Bank of England, the Prudential Regulatory 
Authority, the Financial Conduct Authority and other authoritative sources that may be 
relevant for the Group’s risk policies.  

9.2.2 consider and recommend to the Board for approval the risk appetite and tolerance for 
each principal risk that the Group chooses to assume including (but not limited to):  

(i) strategic risk; 

(ii) credit risk; 

(iii) concentration risk; 

(iv) capital risk; 

(v) liquidity risk, including structural liquidity; 

(vi) market and interest rate risk; 

(vii) operational risk; 

(viii) conduct risk; and  

(ix) reputational risk. 

9.2.3 monitor and advise the Board on the interaction and integration of the Group’s 
business objectives, strategy and business plans with the Group’s risk appetite, risk 
strategy and risk capacity. 

9.2.4 monitor the Group’s risk profile in relation to its risk appetite including (but not limited 
to): 

(i) risk exposures in relation to risk limits; 
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(ii) emerging trends that may result in future adverse developments against the 
Group’s risk appetite including quality of credit origination, forbearance, 
impairment and provisioning  experience;  

(iii) key performance indicators for risk; and 

(iv) emerging risks that might impact on the Group’s risk choices, risk appetite and 
risk limits. 

9.2.5 review the stress and scenario testing of the Group’s strategic and business plans, 
including those stress tests set out by regulators. The Committee shall receive reports 
on the outcomes that set out the resulting impact (gross and net of mitigating actions) 
on the Group’s risk capacity including capital adequacy and liquidity. 

9.3 Risk Management Framework 

The Committee shall: 

9.3.1 review the effectiveness of the overall risk management framework to manage and 
mitigate risk within the agreed risk appetite and tolerance and recommend the risk 
management framework to the Board for approval; 

9.3.2 review the approach by which each principal risk is controlled and the capability to 
identify and manage new and emerging risks; 

9.3.3 review the Group’s risk measurement systems including qualitative and quantitative 
metrics used;  

9.3.4 review reports including management information and key performance indicators on 
the risk profile of the Group and adherence to risk policies, risk limits and risk 
standards; 

9.3.5 receive notification of any material breaches of the risk limits and discuss proposed 
actions and solutions; 

9.3.6 review the risk management functions and satisfy itself that these functions have the 
requisite skills, experience and resources, along with unrestricted access, to discharge 
their responsibility; 

9.3.7 consider and approve the remit and performance of the risk management function, 
including Compliance, in the three lines of defence model and ensure it has adequate 
resources and appropriate access to information to enable it to perform its function 
effectively and in accordance with the relevant professional standards, ensuring also 
that the function has adequate independence and is free from management and other 
restrictions; 

9.3.8 review the Group’s risk culture and the effectiveness of its embedding and 
maintenance throughout the Group; 

9.3.9 monitor the Group’s risk management and internal control systems and, at least 
annually, carry out a review of their effectiveness and approve the statements to be 
included in the risk management section in the strategic report within the Group’s 
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annual report and accounts. The monitoring and review should cover all material 
controls, including financial, operational and compliance controls; 

9.3.10 in conjunction with the Audit Committee, at least annually, review the Group’s Anti-
Bribery and Corruption Policy and recommend changes to the Board, as necessary; 

9.3.11 receive periodic updates on changes to the Group’s Capital, Liquidity, Funds Transfer 
Pricing, Market Risk, Counterparty Risk, Operational Risk, Compliance, Conduct Risk, 
Credit Risk and Product Governance policies; and 

9.3.12 review the Group’s procedures for preventing fraud related to customers, staff and 
external parties.  

9.4 Regulatory Requirements and Supervision 

The Committee shall: 

9.4.1 review the completeness of the process and the outcome of the Group’s internal 
capital  adequacy assessment process (the “ICAAP”) and ensure the process is in 
accordance with the rules of the Prudential Regulation Authority (the “PRA”), and after 
such review, recommend the annual ICAAP, and any periodic re-assessments, to the 
Board; 

9.4.2 review the completeness of the process and the outcome of the Group’s individual 
liquidity adequacy assessment process (the “ILAAP”) to ensure the policy is in 
accordance with the rules of the PRA, and  after such review, recommend the annual 
ILAA and any periodic re-assessments, to the Board; 

9.4.3 review the completeness of the process and the outcome of the Group’s recovery and 
resolution plans (the “RRP”) to ensure the plans are in accordance with the rules of the 
PRA, and after such review, recommend the RRP to the Board; 

9.4.4 consider the results of the PRA supervisory review and evaluation process (the 
“SREP”) and any other regulatory reviews, both specific and thematic, to monitor the 
effective implementation of requirements and agreed recommendations arising from 
such reviews;  

9.4.5 consider the implications of any changes proposed to regulations and legislation that 
could be material to the Group’s risk appetite, risk exposure, management of risk and 
regulatory compliance. 

9.5 Remuneration and Incentives 

The Committee shall: 

9.5.1 provide qualitative and quantitative advice to the Remuneration Committee of the 
Board on the risk weightings to be applied to performance objectives incorporated in 
executive remuneration;  

9.5.2 in conjunction with the Remuneration Committee, review the design of senior executive 
annual and long term incentive plans to ensure that the incentivisation does not 
encourage undue risk taking; and 
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9.5.3 advise the Remuneration Committee on any risk management and control issues that 
have arisen that it believes should be taken into account when determining executive 
remuneration payments under annual and long term incentive plans. 

9.6 Strategic Transactions 

Before a decision to proceed is taken by the Board, the Committee shall advise the Board on 
proposed strategic transactions including acquisitions or disposals of businesses, including 
portfolios, ensuring that a due diligence appraisal of the proposition is undertaken, focussing 
in particular on the risk aspects and implications for the risk appetite and tolerance of the 
Group, and taking independent external advice where appropriate and available. 

10 Conflict of Responsibility 

10.1 In the event of an overlap of an obligation under the terms of reference of the Committee, with 
the terms of reference of any other committee of the Board, the chairs of each committee shall 
between them agree the most appropriate committee to consider the matter; the obligation 
shall be deemed by the Board to have been fulfilled provided it is dealt with by one such 
committee. 

11 Chief Risk Officer 

11.1 The CRO shall report directly to the Committee with a further reporting line to the Chief 
Executive Officer. The CRO shall have unfettered access to the Committee Chairman and 
Chairman of the Board. 

11.2 The Committee shall make recommendations regarding the remuneration arrangements of the 
CRO to the Chairman of the Remuneration Committee of the Board. 

11.3 The Committee shall make recommendations to the Board on the: 

11.3.1 Appointment and removal of the CRO; and 

11.3.2 Acceptance, agreement and the specific terms of the CRO’s resignation or termination 
of contract.  

12 Reporting Responsibilities 

12.1 The Committee Chairman shall formally report to the Board on its proceedings after each 
meeting on all matters within its duties and responsibilities and how these have been 
discharged. 

12.2 The Committee shall make whatever recommendations to the Board it deems appropriate on 
any area within its remit where action or improvement is needed. 

12.3 The Committee shall produce a report of its activities and the Group’s risk management and 
strategy to be included in the Group’s annual report and accounts. 

12.4 The directors’ report in the Group’s annual report and accounts should set out risk 
management objectives and policies including those in relation to financial instruments. 

12.5 The Committee should confirm and assist the other directors in confirming in the annual report 
that they have carried out a robust assessment of the principal risks facing the Company, 

6 
 



including those that would threaten its business model, future performance, solvency or 
liquidity and describe those risks and explain how they are being managed or mitigated. 

13 Other Matters 

The Committee shall: 

13.1 have access to sufficient resources in order to carry out its duties, including access to the 
Company Secretary for assistance as required; 

13.2 be provided with appropriate and timely training, both in the form of an induction programme 
for new members and on an on-going basis for all members including key developments in 
regulatory requirements; 

13.3 give due consideration to laws and regulations, including the general duties of directors set out 
in the Companies Act 2006, the provisions of the UK Corporate Governance Code and the 
requirements of the UK Listing Authority’s Listing, Prospectus and Disclosure and 
Transparency Rules and any other applicable rules, as appropriate; 

13.4 oversee any investigation of activities which are within its terms of reference;  

13.5 address any other matters referred to it by the Board or by the Chairman of the Board; 

13.6 arrange for periodic reviews of its own performance and, at least annually, review its 
constitution and terms of reference to ensure it is operating effectively and recommend any 
changes it considers necessary to the Board for approval; 

13.7 make publicly available its terms of reference on the Group’s website explaining clearly the 
role of the Committee and the authority delegated to it by the Board. 

14 Authority 

The Committee is a committee of the Board and is authorised by the Board: 

14.1 to investigate any activity within its terms of reference; 

14.2 to seek any information it requires from any employee or director of the Group, or any 
consultant or other provider of services to the Group, in order to perform its duties; 

14.3 to obtain, at the Group’s expense, outside legal or other professional advice on any matter 
within its terms of reference where required; and 

14.4 to request the attendance of any employee at a meeting of the Committee as and when 
required. 

 

15 Approvals History 

Date Version Approved By Details 

2 March 2015 1.0 Aldermore Group PLC Board Adopted by the Board 
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26 January 2016 2.0 Aldermore Group PLC Board Annual review 

7 March 2017 3.0 Aldermore Group PLC Board Annual review 
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