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Kris, 22

Student in Media Studies, amateur guitarist 
and British Friendly member

Siobhan, 37

Quantity Surveyor, highboard diving coach 
and British Friendly member

Where members come first

Michaela, 18 

Photography Student, animal lover 
and British Friendly member

Premium  income increased by 

4.8%
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Linda, 54

Hairdresser, great outdoors walker 
and British Friendly member

Eddie, 67

Retired Sales Manager, plant whisperer

and British Friendly member

Angela, 52 

Manpower Planner, proud Mum 
and British Friendly member

Where members come first

9%
Final bonus increased to
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Introduction

 “A trusted and relevant provider of financial support in times of need”

On behalf of the Board, I am pleased to present the Society’s 2015 Annual Report and Accounts. We continued to make good progress 
against our strategic objectives and maintained our absolute focus on providing financial protection for our members in times of 
need, ensuring that over the last 10 years, we have consistently paid an industry leading level of claims to our members. 

Against a back drop of challenging trading and investment conditions, the Society’s solvency was stable at 10.9% and membership 
levels and premium income increased with our BFS Protect membership growing to over 6,000 at the end of 2015. The Board remains 
focused on our strategy of improving the Society’s solvency levels to ensure that we are able to pay members’ claims and also 
improve our opportunity to invest in additional products and services for members.   

Returns to members remain a key priority for the Society’s Board and Management team. It is therefore disappointing that we had to 
reduce our interest bonus to 1.5% from 1.75% to recognise the volatility in investment markets and particularly low available yields 
in our investments. The Board believes it is prudent to recognise the reduction in available yields in the bonus paid on members’ 
accounts. The final bonus paid to reward our loyal members was however increased to 9% from 7.5% reflecting the investment gains 
made by the Society in recent years.  Apportionment rates remained unchanged at £1.20 per unit for non commuted members and 
£1.80 for commuted members. 

We will have returned over £3 million to members in 2015 and in the last five years, will have returned over 
£18 million.

Member engagement
The Board remains focused on pursuing our strategic goals and is confident that we will deliver considerable long term value and 
returns to our members. In order to better understand what value means to our members and ensure that our strategic planning 
remains aligned with the wishes and desires of members, we ran our first member forum in 2015. The event provided an opportunity 
for the Board and Management team to meet members and understand their expectations on engagement with the Society. We 
considered the event to have been successful as the feedback provided reassured the Board that our vision for the Society is in line 
with members’ expectations. 

You told us that paying claims was the most important expectation from the Society. However, you also told us that you would be 
interested in purchasing other financial services from the Society based on your good experience and that the Society’s engagement 
with you could be improved. Your feedback has been invaluable in shaping our recent strategic thinking and I hope you will notice 
favourable changes in our approach to engaging with you over the coming months. Based on the success of this event, we are 
planning further events for 2016 and look forward to welcoming as many members as possible. 

Strategy 
In 2015, we began a process of strategic review which sought to better articulate the Society’s strategic vision and objectives and the 
values that underpin these. Details of the strategy are covered in the Strategic Report on page 10. 

As part of our strategy we have also refreshed our brand and I hope you like our new look.

Governance and remuneration 
As Chairman, I am committed to the Society seeking to operate to the highest standard of corporate governance. The Board was 
evaluated by an external party in 2014 and we have continued to work through the recommendations of the evaluator to ensure that 
the high standards observed are not eroded but also that we are well placed to proactively engage with new thinking on what good 
governance looks like.  The Board will undergo another external evaluation in January 2017 as part of the three year evaluation cycle. 

The Society’s Remuneration and Nominations Committee has operated in accordance with its Terms of Reference and its 
recommendation on remuneration received overwhelming member support at the 2014 AGM. The Committee’s report can be found 
on page 36.

Chairman’s Welcome Statement
For the year ended 31st December 2015 
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Board changes and composition 
There were a number of changes to the Board during the year. 

Following an extensive and rigorous process, Barbara Merry and Audrey McNair were appointed to the Board as Non Executive 
Directors. Barbara will chair the Audit and Compliance Committee and Audrey will chair the Risk Committee. They both bring 
significant expertise to the Board, including risk and chartered accountancy backgrounds and experience of strategic planning and 
implementation in complex financial services operating environments. 

As well as welcoming Barbara and Audrey, I was also pleased to welcome Iain Clark to the Board as an Executive Director. Iain joined 
the Society in September 2015 as the Distribution and Marketing Director and is already bringing great value to the Board using his 
experience as the recent Managing Director of LV’s Protection business. 

During 2015 Julie Remmington resigned from the Board .  The Board would like to thank Julie for her contribution to the Board and 
wish her all the best for the future.  

Regulation
Having prepared for a number of years, I am pleased to report that the Society was ready for the implementation of Solvency II and 
the PRA Senior Insurance Managers’ Regime that came into being on the 1 January 2016. Both regulatory regimes place increased 
personal accountability requirements on the Board and Senior Managers of the Society. The Society has embraced the spirit of these 
new regimes and we continue to work through the new requirements around governance, risk management and reporting. The 
regulatory intention behind Solvency II has already started to bear some fruits and the Board now has a better understanding of the 
risks the Society faces and how it chooses to respond to them in a fast changing world.  I would like to thank the Management team 
and my colleagues on the Board for their hard work in ensuring the Society’s readiness.

Conduct 
The Board is committed to ensuring that the Society’s actions or products do not inadvertently lead to poor outcomes for our 
members and customers. In 2015, we again had very few complaints from members and there were no particular trends identifiable 
from those complaints. 

To fine tune our understanding of what good conduct should look like, we have recently redefined our values to provide formal 
statements about the behaviours we hold dear as a business. One thing that will not change however is the Board’s commitment to 
ensuring that we place members at the heart of what we do and the Society’s commercial activities are centred around the core of 
member value. 

Outlook
I would like to thank Mark and his team for their continuing commitment to the Society’s success during what has been a challenging 
trading year where they have again demonstrated their ability to deliver against the objectives we have set for them. 

This will be my last report as Chairman of the Society and I would like to thank members for your support throughout my tenure. Since 
joining the Board in 2008, I have witnessed a lot of changes to the Society and the world around us. I have also seen much progress, 
whether that’s in our improved solvency margin, claims paid ratio or better recognition of our brand within the intermediary sector. 
I therefore leave the role with confidence that my successor will be well placed to lead the Society into the future building a financial 
services brand that is recognised and trusted by its members and the wider public.  

Signed by Nick Bayley (Chairman)

Chairman’s Welcome Statement
For the year ended 31st December 2015 
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1966-67

1970

1986-87

20072011

2013

It’s moving time
After 65 years, the 
Society relocates from 
Tottenham Court Road 
outside of London for 
the first time to its own 
purpose-built office, 
Charter House, in 
Bedford.

Mutual interest
A Society merger with the British 
Sick Benefit and Thrift Society 
prompts a name change to 
the British Benefit Society for 
Representative and Agents.

A new era
The British Friendly Society is 
adopted as the Society’s new 
name.

Exploring new horizons
The Society launches its first 
intermediated product, Protect.

An equal Society
Assets leap to £24 million and the Society refreshes its brand with 
a more contemporary image.  The Society also appoints its first 
female Chairman to the Committee of Management.

Cover for the hard to insure
After the success of Protect, the Society 
launches Breathing Space to help 
provide cover for the self-employed 
and manual workers.  The Society wins 
‘Individual Income Protection’ provider 
of the year at the 2013 Cover Excellence 
Awards.

A lot has changed over the last 100 years or so, but one thing remains the same - helping our members 
when they need us most.  As the Society moves  forward into the future, we reflect on how we got 
here and where we are going.   

Your Board 
50 years 

ago!

2 0 1 5 

Fit for the future 
British Friendly completes the regulatory requirements 
of Solvency II, the latest reporting regime affecting 
insurers.

 Our Story



1902

1914

19361956

1995

1998

20012002

Friendly beginnings
The United Kingdom Commercial 
Travellers’ Benefit Society is born 
in the same year as the Teddy 
Bear.  The Society will later become 
known as the British Friendly 
Society.

A positive effort in 
uncertain times
As Britan and Europe 
are thrown into the 
First World War, the 
Society helps its 4,601 
members by paying out 
over £5,000 in sickness 
benefits.

Feels good to 
be covered
Assets soar over 
£1 million and 
membership reaches 
a new record high of 
10,000.

Moving towards new innovations
The Society relocates to No. 1 Trevor 
Street in Bedford and installs its first 
new IBM-compatible PC.

Friendly in times of 
need
The Society adds 
‘Friendly’ to its 
name and softens 
its image, laying the 
foundations for what 
will evolve into the 
Society you know 
today.

A Birthday to remember
The Society turns 100 and launches its 
Century Plan to celebrate.  The Society 
also gains the members of the British 
Airways Benefit Fund.

The feeling’s mutual
British Friendly is awarded a 5 star rating by Defaqto and 
updates its image adding new membership benefits that 
reflect the Society’s core purpose of serving its members.

Driving forward
The Society’s assets double even 
faster than before reaching the £2 
million mark in the same year as the 
first Routemaster is hailed ‘London’s 
Bus of the Future’.

Security in numbers
Total income hits £8.5 million and assets 
break Society records at £83 million.

Your Board 
today!

2016
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BUSINESS MODEL AND PRINCIPAL ACTIVITIES
The principal activity of the Society is to provide sickness cover for its members in times of illness or accident.  After paying sick pay 
and expenses any surplus is invested for the benefit of the members and the BFS investment policy is determined by the Board of 
the Society with input from the Investment Committee and our Actuary.  As a mutual we exist solely for the benefit of our members 
and have no shareholders to whom we need to pay dividends.

The core business of the Society is the provision of income protection insurance. Until 2011, the policies were mainly of a ‘Holloway’ 
type with a capital element building up over time through the payment of interest and apportionments (effectively distributing 
annual surpluses to members). In 2011 a pure income protection product, BFS Protect, was launched. This is sold via intermediaries 
and is the core new business product of the Society. The graph below shows the relative make up and number of members over 
recent years:

Members’ balances on the balance sheet are currently 100% owned by ‘Holloway’ type members.

BUSINESS STRATEGY 
Our current strategy has served us well, however, the Board have concluded that this is now too restrictive and needs to reflect the 
commitment to increasing member value in its broadest sense.   

Our strategy has therefore been amended this year to be;

“To maintain and increase member value by growing and retaining profitable members at a pace consistent 
with our capital constraints and risk appetite”

Strategy and objectives
The Board considered the performance over the past four years which has resulted in significant increases in membership and 
premium income and enhanced solvency. In the knowledge of the current challenges faced (notably in distribution) the Board 
debated and agreed acceptable outcomes for the organisation in the medium term. The key points emerging were;
• The ongoing creation of member value was the determinant of whether we had a viable future as an independent 
 organisation.
• Improvement in solvency was a necessary but not sufficient measure of member value and this should not be achieved at 
 the cost of meeting members’ immediate expectations for stable returns, high claims payment ratios and excellent service.

Holloway

Protect
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• In effect this endorsed our enduring purpose agreed in 2014; 

“A trusted and relevant provider of financial support in times of need” 

•      Growth in membership was central to increasing member value, but only if this was “good growth”.
• As important to improving value was retaining members and a lower growth/lower lapse strategy creates more value than a 
 high growth/high lapse approach.
• We expect the decline in our Holloway business to continue, but providing these members are replaced by new members 
 this is value enhancing. We believe in the near term, Protect will have repaid its initial investment and can be viewed as a 
 viable self-standing fully capitalised business.
• As a single product, single channel provider, reliant on a few key distributors we carry increased risk and we need a clear focus 
 on R & D to tackle this concentration risk.

CORE BUSINESS OPERATING STRATEGIES
This section sets out our operating strategy for each of our businesses. 

Holloway and Century
The Holloway, Century and BA business is in decline and this is not considered reversible.  Our aim is to retain existing members for 
as long as possible and reward them well for their loyalty.

To do this we need to demonstrate that we continue to value our Holloway and Century Members and to let them know this by 
enhancing our communication and engagement with them;

We will do this by;

• Providing excellent service.
• Delivering stable annual returns and an increasing final bonus.
• Devising ways of increasing engagement by gathering feedback and acting upon it.
• Researching and developing additional product offerings or services (whether provided directly or by third parties) where we 
 can use our buying power to negotiate access to relevant products on favourable terms. 

Our Intermediated Business
Despite the significant increase in competition and impact of new technology platforms, we have maintained a solid new business 
performance over the last year. However we need to demonstrate our commitment to the intermediary market by investing and 
broadening our appeal to a wider range of distributors.

We need to create a more distinctive positioning and align all aspects of our approach behind it. We are not seeking to be a “mini-me” 
version of our main competitors but the best incarnation of ourselves. This will be based around clearly defining the niche areas on 
which we can focus, by eliminating any factors which make us less than brilliant to deal with and expanding our reach.

We will do this by;
• Improving our product offering.
• Expanding our distribution reach by offering more ways of dealing with us.
• Developing our service offer, tackling any basic hygiene factors which inhibit loyalty.
• Upgrading our technology capability.
• Increasing the coherence and prominence of our PR strategy/brand presence.
• Improving our retention of existing customers.

Strategic Report
For the year ended 31st December 2015 
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Future development
This activity is critical to our ability to regenerate our business and will be used to generate new self-standing lines of business and 
also as a test-bed for ideas that can be used to enhance our intermediated proposition.

We have tried to diversify our distribution approach with two pilots which have failed to produce new business. However, this has 
provided learning for a third pilot which has been successful and has provided further impetus  to our intermediated business.

We will continue to pursue other opportunities by;

• Exploring opportunities to distribute our existing product range (or variants thereof ) through other channels and partnership 
arrangements.

• Identifying opportunities for product diversification into allied markets managing execution risk by using external expertise 
where possible rather than building in-house capability.

Supporting strategies
In addition to these operating strategies we will need to develop our capabilities in supporting areas.

Brand
From a standing start we have progressively become better known in the intermediated market. However, we need to do more to 
articulate the distinctiveness of our offer to avoid being drowned out by competitors with bigger budgets. We have developed a new 
service and claims led proposition and will roll this out across all materials and contact points.

We need to build upon the new proposition to secure adviser buy-in to the strong link between our mutual business model and 
customer outcomes (claims). If we move away from these values there will be no difference between us and other competitively 
advantaged providers.

People
Our people have developed considerably in the past four years and have become increasingly outward facing. However the skills 
required amongst both the staff and the Board are continuing to increase and we will therefore look to further develop our existing 
people and recruit new talent to match our business objectives. 

Technology
We have made substantial investments in recent years, but the pace and complexity of the technology environment is accelerating. 
We will need to continue and increase levels of investment to maintain our position and will also need to enhance our programme 
management capability to manage the change programme involved.

BUSINESS ENVIRONMENT 
Economic and social
The recovery now appears to be established albeit muted. It is anticipated that growth will remain below the long term trend range 
of the economy for the strategy period with interest rates, inflation and unemployment all remaining low. Similar sentiments apply 
in the US and to a lesser extent in the Eurozone, but the situation is still fragile with a high level of susceptibility to external growth 
shocks, as recently seen in China and Greece. 

Political
The scale of the political challenge ahead will be eased slightly by the unexpected arrival of a majority Conservative government with 
a clear mandate for the first time in five years to tackle these issues. That is not to say we can expect a smooth administration and the 
potential pitfalls for the Prime Minister are considerable with the highly divisive EU referendum campaign in full swing.  

REPORT AND FINANCIAL STATEMENTS  

Strategic Report
For the year ended 31st December 2015 

12



Regulatory
With the implementation date now passed for Solvency II, we are focused on the implementation of the new requirements of 
the FCA and the PRA and in particular the Senior Insurance Managers’ Regime and the Governance map. These will ramp up the 
requirements on Non-Executive Directors and are likely to lead to a period of significant Board turn-over in our sector post the initial 
grandfathering period.

Technology
The cost and complexity of IT solutions continues to escalate and we face the challenges of managing the additional overhead 
and resource demands of a multiple browser and device environment which is constantly changing. The acceleration in the move 
to mobile and local technologies is transforming the way our partners deal with us. At the same time core parts of the value chain 
(underwriting, B2B Portals etc.) are being deconstructed and reassembled in new ways. This should benefit the end customer and 
will hopefully therefore, expand the market, but will require rapid adaptation in operating models to exploit and survive. Those slow 
to respond will see themselves marginalised.

CURRENT COMPETITIVE AND MARKET POSITION
Market and competition
2014 and 2015 have seen more activity in the IP market than for many years. Our competitors have overhauled their product ranges.  
Others are beginning to enter the Class 3 and 4 occupation markets which have traditionally been the preserve of organisations like 
us and they are managing the risk with limited cover short term claim period policies.

At present distribution remains overwhelmingly dominated by intermediated (rather than direct) distribution and this in turn is 
concentrated in the hands of a number of larger distributors. This issue is exacerbated by distributor consolidation and the moves 
by some larger distributors to introduce restricted panels.

At the same time there is the prospect of disruptive technology in the form of full underwriting at the point of sale through the 
UnderwriteMe service being adopted by key distributors.

Investment and capital
Investment markets remain highly volatile. As currently positioned our investment portfolio should insulate us against rising rates 
and falling fixed interest values over the medium term.

The greater challenge is likely to be maintaining the current margin in returns for our members over cash alternatives in a rising rate 
scenario.  In support of this we have been increasing our property portfolio and have further headroom for additional investment. 

Operational fitness & technology
The recent investment made in a new ‘Quote and Apply’ web based system which is both user friendly and browser agnostic has 
put us in a good position and has been well received by our adviser distributors.  Introducing a new system and also a major IT 
new supplier has highlighted the demands placed on our project/change management capability. In light of this and the desire 
to continue to adapt and look for new solutions and offerings for the market we are investing in additional resources in this area.  

Summary
We have made good progress since the launch of Protect in 2011 in membership, premium income and solvency, but have now 
reached a plateau in the face of significantly increased competition. There remains opportunity for us to improve our distribution 
reach within the intermediated sector and we are continuing to invest in people, technology and product to do so.

We are in a much strengthened capital position, and although we will see some correction from anticipated lower growth rates, 
we have built up capacity to absorb the key range of shocks within our risk appetite and have capacity for additional investment.

While our current position is sustainable over this strategy period, failure to undertake investment in new areas in this period is 
likely to result in us losing ground and beginning to undo the positive progress in value creation for members.

Strategic Report
For the year ended 31st December 2015 

Annual Report 2015   13



BUSINESS PERFORMANCE
Analysis of performance and position
As we have already highlighted 2015 was a more challenging year for the Society where the growth in membership and premium 
income that we have seen since the launch of Protect has slowed.  While there has been some evidence of a more positive picture for 
the industry as a whole (particularly the interest generated by the Seven Families campaign – which we are proud to support), the 
bulk of the activity has been a battle for market share with larger players using their brand and deeper advertising and marketing 
budgets to attack niche players. 

In response we have developed an approach based on;

1. Widening the range of intermediated partners we work with.
2. Improving the ease of doing business with us.
3. Investing in the quality of our people – notably in September we were delighted to recruit Iain Clark as 
               Marketing and Distribution Director.  As the former MD of Protection at LV=, he brings deep knowledge of the  
               market and we are already feeling the benefit of his contribution.

After the anticipated slight fall in membership in the first half of 2015, we saw a stronger performance in the second half and 
particularly in the final quarter.  This momentum has been carried forward into 2016 and with the further ambitious plans we have 
to develop our business, we are confident that 2016/2017 will see a return to strong growth.

KEY PERFORMANCE INDICATORS
New business
• A slight fall in membership in the first half of the year was addressed in the second half and we ended the year ahead at just                       
               in excess of 17,100 members. 
• While there was also a slowing in growth in premium income, because of the new Protect members (who generally have  
                a higher premium than the leaving Holloway type members), premiums still increased by 4.8% and in total since the launch  
              of Protect in 2011 our premium income has increased by more than 40%. 

Investment returns
• Budgeted investment returns for 2015 were exceeded.  This was despite a 5% fall in the FTSE 100 and continuing historic 
 lows in cash rates.
• We had anticipated interest rates on government and other corporate bonds would rise significantly in 2015, but this did 
 not occur.  There remains little prospect of a rise in the base rate until the end of 2016 and even possibly until 2017.
• It is the long term trend rate in interest rates that we consider when trying to set a stable sustainable rate for members.  
 As the anticipated interest rate rise has receded we have decided this year to marginally reduce the annual bonus rate to 
 1.5% to reflect  these expectations.
• In contrast the final bonus is a reflection of the longer term value being created (rather than short term investment returns).  
 As this has increased in recent years and our capital position improved this has enabled us to keep our promise to reintroduce 
 a final bonus and to increase it every year (increasing again this year to 9%).  We have every intention of continuing to 
 increase this further in the coming years.

Capital position
• Our medium term capital position has been strengthened by the move to the Solvency II regime and by the anticipation of 
 further new business.  In addition the replacement of maturing Holloway and Century members with capital accounts 
 which  require additional capital to be allocated, with new Protect members who are less capital intensive is also reducing 
 our need to set aside capital.
• As we continue to seek to strengthen our capital position further, the improvement we have seen in the last five years is 
 providing us with much greater strategic flexibility.  This in turn will enable us to invest more in higher return assets 
 such as equities and property to enhance member returns or to invest in our people, products and processes to continue to 
 develop the business to the benefit of all our members.

REPORT AND FINANCIAL STATEMENTS  
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Underwriting and claims
• We remain absolutely committed to being there when our members need us most.  Therefore ensuring we pay as many 
 claims  as possible remains our top priority.  We were delighted that in 2015 we paid 97.8% of all the claims received and also 
 demonstrated that our track record in this area is second to none by publishing our claims performance of nearly 97% over 
 the last decade.
• Despite this our claims payments remained within budget and we maintained this by working with our members towards 
 our shared objective of helping them to get back on their feet and back to work as quickly as possible.

Detailed below is a breakdown of our claims experience in 2015.

Claims by gender

Strategic Report
For the year ended 31st December 2015 

   Male

   Female

   Male

   Female

Claims distribution by age
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Claims by condition

Operational fitness
• Operating costs have been well controlled, but are nonetheless significantly higher as we continue to invest in 
               the future development of the business.
• Overall the capabilities of the business have been enhanced by investments in our technology platform and by 
               recruiting high quality people in the Non-Executive, Executive and Management team.
• As well as recruitment we have invested in our current team through professional development at all levels from 
               apprenticeships to degree level qualifications.  It is our belief that more than anything else, it will be the quality 
               of our people which will determine our future success.

Member engagement
During 2015 we have worked hard to increase our level of engagement through increasing the number of surveys we do particularly 
through email, asking for your feedback on our service levels and on particular issues.  We have also continued our process of 
contacting all new members to welcome them to the Society and ensure they understand what we are providing for them.  We also 
take the opportunity to seek their feedback. 

We have overhauled our structured communication including our newsletter, website and regular statements.
We have also trialled a new approach with a member “speed-date” where the Directors spent an evening with members in Slough in 
both group and 1:1 situations.  This provided much useful feedback and we are holding a further session in Birmingham in April 2016.

Board and staff diversity
The Board operates a clear diversity policy which seeks to attract candidates from a diverse range of backgrounds and approaches at 
all levels.

Following the departure of Julie Remmington from the Board in July 2015, we are pleased to have recruited two new Non-Executives, 
Audrey McNair and Barbara Merry who will bring industry and functional expertise to the team.  Upon recruitment to the Board the 
ratio of female Directors will be 25%.

Amongst the Senior Management (who are not Executive Directors) 67% of the team are female.

16
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Outlook
After a year of consolidation in 2015, when we saw a significant increase in the heat of competition, we have responded with new 
recruitment at a senior level and investment in new procedures and systems which are already paying dividends.

We have ambitious plans for 2016 and beyond and a very full schedule of developments which will deliver good growth this year in 
membership and premium income.

The environment remains challenging both economically and competitively, but through a continual process of reviewing our 
strategy against an ever changing set of threats and opportunities and never being satisfied with the status quo, we will give 
ourselves the best chance of continuing and enhancing our long track record of supporting members when they need us most.    

Signed on behalf of the Board 

Mark Myers (CEO) 

Rosalind, 69 
Retired Teacher, bibliophile             
and British Friendly member
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Strategic Report 
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PRINCIPAL RISKS AND UNCERTAINTIES

Description Mitigation

Strategic
The nature of the Society’s business model and 
its vulnerability to competitor and technological 
innovation remains a significant risk. We had already 
determined that there was a risk of plateauing in 
membership growth by 2016-17.

A failure to develop the Society’s product proposition in 
line with changing market dynamics and expectations 
could significantly impact the achievement of our 
strategic objectives. 

The limited resource available to an organisation of 
our size increases the level of challenge to remain both 
competitive and compliant.

The Society continues to invest in efforts to diversify the approach 
away from being a mono product provider and extend our distribution 
channels. With the appointment of a new Marketing and Distribution 
Director, the Society’s distribution and marketing strategy will be fine 
tuned. The Sales and Marketing teams have also been enhanced with the 
recruitment of a Product and Proposition Manager and Field Sales teams 
to increase the Society’s brand presence among our intended audiences.   

The Government’s Universal Credit programme 
presents a challenge for the Society and if implemented 
in the current form, is a significant risk to the Society’s 
ability to attract new income protection business and 
retain existing members. 

The Society is currently monitoring the early feedback from the Universal 
Credit roll out and along with the wider Income Protection sector 
seeking to understand how this will impact our business. We continue 
to review our products to ensure that there is real value to members in 
our products.  

A significant breach of our information security 
arrangements leading to loss of members’ and the 
Society’s data could impact our ability to operate and 
achieve our strategic objectives. 

The Society constantly reviews its information security arrangements 
including internal audit of our outsourced IT partner. 

The Society is subject to a number of regulatory and 
legislative obligations. A failure to anticipate regulatory 
change or respond effectively to such changes could 
impact on our ability to operate and achieve our 
strategic objectives. 

The Society manages its regulatory risks through active engagement in 
the regulatory processes that affect the Society’s business. The Society 
seeks to identify and meet its regulatory obligations and to respond to 
emerging requirements. 

Controls and processes are in place to ensure compliance with the 
requirements of the regulators including a monitoring plan that is 
approved by the Audit and Compliance Committee. Compliance support 
is also provided by an external consultant. 

The Society maintains appropriate oversight and reporting, supported 
by training, to provide assurance that it is compliant with regulatory 
requirements. 
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PRINCIPAL RISKS AND UNCERTAINTIES 

Description Mitigation

Insurance

As an insurance company, the Society has to make certain 
assumptions on the likelihood that an insured event will 
occur. The Society’s solvency and ability to operate will be 
impacted if these assumptions (for example claims and 
lapses exceeding budgeted assumptions) turn out to be 
incorrect. 

Defined controls against KPIs are regularly reported to the 
Board to identify adverse trends and are accommodated within 
our agreed risk appetite. The Society uses actuarial models to 
determine the pricing of our products. This is carried out by the 
Actuarial Function Holder.

The Underwriters use a reputable Underwriting Manual for day 
to day decisions of applications for membership.

The Society’s claims and lapse rates continue to be in line with 
expectations and the Board have defined risk appetites for 
these risks. 

Credit

This is the risk that the Society suffers financial loss as 
a result of another party’s failure to meet their financial 
obligations in a timely manner. 

The Society seeks to minimise Credit Risk by ensuring that all 
counterparties have strong credit ratings, hold investments in 
segregated client funds and maintains a diversified portfolio of 
investments, thereby reducing the potential impact of any one 
credit event.

Market

The limitations of the Society’s capital base remain and 
our exposure to investment shocks is a vulnerability of the 
current strategy.

Market Risk for investments is managed by use of detailed 
investment guidelines which cover risk/reward relationships, 
limits on exposure by markets and asset classes and maturity 
profiles.

The Society’s investment objectives are to achieve medium 
term stability in bonus rates.

The Society does not match its assets and liabilities precisely. 
Average duration benchmarks are set instead, which 
approximate the maturity profile of the liabilities but with a 
degree of mismatch to allow the Society some flexibility to 
enhance returns.

Strategic Report 
For the year ended 31st December 2015
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For the year ended 31st December 2015

Chris Radford
Chris joined the Board in June 2010 and has over 35 years of experience in the 
Financial Services sector most recently as CEO of Lambeth Building Society, Legal 
& General’s unit trust business and specialist investment firm TIS Group.  He has 
worked in a wide variety of business environments including major global and small 
local, plc and mutual and across all areas of Financial Services including insurance, 
investments, savings, banking and lending.  Chris has considerable experience of 
helping organisations to develop new strategies and achieve wide scale changes.  He 
is married, has twin boys aged 25, and is an experienced alpine skier, a keen sailor, 
enjoys golf, and plays in a blues band.

The skills and experience Chris brings to the Board include strategy development 
and implementation, change management, business planning and organisation, 
executive development, operational efficiency and understanding the responsibilities 
to members of a mutual organisation.

Nick Bayley
Nick joined the Board in January 2008.  With 26 years of Sales and Marketing 
experience in the Financial Services and Banking sectors, Nick has held a number of 
roles - from Independent Financial Adviser [IFA] to National Sales Manager of a large 
bank - responsible for generating £30m in annual revenue.  He has worked for 
Barclays and The Woolwich, where he managed teams of up to 150 IFAs and set up 
the UK’s first IFA Training Academy.  Nick is now working as an Executive Business 
Development Consultant with St James’s Place Wealth Management in the City, 
working with over 20 small and medium size businesses to develop their strategic 
and marketing plans and business generation.  He is married with two children and 
his hobbies include mountaineering, skiing, running and golf.

The skills and experience Nick brings to the Board include a deep understanding of  
the IFA and wealth management community, with a particular bias towards sales and 
marketing.

Audrey McNair 
Audrey will join the Board in April 2016 as a Non Executive Director and chair of the 
Risk Committee. She has been in Financial Services for 33 years primarily in the City of 
London working for a number of banks and latterly for Europe’s largest independent 
asset manager where she was Global Head of Business Risk.   In that role she was 
responsible for the implementation of the group’s risk management framework and 
system, responsible for the production of the Internal Capital Adequacy Assessment 
Report (ICAAP) and directly accountable to the PLC Board for the Operational Risk 
and IT Risk teams.   She chaired a number of committees including the Outsourcing, 
Information Security, Business Continuity, Crisis Management and Pricing Committees. 

She is a graduate of St Andrews University where she studied French and a Fellow of 
the Institute of Bankers.  In 2015 she was  appointed to the Board of the  Earl  Shilton 
Building Society based in Leicestershire. She is a member of that Board and also of 

the Remuneration Committee and the Audit, Risk and Compliance Committee. Outside work Audrey enjoys the arts, travelling, French 
conversation and running. 

Audrey brings to the Board significant experience in risk management and governance together with a deep understanding of the 
changing regulatory landscape. 

YOUR BOARD OF DIRECTORS
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Roy McLoughlin
Roy joined the Board in September 2014 and has been in Financial Services for 28 
years spending the last 18 as a practicing IFA. He is a multiple award winning adviser 
and a regular contributor to both the trade and consumer press. He is an original 
member and sits on the executive of the Income Protection Task Force. As part of 
this he is one of the originators of the Seven Families campaign.  He also sits on both 
corporate and individual industry forums and round tables. 

The skills and experience he brings to the Board are that of being a ‘real life ‘ adviser 
providing a sales, marketing and brand interpretation of the protection market. 

Barbara Merry
Barbara will join the Board in April 2016 as a Non Executive Director and chair of 
the Audit and Compliance Committee.  She is a Chartered Accountant and has over 
30 years experience in the insurance industry. Until early 2014, she was the CEO of 
Hardy Underwriting Group (listed on the London Stock Exchange until 2012) which 
manages syndicate 382 at Lloyd’s, underwriting a broad mix of business including 
marine, aviation, energy, property, specialty and catastrophe reinsurance. Barbara 
has served two terms on the Lloyd’s Market Association Board and was a member of 
the Council of Lloyd’s from 2007 to 2009. She is a Court member of the Worshipful 
Company of Insurers (WCI) and a Vice President of the Insurance Institute of London.

Currently, Barbara devotes time to the talent management and diversity and 
inclusion agenda through the Inclusion@Lloyd’s group, the Insurance Supper 
Club, and IWIN, the women’s forum established by the WCI; she has a number of 

Jeff Hayes
Born in 1953, Jeff joined the Board in April 2010. Following a 40 year career in the UK 
fund management industry, Jeff retired in January 2010. During his period in the City 
he was a dealer on the London Stock Exchange, managed Fixed Income portfolios, 
and took responsibility for delivering client service to clients in both the UK and 
Internationally.  For three years prior to his retirement, Jeff was one of our Investment 
Managers, which gave him a clear insight into the British Friendly operations. In 
addition to his role with British Friendly Society Jeff has a limited number of Non-
Executive and Trustee roles for UK Based Pension funds and Charitable organisations. 
Jeff brings extensive investment and financial experience to the British Friendly 
Society and Chairs the Investment Committee.

 Jeff has been married to Rene for 43 years and has two children.  He enjoys running, 
golf and photography.

charitable interests, including as a trustee for the Barbican Arts Centre and a fundraiser for the charity, Women for Women 
International; she is a business angel investor and a Non Executive director for Domestic and General Insurance Limited and Lloyd’s 
Broking group CGNMB LLP.

Barbara brings to the Board a deep understanding of the financial performance metrics associated with an insurance business, 
including detailed knowledge of Solvency II, together with a strong sense of strategic direction and a keen interest in people 
management.

YOUR BOARD OF DIRECTORS
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Mark Myers
Mark was appointed Chief Executive in July 2010, at which time he joined the Board.  
Mark was until summer 2015 also a Director of the Association of Financial Mutuals 
and chaired the Small and Medium Sized Societies’ Forum and the NED Conference.  
He has 32 years’ experience in Financial Services, the first 22 being in Sales and 
Marketing roles with Lloyds TSB, latterly as Sales Director for the Retail Bank.  His 
time at Lloyds also included attachments to the DTI and the FSA, providing valuable 
governmental and regulatory experience.  His most recent previous position was 
with Britain’s largest Friendly Society – Liverpool Victoria – initially as Distribution 
Director and then Partnership Director.  Outside British Friendly, Mark is a Governor 
of the King’s School Ely.

The skills and experience Mark brings to the team include, strategic leadership, 
stakeholder management, change management, leading teams, financial 
management and sales and marketing.

REPORT AND FINANCIAL STATEMENTS 

Corporate Governance 
For the year ended 31st December 2015

Iain Clark
Iain joined the Society as the Distribution & Marketing Director in September 2015 
from his previous role of Managing Director of Protection at LV=. He will join the 
Society’s Board in April 2016. 

Iain brings over 25 years of experience in the insurance and protection industry 
to the Society and his primary focus for 2016 is to lead and enhance the existing 
product distribution strategy whilst reviewing and developing the medium to long 
term sales and marketing strategy. Iain is married with one grown up son who is 
currently studying English at Warwick University.

Lee Schopp
Lee was appointed Finance Director and joined the Board in July 2010. He recently 
received the New Chartered Director of the year 2015 award from the Institute of 
Directors.   He brings more than 18 years of strategic planning and execution experience 
to the Society and has executive responsibility for Finance, IT and Operations within 
the Society. Prior to joining the Society, Lee was with an engineering services firm for 
10 years where he was instrumental in growing it from a small UK based business to 
one listed on AIM with operations in seven countries.  

Lee lives in Toddington with his wife, Eilish and two boys Ben and Oscar.  In addition 
to his role at British Friendly, Lee has also founded and is chairman of a successful new 
brewery operating in Bedfordshire.

YOUR BOARD OF DIRECTORS
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Lorraine Donald (Head of Operations)
Lorraine joined the Society straight from school in June 1983.  During the last 30 
years Lorraine has held a number of roles which has allowed her to gain a great 
knowledge of the Society and the membership. With this wealth of experience 
Lorraine became Head of Operations in 2011.  

Lorraine is married to Ian and has three children. Outside work she enjoys playing 
netball, watching her children participate in a number of sports and travelling 
abroad.

Debbie Elms (Head of Risk and Underwriting)
Debbie joined the Society in October 1982 having left school earlier that summer.  
Debbie initially worked as office junior and part of the new business team before 
becoming Claims Supervisor in 1988. In 1996, Debbie became the Society’s first full-
time underwriter whilst still remaining very much involved with the processing and 
payment of claims.  Debbie now leads the Society’s Underwriting and Claims teams 
as part of her role as Head of Risk and Underwriting.  

Debbie is married to George and they have 7 children between them.  Outside work 
she is very much involved in family life and enjoys babysitting and spending time 
with her small grandchildren, nephews and nieces.  Debbie enjoys reading and 
travelling abroad.

Ayo Salam (Company Secretary)
Ayo joined the Society in 2014 having previously worked in a number of regulatory 
compliance roles for various organisations in the Finance and Financial Services 
sector. He is the Society’s Compliance Officer and is responsible for ensuring the 
Society operates within the confines of law and regulation. He is also responsible for 
advising the Board on governance, legal and regulatory matters. He has a background 
in law having obtained advanced degrees in the subject and in Financial Services 
compliance. 

Ayo is passionate about community matters and is a Governor on a local academy 
school’s Board. He spends his spare time with his young family.

YOUR MANAGEMENT TEAM
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Matters reserved for the Board
• Setting the strategic direction of the Society. 
• Approval of changes to the Society’s corporate and capital structure.
• Maintaining the Society’s accounting records.
• Monitoring performance of the business and the Executives.
• Establishing a framework of systems and controls.
• Monitoring risk via the framework of systems and controls.
• Agreeing the appointment and remuneration levels of executive members of the Board of Directors.

Corporate Governance is about how the Board carries out its duties and responsibilities. The Society is committed to delivering high 
standards of Corporate Governance and the Directors consider that the Society has complied with the Code (The UK Corporate 
Governance Code- An Annotated Version for Mutual Insurers) throughout the year subject to comments in this report. The Society 
adheres to the policy of ‘Comply or Explain’. The main principles of the Code are outlined below with a comment on the Society’s 
compliance. 

Section A: Leadership 
Every company should be headed by an effective Board, which is collectively responsible for the long-term success of the company.

There should be a clear division of responsibilities at the head of the company between the running of the Board and the executive 
responsibility for the running of the company’s business. 

Board’s Response: 

The Board’s role is set out in the Memorandum and Rules of the Society. The Board has four main sub-committees being: 

• Audit and Compliance  
• Risk 
• Investments 
• Remuneration and Nomination 

REPORT AND FINANCIAL STATEMENTS 
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Mrs Book Reader 
British Friendly member
Mrs Book Reader 
British Friendly member

Sue, 65

British Friendly employee for 26 
years and British Friendly member 
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During 2015 the Board of Directors met on seven occasions. The attendance record at meetings was as follows: 

AGM Board of 
Directors

Audit & 
Compliance

Risk Investment Remuneration 
& Nomination

Nick Bayley                          
(Chairman)

1/1 7/7 N/A N/A N/A N/A

Chris Radford (Senior 
Independent Director)

1/1 7/7 2/2 3/3 N/A 2/2

Jeff Hayes (joined Risk 
Committee in August 2015)

0/1* 6/7 2/2 1/1 2/2 2/2

Roy McLoughlin                                      1/1 7/7 N/A N/A 1/2 N/A

Julie Remmington             
(left the Board 31 July 2015)

1/1 4/4 1/1 1/2 1/1 N/A

Mark Myers (Chief Executive) 1/1 7/7 2/2 3/3 2/2 2/2

Lee Schopp                  
(Finance Director)

1/1 7/7 2/2 3/3 2/2 N/A

* Jeff  Hayes gave his apologies for the AGM due to a long standing prior committment.
 
The main items the Board considered in 2015 were:

Quarter 1 Quarter 2  Quarter 3 Quarter 4

External Board Evaluation 
(review of actions)

Approval of the Society’s 
Individual Capital Assessment 
(ICA) report

Agreement of 2015 Own Risk 
and Solvency Assessment 
(ORSA) framework 

Approval of Business Plan 
2016

Approval of the Society’s 
Financial Statements 

Strategy review Review of Risk Appetite 
Statement  

Review of Board Delegated 
Authority Policy  

Approval of the Society’s 
Valuation and Reserving 
Report 

Business Continuity strategy   Approval of strategy 
2016/2018

Approval of Governance 
Manual 

Corporate Governance 
For the year ended 31st December 2015
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There is a clear division of responsibilities between the roles of Chairman and Chief Executive and they are held by different individuals. 
Each has a specific role and responsibilities which are set out in job descriptions.  The Chairman is primarily responsible for the 
effective running of the Board and for ensuring full and constructive participation of all Board members in discussions and the 
decision making processes within the remit of the Board. The Chief Executive is responsible for the executive management of the 
Society within specific guidelines established by the Board.

The Board of Directors comprises the Chairman, who is an independent Non-Executive, five other independent Non-Executives and 
three Executive members, being the Chief Executive, Finance Director and Marketing and Distribution Director.

Section B: Effectiveness 
The Board and its committees should have the appropriate balance of skills, experience, independence and knowledge of the 
company to enable them to discharge their respective duties and responsibilities. 

There should be a formal, rigorous and transparent procedure for the appointment of new directors to the Board. 

Board’s Response: 

The Board is satisfied that it has the appropriate range of skills, experience, independence and knowledge to provide strategic 
leadership to the Society.  Board members come from diverse and varied professional backgrounds and bring with them a wealth of 
commercial experience.  During 2015, the Board recruited two additional Non-Executive Directors following the departure of Julie 
Remmington. This followed a rigorous process of analysing the mix of skills available to the Board and the future strategy of the 
business. The Board advertised for these roles in the national press and engaged the services of a specialist senior appointments 
consultant. The Board maintains a regularly reviewed induction plan for new directors. 

During the year, the Board continued to work through the further recommendations of the external evaluation carried out in January 
2014 and in particular to continuously improve the strategic emphasis at Board meetings.   

The Code sets out certain requirements in determining whether a Non-Executive member of the Board is independent. Having 
regard to this the Board is of the opinion that all Non-Executive members of the Board were independent in character, judgement 
and relationships throughout the year.  Members of the Board do not have any financial interest in the Society. 

All members of the Board submit themselves for re-election annually.

REPORT AND FINANCIAL STATEMENTS 
Policy Summary

Corporate Governance 
For the year ended 31st December 2015
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Corporate Governance 
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Section C: Accountability 
The Board should present a fair, balanced and understandable assessment of the company’s position and prospects. 

The Board is responsible for determining the nature and extent of the significant risks it is willing to take in achieving its strategic 
objectives. The Board should maintain sound risk management and internal control systems. 

Board’s Response: 

The Board is satisfied that it has appropriate systems of controls in place to manage the risks the Society faces. Ultimate responsibility 
for risk management rests with the Board with risk management responsibilities delegated to relevant committees who provide 
regular updates to the Board on those areas that fall within their remit. The Board has defined its appetite for risk in key areas of the 
business and receives updates from Executives on day to day risk management activities. The Board, under guidance of its committees 
regularly reviews the Society’s risk management policies and procedures. 

The Board considers that the proper management of risks will allow the Society to allocate its resources more effectively and use its 
capital intelligently. 

The Board through its committees approves the audit strategy for the internal audit function allowing it to obtain assurance that 
there is a robust system of internal controls that safeguard members’ interests and the Society’s assets.

Section D: Remuneration 
Executive Directors’ remuneration should be designed to promote the long term success of the company. Performance related 
elements should be transparent, stretching and rigorously applied. 

Board’s Response: 

The Board is satisfied that the remuneration arrangements for Executives are tied to the long term success of the Society. Details of 
Executive remuneration can be found in the Board’s Remuneration Report on page 32.

Section E: Relations with members 
There should be a dialogue with members based on the mutual understanding of objectives. 

Board’s Response: 

The Board is committed to ensuring that there is a dialogue with all members of the Society. The Board communicates with members 
by letters, website, telephone, various questionnaires, annual apportionment statements, newsletters, AGM notices, and the Annual 
Report and Summary Financial Statements. A full copy of the Annual Report & Financial Statements is available online or by request 
to the Society.

An invitation to attend the Society’s AGM is issued to every member who is aged 18 or over, together with a proxy voting form for 
members unable to attend the AGM. Members are encouraged to vote on all resolutions either in person or by appointing a proxy.

In 2015, the Board trialled a member forum event held in Slough and based on the feedback received, further events are planned for 
2016. 
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Non-compliance with the Annotated Corporate Governance Code for Mutual Insurers

The Board considers that, throughout the period under review, it has applied the relevant principles and complied with the relevant 
provisions of the Code. 

The following are exceptions to our compliance with the Code for the stated reasons; 

Q. Does the Chairman maintain contact, in relation to remuneration, with any forums (such as member forums or panels and/
 or delegate systems) and /or members with significant membership rights that may be in place for facilitating member 
 dialogue?

A. Specific contact is not made with any group of members in relation to remuneration but all members over the age of 18 
 have the opportunity to vote on the remuneration report at the AGM. This is an area that will be considered as the member 
 forum events develop further. 

REPORT AND FINANCIAL STATEMENTS 
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Lindsay, 53 
Retired from IT Outsourcing, raquetball 
player and British Friendly member
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Responsibilities of the Board
Under the Friendly Societies Act 1992, the Board is required to prepare financial statements for each financial year which give a true 
and fair view of the state of affairs of the Society and of the income and expenditure of the Society for that period.  In preparing 
those financial statements, the Board is required to: 

• Select suitable accounting policies and then apply them consistently.
• Make judgements and estimates that are reasonable and prudent.
• State whether applicable accounting standards have been followed, subject to any material departures disclosed and 
 explained in the financial statements.
• Prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Society will  
 continue in business.

The members of the Board of Directors are responsible for keeping proper accounting records which disclose with reasonable 
accuracy at any time the financial position of the Society and to enable them to ensure that the financial statements comply with 
the Friendly Societies Act 1992.  They are responsible for safeguarding the assets of the Society and hence for taking reasonable 
steps for the prevention and protection of fraud and other irregularities. 

The following individuals served as Directors of the Society during the year: 

• Nick Bayley (Chairman) 
• Chris Radford (Senior Independent Director) 
• Jeff Hayes 
• Julie Remmington (until July 2015)
• Roy McLoughlin 
• Mark Myers 
• Lee Schopp 

Principal activities 
The principal activity of the Society continued to be the provision of sickness cover for its members in times of illness or accident 
and, for those members with a Century, Holloway or a BA In Work Plan, a capital sum on retirement.  

The Society does not offer new mortgages to members and the portfolio now consists of a very small number of accounts due to 
existing mortgages being redeemed. The provision of loan facilities to members continued, with loans being provided through 
the subsidiary company, BFS Member Services Limited. 

The Board is of the opinion that all activities performed during the year by the Society and its subsidiary have been carried out 
within their respective powers.

Details of any future activities can be found in the Society’s Strategic report on page 10.

Board of Director‘s Report 
For the year ended 31st December 2015
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Subsidiary company 
The results of the subsidiary company are disclosed in Note 10a to the full Financial Statements.  As at 31 December 2015 the 
Directors were Nick Bayley, Mark Myers and Lee Schopp. The Company has no employees and no remuneration was paid to the 
Directors.

As a result of changes to the regulation of companies that provide consumer lending activities, BFS Member Services Limited has 
been granted full FCA permissons in order to continue to provide loan services to members. 

Bonuses and apportionment
The Board announced the apportionment rates for 2015 at £1.20 per unit for non-commuted members and £1.80 per unit for 
commuted members. Final bonus for 2016 was set at 9% and annual bonus for 2015 at 1.5%. 

Statement of disclosure to auditors 
The Directors of the Society have taken reasonable steps to ensure that they are aware of any relevant audit information and that 
such information has been disclosed to the Society’s auditors. 

Charitable donations 
The Society did not make any charitable donations during the year.  

Solvency 
The Society has maintained the required margin of solvency throughout 2015 in accordance with the Prudential Regulation Authority 
(PRA) regulations.

Viability statement 
The Board has carried out a robust assessment of the principal risks facing the Society, including those that would threaten its 
business model, future performance, solvency and liquidity. The Society’s principal risks are summarised on page 18 of this report. 

Taking into account the Society’s current position and subject to comments already made in this report, the Board has a reasonable 
expectation that the Society will be able to continue in operation and meet its liabilities as they fall due over the current strategy 
period 2016 to 2018. 

Going concern statement
The Society’s business activities, together with principal risks and uncertainties are set out in the Strategic Report on pages 10 to 19.  
In addition, notes 1 to 4 to the financial statements include the Society’s objectives, policies and processes for managing its capital; 
its financial risk management objectives; details of its financial instruments; and its exposures to credit risk and liquidity risk. The 
Board of the Society believes that the Society is well placed to achieve its strategic objectives. As a consequence, the Board believe 
that the Society is well placed to manage its business risks successfully despite the current uncertain economic  and trading outlook. 

The Board have a reasonable expectation that the Society has adequate resources to continue in operational existence for the 
foreseeable future. 

Conduct 
The Society is committed to maintaining high standards of integrity and fairness in its dealings with members and ensures that all 
documentation and literature is clear, fair and not misleading.  

Systems and documented procedures are in place to ensure that, if any member is dissatisfied, their concerns will be handled with 
due care and sensitivity and will be thoroughly and impartially investigated. A member who feels dissatisfied with the result of such 
investigation has the right to refer the complaint to the Financial Ombudsman Service.

REPORT AND FINANCIAL STATEMENTS 
Policy Summary
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As with most Financial Services firms, the Society continues to review its understanding of conduct risk to ensure that its product and 
services do not unintentionally result in poor outcomes for members and customers. 

In 2015, the Society received 19 complaints or 0.1% of the total membership at the end of the year. During the year the Society 
received 40 unsolicited letters of praise.

Events since the end of the financial year 
Implementation of Solvency II and the Senior Insurance Managers Regime commenced from the 1st January 2016. The Board 
received independent assurances of the Society’s readiness and is of the reasonable opinion that the Society is well placed to meet 
its obligations under both regimes. 

Auditors 
Moore Stephens LLP are eligible for re-appointment and have offered themselves for re-election. 

Signed on behalf of the Board

Nick Bayley (Chairman) 

Date

Board of Director‘s Report 
For the year ended 31st December 2015

The Donald-Hartley Family 
British Friendly members
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The role of the Nomination/Remuneration Committee is to advise the Board on the structure, size and composition of the Board 
and make recommendations regarding Executive and staff remuneration.  

The Remuneration and Nomination Committee consists of three Non-Executive Directors and, only when sitting as the Nomination 
Committee, the Chief Executive. 

The members who served on the Committee during 2015 were:
Chris Radford (Chairman)
Jeff Hayes 
Roy McLoughlin
Mark Myers (Nomination only)

Key items in terms of reference: 

• Review the on-going appropriateness and relevance of the Society’s remuneration policy.
• Review systems by which to identify the mix of skills and level of overall competence of the Board annually.
• Establish systems by which any identified skills gaps on the Board might be filled and/or addressed.
• Obtain all requisite information and satisfactory responses to enquiries in support of nominations for service 
 to the Board.
• Ensure the continuing relevant personal development of Board members in conformity with the strategic 
 aims of BFS.
•          Review the ongoing appropriateness of and relevance of the Society’s remuneration policy. 
•          Approve the design of, and determine targets for, any perfomance related pay schemes operated by the Society and  
 approve the total annual payments made under such schemes.

During 2015 the Committee met on two occasions. 

Key items considered in 2015 

January August

Board succession planning and skills analysis Future NED requirements and recruitment plan  

Director’s remuneration report Review of NED induction programme   

Executive and staff pay awards and bonus Consideration of Senior Insurance Management Functions for 
PRA SIMR

Review of terms of reference and effectiveness Review of NED remuneration 

REPORT AND FINANCIAL STATEMENTS 
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The Committee undertook an annual skills analysis in respect of the Non-Executive Directors and this was used for recruitment in 
2015 to fill two identified skills gaps. National advertising and specialist recruitment consultants were used leading to the appointment 
of Audrey McNair and Barbara Merry from a shortlist of excellent candidates. The Board has adopted a transparent and independently 
managed process when making appointments to the Board of Directors. The external recruitment consultant, Warren Partners 
introduced both candidates to the Society. Warren Partners is independent of and has no other connection to the Society. 

During the year, the Committee carried out a benchmarking review using data provided by two independent consultants to assess 
the current levels of remuneration for all Board positions. 

The committee has considered the performance, independence and commitments of the existing Directors standing for re-election 
at the AGM and was satisfied that all those Directors listed within the notice of the AGM should be re-elected. 

Details of the Board’s remuneration are shown below:

2015 2014

Fee / Salary Bonus Benefits Total Total

Name (£’000) (£’000) (£’000) (£’000) (£’000)

Nick Bayley (Chairman) 21 - - 21 20

Chris Radford (Senior Independent 
Director)

18 - - 18 17

Jeff Hayes 16 - - 16 15

Roy McLoughlin 16 - - 16 5

Julie Remmington (left the Board 31 
July 2015)

9 - - 9 15

Tony Dormer (retired October 2014) - - - -  11

Mike Harding (retired September 
2014)

- - - - 51

Mark Myers (Chief Executive) 145* 29** 12 186 162

Lee Schopp (Finance Director) 96 19** 24 139 122

 Total 321  48  36  405  418

* Payment includes allowance in lieu of pension contributions.

** The Executive bonus scheme is designed to reflect both executive performance and benefits to members. It is based on three year 
targets such as improving solvency levels, growing the membership base and ensuring the long term profitability of the Society.  In 
2013, a new three year Executive bonus scheme was introduced. As a transitional measure, the 15% per annum bonus opportunity 
was phased in over three years  as follows, 2013-7.5%, 2014-7.5%, 2015-30%.

In 2015 the actual bonus payment was 20% based on the acheivement of both a 2 year cumulative surplus target of £3.831M and a 
Solvency II free assest ratio of 18%.  No payment was paid out for membership growth targets as these were not achieved.

 In 2016, the maximum bonus payable for achievement of the three year targets set in 2014 will be 15%. 

Remuneration and Nomination Committee Report 
For the year ended 31st December 2015
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£3 million
Over

returned to members in 2015
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The members of the Board are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time 
the financial position of the Society and to enable them to ensure that the financial statements comply with the Friendly Societies Act 
1992.  They are responsible for safeguarding the assets of the Society and hence for taking reasonable steps for the prevention and 
protection of fraud and other irregularities.

RESULTS FOR THE YEAR  2015 2014
Long-term Business  (£’000) (£’000)

Income 
Premiums  5,854 5,600
Investment income  2,980 3,381
Investment gains  - 1,745
Other   35 62

Total Income  8,869 10,788

Costs
Claims payable  (1,419) (1,220)
Expenses  (4,587) (4,517)
Unrealised loss on investments  (403) -
Change in technical provisions  400 994

Total cost   (6,009) (4,743)

Surplus for the year  2,860 6,045
Distribution to members  (3,425) (3,512)

Net (deficit) / surplus for the year  (565) 2,533

FINANCIAL POSITION AT THE END OF THE YEAR  2015 2014
    (£’000) (£’000)

Assets  Investments  87,308 88,474 
  Other assets  3,041 4,104  

Total assets   90,349 92,578

Liabilities  Members’ funds  61,736 63,246 
  Technical provisions  10,536 10,936    
  Fund for future appropriations  16,762 17,327
  Other  1,315 1,069

Total assets   90,349 92,578

 The summary financial information above has been extracted from the full statutory financial statements which were approved on 15th March 2016.  The full statutory 
statements have been audited and received an unqualified report from the auditors, Moore Stephens, Chartered Accountants, who have also confirmed to the Board that 
the summary financial information is consistant with the full statutory financial statements.
A copy of the full statutory statements, including the Report of the Board and Auditors’ report is available on our website at www.britishfriendly.com or a copy can be 
obtained from the Society’s offices, 45 Bromham Road, Bedford, MK40 2AA.

Signed on behalf of the Board 

Nick Bayley (Chairman) 

16th March 2016

Summary Financial Statements for 2015 
For the year ended 31st December 2015
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Agenda for the Annual General Meeting 
For the year ended 31st December 2015.

REPORT AND FINANCIAL STATEMENTS 

Dear Member, 

You are cordially invited to the 2016 Annual General Meeting (AGM) of the British Friendly Society Limited which will be held on 
Friday 27 May 2016 at The Maple Suite, Corner 5, Box End Park, Box End, Kempston, Bedford MK43 8RQ, commencing at 2.00pm. 

If you are unable to attend the meeting in person, you may appoint a proxy to exercise all or any of your rights at the meeting, 
including attendance, speaking and voting on your behalf. A proxy need not be a Member of the Society. 

AGENDA 

1. To approve the Minutes of the Annual General Meeting held on 22 May 2015. 
2. To receive and if approved, adopt the Board Report and Financial Statements for the year ended 31 December 2015. 
3. To note the Board Remuneration Report. 
4. To elect members of the Board. 
5. To re-appoint auditors- Moore Stephens. 
6. Any other business. 

Copies of the Annual Report & Accounts will be available at the meeting, or on request to the Society. They will also be displayed 
on the website after the AGM.

TO ELECT MEMBERS OF THE BOARD

Biographies for all candidates standing for re-election or election are listed on pages 20 to 22 of the Report and Summary Financial 
Statements.  

The following Directors are eligible for re-election and are proposed until the AGM 2017:

• Nick Bayley 
• Chris Radford 
• Jeff Hayes 
• Roy McLoughlin 
• Mark Myers 
• Lee Schopp 
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The Board considers that all these candidates, following formal performance evaluation, continue to be effective and demonstrate 
commitment to the role. 

The following candidates are proposed for election to the Board without nomination and have been appointed in accordance with 
Rule 10.5.

Audrey McNair 
Audrey is an experienced risk manager for a global financial services organisation with experience in Solvency II and the ORSA 
framework. She is on the Board of a medium sized Building Society. The Board believes that her appointment will enhance its 
collective skills in risk governance and its understanding of the changing regulatory landscape as it affects the Society.   

Barbara Merry 
Barbara is a chartered accountant with extensive experience within insurance and a track record of working with governance 
boards. She is on the Board of a number of businesses.  The Board believes that her recent and relevant experience of accountancy 
and audit matters will enhance its collective skills in these areas. 

Iain Clark 
Iain joined the Society in September 2015 and has extensive experience of working in the protection insurance industry and 
until his appointment was the Managing Director for Protection at LV. The Board believes that his appointment will enhance its 
collective market and sector knowledge and understanding.  

BOARD MEMBERS 2015

Nick Bayley  - Non-Executive from January 2008 
Chris Radford  - Non-Executive from June 2010.
Jeff Hayes  - Non-Executive from April 2010.
Mark Myers  - Chief Executive from July 2010.
Lee Schopp  - Finance Director from July 2010.
Roy McLoughlin - Non-Executive from September 2014.
Julie Remmington (until July 2015) -Non-Executive from September 2013. 
 

Agenda for the Annual General Meeting 
For the year ended 31st December 2015.
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BRITISH FRIENDLY SOCIETY LIMITED
Registered Office: 45 Bromham Road, Bedford, MK40 2AA
Telephone: 01234 358344 
Fax: 01234 327879
E-mail: enquiries@britishfriendly.com
Website: www.britishfriendly.com

INDEPENDENT ADVISERS AND CONSULTANTS 2015

Actuarial Function Holder and With-Profits Actuary
Christopher Critchlow, OAC Actuaries & Consultants, Portsoken House, Minories, London, EC3N 1LJ

Auditors – External
Moore Stephens, Chartered Accountants, 30 Gay Street, Bath, BA1 2PA

Auditors – Internal
Gateway Assure Ltd, MCH House, Bailey Drive, Gillingham, Kent, ME8 0PZ

Bankers
NatWest Bank plc, 81 High Street, Bedford, MK40 1NE

Compliance Consultants 
Haven Risk Management, PO Box 19, Chipping Campden, GL55 6YX

Investment Managers 
Vestra Wealth LLP, 14 Cornhill, London, EC3V 3NR 

Chief Medical Officer 
Dr Nigel Brookes, De Parys Medical Centre, 23 De Parys Avenue, Bedford, MK40 2TX

Solicitors
Taylor Walton Solicitors, 28 - 44 Alma Street, Luton, Bedfordshire, LU1 2PL

Friendly Society Law Consultants
John Gilbert, M&G Advisory Services, 3 Northolme Road, London N5 2UZ

Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.  Registered No. 110013.
Incorporated under the Friendly Societies Act 1992.  Registered No. 392F.
Member of the Association of Financial Mutuals.

Society Information 
At 31st December 2015.
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