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Overview

¥ \\e have been with Foresters for
some years and appreciate the

products and services they offer
and cannot thank them enough. #¢

A satisfied Foresters member, 2024




c o o Overview

Chairman’s
Report

Challenges

2023 has been a difficult year for many of you | am sure, and the Society is
not immune to similar challenges which have arisen largely from changes in
economic conditions over the last 18 months. Against this backdrop, the
Board has spent much of 2023 considering the future strategic direction of
the Societyand how to address the challengesit faces.

As | have reported to you in the past, the Society has for some time
struggled to make its individual product range profitable due to the lack of
sufficient scale. It has only been possible to continuing offering individual
products through subsidisation from the profitable Group insurance
business we operate. The Board concluded that this position was no longer
sustainable, and that immediate action had to be taken.

#! The Board has spent much of 2023
considering the future strategic
direction of the Society and how to
address the challenges it faces. #4

Trevor Batten, Chairman




Chairman’s Report (continued)

Individual With Profits business

You may have seen in recent announcements the
decision was taken to closethe So c i eptery witl-

A This may come with a multi-million pound price
tag, which is a spend the Board wishes to avoid.

A In addition, the Society lost £6.6m as a result of

profits fund s the Order Insurance Fund ( B OfromY ) ,the decision taken in January 2024 to close the

mid-2024. This was for a multitude of reasons,
including:

A The with-profits business line is loss making. In
2023, new business losses of £1m were made in
respect of the new plans sold in the OIF. With-
profits business is complicated and this makes it
expensive to administer. This is compounding
the So c i disegokbmies of scale.

A With-profits business is less transparent than
unit-linked  business, thus increasing the
potential for poor outcomes under Consumer
Duty because the member does not understand
the policy they have purchased.

A With-profits is a declining market and there is
considerable downside risk to the business plan,
e.g. sales targets and acquisition expense cuts

already baked into the plan may not be
achieved.
A The Soc i e tompettive advantage has

weakened over 2022/2023 in respect of with-
profits  products. They are often now
uncompetitive with Cash ISA rates and other
savings products which are very low risk due to
the significant increases in the Bank of England
base rate.

A Significant work and monetary investment will be
needed to improve our products, operational
processes and the policy administration system
which supports a with-profits business, which is
complicated in nature.

OIF fund to new business from 30 April 2024.
This loss is the crystallisation of future expenses
expected to be required in respect of continuing
to administer policies written in prior years.

The with-profits business which has already been
written will remain in force and be serviced under
the terms and conditions of each individual
p ol i cy hcontratte witkt he Society, which for
some policies permits additional premiums to be
paid. Closing the with-profits products to new
business does not change the fact the Society has
an existing book of policyholders to continue to
support and | know our dedicated staffing team will
continue to service members to the best of their
ability.

The Board has assessed the B r -o h df the with-
profits business, and concluded it continues to be
inthe po | i c vy hbest idterests that the Society
maintains the run-off of these policies itself. | feel it
is important to acknowledge the work done by the
staff and management, led by the Executive team,
to facilitate this.

This decision does not affect our Courts directly as
no members will be automatically leaving the
Society upon closure of the OIF. Policies will
continue to their natural conclusion. The customers
will remain members of the Society and, therefore,
be entitled to the membership benefits available to
all, specifically the ability to be an active Court
member if they so wish.
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Individual Unit Linked products

Our unit-linked products have also been
considered at length and concluded to be simpler
products for the average consumer to understand
compared to the with-profits equivalent. The unit-
linked product is also more cost effective for the
Society to maintain. Monies invested are matched
to the policy and therefore offer greater
transparency and a more direct link to the
performance of the underlying holdings.

During 2023, the So c i eegwatdrs, the PRAand
FCA, granted the wvariation of regulatory
permissions to allow the Society to sell unit-linked
products under the Foresters brand going
forwards, rather than just the POIS brand which
was the historic limitation within the permissions.
The Foresters brand is believed to have a wider
recognition and more traffic to its online channels
to be able to successfully build any future individual
product set.

TheS o c i es3lugidssale s products are profitable
at the margin, but not once the overheads are
loaded in. It is therefore challenging at the current
time to retain unit-linked products that require any
kind of significant acquisition costs to B s dhlerh.d
This being the case, the Board concluded that the
Society needed to significantly reduce its marketing
overheads and remove costly incentives and
commissions on new unit-linked product sales. For
now, the Board has concluded that unit-linked
business should be offered on a non-marketed

basis through digital applications only. TheSoci et y Y

existing unit-linked products therefore remain open
for purchase through its website, digital
intermediaries such as the Royal Mail employee
benefits platform, or through a Court Introducer .
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Chairman’s Report (continued)

A future for individual products

The culture and history of the Society are the
predominant drivers of the need to offer individual
business products, but these must be both
compelling and not bring unacceptable levels of
additional risk to the Society.

The desire to offer individual business products is
not diminished by the decisions taken to date.
Timing is important here; it is the right time to stop
selling the existing individual-lines products in loss
making ways, the losses being mainly driven by the
costs of sale. It is not the optimal time to launch a
full new response to a highly competitive and
increasingly finite market dominated by a small
number of larger players.

I would reflect that this is an opportune moment to
react in a deeply considered and well-planned way
to a period of change in the So c i eistgrygs
largely driven by the economic climate, which has
made investment-backed savings products less
popular due to the returns now available from cash
savings products again.

the unit-linked product set and growing the
S o c i 6GroupHusiness lines.

At the time of writing this report, the agreed
strategic direction and associated business plan
is being subjected to a series of stress tests
through the So c i eGwyg thslvency & Risk
Assessmentprocess( BORSAUY)

Court membership

Offering individual insurance products brings
members to the Society, some of whom go on
to become active Court members. In addition to
reviewing the individual product offering, the
Court Strategy work is vitally important for the
future development of the Court Network. A
comprehensive and compelling membership
proposition in its own right is likely to attract

more active members to the So c i eouytdd s

than the individual lines insurance business.
Whilst holding an individual financial policy
provides you with automatic membership of the
Society, some policyholders are solely seeking a

The Board needs to deal with the S o c i duture & ssecure financial plan expected to deliver good

strategy in stages. Firstly, it needs to prioritise
rationalising the current product set and
restructuring this into something that leads to a
viable future business model. This is what the
decisions made in the last few months are aiming
to achieve.

The Board has not ruled out investigating individual
protection products or white label partnerships in
the future, but this is unlikely to happen until at
least 2025. The focus for 2024 needs to be on a
continuing review of the design and distribution of

customers outcomes and may have no
intention or desire of becoming actively
involved in the Court activities. It is therefore

prudent to seekto growthe BCo Me mber s hi

product as well as individual savings or
insurance products to ensure Courts can
continue to thrive with an active membership
base.
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Group business

The Board continues to support the management
team in pursuing growth of the Group business
line. Consolidating and developing the growing and

profitable Group business builds up the Soci et y Y

member capital. A stronger member capital base
will provide more opportunities for the Society in
the future in terms of capital headroom to develop
and sell new products or make significant monetary
investments in improving our internal operations.

A successful group business could be used to
transfer profits to the Court network and/or the
central discretionary funds, as charities that have a
commercial operation whose profits are used to
fund charitable activities would do e.g. the Royal
British Legion. This would be a more effective use
of the money for Courts than subsidising loss-
making individual products in the hope that those
individuals go on to become active members of
Foresters.

Society projects

There are many other internal projects also being
progressed from the continuing roll out of the
Member portal and redesign of the Court portal to
.the lgegulatory projects around Consumer Duty and
O%erational Resilience

It is fair to say that we are expecting a lot of our
lean staffing team, and they continue to deliver
against  the backdrop of redundancies,
considerable change management projects,
increasing regulation and future uncertainties. |
wish to put on record my thanks to them all for the
hard work they undertake for the Societyand its
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Chairman’s Report (continued)

members on a daily basis. None of what we have
achieved would be possible without them.

Conclusion

We all want our Societyto progress, but there is no
progress without change.

The Board has made strategic decisions in the last
few months which may feel uncomfortable to you
because of the changes being made and the
uncertainty that lies ahead.

But please rest assured, this is not B t eginning of
the e n do® our Society. The Board sees these
changes as necessary to react to a changing
economic and competitive landscape and set up
the Society for a long and successful future . Work
will continue throughout 2024 to review the
individual product range to see what can be offered
profitably,  whilst providing good customer
outcomes and continuing to bring new members to
our illustrious Society.

TM Badka

Trevor Batten
Chairman
31 May 2024




c o o Overview

Chief
Executive’s
Report

Last year, | reported to you that 2022 had been a challenging year for the
Society. 2023 has faced many of the same issues - geopolitical conflicts,
inflation, investment market volatility and rising Bank of England base rates.
The prevailing economic conditions continue to squeeze household purses in
what has become known as the ¢ c eo&lti v crisig $Vhilst the short-term
challenges are largely economic, the S o c i donhgrtéirm challenges remain
unchanged and the Chairman has covered this at length in his statement.

| have set out below key messages relating to our 2023 performance and the
expected impact of the new strategic direction on our 2024 operations
and beyond.

4! Customer behaviour has switched Voo P Individual business

from saving Iorge Iump sums to ) 2023 individual premium income totalled £19.5m (2022: £20.1m). New business
soving little and often. #4 | single premium income decreased by 8% to £9.1m (2022: £9.9m). The cost-of-

‘ living crisis and application by the Society of a market value reduction to some
plans have had an impact on new business volumes and values in 2023.
" Customer behaviour has switched from saving large lump sums to savingB | i t t |
Rachel Webb, Chief Executive and o f t.&Empbyee unrest in Royal Mail centres has also affected the sales
volumes of the POISIntroducer and RoyalMail channels, affecting the total




Chief Executive’s Report (continued)

number of plans opened. New annual premium
income decreased by 19% (2022: increased by
62%).

Total policy volumes decreased by 11% over 2023.
The overall number of Society members did
increase slightly by 394 to 62,313 at the end of
2023. This increase was primarily driven by an
increase in Guernsey general insurance members.

Individual business remains loss making for the
Society due to its lack of scale. As outlined in the
Ch ai r nraport she Board has agreed to a
strategy to improve this position .

47 Over 2023 the asset share of the
Order Insurance Fund Increased by

+9.6%. M

Rachel Webb, Chief Executive

Group business

The So c i group thsurance business continues
to grow sustainably through new scheme wins,
additional cover being added to existing schemes
and successfully retaining schemes which are up
for renewal. This business line is profitable and
allows us to subsidise individual savings products .
Total premium income from this source was
£16.3m (2022: £16.0m).

Financial Performance

Overall premium income has reduced to £35.9m
(2022: £36.1m). Along with the reasons described
above, the Society has seen an increase in policy
exits in 2023 as people require access to their
savings during the cost-of-living crisis. As policies
close, premium income reduces and individual
policy surrenders increase, thus increasing the
claims incurred we are reporting . Group business
claims were also higher than expected in the first
half of 2023, returning to more typical levels in the
second half of the year. This led to a total claims
figure for the year, excluding general business, of
£33.7m (2022: £34.3m).

In the US investment markets, November and
December saw the biggest 2-month easing of
financial conditions on records. Equity markets
posted gains in excess of 10% over the quarter and
rates rallied. Other major developed markets
followed suit, with the US markets providing the
directional momentum . This was positive news for
the performance of the So c i eibvgstnent
portfolios, reversing some of the negative
performance from 2022. Over 2023, the asset
share of the Order Insurance Fund increased by
+9.6% (2022:-11.6%). The Non-Profit Fund returned
+4.48% (2022: -9.2%) and the POIS with-profits
fund returned +8.96% (2022:-18.4%)).

The So c i engjor Haddings in equity remained in
the POIS unit-linked business funds where the
investment risk is borne by policyholders by design.
Due to the high allocation to equities in these
funds, the unit prices increased over 2023, with the
POISSavingsfund returning +16.0%

Overview
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(2022: -17.7%) and the POISFlexible Growth Fund
returning +14.8% (2022: - 17.2%).

Insurance expenses have increased to £6.8m
(2022: £6.2m). The majority of the increase relates
to arise in acquisition costs. This is because some
commission fee structures are paid based on the
number of policies introduced rather than the
premium income those policies generate for the
Society,and our volumes sold have increased.

The result of the above items was a net insurance
loss for the year, before the OIF closure costs, of
£3.1m. The total loss for the year, including the
£6.6m OlFclosure items was therefore £9.7m.

The S o c i ecapitabesoverage ratio ( ¢ C Chas? )

shown a decrease at the end of 2023 to 112%

(2022: 142%) and sits slightly below the Boar d ©s

capital risk appetite. This decrease is due the
decision to close the So c i erdgrdissurance
Fund which caused a material one-time loss in
2023 of £6.6m. The S o c i eavajlable capital
resources in the UK insurance funds at the year-
end was £16.2m (2022: £26.0m) and the capital
coverage ratio was 137% (2022: 232%), which is
also slightly below the B o a r capitad risk appetite .
The capital coverage ratios are expected to
increase in future years following the closure of
the loss making new business in the OIF.
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Operational Change

In summer 2023, we launched our Member Portal.
This now allows members who purchase a new
plan to view their policy details online for the first
time. This was the first phase of the launch for new
business, with access for existing members being
granted in further phases as data is cleansed
appropriately . Anyone who took out a policy from
the start of 2022 onwards has now been invited to
register for the portal (providing they have
provided the Society with an e-mail address). Work
continues to invite additional members to register.

Our digital change programme also included the
launch of digital incentive vouchers. This allows
members with qualifying policies to receive their
incentives digitally with a wider choice than the
traditional M&S vouchers the Society has
historically offered. This was a welcome change for
the operational teams fulfilling incentives as the
process moved from highly manual to largely
automated .

Operational resilience and simplification of the
Society has been a driving force behind all projects
commissioned. During 2023, we completed the
rationalisation of our closed with-profits funds,
merging the closed Pure Endowment Fund, Tunstall
Fund and Leek Fund into the open Order Insurance
Fund. This was motivated by the risks of managing
a small and declining number of plans in separate
funds. The opportunity for future investment
growth could be affected through a limited choice
of investment strategy for a small fund and costs of
running the fund being charged across a low
number of policies. In making this change, the
Board consulted the Financial Conduct Authority

( ¢ F @ha #inpncial regulator, as part of its decision-
making process and no objection was received.

The finance team successfully completed a project
to move our Head Office payroll away from an
external provider to an in-house solution, which has
also provided a digital employee expense claims
process for the first time. This reduces costs and
provides more flexibility to the payroll timetable
each month. Finance also completed a project to
transiton to a new investment portfolio
management approach s bringing one small, closed
unit-linked fund away from AXAto the Soc i
direct management as a trial. The intention is to roll
this out to the entirety of our investment portfolios
soon if successful.

The Society has two defined benefit pension
schemes which require active management.
Following the resignation of the Chair of the
Trustees for both schemes during 2023, we ran a
tender process to appoint an Independent External
Trustee. The expertise the appointed individual has
bought to the Trustees group has been invaluable.

e
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Culture and Customer Outcomes

As | have reported in previous years, we run an
anonymous annual staff survey to obtain feedback
from my colleagues on their level of engagement
with the Societyas an employer.

The most recent employee survey, conducted in

autumn 2023, resulted in a Best Companies ¢ On e

to Wa 't c dcdreditation, meaning that we have
demonstrated good levels of workplace
engagement, including an overall improvement on
they btévious survey. We ranked as #75 for Best
Small Company to Work For in the UK, #98 for Best
Company to Work For in the South East, and #31
for Best Financial Service Company to Work For in
the UK

During 2023, a large focus was placed on
g Co n s uDwetry & new requirement from the
Financial Conduct Authority to ensure that financial
services firms serve customers to a high standard.
The FCAhas been very clear in its messaging that
this is not a ¢ On arel D o n exkrcise and they

The Society has the intention to execute ¢ b ¥y t sekpect the principles of Consumer Duty to be

of both schemes, whereby the financial risks and
liabilities for the schemes are passed to a third -party
insurer . This takes risks away from the Society, whilst
ensuring that the current and future pensioners in
the schemes are still looked after by a reputable
insurer. Work is now being progressed on reviewing
benefit specifications drafted by the pension
schemes' lawyers to be able to provide to our
chosen third -party insurer for production of a
transactable quote for the buy-out. We have also
appointed a firm to deal with the risk transfer
advisory aspects of the process and work will
continue during 2024.

alwaysadopted and monitored on aregular basis.

As a mutual, member outcomes are at the heart of
what we do and in addition to our products, we
also provide a range of worthwhile member
benefits to our members at no additional cost and
therefore it may seem obvious that we would meet
the requirements of Consumer Duty. Nonetheless,
a significant amount of work was undertaken to
review each of our products which are open to
purchase at the current time against the Consumer
Duty rules. The reviews covered four main areas s
products and services, price and value, consumer

understanding and consumer support.
10




Chief Executive’s Report (continued)

| am pleased to report that all open products
met the Consumer Duty standards.

The rules also extend to closed book products
12 months later, with a deadline of 31 July2024
to complete the reviews and to give firms more
time to bring these older products, that are no
longer on sale, up to the new standards. We are
currently working through this process which will
be a significant piece of work given the Society
has almost 200 legacy products to consider. It is
likely that these products will be considered in
cohorts of similar featured plans, particularly for
very old policies where there are often less than
100 plans still in force.

Governance

The Nominations Committee recruited a new
Finance Director in 2023 following the
resignation and departure of Nick Warr in July
2023. Mark Allen, formerly Chief Finance Officer
and Chief Risk Officer at Holloway Friendly
Society, was appointed to the position and
commenced work with the Society on 2 April
2024.

Given the period of time between Ni c
departure and Ma r k ébmmmencement, an
Interim CFO,John Mills, was recruited to perform
the regulatory role SMR2 - Chief Finance Officer
during the intervening period. An application for
Mark to hold SMR2 has been submitted to the
regulatory authorities. Once this has been
granted, Mark will be co-opted to the Board and
eligible to stand for election at High Court,
expected to be in summer 2025.

k O
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On 3 August 2023, Richard Dickinson, the So c i e t hhi&#tis now possible for the first time following

existing Chief Risk & Compliance Officer, was
promoted to Risk& Compliance Director. Richard will
be standing for election as an Executive Director at
High Court 2024. Having already worked with
Richard for a number of years, | am confident he will
add valueto the So c i 8darg &f Directors.

Future Strategy

The Chairman has outlined in his report the change
in strategic direction commencing in 2024, and so |
will focus on what this means operationally for
the Society.

The So c i epen Wish-profits fund, the OIF, was
closed to new business on 30 April 2024. The Society
will be moving away from with-profits products for
the reasons outlined on page 5. Policies already in
force will continue to receive service until maturity
and regular premium contributions will continue to
be collected. Customers are also still able to make
additional Bt a p fdemiums to their plans where
product terms and conditions allow (e.g. ISA
products). The policyholders will remain member of
the Society and, therefore, be entitled to the
mbership benefits available to all, specifically the
ability to be an active Court member .

The individual unit-linked TESP, CTEP and SIP
products will remain open to new business
applications. A thorough review of the design of
these products will be undertaken later in 2024. This
will include consideration of launching these
products, or similar derivatives thereof, under the
Foresters brand.

the granting of a variation of permissions by the
regulators in late 2023 to allow unit-linked
business to be sold under any brand, not just
POISas has historically been the case.

Growing the Group business line into new
markets is a top priority for 2024. We have hired
a dedicated business development consultant to
assist us with expanding our network of
contacts, particularly in the Group intermediary
market and a number of meetings are currently
in progress. The strategy is to focus on our
group life insurance product offering in the first
instance, predominately in the small/medium
sized employer marketplace. To support growth
in this business line, the Society is investing in a
new IT system for the group business and a
discovery phase was completed in 2023. Thisis a
small self-contained system and the cost of a
build is likely to be c.£0.25m which is
manageable from the So c i ednypkedfed fund
reserves.
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Courts
Court Strategy

The Court strategy work undertaken during the
year was led by the Membership Committee in
response to proposition 18 from High Court 2021.
Following publication of the B Wh iPta @ eénretkly
2023, High Court 2023 voted on a proposition to
fund and deliver the future strategy for our Courts.
This was centred around three major initiatives:
Investing in Growth, Court Improvement and a
National Visibility Campaign aligned with the High
Chief R a n g €hatitg, Youth Sport Trust. Further
details are provided in the Strategic Report on
page 13.

The Risk& Compliance Director will be attending all
Membership Committee meetings as a non-voting
member going forwards to ensure the Membership
Committee have accessto the resources they need
to complete the Court Strategy work successfully.

After much time spent gathering requirements
from various stakeholders, we have designed a
replacement Court Portal which will be built in
2024. The original scope was to replace the existing
Court Portal with improvements, but during
discovery sessions, the potential scope has
expanded to include replacement of the existing
Events Portal, integrating it into the new Court
Portal, and, including native in-app email
functionality to allow Court Secretaries to better
and more easily communicate with members. Work
continues on this during 2024.

Court Financial Performance

Net Court operating income, before investment
gains and losses, totalled £0.1m (2022: £0.6m).
Total investment return on the Court Investment
Fund was 5.7% (2022: 6.9%). Investment income
paid through member allowances and CIFinterest
rate represented £3.8m (2022: £3.6m). Capital
losses and Leeds Investment Association interest
allocated to the CIFunit price represented £0.2m
(2022: £0.5m gain), decreasing the unit price to
£1.07 compared with £1.08 at 31 December 2022.

Thank You

Running the Society requires a team who use their
talents and skills to continually improve our Society
and deliver the best for our members each and
every day. A dedicated and reliable set of
colleagues is the best gift that a leader can ask for,
and | certainly have this at Foresters. | Wit to take
this opportunity to thank our team who support
me in delivering the S o c i gidion &hd serving our
members. The significant changes in strategy
announced, and resulting redundancies, will have
been unsettling for many | am sure, but they have
handled this with resilience and stayed focussed
on their roles despite the challenging and changing
environment .

To the marketing team specifically, | want to thank
those who have left us following the restructuring
for their time with the Society. Whilst their roles are
redundant, they have all given service to the
Society and help to their colleagues during their
time with us. They will be missed, and we wish
them all the very best in their future careers. | have
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every confidence they will flourish wherever
they work and will be a key part of their new
team, as they have been an important part
of ours.

Summary and Outlook

The Society is going through a period of
significant change, as it has done a number of
times in its 190-year history. But change does
not have to be a bad thing and is often
necessary to improve and truly thrive.

Please continue to support and engage in
the strategic projects being undertaken, and
remember we are all looking for the same
outcome - to grow the S o c i anemgbership
base and secure a successful future for our
beloved Society.

7=

Rachel Webb
Chief Executive Officer
31 May 2024




Strategic Report

About Foresters

We have been helping families for over 185 years.
The Ancient Order of Foresters Friendly Society
Limited, which trades as Foresters Friendly Society,
was established in 1834, although our origins lie in
a much older society called the Royal Foresters,
formed around 1745.

Before the development of the National Health
Service, employer-sponsored welfare benefits and
easily accessible financial services, friendly
societies played an important part in the lives of
many people. Our first members came to
recognise they had a duty to assist their fellow
men who fell into need ¢ athey walked through
the forests of | i.fThig need arose principally
when a breadwinner fell ill, could not work and
received no wages. lliness and death left families
financially distressed and often destitute .

Addressing this need has been the main purpose
of Foresters Friendly Society throughout its long
history. Members recognised that by paying a few
pence a week into a common fund, they would be
able to receive sick pay and funeral grants
when needed.

Foresters is a mutual insurance business with a
social, fraternal and benevolent mission. The
Society delivers a wide range of benefits to
members, including savings, investment and
insurance products and additional fraternal
benefits, called Foresters Extras. As a mutual
Friendly Society,there are no shareholders:

insurance business profits are distributed to with-
profits policyholders in the form of bonuses and
returns on Court Funds are used for the benefit of
all members through the Foresters Extras
membership package.

The Society offers products that are simple,
flexible and affordable and are backed by excellent
customer service. Products range from individual
with-profits and unit-linked savingsand investment
policies to group life and sickness insurance. Every
individual Forester has accessto a unique range of
valuable Foresters Extras, from free nurse advisers
to discretionary grants in time of need, all made
available at no additional cost.

The Society encourages members to participate in
local branches, known as Courts. The Society has
188 Courts spread across the UK and the Channel
Islands that meet socially on a regular basis to
provide friendship and support to one another.
Each Court is responsible for its own affairs. As
well as having policyholders as members, the
Courts have social members who hold
membership of the Society without the need to
purchase a financial policy. This gives accessto the
social, fraternal and benevolent activities of the
Society.

The Society is led by a Board consisting of
Executive ( ¢ E add) Non-Executive Directors
( ¢ N EThé Board is responsible for developing
the strategy and the Business Plans of the Society,
and the NEDs provide constructive challenge,
advice and oversight to management.

000
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Obijectives and Strategy

As a Friendly Society, we offer a service which aims ' —
to make a positive impact on the lives of members. Strategic goals Strategic priorities

Our overarching vision is to be the leading

mutual provider of worthwhile financial products Grow the Society’s e Seek out further merger or acquisition opportunities to increase scale.

promoting caring values through our member membership base e Attract new members to the Society through our membership proposition and member
communities . The Society is committed to be the benefits.

most member -centric mutual by: e Optimise value of our membership proposition by delivering the Court strategic priorities.

e Deliver new IT systems to:
1. Improve business efficiencies and realise cost savings for the benefits of all members

2. Enhance distribution channels to reduce the cost of acquisition and deliver increased
A offering valued financial products; premium income

A modern digital technology to service 3. Develop member engagement with the option of digital delivery and member portals
to enhance the customer journey and service delivery for members and advisers.

A listening and being accessible to members
and customers;

and communicate with members; and

A meeting our ¢ u's t o expectations. Achieve a viable and consistent e Grow the Group protection business, providing diversification of risk and enhancement to

The Board regularly reviews the So c i sttategy s operating environment for future member value from the profits it generates.

and implements strategic projects that seek to profitability, capital and * Write profitable individual business and reduce acquisition and maintenance expenses on
secure long-term benefits for our policyholders. The solvency these products to a sustainable level to facilitate this.

current strategic goals are set out to the right: e Offer a diverse, responsible investment strategy to maximise policyholder returns.

e (Optimise risk-based capital.

Culture and customer e Conduct regular member satisfaction surveys to collect and react to feedback.

outcomes * Evidence that we provide good value investment products, maximising returns in the medium
to long-term for policyholders, in a manner that is sustainable to the Society in the long-term.

¢ Be a great employer — develop, support and reward our people to ensure they are high
performing and providing our membership with excellent customer service.
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Business Model

Sales

The So c i dnswadce business can be divided
into two s individual products and group schemes.
The individual products are sold directly via online,
telephone  and postal channels, through
introducers and via independent financial advisers
(IFAs) The group schemes cover police federations
and charities and are sold through brokers.

The Society trades using two brand names s
gFor eBrierglly Soci and ¢ P O.1TBe}e two
brands are used concurrently in different channels
to optimise the So c i emarkedng strategy and
drive new business sales.

What we sell

The Society offers financial products that are
simple and affordable, backed by excellent
customer service. The main individual products on
salein 2023 were:

R regular premium
(TESPCTEPSIP)

unit-linked savings plans

R with-profits individual savings  account
(ISALISAJISA)

R with-profits investment bond; and

R regular premium  with-profits whole life

assurance for the over-50s.

The Guernsey Court provides primary healthcare
insurance to Guernsey and Alderney residents.

Group products insure death and terminal illness,
critical illness, and loss of pay from being off sick.

How We Market & Sell

Our individual products are promoted in a number
of ways:

R online advertising and social media (Affinity
sites, Facebook, Twitter, LinkedIn and others);

R direct mail and our Member Services telephone
team;

R corporate employee benefit platforms ;
R Introducers (POISand Court); and
R Independent Financial Advisers (IFAS)

Group business is sold via specialist brokers.

Key Markets

Individual Business

The Society seeks to offer products and benefits to
members from all age groups and has an individual
product portfolio that provides options for saving
from birth to old age.

Older members are the most active members of
the Courts making the most of the companionship,
social activities and benefits. We want them to be
advocates of Foresters and to introduce Foresters
to their friends and relations in our target markets.
To this end, we enthusiastically encourage
standalone membership as well as offering
financial products.

Group Business

The So c i ekeyyntheket in Group business is
police forces based within the United Kingdom.

Overview
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Foresters Extras — Member Benefits

When taking out any of our financial products, a
policyholder automatically becomes a member
with access to Foresters Extras, our member
benefits package, at no additional cost.
Membership can also be purchased as a stand-
alone product to gain accessto Foresters Extras.
The package of benefits includes grants for items
such as:

R Financial support for children s as part of
our benevolent approach, the Foresters Child
Support Fund was set up to commemorate
members who died during the First World
War. Today the f u n gup®se is to provide
financial assistance for children (up to and
including the age of 18) who need it.
Circumstances that would be considered for a
grant include:

s Children who are bereft of one or both

parents;

s Children who have parents that are
incapacitated;

s Children who are themselves
incapacitated or have special needs;
and

s Children who are carers.

For the Child Support Fund, future expected
grants from the fund amount to ¢.£420,000
at 31 December 2023 and future funding is
monitored and actively managed by the
Society.
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R Financial support T The Foresters Support
Fund provides discretionary grants to assist
our members in times of hardship. For
example, w e Yleen able to help members
affected by floods and members directly or

indirectly  affected by the COVID19
pandemic.
R Member care 7T Our Member Care Benefit

Fund provides discretionary convalescent
grants, to assist members recuperating after
short or long illnesses by providing a stay in a
convalescent home, and funds a personal
nursing advice service for our members
provided by RedArc.

A Educational awards i The 150th Anniversary
educational awards fund provides grants for
members aged 16 and over who are in
further education and studying for a
recognised qualification, to help with
expenses such as books and IT equipment .

A Healthcare grants i The cost of everyday
healthcare can add up. You may need some
work done at the dentist, need an eye test
and some new glasses, visit the chiropodist
or assistance with your other healthcare
needs. Our discretionary healthcare grants
can help you cover the cost of your everyday
healthcare needs.

A Other grants i Our Courts offer a range of
other  discretionary benefits to their
Members to assist with the financial
challenges of everyday life.

The amounts paid out in discretionary grants were
as follows:

Discretionary Grants 2023 2022
! (£000) F0[0]0)

From Centrally Managed Court

Funds:

Foresters Child Support Fund 104 93
Foresters Support Fund 95 54
Member Care Benefit Fund 125 132
150™ Anniversary Educational Award 91 85
Fund

From Local Gourt Funds:

Dental & optical grants 542 485
Other Court awarded discretionary 476 541
payments

Total 1,433 1,390

The fund balances as at 31 December 2023 are
shown in Note 15.

QOur Courts

F o r e s Coarts dre central to its governance and
fraternal structure . These are geographical groups
of members who manage their own funds and
support  social, fraternal, educational and
benevolent activities. Each Court elects its own
officers and delegates to represent the Court and its

Overview
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The High Court delegates elect the Soci et yYs

Directors and the Membership Committee, who
are responsible for oversight and management
of the business, and a High Chief Ranger to
represent Courts at internal and external events.
This approach provides a governance structure
for members to have their say in their Society.
Communication with and representation of the
members occurs through the Membership
Committee and the Area structures. Our
member publication, Miscellany, supports our
commitment to keep all members regularly
updated on Society and Court matters.

There are currently 188 Courts which are the
local point of contact for members. The Courts
seek to promote the ethos of the Society and
encourage members to meet for social, business
and benevolent purposes. Courts also organise
charitable fundraising events. The discretionary
benefits provided by Courts are selling points for
the insurance operation and vice versa,
insurance sales provide new Court members.

Each Court is run by a Committee of
Management responsible for the control of the
business of the Court within the Rules and
procedures of the Society. Each Court has a
Secretary who is responsible for the accounting
and administration of the Court.

Since 2008 a process known as accreditation has
ensured that Courts operate to a consistent

members at High Court (the So c i eAnyualisstandard and members receive a high level of

General Meeting).

support from Courts.
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In late 2018, the accreditation process moved to
self-assessment to allow Committees of
Management to consider how they can ensure a
strong future for their Court.

From 1 March 2021, the Courts are supported by
a central team of Court Development Officers
with the aim to:

A upskill Court Secretaries to use IT as part of
running the Courts;

R develop and provide centralised training
manuals for the Courts;

R monitor C o u rperrehance in areas such as
accreditation and Court Insight reports ;

R invoke succession planning to ensure longevity
of the Courts;

R support marketing activities of the Courts; and

R advise on charitable work, fundraising and social
activities.

Court Mission

The Courts exist to serve their members and
encourage their involvement in the running of our
mutual Society. As part of a wider network, the
Courts provide a local presence that enables the
organisation of social events, promotions of
charitable activity, recruitment of new members
and makes a community of its members. The Court
network as a whole supports the active
involvement of members, the promotion of the
society ethos, and the planning of a secure future
for Foresters.

Court Strategic Priorities

High Court 2021 mandated that the Membership
Committee undertake development of a future
strategy for the Courts. It required that, at a
minimum, the project should address:

a) Existingsupport needs of Courts;

b) Making the Court system robust, relevant
and viable for the future;

c) Revitalising the historical community and
charitable remits and mutuality ethos;

d) Roleof Courts in growing the Membership ;
e) Oversight of the Central Benefit Funds;
f) Structure & Governance; and

g) Oversight and funding of the implementation
of the future strategy for the Courts.

The work was requested to be undertaken in
collaboration and consultation with the Courts,
interested Members, Management and the
Board. At a minimum, the following reports were
required to be published:

a) Progressreport by 31 January2022;

b) Green Paper that trails options for debate
and consideration (at least one month before
High Court 2022);

¢c) White Paper s Future Strategy for the Courts
and the propositions needed in order to
adopt it (by 31 January2023); and

d) Implementation Plan (within four months of
the adoption).

Overview

000

The Green Paper was published in June 2022
and discussed at High Court in Llandudno in July
2022. The White Paper was published on 31
January 2023 and discussed at High Court in
Torquay in July 2023. Both papers provide
assessments of the current position of the
Society, both from the perspective of the Courts
and the insurance business and seek to help
Members to:

A understand the challenging issues which the
Society faces;

A consider how Foresters might transform itself
into a revitalised community ; and

A debate what would be required to achieve
such a transformation .

High Court 2023 voted on a proposition to fund
and deliver the future strategy for our Courts.
Thiswas centred around three major initiatives:

Invest in The Future A Redesign Court Introducers
Growth for the A Resource Library
Society’s A Foresters Academy
Courts A New Member Journey
Court Refresh A Accreditation renewal
Improvem Court A Blue Light Project
ent Network A Targeted Training
A Member Communications
A Establish a Northern Ireland
Court
National Foresters'’ A Local Projects
Visibility Youth Sport A Aligned with 2023/24 HCR
Campaign Year 125 Charity
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A copy of the White Paper is available to all
Members of the Society from your local Court
Secretary. Further details are provided in the
Membership Committee report on page 48.

High Chief Ranger

The role of High Chief Ranger ( ¢ H Caetd as a
figurehead for the membership, representing and
promoting Foresters Friendly Society and is a key
link between the Societyand the members.

The HCR chairs the Membership Committee and
co-chairs High Court together with the Board Chair.

Glyn Carpenter was elected as HCR at High Court
2022 and chose The Foresters Heritage Trust as his
HCR charity for his term in office. This charity was
established in 2005 and collects and catalogues
many items, from memorabilia, photographs,
regalia, publications, ceremonial artifacts and
commemorative items which, through its website
and museum in Stoke-on-Trent, provides an
accessible research enquiry service for those
interested in understanding the story of Friendly
Societies and their heritage. Our members took
part in fundraising activities throughout his year of
office to raise funds to support this charity in
digitising their collection to make it globally
accessible. The total amount collected during G1 vy
year of office was £50,933.

High Court 2023 elected John Springham as HCR
John has chosen Youth Sport Trust as his national
charity. The Youth Sport Trust equips educators
and empowers young people with the vision of
creating a future where every child enjoys the life-
changing benefits of play and sport.

Sport gives young people a platform to have their
voice heard and a place to feel they belong. They
harness this extraordinary power to change young
lives today and help them build a brighter
tomorrow through running inclusive and innovative
programmes, bringing together communities of
educators and providing practical tools and
resources. John is passionate about this
organisation and the five key issues they are
aiming to tackle:

A Only 45% of young people are meeting the Chief
Medical Officer guidelines of taking part in sport
and physical activity for an average of 60
minutes or more every day (Sport England,
2021)

A The UK ranked lowest out of 24 European
countries for the proportion of 15 year olds with
high life satisfaction (PISA2018)

A One in seven children are obese by the time
they start school, increasing to one in four by
year six (NHS,2021)

A 38% of teachers said their PE provision has
declined because core subjects have been given
additional time (Youth Sport Trust, 2018)

n & One in six children have a probable mental

disorder (NHSDigital, 2020).

John looks forward to his year in office, and
particularly promoting his charity appeal which he
hopes Courts and Members will support.

O o ° Overview
Finances

CIF direct property holdings 28,170 33,511
Equitix Infrastructure Fund 9,999 8,911
éggg:itlgvestment Association 17.730 16,516
Fixed interest 21,333 18,644
([j):gt())); iItr;vestment Association 5,321 5.384
Locally managed property 4,416 4,516
Cash and cash equivalents 659 689
Net Debtors/(Creditors) (1,450 (1,336)
Guernsey insurance assets (5,091) (5,251)
Court reserve fund (1,014) (1,341)
Society Court Funds 80,073 80,243
Leeds Investment Association

surplus assets recognised on 5,167 5,435
consolidation

Consolidated Court Funds 85,240 85,678

Court expenses include the costs of administering
the Courts, investment charges and grants to
members, the costs of providing social events and
donations to good causes. Court funds are ring-
fenced which means the funds are only available to
the Courts.
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The Leeds Investment Association (LIA) surplus

relates to the share belonging to the Co ur t s gontributed
deposits only. The surplus relating to the Soci et yA98m) and

deposit in the LIA is recognised in the Court
ReserveFund in the consolidated balance sheet.

In addition to the Court funds there are a number

of discretionary funds valued at £12.0m (2022:
£12.2m). These are set out on page 96.

At 31 December 2023, total Court funds amounted
to £85.2m (2022: £85.7m). The make-up of the
Court Funds at 31 December 2023 is shown in the
table on page 18.

Court income primarily derives from investment
income on Court assets, membership fees and
other fundraising activities.

Key Performance Indicators

Introduction

The results for 2023 are set out in detail on pages
65 to 119 and are summarised below together with

the So c i &KeyyPerbrmance Indicators ( ¢ KP |

The KPIs show the seven key measures that the
Society uses to assess its performance covering
premium income, expenses, membership,
complaints, funds for future appropriations, assets
under management and the capital coverage ratio.

Premium Income

Premium income is the total income generated by
the Society through in-force regular premiums,
new business premiums and top-up premiums.

Gross long-term premium income has decreased
in 2023 to £35.9m (2022: £36.1m). Group
premiums contributed £16.3m (2022: £16.0m).

Premium Income (£)

In  with-profits, new business sales
£9.1m [lump sums (2022:
less than £0.1m regular

premiums (2022: £0.1m), due to the closure
of the with-profits TESP and CTESP
products. Unit-linked policies produced
£1.7m of new regular premiums (2022:
£2.1m). Unit-linked policy sales have
reduced due to employee unrest in Royal
Mail centres where the majority of activity is
undertaken .

For in-force life and pensions business,
regular premiums contributed £3.0m (2022:
£3.6m). Unit-linked products in-force
collected £7.2m (2022: £6.6m).

Gross premium income of the Guernsey
primary care insurance increased to £3.1m
(2022: £2.8m).
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Total Operating Expenses

Expenses are managed through the setting of
budgets within the business planning process and
aregular review and challenge process throughout

the year. ThisisaKPlasp ol i ¢ y hreiurnd end s Y

me mb e cagitél are directly affected by the costs
of operating the business.

Overall Operating Expenses in 2023 have
increased by 9.8%, with Insurance Expenses
increasing by 7.4% and Court Expenses increasing
by 13.2%.

Further details on total operating expenses are set
out in note 7 on page 87.
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Individual Membership

The membership base is the total number of
members (including the Guernsey branch) at the
end of the financial year and gives an indication
of the scale of the Society.

On 31 December 2023 the Society had 62,313
members, 394 more members than 2022
(61,919).

The increase in membership over 2023 is again
largely attributed to the POIS Introducer new
business distribution channel and an increase in
Guernsey members.

These figures include members with whom we
have not had contact for a number of years and
for which a gone-away project is currently in
progress to re-establish contact with the
member or their descendants. The So c i
estimated number of gone-away members on
31 December 2023 is 3,282 (2022: 2,998).
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Fund for Future Appropriations

The FFAIis used as an indicator of financial
strength and the ability of the Society to
meet its regulatory capital and business
requirements of the insurance business. The
value at 31 December 2023 of £16.5m
exceeds the Soc i erequlatary capital
requirements for the insurance business.

The FFAdecreased in the with-profits funds
by £2.0m over 2023, primarily due to the
increase in long-term interest rates reducing
the value of the OI F Bstate. The part
attributable to Me mb e Capitdl has reduced
by £7.8m over 2023, primarily driven by the
decision to close the with-profits business.

Despite this fall the Board considered the

t yqlg)gure of the with profits fund to be in the

best interests of policyholders.
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Complaints

Membership satisfaction is core to the Society.
The Society measures member satisfaction
principally by member retention, member
complaints, investment performance and results
of membership surveys. Complaints are
managed through the S o c i edompthmts
process to ensure they are dealt with promptly
and fairly.

Of the 118 complaints received in 2023, 33 were
upheld by the Society. In 2022 the
corresponding number was 90 with 19 being
upheld.

In 2023, eight referrals were made to Financial
Ombudsman Service by customers of which two
was upheld (2022: four of which two were
upheld). Whilst the incidence of complaints has
increased, the proportion upheld has remained
low.
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Total Assets

The value of total assets is another key indicator
of the scale of the Society. Total assets show the
growth in the value of the business over time,
through increased sales, expense control,
profitability and investment returns .

As at the end of 2023 total assets were £269m
(2022: £262m). The increase in assets over 2023
primarily relates to the rise in value of fixed
interest assets, as a result of falls in interest rates
over 2023, and a rise in the value of equities,
impacting the POISunit linked assets.
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Capital Coverage Ratio
The Capital Coverage Ratio ( ¢ C CfBr3 the

S o c i &K indthimnce Operations ( ¢ UKk & 3 )

key performance indicator, representing the
S o c i eabilgybts meet its overall regulatory
capital requirements for its insurance business.

The UKIO CCRat the end of 2023 was lower at
137% (2022: 232%), which is slightly below the
B 0 a r viewtaf capital risk appetite .

The overall Society CCRat the end of 2023 was
also lower at 112% (2022: 142%)).

The Society and UK | tpjected CCRswithin
the 2024-2028 business plan both improve over
the business planning horizon, steadily
increasing the margin over the minimum capital
thresholds set by the Board.

250%
200%
150% I
100% I I I
2019 2020 2021 2022 2023
Year

UKIO Capital Coverage
Ratio

Overview

000

Risk
Risk Management

Effective risk management supports the Society
in delivering its strategy. It also protects
policyholders and members and helps with the
efficient use of capital.

The So c i eappyodch to Risk Management,
delivered through the Risk Management
Framework, is embedded within the business
through our risk management systems, culture
and governance structure . The objectives of the
RiskManagement Framework are:

A align strategy, capital, processes, people,
technology and knowledge to enable the
management of opportunities, uncertainties
and threats in a structured manner;

A establish a common view of risk across the
Society and an understanding of the risks
inherent within the business;

A ensure the So ¢ i wiewyoldisk is current and
in line with risk appetite ;

A improve decision making;

A provide relevant and accurate management
information ;

A ensure adequate and appropriate resources
are available to facilitate effective governance
and challenge;

A ensure clear accountability ; and
A promote and embed a risk-aware culture .

21
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Underpinning the Risk Management framework is Risk Appetite

the Own Risk and Solvency Assessment ( ¢ ORS A 3) ,

which is the set of ongoing processes and  The So c i eRisky Appetite Framework ( ¢ RAF 3)
procedures in place to identify, assess, monitor, supports the delivery of the risk strategy. The

manage and report on the short and long-term risks ~ Society determines a Risk Appetite Statement

that the Society faces, or may face in the future, and ( ¢ R foBthoke risks which it requires to control
to determine the capital resources necessary to ~ and manage in pursuit of its business strategy.
ensure that overall solvency needs are met at all
times. The ORSAplays a key role in supporting the
B 0 a radsessment of strategy and ongoing viability.

The RASspecifies the amounts and type of risk
the Society is willing to accept in fulfilling its

_ mandate and informs policies on the allocation UK Insurance

The ORSAoutput and the associated stress and 4t 4ccountabilities and resources to managing . .
scenario testing are key components for the its risk exposure . Risk Profile
assessment the Directors consider in making the _ o (Em)
statement regarding the viability of the Societyinthe =~ The risk appetite is approved by the Board. The
Di r e cReport on page 35. Board also determines the risk tolerance from

) the stated risk appetite which provides a
Our Risk Strategy framework to apply risk limits and any actions.

The Soc i eiskysthtegy, which is designed to ~ Management —monitors the Soci eftiskbds

support the achievement of the S o ¢ i eotpgrates profile against the risk appetite and reports this
to the Board.

objectives, is:

A Foresters is a Friendly Society in the business of ~ 1he S0 ¢ i @iskyptplle for its UK Insurance
taking on risks in the course of providing financial Operations is shown in the graph below and ® Insurance 4.9
solutions for members, where they can be relates to the proportion of the Solvency I
managed efficiently. solvency capital requirement held in respect of = Expense 4

_ . . . _ the So c i eigksy Ehe most significant sources
A Foresters will focus on risks where it is believed it of capital requirements are in respect of

can provide value to members, and for which jncreases in mortality and morbidity related - Market0.7
members are willing to pay the appropriate claims (Insurance Risk),increasestothe Soci et y & a Operational 1.3
amount. These are primarily insurance and future levels of expenses (Expense Risk)and fall perationat .
investment risks. in investment values (Market Risk) The risk u Default 0.4

A Risks are only taken that are rewarded profile has changed relative to last year, largely ’
commensurate with the risk, and where the  due to increases in future expenses offset by a 2 Pension 0
appropriate skills are available to manage this. ~ decrease in market risk.

Risks that expose the Society to very volatile
or extreme potential outcomes which would
threaten the S o c i ebilyyds continue are
avoided.
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Risk governance determines the appropriate

ownership and oversight of fisk and ensures the
associated controls are in place to proactively : . .
manage any threats. The S 0 ¢ i eisk godesnance 1¢t Line of Defence (1LOD) 2 Line of Defence (2LOD) 3rd Line of Defence (3LOD)

model is designed to promote transparency,
accountability, and consistency through the clear Business Risk and Compliance Function
identification of roles, the separation of Society Primary Risk Owner, Oversight and challenge, and
management and governance and control accountability, responsibility, provide risk Leadership,

. . . monitoring and managing of risks facilitate and co-ordinate
structures . Oversight of the S o c i ®gematldrs is
provided through ¢ t h linesofd e f enc e 3

Assurance

Independent assessment

Chief Risk and Compliance Director Internal Audit

Executive Management CEO/CFO

(CRCD)
Department Managers Finance Director (FD) External Audit
All Staff Chief Actuary Audit, Risk and Compliance

Committee

Business Risk and Compliance

Business Committees* :
Committee

Remuneration Committee

Eg: Membership, Investment, IT,
Product and Climate Change *Not an exhaustive list Nominations Committee
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The Society continues to operate a Three Lines of Defence model (3LOD) of risk management to enable clearly defined roles and responsibilities for Committees
and individuals.

1t Line of Defence

Management (Manage)

Responsible for identifying, analysing, managing and
controlling, monitoring and reporting risks

Promote and implement a strong risk culture

Promote and implement a culture of managing risk
exposure

Ongoing management of inherent and residual risks

First line:

A

Day to day risk management is delegated
from the Board to the Chief Executive and
through the So c i @peratthg structure is
delegated to the operational functions
including IT, Human Resources (outsourced),

marketing, sales, insurance operations
(claims handling, policy administration),
finance, and actuarial (the outsourced

actuarial department have both first line and
second line responsibilities, these potential

conflicts are managed through the Soci ety

review processes and the oversight of the
Chief Finance Officer.

Under the first line of defence, operational
management has ownership, responsibility
and accountability for directly assessing,
monitoring and management of risks and
controls.

Responsible for the design and maintenance of the Risk
Management Framework

Provide the tools and assistance to help the Society
manage risk

Overarching ‘risk oversight’ across all risk types
Combination of watchdog and trusted advisor

Second line:

A

ﬁy'éhe Risk Management Function

Risk oversight is provided by the Risk and
Compliance Director who reports to the
Chief Executive and has a dotted line to the
Chair of the Audit, Risk and Compliance
Committee ( ¢ A R @Gloyv no constraints
when reporting to the Committee, with
support provided from the Risk and
Compliance assistants, and the Business

Riskand Compliance Committee ( ¢ BRCC 3 )

and
ompliance Function is accountable for
providing challenge and
Soci e mgndgement of risks and
developing and maintaining the risk
management framework. The Finance
Director, who reports to the Chief Executive,
also forms part of the So ¢ i sedconddlme
of defence.

oversight of

A The Audit component

Responsible for providing objective and independent
assurance to the Board, Audit, Risk and Compliance
Committee, and management regarding the effectiveness
of the internal control environment

A The Chief Actuary is responsible for the

work of the outsourced Actuarial Function,
particularly in respect of the calculation of
technical provision and solvency -capital
requirements . Independent oversight is
provided by the Non-executive Directors at
the ARCC

of the ARCC is
responsible for the review of internal
control, financial reporting process, review
of the internal and external auditor
effectiveness. The Risk component of the
ARCCis responsible for monitoring the risk
and governance framework of the Society.

2" Line of Defence 3" Line of Defence
Risk and Compliance (Oversight) Audit (Assurance)
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Third line: Risk Policies

R Internal Audit forms the S o c i ¢hirdyligesof The Society has in place risk policies that outline
defence. It is accountable for providing an the aim and approach to be taken for Risk
independent assessment of the effectiveness Management within the Society together with the
of the risk management and internal controls standards and parameters which have to be
framework through a risk-based approach. It adhered to, the escalation procedures, reporting
reports to the ARCCon the operation of this requirements and responsibilittes for each
framework by the first- and second-line principal risk type. These policies are reviewed on
functions. a risk-based approach.

R The Society employs a Court Auditor who is Risk Culture

responsible for reviewing the Court internal
controls through a risk-based plan. A core element of the risk management

framework isthe So c i eultyyedSheSoci et y Ys
aim is to ensure staff have clear roles and
responsibilities, are appropriately skilled and the
appropriate incentives and rewards are in place.

The remuneration policy is designed to
encourage the right behaviours and is overseen

by the Remuneration Committee.

Further detail is provided on the role of ARCCon
page 45.

#! Thank you so much to Foresters for
your help, understanding and

compassion during a difficult time
for myself and my family. #4

A satisfied Foresters member, 2024
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Principal Risks and Uncertainties

The types of principal risks the Society is exposed to are Strategic, Credit,
Operational, Market, Insurance, Liquidity and Conduct & Compliance

Risks

Risk Category
Level 1
(Principal Risks)

Strategic Risk

Credit Risk

Operational Risk

Principal Risk Description and Assessment of Materiality

The risk of not achieving the Society’s strategic plan, as a result of
internal or external factors that serve to undermine either the strategy
itself or its execution.

Strategic Risk is a principal risk as it can prevent the Society achieving its
objectives. This risk must be carefully managed, as it can stem from both
the strategy itself and external factors such as the economy.

The Board considers that Capital Management and Investment
Performance Risk pose a significant threat to the Society through its
ongoing financial stability and impacts on profitability, liquidity and
capital.

The risk of financial loss if the Society’s counterparties are unable to
meet their obligations as they fall due.

The Board considers Credit Risk to pose a significant threat to the Society
through credit losses, that would impact its ongoing financial stability
through impacts on its profitability, liquidity and capital.

The risk of loss resulting from inadequate or failed internal processes,
people and systems or external events. Or the risk of failing to effectively
design, execute or deliver change.

Several operational risks contribute to the Board’s view of its materiality,
which taken individually or together would impact its reputation and
ongoing financial stability through impacts on its profitability, liquidity and
capital.

The Board determines the following Operational Risks being inherent and
material within its business model: People Risk, Change &
Transformation Risk, Information & Data Security Risk, Technology (IT)
Risk, Premise & Physical Security, Process Risk, Fraud Risk, Cyber Risk,
Business Continuity Risk, Legal Risk, and Third Party & Outsourcing Risk.

Risk Category
Level 1
(Principal Risks)

Market Risk

Insurance Risk

Liquidity Risk

Conduct &
Compliance
Risk

Overview
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Principal Risk Description and Assessment of Materiality

The risk that unfavourable market movements (including changes in
interest rates, market-implied inflation rates, credit spreads and prices
for bonds, foreign exchange rates, equity, property and commodity
process and other instruments) lead to a reduction in earnings and or
value.

The Board considers the risk of mismanaging all market associated risks
is a material risk given the impact it can have on the Society's overall
earnings and capital base.

An insurance risk is a threat or peril that the insurance company has
agreed to insure against in the policy wordings. These types of risks or
perils have the potential to cause financial loss. Variability in death and
sickness claim rates, relative to the actuarial assumptions made in the
pricing and reserving process. The Society’s inability to manage expenses
is also included here.

The Board considers Insurance risk to pose a significant threat to the
Society, in the event of it being unable to meet its financial commitments
that would impact its reputation and ongoing financial stability.

Not having sufficient liquid resources to meet changing market conditions
and being unable to meet its obligations as they fall due or being able to
secure them only at excessive cost.

The Board considers funding and liquidity risk to pose a significant threat
to the Society in the event of it being unable to meet its financial
commitments that would impact its reputation and ongoing financial
stability.

Conduct Risk is the risk that the Society’s culture, behaviours, business
strategy and actions produce poor outcomes or detriment for members.
This includes risk of suppliers, third parties (including introducers and
intermediaries) behaving in an anti-competitive manner, in addition
unfavourable terms leading to unfavourable treatment. Compliance Risk
is the risk of legal or regulatory sanctions, material l0ss or 10ss of
reputation as a result of failure to comply with legislation, regulation and
rules applicable to the Society’s activities.

The Board considers Conduct and Compliance Risks to be material to the
Society, in the form of reputational, contractual and regulatory exposure.
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The nature and extent of risks arising from
insurance contracts, including market risk,
credit counterparty risk and liquidity risk, are
described in the Note 23 Risk Management
within the Financial Statements section.

The following risks continued to be the most
significant that are believed could have the

most significant impact on the Soci et yt

business  model, future performance,
solvency or liquidity. The list represents the
risks faced in 2023 and 2024 and is not an
exhaustive representation of all risks the
Society is exposed to. The list is used in
conjunction with the other risks as part of its
top risk assessment, taking into account the
likelihood and the impact of the risk occurring
to manage risks. These risks are closely
monitored, with regular updates provided to
the ARCC

Overview
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2023 and Future Risk Management

Financial
Market
volatility

Failure to
deliver the
sales plan —
volume, mix
and
profitability

Risk continues due to the ongoing impact of inflation and low
growth expectations for the UK economy.

Final bonus rates now approved by the Board extend the
implementation of market value reductions (MVRs) to 2022
contributions and no change to the 2022 declared rate or 2023
interim annual bonus rates from the 2022 interim. This will
place further competitive pressure on the Society achieving its
sales plan.

Surrenders in 2023 continue to be monitored closely. The
Investment Strategy/Assets are currently being redesignated to
deal with concerns raised by the Chief Actuary about the
Society holding private market alternative assets in the OIF.
These are therefore being swapped with the CIF.

The 2023 actual new business results did not achieve the
business plan in totality. The downward trend in achieving
business plan new business sales is expected to continue as
there has been continued economic squeeze on household
purses due to interest rates (affecting mortgage repayments),
energy prices and general levels of inflation. This has eased a
little in the later part of 2023.

The Society’s competitive advantage has weakened over
2022/23. In addition to our product features (such as AMCs and
guarantee levels) being inferior to our competitors, what has
become a larger issue is our annual bonus rates. These are no
longer competitive against other similar mutuals. Furthermore,
they are now uncompetitive with Cash ISA rates as well due to
the significant increases in the Bank of England base rates in
recent months.

A The Board approved Investment

Strateqy, featuring a diversified portfolio
of assets and asset benchmarks

The Society has an appointed and
experienced Chief Investment Officer
(“ClI0") in place

Tactical asset allocation is performed by
AXA IM

Regular investment reporting is provided
to the Investment Committee with
oversight from the Board

2024-2028 Business plan approved

Decision made to cease active
marketing and close the With Profit fund
to new business.

A Regular reporting to Board.
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2023 and Future Risk Management

Failure to deliver
expense savings
impacting capital

Solvency:
Gapital
management —
Reduction in
member capital

Information
Security and Cyber
Security

Management has reviewed and reduced the Society’s expense base significantly through staff
restructuring, changing premises and retendering all of its major outsourcing contracts to achieve
cost savings in the last 3 years. It is not believed there are any further areas of significant cost saving
beyond bringing the investment portfolio management function in house. This has been assumed in
the costs contained within the 2023 business plan.

Current levels of UK inflation are a risk to delivering expenses on or under budget. Ongoing costs still
need to be continually reviewed and challenged to avoid overspending/reserving, currently this
includes labour market movements, benchmarking employee salaries and salary costs.

The Society’s 2024-2028 business plan shows capital coverage ratios for all funds remaining within
the green capital risk appetite category throughout the five-year period. Final 2023 year-end results
for the OIF show the fund at risk appetite of 150%. All other CCR’s are at or very close to their
‘green’ risk appetite range.

The 2023 business plan was not achieved.

The Society and UKIO’s projected CCRs within the 2024-2028 business plan both improve over the
business planning horizon, steadily increasing the margin over the minimum capital thresholds set by
the Board..

This remains a constant threat. The annual penetration test was completed in January 2024. The
next pen-test will take place in December 2024 unless material infrastructure changes take place.

The Society’s new member portal has been pen-tested separately prior to launch and any
subsequent releases that contain material changes will also be pen-tested.

Weekly security scans against all public end-points are still in place and findings are remediated in
line with the Society’s policy.

The Society’s Cyber Essentials Plus certifications is currently being renewed.

A
A

oo o D> o To To T

To Do T T To Do Do
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Monitoring of agreed business plan expense reductions
Monitoring meetings of expenses vs. budget & formalising
overspend process

Board oversight and challenge

Budgeting process in place

Formalise overspending

Regular management discussions

Solvency assessed as part of business plan with sensitivities and
scenarios to be undertaken

Taking out excess of loss reinsurance with growing group
business

Decision making aligned to capital

ORSA capital projections to support decision making

[T Policy and IT controls

Cyber security response plan

Cyber insurance policy in place

Information Security Policy

Employee phishing exercises and computer-based training,
regular communications about threats

Internal Audit reviews

Penetration testing and cyber essentials testing by external
parties to test IT security defences
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Corporate Responsibility Report and Actions on
Climate Change

Our Society is committed to act fairly and
responsibly towards its members, its employees,
and the society at large. This commitment to a
social mandate is rooted in the very history of the

organisation and sits at the core of our Soci et

ethos.

Climate change is perceived by the investment
community and the regulatory authorities as one of
the biggest systemic risks and a major threat to
market stability. The Bank of England and the PRA
have been raising awareness on the challenges of
climate change. They have called on the financial
firms to evaluate the impact of an increase in
global temperature on their business models from
both ¢ phy sand &It ¥ a n srisks.i Thay &lso
recognise that the financial industry is a key
enabler in the effort of achieving ambitious policy
goals aimed at mitigating climate-related risks.

Physical Risks

Physical risks arise from changes in climate
patterns and intensity of climate-related events.
Longer-term changesto the climate could affect the
longevity, morbidity and mortality risks, which our
Society has some exposure to.

Physical risks may also have an impact on the
S o c i eealyestae portfolio due to extreme and
more frequent weather events. The Society is alert
of these risks.

The Society is taking actions to reduce its own
impact on the environment through raising

awareness with employees about the use of

energy, resources and travel. In 2022, the Society

sold and moved out of its head office premises,

which has significantly reduced the So c i ewny

carbon footprint by 20% due to a reduction in on-
site energy consumption .

T USsociety has obtained a carbon neutrality
certificate for 2023, 2022 and 2021 in relation to its
central operations, with any residual carbon
emission offset by carbon-reducing projects in the
developing countries. The annual appraisal is
conducted by an independent third party (Carbon
Footprint Limited). The assessment covers relevant
sections from scopes 1, 2 and 3 but does not
include the investments managed by the Society.
The So c i eneasudesl carbon footprint in 2023
for central operations was 59.47 t C O @2622:
104.66t C OGedore carbon offsetting measures.

Hybrid working continues to be encouraged where
possible, with most staff only being required to be
in the office one day a week. Other organisational
changes to continuously improve efficiency and
reduce our environmental impact have also been
implemented, such as using electronic
communication where possible.

Transition Risks

Transition risks are expected to emerge from wider
society moving towards a low-carbon economy. A
range of factors will likely influence this adjustment,
including: climate-related developments in policy
and regulation, the emergence of disruptive
technologies or business models, shifting
sentiment and societal preferences, or evolving

Overview
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evidence, frameworks and legal interpretations .

The Society includes ESG (Environmental, Social,
nd Governance) considerations as part of its
nvestment process. The Society has been following
an exclusionary approach in identifying segments
of the investment universe that may contrast with
the reasonable expectations of policyholders as to
their environmental and social impact. The Society
is a signatory to the PRI(Principles for Responsible
Investments) reports annually against those goals.

Actions taken in relation to Climate Change Risk

In line with PRA Supervisory Statement SS3/19
(Enhancing B a n kaadd | n s u rapprosddes to
managing financial risks from climate change) the
Society has implemented a Climate Change Risk
Management Framework. The objective of the
Framework is to assess the potential business,
strategic and financial implications of the climate
change risk reflected through various forms of risks
and to formulate a strategy to identify, manage and
report these risks. The Board is ultimately
responsible to oversee the implementation and
embedment of the climate risk framework .

A climate risk appetite has also been incorporated
within the risk appetite of the Society. There is
no appetite for high climate change risk
exposures and there are no financial implications
on the Society from climate change at the date of
this report .
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The Society addresses climate-related risks as
detailed in its ¢ P | f@ managing the financial risks
of climate ¢ h a n goveting the four main areas
indicated by the Prudential Regulatory Authority :
Governance, Risk Management, Scenario Analysis
and Disclosure. During 2023, a number of actions
have been taken:

The S o c i edomntittee on climate change-
related risks ( ¢ C| iRiskdFtoe u met for the full
year. The Committee acts as sub-committee to the
Investment Committee. It meets quarterly,
receives inputs from the Risk, Compliance, and
Investment functions, and recommends actions to
the Board of the Society. Further actions to
formalise the investment governance on climate-
related risk appetite and to update the Terms of
Reference of the Investment Committee in relation
to its oversight on the Climate Risk Forum have
been planned for 2024.

The Society is aware of its limited capabilities in
developing a proprietary approach on both
physical and transition risk modelling, and
scenario analysis. It is mindful of the constraints
that limit its ability to commit significant resources
to the task.

The Committee noted that sourcing reliable and
meaningful data remains one of the biggest
hurdles the Society needs to overcome in building
an effective risk management framework on
climate-related risks.

The So c i expgstdes to climate-related risks is
largely through its investment portfolio. The
majority of the investment portfolio is managed by
third parties viainvestment mandates.

The Society agrees exclusion criteria with its
investment management partners but is not
involved in active name selection. The Society
checks the ma n a g ecredeftials on climate-
related risks during the manager selection process
and monitors compliance over the life of the
engagement. There is an on-going dialogue with
the external managers for a timely exchange of
relevant data to ensure a functioning risk
framework for climate-related risks. Limited
progress has taken place during 2023 as to the
ma n a g abilitg t8 produce timely and consistent
climate reports .

Exposure to climate-related risks has indirect
impact on other forms of risk, like insurance risk.
The Society deems this type of exposure to have a
negligible impact on the financial stability of the
Society. That view has not changed over the past
12 months.

No scenario analysis has been undertaken yet on
the So c i eadrtfplss and there is no plan to run
scenario analysis over the next reporting period .

The Society discloses its activities in relation to
climate-related risks yearly in its Annual Report.

By Order of the Board

sl

Lisa Russell
Company Secretary
31 May 2024
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Corporate
Governance

41 e have found Foresters 1o be a trustworthy
and worthwhile society. They are there to
help with any financial questions or queries
you may have. Their approach is one of
support and letting you know they are there
if you need them. #4

A satisfied Foresters member, 2024
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Board of Directors

Trevor Batten
Chairman

Trevor was elected to the Board as a Non-
Executive Director in June 2016 and appointed as
Chairman in June 2021. He was also appointed a
Director of Foresters General Insurance Services

Prior to his retirement in 2015, he held the
position of Risk Director and CRO for Engage
Mutual where he worked for 22 years and was a
member of the Executive Committee. His
experience includes risk management, actuarial
reporting, and with-profits business. He is a
Director of Family Assurance Staff Pension Scheme
and the Homeowners Friendly Society Pension
Scheme. Trevor is a Fellow of the Institute and
Faculty of Actuaries.

Member of the Investment Committee.

Rachel Webb

Chief Executive

Rachel has had a long association with Foresters
stretching back to 2006 when she was part of the

o000

external audit team performing the Soci et yYs

annual financial audit. Rachel, impressed by the
So c i eultyddand member focus, then joined
us as Head of Finance in January 2015. After a
brief interlude back in consulting, she re-joined us
as Finance Director in September 2017 and was
elected to the Board as an Executive Director in
June 2018. In January 2020 Rachelwas appointed
as Chief Executive. This role incorporated the
responsibilities of the Chief Finance Officer until
September 2020. She was also appointed a
Director of Foresters General Insurance Services
Limited.

Rachel has over 20 y e a rexpggrience in
commercial businesses and large accountancy
practices enabling her to approach issues from
both a strategic and regulatory perspective. She
holds two Independent Non-Executive Director
roles, one at Social and Sustainable Capital LLP
where she is Chair of the Audit, Finance and Risk
Committee and the second at Antares Insurance
Company Limited where she is Chairman of its
Audit Committee . Rachelis a Fellow of the Institute
of Chartered Accountants.

Member of the Investment Committee.

The Directors may be invited to become a
member of other companies, subject to the
appointment not leading to a conflict of interest
and the agreement of the Society. These
appointments provide an opportunity to gain
broader experience and therefore benefit the
Society. All external commitments are listed
above and have been approved by the Board.




Board of Directors

Paul Austin
Non-Executive

Paul was co-opted to the Board as a Non-Executive
Director in December 2022 and elected in July
2023.

Paul is a Chartered Accountant with over 30y e a r

experience within the investment and insurance
sectors across a range of organisations including
member owned mutuals. He previously held the
position of Finance Director at Exeter Friendly
Society for 10 years before stepping away from full
time roles. He also holds a non-executive role with
Health Shield Friendly Society and also with Ivy
Education Trust.

Chairman of the Audit, Risk and Compliance
Committee. He is also a member of the
Nominations and Remuneration Committee.

Janet Clements

Non-Executive Member
Director

Janetwas elected to the Board as a Non-Executive
Member Director in July2022.

Janethas been an active member since the 1980s,
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Richard Dickinson

Risk and Compliance
Director

Richard was co-opted to the Board as an Executive
Director in August 2023.

Richard re-joined the Society in June 2022 as Chief

$iddding various officer roles including the So c i e tRyskti& Compliance Officer, having worked at the

presidential role of High Chief Ranger (2013/2014)
which encompassed Chairing the Membership
Committee. She has extensive knowledge of the
Soc i érmanches and general membership . She
was previously a teacher and worked in a variety of
settings including Bar nar danétsis also
Chairman of The Friendly Societies Convalescent
Scheme.

Chairman of the Nominations and Remuneration
Committee. She is also a member of the
Membership Committee and the With-Profits and
Unit-Linked Advisory Arrangements.

Society earlier in his career, and was appointed as
Riskand Compliance Director in August 2023. He has
over 30 years of Financial Services industry
experience of which more than 15 years was within
the mutual sector working for the Society, Teachers
Assurance and LV=(formerly Liverpool Victoria). He is
a Presiding Justicefor the Southampton Magistrates
Court and is also a Director of the St Peter's
Academy in Bournemouth .




Board of Directors

Annabel Venner

Non-Executive Director

Annabel was co-opted to the Board as Non-
Executive Director and elected in July 2023. She
was appointed as Senior Independent Director in
August 2022.

Annabel has over 20 y e a respéfience as a
commercial marketer across FTSHOO and Blue
Chip organisations specialising in strategy and
business growth, brand and marketing. She is a
Non-Executive Director of TML Partners and
Director of Brand Semiotics, and previously held
the position of Global Brand Director for Hiscox
Insurance.

Member of the Audit, Risk and Compliance
Committee, Nominations and Remuneration
Committee, and the With-Profits and Unit-Linked
Advisory Arrangements.

Erik Vynckier

Non-Executive Member
Director

Erik was elected to the Board as a Non-Executive
Member Director in September 2020. He has
formerly served on the Board as a Non-Executive
Professional Director between February 2016 to
June 2019 and then between June 2019 to
December 2019 he held the role of Interim Chief
Executive Officer.

Erik is also an advisor on the Industrial Advisory
Board at University College London (Chemical
Engineering Department), and Maxeler
Technologies Limited, following a career in
investment banking, insurance, asset management
and the petrochemical industry. He co-founded EU
initiatives on high performance computing and big
data in finance and co-authored
Performance Computing in Fi nan amsd
g Ter cen Esays ony the Philosophy and

Science of L e i b. rErikzgfaduated as MBA at

London Business School and as chemical engineer

at Universiteit Gent (Belgium).

Chairman of the Investment Committee and the
With-Profits and Unit-Linked Advisory
Arrangements. He is also a member of the
Membership Committee.
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Directors’ Report

Introduction

The S o c i @obaxdtdkDirectors present their
report together with the audited financial
statements of The Ancient Order of Foresters
Friendly Society Limited ( ¢ tShoec i dot the} )
year ended 31 December 2023. The Society is
a Friendly Society which incorporated under
the Friendly Societies Act 1992 on 1 January
2003. Its core business objective is to provide
financial services products to its members in
addition to discretionary financial, social and
benevolent benefits. At 31 December 2023 the
Society had 62,313 members (2022: 61,919
members). The Directors confirm that the
Society did not carry out any activities outside
its powers during the year.

Directors

The Directors who have
1 Jaruary 2023 are as follows:

served since

Non-Executive Directors
Trevor Batten s Chairman

Paul Austin
Janet Clements
Annabel Venner s Senior Independent Director

Erik Vynckier

Executive Directors
Rachel Webb s Chief Executive

Richard Dickinson s Riskand Compliance Director
(appointed 3 August 2023)

Nick Warr s Finance Director (resigned 28 July2023)

Business Review

The Board sets objectives and priorities supported
by KPIs and targets, which it monitors on an
ongoing basis throughout the year. A summary of
the results for the year together with the KPlsare
contained in the Strategic Report from page 13.
The results of the Society are set out in the
Income and Expenditure accounts - pages 66 - 70.

The Society consists of its Insurance and Court
operations. The consolidated results include the
results of The Leeds District of the Ancient Order
of For es theestrsedt Association at market
value, as outlined in Note 2 to the financial
statements and the Guernsey Co u r gehbksal
insurance business. The Society also has one
subsidiary company s Foresters General
Insurance ServicesLimited. Its results are included
in the consolidated financial statements.

The Society retains surplus capital of £4.1m (2022
£14.4m) as shown in Note 19.

The key risks facing the Society together with how
they are managed, mitigated and reported are
documented within the RiskReport from page 21.
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Regulatory

The Society is regulated by the Prudential
Regulation  Authority ( ¢ P R Anhith  is
responsible for the prudential regulation of
firms and the Financial Conduct Authority
( ¢ F Cwhhikh retains the responsibility for
conduct issues concerning the distribution of
products to customers and how these products
are administered .

The Society remains clear over its obligations to
the Regulators and the So c i ewnyRdlss, its
Principles and Practices of Financial
Management ( ¢ P P F Mdngy, Laundering
rules, Bribery Act, Data Protection and
Advertising and Health and Safety
requirements and legislation.

Statement of the Directors’
Responsibilities

The Friendly Societies Act 1992 ( ¢ tAlc dregjdires
the Directors to prepare accounts for each
financial year which give a true and fair view of
the state of affairs of the Society at the end of the
year and of its income and expenditure for that

year. In preparing those accounts the Directors
are required to:

A select suitable accounting policies and apply
them consistently;

A make judgements and estimates that are
reasonable and prudent ;
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A state whether applicable United Kingdom
accounting standards have been followed,
subject to any material departures disclosed
and explained in the accounts; and

A prepare the accounts on the going concern
basis unless it is inappropriate to assume that
the Society will continue in business.

The Directors are responsible for keeping proper
accounting records, which must show and explain
the transactions of the Society and disclose the
financial position of the Society with reasonable
accuracy at any time and enable them to ensure
that the accounts comply with the Act and the
regulations under it. They are also responsible for
the system of internal control, for safeguarding the
assets of the Society and hence for taking
reasonable steps for the prevention and the
detection of fraud and other irregularities. The
Directors consider the Report and Accounts
herein, taken as a whole, are fair, balanced and
understandable and provides the information

Directors” and Officers’ Liability
Insurance

The Society has maintained liability insurance
cover for members of the Board and Senior
Management of the Society.

Society’s Relationship with Members

As a branch-based Friendly Society, members are
allocated to our Courts, which are represented
through a delegate system at High Court, the
S o c i AnnyakEeneral Meeting. Traditionally, this
meeting takes place over a weekend and includes
detailed discussions between the Board and
member Delegates on the performance of the
Society and strategic issues. Following Delegate
approval at the 2021 High Court meeting, these
are now held as hybrid High Court meetings,
allowing a more inclusive meeting with full
participation for Delegates and Visitors.

Members who cannot join the meetings can still

necessary for members to assess the So c i e ti¥eH 8p to date through our member newsletter,

performance, business model and strategy.

The Directors are responsible for the maintenance
and integrity of the corporate and financial
information included on the So c i evebyitet She
Di r e crespansbility also extends to the on-
going integrity of the accounts contained therein.
Legislation in the United Kingdom governing the
preparation and dissemination of accounts may
differ from legislation in other jurisdictions.

Miscellany, and announcements circulated via our
Court network. The Society also conducts an
independent Customer Satisfaction Survey to
monitor the positive impact we have on the lives of
our members.

The Membership Committee acts as a conduit
between the Board and the members through
which matters of direct interest are considered
and to ensure the So ¢ i ednyefusated activities
are relevant to me mb e need$ and they add
value to membership of the Society.
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Statement of Risk Management and
Internal Control

The Board and the Audit, Risk and Compliance
Committee have reviewed the effectiveness of the
Soci einterBed control system, including
financial, operational and compliance controls and
risk management, in accordance with the BAF M
Corporate Governance C o d fertdhe period from 1
January2023 to the date of approval of this Annual
Report.

No significant failings or weaknesses were

identified during this review.

Going Concern

Under the Act the Directors are required to state
whether the business is a going concern. In
assessing whether the going concern basis is
appropriate, the Directors have considered all
relevant information including the 2023 financial
results and 2024-2028 Business Plan. The
Directors are of the opinion that the Society has
adequate capital resources to continue in
operational existence for the foreseeable future.
For this reason, the Directors continue to adopt
the going concern basis for the S o ¢ i actoyriss
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Long-Term Viability Statement

The Board has assessed the prospects of the
Society over a longer period than the 12 months
required for the going concern review. A five year
look forward was chosen as this is the period over
which the Society prepared its 2024-2028 Business
Plan and has reasonable clarity over its likely cash
flows and key risks. As at the date of signing these
financial statements, the Di r e cforecasis Hp to
31 December 2028 indicate that the Society will be
able to maintain liquidity and a surplus over its
Solvency Capital Requirement.

The Directors are continuously monitoring the
S o c i dinancid gposition and long-term outlook.

A changes to the expense arrangements between
the So c i OIFanttNon-Profit Fund; and

A pursuing an extension of the Group reinsurance
programme .

It should be noted that while improving the
reported capital coverage position, not all of these
actions reduce the risk of real capital deterioration .
Consistently making profits is the real measure of
success and therefore actions which are about
increasing scale benefits and reducing costs are
commercially imperative for the Societyto maintain
a sustainable business model.

In considering the longer-term viability of the

Further actions will be taken if the S o ¢ i eapilald s guciety, the Board has identified the principal risks

coverage ratio deteriorates. Such actions might
include:

A de-risking of the So c i énvegtBenit portfolios
to reduce capital requirements ;

A improving the matching of
investment portfolios to the associated liabilities
e.g. by altering duration ;

A changes to the So c i eahnuad or terminal
bonus rates for its with-profits business;

facing the Society and the basis of these risks. The
S o c i eigkyniigation is set out within the Risk
Report from page 21.

The Society assesses its on-going capital

the Soci e trgqyrements under the rules of Solvency UK in a

range of future scenarios. The results are
documented in the So c i arnnyabBRSAReport.
This is supplemented by sensitivity and scenario
testing to aid understanding of the key risks faced.
These scenarios help contribute to the Boar

A applying market value reductions ( ¢ MVt 3 )decision-making process when considering the

policies if appropriate to protect policyholders
remaining inthe S o c i withyprdfis funds;

A pursuing low-cost distribution channels to
increase the number of new policies sold;

A further reductions in expenses, reducing the
on-going cost overruns met by the Non-Profit
Fund;

long-term viability of the Society. The longer-term
viability of the Society is further supported by the
S o c i eperptigml BusinessPlan.

The Society is preparing its latest
concurrently to the 2023 vyear-end financial
statements and therefore this process has not
been completed at the time of writing this report.
The last ORSAanalysis,approved in May 2023,

d ¢

ORSA
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showed that the ORSA analysis from these
scenarios showed that on all bases of
measurement, the Society was operating within its
solvency capital requirements .

As a result of the analysis and reviewing the
Business Plan for 2024-2028, prepared by
Management, the Directors have a reasonable
expectation that the Society will be able to
continue in operation and meet its liabilities as
they fall due over the period of assessment
without qualifications or assumptions.

Donations

The Society donated £2,369 (2022: £10,700) to
various charities during the year from Head Office.
No political donations were made during the year.

Courts carry out charitable fundraising work as
part of social activities and in 2023 £46,683 was
raised (2022: £53,492). In total £287,167 was paid

out from branch held membership funds to
various local and national charities (2022:
£322580).

The final total amount donated during 2023 to The
oresters Heritage Trust was £50,933.




Directors’ Report (continued)

Independence of External Auditor

MHA were appointed at the 2023 High Court
meeting as external auditor for the 2023 Annual
Report and Accounts and have confirmed their
independence to the Board of Directors.

MHA have expressed their willingness to continue
in office as external auditor and a resolution to re-
appoint them will be proposed at the forthcoming
High Court meeting.

Statement of Disclosure of Information
to Auditor

Each of the persons who is a Director at the date
of this report confirms that, so far as each of them
is aware, there is no information relevant to the
audit of the S o c i dirtaycid sstatements for the
year ended 31 December 2023 of which the
auditor is unaware; and the Director has taken all
steps that he/she ought to have taken in his/her
duty as a Director to make himself/herself aware of
any relevant audit information and to establish
that the S o c i edudittdsis aware of that
information .

By Order of the Board

Hlussl

Lisa Russell
Company Secretary
31 May 2024
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Corporate Governance Report

Governance Arrangements

The Society voluntarily complies with The

AFM Corporate Governance Code ( ¢ Co cae 3 )

published in January 2019. The Code draws on
good practices and on statutory and regulatory
expectations.

The Board of Directors

The Board of Directors is the governing body of
the whole of the S o c i eadtiwtiess The Board is
responsible for the direction and management of
the business of the Society in the fulfilment of its
mission and strategic objectives and in compliance
with the So c i dévieryjothedum, Rules and any
applicable legislation and regulation and the
S o c i pdicjestprinciples and values.

In pursuance of its strategic objectives, the Board
maintains a schedule of matters specifically
reserved for the Board and it exercises all those
powers that are not by regulation, legislation, or by
the Rules required to be exercised by the Society
at the Annual General Meeting or a Special
General Meeting.

The size and composition of the Board and the
Sub-Committees are kept under review by the
Nominations and Remuneration Committee to
ensure there is adequate succession planning for
Executive and Non-Executive Directors, and there
is an optimum mix of skills and experience on the
Board and to populate and chair the Sub-
Committees.

The composition of the Board at the end of 2023
was a mix of three Non-Executive Professional
Directors, two Non-Executive Member Directors

Di r e astidemtified as having recent insurance

industry knowledge and experience, and a

g Me mbDei rr e dstowerddawn directly from the

membership, having knowledge of the Soci et

fraternal activities. The Board believes the balance
of  skills, experience, independence and
knowledge remains appropriate although it
continually monitors the position to comply with
evolving regulatory  requirements and to
complement the So c i &tratedy.sThe particular
skills and experience that each Director brings to
the Board are included from page 32.

The Board delegates certain parts of its
responsibilities to Sub-Committees and to
Advisory Arrangements which operate within
defined Terms of Reference. Their associated
reports on their activities during 2023 are
provided from page 45.

The Terms of Reference for the Board, its
Sub-Committees and Advisory Arrangement are
available on the Soci e twebsie at

www .forestersfriendlysociet .co.uk/about -
us/reports -governance .

nd two Executive Directors. A ¢ Pr of e s g
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Corporate Governance Report (continued)

Board Attendance Table Chairman and Chief Executive
Di r e cattemdarscét at meetings of the Board, the Sub-Committees and Advisory Arrangements of The roles of Chairman and Chief Executive are held by
which they were members in 2023 is set out in the table below. different people and the division of responsibilities
between the two is clearly established, set out in
Nominations writing and agreed by the Board of Directors.
S Remu?wg(rjoﬁon* The Chairman is a Non-Executive Professional
Director and responsible for leadership of the Board,
Number of 12 6 5 10 9 4 4 encouraging open and constructive debate at Board
Meetings meetings and ensuring the Board acts effectively. In
Trevor Batten 19719 i 5/5 i 3/3 j[he opinion of the Boar_d, the Chalrma_n is
independent in character and judgement and prior to
, his election as a Non-Executive Professional Director
Sl il 12112 6/6 i i 6/6 in 2016 he had no previous relationship with the
Society. On appointment as Chairman in June 2021,
Janet Clements 10112 - - 10710 7 3/4 3/4 the Chairman had no other significant commitments
to disclose to the Board of Directors, a situation that
Richard Dickinson 4/4 - - - - - - has not changed since his appointment .
The Chief Executive has overall responsibility for
AELTE LIS e s _ _ te s . managing the Societyand for the implementation and
delivery of the strategy and policies agreed by the
Erik Vynckier 1112 5/5 5/5 10/10 - 4/4 4/4 Board.
Nick Warr 7/8 : 3/3 : : . . Non-Executive Directors
The Non-Executive Directors are responsible for
Rachel Webb 12/12 - 2/2 - - - - bringing independent judgement and challenge to

the Board debate and its decisions. They provide
constructive challenge to management and help

*The Nominations Committee and the Remuneration Committee were combined effective 1 May 2023. develop proposals on strategy

This includes one Remuneration Committee meeting and two Nominations Committee meetings.

The Non-Executive Directors meet without the
Executive Directors present at least annually.

Each Non-Executive Director is formally appraised
annually.




Corporate Governance Report (continued)

The Non-Executive Directors may seek
independent advice at the S o c i exXpgngkesin
accordance with Board policy.

Copies of the terms and conditions of
appointment of the Non-Executive Directors are

available for inspection at the So c i eHeadYs

Office and can be viewed by contacting the
Company Secretary.

Executive Directors

Two Executive Directors were in post at the end
of 2023, Rachel Webb, Chief Executive and
Richard Dickinson, Risk and Compliance
Director .

Their performance was appraised by the
Chairman. In appraising Richard Dickinson, the
Chairman considered his directorial duties only
as his executive function was appraised by the
Chief Executive as his line manager.

Independence

In determining whether each Non-Executive
Director is independent in character and
judgement and whether there are relationships or
circumstances which are likely to affect, or could
appear to affect, the Di r e c judgemérg, the
Board uses the provisions set out within the UK
Corporate Governance Code on Division of
Responsibilities as published in  July 2018.
Circumstances which are likely to impair, or could
appear to impair, a Non-Executive Di
independence include, but are not limited to,
whether a director :

rect

A is or has been employed by the Society within
the last five years;

A is or has had within the last three years, a
material business relationship with the Society,
either directly or as a partner, shareholder,
director or senior employee of a body that has
such a relationship with the Society;

A has received or receives  additional
remuneration from the Society apart from a
Di r e c fe® orbmarticipates in any of the
S o c i pensjol schemes;

o000

issues and concerns raised by members. The

Senior Independent Director acts asthe Soci et y t

Whistleblowing Champion, provides counsel for
the Chairman and serves as an intermediary for
the other Directors when necessary. She is also
responsible for holding annual meetings with the
Non-Executive Directors, without the Chairman
present, to appraise the Ch a i r mpexforidasce .

Annabel Venner isthe So ¢ i edmin&tesd Senior
Independent Director, and she may be contacted
by email at:

avenner@forestersfriendlysociety.co.uk

A has close family ties with any of the Soci et y Ys

advisers, Directors or senior employees;

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

A has served on the Board for more than nine
years from the date of their first appointment .

The Board has determined that four of the five
Non-Executive Directors meet the standards set
out in the Code and can be considered
independent, although the code does not require
the Chairman to be assessed after appointment.
One Non-Executive Director cannot be considered
independent as they were previously employed by
the Society, as Interim Chief Executive Officer, for a
period of six months during 2019.

Senior Independent Director

The Code recommends that mutual insurers
0 r.t{ S . . .
maintain a dialogue with their members and

maintain a Senior Independent Director to handle

Appointments fo the Board and Re-election

The Appointment of new Directors is considered
by the Nominations and Remuneration Committee
which makes recommendations to the Board.

Following co-option to the Board, a Director is
subject to election by members at the next Annual
General Meeting. Thereafter, in accordance with
the S o c i Ruleg,ehsh Director must retire at the
Annual General Meeting three years after the
meeting at which they were last elected or re-
elected as a Director. A retiring Director may seek
re-election subject to the So c i &tles &l the
Code. A Di r e cinitial tekrsn of office may be
reduced to align with Board rotation .

Rachel Webb will be subject to re-election at the
2024 Annual General Meeting. Richard Dickinson
will be subject to election at the 2024 Annual
General Meeting.
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Corporate Governance Report (continued)

Diversity, Equity and Inclusion

The Board recognises the importance and value
of diversity, equity and inclusion across the
Society and seeks to attract and retain
individuals based on merit, the skills and
experience that individual can bring. At a Board
level it also embraces knowledge and
understanding of relevant diverse geographies,
Courts (Branches) while taking into account the

composition, and how ani ndi v isklls antd 9 s

experience complement those of others on the
Board. The gender balance of the Board,
management and staff are shown in the
Nominations and Remuneration Committee
report on page 49.

Appraisal and Evaluation

The Code recommends that the Board should
undertake a formal annual evaluation of its own
performance and that of its Committees and
individual Directors. It also recommends that the
Chairman should consider having a regular
externally facilitated Board evaluation.

An external review of the Board by an expert
consultant, Hanover, in the area of board
effectiveness completed in 2023. The Board
developed a plan to address any recommended
improvements and enhancements during the
year.

The Board periodically reviews internal evaluations
on the effectiveness of its Sub-Committees led by
the Sub-Committee Chairmen and assisted by the
Company Secretary.

The Directors, led by the Senior Independent Non-
Executive Director, also evaluated the performance
of the Chairman and gave feedback which was also
reflected in the Board discussion. The Non-
Executive Directors and the Executive Director will
meet without the Chairman present to appraise
the Ch ai r meforidance in July2024.

The Chairman reviews the performance of each
Non-Executive  Director  where they are
encouraged to highlight any potential skills gaps or
areas of development in order that training can be
provided . Each Director is required to undertake a
programme of continued professional
development designed to expand and update their
skills and knowledge, both within the Society and
outside. The Chairman is responsible for reviewing
training requirements for the Board as a whole
and sources such training as required. CPD
records for each Director are held by the Company
Secretary and form part of the annual appraisal
evaluation.

Compliance with the AFM Corporate
Governance Code (the Code’) — January 2019

The Board is committed to following best practice
of corporate governance, wherever appropriate
for the Society. The recommendations of the Code
are applied usingan ¢ a p prid ¢ x p | @proadch
to explain how the applications of the Principles of
the Code has resulted in effective corporate
governance outcomes.
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Corporate Governance Report (continued)

Code Principle Applied | How the Society has applied it? Code Principle Applied | How the Society has applied it?
Principle 1: Purpose v Mutuality and our heritage play an important part in the Principle 3. v Individuals appointed to the Board go through an
d Leadershi Society’s values in aiming to make a positive impact on - induction process which encompasses accountability
and Leadersnip : Director SoeoS . ;
An effective Board the lives of our members. Responsibilities and responsibilities in line with regulatory requirements
fomotes the pumose The Board reviews the Society’s purpose, objectives and and best practice. Individual Directors confirm that they
P 16 purp strategy from which the Business Plan is formulated. The Board and understand their specific regulatory responsibilities as
of an organisation, and e : : individual Directors defined in the Society's Responsibilities Map when
ensures that its values, eI el e ST VeI QUERS el IEl I should have a clear taking on any new responsibility and re-confirm on an
strategy and culture WhIICh the Society's strategy and Busmess Plan are understanding of their annual basis thereafter
align with that purpose. articulated and brought to life a? an operatllonal level. The accountability and I tl PRI
ova(ejrall purtp(()jsg erllnd.values Wh'CB ‘égdgrp't” the Sltrat?% responsibilities. The prgcessggl?s/ seotpglrjetl |enS its Trgfr%s Ofcs:{ere%%\éeggfqﬁg
221 E)X%eectﬁrouehivel?tﬂs 2[)%?;?%% rg uTaresvti% tre;i?]ino Board's policies and Board and its Sub-Committees and robust internal
andpagpraisalsg o 1 ! g&%%%%;ef?eizsgld policies and practices. This allows for independent
The Society monitors culture and employee engagement decision-making and gﬁnsgﬂgtwtﬁed&ﬂ:ﬁgge’ Oefff?r(]:gveso(é?é:tlysylgn-Srg;:tlgng ggg
through employee surveys, absenteeism rates and exit independent challenge. B p?n Plan y gy
interviews. An annual employee survey is conducted USINESS Fan. . . .
using Best Companies, enabling results to be compared Thg Board are required to deplare any potential conflicts
with similar organisations and that of the previous year. (éf mt(;arest Otf} an aSnr}uaI bad3|s and any IChangte?jat %3(3“
oard meeting. Safeguards are implemented where
there could be any potential conflict.
Yoty : . A Senior Independent Director is appointed to provide a
Principle 2: Board v The Society’s Rules set out the requirements for election, re- . .
Compgsition election and maximum terms of office which are in line with isnotupr?]m(% bozfar(: ft%r :h[geircrlalrrmap ﬁ?nﬂ dt%s%rgeras an
Effective Board the Code. The Society has a policy on Board Diversity, Equity ermediary for other LIrectors, stait a EMBErs.
ective Boar

composition requires
an effective Chair and
a balance of skills,
backgrounds,
experience and
knowledge, with
individual Directors
having sufficient
capacity to make a
valuable contribution.
The size of a Board
should be guided by
the scale and
complexity of the
organisations.

and Inclusion which supports appointments to the Board and
succession planning.

All' Executives and Non-Executives performing a Senior
Management function are subject to approval from the
Prudential Regulation Authority and the Financial Conduct
Authority under the Senior Managers & Certification Regime.

The composition and succession plans are regularly
reviewed by the Nominations and Remuneration Committee
in line with the Society’s needs and regulatory requirements.

The Society maintains a skills matrix clearly identifying the
knowledge and experience of individual Directors and
showing where there may be gaps on the Board as a whole.
Any identified areas of knowledge gap are sought to be
addressed in future appointments.

Accountability is driven through routine evaluations of the
Directors, Board and its Sub-Committees.
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Corporate Governance Report (continued)

Code Principle Applied | How the Society has applied it?

Principle 5:
Opportunity and
Risk

A Board should

promote the long-term
sustainable success of

the organisation by
identifying

opportunities to create

and preserve value
and establishing
oversight for the
identification and
mitigation of risks.

Principle 5:
Remuneration

A Board should
promote executive
remuneration
structures aligned to
the long-term
sustainable success
of an organisation,
taking into account
pay and conditions
elsewhere in the
organisation.

When considering strategy and the Business Plan, the
Board considers both tangible and intangible sources
of value, and the stakeholders that contribute to it. This
includes returns to policyholders, return on member
capital, discretionary benefits and benevolent and
social interactions through our Court network. The
Board’s decisions are focussed on delivering long-term
success for the benefit of its policyholders and
members.

An effective risk management framework supports the
Board in delivering its strategy to protect policyholders
and members and helps with the efficient use of

Principle 6:
Stakeholder
Relationships and
Engagement

Directors should foster
effective stakeholder
relationships aligned to
the organisation’s
purpose. The Board is
responsible for

overseeing meaningful
engagement with
stakeholders, including
the workforce, and
having regard to their
views when taking
decisions.

capital. This framework is articulated in the Annual
Report and Accounts on page 21.

v The Nominations and Remuneration Committee is
responsible for making recommendations to the Board
concerning the remuneration strategy, framework and
benefits for the Board, key function holders and Officers of
the Society. Executive Directors and key function holders.
In doing so, the Committee can engage third party
consultants/advisors to assist on best market practices
and remuneration benchmarking.

The Society’s Remuneration Policy is set out and
monitored by its Nominations and Remuneration
Committee which aims to attract, motivate, support and
retain high quality diverse talent with the necessary skills
to achieve the Society's objectives, meet regulatory
requirements and support the short, medium and long
term interests of our policyholders and members.

v

Stakeholder engagement is embedded at all levels:

Owners (policyholders and members) — the Society has
been engaging with its owners since 1834 providing useful
financial products and philanthropic offerings and activities.
It operates a delegate system which provides a high level of
engagement at the Society’s Annual General Meeting (“High
Court”). It also engages at regional conferences and holds
webinars where members can comment and ask questions.
The Society conducts a regular customer satisfaction survey
(2021: 90.6% satisfied score) and has appointed a
Consumer Duty Champion with responsibility for raising
Consumer Duty regularly in all relevant discussions and
focussing on customer outcomes.

Employees — the Society has established a Staff
Engagement Group (“SEG”) comprising of staff members and
supported by the Chief Executive. SEG produce a regular
newsletter providing updates on matters considered at their
last meeting and encouragement is given to employees to
provide feedback and suggestions for future consideration.
The Society has invested in an Employee Benefits portal to
help employees make their money go further and also put in
place an Employee Assistance Programme to provide free
and confidential access to help and advice when dealing with
the challenges that life can bring. In 2023 we added a
further staff benefit in the form of a health cash plan. A
Senior Independent Director is appointed and serves as an
intermediary for other Directors, staff and members. A
Whistleblowing Policy is in place, which sets out the way in
which individuals may raise any concerns that they have and
how those concerns will be dealt with.

Wider engagement — each year the Society’s High Chief
Ranger (President) nominates a charity of their choice for the
Annual Charity Appeal, and this provides a national focus for
the fundraising efforts of our members and complements the
many local charities that our branches support.






































































