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CHAIRMAN‘S WELCOME STATEMENT

Membership increases nearly 

20% to just over 20,000.

I would like to start this year’s 

welcome statement by saying 

how honoured I am to have taken 

over as the Society’s Chairman in 

2016. It is a real privilege to take 

on the Chairman role during this 

exciting time of great change and 

I would like to thank Nick Bayley 

for the excellent job he has done 

as our previous Chairman, 

successfully leading us through 

some challenging times.

The last twelve months has seen 

enormous change, both within the 

Society and in the wider 

marketplace, and I am delighted 

to say that I believe we have 

come through all these changes 

stronger and better placed to 

face the challenges of the future. 

Whilst we clearly can’t control the 

external environment, the 

changes made within the business 

have been carefully thought 

through. We have managed to 

further strengthen the Society 

and this helps to mitigate the 

uncertainties created by external 

factors.

2016 saw the advent of a new 

Chairman and Chief Executive 

and in addition, an update to our 

strategy which included a 

complete re-branding of the 

Society and a move to a new 

head office. Right in the middle of 

this was the Brexit vote and in 

November we saw the election of 

Donald Trump as president of the 

USA which added further to 

economic uncertainty around the 

globe. Unexpectedly equity 

markets, after an initial fall 

following the Brexit vote, saw 

strong growth during the second 

half of 2016.

Against this backdrop 2016 was a 

record year for British Friendly 

Society with membership 

growing 19.5% to 20,440 and 

bonuses paid to members of 

£3.4m. Over the last five years we 

have returned £23.4m in benefits 

and bonuses to our members. We 

believe in total transparency and 

so once again, we were the first 

income protection insurer to 

publish our claims rates which 

showed a market leading 96.1% 

compared to the market which 

varies from 85% to 94%.

Our capital position continues to 

strengthen with the key measure 

of Own Funds, which is the 

capital remaining after deducting 

our liabilities from our assets, 

increasing from £33.3m to 

£36.8m. Our Solvency Ratio has 

increased from 231% to 290% 

over the course of the year 

meaning that the Society is 

extremely well capitalised 

providing reassurance to 

members that we will comfortably 

be able to pay all valid claims.

Introduction

Culture and Values 
The Society’s culture and values are central to everything we do, underpinning our strategy of 

membership growth and value, excellent service and of protecting our members against financial 

uncertainty. 

The strategic report provides more details of our work in 2016 on culture and values and I would 

like to state my personal commitment in leading this crucial aspect of your Society to ensure that 

we meet the commitments and promises we make to members.
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As a mutual Society we exist to 

serve you our members and so 

we place significant importance 

on engaging with you and 

listening to feedback on a regular 

basis. In 2016 we made great 

strides towards increasing 

member engagement with a 

comprehensive quarterly 

programme of different initiatives 

and communication methods 

which included face to face 

meetings, postal and email 

questionnaires, text messages, 

telephone calls, social media and 

our website.

In quarter one we contacted a 

group of our members to gather 

case studies on their claims 

experience. We added a new 

glossary of terms to the 

apportionment statements we 

send to members each year, we 

announced our new Death Benefit 

and we also asked members to 

volunteer to attend our first 

member photoshoot. 

During the second quarter the 

Board held a face to face 

question and answer session with 

members in Birmingham. We 

invited members who volunteered 

for our photoshoot to join us for 

our brand launch event and we 

asked our members to get 

involved with our Annual General 

Meeting through voting, surveys, 

and AGM attendance.

In quarter three we sent out a 

newsletter to our members, we 

announced Care Assistance 

Benefit and we implemented our 

new text message surveys to 

members which replaced after 

sales calls.

Finally, in the final quarter of the 

year, we sent our members their 

end of year statements, we 

invited members to volunteer for 

our 2017 photoshoot and we 

encouraged members to pre-

register for our new Mutual 

Benefits programme.

We are delighted with contact we 

have had with members over the 

last twelve months but there is 

still much to do to improve our 

engagement with members. Our 

various initiatives provided a 

wealth of useful feedback during 

2016 and we will continue to be 

very active in this important area 

going forward.

Member engagement

Board Changes
2016 saw a further strengthening of the Board and executive team with the appointments of Barbara 

Merry and Audrey McNair as non-executive directors and Iain Clark as Distribution and Marketing 

Director. All three bring a wealth of experience and have already made a substantial impact on the 

Society. 

At the end of the year Mark Myers stepped down from the position as Chief Executive. Mark joined the 

Society in 2010 when the business had been experiencing many years of declining membership. He 

helped the Board develop a new growth strategy resulting in membership growing by 43%, from 14,319 

to 20,440, which has been a fantastic achievement. I would like to thank Mark for his enormous 

contribution to the Society over the past six years and wish him every success for the future.

We also saw Roy McLoughlin step down from the Board in 2016 and I would like to thank him for his 

excellent contribution. 

At the end of the year the Board took the decision to appoint Iain Clark as the Society’s Chief Executive 

commencing on 1st January 2017.
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I expect that economic and 

political uncertainty will continue 

in 2017 with the triggering of 

Article 50 signalling our 

departure from the EU together 

with presidential elections in 

France and Germany. Added to 

this will be the impact of Donald 

Trump’s presidency of the USA 

where it is not yet clear how his 

economic policies will impact 

world markets. 

Despite the economic and 

political uncertainty these events 

will undoubtedly create I am 

confident that with a strong 

Board and executive team, a 

highly skilled team working within 

the business, a clear strategy for 

the future and a strong capital 

base underpinning the Society we 

will continue to grow and 

prosper.

Outlook

Summary
2016 was an excellent year for your Society and 2017 is expected to continue with this success. I would 

like to thank all our members for their continued support and also the staff at the Society for their 

unstinting efforts to ensure the Society delivers on all its promises to our members.

Chris Radford

Chairman
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CHRIS RADFORD
Chris was elected Chairman in May 2016. He joined the Board in June 2010 
and has over 35 years of experience in the Financial Services sector most 
recently as CEO of Lambeth Building Society, Legal & General’s unit trust 
business and specialist investment firm TIS Group. He has worked in a 
wide variety of business environments including major global and small 
local, plc and mutuals and across all areas of Financial Services including 
insurance, investments, savings, banking and lending. Chris has 
considerable experience of helping organisations to develop new 
strategies and achieve wide scale changes. He is married, has twin boys 
aged 26, and is an experienced alpine skier, a keen sailor, enjoys golf and 
plays in a blues band.
The skills and experience Chris brings to the Board include strategy 
development and implementation, change management, business planning 
and organisation, executive development, operational efficiency and 
understanding the responsibilities to members of a mutual organisation.

NICK BAYLEY
After serving as Chairman, Nick was elected Senior Independent Director 
in May 2016. He joined the Board in January 2008. With 26 years of Sales 
and Marketing experience in the Financial Services and Banking sectors, 
Nick has held a number of roles - from Independent Financial Adviser 
(IFA) to National Sales Manager of a large bank - responsible for 
generating £30m in annual revenue. He has worked for Barclays and The 
Woolwich, where he managed teams of up to 150 IFAs and set up the UK‘s 
first IFA Training Academy. Nick is now working as an Executive Business 
Development Consultant with St James Place Wealth Management in the 
City, working with over 20 small and medium size businesses to develop 
their strategic and marketing plans and business generation. He is married 
with two children and his hobbies include mountaineering, skiing, running 
and golf.
The skills and experience Nick brings to the Board include a deep 
understanding of the IFA and wealth management community, with a 
particular bias towards sales and marketing.

MEET THE TEAM

AUDREY MCNAIR
Audrey was appointed as a Non-Executive Director in April 2016. She 
chairs the Risk Committee and is also a member of the Audit & Compliance 
and Investment Committees. She has been in Financial Services for 33 
years primarily in the City of London working for a number of banks and 
latterly for Europe’s largest independent asset manager where she was 
Global Head of Business Risk. In that role she was responsible for the 
implementation of the group’s risk management framework and system, 
the production of the Internal Capital Adequacy Assessment Report 
(ICAAP) and directly accountable to the PLC board for the Operational 
Risk and IT risk teams. She chaired a number of committees including the 
Outsourcing, Information Security, Business Continuity, Crisis management 
and Pricing Committees. 
She is a graduate of St Andrews University where she studied French and 
a Fellow of the Institute of Bankers. In 2015 she was appointed to the 
Board of the Earl Shilton Building Society based in Leicestershire. Outside 
work Audrey enjoys arts, travelling, French conversation and running. 
Audrey brings to the Board significant experience in risk management and 
governance together with a deep understanding of the changing 
regulatory landscape.

Board of Directors

8



BARBARA MERRY

Barbara joined the Board in March 2016 as the chair of the Audit and 
Compliance Committee. She also chairs the Remuneration & 
Nomination Committee. She is a Chartered Accountant and has over 
30 years experience in the insurance industry. Until early 2014, she was 
the CEO of Hardy Underwriting Group (listed on the London Stock 
Exchange until 2012). Barbara has served two terms on the Lloyd‘s 
Market Association Board and was a member of the Council of Lloyd‘s 
from 2007 to 2009. She is a Court member of the Worshipful Company 
of Insurers (WCI) and a Vice President of the Insurance Institute of 
London.
Currently, Barbara devotes time to the talent management and 
diversity and inclusion agenda through a variety of insurance related 
networks; she has a number of charitable interests, including as a 
Trustee for the Barbican Arts Centre and the Fight for Sight charity; 
Women for Women International; she is a business angel investor and a 
Non-Executive Director for Domestic and General Insurance Limited 
and Lloyd‘s Broking group and Chairman of Age UK Enterprises UK 
Ltd. Barbara brings to the Board a deep understanding of the financial 
performance metrics associated with an insurance business, including 
detailed knowledge of Solvency II, together with a strong sense of 
strategic direction and a keen interest in people management.

JEFF HAYES

Jeff joined the Board of British Friendly in April 2010 following a 40 
year career in the UK fund management industry. During his period in 
the City Jeff was a dealer on the London Stock Exchange, managed 
Fixed Income portfolios, and took responsibility for delivering client 
service to clients in both the UK and Internationally. For three years 
prior to his retirement, Jeff was one of our Investment Managers which 
gave him a clear insight into the British Friendly operations. In addition 
to his role with British Friendly Society Jeff has a limited number of 
Non-Executive and Trustee roles for UK based pension funds and 
Charitable organisations. Jeff brings extensive investment and financial 
experience to the British Friendly Society and chairs the Investment 
Committee.
Jeff has been married to Rene for 43 years and has two children. He 
enjoys running, golf and photography.

MEET THE TEAM

Board of Directors
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IAIN CLARK

Iain was appointed Chief Executive Officer following Mark Myers’s 
retirement from the Society in December 2016. Iain joined the Society 
as the Distribution & Marketing Director in September 2015 from his 
previous role of Managing Director of Protection at LV=. He was 
appointed to the Society’s Board in April 2016. 

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

LEE SCHOPP

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

Lee is married to Eilish and has two boys Ben and Oscar. In addition to 
his role at British Friendly, Lee also founded a successful micro brewery 
operating in Bedfordshire.

MEET THE TEAM

Board of Directors

Management Team
DEBBIE ELMS (HEAD OF RISK AND UNDERWRITING)

Debbie joined the Society in October 1982. Having completed various roles 
within the business, in 1996 Debbie became the Society’s first full-time 
underwriter whilst still remaining very much involved with the processing 
and payment of claims. Debbie now leads the Society’s Underwriting and 
Claims teams as part of her role as Head of Risk and Underwriting. 

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

LORRAINE DONALD (HEAD OF OPERATIONS)

Lorraine joined the Society in June 1983. During her career with the 
Society Lorraine has held a number of roles which has allowed her to 
gain an extensive knowledge of the business and the membership. 
With this wealth of experience Lorraine became Head of Operations in 
2011. 

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

ANDY BARRETT (HEAD OF IT)

Andy joined the Society as a freelance IT consultant in October 2009 
to manage the implementation of the Protect range of products and 
their distribution through the Independent Financial Adviser (IFA) 
market. He joined the Society on a permanent basis in October 2013 to 
oversee the delivery of all of the Society’s projects, having previously 
worked extensively in the Insurance sector in IT and Project 
Management. 

Andy is a keen long distance walker and in June 2016 completed a 53 
mile walk for charity in just over 17 hours.

JULIE GREENWOOD (DISTRIBUTION DIRECTOR)

Julie is a highly skilled and influential senior relationship director with 
20 years’ experience in Financial Services, across IFA and tied 
distribution. Julie joined British Friendly as Distribution Director from 
Vitality where she helped to build their single-tie distribution channel.

With a strong track record of delivery, her career spans key distribution 
roles across Legal and General where she managed the relationship 
with Nationwide Building Society, Aegon and Standard Life. 

Julie loves playing tennis, long walks in the country and spending any 
spare time with family and friends. She lives in Lancashire with her 
partner Martyn, son James and their four dogs.

NICK TELFER (HEAD OF PRODUCTS AND PROPOSITIONS)

Nick joined British Friendly in 2016 and looks after the development of 
the Society’s products and propositions. He is a big advocate of 
mutuality and has over 35 years’ experience in the financial services 
industry working in a number of roles including sales, marketing, 
product research and development. This experience has given Nick a 
comprehensive knowledge of the protection market and a real passion 
for protection, particularly income protection.

When he isn’t working, he enjoys playing golf and watching sport, 
particularly cricket and baby-sitting a growing number of 
grandchildren.
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Business Model
The Society was founded in 1902 to provide sickness benefits for Commercial Travellers and their families. 

We are located in Bedford, with members throughout the UK and are one of the larger UK Friendly 

Societies with just over £87m in assets. The principal activity of the Society is to provide sickness cover for 

its members in times of illness or accident. After paying sick pay and expenses any surplus is invested for 

the benefit of the members and the BFS investment policy is determined by the Board of the Society with 

input from the Investment Committee and our Actuary. As a mutual we exist solely for the benefit of our 

members and have no shareholders to whom we need to pay dividends.

Until 2011, the income protection insurance 

offered by the Society was mainly of a 

‘Holloway’ type with a capital element building 

up over time through the allocation of interest 

and other apportionments (effectively 

distributing annual surpluses to members). This 

business had been in decline for a number of 

years and in 2011 a pure income protection 

product, BFS Protect, was launched. This is sold 

via intermediaries and is now the core business 

product of the Society. 

In recent years we have also introduced 

Breathing Space, a policy which does not 

require financial underwriting and is designed 

for the self-employed market. 

The focus in the last 5 years has been to continually improve the product offering to maintain our 

competitive position and to widen our distribution.

All the Society’s products are based on reviewable premiums. While these have not been changed since 

the launch in 2011, the ability to amend these to reflect adverse variances in sickness or expense 

experience reduces the capital required and increases the Society’s resilience.

BFS Protect continues to grow and currently accounts for more than 50% of premium income and is the 

largest cohort of members.

In addition to the insured Holloway and Protect members, the Society has some 3,000 former Holloway 

members who have commuted their sickness benefits at age 60, but retain their balances with the Society 

earning an annual bonus. They will also receive a terminal bonus on withdrawing their funds from the 

Society (including on death).

STRATEGIC REPORT

“In recent years we have also 

introduced Breathing Space, a 

policy which does not require 

financial underwriting and is 

designed for the self-employed 

market. „
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Business Strategy 
The formulation of our strategy 

has been built upon a deep 

alignment with the British 

Friendly’s principles and brand: 

We remain a mutual Society so 

identifying, articulating and then 

delivering the advantages of this 

status to members, potential 

members and business 

partners must be at the heart 

of our strategic objectives and 

competitiveness.

Many financial mutual 

societies are struggling to 

achieve this goal but we 

intend to be different by 

offering a relevant, tangible 

and valuable expression of 

mutuality which is difficult to 

replicate.

We aim to deliver a ‘high class 

service‘ and to give a reason for 

members to stay with us for as 

long as possible. This in turn will 

maximise value created from the 

new business we win.

Our Principles
In 2016 we have reviewed and 

redefined the principles upon 

which our business is built. 

These principles encompass 

our organisational culture, 

values and beliefs. They also 

form the foundations of our 

brand and the way we engage 

with our key stakeholders.

We developed our principles 

by engaging with our members, advisers and staff and asking for their feedback. We also asked our staff to 

provide real life examples of how they uphold each principle in their role to ensure our principles 

accurately represent the business.

Our principles underly a significant aspect of our staff training and development to help us measure and 

successfully deliver our strategy and our ‘high class service‘.
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The Principles Behind the Smile 
Purpose
To be a trusted and relevant provider of financial support in times of need

When it comes to putting a protection plan in place that safeguards against serious financial loss, everyone 

wants to know that they’re dealing with a trusted provider who pays out when they say they will. At British 

Friendly, our purpose is to ensure that everyone who deals with us feels confident that they are getting 

reliable cover that’s right for them and serves their financial needs.

Aim
Easy to deal with us

We are different from most insurance providers because we are a mutual society which means we have no 

shareholders to pay and we exist to serve our members. Our mutual status means we welcome everyone, 

including individuals other providers may consider to be too risky to insure. We are also different from 

other mutuals because we offer Mutual Benefits, a programme of practical lifestyle benefits for all our 

members giving them valuable use of their membership on an everyday basis. We pride ourselves on our 

friendly personal approach and strive to keep everyone smiling when dealing with us.

Promise
To do the right thing

We believe there’s little point in having insurance if it doesn’t pay out which is why we aim to provide the 

best possible cover that does what it says on the tin. We also empower our people so they can make 

decisions themselves and provide answers quickly. At British Friendly, everyone works together for the 

greater good ensuring we consistently do the right thing.

Commitment
To put members at 
the heart of all we do

Being a true mutual means 

existing purely for the 

benefit of our members 

and we measure 

everything we do against 

this pledge. That’s why we 

consistently pay as many 

claims as possible as well 

as providing products and 

services that add more 

value to our members’ 

policies in order to serve 

their best interests.

STRATEGIC REPORT

The Donald Family  
British Friendly members since 1984



STRATEGIC REPORT

Central to our strategy is the creation and distribution of value to all our members. We have concluded 

that it is not sufficient to rely on good intentions or vague statements such as delivering superior service.

Neither is it enough to have a very high paid claims ratio. You should expect this as a matter of right.

We believe that if our commitment to value creation is to have real meaning it must be tangible and 

ongoing.

Value is created by and for our members by retaining you as a member for as long as possible. We have 

therefore increased our efforts to 

retain our existing members by 

offering demonstrably superior 

value.

In recent years the principal way in 

which the Society has been 

returning value to its Holloway and 

Century members has been by 

paying apportionment (profit share 

on trading surpluses) at stable rates, 

paying a competitive rate of annual 

interest on member balances and 

reintroducing and increasing final 

bonuses year on year over a 5 year 

period.

In 2016 we began to return value to 

members by the introduction of 

policy enhancements which apply 

to all our policyholders (including 

Protect members).

The discretionary benefits 

introduced included 6 months of 

benefits paid if you died within your policy term and Care Assistantance Benefit which allows you to claim 

£125 per week for up to 26 weeks should your partner or child need full-time care.

In 2017 these benefits were further enhanced by the introduction of our ‘Mutual Benefits’ programme.

Returning Value to our Members
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Business Environment
ECONOMIC AND SOCIAL

The impact of the UK’s Brexit referendum result has been less impactful in the short term than anticipated. 

While growth is lagging, the long-term trend rate, the anticipated slowdown has not materialised. The fall 

in sterling has boosted economic activity, particularly for exporters, however it has caused a rise in the 

cost of imports and this is already flowing through into higher inflation which is likely to be in the range of 

2-3% by the end of 2017. This in turn will fuel demands for wage increases, which may act as a brake on 

growth in 2018 and beyond. The impact of potentially lower living standards and reduced disposable 

income on the Society are obvious and could lead to fewer new policy purchases and higher policy lapses.

POLITICAL

2016 has been a year of shocks across the globe, with a series of unpredicted electoral results which have 

a common theme of a demand for change from the existing political elites. Politicians with a more extreme 

viewpoint are being elected on specific mandates for change and a clearer expectation of delivery to a 

nation-centric agenda. Support for broader international organisations is falling and there is the potential 

for increased fragmentation and conflict. 

On the domestic front, the main trend which is likely to impact the Society’s business (and to do so 

positively) is the increasing interplay between the current welfare model and the potential for the 

Insurance industry and Income Protection in particular to play a role in reducing the burden on the state. 

This has moved beyond general statements to a series of government publications and co-operative 

discussions with the industry and this bodes well for the future.

REGULATORY

Following the implementation of Solvency II and the Senior Insurance Managers’ Regime, the attention of 

the regulator has been centred on ensuring that these developments are properly implemented.

While the impact on the Society is to increase costs in the short term, the Board is firmly of the belief that 

these developments are positive for the Society and for the industry as a whole in supporting better 

governance and management. They will also serve to identify mutual organisations which are not creating 

value for their members.

TECHNOLOGY

The pace of technological change continues to accelerate and the attendant costs represent a significant 

challenge to the Society. The existing platform introduced in 2011 to support the launch of Protect requires 

replacement and a programme to do this is underway for completion in 2018. 

The traditional owned/leased hardware and licenced software models are being replaced by outsourced 

Cloud software and an open source development environment.

In addition we are having to raise our standards on information security to maintain extreme vigilance to 

protect members’ interests and data against the potential for malicious cyber attacks.

The impact on the Society of these changes is to require greater investment, both in our in-house team 

and external support. The price of not keeping pace with our competition is to become marginalised and 

weighed down with legacy systems which do not respond to ever increasing market expectations.

STRATEGIC REPORT

Annual Report 2016     17



Protection Market 
Indications are that 2016 was an encouraging year, particularly for income protection. Reinsurer Gen Re 

reports that overall protection new business premiums were up 3.9% on 2015 with income protection 

new business premiums up 17.0%.

STRATEGIC REPORT

£000s Change

Mortality (Life Assurance) 344,927  +1.5%

Critical Illness* 253,305 +5.2%

Income Protection 43,276  +17.0%

Source: UK Protection Market - GenRe Protection Pulse 2016 Review. * Accelerated and stand-alone 

Critical illness combined.

Income Protection saw the 

biggest increase in 2016. 

This has been influenced 

mainly by the work the 

industry has done to raise the 

profile of this undersold 

product through initiatives 

such as the 7Families 

campaign. We believe another 

factor driving higher sales is 

the increasing availability of 

short term options which 

makes cover more affordable 

for customers concerned 

about the immediate impact 

of incapacity.

In the latter part of 2016 and 

early months of 2017 

competitive pressures have 

increased further, with many 

organisations improving the 

quality of their products as 

they recognise the untapped 

potential of the income 

protection market. This is a 

positive indicator for 

continued growth in 2017. If 

this focus leads to a larger 

market with better quality 

products, both insurers and 

consumers will be the winners. 

With welfare reform high on 

the agenda, this should 

provide further momentum.

Focus on Income Protection
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Business Performance
2016 was an outstanding year for the Society where the investment in people, products and processes 

over the last two years bore fruit. This is reflected in a strong set of results.

The key highlights against our key performance indicators were:

Membership 17,596 20,440

Solvency 20% 28%

Claims Ratio 95% 96.1%

Surplus £2m £4m

Key Performance Indicators
NEW BUSINESS

  We achieved record levels of new business in 2016, and an increasingly wide range of intermediary 

partners began to identify with our different approach and in particular our focus on delivering added 

value to all our members. In addition to high new business volumes, we increased our attention on 

retaining existing members, which together contributed to a near 20% increase in membership.

 We were nominated for a number of prestigious industry awards and in October won Best Income 

Protection Provider and Best New Product at the Cover Excellence Awards.

 These positive trends are continuing in 2017, although we have seen a further marked increase in 

competitor activity.

CAPITAL POSITION

 Our capital position is strengthening and the new business being written is reflected positively under the 

Solvency II regulatory regime.

 The continued replacement of our maturing Holloway and Century membership with Protect and 

Breathing Space members, who do not have capital accounts, also contributes to the improving capital 

position.

 The strong investment performance in 2016 had a positive impact on our closing capital position. 

 Over the last 5 years we have made great strides in strengthening the Society’s capital position and this 

allows us far greater flexibility in pursuing strategic options which we believe will generate further value 

for distribution to our members.

Annual Report 2016     19



STRATEGIC REPORT

INVESTMENT RETURNS

 We invest our assets in order to provide a stable return to our members whilst putting capital preservation 

at the heart of any investment decisions made.

 Investment returns for 2016 exceeded our budget and expectations; this was despite the backdrop of 

market and political uncertainty.

 We did not expect the further falls in government and corporate bond interest rates which occurred, 

nor the rally in equities in the second half of the year. Nevertheless, our portfolio was positioned to 

benefit from both these events whilst still being carefully matched to our liabilities.

 We remain in a low interest environment despite inflation beginning to rise in the UK. There may be a 

modest rise in the Bank of England interest rate this year but our belief is it will stay well below long-

term averages.

 It is this long-term trend in interest rates that we consider when trying to set a stable sustainable 

interest rate for our members. Despite the fall in gilt yields we were pleased to be able to keep our 

annual bonus rate unchanged at 1.5% for the year.

 We have however, been able to increase our final bonus substantially this year from 9% to 15% reflecting 

the longer term value being created in the Society. 

 The creation and distribution of value to members is central to our strategy and we hope to be able to 

continue to raise the final bonus rate in future years to reflect the loyalty of our long standing Holloway 

and Century members.

Angela 
British Friendly member 
since 1981

Our final bonus in 2016
increased to:

15%
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UNDERWRITING AND CLAIMS

 Our purpose is to be ‘a trusted and relevant provider of financial support in time of need‘. It is therefore 

critical that we maintain our market leading reputation for paying as many claims as possible. We are 

pleased to report that we exceeded 96% of claims paid in 2016. We also lead the market by once again 

being the first to publish our statistics for the year and this year we announced that more than half our 

claims were agreed within 24 hours.

 Given the high claim rate, we are also pleased that our overall claims experience is well below budget 

and we achieve this by working in partnership with our members to support them in our shared 

objectives of allowing them to return to work as quickly as possible.

The following charts show a breakdown of our claims experience in 2016.

OPERATIONAL FITNESS

 Our expenses rose in 2016 but this was an inevitable consequence of managing very high levels of new 

business. We have made significant investments in recruiting high calibre people and in updating our 

technology platform.

 We also invested in a new workload management tool which has allowed us to measure and manage 

the service we provide to members and intermediaries and it has also enabled us to manage the higher 

volumes much more effectively.

STRATEGIC REPORT

Claims by gender

Top 5 claims by condition

Claims distribution by age

Detailed below is a breakdown of our claims experience in 2016:

Claims by gender

Top 5 claims by condition

Claims distribution by age

Detailed below is a breakdown of our claims experience in 2016:

Claims by gender

Top 5 claims by condition

Claims distribution by age

Detailed below is a breakdown of our claims experience in 2016:
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Member Engagement
Despite having one of the highest levels of voting at our AGM, we are not completely content with the 

level of engagement we have with our members. While we are committed to delivering value to you, we 

need to work even harder to ensure that in doing so we understand what matters to you.

We have continued our programme of meeting with members and seeking feedback through a range of 

mechanisms. 2017 will also see the launch of our new Mutual Benefits programme which we see both as a 

key mechanism for returning value to members, but importantly a great opportunity to increase the 

dialogue we are able to have with you.

Board and Staff Diversity

STRATEGIC REPORT

Outlook
2016 was an outstanding year for the Society, both in short term performance, but more importantly 

in the setting of a new strategic path and the investment in great people to take us on that journey.

2017 has started very strongly and despite increased competitor activity we believe we are carving 

out a proposition which is distinctive and difficult to replicate.

We have done this by staying true to the values that lay behind our founding in 1902 and I believe we 

will continue to thrive if we hang on to these values while seeking to deploy them in a way which is 

relevant to today.

This is the final report I will write as CEO. It has been a privilege to be involved with the Society for 

the last seven years and to have contributed towards the latest chapter in our proud history.

The Society is in a much stronger position with an enhanced market reputation, and I leave in the 

knowledge that the team in place are well positioned to build an even better Society for all our 

members.

I wish Iain Clark, my successor, every success for the future.

Mark Myers

Chief Executive Officer

The Board operates a clear 

diversity policy which seeks 

to attract candidates with a 

diverse range of backgrounds 

and approaches at all levels.

As a result of recruitment in 

2016, 40% of our Non-

Executive Directors are 

female. With further 

executive appointments due 

in 2017 we anticipate the 

make-up of our Executive and 

Senior Management team will 

be 50/50 male/female.

While this is a strong position 

to be in, we would wish to 

stress that this reflects the 

excellent calibre of the 

candidates we are 

increasingly able to attract, 

rather than any artificially 

imposed quotas.
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Christopher’s Smile
As a mutual, we understand the importance of helping people in times of need which is why we decided 

to partner with the charity Christopher’s Smile in 2016. Our charity partnership has enabled us to give 

back to local communities and support a cause that looks after future generations nationwide.

Last year we successfully raised a total of £3,100 for Christopher’s Smile through your AGM votes, 

photos sent in and posted on our website to create the ‘UKs biggest smile for charity’, donations at our 

brand launch event, staff participation in various charity events as well as adviser and member 

participation in our feedback surveys.

Christopher’s Smile was established in October 

2008 after Karen and Kevin Capel lost their son 

Christopher in June the same year to an 

aggressive medulloblastoma brain tumour. 

Following a 21 month battle with the disease he 

passed away 9 days before his 6th birthday. The 

Capels wanted to find something positive in their 

tragedy and thought long and hard about the 

direction they should take.

Christopher’s Smile provides funding for projects 

that will benefit the largest number of children 

possible across the childhood cancer community. 

The charity has awarded 6 project grants and 

raised over £1million.

The current research funding focus of Christopher’s Smile is the development of tumour DNA 

sequencing for the analysis of tissue and fluid samples. Christopher’s Smile’s vision is for every child 

diagnosed with childhood cancer to not only survive, but to reach adulthood enjoying a good quality of 

life. To find out more about Christopher’s Smile visit www.christopherssmile.org.uk.

STRATEGIC REPORT
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Risk Management
The Board is responsible for the delivery of risk management and controls. Detailed below is the Board’s 

existing risk management framework.

STRATEGIC REPORT

Strategic
RISK DESCRIPTION MITIGATION

1. The nature of the Society‘s business 
model and its vulnerability to competitor 
and technological innovation remains a 
significant risk.

1. The Society continues to invest in efforts to 
diversify the approach away from being a mono 
product provider and extend our distribution 
channels. Significant progress has been made this 
year in diversifying our distribution base. In 
addition plans are in place to update our 
technological infrastructure over the coming year.

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

2. The Society continues to develop its product and 
member propositions and the introduction of the 
Mutual Benefits programme is an example of this.

3. The economic and political environment is 
currently uncertain with several factors 
apparent which might affect the Society’s 
ability to fulfil its strategic objectives.

3. The Board monitors this and the potentially 
adverse impact of the political and economic 
environment on the Society’s strategy is kept 
constantly under review.

Insurance
RISK DESCRIPTION MITIGATION

1. The Society is required to make 
assumptions as to the likelihood of an 
insured event occurring. The Society’s 
solvency and operational ability will be 
adversely affected if these, particularly 
Claims and Lapses are inaccurate.

1. Defined controls against KPIs and KRIs are 
regularly reported to the Board to identify 
adverse trends and are accommodated within our 
agreed risk appetite. The Society uses actuarial 
models to determine the pricing of our products. 
This is carried out by the Actuarial Function 
Holder. The Society complies with specified risk 
models under Solvency II Regulations which are 
designed to facilitate oversight and understanding 
of the risks facing the Society and to ensure 
adequate capital reserves to meet liabilities.
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Ella and Abigail 
British Friendly 
members since 1999

STRATEGIC REPORT

Credit
RISK DESCRIPTION MITIGATION

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

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

Market
RISK DESCRIPTION MITIGATION

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

1. Market risk for investments is managed by use of 
detailed investment guidelines which cover risk/
reward relationships, limits on exposure by 
markets and asset classes and maturity profiles. 
The Society’s investment objectives are to achieve 
medium term stability in bonus rates and to not 
put the members’ capital at risk. The Society does 
not match its assets and liabilities precisely. 
Average duration benchmarks are set instead, 
which approximate the maturity profile of the 
liabilities but with a degree of mismatch to allow 
the Society some flexibility to enhance returns.
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Operational
RISK DESCRIPTION MITIGATION

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

1. The Society has actively recruited to key posts during the year 
which will facilitate scalability and support future developments 
as well as compliance controls.

2. The Society is required to ensure 
that it has personnel with the 
appropriate competencies and 
behaviours.

2. A formal Training, Competency and Development initiative has 
been commissioned to be implemented in 2017. 

3. The government’s Universal Credit 
programme presents a challenge 
for the Society. If implemented in 
the current form it could have an 
impact on the attraction of new 
business. 

3. The Society, along with the wider income protection sector is 
monitoring early feedback from the Universal Credit rollout, 
seeking to understand the impact on our business. We will 
continually review our products to ensure that they are of real 
value to members.

4. A significant breach of our 
Information Security arrangements 
leading to loss of member and the 
Society’s data, could impact our 
ability to operate and achieve our 
strategic objectives. 

4. The Society constantly reviews its information security 
arrangements including internal audit of our outsourced IT 
partner. A comprehensive review of the Society’s Information 
Security controls has been commissioned and any 
recommendations for strengthening these will be implemented 
in 2017.

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

5. The Society manages its regulatory risks through active 
engagement with the various regulatory regimes, including 
Conduct of Business, Data Protection and Solvency that affect 
the Society’s business. The Society seeks to identify and meet its 
regulatory obligations and to respond to emerging 
requirements. Operational controls, training and reporting 
processes are in place to ensure compliance with the 
requirements of our regulators. Objective oversight is effected 
by means of a risk based monitoring programme approved by 
the Audit and Compliance Committee of the Board. Additional 
Compliance support and oversight is provided by an external 
consultancy.

6. A number of critical functions are 
outsourced to third parties.

6. Due Diligence is carried out on potential suppliers and robust 
contractual and oversight controls and management reporting 
operate once in place.

7. The Society has commissioned a 
major IT re-engineering programme 
that carries embedded operational 
risks as well as the opportunity to 
modernise and streamline its 
operational capability.

7. A robust supplier selection process has been carried out to ensure 
supplier competency and ability to deliver to specification. This is 
supported by strong contractual protection, and real time 
management and oversight by an internal project team reporting to 
senior management and the Board.

8. The Society needs to keep up with 
current technology practices in 
order to deliver its products in a 
relevant way to its customers and 
members.

8. Significant efforts go into ensuring our systems meet the needs of 
our customers and members. Any major IT change goes through a 
thorough risk analysis process before it is implemented.

STRATEGIC REPORT
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SUMMARY FINANCIAL 

STATEMENTS

Eddie and Carol 
British Friendly members 
since 1970



FINANCIAL POSITION AT THE END OF THE YEAR  Total

2016

£‘000

Total

2015

£‘000

Assets

Investments  84,824 87,308

Other assets 4,539 3,041
Total assets

89,363 90,349

Liabilities

Technical provisions 50,317 55,048

Fund for future appropriations 37,475 33,985

Other 1,571 1,315

Total assets 89,363 90,349

RESULTS FOR THE YEAR  Total

2016

£‘000

Total

2015 (restated)

£‘000

Income

Premiums  6,344 5,854

Investment income 2,665 2,980

Unrealised gains on investments 2,402 -

Other 44 35

Total Income 11,455 8,869

Costs

Claims payable (1,516) (1,419)

Expenses (5,918) (4,587)

Unrealised loss on investments - (403)

Change in technical provisions 4,731 2,875

Total cost (2,703) (3,534)

Surplus for the year 8,752 5,335

Member withdrawals (5,262) (4,936)

Net surplus for the year 3,490 399

The prior years results have been restated following the introduction of the Solvency II reporting regime. Further 
details are given in Note 15 to the full Annual Report and Financial Statements. The summary financial information 
above has been extracted from the full statutory financial statements which were approved on 30 March 2017. The 
full statutory statements have been audited and received an unqualified report from the auditors, Moore Stephens, 
Chartered Accountants, who have also confirmed to the Board that the summary financial information is consistant 
with the full statutory financial statements. A copy of the full statutory statements, including the Report of the 
Board and Auditors‘ Report is available on our website 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

Chris Radford (Chairman)

FINANCIAL STATEMENTS
for the year ended 31 December 2016

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 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.
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The Boulter Family 
British Friendly members 
since 1981



Dear member
You are cordially invited to the 2017 Annual General Meeting (AGM) of the British Friendly Society 

Limited which will be held on Friday 9 June at LGT Vestra LLP, 14 Cornhill, London, EC3V 3NR 

commencing at 1.45pm.

If you are unable to attend the meeting in person, you may appoint a proxy to exercise all or any of 

your rights at the meeting, including attendance, speaking and voting on your behalf. A proxy need not 

be a Member of the Society.

Agenda
Introductions and Chairman’s welcome statement

Resolution 1 To approve the Minutes of the Annual General Meeting held on 27 May 2016.

Resolution 2 To receive and if approved, adopt the Board Report and Financial Statements for the 
year ended 31 December 2016.

Resolution 3 To note the Board Remuneration Report.

Resolution 4 To elect members of the Board.

Resolution 5 To re-appoint auditors- Moore Stephens.

Resolution 6 To approve certain proposed changes to the Society’s Memorandum and Rules.

Any other business.

Copies of the Annual Report & Accounts will be available at the meeting, or on request to the Society 

They will also be displayed on the website after the AGM.

To Elect Members Of The Board
Biographies for all candidates standing for re-election are listed on pages 8 and 10 of the Report and 

Summary Financial Statement. The following Directors are eligible for re-election and are proposed until 

the AGM 2018:

 Nick Bayley

 Chris Radford

 Jeff Hayes

 Barbara Merry

 Audrey McNair

 Iain Clark

 Lee Schopp

The Board considers that all these candidates, following formal performance evaluation, continue to be 

effective and demonstrate commitment to the role.

GENERAL INFORMATION
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Society Information
At 31st December 2016

BRITISH FRIENDLY SOCIETY LIMITED

Registered Office: 45 Bromham Road, Bedford MK40 2AA

Telephone: 01234 358344

Fax: 01234 327879

E-mail: enquiries@britishfriendly.com

Website: www.britishfriendly.com

Independent Advisers and Consultants 2016
Actuarial Function Holder and With-Profits Actuary

Christopher Critchlow, OAC Actuaries & Consultants, Portsoken House, Minories, London EC3N 1LJ

Auditors – External

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

Auditors – Internal

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

Bankers

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

Compliance Consultants

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

Investment Managers

LGT Vestra, 14 Cornhill, London, EC3V 3NR

Chief Medical Officer

Capita, The Grange, Bishops Cleeve, Cheltenham, GL52 8XX

Solicitors

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

Friendly Society Law Consultants

John Gilbert, M&G Advisory Services, 3 Northolme Road, London N5 2UZ

Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 

Prudential Regulation

Authority. Registered No. 110013.

Incorporated under the Friendly Societies Act 1992. Registered No. 392F.

Member of the Association of Financial Mutuals

GENERAL INFORMATION
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Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered 
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