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We put members at the 
heart of what we do
Welcome to the 2019 Summary Report and Financial 
Accounts for the British Friendly Society.

We start with a personal welcome from our Chairman, 
Stuart Purdy. Stuart describes our results and achievements 
against an external context.

Next, you’ll be introduced to the members of our Board 
before our newly appointed CEO, Gordon Hull, presents the 
‘Strategic Report’. Gordon’s Overview and Business Review 
describe our business model and how we performed 
against our objectives in 2019.

The ‘Financial Statements’ and accompanying notes 
provide detailed reporting on the financial performance of 
the Society. 

We would like to thank you for your support throughout 
2019, which has most importantly helped us to pay claims 
to the 1,295 members who unfortunately suffered illnesses 
or injuries last year. We’re very proud to be making a 
positive difference to our members’ lives. 

This report gives us the opportunity to reassure you of your 
Society’s strength and our ability to support you should you 
need us. We very much hope you find it helpful. 

Warm regards,

The British Friendly Team

Leslie,
member since 2018
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Chairman’s 
Welcome
Stuart Purdy
Chairman of the Society

Introduction

This is my first introduction as Chairman, and it 
is a privilege to take on this role at this exciting 
time in the development of the Society. I would 
like to thank Chris Radford, my predecessor, 
for all his work on behalf of the Society and for 
ensuring such a smooth transition for me.  I am 
very pleased that Chris has agreed to continue to 
serve on the Board for a further period.

2019 was a very good year for the Society. Despite 
political and economic uncertainty, combined 
with sluggish growth in the UK economy, I am 
delighted to report that the Society has achieved 
a trading surplus of over £9.3 million and, after 
taking into account member withdrawals of 
£5.0 million, has made a significant contribution 
to member funds through the Fund for Future 
Appropriations of over £4.3 million.  The increase 
in members funds highlights the long-term value 
added to the Society through the strategic 
decision taken three years ago to develop the 
Protect book of business. 

Over the year, we increased our membership 
by 17.5% to 32,310 and, as we move into a new 
decade, we are helping more members than ever 
protect their income and secure support in times 
of need.  At the time of writing, the UK is starting 
our lockdown and 2020 will be challenging but 
we are particularly proud to have maintained 
our service to members, a key factor that 
differentiates British Friendly.

The past year has also been a period of 
significant change for the Society.  I am 
delighted to welcome Gordon Hull as our new 
Chief Executive Officer following a rigorous 
external search.  Gordon brings extensive 
experience of successfully transforming financial 
services businesses and bringing greater value 
to customers.  

I am also very pleased by the progress we 
have made in delivering against our long-term 
strategic plan, including the development of 
a new administration platform that will lay the 
foundation for the Society’s growth in the years 
ahead.  

The Board said farewell to Lee Schöpp and 
Michael Bartholomeuz in 2019. Lee joined the 
Society as Finance Director in 2010 and I would 
particularly like to thank Lee for serving as 
interim Chief Executive until the appointment 
of our new CEO. Michael served as Chair of the 
Society’s Audit & Compliance Committee and I 
would like to thank him for his contribution.  We 
wish Lee and Michael all the best for the future.

Membership

Our membership grew significantly in 2019 and 
we were proud to protect the incomes of over 
32,000 members against sickness or disability.  
It is a privilege to have been chosen by members 
and Financial Advisers who have recommended 
us.

In 2019, we again paid 94% of claims received, 
and we continue to do all that we can to ensure 
that we are able to help as many members as 
possible.  We also sought to help our members 
in new ways and built upon the strength of our 
award-winning Mutual Benefits programme 
with new benefits helping our members to 
save money, take advantage of exclusive offers 
and access advice on wellbeing and lifestyle 
guidance. In 2019 we also introduced BF Care, a 
new discretionary programme including benefits 
such as Death and Bereavement benefit, Care 
Assistance and Recovery Support benefit.  

Bonus

I am pleased to report that, for this year, we 
were able to maintain our interest rate at 1.75% 
and increased our terminal bonus to 20% (17.5% 
in 2018) for Holloway members. This reflected 
a very good performance in 2019 for our 
investment portfolio.

Results

New policy sales exceeded our expectations 
in 2019, reflecting strong relationships with 
our longstanding intermediary partners and 
our success in developing new relationships.  
This contributed to record premium income 
of over £10 million. A contract was signed to 
develop a new administration platform and our 
investment to date appears in the Statement 
of Financial Position. The new platform will 
enable efficiencies as well as the ability to 
deliver product enhancements to our members. 
The Society ends 2019 with a healthy financial 
position, with a Solvency Capital Ratio of 201%. 
This provides us with the capacity to invest in our 
Society and deal with challenges and changes in 
market and investment conditions.
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Regulation

The Society focused on several key themes 
in 2019 including the ongoing embedding of 
the Senior Managers and Certification Regime 
(SMCR) which was successfully implemented 
in 2018, and operational resilience, outsourcing 
and third-party management consultation 
papers produced jointly by the FCA, Prudential 
Regulation Authority (PRA) and the Bank of 
England.  The Bank of England released its 
supervisory statement for banks and insurers 
outlining the management of financial risks 
of climate change.  The Society has allocated 
responsibility for the specific management of 
financial risks related to climate change to the 
Interim Finance Director and an initial plan is in 
place. 

Corporate Governance

We welcomed Samantha Blackie and Ian Bullock 
as new Non-Executive Directors to the Board in 
2019. Ian, a qualified Actuary, was also appointed 
as Chair of the Audit and Compliance Committee 
and we look forward to benefiting from Sam’s 
human resources knowledge, skills and advice. 
Both bring significant experience gained in 
member-owned financial services organisations.

I am also pleased to welcome Nicole Coll to the 
Board as a Non-Executive Director effective from 
January 2020.  Nicole is a Chartered Accountant 
with significant experience as a Finance Director 
in financial services. 

All three Directors were appointed following 
a Board skills review and search and selection 
processes using external search partners.  

I would like to thank all of my Board colleagues 
for the time, effort and expertise they bring to 
the Society.

2019: New Board Members

Samantha Blackie
Non-Executive Director

Ian Bullock
Non-Executive Director

2020: New Board Member

Nicole Coll
Non-Executive Director

Stuart Purdy
Chairman of the Society

Looking ahead
Sadly, having hoped for greater political 
stability following the UK General Election and 
the withdrawal of the UK from the European 
Union at the end of January 2020, we are faced 
with the uncertain impact on all our lives of 
the Coronavirus (COVID-19) pandemic.  This 
event has been described by authorities as the 
greatest public health threat since the end of 
the Second World War.  At the time of writing, 
we do not know the full impact of the virus on 
our members, intermediaries or colleagues.  
However, we do expect an increase in claims 
and investment markets have been significantly 
affected.  We will do all we can to support and 
provide service to our members, colleagues and 
financial advisers and to safeguard the Society 
for the long-term. 

I would like to thank our members and 
intermediaries for their continued support 
and thank you for taking the time to read this 
Overview.  I wish you the very best for the 
coming year as we come through the challenges 
of the current Coronavirus pandemic. 

One thing that distinguishes British Friendly 
from others is the commitment and dedication 
of our staff based in Bedford and across the 
country. I particularly thank each and every 
one of them for their work during the year 
under review but especially during the current 
pandemic when they have done so much to 
maintain our service and support to members in 
such challenging circumstances.

Our Current Board of Directors

Stuart became Chairman of British Friendly in 2019 and is very 
committed to the UK’s mutual sector. He also Chairs the Beverley 
Building Society and is a member of the Scottish Life Supervisory 
Committee.

Stuart Purdy
Chairman

Robin joined the Board in June 2017 and has over 35 years 
experience in financial services. Robin is chair of Remuneration 
Committee.

Robin Willison
Senior Independent Director

Sam was appointed as Non-Executive Director in 2019. She 
is a corporate Human Resources Director with over 29 years’ 
experience. 

Sam Blackie
Non-Executive Director

Chris joined the Board in June 2010, previously holding the role 
of Chairman and since then Chair of Nomination Committee and 
has over 35 years of experience in the Financial Services sector.

Chris Radford
Non-Executive Director

Ian joined the Board in June 2019 as a Non-Executive Director 
and Chair of the Audit & Compliance Committee.

Ian Bullock
Non-Executive Director

Nicole joined the Board as a Non-Executive Director in January 
2020.  Nicole is a Chartered Accountant with significant experience 
as a Finance Director in financial services.

Nicole Coll
Non-Executive Director

Audrey joined the Board in April 2016 as a Non-Executive Director 
and Chair of the Risk and Investment Committee.

Audrey McNair
Non-Executive Director

Gordon joined the Board in July 2019 with over 25 years’ experience 
of developing businesses in the financial services sector. 

Gordon Hull
Chief Executive Officer

The full bios for the Board of Directiors 
and Management Team are available in 
our full Report and Financial Statements 
at members.britishfriendly.com/about-us/
society-information/.
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We were delighted to record another fantastic 
year in terms of membership growth. We helped 
improve our distribution coverage by linking 
with a number of large mortgage networks, 
which has allowed us to forge new connections 
with advisers and attract new members.

Business Environment

2019 was a strong year for the Society in terms of 
trading performance, continuing the momentum 
of previous years. Key performance indicators 
and how we measure them are as follows:

Capital Position

We wrote a significant volume of profitable new 
business in 2019 which increased our capital 
requirements and maintained a strong Solvency 
Capital Ratio.  Our Solvency position allows us 
to invest in our Society while protecting the 
interests of our members.

Claims

Paying claims is at the core of our business and 
so we were delighted to be able to exceed our 
target for claims acceptance by 4%.  We aim 
not only to help members when they are unable 
to work and earn an income, but we also are 
committed to helping members return to work 
as quickly as possible. 

Service Levels

The Society sets targets for service based on 
time taken to deal with member queries and 
claims and efficiency in answering calls and 
monitors actual performance against those 
targets. We received unexpectedly high levels 
of new business in the first half of 2019 and 
a significantly higher level of claims than in 
previous years.  Despite staff recruitment in key 
areas, we ultimately fell short of our ambitious 
targets in this area. Improving our turn-around 
times in key areas such as underwriting and 
claims is an important focus for 2020. 

Other Performance Indicators

As shown above, the majority of our business 
targets have been met and, in some cases, 
significantly exceeded.  Work continues on the 
development of a new administration system 
which we expect to be operational in early 2021.

Trends and Factors likely to impact the future 
development, performance or position of the 
business

The Society plans to continue to grow in a 
sustainable way in the years ahead by offering 
protection products to a wider audience 
of customers through existing and new 
intermediaries. The income protection market 
has grown strongly in recent years and we 
expect this to continue in the longer term.  

The Society’s growth in membership in the past 
three years means that we expect claims from 
members for sickness and injury to continue 
to increase.  We need to ensure that there are 
suitable processes and staff in place to ensure 
that we can provide high levels of service.

A new administration system will enable us to 
improve service and products for our members 
and intermediaries in a cost-effective way.  
The implementation of this system will take a 
significant amount of management time in 2020.    

Sadly, at the time of writing, we are faced 
with the uncertain impact of the Coronavirus 
(COVID-19) pandemic and significant economic 
disruption.  We do not know the full impact of 
this on members, intermediaries or colleagues.  
However, we have seen an increase in claims 
and investment markets have been significantly 
affected.  We have maintained services for our 
members and intermediaries.  We are monitoring 
all relevant risks from the impact of Coronavirus 
(COVID-19) and have modelled possible 
scenarios to assess the impact on the Solvency 
position. Management and Board consider that 
the Society is able to maintain its Solvency, now 
and in future years, and will take any mitigating 
actions required to safeguard the position of the 
Society. An internal audit will be undertaken to 
provide assurance of the systems and controls 
in place now that staff are working from home.

People & Culture

At British Friendly, our aim is always to put our 
members at the heart of everything we do. And 
the best way we communicate this message 
directly is through our people, by fostering 
an ethos in which we celebrate our values and 
encourage all of our colleagues to embody these 
values in their daily work.

We consider our colleagues our most valuable 
asset, which is why we offer a comprehensive set 
of benefits and reward our staff through a bonus 
scheme closely linked to the Society’s strategic 
targets and their personal performance.

The Society also actively supports local charities 
each year. For 2019 staff voted from a shortlist 
of worthy local charities and chose Road Victims 
Trust (RVT). RVT supports the families of 
those affected by serious road traffic incidents, 
providing counselling and bereavement support.

To help raise money for this very worthy 
cause our colleagues took part in a number of 
fundraising activities including bake sales, dress 
down Fridays and even taking to the skies in a 
sponsored skydive.

Introduction

I am delighted to join the Society in the year 
in which we welcomed our 30,000th member 
and helped a record 1,295 members through 
their time of need, helping many to return to 
work.  This reflects the successful delivery of the 
ambitious long-term strategic plan on which the 
Society embarked three years ago.  During this 
period, the Society has grown substantially – and 
2019 was another year of substantial growth in 
the number of members and premiums earned 
- but we have sought to remain true to the 
purpose and values that lay behind our founding 
in 1902.  Our members are the reason that we 
exist as a Society, and why we aim to put our 
members at the heart of everything we do.

The successful delivery of the long-term strategy 
is the culmination of a great deal of hard work by 
our team.  We may be small in number compared 
to some much larger insurance firms, but we 
have continued to show that we can deliver 
award-winning levels of personal service, top-
rated products that intermediaries are happy 
to recommend to their clients and innovative 
benefits for our members, as well as consistently 
paying a high proportion of claims.  I am grateful 
to all of my colleagues for the energy and 
commitment that they bring to their work every 
day and their contribution to the success of the 
Society.

2019 was also a year of transition for the 
Society, as we look forward to the next phase 
in the development of the Society.  We are 
well-progressed in the delivery of a new 
administration system which will enable us to 
improve service and products for our members 
and intermediaries in a cost-effective way.  We 
are also delighted that more intermediaries, 
from a wider range of channels, have chosen to 
recommend our products to their clients.  Finally, 
I’ve been pleased to welcome a number of new 
colleagues to our team to support the growth of 
the Society.

Business Review

Principal Objective

The Society was founded in 1902 to provide 
sickness benefits for commercial travellers 
(travelling sales people) and their families. 
Many things have changed since then but our 
principal objective remains the same, to support 
our members financially as they recover from 
sickness or an injury.  We do this through the 

provision of Income Protection products, which 
are sold through intermediaries to people who 
need them. 

Strategy

Our strategy is driven by our purpose which is 
to be a trusted and relevant provider of financial 
support for our members in times of need.  We aim 
to offer attractive protection products that meet 
the needs of people and which intermediaries 
will want to recommend to their clients.  We aim 
to be easy to do business with for intermediaries, 
so they will consider us for their clients and help 
us grow.  We aim to be easy for our members by 
providing a personalised service which they will 
value.  We are guided by our promise to do the 
right thing for our members, rather than pursuing 
shareholder profit, which allows us to consider 
the situation of each member, pay out claims 
whenever possible, and offer additional benefits 
such as physiotherapy and counselling.  By 
putting our members at the heart of everything 
we do, more intermediaries will recommend us 
and we will grow, ensuring we have a strong 
solvency position and are able to deliver even 
more benefits for our members.

Business Model

Our business model is to sell protection 
products to a wide range of customers who are 
recommended to choose us by intermediaries.  
We design, build and administer our products 
ourselves, which means that we are able to 
meet the specific needs of customers and 
provide excellent service to our members 
and intermediaries.  Operations, Claims and 
Underwriting, as well as most of our key 
functions, are managed in-house.  We outsource 
a small number of specialist functions, including 
Actuarial, Audit and Investment Management. 
We partner with specialist third-parties for 
systems development and the provision of 
services.

Business Performance

Targets are in accordance with our business plan. 
Membership

Strategic Report
Gordon Hull
Chief Executive Officer

Criteria Target Achieved

Solvency Capital Ratio 195% 201%

Criteria Target Achieved

Service Levels 93% 86%

A warm welcome to everyone reading this report.  

It’s a pleasure to write my first Strategic Report as 

Chief Executive Officer. 
“ “

Criteria Target Achieved

Ratio of Accepted Claims 
to Claims Received

90% 94%

Criteria Target Achieved

Membership 30,000 32,310
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Risk Management
Georgina Rose
Risk & Compliance Director

Implementation of Risk Framework

The Society has been enhancing the three lines of defence model used within its business, which 
provides a clear set of principles and a framework for managing risk across the organisation. 

It is the responsibility of the 
first line of defence to own, 
manage and supervise risks 
with an agreed defined risk 

tolerance.

The second line provides 
oversight and control, 

including leading risk culture 
and analysing the overall risk 

profile, reporting to both 
the Risk and Investment 
Committee and Board.

This includes the responsibility 
of the Society’s internal audit 
function to review the overall 
performance of assessing key 
risks and their management 

and reporting on them to 
Committees and, through 

them, to the Board.

Risk Management Process

The risk management process includes:

 �Identification of significant risks by function, 
with a minimum quarterly review by the Chief 
Risk Officer and the Risk owner

 �Assessing risk by potential impact and 
likelihood and key mitigation measures 
identified.  The current level of risk is compared 
to the risk appetite to determine whether 
further mitigation is required

 �Regular reviewing, challenging, prioritising 
and monitoring by the senior management, Risk 
and Investment Committee and ultimately the 
Board whose members determine the overall 
risk profile both qualitatively and quantitatively

The Society, through its Own Risk and Solvency 
Assessment (ORSA), carries out an assessment 
of the adequacy of its risk management and 
current and projected solvency positions under 
normal and severe stress scenarios.  This allows 
the Society to fully understand the material risks 
it faces and consider further mitigating actions. 
The Board has assessed the principal risks facing 
the Society, including those that would threaten 
its business model, future performance, solvency 
or liquidity, and the management and mitigation 
of those risks through a range of management 
actions.  The assessment has included stress 
testing financial forecasts for severe but 
plausible scenarios, both individually and in 
the aggregate.  It is impossible to foresee all 
risks, and the combinations in which they could 
happen and there may be risks that currently 
do not appear material.  However, the Society 
expects that it will be able to continue to operate 
and meet its liabilities as they fall, whilst being 
here for its members. 

First Line of Defence Second Line of Defence Third Line of Defence

Individual 
departmental 

managers

Risk and 
Compliance Team

Internal Audit and 
other sources of 

independent assurance 
that interact directly 

with the Society’s key 
oversight committees. 

Assess ReviewIdentify

Introduction

The Society’s Risk Management Framework is 
documented in a set of risk management policies 
each of which has been approved by the Society’s 
Board.  Each identified risk appetite has a set 
of potential outcomes which are then linked to 
the risk register, which records all the individual 
risks that have been identified as posing a threat 
to the achievement of the Society’s planned 
strategic objectives. Mitigation plans are then 
established against key risks in order to manage 
them appropriately.

Risk Appetite Statements

Risk Appetite Statements define the level of risk 
the Society is willing to take in order to achieve 
its strategic objectives.  

The Board reviewed its Risk Appetite Statements 
in 2019, in order to establish the level of risk that 
the Society is willing to take, whilst maintaining 
a sound risk management and internal controls 
framework.  These statements then define the 
risk tolerance levels throughout the business, 
and along with our values, provide clarity on the 
risk culture.

As a result of these efforts the Society was able 
to raise a grand total of £7,353.35, which is a 
testament to the tireless fundraising activities of 
our colleagues.

For 2020 our colleagues have chosen FACES, a 
Bedford based domestic abuse charity, as our 
charity of the year.

Conclusion

I am delighted to join the Society at this exciting 
period in its development, despite the uncertain 
challenges that COVID-19 may present in the 
future.  I look forward to building on the solid 
foundations we already have in place to deliver 
the very best results for our members over the 
years ahead.

Gordon Hull
Chief Executive Officer

A Timeline Of The Year 
Have a look at all the great things we achieved in 2019....

CLAIMS  
ANNOUNCEMENT

January
We announced our Claims 
Statistics for 2018 (94.7%) & 
the last 13 years (96.2%)

February
We upgraded our 
discretionary Mutual Benefits 
programme to include 
Hotelogical and Lifeworks

March
We held our Member 
photoshoot to update our 
imagery with photos of real 
members like you.

We launched Neil’s case study

April
We launched a case study 
about the “Health MOT” 
benefit available through our 
Mutual Benefits programme

May
Our Claims Manager James 
won the ‘Outstanding 
Customer Care Award’ at the 
Cover Customer Care Awards

June
We reached the milestone 
of 30,000 members covered 
by British Friendly Income 
Protection

July
We won the ‘Life and 
Health Claims Award’ at the 
Protection Review Awards

October
We won the ‘Best Added 
Value Provider Award’ at the 
Cover Excellence Awards

December
We donated 14 bags full of 
gifts and essentials to support 
local people in need as part of 
the ‘Love in a Bag’ campaign
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The members of the Board are responsible for keeping proper accounting records which disclose with 
reasonable accuracy at any time the financial position of the Society and to enable them to ensure 
that the financial statements comply with the Friendly Societies Act 1992.  They are responsible for 
safeguarding the assets of the Society and hence for taking reasonable steps for the prevention and 
protection of fraud and other irregularities.

Results for the Year
Total 2019

£’000
Total 2018

£’000

Income Premiums 10,586 8,889

Investment income 3,199 2,155

Unrealised gain on investments 3,616 236

Other 25 22

Total income 17,423 11,302

Costs Claims payable (3,657) (3,131)

Expenses (9,900) (10,053)

Unrealised loss on investments (400) (2,873)

Change in technical provisions 5,924 9,481

Total cost (8,033) (6,576)

Trading surplus for the year 9,390 4,726

Member 
withdrawals (5,027) (5,426)

Net surplus (deficit) 
for the year after 
withdrawals 4,363 (700)

Financial Position at the end of the Year
Total 2019

£’000
Total 2018

£’000

Assets Investments 67,227 71,035

Other assets 9,189 6,181

Total assets 76,425 77,216

Liabilities Technical provisions 34,450 40,374

Fund for future appropriations 39,313 34,950

Other 2,662 1,892

Total liabilities 76,425 77,216

The summary financial information above has been extracted from the full statutory financial 
statements which were approved on 03/04/2020.  The full statutory statements have been audited 
and received an unqualified report from the auditors, BDO LLP Chartered Accountants, who have 
also confirmed to the Board that the summary financial information is consistent with the full 
statutory financial statements.

A copy of the full statutory statements, including the Report of the Board and Auditors’ report are 
available on our website at www.britishfriendly.com or a copy can be obtained from the Society’s 
offices, 45 Bromham Road, Bedford, MK40 2AA.

Signed on behalf of the Board:

Stuart Purdy
Chairman

Risk and Description Mitigating Actions

Financial Risk: This risk relates 
to movements in the financial 
markets and the result on 
investment portfolios and 
property.  It also considers third 
party risk and the ability to 
monitor third parties who may 
default and in turn cause a loss 
to financial assets.

The Society continuously monitors its investment portfolio 
with its investment managers who have set parameters and 
trigger points in place established through an investment 
mandate. 

The Society also monitors its cash flow against budget and 
requires the distribution plan to be reviewed against budget 
at least quarterly.

The Society has a formal and robust due diligence process 
which is risk based against any third-party relationship. The 
Board review the performance of the Business through a 
formal Quarterly Business Review.

Insurance Risk: This risk 
considers the business we 
receive against the tolerances 
and forecast set to determine 
areas outside of appetite and 
which in turn may affect our 
solvency. 

The Society monitors both new and existing business 
against various metrics that include product type, claims, 
lapses and retention.  We also monitor by distribution 
channel and any changes or movements in the intermediary 
market. 

Legal Risk: This risk considers the 
areas of risk relating to regulation 
and our abilities to adhere to 
regulatory requirements and 
reporting.

In 2019, the Society introduced an enhanced level of 
sanction screening checks and anti-money laundering 
checks.  Regulatory reporting is completed throughout the 
year in coordination with our actuaries.

Operational Risk: Included in this 
risk is business service, conduct 
risk, data security, succession 
planning including key person 
dependency risk, along with 
business continuity planning and 
disaster recovery.

The Society has process maps in place to provide 
procedures for all operational activities and to ensure 
consistency throughout the business. This supports our 
people to provide good customer outcomes.

Reputational Risk: This risk 
considers the failure of any 
other risk which could damage 
opinions resulting in either loss 
of members and/or financial loss, 
including regulatory fines.

The Society reports regularly on any member dissatisfaction 
to the Audit and Compliance Committee and the Board.  
This includes regular reporting of complaints and trends 
to understand any changes in process and reviewing social 
media to understand any other issues.

Strategic Risk: This risk considers 
the Society’s solvency ratio and 
capital requirements and being 
able to ensure member’s money 
is protected.

Various assessments and regulatory reports are produced 
to assess the predicted solvency and financial position on a 
range of different stress scenarios.  The Society also reviews 
the business model and the ability to change and adapt 
where required

The following provides a summary of our as principal risks and uncertainties together with mitigating 
actions:

Brexit

Due to the Society’s business and operations 
being within the UK, Brexit is not expected 
to have an adverse effect on the Society. The 
Society’s Investment Managers are continuously 
monitoring the Society’s investment book and 
will react accordingly.

Climate Change

Climate change, and the Society’s response to 
it, presents a number of financial risks to the 
Society. Whilst many risks are likely to fully 
crystallise over a period of years, a number of 
them are starting to become apparent and have 
effect now. Financial risks from climate change 
arise as two separate risk factors – physical risk 
and transition risk.

Potential physical risks to the Society, as an 
Income Protection insurer, come from changes 

to morbidity and mortality arising from, amongst 
other factors, changes in air quality, temperature 
change and stresses on infrastructure.  The 
Society monitors claims and lapse trends on an 
ongoing basis and takes mitigating action where 
necessary.

Potential transition risks arise from the valuation 
of assets invested in sectors sensitive to moves 
towards a low carbon economy and the effects 
of changes in priority for government funding 
in response to a need for climate change 
mitigation. The Risk and Investment Committee 
has engaged with its Investment Manager to 
understand these risks and how they may impact 
the investment portfolio.

The Interim Finance Director has been allocated 
the responsibility of managing the financial risks 
from climate change and this is included in his 
statement of responsibilities. 
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