Remuneration Code - Annual Disclosure Statement 2012
Introduction
The disclosures below are in accordance with the Financial Service Authority’s (FSA) handbook for
banks, building societies and investment firms (BIPRU) 11.5.18 (1) to (7). Data is provided for
2011 as at the end of 2011. Aldermore Bank Plc (Aldermore) currently employs 28 individuals
(excluding non-executive directors) who are classed as Coded staff and is committed to adherence
to the FSA’s practices and guidelines in respect of these employees.
Background
Aldermore Bank Plc occupies a niche position within the sector providing a range of services to UK
small and medium size businesses (SMEs). It is strongly capitalised and readily able to raise
deposit funding to support ongoing growth in the lending businesses. Aldermore does not have
branches, and does not intend to do so. Products are distributed either direct online or over the
telephone, or through a range of intermediaries and brokers, and ten regional offices are
increasingly being deployed to offer a full range of products to SME borrowers. At the end of 2011
Aldermore had 8,300 SME customers and 3,700 mortgage customers. Started in early 2009,
Aldermore achieved a critical milestone of reaching breakeven point two months earlier than
planned in July 2011.
Overview of approach to remuneration
The key principles behind Aldermore’s remuneration policy are those that we believe are critical to
the business and reflect our values.
 It is fair and equitable, reflecting Aldermore’s commitment to diversity and equality of
opportunity.
 It makes good commercial sense for our business, being affordable and proportionate,
and sustainable over the long term
 It represents an attractive reward proposition for our people and potential recruits, and
is benchmarked against appropriate external markets
 It rewards success, with the performance management framework focusing on
objective measurement of outputs along with behavioural measures which assess the
way in which work is done and derive from the DNA values which articulate how
Aldermore deliver the vision and strategic objectives.
Governance and decision making
In line with guidance from the FSA, remuneration is overseen by the Board’s Remuneration
Committee. The Committee is made up of at least 3 members, all of whom are independent nonexecutive directors able to contribute an oversight of best practice externally and who are
appointed by the Board, on the recommendation of the Nomination Committee in consultation with
the Chairman of the Remuneration Committee. The Committee meets at least four times a year
and otherwise as required.
The members of the committee are:




John Callender Chairman and Non-Executive Director
David Arculus Chairman of the Board
Peter Cartwright Non-Executive Director

The committee is responsible for determining, on behalf of the board, the overall remuneration
policy for all staff and, in particular, the policy and the level of remuneration of Code staff. The
Committee also reviews and provides feedback on Executive Directors.

Within its terms of reference the Committee is obliged to review its own performance, constitution
and terms of reference at least annually to ensure it is operating at maximum effectiveness and in
line with FSA requirements, and recommend any changes it considers necessary to the Board for
approval.
The committee takes independent external professional advice as appropriate, and monitors
comparative remuneration packages within the financial sector.
Code Staff Criteria
Coded staff have been identified within the Company in accordance with the FSA’s criteria for
Code Staff.
Link between Pay and Performance - Remuneration policy for executive directors and other
senior managers with a material impact on the Bank’s risk profile (‘Code Staff’)
Performance-based remuneration is awarded by the Remuneration Committee in a manner which
promotes sound risk management (within the bank’s stated risk appetite and ICAAP measures)
and does not induce excessive risk-taking.
The bank’s remuneration policy focuses on ensuring sound and effective risk management
through:
 a stringent governance structure for setting goals and communicating these to
employees


performance assessment metrics for executive and other coded staff are reviewed and
agreed by the chief risk officer and include both financial and non-financial goals



making all variable remuneration awards at the discretion of the Committee and subject
to individual, business unit, overall bank performance, stated risk appetite and ICAAP
measures

In practice all remuneration decisions would be approved by relevant Executive Committee
member and relevant HR Business Partner before implementation, and as part of this be reviewed
from a risk perspective. For coded staff the remuneration decisions are reviewed and approved by
the Remuneration Committee. Risk/Compliance would also involved as appropriate to provide
input around Risk
Composition of Remuneration for Code Staff
The policy in relation to the various elements of remuneration structures for executive directors
and other Code Staff is set out below.
(a) Basic salary
Basic pay for executive directors (as for all employees) will be market related. Individual
development and progression is reflected through the annual salary and personal review
processes.
(b) Variable Pay
In 2012, the executive directors and other Code staff participated in a non-pensionable
performance incentive scheme, the metrics of which were based on the elements of which
reflected the Bank's key objectives. These measures were all set to provide challenging objectives,
giving the executive directors an incentive to perform at the highest level. The financial outcomes
also were moderated by the extent to which personal objectives had been achieved.
In order to comply with the requirements of the FSA Remuneration Code, deferral will be
introduced where appropriate into the annual incentive schemes for 2013 for executive directors,

and certain senior managers and staff in these categories have been notified of the provisions of
the code.
(c) Long Term Incentive Plan
Executive Directors and some code staff participate in a Long Term Incentive Plan. The LTIP is
designed to reward participants for enhancing value for shareholders which is determined by using
an internal rate of return (IRR) approach. This plan consists of the issue of a specified class of
shares redeemable only in relation to particular company outcomes. The restriction period adds a
longer term element to focus behaviour and decision-making activity beyond the current year.
(d) Benefits
Each executive director is provided with benefits which comprise a company car (or an equivalent
allowance), pension arrangements, private medical insurance, critical illness cover, life assurance
and group income protection insurance. The executive directors are invited to participate in the
relevant Group pension Plan.
Other Code staff have similar car, pension, life assurance and private medical insurance
arrangements.
Service contracts
All the current executive directors have entered into contracts that can be terminated by either
party on six months notice or by the payment by the Bank of an amount equivalent to six months
remuneration.
Service contracts for other Code staff have notice periods which vary depending on the particular
role.
Non-executive directors are appointed by letter for an initial term of three years and will generally
be expected to serve a second three year term.
Aggregate remuneration data
The Prudential Sourcebook for Banks, Building Societies and Investment Firms (Remuneration
Disclosures) Instrument 2010 now requires the publication of aggregate remuneration data for
senior managers and members of staff whose actions have a material impact on the risk profile of
the firm (Code staff). These figures are indicated in the table overleaf.
Disclosure Table Breakdown of remuneration of staff in respect of whom disclosure is required
by business area.
Total Remuneration 2011
Business Area A – Chief Operating Office
Business Area B – Commercial Finance
Business Area C – Central Functions
Business Area D – Mortgages

£766,984
£1,532,503
£1,581,428
£910,083

