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Corporate Governance questionnaire 2012 

Introduction 

This document has three objectives: 

• to serve as a checklist of the requirements of The UK Corporate Governance Code annotated by the AFM for the use of mutual insurers and friendly societies 

(“the ACGC”);  

• to assist mutual insurers to draft their corporate governance disclosure statements; and 

• to assist AFM to collect and publish information annually on the adherence by mutual insurers to the Code in accordance with the recommendation of the Myners 

review of the governance of life mutuals (“the Myners Report”). 

The document adopts the structure, and closely follows the wording, of the ACGC, which itself is regularly revised to reflect the development of the UK Corporate 

Governance Code for listed companies. As in the previous year, this questionnaire is based on the ACGC which was released in October 2010, which firms are 
expected to have taken account of through 2012.  A revised version of the ACGC has been released in November 2012 but is not applicable until 2013 (accounting 

periods beginning on or after 1 December 2012). 

 

Compliance process for 2012 

As in previous years: 

• Compliance with the ACGC, or an equivalent recognised governance code, is a condition of membership of AFM where compliance means that 

members 

o apply all the main principles of the Code; and  

o fully explain the reasons for any deviation from provisions within the Code within the annual report. 

• We consider that members should keep a full audit trail of the process, so that where the regulator might ask for evidence of compliance, and how the 

Board can verify it, the information is readily available; 



 

Annotated Corporate Governance Code for Mutual Insurers, questionnaire on 2012 compliance     Page 3 of 33 

• There is one single version of the questionnaire, and all members should complete all elements: the Code allows for smaller organisations to comply 

with some of the principles in a more proportionate way, and the ‘comply or explain’ nature of the Code allows organisations to explain in their annual 

report how the organisation achieves effective standards (see more below); 

• We will continue to ask members to provide an extract of their responses and other key information, via online template to enable members to complete 

the task quickly and accurately (issued separately); 

• We are asking members to provide a link to their corporate governance report, or else an extract of the relevant pages of their annual report.  These will 

be linked from the AFM website, to enable members to make comparisons of style and content; 

• Members will be asked to ‘sign’ their online summary, to verify that the Chairman is content that the report has been reviewed by the Board and is an 

accurate report on the approach to governance within the organisation. 

 

As in previous years, AFM will produce an aggregated report on compliance, drawn from member reports. We expect that the report will be useful to AFM members in 

helping them to benchmark performance and identify what good practice looks like.  Alongside links to member’s governance statements, we expect this to provide a 

robust summary to HM Treasury and FSA of high standards and a transparent approach. 

 
"Comply or explain" disclosure  

Our approach to "comply or explain" disclosure has been derived primarily from the FSA Listing Rules (for more information on this see Schedule B to the Code).   

This means for mutual insurers the following items must be included in the annual report:  

• a statement of how the mutual insurer has applied the Main Principles set out in the ACGC, in a manner that would enable members to evaluate how the       

principles have been applied; and 

• a statement as to whether the mutual insurer has:  

o complied throughout the accounting period with all relevant provisions set out in the ACGC; or  

o not complied throughout the accounting period with all relevant provisions set out in the ACGC, and if so, setting out:  

i) those provisions, if any, it has not complied with; 
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ii) in the case of provisions whose requirements are of a continuing nature, the period within which, if any, it did not comply with some or all of 

those provisions; and  

iii) the company’s reasons for non-compliance.  

"Comply or explain" and small mutual insurers*  

The February 2008 document "Corporate governance for mutual insurers", published by AFM’s predecessors and still available via the AFM website, made reference 

to a number of ACGC provisions which a small mutual insurer could choose to exclude from the "comply or explain" regime. However, as a large majority of members 

have been operating under the ACGC structure for a number of years, and given the increased importance being placed on the "comply or explain" regime, we 

believe that best practice means that this option to exclude should be removed.  

The ACGC states that smaller firms "may judge that some of the provisions (within the ACGC) are disproportionate or less relevant in their case".  The ACGC 

therefore makes clear there may be valid reasons relating to size why mutual insurers do not comply with certain provisions. However, in relation to this:  

• mutual insurers should be extremely careful in using size as a reason not to comply with any provision. The importance of effective formal governance 

structures being in place is such that only in a limited number of circumstances would the size of a company, in isolation, be a valid reason not to apply a 

particular ACGC provision;  

• where size does preclude full adherence to a particular ACGC provision, the mutual insurer should still look to see whether the spirit of that provision could 

be  applied in a manner with less onerous resource implications; 

• "comply or explain" statements should make clear the reason why size has prevented compliance with any provision.  

 

* A small mutual insurer is defined as one with an average gross premium income over the preceding three financial years of less than £20 million per annum and average 
assets at the end of the last three financial years of less than £100 million.  
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Myners Report  

Previous versions of this questionnaire included additional questions relating to the Myners Report. These questions have been removed to provide focus on the "comply 

or explain" process related to the ACGC. Members should still consider the Myners Report as part of their overall governance structure.  

 

 

Senior Independent Director ("SID")  

CPA.4.1 states that one of the independent non-executive directors should be appointed by the board as a SID. However, the lack of a board appointed SID should not 

preclude the company from using another independent director(s) to replicate the role of the SID as described elsewhere within the ACGC. Hence the "comply or explain" 

disclosure should, if necessary, not only explain why a SID was not appointed but why the spirit of the provisions A.4.1, A.4.2, B.6.3 and E.1.1 were not met by using 

another independent director(s).  

 

 

Completing the Compliance Exercise 

The questionnaire serves as a checklist to provide detailed assistance to mutuals on what is involved in complying with the ACGC. The ACGC does not, of course, 

demand compliance with a set of detailed and inflexible rules – rather it imposes an obligation to “comply or explain”.  A Board may be satisfied that there are good 

reasons why the company should not comply with a particular provision of the ACGC, but where this occurs, the Board must explain to members in its annual disclosure 

statement the reasons for each principle is had not complied with. 

 

The questionnaire presents a series of questions relating to the requirements of the various principles and provisions of the ACGC.  Where the company is in full 

compliance with the relevant requirement, please tick the “yes” box.  Where the company does not comply with all or part of a requirement, please put a cross in the 

“no” box.  Where questions are answered “no” this indicates that “explain” statements need to be made under the “comply or explain” requirements. 
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Compliance should have been maintained throughout the year- implementation of a new procedure at some stage during 2012 would still require reference in the 

disclosure statement.  A decision not to comply with a particular provision must involve careful thought about whether the explanation for non-compliance is valid.  

 

Mutual insurers that became members of AFM during 2012 are not required to complete the compliance exercise, though they may undertake a review to ensure they 

are able to comply in future years.  AFM members that comply with another recognised governance code need not comply. 

 

Once the full questionnaire has been completed, it should be reviewed by the Board/ Committee of Management, and verified as consistent with the operations of the 

Board and the organisation.  The Chairman may wish to comment on this within his/ her report on governance (as now recommended by the ACGC).  The annual report 

should also include a ‘comply or explain’ statement which should highlight any principles with which the mutual insurer did not comply during the year, and an 

explanation of either why its approach was deemed more appropriate for the organisation, or what steps were being taken to ensure future compliance. 

 

Following this, the firm should complete and submit the online survey.  This should be submitted as soon as practical and no later than the end of June, and the 

member should either provide a link to their corporate governance statement, or else send in pdf form to martin@financialmutuals.org.  Links to these statements will be 

posted on the AFM website later in the year, so members can benchmark the content of their own report against that of others. 
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Key 

In this document: 

• Code means The UK Corporate Governance Code (previously called The Combined Code), subject to the annotations made by AFM in the Annotated Corporate 

Governance Code (current version dated 2012). 

• MP means a Main Principle of the Code. 

• SP means a Supporting Principle of the Code. 

• CP means a Code Provision of the Code. 

• MR means a recommendation from the Myners’ report. 

• Company means a mutual insurer and includes a friendly society. 

• Board includes committee of management. 

• Smaller company means a mutual with gross premium income of under £20 million per annum on average over the preceding three financial years and assets of 

less than £100 million on average at the end of the last three financial years. 

• “Year” means the financial year of the company in respect of which the questionnaire is being completed 

• AFM Predecessors are Association of Mutual Insurers and Association of Friendly Societies  
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Company Information 

Company details  
Company name British Friendly Society Ltd. 
Trading name British Friendly 
Directive or non-directive Directive 
Open or closed to new business Open 
  
Membership and policyholder data  
Number of members on 31 December 2012  15,108 
Number of policyholders on 31 December 2012  15,108 
Number of members that voted at 2012 AGM  1,748 
  
Board and staff data  
Number of employees  20 
Number of executive directors  3 
Number of non-executive directors  5 
Number of female executive directors  0 
Number of female non-executive directors  1 
  
Financial data  
Gross premium income for 2012: life  3,873,719 
Gross premium income for 2012: GI  661,468 
Gross premium income for 2012: health   
Average gross premium income for last 3 years (2010-2012)  4,242,113 
Assets at the end of 2012  92,706,286 
Average assets at 31 December for last 3 years (2010-2012)  94,528,308 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  Ref Section 1:    

   A Leadership   
         

 
 A.1 The Role of the Board   

New 
Question     

Every company should be headed by an effective board which is collectively responsible for the 
long-term success of the company. 

Yes 
(√  ) 

No 
(x) 

1   MP-A.1 Is the board satisfied that it has (and can demonstrate that it has) operated effectively and 
assumed collective responsibility for the success of the company?       

2   SP-A.1 Can the board demonstrate, having regard to the replies to the questions that follow, that it has provided 
entrepreneurial leadership within a framework of controls enabling risk to be assessed and managed? 

      

3   SP-A.1 Has the board set the company’s strategic aims?      
4   SP-A.1 Has the board ensured that the necessary financial and human resources are in place for the company 

to meet its objectives? 
     

5   SP-A.1 Has the board reviewed management performance?      
6   SP-A.1 Has the board set the company’s values and standards?      
7   SP-A.1 Can the board demonstrate that its obligations to the company’s members, customers and others are 

understood and met? 
     

8   SP-A.1 Is the board satisfied that directors have acted in the best interests of the company?      
9   SP-A.1 Is the board satisfied that directors have acted in a manner consistent with their statutory duties?      
10   CP-A.1.1 Can the board demonstrate that it meets sufficiently regularly to discharge its duties effectively?      
11   CP-A.1.1 Is there a formal schedule of matters specifically reserved for the board’s decision?      
12   CP-A.1.1 Did the annual report contain a statement of how the board operates which includes a high level 

statement setting out the types of decisions to be taken by the board and those delegated to 
management? 

     

14   CP-A.1.2 Did the annual report identify the chairman, the deputy chairman (where there is one), the chief     
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executive, and the senior independent director (where there is one)?   

15   CP-A.1.2 Did the annual report identify the chairman and members of the board committees?      
16   CP-A.1.2 Did the annual report set out the number of meetings of the board and board committees and the 

individual attendance by directors?      
17   CP-A.1.3 Does the company arrange appropriate insurance cover in respect of legal action against its directors?      
          
    A.2 Division of Responsibilities    
      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. No one 
individual should have unfettered powers of decision.    

    
 

Yes 
(√  ) 

No 
(x) 

18   MP-A.2 Is the board satisfied that there is 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?      

19   MP-A.2 Is the board satisfied that no one individual has unfettered powers of decision?      
20   CP-A.2.1 Are the roles of chairman and chief executive exercised by different individuals?      
21   CP-A.2.1 Is the division of responsibilities between the chairman and chief executive clearly established, set out 

in writing and agreed by the board?      
          
    A.3 The Chairman    
      The chairman is responsible for leadership of the board and ensuring its effectiveness on all 

aspects of its role.    
    

 
Yes 
(√  ) 

No 
(x) 

22   MP-A.3 Is the board satisfied that the chairman demonstrates leadership of the board?      
23   MP-A.3 Is the board satisfied that the chairman ensures the board’s effectiveness on all aspects of its 

role?      

24   SP-A.3 Can the chairman demonstrate how he has discharged his responsibility for setting the board agenda?     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25   SP-A.3 Can the chairman demonstrate how he has discharged his responsibility for ensuring that adequate 
time is available for discussion of all agenda items, in particular strategic issues? 

   
  

26   SP-A.3 Can the chairman demonstrate how he has discharged his responsibility for ensuring that the directors 
receive accurate, timely and clear information? 

     

27   SP-A.3 Can the chairman demonstrate how he has discharged his responsibility for ensuring effective 
communication with members?      

28   SP-A.3 Is the board satisfied that the chairman facilitates the effective contribution of non-executive directors in 
a manner that promotes a culture of openness and debate? 

     

29   SP-A.3 Is the board satisfied that the chairman ensures constructive relations between executive and non-
executive directors in a manner that promotes a culture of openness and debate? 

     

30   CP-A.3.1 This provision sets out restrictions on the appointment of the chairman regarding matters such as 
independence.  An “explain” statement needs to be made if any of the below applies: 
 

    

        • The chairman did not meet the independence criteria set out in B.1.1. 
•  The chairman was previously chief executive. 
• If, exceptionally, the chief executive became chairman and there was no consultation with the 

membership – which may be with member forums or panels and/or delegate systems and/or 
any members with significant membership rights – in advance. 

• If, exceptionally, the chief executive became chairman and the board did not set out its 
reasons to members at the time of the appointment and in the next annual report.  

  
 
 
    

        Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made).      

          
    A.4 Non-executive Directors    
      As part of their role as members of a unitary board, non-executive directors should constructively 

challenge and help develop proposals on strategy.    
    

 
Yes 
(√  ) 

No 
(x) 

31   MP-A.4 Is the board satisfied that non-executive directors constructively challenge proposals on 
strategy?      
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32   MP-A.4 Is the board satisfied that non-executive directors help develop proposals on strategy?      
33   SP-A.4 Is the board satisfied that non-executive directors can demonstrate how they have discharged their 

responsibility for ensuring that they have scrutinised the performance of management in meeting 
agreed goals and objectives? 

     

34   SP-A.4 Is the board satisfied that non-executive directors can demonstrate how they have discharged their 
responsibility for ensuring that they have monitored the reporting of performance including satisfying 
themselves on the integrity of financial information?       

35   SP-A.4 Is the board satisfied that non-executive directors can demonstrate how they have discharged their 
responsibility for satisfying themselves that there are in place financial controls and systems of risk 
management that are robust and defensible? 

     

36   SP-A.4 Do the non-executive directors determine appropriate levels of remuneration of executive directors?      
37   SP-A.4 Do non-executive directors have a prime role in succession planning including in appointing and, where 

necessary, removing executive directors? 
     

39   CP-A.4.1 Is one of the independent non-executive directors appointed the senior independent director and is the 
board satisfied that this role provides a sounding board for the chairman and serves as an intermediary 
for the other directors when necessary?       

40   CP-A.4.1 Do the members have access to a mechanism (either via the senior independent director or otherwise) 
for the handling of their concerns which contact through the normal channels of chairman, chief 
executive or finance director has failed to resolve (or for which such contact is inappropriate)?       

41   CP-A.4.2 Did the chairman hold meetings with the non-executive directors without the executives present?      
42   CP-A.4.2 Did the non-executive directors, led by the senior independent director, (or if one had not been 

appointed an independent director) meet without the chairman present during the year to appraise the 
chairman’s performance? 

     

43   CP-A.4.2 Can the board confirm that either:     
       • there were no other occasions, apart from to appraise the chairman’s performance, where it 

was appropriate for the non-executive directors to meet; or      
        • on such other occasions as deemed appropriate, the non-executive directors, led by the senior 

independent director, (or if one had not been appointed an independent director) did meet 
without the chairman present?       

44   CP-A.4.3 This provision sets out the requirements if directors have concerns which cannot be resolved about the 
running of the company or a proposed action.  An “explain” statement needs to be made if any of the 
below applies: 
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• Directors have such concerns but have not ensured that those concerns are recorded in the 

board minutes. 
• A non-executive director has such concerns but, on resignation, has not provided a written 

statement to the chairman, for circulation to the board.       
         

Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made).       

              
          
   B Effectiveness   
          
    B.1 Composition of the Board   
      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 effectively.    

    
 

Yes 
(√  ) 

No 
(x) 

45   MP-B.1 Does the board have the appropriate balance of skills, experience, independence and 
knowledge of the company to enable them to discharge their respective duties and 
responsibilities effectively? 

     

46   MP-B.1 Do the board committees have the appropriate balance of skills, experience, independence 
and knowledge of the company to enable them to discharge their respective duties and 
responsibilities effectively?       

47   SP-B.1 Is the board satisfied that it is not so large as to be unwieldy?      
48   SP-B.1 Is the board satisfied that it is of sufficient size that the requirements of the business can be met?      
49   SP-B.1 Is the board satisfied that it is of sufficient size that changes to its composition can be managed without 

undue disruption?       
50   SP-B.1 Is the board satisfied that it is of sufficient size that changes to the composition of board committees can     
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be managed without undue disruption?   

51   SP-B.1 Does the board include a combination of executive and non-executive directors (including independent 
non-executive directors)?       

52   SP-B.1 Is the board satisfied that the combination of executive and non-executive directors (and, in particular 
independent non-executive directors) is such that no individual or small group of individuals can 
dominate the board’s decision making? 

     

53   SP-B.1 Is the membership of the board committees refreshed from time to time?      
54   SP-B.1 Is the board satisfied that undue reliance within board committees is not placed on particular individuals 

and that this is taken into account in deciding chairmanship and membership of committees? 
     

55   SP-B.1 Are the attendees of nomination, audit or remuneration committees only members of the committee plus 
those invited by the committee to attend? 

     

56   CP-B.1.1 Provision B1.2 below sets out the extent to which boards should comprise non-executive directors 
determined by the board to be independent. 
 
This provision explores issues relating to independence.  An “explain” statement needs to be made if 
any of the below applies: 
 

    

       • The board has not identified in the annual report each non-executive director it considers to be 
independent. 

• The board has not undertaken an approach to determine whether the director is independent 
in character and judgement which includes assessing relationships or circumstances which are 
likely to affect or could appear to affect, the director’s judgement. 

• Where the board has determined that the director is independent not withstanding there are 
relationships or circumstances which may appear relevant to its determination but it has not 
made a statement of its reasons. 

Note: 
Relationships or circumstances which may appear relevant include if the director: 

 has been an employee of the company or group within the last five years; 
 has, or has had within the last three years, a material business relationship with the 

company either directly, or as a partner, shareholder, director or senior employee of a 
body that has such a relationship with the company; 

 has received or receives additional remuneration from the company apart from a  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director’s fee, participates in the company’s share option or a performance-related 
pay scheme, or is a member of the company’s pension scheme; 

 has close family ties with any of the company’s advisers, directors or senior 
employees; 

 holds cross-directorships or has significant links with other directors through 
involvement in other companies or bodies; 

 represents a significant shareholder; or 
 has served on the board for more than nine years from the date of their first election. 

        
Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made).      

              
57   CP-B.1.2 For large companies, is at least half the board, excluding the chairman, comprised of non-executive 

directors determined by the board to be independent; for small companies does the board have at least 
two non-executive directors determined by the board to be independent? 

     

           
   B2 Appointments to the Board   
      There should be a formal, rigorous and transparent procedure for the appointment of new 

directors to the board. 
Yes 
(√  ) 

No 
(x) 

58   MP-B.2 Is there a formal, rigorous and transparent procedure for the appointment of new 
directors to the board?      

59   SP-B.2 Has the search for all board candidates been conducted against objective, merit-based criteria with due 
regard for the benefits of diversity on the board, including gender?       

60   SP-B.2 Have all appointments to the board been made on merit, against objective criteria and with due regard 
for the benefits of diversity on the board, including gender? 

     

61   CP-B.2.1 Is there a nomination committee which leads the process for board appointments and makes 
recommendations to the board? 

     

62   CP- B.2.1 Are the majority of members of the nomination committee independent non-executive directors?      
63   CP- B.2.1 Does the chairman or an independent non-executive director chair the nomination committee?      
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64   CP- B.2.1 Did an independent non-executive director rather than the chairman chair all meetings of the nomination 
committee (or part of such a meeting) that were dealing with the appointment of a successor to the 
chairmanship? 

     

65   CP- B.2.1 Did the nomination committee make available its terms of reference, explaining its role and the authority 
delegated to it by the board? (This requirement would be met by including the information on the 
company’s website.)       

66   CP- B.2.2 Did the nomination committee evaluate the balance of skills, knowledge and experience on the board 
and in light of the evaluation prepare a description of the role and capabilities required for any 
appointment made during the year?       

67   CP-B.2.3 Are non-executive directors appointed for specified terms subject to re-election and to statutory 
provisions relating to the removal of a director?       

68   CP-B.2.3 Can the board confirm either:     
        no non-executive directors were submitted for re-election in the year for a term which would mean they 

will serve beyond six years; or       
        §         any such submission had been subject to particularly rigorous review and had taken into account 

the need for progressive refreshing of the board?      
69   CP-B.2.4 This provision sets out disclosures to be made in respect of the nomination committee and 

appointments.  An “explain” statement needs to be made if any of the below applies: 
      

        • The annual report does not contain a separate section describing the work of the nomination 
committee, including the process it has used in relation to board appointments. 

• If a chairman or a non-executive director has been appointed without using either an external 
search consultancy or open advertising but no explanation has been given.      

         
Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made).       

          
   B.3 Commitment   
      All directors should be able to allocate sufficient time to the company to discharge their 

responsibilities effectively.  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Yes 
(√  ) 

No 
(x) 

70   MP-B.3 Is the board satisfied that all directors can allocate sufficient time to the company to 
discharge their responsibilities effectively?      

71   CP-B.3.1 Did the nomination committee prepare for the appointment of a chairman a job specification, including 
an assessment of the time commitment expected, recognising the need for availability in the event of 
crises? 

     

72   CP-B.3.1 Were the chairman’s other significant commitments disclosed to the board before appointment and 
included in the annual report? 

     

73   CP-B.3.1 Are changes to such commitments reported to the board as they arise and included in the next annual 
report?       

74   CP-B.3.2 Are the terms and conditions of appointment of non-executive directors made available for inspection by 
any person at the company’s registered office during normal business hours and at the AGM (for 15 
minutes prior to the meeting and during the meeting)? 

     

75   CP-B.3.2 Did the non-executive directors’ letter of appointment set out the expected time commitment?      
76   CP-B.3.2 Do non-executive directors undertake that they will have sufficient time to meet what is expected of 

them? 
     

77   CP-B.3.2 Are the other significant commitments of the non-executive directors disclosed to the board before 
appointment with a broad indication of the time involved? 

     

78   CP- B.3.2 Can the board confirm either:     
       • there have been no subsequent changes to other significant commitments of non-executive 

directors; or      
        • where there were such changes the board was informed of these?     
79   CP-B.3.3 Can the board confirm that no full time executive director is also chairman of a FTSE 100 company or 

another company of equivalent size to a FTSE 100 company or non-executive director for more than 
one FTSE 100 company or another company of equivalent size to a FTSE 100 company? 

     

         
    B.4 Development   
      All directors should receive induction on joining the board and should regularly update 

and refresh their skills and knowledge.    
    

 
Yes 
(√  ) 

No 
(x) 
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80   MP-B.4 Do all directors receive induction on joining the board and do they regularly update and 
refresh their skills and knowledge?    

  

81   SP-B.4 Does the chairman ensure that the directors continually update their skills and the knowledge and 
familiarity with the company required to fulfil their role both on the board and on board committees? 

     

82   SP-B.4 Does the company provide the necessary resources for developing and updating its directors’ 
knowledge and capabilities? 

     

83   SP-B.4 Do all directors have the appropriate knowledge of the company and access to its operations and staff 
to enable them to operate effectively?       

84   CP-B.4.1 Has the chairman ensured that all new directors receive a full, formal and tailored induction on joining 
the board? 

     

85   CP-B.4.1 Has the chairman ensured that all new directors meet with members, either via member forums or 
panels or individually, as part of their induction?     X 

86   CP-B.4.2 Does the chairman regularly review and agree with each director his or her training and development 
needs?       

          
    B.5 Information and Support    
      The board should be supplied in a timely manner with information in a form and of a 

quality appropriate to enable it to discharge its duties.    
    

 
Yes 
(√  ) 

No 
(x) 

87   MP-B.5 Is the board satisfied that it is supplied in a timely manner with information in a form and 
of a quality appropriate to enable it to discharge its duties?       

88   SP-B.5 Is the chairman responsible for ensuring that the management provides, and the directors receive, 
accurate, timely and clear information? 

     

89   SP-B.5 Have the directors received information that is sufficiently accurate, timely and clear to enable them to 
discharge their duties?       

90   SP-B.5 Can the board confirm that either:      
       • no information provided by the management required clarification or amplification; or      
        • directors have sought clarification or amplification where appropriate?  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91   SP-B.5 Does the company secretary’s responsibilities include ensuring (under the direction of the chairman) 
good information flows within the board and its committees and between senior management and non-
executive directors? 

     

92   SP-B.5 Do the company secretary’s responsibilities include facilitating (under the direction of the chairman) 
induction and assisting with professional development as required of non-executive directors? 

     

93   SP-B.5 Is the company secretary responsible for advising the board (through the chairman) on all governance 
matters? 

     

94   CP-B.5.1 Has the board established clear procedures (documented for example in directors’ letters of 
appointment) by which directors, especially non-executive directors, have access to independent 
professional advice at the company’s expense where they judge it necessary to discharge their 
responsibilities as directors?       

95   CP-B.5.1 Can the board confirm that either:      
       • no director judged it necessary to have access to independent professional advice in order to 

discharge their responsibilities as directors; or       
        • the board ensured that directors accessed independent professional advice at the company’s 

expense?      
96   CP-B.5.1 Are committees provided with sufficient resources to undertake their duties?      
97   CP-B.5.1 Do all directors have access to the advice and services of the company secretary and is the company 

secretary responsible to the board for ensuring that board procedures are complied with? 
     

98   CP-B.5.1 Is the appointment and removal of the company secretary a matter for the board as a whole?       
          
    B.6 Evaluation    
      The board should undertake a formal and rigorous annual evaluation of its own 

performance and that of its committees and individual directors.    
    

 
Yes 
(√  ) 

No 
(x) 

99   MP-B.6 Does the board undertake a formal and rigorous annual evaluation of its own 
performance and that of its committees and individual directors?       

100   SP-B.6 Does the chairman act on the results of the performance evaluation by recognising the strengths and 
addressing the weaknesses of the board?  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101   SP-B.6 Can the board confirm that either:      
        • the performance evaluation has been such that it has not been appropriate for the chairman to 

propose new members to be appointed to the board or to seek the resignation of directors; or      
        • the chairman has acted on the performance evaluation to propose new members to be 

appointed to the board or seek the resignation of directors?       
102   SP-B.6 Does this performance evaluation provide individual director evaluation that aims to show whether each 

director continues to contribute effectively and to demonstrate commitment to the role including 
commitment of time for board and committee meetings and any other duties?       

103   CP-B.6.1 Did the board state in the annual report how performance evaluation of the board, its committees and its 
individual directors has been conducted? 

     

104   CP-B.6.2 This provision sets out recommendations for evaluation of the board of large companies.  An “explain” 
statement needs to be made if the company is a large company and any of the following applies: 
     

       • Evaluation of the board has not been externally facilitated at least every three years. 
• Evaluation of the board has been externally facilitated but no statement has been made 

available of whether the evaluator has any other connection with the company.  N/A    
        

Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made).     

105   CP-B.6.3 Were the non-executive directors, led by the senior independent director (or if one had not been 
appointed an independent director), responsible for the performance evaluation of the chairman and 
were the views of executive directors taken into account?       

          
    B7 Re-election   
      All directors should be submitted for re-election at regular intervals, subject to continued 

satisfactory performance. 
Yes 
(√  ) 

No 
(x) 

106   MP-A.7 Are all directors submitted for re-election at regular intervals, subject to continued 
satisfactory performance?       

107   CP-B.7.1 This provision sets out recommendations regarding the election and re-election of directors.  An 
“explain” statement needs to be made if any of the below applies: 
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 • Not all directors are subject to annual election by members and the company is a large 
company. 

• Not all directors are subject to election by members at the first annual general meeting after 
their appointment. 

• Not all directors are subject to re-election at intervals of no more than three years. 
• Non-executive directors who have served longer than nine years are not subject to re-election 

annually. 
• The names of directors submitted for election or re-election are not accompanied by sufficient 

biographical details and other relevant information to enable members to make an informed 
decision on their election.       

        
Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made).       

108   CP-B.7.2 Can the board confirm either:     
        • no non-executive directors were submitted for election in the year; or      
        • the board provided members, in the notice of any meeting that contains a resolution to elect a 

non-executive director, with reasons why they believe that individual should be elected?     X 
109   CP-B.7.2 Can the board confirm either:     
        • no non-executive directors were submitted for re-election in the year; or      
        • the chairman confirmed to members when proposing re-election that, following formal 

performance evaluation, the individual’s performance continued to be effective and to 
demonstrate commitment to the role?     X 

          
    C Accountability   
          
    C1 Financial and Business Reporting   
      The board should present a balanced and understandable assessment of the company’s  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position and prospects. 
    

 
Yes 
(√  ) 

No 
(x) 

110   MP-C.1 Does the board present a balanced and understandable assessment of the company’s 
position and prospects?       

111   SP-C.1 Does the board take responsibility for ensuring that, where produced, all the below present a balanced 
and understandable assessment. 

• reports to regulators; 
• information required to be presented by statutory requirements; and 
• interim or other reports providing an assessment of the company’s position and prospects 

(whether publically available or solely available to members).       
112   CP-C.1.1 Do the directors explain in the annual report their responsibility for preparing the accounts?      
113   CP-C.1.1 Is there a statement in the annual report by the auditors about their reporting responsibilities?      
114   CP-C.1.2 Do the directors include in the annual report an explanation of the basis on which the company 

generates or preserves value over the longer term (the business model) for members and the strategy 
for delivering the objectives of the company?       

115   CP-C.1.3 Do the directors report that the business is a going concern in the annual report, and where produced 
half-yearly financial statements, with supporting assumptions or qualifications as necessary?       

          
    C2 Risk Management and Internal Control   
      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.    

    
 

Yes 
(√  ) 

No 
(x) 

116   MP-C.2 Does the board take responsibility for determining the nature and extent of the 
significant risks it is willing to take in achieving the company’s strategic objectives?       

117   MP-C.2 Is the board satisfied that there is in place a sound system of internal control to 
safeguard members’ interests and the company’s assets?      

118   CP-C.2.1 Has the board conducted, at least annually, a review of the effectiveness of the company’s risk 
management and internal control systems and reported to members that it has done so?  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119   CP-C.2.1 Has the board conducted, at least annually, a review of the effectiveness of the company’s risk 
management and internal control systems and did that review cover all material controls, including 
financial, operational and compliance controls?       

120   SP-A.4 Was care taken to ensure that appointees have enough time available to devote to the job, particularly 
in the case of chairmanships?       

           
    C3 Audit Committees and Auditors   
      The board should establish formal and transparent arrangements for considering how they 

should apply the corporate reporting and risk management and internal control principles 
and for maintaining an appropriate relationship with the company’s auditor. 

Yes 
(√  ) 

No 
(x) 

121   MP-C.3 Has the board established formal and transparent arrangements for considering how 
they should apply the financial reporting and internal control principles?      

122   MP-C.3 Has the board established formal and transparent arrangements for maintaining an 
appropriate relationship with the company’s auditor?      

123   CP-C.3.1 This provision sets out recommendations regarding the composition of audit committees for large and 
smaller companies.  An “explain” statement needs to be made if any of the below applies: 
      

        Where the company is a large company: 
• it has not established an audit committee that comprises at least three members all of whom 

are independent non- executive directors. 
 
Where the company is a smaller company: 

• it has not established an audit committee that comprises at least two independent non- 
executive directors as members 

• the membership of the audit committee includes individuals who are not  independent non- 
executive directors or the chairman. 

• the chairman chairs the audit committee. 
• the chairman is a member of the audit committee but was not considered independent on 

appointment as chairman.      
        Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 

Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain”  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statement(s) must be made). 

124   CP-C.3.1 Has the board satisfied itself that at least one member of the audit committee has recent and relevant 
financial experience? 

     

125   CP-C.3.2 Are the main role and responsibilities of the audit committee set out in written terms of references?       
126   CP-C.3.2 Do the responsibilities include monitoring the integrity of the financial statements of the company?      
127   CP-C.3.2 Do the responsibilities include monitoring any formal announcements relating to the company’s financial 

performance?       
128   CP-C.3.2 Do the responsibilities include reviewing significant financial reporting judgements contained in financial 

statements and any formal announcements? 
     

129   CP-C.3.2 Do the responsibilities include reviewing the company’s internal financial controls and, unless expressly 
addressed by a separate board risk committee composed of independent directors, or by the board 
itself, to review the company’s internal control and risk management systems? 

    

130   CP-C.3.2 Do the responsibilities include monitoring and reviewing the effectiveness of the company’s internal 
audit function? 

     

131   CP-C.3.2 Do the responsibilities include making recommendations to the board, for it to put to the members for 
their approval in general meeting, in relation to the appointment, re-appointment and removal of the 
external auditor? 

     

132   CP-C.3.2 Do the responsibilities include approving the remuneration and terms of engagement of the external 
auditor? 

     

133   CP-C.3.2 Do the responsibilities include reviewing and monitoring the external auditor’s independence and 
objectivity and the effectiveness of the audit process, taking into consideration relevant UK professional 
and regulatory requirements? 

     

134   CP-C.3.2 Do the responsibilities include developing and implementing policy on the engagement of the external 
auditor to supply non-audit services by the external audit firm?       

135   CP-C.3.2 Do the responsibilities include identifying and reporting to the board any matters in respect of which it 
considers that action or improvement is needed and making recommendations as to the steps to be 
taken? 

     

136   CP-C.3.3 Are the terms of reference of the audit committee, including its role and the authority delegated to it by 
the board, made available on the company’s website? 

     

137   CP-C.3.3 Did a separate section of the annual report describe the work of the committee in discharging its 
responsibilities? 
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138   CP-C.3.4 Can the board confirm that:   
        • arrangements exist by which staff of the company may, in confidence, raise concerns about 

possible improprieties in matters of financial reporting or other matters: and 
   

        • the audit committee reviews these arrangements?   
139   CP-C.3.4 Does the audit committee’s objective ensure that arrangements are in place for the proportionate and 

independent investigation of possible improprieties in matters of financial reporting or other matters and 
for appropriate follow-up action?       

140   CP-C.3.5 This provision relates to the internal audit function.  An “explain” statement needs to be made if any of 
the below applies: 
      

        • The audit committee does not monitor and review the effectiveness of any internal audit 
activities. 

• There is no internal audit function and the audit committee does not consider annually whether 
there is a need for an internal audit function and make a recommendation to the board. 

• There is no internal audit function and the reasons for the absence of such a function are not 
explained in the relevant section of the annual report.  

    

       
Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made). 

  
  

 
  

141   CP-C.3.6 Does the audit committee have primary responsibility for making a recommendation on the 
appointment, re-appointment and removal of the external auditors?       

142   CP-C.3.6 Can the board confirm either:   
       • it accepted any recommendation by the audit committee on the appointment, re-appointment 

and removal of the external auditors; or 
  

        • if the board does not accept the audit committee’s recommendation a statement has been 
made in the annual report explaining the recommendation and why the board has not followed 
it? 

   

143   CP-C.3.7 Can the board confirm that either:    
        • the auditor provided no non-audit services; or     
        • if the auditor provides non-audit services, the annual report explained to members how auditor  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objectivity and independence is safeguarded? 

            
    D Remuneration      
   D1 The Level and Components of Remuneration    
      Levels of remuneration should be sufficient to attract, retain and motivate directors of the 

quality required to run the company successfully, but a company should avoid paying 
more than is necessary for this purpose. A significant proportion of executive directors’ 
remuneration should be structured so as to link rewards to corporate and individual 
performance.    

    
 

Yes 
(√  ) 

No 
(x) 

144   MP-D.1 Is the board satisfied that levels of remuneration are sufficient to attract, retain and 
motivate directors of the quality required to run the company successfully and that the 
company is not paying more than is necessary for this purpose? 

     

145   MP-D.1 Is a significant proportion of executive directors’ remuneration structured so as to link 
rewards to corporate and individual performance?      

146   SP-D.1 Are the performance-related elements of executive directors’ remuneration stretching and designed to 
promote the long-term success of the company?       

147   SP-D.1 Does the remuneration committee judge where to position the company’s level of remuneration relative 
to other companies using comparisons with other companies with caution, in view of the risk of an 
upward ratchet of remuneration levels with no corresponding improvement in performance? 

     

148   SP-D.1 Is the board satisfied that it is sensitive to pay and employment conditions elsewhere in the group of 
which the company is part, especially when determining annual salary increases? 

     

149   CP-D.1.1 Do performance-related elements of remuneration form a significant proportion of the total remuneration 
package of executive directors? 

     

150   CP-D.1.1 Can the board confirm that:     
        • there are performance related elements to executive directors remuneration; and      
        • such elements are designed to align the interests of executive directors with those of members 

and to give directors keen incentives to perform at the highest levels?  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151   CP-D.1.1 & 
Schedule A 

Does the remuneration committee, in designing schemes of performance-related remuneration, use 
performance criteria that properly reflect the best interests of members, recognising that the strategies 
that mutual insurers pursue and therefore the performance criteria used in long term incentive schemes, 
may be different from those in different proprietary firms? 

     

152   CP-D.1.1 Subject to the point above about the difference between mutual insurers and proprietary companies, 
and the fact that share options are not relevant to mutual insurers, is the remuneration committee 
satisfied that, in designing schemes of performance-related remuneration, it has followed the provisions 
in Schedule A to the Code? 

     

153   CP-D.1.2 Can the board confirm that either:      
        • the company has not released an executive director to serve as a non-executive director 

elsewhere; or      
        • an executive director has been released and the remuneration report includes a statement as 

to whether or not the director will retain such earnings and, if so, what the remuneration is? 
   

  
154   CP-D.1.3 Is the board satisfied that levels of remuneration for non-executive directors reflect the time commitment 

and responsibilities of the role?       
155   CP-D.1.3 Does remuneration for every non-executive director exclude performance-related elements?       
156   CP-D.1.4 Does the remuneration committee carefully consider what compensation commitments (including 

pension contributions and all other elements) their directors’ terms of appointment would entail in the 
event of early termination, in particular to avoid rewarding poor performance? 

     

157   CP-D.1.4 Does the remuneration committee take a robust line on reducing compensation to reflect departing 
directors’ obligations to mitigate loss? 

     
158   CP-D.1.5 Are all notice or contract periods for directors’ set at one year or less?      
159   CP-D.1.5 If it has proved necessary to offer longer notice or contract periods to attract new directors recruited 

from outside, do such periods reduce to one year or less after the initial period?  N/A    
          
    D2 Procedure   
      There should be a formal and transparent procedure for developing policy on executive 

remuneration and for fixing the remuneration packages of individual directors. No 
director should be involved in deciding his or her own remuneration.    

    
 

Yes 
(√  ) 

No 
(x) 
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160   MP-D.2 Is there a formal and transparent procedure for developing policy on executive 
remuneration and for fixing the remuneration packages of individual directors?      

161   MP-D.2 Can the board confirm that no director is responsible for fixing his or her own 
remuneration?      

162   SP-D.2 Does the remuneration committee consult the chairman and/or chief executive about its proposals 
relating to the remuneration of other executive directors? 

     

163   SP-D.2 Is the remuneration committee responsible for appointing any consultants in respect of executive 
director remuneration? 

     

164   SP-D.2 Can the board confirm that either:      
        • no executive directors or senior management are involved in advising or supporting the 

remuneration committee; or      
        • the remuneration committee has taken sufficient care to recognise and avoid conflicts of 

interest where executive directors or senior management are involved in advising or supporting 
the remuneration committee?       

165   SP-D.2 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?     X 

166   CP-D.2.1 Can the board confirm that it has established a remuneration committee of at least three (or two in the 
case of smaller companies) independent non-executive directors, one of whom acts as committee 
chairman, and either: 

    

        • the chairman is not a member of the remuneration committee; or       
        • where the chairman is a member of the remuneration committee he or she was considered 

independent on appointment as chairman?      
167   CP-D.2.1 Does the remuneration committee make available its terms of reference, explaining its role and the 

authority delegated to it by the board? (This requirement would be met by including the information on 
the company’s website.) 

     

168   CP-D.2.1 Can the board confirm either:      
        • no remuneration consultants were appointed in relation to the workings of the remuneration 

committee; or      
        • where remuneration consultants were appointed, a statement has been made available of 

whether they have any other connection with the company? (This requirement would be met by 
including the information on the company’s website.)  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169   CP-D.2.2 Has there been delegated to the remuneration committee responsibility for setting remuneration for all 
executive directors and the chairman, including pension rights and any compensation payments? 

     

170   CP-D.2.2 Does the committee recommend and monitor the level and structure of remuneration for individuals 
defined as senior management by the board? 

     

171   CP-D.2.3 Does the board (or, where permitted by the constitution of the company, a sub-committee of the board) 
determine the remuneration of the non-executive directors within the limits set in the constitution? 

     

172   CP-D.2.4 Are members invited specifically to approve all new long-term incentive schemes and significant 
changes to existing schemes, (except in circumstances that would be permitted by the Listing Rules)?  N/A    

          
    E Relations with Members    
          
     E1 Dialogue with Members   
      There should be a dialogue with members based on the mutual understanding of 

objectives. The board as a whole has responsibility for ensuring that a satisfactory 
dialogue with members takes place.    

    
 

Yes 
(√  ) 

No 
(x) 

173    MP-E.1 Can the board confirm that:      
        • a dialogue with members takes place; and      
        • this dialogue is based on a mutual understanding of objectives?       
174     MP-E.1 Does the board as a whole take responsibility for ensuring that a satisfactory dialogue 

takes place?       
175   SP-E.1 Does the chairman ensure that all directors are made aware of members’ issues and concerns?       
176   SP-E.1 Does the board keep in touch with members’ opinions?       
177   CP-E.1.1 Does the chairman ensure that the views of members are communicated to the board as a whole?       
178   CP-E.1.1 Can the board confirm that:      
        • the company has a forum or forums where discussion with members about member and 

company issues can take place (this might be via a member relations function or via member  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forums or panels and/or delegate systems and/or any members with significant membership 
rights); and 

        • the chairman discusses governance and strategy with such a forum or forums; and      
      • non-executive directors are offered the opportunity to attend scheduled meetings with such a 

forum or forums; and    
      • non-executive directors are expected to attend scheduled meetings with such a forum or 

forums if requested by the forum or forums?    X 
179   CP-E.1.1 Can the board confirm that where a senior independent director has been appointed this director 

attended sufficient meetings with a range of members in order to help develop a balanced 
understanding of the issues and concerns of members, or where no senior independent director has 
been appointed another independent director(s) has fulfilled the same role?     X 

180   CP-E.1.2 Does the annual report state the steps the board has taken to ensure that the members of the board, 
and in particular the non-executive directors, develop an understanding of the views of the members 
about the company?     X 

          
    E2 Constructive Use of the AGM   
      The board should use the AGM to communicate with members and to encourage their 

participation. 
Yes 
(√  ) 

No 
(x) 

181   MP-E.2 Does the board use the AGM to communicate with members and encourage their 
participation?        

182   CP-E.2.1 This provision sets out recommendations regarding resolutions at general meetings and the issue of 
proxy appointment forms.  An “explain” statement needs to be made if any of the below applies: 
 

    

        • At any general meeting, the company did not propose a separate resolution on each 
substantially separate issue. 

• The company did not propose a resolution at the AGM relating to the report and accounts. 
• Proxy appointment forms were not provided to members for each resolution. 
• Such proxy appointment forms did not provide members with the option to direct their proxy to 

vote either for or against the resolution or to withhold their vote. 
• Such proxy appointment forms or any announcement of the results of a vote did not make it 

clear that a ‘vote withheld’ is not a vote in law and will not be counted in the calculation of the 
proportion of the votes for and against the resolution.   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Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made).       

183   CP-E.2.2 This provision makes recommendations regarding the recording and counting of proxy appointments at 
general meetings and the information to be made available with regard to any vote.  An “explain” 
statement needs to be made if any of the below applies: 
 

    

        • The company did not ensure that all valid proxy appointments received for general meetings 
were properly recorded and counted. 

• The company did not ensure that all the following information was made available in respect of 
each resolution, where a vote had been taken on a show of hands: the number of votes in 
respect of which proxy appointments had been validly made, the number of votes for the 
resolution, the number of votes against the resolution, and the number of votes where the vote 
was directed to be withheld. 

• The company did not ensure that the above information was given at the meeting and was 
made available as soon as reasonably practical on a website which is maintained on behalf of 
the company. 

 
 
 
     

         
Please consider the below statement in relation to this provision and tick one of the boxes accordingly: 
Yes – none of the above apply – we comply with all parts of this provision. 
No – we do not comply with some or all parts of this provision (in which case the appropriate “explain” 
statement(s) must be made).       

184   CP-E.2.3 Did the chairman arrange for the chairmen of the audit, remuneration and nomination committees to be 
available to answer questions at the AGM and for all directors to attend?       

185   CP-E.2.4 Did the company arrange for the Notice of the AGM and related papers to be sent to members at least 
20 working days before the meeting?  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Explanation of all “No” answers 

Question No Explanation 

85 No new directors were submitted for election in 2012.  

108 Biographical notes of all the directors standing for re-election were provided in the AGM pack issued to members. No reasons were given as to why 

they should be re-elected but this will be corrected for the 2013 AGM. 

109 The Chairman will confirm to members at the 2013 AGM that following formal performance evaluation the individual’s performance remains effective 

and demonstrates commitment to the role. 

165 Specific contact is not made with any group of members regarding remuneration. However, benchmarking is in place for annual re-election and all 

members have the opportunity to vote under the remuneration report. 

178 The member’s panel are contacted by email for their opinions on various matters but no actual meeting takes place. 

179 As per 178 above, no actual meetings take place although feedback from the member’s panel is passed on to the Senior Independent Director. 

180 The annual report did not show how the non-executive directors develop their understanding of member’s views on the Society. This will appear in the 

Annual Report for 2012 to be issued in April 2013. 
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186. Advisory: Does the Board have a policy on gender diversity, which is measured as part of the 
Nomination Committee's section of the annual report, and which is subject to review as part of the board 
evaluation process? (tick all that apply) 

We have a gender policy   
It is measured as part of the Nomination Committee's section of the annual report   
It is subject to review as part of the board evaluation process 
   We have no gender policy at present, but plan to introduce one in 2013 
   We have no gender policy and currently no plans to introduce one 

�

�

187. DECLARATION: this summary is an accurate record of our full compliance review- including the ACGC 
questionnaire- the results from which have been transferred into the comply or explain statement in the 
annual report.  The ACGC questionnaire has been approved by the Chairman, and reviewed and signed off 
by the Board/ Committee of Management. 

confirmed 
 
�

�




