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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
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and British Friendly member

Premium  income increased by 

4.8%
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Linda, 54

Hairdresser, great outdoors walker 
and British Friendly member
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Retired Sales Manager, plant whisperer
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Manpower Planner, proud Mum 
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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  
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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 
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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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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 

Approval of the Society’s 
Underwriting Philosophy 

Collective Board appraisal Approval of 2015 ORSA Review of Senior Insurance 
Managers’ Regime (SIMR) 
readiness 

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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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 36.

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 permissions 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  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 Audit and Compliance Committee is to assist the Board on matters of financial reporting and internal controls 
including regulatory compliance. The Committee members have been selected with the aim of providing a wide range of financial 
and commercial expertise necessary to fulfil the Committee’s duties.  

The members who served on the Committee during the year were:
Chris Radford (Chairman) 
Julie Remmington (left the Board in July 2015) 
Jeff Hayes 

Also in attendance at meetings were the Chief Executive, Risk and Compliance Director and Finance Director.

Key items in terms of reference: 
• Monitoring the performance and effectiveness of the internal and external audit functions.
• Reviewing the annual accounts and recommending to the Board whether or not to approve them.
• Ensuring effective governance of the Society’s systems of internal controls.
• Providing oversight and guidance to the Society on matters of compliance.

During 2015 the Committee met on two occasions. 

Key items considered in 2015

March November

Approval of Society’s financial statements Review of internal audit reports 

Appointment of external auditors Signing off the external audit planning letter

Internal audit strategy Received report on the Society’s Solvency II and Senior 
Insurance Managers Report implementation readiness 

Review of compliance strategy, audit reports and plan Update on accounting changes (FRS102 and FRS103) 

Review of Committee terms of reference and effectiveness Review of Governance Manual  

REPORT AND FINANCIAL STATEMENTS 

Audit and Compliance Committee Report 
For the year ended 31st December 2015
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The key areas of internal systems and controls considered during the year and how they were addressed were as follows:

Membership Systems The membership systems control collection of premiums, payment of claims and hold all 
the relevant personal data of members.  Both internal and external audit functions tested 
the controls in place during the year to ensure they are robust and also that the balances 
reconcile to the numbers reported in the financial statements.

Investments The ownership and valuation of the Society’s investment portfolio is a key risk due to the 
size of the investments it holds.  The Committee sought independent confirmation of both 
ownership and valuation from the external auditors during the year. 

Regulatory matters and 
solvency

The Society operates in a regulated industry and must comply with the regulations issued 
by the PRA and FCA.  It also has minimum solvency criteria it must meet.  The Committee 
reviewed all correspondence with the regulators along with a review of both the current 
and projected solvency positions in the future.

Risk of Management Override There is an inherent risk in any organisation but more so in firms with fewer staff like the 
Society, of management override perpetrating fraud.  Both internal and external audit 
reviewed and tested the internal controls in place to ensure they are robust and working.

Revenue Recognition The risk of misstatement of revenue by recording income which relates to future periods 
was tested during the year and also at year end.  Monthly and annual reconciliation of 
revenue in the membership and accounting systems were carried out and tested during 
audit.

The Committee is satisfied that the work carried out by the internal and external audits was sufficient to address these key areas of 
risk and no significant issues were identified. The Committee is further satisfied that the materiality levels used in the external audit 
were adequate to ensure that the accounts give a true and fair view of the position of the Society at the year end.

The Committee remains satisfied that the Auditors Moore Stephens remain independent. 

Audit and Compliance Committee Report 
For the year ended 31st December 2015
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The role of the Risk Committee is to support the Board and its other committees in identifying, assessing and monitoring ongoing 
and emerging risks facing the Society. The Committee is also responsible for overseeing the adequacy of the operational risk 
management framework. The Committee reports to the Board after each committee meeting on the controls in place to manage key 
risks to the Society and makes recommendations it considers appropriate. The Committee is responsible for ensuring the Society’s 
risk register, risk appetite statement and ORSA are kept up to date. 

The members who served on the Committee during the year were:

Julie Remmington (left the Board in July 2015) 
Chris Radford (Chairman) 
Roy McLoughlin 
Jeff Hayes (from November 2015)

Also in attendance at meetings were the Chief Executive, Risk and Compliance Director and Finance Director.

Key items in terms of reference: 
• Recommending to the Board the strategy and policy for risk management and monitoring its on-going implementation 
 throughout the Society.
• Recommending annually to the Board for approval the Society’s stated risk appetite and risk limits / budgets / tolerances 
 across the full range of risks to which the Society is exposed.
• Reviewing the processes and procedures for ensuring that all risks are properly identified, assessed, mitigated, monitored 
 and reported in a timely, consistent and effective manner.
• Reviewing the procedures for risk evaluation in relation to existing and future business and the related capital requirements.

During 2015 the Committee met on three occasions.

Key items considered in 2015

January April August

Review of the risk appetite statement Review of the risk appetite statement Review of risk management strategy 

Review of the Society’s underwriting 
philosophy 

Review of PRA feedback on ORSA 2014 Approval of Own Risk and Solvency 
Assessment  (ORSA) report and policy  

Review of risk registers Review of information governance 
arrangements

Review of risk registers 

Review of terms of reference and 
committee effectiveness

Recommendation of risk appetite 
statement to the Board 

 
The internal audit function provides independent and objective assurance that the Society’s risk management processes are 
appropriate and are effectively applied. The Chair of the Committee is also a member of the Audit and Compliance Committee as 
this ensures effective sharing of information between the Committees. 

The key risks considered by the Committee during 2015 are outlined in the Society’s Strategic Report on page 18. 
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The role of the Investment Committee is to support the Board and its other Committees in reviewing, monitoring and recommending 
the investment strategy of the Society. 

The members who served on the Committee during the year were:
Jeff Hayes (Chairman) 
Julie Remmington (left the Board in July 2015) 
Roy McLoughlin 
Mark Myers 
Lee Schopp

Key items in terms of reference: 

• Appointing Investment Managers and undertaking a formal review every three years.
• Reviewing and recommending to the Board appropriate asset allocation of investments, having taken advice 
 from the Actuary.
• Upon request by the Investment Managers, review and approve any variations to the Societys’ strategic asset allocation 
 ranges.

During 2015 the Committee met on two occasions. They also held ad hoc meetings throughout the year to discuss specific issues 
arising at the time.

Key items considered in 2015

March November

Society’s investment ranges Approval of budget for investment returns

Review of investment property portfolio Review of investment strategy 

Review of committee terms of reference and effectiveness Review of Investment Managers terms of reference
 

Investment Committee Report 
For the year ended 31st December 2015
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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 
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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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We have audited the financial statements of The British Friendly Society Limited for the year ended 31 December 2015 which 
comprise the Society’s Income and Expenditure Account, the Society’s Balance sheet and the related notes 1 to 22.  The financial 
reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards (United 
Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standards 102 and 103 ‘The Financial Reporting 
Standards applicable in the UK and Republic of Ireland’ , having regard to the statutory requirement to maintain equalisation 
provisions. The nature of equalisation provisions, the amounts set aside at 31 December 2015, and the effect of the movement in 
those provisions during the year on the fund for future appropriations, the balance on the general business technical account and 
on excess of income over expenditure before tax are disclosed in the notes to these financial statements.

This report is made solely for the Society’s members, as a body, in accordance with the Friendly Societies Act 1992. Our audit work 
has been undertaken so that we might state, to the Society’s members, those matters we are required to state to them in an auditor’s 
report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other 
than the Society’s members as a body, for our audit work, for this report or other opinions we have formed.

Respective responsibilities of the Board and auditor 
As explained more fully in the Board Responsibilities Statement set out on page 29, the Board is responsible for preparing financial 
statements which give a true and fair view. Our responsibility is to audit and express an opinion on the financial statements in 
accordance with applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with 
the Auditing Practices Boards (APB’s) Ethical Standards for Auditors.

Our assessment of risks of material misstatement 
We identified the following risks that we believe to have had the greatest impact on our audit strategy and scope:

• the operation and effectiveness of the Society’s Members’ system during the year and specifically the operation of the 
 system over premium income and claims paid to members;
• the valuation and ownership of the Society’s investments at the year end and the recording of transactions throughout 
 the year;
• the Society’s compliance with applicable regulations;
• the Application of revenue recognition accounting: and
• the risk of fraud arising from management override of internal controls.

Our application of materiality 
We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect of misstatements on our 
audit and on the financial statements. For the purpose of determining whether the financial statements are free from material 
misstatement we define materiality as the magnitude of misstatement that makes it probable that the economic decisions of a 
reasonably knowledgeable person, relying on the  financial statements, would be changed or influenced.

When establishing our overall audit strategy, we determined a magnitude of uncorrected misstatements that we judged would be 
material for the financial statements. We determined materiality for the Society to be £160,000 for items impacting the Income and 
Expenditure account, which is approximately 2% of income. We determined materiality of £1,300,000 for items which require 
reclassification on the balance sheet, which is approximately 1.5% of gross assets.

We agreed with the Audit & Risk Committee that we would report to the Committee and management all audit differences in excess 
of £1,000, as well as differences below that threshold that in our view warranted reporting on qualitative grounds. 

Independent Auditor‘s Report 
For the year ended 31st December 2015
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Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable 
assurance that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an 
assessment of: whether the accounting policies are appropriate to the Society’s circumstances and have been consistently applied and 
adequately disclosed; the reasonableness of significant accounting estimates made by the Board and the overall presentation of the 
financial statements. In addition, we read all the financial and non-financial information in the Annual Report to identify material 
inconsistencies with the audited financial statements and to identify any information that is apparently materially incorrect based on, 
or materially inconsistent  with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent 
material misstatements or inconsistencies we consider the implications for our report.

The way in which we formed our response to the risks identified above was as follows:

• In order to address the risk around the operation of the Society’s Members’ system during the year we have tested the 
 operation of the controls over membership records, premium income and claims paid to members. The controls were tested 
 on a sample basis and the extent of testing varied depending on the frequency with which the control is operated.
• In order to address the risk around ownership of the Society’s investments held at the year end, we confirmed the entirety of 
 the holdings to independent third party confirmations provided by the Society’s Custodian. These statements were compared 
 to known movements in the investments holdings in the year through comparison to contract notes and testing of the 
 management’s monthly investment reconciliations
• In order to address the risk around the valuation of the Society’s investments we obtained from independent third parties 
 confirmations of the prices for the purpose of subscription or redemption of interest in the underlying investments in investee 
 funds as at 31 December 2015.
• In order to address the risk associated with the recording of investment transactions through at the year ended 31 December 
 2015 we have tested a sample of transactions to independent documentation.
• In order to address the risk over the Society’s compliance with it’s regulatory environment we updated our understanding of 
 the regulatory requirements and reviewed the Society’s correspondence with its regulators, statutory filings and managements 
 records of compliance with appropriate regulations.
• As part of our testing of the members’ system we performed testing relating to controls over the recognition of premium 
 income and the process for the ensuring the accuracy of changes to members’ records, including new members. We also 
 performed substantive testing on a sample of premium income and analytical procedures to validate whether revenue 
 recognition procedures complied with UK Generally Accepted Accounting Practice
• In order to address the risk relating to management override of controls we have reviewed all significant or unusual entries to 
 ensure they are appropriate and reasonable. We have also reviewed key estimates and judgements for bias.

Opinion on financial statements 
In our opinion the financial statements:

• give a true and fair view, in accordance with UK Generally Accepted Accounting Practice of the state of the Society’s affairs as 
 at 31 December 2015 and of the income and expenditure of the Society for the year then ended; and
• have been properly prepared in accordance with the Friendly Societies Act 1992. 

Opinion on other matters prescribed by the Friendly Societies Act 1992
In our opinion the Report of the Board has been prepared in accordance with the Friendly Societies Act 1992 and the regulations made 
under it, and the information given therein is consistent with the financial statements for the financial year.

Opinion on corporate governance statement
In accordance with our instructions from the Society we review whether the Corporate Governance Statement reflects the Society’s 
compliance with the ten provisions of the Annotated UK Corporate Governance Code specified by the Association of Financial Mutuals. 
We have nothing to report in respect of this review. 

Independent Auditor‘s Report 
For the year ended 31st December 2015
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Matters on which we are required to report by exception 
We have nothing to report in respect of the following:

Under the ISAs (UK and Ireland), we are required to report to you if, in our opinion, information in the annual report is:

• materially inconsistent with the information in the audited financial statements; or
• apparently materially incorrect based on, or materially inconsistent with, our knowledge of the Group acquired 
 in the course of performing our audit; or
• otherwise misleading.

In particular, we are required to consider whether we have identified any inconsistencies between our knowledge 
acquired during the audit and the Board’s statement that they consider the annual report is fair, balanced and 
understandable and whether the annual report appropriately discloses those matters that we communicated to the 
Audit Committee which we consider should have been disclosed.

Under the Friendly Societies Act 1992, we are required to report to you if, in our opinion:

• proper accounting records have not been kept; or
• the financial statements are not in agreement with the accounting records; or
• we have not received all the information and explanations and access to documents that we require for our 
 audit.

D T Slocombe
Senior Statutory Auditor
For and on behalf of Moore Stephens
Chartered Accountants & Statutory Auditor
16th March 2016

Independent Auditor‘s Report 
For the year ended 31st December 2015
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 Technical Account - Long-Term Business
    Note Total  Total
    2015 2014
    (£’000) (£’000)

Net earned premium income 5 5,854 5,600 
Investment Income 6 2,980 3,381 
Unrealised gains on investments 7 - 1,745
Other technical income  35 62

Total Technical Income  8,869 10,788

Claims incurred, net of reinsurance
Sickness benefits to members  (1,419) (1,220)

Change in long-term business provision 16 400 994
Bonuses and rebates 15 (3,425) (3,512)
Net operating expenses 8 (4,488) (4,419)
Investment expense and charges  (99) (98)
Unrealised losses on investments 7 (403) -

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

Transfer from/ (to) Fund for Future Appropriations 14 565 (2,533)

Balance on Technical Account - Long-term Business - - 

Statement of Comprehensive Income 
For the year ended 31st December 2015
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The above results relate wholly to continuing activities. 

The Society has no recognised gains or losses other than those included in the movements on the Technical Account and therefore 
no separate statement of recognised gains and losses has been presented.

The Society has not presented a Statement of Changes in Equity as there are no equity holders in the society as the Society is a 
mutual organisation.
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Assets     Note Total  Total
    2015 2014
    (£’000) (£’000)

Investments:      
Investment in subsidiary undertaking 10a - -
Land and buildings 10b 7,275 5,800
Other financial investments 10c 80,033 82,674

    87,308 88,474
 
Debtors  11 77 36

Other assets: 
Tangible fixed assets 12 668 899
Cash at bank and in hand  93 805

Prepayments and accrued income:
Accrued investment income and rent  562 585
Deferred acquisition costs 13 1,498 1,702
Other prepayments  143 77

Total Assets  90,349 92,578

Liabilities   Note Total  Total
    2015 2014
    (£’000) (£’000)

Fund for future appropriations 14 16,762 17,327
Members’ funds 15 61,736 63,246
Technical provisions 16 10,536 10,936
Trade and other payables 17 1,315 1,069

Total Liabilities  90,349 92,578

These financial statements on pages 42 and 43 were approved by the Board at their meeting held on 15 March 2016 and were 
signed on their behalf by:

Statement of Financial Position 
At 31st December 2015

Chairman

Nick Bayley

Chief Executive

Mark Myers
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1. SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these financial statements are set out below. These policies   
have been applied consistently to all the years presented, unless otherwise stated.

1.1.  Basis of preparation
The financial statements have been prepared in accordance with Financial Reporting Standard 102 and Financial Reporting 
Standard 103 as issued by the Financial Reporting Council and the Friendly Societies (Accounts and Related Provisions) 
Regulations 1994 (‘the Regulations’).

In accordance with FRS 103 on Insurance Contracts, the Society has applied existing accounting practices for insurance contracts, 
modified as appropriate to comply with applicable standards.

Before 2015 the financial statements were prepared in accordance with UK GAAP applicable prior to the adoption of FRS 102 and 
FRS 103, as issued by the Financial Reporting Council, and referred to below as ‘previous UK GAAP’. There are no financial effects of 
the transition to FRS 102 and FRS 103 which require a separate reconciliation to be prepared.

The financial statements have been prepared on the historical cost basis, modified by the revaluation of certain assets as required 
by the Regulators.

The Society has taken advantage of the exemption not to produce consolidated financial statements on the grounds that its 
subsidiary, BFS Member Services Limited, is not material.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical accounting estimates. It also 
requires management to exercise its judgement in the process of applying the accounting policies selected for use by the Society. 
The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to 
the financial statements are disclosed in note 2. Use of available information and application of judgement are inherent in the 
formation of estimates. Actual outcomes in the future could differ from such estimates.

After making enquiries, the Directors have a reasonable expectation that the Society has adequate resources to continue in 
operational existence for the foreseeable future. The Society therefore continues to adopt the going concern basis in preparing its 
financial statements.

1.2  Accounting for net earned premiums
Regular premiums on long-term insurance and participating investment contracts are recognised as income when due for 
payment. For single premium business, recognition occurs on the date from which the policy is effective. Reinsurance premiums 
payable are accounted for when due for payment.

1.3  Accounting for investment income
Investment income includes dividends, interest from investments at fair value and rents. Dividends are included on an ex-
dividend basis. other investment income is included on an accruals basis.

1.4  Accounting for net gains/(losses) on investments
Realised gains and losses on investments are calculated as the difference between net sales proceeds and their valuation at the 
last Statement of Financial Position date or, where purchased during the year, the purchase price.

Unrealised gains and losses on investments represent the difference between the valuation of fair value assets at the Statement of 
Financial Position date and their valuation at the last Statement of Financial Position date or, where purchased during the year, the 
purchase price.

Notes to the Financial Statements 
For the year ended 31st December 2015.
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1.5  Accounting for other income
Other income primarily relates to forfeitures where members have withdrawn money or cancelled contracts before their maturity 
date.

1.6  Accounting for claims and benefits
Maturity claims and regular annuity payments are accounted for when due for payment. Surrenders are accounted for on the earlier 
of the date when paid or when the policy ceases to be included within the long-term insurance contract liability.

Death claims and claims for sickness are accounted for when the Society is notified. The value of claims on participating contracts 
includes bonuses paid or payable. Claims values include related internal and external claims handling costs. Reinsurance recoveries 
are accounted for in the same period as the related claim.

The estimated cost of claims includes expenses to be incurred in settling claims and a deduction for the expected value of recoveries. 
However, it is likely that the final outcome will prove to be different from the original liability established.

Provisions are adjusted at the Statement of Financial Position date to represent an estimate of the expected outcome.

1.7  Accounting for long term insurance liabilities
The long-term business provision is determined by the Board on the advice of the Actuarial Function Holder as part of the annual 
actuarial valuation of the Society’s long-term business. The provision is initially determined in accordance with the requirements 
of the Prudential Sourcebook for Insurers. In accordance with normal insurance practice, certain reserves required for the statutory 
valuation returns are not required to be included in these accounts that are designed to present a true and fair view. This adjusted 
basis is referred to as the modified statutory solvency basis. This makes sufficient provision for future expenses of fulfilling the long-
term contracts and includes a provision for existing reversionary bonuses and current reversionary bonuses declared as a result of 
the valuation. Future reversionary bonuses are implicitly provided for by use of valuation rates of interest below those expected. 
No provision is made for terminal bonuses, which can be varied at any time depending on investment conditions. These liabilities 
are calculated using historic Society experience and include reserves for claims which have occurred but not reported, a reserve for 
unexpired risks and a reserve for claims already in payment.

1.8  Accounting for mutual bonuses and interest
Bonuses to policyholders in the form of interest and bonuses are recognised in the Technical Account Long-Term 
Business when declared and terminal bonus paid.

1.9  Accounting for property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and any recognised impairment loss.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is 
probable that future economic benefits associated with the item will flow to the Society and the cost of the item can be measured 
reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance are charged to the income 
statement during the financial period in which they are incurred

The residual values and useful lives of property, plant and equipment are reviewed, and adjusted if appropriate, at the end of each 
reporting period if there are indicators of change. The carrying amount of an asset is written down immediately to its recoverable 
amount if the asset’s carrying amount is assessed as greater than its estimated recoverable amount.
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Land is not depreciated as it is deemed to have an indefinite useful life.  Depreciation is charged on other assets so as to write off 
the cost or valuation of assets, over their estimated useful lives, less estimated residual value, using the straight-line method on the 
following bases:
Fixtures, Fittings and Furniture 10%  
Computer Equipment 33% 

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where 
shorter, the term of the relevant lease

1.10  Accounting for investment property
Investment property, which is property held to earn rentals and/or for capital appreciation, is stated at its fair value at the reporting 
date. Gains or losses arising from changes in the fair value of investment property are included in profit or loss for the period in 
which they arise.

An external independent valuer, having appropriate recognised professional qualifications and current experience of the location 
and type of property being valued, values the Society’s investment property triennially. Fair values are based on market values. 
Market values are the estimated amount for which a property could be exchanged on the date of the valuation between a willing 
buyer and a willing seller in an arm’s length transaction after proper marketing.

Where current prices cannot be established by reference to an active market, valuations are prepared by considering the aggregate 
of the estimated net cash flows to be received from renting the property. A yield that recognises the specific risks inherent in the net 
cash flows is then applied to the net annual rental cash flows to determine the value.

1.11   Accounting for impairments of non financial assets
At each reporting date, the Society reviews the carrying amounts of its tangible assets, to determine whether there is any indication 
that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated 
in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an 
individual asset, the Society estimates the recoverable amount of the cash-generating unit to which the asset belongs.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying 
amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised as an expense 
immediately, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation 
decrease. Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to 
the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount 
that would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A 
reversal of an impairment loss is recognised as income immediately, unless the relevant asset is carried at a revalued amount, in 
which case the reversal of the impairment loss is treated as a revaluation.

1.12   Accounting for cash and cash equivalents
Cash and cash equivalents consist of cash on hand and balances with banks, and investments in money market instruments which 
are readily convertible, being those with original maturities of three months or less.

Cash and cash equivalents are measured at fair value, based on the relevant exchange rates at the reporting date.
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1.13  Accounting for leases
Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease.

Assets held under finance leases are recognised as assets of the Society at the lower of the assets fair value at the date of acquisition 
and the present value of the minimum lease payments. The related liability to the lessor is included in the statement of financial 
position as a finance lease obligation. Finance costs, which represent the difference between the total leasing commitment and the 
fair value of the assets acquired, are charged to the income statement over the term of the relevant lease so as to produce a constant 
periodic rate of charge on the remaining balance of the obligations for each accounting period.

1.14  Accounting for retirement benefits
The Society operates a defined contribution pension plan under which the Society pays fixed contributions into a separate entity. 
The Society has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all 
employees the benefits relating to employee service in the current and prior periods.
Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. Payments made to state-
managed retirement benefit schemes are dealt with as payments to defined contribution plans where the Society’s obligations 
under the schemes are equivalent to those arising in a defined contribution retirement benefit plan.

1.15   Accounting for deferred acquisition costs
In respect of insurance contracts, acquisition costs comprise all direct and indirect costs incurred in writing new contracts. The Society 
defers only the commission paid to agents and expenses this over 36 months which is the clawback period within agency contracts.  
All other direct and indirect acquisition costs are expensed in the period in which they are incurred.

1.16  Accounting for foreign currencies
Investment assets and liabilities denominated in foreign currencies are translated to sterling at rates of exchange ruling at the end 
of the year. Purchases and sales of investments denominated in foreign currencies are translated at the rates prevailing at the dates 
of the transactions. Exchange gains and losses are dealt with in that part of the Statement of Comprehensive Income in which the 
underlying transaction is reported.

1.17 Accounting for the fund for future appropriations
The Fund for Future Appropriations represents the excess of assets over and above the long-term insurance contract liabilities and 
other liabilities. It represents amounts that have yet to be formally declared as bonuses for the participating contract policyholders 
together with the free assets of the Society. Any profit or loss for the year arising through the Statement of Comprehensive Income  
is transferred to or from the unallocated divisible surplus.

2.     CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES 
In preparing the financial statements, management is required to make estimates and assumptions which affect reported income, 
expenses, assets, liabilities and disclosure of contingent assets and liabilities. Use of available information and application of 
judgement are inherent in the formation of estimates, together with past experience and expectations of future events that are 
believed to be reasonable under the circumstances. Actual results in the future could differ from such estimates.

Fair value of financial assets
Market observable inputs are used wherever possible. In the absence of an active market, estimation of fair value is achieved by 
using valuation techniques such as recent arm’s length transactions, discounted cash flow analysis and option pricing models. For 
discounted cash flow analysis, estimated future cash flows and discount rates are based on current market information and rates 
applicable to financial instruments with similar yields, credit quality and maturity characteristics. This valuation will also take into 
account the marketability of the assets being valued.
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Long term business provision
The valuation of participating contract liabilities is based on assumptions reflecting the best estimate at the time. The valuation 
of non-participating insurance contracts is based on prudent assumptions; a separate calculation is also performed to assess the 
non-participating value of in-force business which is based on best estimate assumptions allowing for a margin of risk and adverse 
deviation. All contracts are subject to a liability adequacy test, which reflects management’s best current estimate of future cash 
flows. 

The assumptions used for mortality, morbidity and longevity are based on standard industry or reinsurers’ tables, adjusted where 
appropriate to reflect the Society’s own experience. The assumptions used for investment returns, expenses, lapse and surrender 
rates are based on current market yields, product characteristics, and relevant claims experience.

The assumptions used for discount rates are based on current market risk rates, adjusted for the Society’s own risk exposure. Due to 
the long-term nature of these obligations, the estimates are subject to significant uncertainty.

The main assumption underlying these techniques is that past claims development experience is used to project ultimate claims 
costs. Allowance for one-off occurrences or changes in legislation, policy conditions or portfolio mix are also made in arriving at 
the estimated ultimate cost of claims in order that it represents the most likely outcome, taking account of all the uncertainties 
involved. To the extent that the ultimate cost is different from the estimate, where experience is better or worse than that assumed, 
the surplus or deficit will be credited or charged to gross benefits and claims within the Statement of Comprehensive Income in 
future years.

Business tax strategies
The Board has considered its attitude to taxation and the strategies in place  in this respect.

This is a mutual society and there is no corporation tax charged on any surpluses generated from the main business of the society  
due to the special exemption granted under section 461C(1) of the Income and Corporation Taxes Act of 1970. All such amounts are 
either allocated to members or reinvested in the development of the business. 

The Society’s main activity is writing  insurance business: either the sale of insurance contracts  with an investment element or more 
recently, sales of a pure sickness insurance product.

These principal activities mean the society makes exempt supplies for the purposes of Value Added Taxation and hence VAT is not 
levied on the premiums written whilst input VAT cannot be recovered on expenses incurred.  The Society does pay employment taxes 
and in the year under review these amounted to £493,523 in respect of PAYE and national insurance payments. (2014: £490,440)

The Board’s overall attitude to taxation is that whilst the Society is duty bound to act in the interests of its members, we do not see 
this as being  inconsistent with making full disclosures and paying over the correct amounts to HMRC in all instances.
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3.    CAPITAL MANAGEMENT
The Society’s key capital management objectives are:
(i)                To ensure the Society’s strategy can be implemented and is sustainable;
(ii)               To ensure the Society’s financial strength and to support the risks it takes on as part of its business;
(iii)              To give confidence to policyholders and other stakeholders who have relationships with the Society; and
(iv)              To comply with capital requirements imposed by its UK regulator, the PRA.

These objectives are reviewed at least annually, and benchmarks are set by which to judge the adequacy of the Society’s capital. The 
capital position is monitored against those benchmarks to ensure that sufficient capital is available to the Society.

The assessment depends on various actuarial and other assumptions about potential changes in market prices, future operating 
experience and the actions management would take in the event of particular adverse changes in market conditions.

The capital requirement in the annual PRA return is the statutory minimum capital requirement plus an additional component for 
each with-profits fund. The statutory minimum capital requirement is based on EU directives.

Management intends to maintain surplus capital in excess of the RCM and ICA to meet the PRA’s total requirements and to maintain 
an appropriate additional margin over this to absorb changes in both capital and capital requirements.

The Society complied with all externally imposed capital requirements to which it was subject throughout the reporting period.

Capital Statement
Life Business UK non-participating  2015     2014
    £000s     £000s
  Total capital resources before deductions  16,762  17,342
  Adjustments to assets  (2,129)  (2,341)
  Total available capital resources  14,633  15,001

Measurement and monitoring of capital
The capital position of the Society is monitored on a regular basis and reviewed formally on a monthly basis by the Board. These 
objectives are reviewed and benchmarks are set by which to judge the adequacy of the Society’s capital and ensure that sufficient 
capital is available.

The Society’s capital requirements are forecast on a regular basis and compared against the available capital and the Society’s 
minimum internal rate of return. The internal rate of return forecast to be achieved on potential investments is also measured against 
minimum required benchmarks taking into account the risks associated with the investment.

In the event that sufficient capital is not available, actions would be taken either to reduce the level of profit allocation and bonus 
paid to members, raise additional capital or to reduce the amount of risk accepted thereby reducing the capital requirement through, 
for example, reinsurance, reducing business volumes or a change in investment strategy.
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Available capital – Long-term insurance contracts
The liabilities in respect of the Society’s participating (with-profits) business are determined in accordance with the regulations of 
the PRA. The Society does not write with profits business to the extent which require the application of the PRA’s “realistic balance 
sheet” regime.

An allowance is made for actions that management would take in adverse conditions, such as reducing bonus rates. The assets are 
taken at market value, estimated where required, with an allowance for the future surplus expected to arise on the non-participating 
business written in the participating fund. The whole of the available capital resources within each participating fund is available to 
meet the regulatory and other solvency requirements of the fund.

Sensitivity of long-term insurance contract liabilities
The value of the long-term insurance contract liabilities is sensitive to changes in market conditions and in the demographic 
assumptions used in the calculation, such as mortality and persistency rates.

Market conditions – Assumptions are made about future investment returns and interest rates when valuing the liabilities, based 
on current market conditions. These also have an effect on the value placed on the assets held to support the liabilities. An adverse 
change in market conditions may therefore reduce the level of the available capital resources.

Demographic assumptions – Changes in the mortality, morbidity, expense or persistency experienced by the business may result in 
the need to change the assumptions used to value the liabilities. This may increase or reduce the value placed on the liabilities. The 
sensitivity of the liabilities to changes in the assumptions varies according to the type of business. For example, a change in mortality 
rates has a different impact for annuity liabilities than for term assurance liabilities.

4. RISK MANAGEMENT AND CONTROL

Risk management
Risk management has a regular place on agendas for the Board and Senior Management Team meetings.

The primary risks the Society faces are as follows:

Insurance risk
This is the risk associated with writing insurance contracts.  Each contract has an inherent risk that claims experience will be higher 
than estimated.

Lower growth volumes
The Society allocates resources based on growth assumptions.  If these are not met then the income may not support the cost base 
of the Society.

Higher lapses
Future profits on contracts assume a certain contract longevity.  If lapses increase then that profit may be reduced.
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Expense risk
The risk that expense inflation exceeds expectations.

Market risk
The inherent risk in investing in financial assets.

Credit risk
The risk that counterparties will default on debts owed to the Society.

The Society uses its Own Risk and Solvency Assessment (ORSA), Risk Appetite Statement and Risk Register to monitor
current and potential risks that could affect its solvency adversely.

An overall risk tolerance is established which is expressed as a minimum level of solvency above the PRA minimum threshold.

Individual risk appetites are then established for each of the primary risks the Society faces.  If these appetite limits
are breached then management actions would have to be taken which may include:

  Reducing annual bonuses and/or terminal bonuses
  Reducing annual interest rate
  Reducing costs
  Raising premiums

No breach of our risk tolerance or risk appetite has occurred in the year ended 31 December 2015.

Sensitivity analysis
The table presented below demonstrates the sensitivity of available capital to movements in assumptions.

Variable    Change in Change in
     Variable Available Capital
      £000s
  Change in morbidity (%CMIR12) inceptions/recoveries  +10%/-10%  (2,635)
  Change in morbidity (%CMIR12) inceptions/recoveries  -10%/+10%     1.764
  Expense allowances   +10%   (1398)
  Expense allowances   -10%     1,381
  Change in interest rates used to discount cashflows   +1% per annum     1,131
  Change in interest rates used to discount cashflows   -1% per annum  (1,447)
  Increase in fixed interest yields – impact on asset value  +20%  (1,271)
  Fall in equity values   -10%   (1,824
  Fall in property values   +20%  (2,118)
 
When interest rates change, any movement in the available capital is partially offset by an opposite change in the value of assets. This 
has not been reflected in the value of change above.  

In a situation where morbidity increased by the levels in the table above, the Society would review its allocation of profits accordingly.
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    2015 2014
    (£’000) (£’000)
5.   PREMIUM INCOME
Income Protection business - regular premiums  5,856 5,602 
Reinsurance premiums  (2) (2)
Net earned premium income  5,854 5,600

 6.   INVESTMENT INCOME   2015 2014
    (£’000) (£’000)
Income from land and buildings  473 462
Income from investments at fair value through income:  
 - Income from loans with subsidiary  49 56
 - Income from listed investments  1,929 2,023
 - Income from other investments  123 60
Net gains on the realisation of investment assets  406 780
    2,980 3381

 7.   UNREALISED (LOSS)/GAIN ON INVESTMENTS  2015 2014
    (£’000) (£’000)
Investment Properties  (167) -
Investments at fair value through income: 
 -  Debt securities  (740) 946
 -  Equity securities  504 799
Net unrealised (loss)/gain on investments  (403) 1,745

8.  OPERATING COSTS   2015 2014
    (£’000) (£’000)
a)   Acquisition costs
Staff costs   1,051 836 
System development  8 23
Marketing and promotions  201 235
Underwriting and medical reports  107 143
Commissions   947 1,049
    2,314 2,286

b)   Administration costs  2015 2014
    (£’000) (£’000)
Staff costs   535 621 
Board fees and expenses  141 126
Actuarial function holder’s fees  115 123
Legal and professional fees  64 47
Depreciation of fixed assets  591 556
Maintenance of software and equipment  454 305
Other administration costs  274 355
    2,174 2,133

Net operating costs  4,488 4,419
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    2015 2014
    (£’000) (£’000)
Net operating expenses include the following:
Is stated after charging:
 - Depreciation charge for the year  591    556
Auditors’ remuneration (inclusive of VAT):  
 - Audit   25       25 
 - In respect of costs of reviewing actuary  7         7
 - In respect of costs of other services provided  2         2
Actuary’s remuneration (inclusive of VAT)
 -Actuarial function holder & with profits actuary  96       83
 -Other fees  19       40

9.  EMPLOYEE BENEFITS EXPENSE  
The average monthly number of persons employed by the Society in the year was as follows:
    2015 2014
Non-Executive Board members  5 5
Staff - Administration  8 10
Staff - Acquisition  14 12
    27 27

The aggregate staff payroll costs were as follows:  2015 2014
    (£’000) (£’000)
Wages and salaries  1,135 1,152
Social security costs  128 123
Other pension costs  101 96
    1,364 1,371

The aggregate remuneration of key management personnel, being the Executive Directors and members of the management team 

was as follows:   2015 2014
    (£’000) (£’000)
Wages and salaries  378 359
Social security costs  51 47
Other pension costs  24 22
    453 427

Full details of Directors’ emoluments are contained in the Directors Remuneration report on pages 36 and 37.
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10.  INVESTMENTS
a)   Subsidiary undertaking  2015 2015
Shares at cost   100 100 

The financial statements of that company show a profit of £nil for the year to 31 December 2015 (2014 - profit of £nil). The net 
liabilities of the subsidiary amounted to £nil at the year end (2014 - £nil).

b)  Freehold land and buildings  2015 2014
    (£’000) (£’000)
             Investment Property       Office Property Total Total
Valuation 
At 1 January 2015                        5,550                                     250  5,800 6090
Additions                               1,641                                      -            1,641 430
Disposals                                -                                              -  - 720
Revaluation                                   (241)                                        75  (166)
At 31 December 2015                6950                                      325                  7,275 5800

The Society’s land and buildings were valued at 31 October 2015 by Mr D J Tillison FRICS, MCI.Arb of Kirkby & Diamond, Chartered 
Surveyors, Bedford. Other investment assets are stated at market value.  The Society occupied property valued at £200,000 and uses 
a car park valued at £125,000 as at 31 December 2015.

c)   Other financial investments   2015 2014
    (£’000) (£’000)
Dated  
Government securities  7,570 8,964
Corporate bonds  31,264 30,166
Bank deposits   2,000 4,000

Undated  
Money market fund deposits  6,500 9,000
Unit Trusts / OEICs  3,345 4,198
Equities   18,252 13,089
Secured mortgages  173 269
Loan to subsidiary  533 666
Cash awaiting reinvestment  10,396 12,322
    80,033 82,624

Total of listed investments included above  60,432 56,417 

11.   DEBTORS   2015 2014
    (£’000) (£’000)
Members   17 21 
Other debtors   60 16
    77 36 
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12.   TANGIBLE ASSETS
                                                                    Fixtures         Computer Total 
                                                                      and          Equipment
                                                                                 Fittings        and Software
Cost:                                                                                    (£‘000)                  (£‘000)                            (£‘000)   
 - At 1 January 2015                                                   125  3,274 3,399  
 - Additions                                                                        3  356 359  
 - At 31 December 2015                        128  3,630 3,758                                                                                                          
Depreciation:                      
 - At 1 January 2015                                                      97  2402 2,499 
 - Additions                                                                        6  585 591 
 - At 31 December 2015                        103  2,987 3,090

Net book value:

At 31 December 2015                                       25                643 668 

At 31 December 2014                                                               27                         872    899 

13.   DEFERRED ACQUISITION COSTS  2015 2014
    (£’000) (£’000)
At 1 January 2015  1,702 1,831
Acquisition costs deferred  739 916
Amortisation   (943) (1,045) 
At 31 December 2015  1,498 1,703

Deferred acquisition costs relate to commission paid to agents on the sale of income protection insurance contracts.
At 31 December 2015 the amount of acquisition costs due in greater than one year was £829,835 (2014: £888,472)

14.  FUND FOR FUTURE APPROPRIATIONS  2015 2014
    (£’000) (£’000)
Balance at 1 January 2015  17,327 14,794 
Transfer to / (from) technical account   -
Long term business  (565) 2,533
Balance at 31 December 2015  16,762 17,327
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15.   MEMBERS’ FUNDS  2015 2014 
    (£’000) (£’000)
Bonuses and rebates
 - Interest on members’ balances  880 1,050  
 - Apportionment      2,173 2,225
 - Interest and apportionment paid to withdrawn members 372 235
    3,425 3,510
Withdrawals during the year
 - Death  1,072 773
 - Retirements  681 373
 - Resignations and lapses  2,287 2,081
 - Other withdrawals  860 991
 -Apportionments forfeited - taken to income  35 62
    4,935 4,280

Net decrease in member funds during the year  (1,510) (770)

Balance at 1 January 2015  63,246 64,016

Balance at 31 December 2015  61,736 63,246

16.   TECHNICAL PROVISIONS  2015 2014 
    (£’000) (£’000)
Balance at 1 January 2015  10,936 11,930
Transfer to technical account - long term business  (400) (994)
Balance at 31 December 2015  10,536 10,936

17.    CREDITORS AND ACCRUALS   2015 2014 
    (£’000) (£’000)
Creditors arising out of direct insurance operation  480 345
Unearned premiums  16 18
Other creditors including taxation and social security  203 137
Accruals and deferred income  616 569
    1,315 1,069 

18.   PENSION COSTS
The Society operates a staff pension scheme based on defined contributions whereby the Society contributes between 7.5% and 
15% of the basic salary of qualifying members.

19.   CAPITAL COMMITMENTS
At 31 December 2015 the Society had no capital commitments (2014 - nil).
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20.   BOARD MEMBERS’ LOANS AND TRANSACTIONS
There were no amounts outstanding at either 31 December 2015 or 31 December 2014 in relation to loans to members of the Board 
and related parties.

The register of loans to members of the Board is available for inspection at the registered office of the Society.

21.   WITH-PROFITS ACTUARY
Statement in accordance with Rule 9.36 of the Accounts and Statements Rules

The Society has made a request to the With-Profits Actuary to furnish it with the particulars specified in 
Rule 9.36 of the Accounts and Statements Rules and the particulars furnished pursuant to the request are
identified below:

a)  The With-Profits Actuary of the Society for the period 1 January 2015 to 31 December 2015 was C Critchlow FIA,     
               an employee of OAC plc.
               He was not a member of the Society or the subsidiary of the Society at any time during the year.

b)    He had no pecuniary interest in any transactions with the Society subsisting at any time during the period.
             
c)    The only remuneration was the fees for professional services paid to OAC plc for the services provided by the 
              firm, and the sum payable in this respect amounted to £96,017 (2014 - £102,542) exclusive of Value Added Tax.

d)    The With-Profits Actuary did not receive, nor will receive, any other pecuniary benefit.

22.   LONG TERM INSURANCE LIABILITY VALUATION ASSUMPTIONS
Long term insurance liability valuation assumptions
The following sets out the assumptions underlying the valuation of the Society’s long term insurance liabilities.  The section also 
details the analysis of change in the Society’s capital resources over the year.  This may be used for the relevant section of the notes 
to the Report and Accounts.

A gross premium method of valuation is used for calculating the Society’s liabilities, aside from the capital accounts which are 
valued at face value. No allowance has been made to treat any individual policy as an asset except those arising on the BFS Protect 
and Breathing Space contracts where credit is limited to no more than 50% of those contracts’ negative reserves.

Discount rate of Interest
Discount rates are set having regard to the return available on the Society’s fixed interest portfolio of assets excluding an allowance 
for credit risk on those assets.  At the end of 2015 a discount rate of 1.75% pa was used (2014: 1.75% pa).

Expenses
The Society’s expenses were analysed between acquisition and maintenance expenses, and the valuation expense assumed 
includes a prudent allowance for future years’ expenses.  Maintenance costs were assumed to be £92 per annum per member 
increasing at a rate of 3.30% pa.  Acquisition costs of £1.84m were assumed for 2016.
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Morbidity
For sickness products, an inception and recovery approach is used based on CMIR12 rates.  The rates assumed for inceptions and 
recoveries were as set out in the following tables.

TABLE of inceptions rates by reference to CMIR12 DP1 rates

Contract type and date
Holloway Protect Breathing Space 

31 December 31 December 31 December

Age Range 2015 2014 2015 2014 2015 2014

Up to 20 20% 20%

45% 45% 45% 45%

20-24 30% 30%

25-29 40% 40%

30-34 50% 50%

35-39 60% 60%

40-44 70% 70%

45-49 70% 70%

50-54 70% 70%

55-59 70% 70%

Female Load 40% 40% Nil Nil Nil Nil
 
TABLE of recoveries rates by reference to CMIR12 DP1 rates

Contract type and date
Holloway Protect Breathing Space 

31 December 31 December 31 December

Week of sickness 2015 2014 2015 2014 2015 2014

0-4 70% 70% 30% 30%

As Protect 
business

As Protect 
business

4-8 80% 80% 60% 60%

8-13 115% 115% 60% 60%

13-26 180% 180% 160% 160%

26-52 180% 180% 160% 160%

52-156 180% 180% 160% 160%

156+ 85% 85% 85% 85%
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Persistency
Lapses are assumed at 3.0% per annum for the Society’s non-commuted Holloway members, 4.0% per annum for the Society’s 
commuted Holloway members, and at a rate of 20% in the first year and 17.5% a year thereafter for the Society’s Protect and 
Breathing Space business.

Mortality
Mortality rates are set by reference to standard actuarial tables.  At the end of 2015 mortality in line with 30% of AMC00 Ultimate 
was assumed (2014 - 30% of AMC00 Ultimate) for non-commuted Holloway, Protect and Breathing Space contracts, and at a rate of 
55% of AMC00 Ultimate (2014 – 55% of AMC Ultimate) for commuted Holloway contracts.

Options and guarantees
The Society has no options or guarantees and accordingly holds no reserves for them.

Analysis of change
There has been a marginal reduction in the Society’s available capital resources from 31 December 2014 to 31 December 2015.  This 
is predominantly because of the generally low investment return climate over the year and continued investment in the Society’s 
growth plans.  An analysis of change is set out below:

    Change in  Available
    Available Capital Capital
    £000s £000s
2014 Available Capital   15,001
Investment gains  1,751  
Trading surplus  2,537
Change in methodology and basis  (124)
Cost of new business  (2,940)
Impact of lapses and maturities  1,050
Cost of interest and apportionment bonus  (3054)
Change in asset admissibility  182  
Other    230
2015 Available Capital   14,633
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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 

 

60



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 
At 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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