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Executive Summary  
The Board of Exeter Friendly Society (“The Society”) and its subsidiary The Exeter Cash Plan (“ECP”) 
have prepared this Solvency and Financial Condition Report (“SFCR”) which sets out summary 
information on the risks faced by The Society and ECP, its manag ement controls and the level of 
solvency it is required to hold.  This report covers The Society and ECP as solo entities as well as 
The Society and its subsidiaries consolidated on a group basis.  The headings used are as 
prescribed in the relevant regula tions and cover the business activities, governance, risks, assets 
and capital management.  

Performance summary  

2025 has been a year of both challenge and opportunity for The Exeter. Against a backdrop of 
economic uncertainty, regulatory evolution, and shifting consumer expectations, we have 
remained focused on delivering our business plan, strengthening our leaders hip, and refreshing 
our strategy to ensure long -term sustainability and member value.  
 
We entered the year with a clear set of priorities: to enhance member outcomes, improve 
operational efficiency, and grow our reach in the protection and health insurance markets. I am 
proud to report that we have made strong progress across all fronts.  
 
Our income protection and health insurance products continued to perform well, supported our 
member -first approach. We saw modest growth in premium income, in line with sector trends, 
and maintained a strong solvency position, reflecting our prudent financ ial management and 
mutual ethos.  
 
We also advanced our digital transformation programme, improving claims processing times and 
adviser support tools. These enhancements are helping us deliver faster, more personalised 
service, and are laying the groundwork for further future innovation.  
 
Throughout 2025, we performed strongly in the protection insurance market, launching new 
propositions such as the multibenefit option, and responding to increased demand for Private  
Medical Insurance as access to medical provision in the UK became more challenging. Our 
commitment to mutuality, reinvesting profits for the benefit of members, has been a key  
factor in our success.  
 
Delivery of benefit to members  
 
Our work at The Exeter is anchored in our purpose: to support members in times of ill health or 
financial vulnerability. We do this by offering high -quality, inclusive products that meet diverse 
and changing needs. Our healthcare proposition focuses on per sonalisation, transparency, and 
member experience, while our protection offering is built on simplicity, fairness, and trust. We 
reinvest profits to benefit future generations of members, widening inclusion and making peace of 
mind more accessible. Our pri cing philosophy reflects this ethos, balancing sustainability with 
fairness, and ensuring that premiums are set to deliver longterm value rather than short -term 
gain.  
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Economic and regulatory landscape  
 
The UK economy remained subdued throughout 2025, showing only modest growth amid 
ongoing budget uncertainty and weak activity in key sectors. GDP increased by 1.3% over the 
year, up from 1.1% in 2024, although quarterly growth remained minimal, with 0.1% i ncreases in 
both Q3 and Q4. Growth was driven primarily by manufacturing, while the dominant services 
sector showed no growth and construction recorded its worst performance in more than four 
years.  

Inflationary pressures persisted, with CPIH inflation rising to 3.6% in the 12 months to December 
2025, slightly above the 3.5% recorded in November. CPI inflation increased to 3.4% year -on-
year, influenced particularly by alcohol, tobacco and transport pr ices. Core inflation remained 
elevated, with CPIH core inflation at 3.5%.  

After several rate cuts since 2024, the Bank of England further reduced the base rate during 2025. 
The first rate review of the year saw a cut from 4.75% to 4.50%, followed by another reduction 
from 4.5% to 4.25% effective June 2025. By December, further e asing brought the base rate 
down to 3.75%, reflecting policymakers' response to falling —but still above -target — inflation and 
weak economic momentum.  

Financial markets showed mixed performance. The FTSE All -Share Index ended the year at 
approximately 5,350, representing an annual increase from its 2024 close of 4,468. This equates 
to a +19.8% annual return for 2025.  

UK 15 -year gilt yields fluctuated but remained elevated, with yields reaching 5.29% in April 2025, 
a sixteen -year high driven by expectations of prolonged higher interest rates. By December 2025, 
yields were recorded around 4.92%, reflecting some easing fr om the April peak.  

Despite falling inflation and lower interest rates, the cost -of-living pressures continued throughout 
2025. Although no material impacts on lapse rates, claims or new business volumes have yet 
been observed, experience continues to be monitored closely. Th ese pressures and uncertainties 
are incorporated within ongoing stress testing and scenario analysis  

 

Solvency Coverage  
 
The percentage coverage of our pillar 1 SCR capital is a measure of the financial strength of the 
organisation. To ensure we maintain our financial strength through movements in underlying 
markets, we aim to maintain this above 130% in the long term busine ss fund and above 160% in 
the general business fund. The Coverage changed in 2024 as follows  

• Long term business fund decreased from 144% to 135%. This was the result of a combination 
of strategic spend and growth in new business . 

• General business fund increased from 354% to 362%. This change is a mainly a result of growth 
throughout the year.  

• Cash plan increased from 462% to 1314%. This is a result of all the policies now having run off, 
and only a small amount of default risk on our assets remaining.  

 
More detail on solvency capital coverage is given in section E2.3.  
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Future plans  

Our strategic ambition is to transform The Exeter into a truly modern mutual. This transformation 
is underpinned by ten strategic focus areas that guide our decision -making and investment 
priorities. These include growing our membership base, diversifying our propositions, deepening 
adviser relationships, and building a scalable, efficient organisation. We aim to be recognised as a 
mainstream player with a unique market position, offering distinct and purposeful propositions 
that cater to a broad range of c ustomer needs and budgets.  
 
In recent years, The Exeter has focused on building a sustainable platform for growth. This has 
meant investing in our people, systems, and technology, and strengthening our financial 
resilience. Our business model is centred on providing Income Protection , Private Medical 
Insurance, and Life Insurance, with 99% of new business distributed through financial advisers 
and broker networks.  
 
The Exeter’s refreshed strategy is rooted in our heritage as a mutual, but it is future -facing. Our 
ambition is to build a business that is not only resilient and sustainable, but also agile, innovative, 
and truly distinctive in the markets we serve. As we  look to 2026 and beyond, we are setting our 
sights higher on growth, on impact, and on delivering value for our members, advisers, and 
communities.  
 
Statement of Directors’ Responsibilities  

We acknowledge our responsibility for preparing the group SFCR in all material respects in 
accordance with the PRA Rules and the Solvency UK Regulations.  

We are satisfied that:  

a) throughout the financial year in question, the group has complied in all material respects with 
the requirements of the PRA Rules and the Solvency UK Regulations as applicable at the level of 
the group; and  

b) it is reasonable to believe that the group has continued so to comply subsequently and will 
continue so to comply in future.  
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Section A : Business & Performance  
 

A.1 -   Business  
 

A.1.1  - Business Description  

The parent Society is operated as two separate sub funds as required to split long term and 
general business.  All costs are allocated to these sub funds and to the single operating subsidiary 
in line with the actual resources used.  

The bulk of the business is undertaken within the parent company but there are five wholly 
owned subsidiaries within the group.  These are outlined as follows:  

• Exeter Cash Plan Holdings Limited - 100% owned subsidiary which is the intermediate 
holding company for The Exeter Cash Plan  

• The Exeter Cash Plan  - Provider of cash plan policies.  100% owned by Exeter Cash Plan 
Holdings Limited   

• Go Private Limited, a wholly owned dormant subsidiary   

• Exeter Friendly Members Club Limited, a wholly owned dormant subsidiary  

• Pioneer Advantage Limited, a wholly owned dormant subsidiary  
 

All operating companies share a common governance structure and operate under two PRA 
registrations; one for the main Society and one for The Exeter Cash Plan.  

 

A.1.2  -  Business Summary  

The Group’s insurance businesses consist of both general and long term contracts, the former 
represented by its books of Private Medical Insurance (“PMI”) business and the latter through its 
Income Protection (“IP”) and Life Cover policies. All insurance p olicies are underwritten by the Group 
and sales of new policies are distributed primarily through Independent Financial Advisers and broker 
networks.  

Policies are administered by The Society. However, private medical claims are processed on The 
Society’s behalf by AXA.  

The Society operates in a competitive market.  The Society sees the importance of providing 
outstanding levels of service to both customers and brokers and has invested heavily in 

transforming these areas. Price and broker relationships are also considered  main drivers.  

The income protection market is competitive but The Society has an established foothold in that 

product and has improved its market position in recent years.   

The life cover market is more competitive still, so The Society has looked to offer differentiated 
propositions that do not directly compete with established insurers. This strategy has proved to be 
successful in creating a unique market position and deliv ering consistent levels of new business.  

During 2025 we launched our Multi -benefit option, offering Life cover alongside Income 
protection, expanding into a wider range of markets.  
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The private medical insurance market has continued to grow steadily in 2025 as concerns over 
the performance of the NHS continue to increase.  

Interest rates continued to slowly reduce this year; however, they have not reduced as quickly as 
forecast at the start of the year, mainly as a result of inflation not falling as quickly as forecast. This 
has resulted in long term projected yields being h igher than forecast last year end.  

In order to reduce risk, The Society endeavours to match these long -term liabilities with assets which 
behave in similar ways to the liabilities.  Our investment strategy will be reviewed during 2026 to 
ensure it meets the changing needs of The Society and provides long term return for members.  
 

The Society is well -placed to continue its strategy for growth, as described in more detail below.  

The Board agreed ten key strategic priorities, in order to deliver on its vision for The Society to 
provide more peace of mind to more people in a more uncertain world:  

• Growing Purposefully and Sustainably  

• Broadening Our Customer Base and Market Reach  

• Offering Distinctive, Purposeful Propositions  

• Supporting Advisers to Jointly Succeed  

• Leading the Market with End -to-End Customer Experience  

• Continuously Improving Efficiency and Cost -Effectiveness  

• Leveraging Flexible, Scalable, and Resilient Technology and Data  

• Creating New Capability and Capacity Through AI  

• Navigating Uncertainty with Agility and Pace  

• Empowering Our People for a Clear Advantage  

By seeking to expand the business through the sale of our policies, the Board aims to generate 
and preserve value for our members over the long term, thereby providing a firm capital base on 
which to support future growth.  
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A.1.3  -  Group Structure  

The Group structure is as follows:  

 

 

 

 

 

 

 

 

 

 

 

A.1.4  -  Geographic areas and lines of business  

At 31 December 2025 The Society had 3 lines of business: Income Protection Insurance, Term Life 
Insurance and Private Medical Insurance.   

All products are now sold only within the UK, but we have a small proportion of legacy PMI 
members outside the UK. These overseas policies have not been renewed in 2025 and will run off 
in 2026.  

 

A.1.5  -  Name and legal form of the undertakings  

Both Exeter Friendly Society Limited (“The Society”) and The Exeter Cash Plan (“ECP”) are 
incorporated in the United Kingdom and registered in England.  Their Registered Office Address is:  

Lakeside House  
Emperor Way  
Exeter  
Devon  
EX1 3FD  

 

This Solvency and Financial Condition Report (“SFCR”) covers Exeter Friendly Society Limited and 
its subsidiary The Exeter Cash Plan on a solo basis, as well The Society and its subsidiary 
companies consolidated on a group basis.  

 

A.1.6  -  Name of Supervisory Authority  

The Society and ECP are authorised by the Prudential Regulatory Authority and regulated by the 
Financial Conduct Authority and the Prudential Regulatory Authority.    

Exeter Friendly Society Limited  

Go Private 
Limited  

The Exeter Cash Plan 
Holdings Limited  

The Exeter Cash Plan  

Pioneer Advantage 
Limited  

Exeter Friendly Members 
Club Ltd  
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The Prudential Regulatory Authority (“PRA”) can be contacted at:  

Prudential Regulatory Authority  
Bank of England  
Threadneedle Street  
London  
EC2R 8AH  

 

The Financial Conduct Authority (“FCA”) can be contacted at:  

Financial Conduct Authority  
25 The North Colonnade  
London  
E14 5HS  
 

A.1.7  -  Auditors  

The auditors of The Society and all Subsidiaries within the Group are:  

Forvis Mazars LLP  
30 Old Bailey   
London  
EC4M 7AU  
 

A.2  -   Underwriting Performance and other KPIs  
 

A.2.1  -  Underwriting performance  

The Board monitors a number of  key performance indicators to measure its success in delivering 
its strategy for the business, including growth in sales, premium income, membership, claims, 
operating expenses and reserves.  

 

A.2.2  -  Membership  

Membership is key to The Exeter as it reflects the scale of The Society; and the long -term ability to 
continue to provide services to members depends upon membership being stable or growing.  
 

  2025  2024  Movement  %  

General Business Membership  50,121 50,430 -309 -0.60% 

Long Term Business Membership IP  71,599 66,225 5,374 8.10% 

Long Term Business Membership Life  29,783 22,868 6,915 30.20% 

Society Membership  151,503 139,523 11,980 8.60% 

Cash Plan Membership  0 6,862 -6,862 -100.00% 

Group membership  151,503 146,385 5,118 3.50% 
 
Overall, therefore, the membership base showed an increase on previous years, where total 
membership at the end of 2025 was 151,503 ( 2024 : 146,385) at the year end.  
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A.2.3  -  Gross written premium  

Total gross premium written for 2025 amounted to £13 5.5m compared to £125.3m for 2024.  
The individual product line performance was as follows:  

• Sales of new Income Protection policies were 25.9 % higher than in 2024, ending the year at 
£7.3  million. Overall gross written IP premiums recorded an increase of 12.4 % to  £41.8  
million for th e year.  
 

• Sales of new Life Cover policies were 5 6.8% higher than in 2024, ending the year at £5. 8 
million in 2025. Overall Gross written Life premiums recorded an increase of 7.4 % to  £1 6.7  
million for the year.  
 

• New Private Medical Insurance sales totalled £19. 7 million, a decrease of 2 2.4 % compared 
to 2024. Gross written premiums increased by 8.8 % to £7 6.6  million during the year.  
 

• The Cash Plan business, which ran off during 2025, contributed £0.4 million gross written 
premium compared to £2.2 million in 2024.  
 

• Total new business sales decreased from £35.1m in 2024 to £3 2.8 m in 2025.  

A.2.4  -  Claims and expenses   

The Exeter's policies are designed to pay claims for the benefit of our members, making this a key 
measure of our performance. Furthermore, our policies are priced to ensure fair premiums for all 
members, maintaining a balance that ensures the business rem ains sustainable and capable of 
meeting our members' needs in the long term.  
 

Claims (net)  2025  2024  
Increase / 
Decrease  

  £ £   

PMI 51.9m 41.8m 24.3% 
Income Protection and Life 
Protection  

8.6m 8.1m 6.3% 

Health Cash Plan  0.4m 1.8m -77.1% 

 

The total claims paid out for the Group in 2025 was £60.9m (2024: £51.7m).  
 
At the Group level the commission payable to intermediaries increased by 19.5 % to £3 7.0  million 
(2024: £3 1.0  million). This is a direct result of the growth in new business over 2025. Net operating 
expenses increased by 7.5 % from £3 5.7  million to £3 8.5  million.  
 



 

 

 

 

Solvency and Financial Condition Report 2025  
Page 12  of 40  

 

A.3  -   Investment Performance  

Matching of assets to liabilities is achieved by investing in assets of similar maturity duration to 
the underlying cash flow requirements of the insurance liabilities. The Society has a policy of not 
using equities to match any insurance liabilities and t herefore any such investments are made out 
of free assets.  

Our investment strategy will be reviewed during 2026 to ensure it meets the changing needs of 

The Society and provides long term secure return for members.  
 

A.4  -   Future Prospects  

As a mutual, The Society puts the interests of its members at the heart of how it does business 
and, to support this philosophy, the Board endeavours to ensure that products and services are 
designed and delivered in accordance with the needs of those memb ers.  

The Society performed well in 2025, delivering £3 2.8 m of new sales. This includes  an increase of 
25.9% for Income Protection and 56.8% for Life Protection . The Board believes that The Society is 
well -placed to continue to deliver future increases in new business by delivering a market leading 
customer experience.  The Society has continued to invest in its infrastructure and systems and is 
well placed to co ntinue to pursue growth over the medium term.  

 

A.5  -   Reinsurance Arrangements  

The Society reinsures its Income Protection products with Pacific Life Re and Swiss Re and Term 
Life Insurance products with Swiss Re. Private Medical Insurance and Cash Plan are not reinsured. 
The Society mitigates its exposure to tail lapse risks from In come Protection through a 
reinsurance agreement with Hannover Re. Since 2022, The Society has had a Financial 
Reinsurance contract with Hannover Re, providing financing for new business sales on the Life 
book.   
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Section B: System of governance  
 

B.1  -   Governance Structure  

The Board’s role is to provide leadership of The Society within a framework of prudent and 
effective controls which enables risk to be assessed and managed. The Board sets The Society’s 
strategic aims and risk appetite, as well as ensuring that the necessa ry financial and human 
resources are in place in order for The Society to meet its objectives and review management 
performance. In addition, the Board sets The Society’s values and standards and ensures that its 
obligations to members and others are under stood and met.  

The Board has a duty to ensure that relevant legislation and regulations are adhered to, and that 
proper accounting records and effective systems and controls are established, maintained, 
documented and audited to safeguard members’ interests. The Non -Exec utive Directors are 
responsible for bringing independent judgement to discussions held by the Board, using their 
breadth of experience and understanding of the business to constructively challenge and help 
develop proposals on strategy.  

There is a formal schedule of matters specifically reserved for the Board’s decision and a 
Corporate Governance Handbook sets out its responsibilities and the structure of delegation of 
authority by the Board to management.  

The Board has established five principal Committees, under its overall authority, to oversee  certain 
functions in detail. These Committees cover the following functions:  

• Governance and Risk  

• Nomination  

• Remuneration  

• Audit  

• Investment  

In addition to Committee Meetings the Board holds six formal Board meetings each year including 
a whole day devoted to the development of strategy. Each Board meeting includes a 
consideration of The Society’s performance against its strategic objectives, w ith corrective action 
proposed as required to ensure that the business remains on target to achieve them. In addition, 
the Non -Executive Directors meet on one occasion without the Executive Directors and on a 
further occasion without the Chairman present. The attendance record during the year of 
Directors at formal meetings of the Board and its Committees is reported within the Society’s 
Annual Report  & Accounts . 

The Main Board comprises a non -executive Chair, four other non -executive directors and four 
executive directors. The Main Board is supported by an Executive Committee which comprises 
three Executive Directors plus five other function Heads.  The medical di rector is also CMO. The 
CMO role requires independence, so that members, particularly those making a claim, can be 
reassured that his advice is given in a way that is demonstrably unprejudiced. For this reason, he 
does not attend Executive Committee, nor d oes he participate in the executive bonus scheme.   

The Executive Committee is in turn supported by other committees comprising senior managers 
within the business.  All such committees have formal terms of reference, agendas, full minutes 
and specific action points.  
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B.1.1  - Governance and Risk Committee  

The Governance and Risk Committee is appointed by the Board on the recommendation of the 
Nomination Committee. As recommended by the Association of Financial Mutuals UK Corporate 
Governance Code (the “Code”), the majority of members of the Committee are in dependent Non -
Executive Directors.  

The purpose of the Committee is to ensure , and provide assurance to the Board , that The Society’s 
risk management framework  and governance arrangements are appropriate in respect of the 
type of business it transacts, the market s in which it operates and the regulatory regime by which 
it is assessed. In discharging its responsibilities, the Committee reviews, approves and monitors 
internal risk and compliance framework  and reports, and manages the process to ensure that the 
Own Risk Solvency Assessment (“ORS A”) has the content required by the Board.  

The Committee meets at least three times a year, at appropriate times in the reporting cycle. The 
Chief Risk Officer and Head of Compliance both have direct access to the Committee and its 
Chairman and they meet at least once a year with the Committee, wit hout The Society’s 
management present.  

The Committee has the additional responsibility of providing oversight of The Society’s 
governance and regulatory compliance arrangements and monitoring their on -going 
effectiveness. In this regard, the Committee regularly reviews reports from the Complian ce 
Function including the outcomes and recommendations arising from its monitoring programme. 
The Committee also reviews The Society’s arrangements for its employees to raise concerns, in 
confidence, about possible wrongdoing in financial reporting or othe r matters.  

 

B.1.2  -  Nomination Committee  

The Nomination Committee regularly reviews the structure, size and composition of the Board, in 
particular the range and balance of skills, knowledge and background on the Board, and considers 
succession planning for Directors. The Committee is responsible  for identifying and nominating, 
for the approval by the Board, candidates to fill Board vacancies as and when they arise.  

Prior to the Board recommending a Non -Executive Director for re -election at the Annual General 
Meeting, the Committee considers their appointment giving due regard to their performance, 
continuing commitment to the role and ability to contribute effectivel y to the Board and to ensure 
the continuing balance of the Board.  

On the basis of the above criteria the Committee considers that the current Board is appropriate 
for the needs of the business.  

 

B.1.3  -  Remuneration Committee  

The remuneration of the Executive Directors is set by the Remuneration Committee and is based 
on the following principles:  

• Assumed overall responsibility for the remuneration strategy and policy.  

• Reviewed the remuneration policy for all Executive Directors and the Board Chair.  

• Continuously assessed the appropriateness and relevance of the remuneration policy.  
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• Determined the total individual remuneration packages for each Executive Director, the 

Board Chair, and other designated senior executives.  

• Obtained reliable, up -to-date remuneration information from companies of comparable 
scale and complexity to inform remuneration decisions.  

• Established the selection criteria, selected, appointed, and set the terms of reference for any 

remuneration consultants advising the Committee.  

• Approved the design and set targets for any performance related pay schemes, and 
approved the total annual payments made under such schemes.  

• Determined the policy and scope of pension arrangements for each Executive Director and 

other designated senior executives.  

• Ensured that contractual terms on termination and other payments were fair, did not 
reward failure, and fully recognised any loss.  

• Oversaw any major changes in colleague benefits structures.  

• Agreed on the policy for authorising claims for expenses from the directors.  

 
Further detail on remuneration for Executive Directors is included in the annual report and 

accounts.  

 

B.1.4  -  Audit Committee  

The Audit Committee is appointed by the Board on the recommendation of the Nomination 
Committee. As recommended by the Code, all four members of the Committee are independent 
Non -Executive Directors and at least one member has recent and relevant financial  experience.  
The Audit Committee Chairman is appointed by the Audit Committee.  

The purpose of the Committee is to assist the Board in discharging its responsibilities for the 
integrity of The Society’s financial reporting, the quality of the external and internal audit 
processes and the appropriateness of The Society’s system of inte rnal financial controls.  

The Committee meets at least three times a year, at appropriate times in the reporting and 
auditing cycle. The independent auditors and the Head of Internal Audit both have direct access 
to this Committee and its Chairman and they meet at least once a year  with the Committee, 
without The Society’s management present.  

The primary role of the Committee in relation to financial reporting is to review with both 
management and the external independent auditors the appropriateness of the annual financial 
statements concentrating on, amongst other matters:  

 

• the quality and acceptability of accounting policies and practices;  
 

• the clarity of the disclosures and compliance with financial reporting standards and relevant 
financial and governance reporting requirements;  
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• material areas in which significant judgements have been applied or there has been 
discussion with the external independent auditors;  
 

• whether the Annual Report and Accounts, taken as a whole, is fair, balanced and 
understandable and provides the information necessary for members to assess The 
Society’s position and performance, business model and strategy; and  
 

• any correspondence from regulators in relation to The Society’s financial reporting.  

 

To aid its review, the Committee considers reports from the Head of Internal Audit, the Finance 
Director, The Society’s Actuaries and reports from the external independent auditors on the 
outcomes of their annual audit.  The internal audit function also ad vises the Committee on the 
effectiveness of The Society’s internal control systems, the adequacy of those systems to manage 
business risk and to safeguard its assets and resources.  

The committee approves this SFCR, including the templates in appendix 1.    

 

B.1.5  -  Investment Committee  

The Committee draws up and regularly reviews Investment Guidelines and recommends 
investment policy to the Board, including the review and approval of established limits for 
investments and the review and approval of credit policies including investment an d counterparty 
liability, taking advice from the in -house Actuarial team and other appropriate financial advisers.  

The Committee monitors the performance of the Investment Managers against the agreed 
benchmarks including its policy for compliance with the principles of the Stewardship Code. Royal 
London Asset Management was appointed as The Society’s Investment Managers in 2011, 
following a selection process that was overseen by the Committee. A separate contract is in place 
with HSBC Bank Plc for the provision of custodial services for The S ociety’s investments.  

 

B.1.6  -  Adequacy of the Governance Structure  

The Society monitors and assesses its system of governance on an ongoing basis as described in 
the above sections and believes it to be robust.  

 

B.2  –  Fit and Proper Requirements  

The Committees outlined above set the policies and processes to be implemented throughout the 
organisation.  In order for this to happen The Society must be staffed by individuals with the 
appropriate skills and training.   Significant emphasis is placed o n recruiting the right people and 
then ensuring that they adhere to The Society’s regulatory and operational processes.  

 



 

 

 

 

Solvency and Financial Condition Report 2025  
Page 17  of 40  

 

B.3  -   Risk Management Framework  

The Board adopts an enterprise -wide risk management (E WRM) framework to ensure that risks 
are managed effectively. This framework uses the three lines of defence (TLoD) model, which 
provides three levels of independent oversight and assurance of risk management carried out by 
the business. This is outlined in the diagram below.  

The Board’s Governance & Risk Committee reviews the risk management framework at least 
annually and receives quarterly reports from the Chief Risk Officer. In addition, the Executive 
Committee receives regular risk management reports, and the Chief Risk Of ficer also reports 
directly to the Chair of the Governance & Risk Committee.  

During 2025 significant work has been undertaken to enhance the EWRM Framework at The 
Exeter through:  

1. Better clarifying the way we categorise risks (our “Risk Taxonomy”);  

2. Better calibrating the way we evaluate the severity and impact of risk s (our “Risk Assessment”); 
and  

3. Revisiting our Risk Appetite Statements and ratings for all risk categories and types to ensure 
they align to our purpose, values and commitment to our members.  

The Board has set risk appetite statements for all categories of risk in our taxonomy and for 
liquidity risk and capital  risk has agreed appropriate risk limits and tolerances for each of the 
funds. The availability of liquidity and utilisation of capital against these is measured and 
considered regularly and appropriate action is taken to address any issues.  
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The Society continues to operate a TLoD risk management model , headed up by the Executive 
Committee, being the first line of defence, the Risk Management and Compliance functions as the 
second line of defence and Internal Audit providing the third line of defence. The Chief Risk Officer  

(2nd line) reports directly to the Chair of the Governance & Risk Committee whilst the Head of 
Internal Audit (3rd line) reports directly to the Chair of the Audit Committee to ensure 
independence.  

Everyone within the business is responsible for identifying, communicating, and managing risks 
within their day -to-day activities.  
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B.4  -   Internal Control System  

The Society has identified the processes and controls required within its operations to ensure that 
business risks are addressed and assets are safeguarded.  In doing this all key operations are 
documented and flowcharted to assess the risks that they link  to and the controls that are in 
place.   

Each control is allocated to a specific individual or role and these controls are subject to review by 
internal and external audit and the compliance department.  

 

B.5  -   Internal Audit Function  

The internal audit function advises management on the effectiveness of The Society’s internal 
control systems, the adequacy of those systems to manage business risk and to safeguard its 
assets and resources. The internal audit function provides objective a ssurance on risks and 
controls to the Audit Committee. The Committee directs the internal audit plan to cover areas of 
risk and concern and this is kept under regular review. It also conducts a regular review of the 
effectiveness of the internal audit func tion and ensures that it has sufficient resources to carry out 
its duties effectively.  

 

B.6  -   Actuarial Function  

The Society employs an in -house team of actuaries who are responsible for the assessment of 
insurance related risks within The Society.  This work includes product pricing, experience analysis, 
the quantification of actuarial reserves, technical provisions  and capital modelling.  
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B.7  -   Outsourcing  

The Board acknowledges that it is responsible for the actions of its subcontractors and therefore 
has an outsourcing policy with appropriate controls for due diligence, contracting and monitoring 
performance. The Society has one material outsourcing arrang ement relating to the handling of 
private medical claims.   

The Society also outsources all private medical claims handling to AXA. This key outsourcer is 
domiciled in the UK.  

Management information is reviewed for the outsourcing arrangement and regular review 
meetings are held with outsourcers to review contracted performance indicators and any issues 
that have arisen during the month.  Any corrective action or revisions to se rvice standards is 
agreed as required.   

 

B.8  -   External audit  

The Audit Committee oversees The Society’s relationship with and monitors the performance of 
the external independent auditors and makes recommendations to the Board in relation  to their 
appointment, reappointment or removal. These recommendations are then put to the members 
for approval at the Annual General Meeting. Forvis Mazars LLP has held the position of The 
Society’s independent auditors since 2020. In accordance with the C ode, it is a policy of the 
Committee to conduct a tender exercise at least eve ry 10 years.   

The Committee undertook a tender exercise for the external audit in 2025. As a result of which 
Ernst & Young LLP (‘EY’) were selected by the Audit Committee and will be put to the members for 
voting at the Annual General Meeting (AGM) on 24 June 2026.  

The Society has policies in place which aim to safeguard and support the independence and 
objectivity of the external independent auditors. One such policy requires the prior approval of the 
Board for the engagement of the independent auditors for non -audi t work.  

The independent auditors are not normally engaged to provide any other services in line with 
current standards. Where other services are provided from time -to-time, these are limited in 
scope so that they would not compromise the independence of the audit and the total spend on 
these services is limited to be no greater than the cost of the independent audit.  

The effectiveness of the external audit process is assessed as part of the Audit Committee’s 
annual effectiveness review, which takes the form of a survey issued to the Committee members 
and regular attendees. The Chairman collates the findings of the effe ctiveness review and ensures 
that any issues relevant to the audit process are acted upon.   
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Section C : Risk Profile   
Understanding and managing the risks we face is essential to protecting our members and 
delivering on our long -term strategy. The Board is responsible for determining the nature and 
extent of the principal risks it is willing to take in achieving its strat egic objectives and for ensuring 
appropriate processes and controls are in place to manage such risks. In meeting its obligations, 
the Board has carried out an assessment of the principal risks facing The Exeter, including those 
that would threaten its bus iness model, good customer outcomes, future performance, solvency, 
or liquidity.  

The summary below groups our principal risks and uncertainties into four broad categories: 
Financial, Regulatory, Strategic, and Operational. It explains the key factors that could influence 
our performance, highlights the most significant risks within eac h category, and sets out how we 
manage and monitor them. This overview evidences that The Exeter has robust processes in place 
to anticipate challenges, respond effectively, and maintain the strength and resilience of the 
organisation in a changing environ ment.  

 

C.1  -   Financial  risk  

Risk Description  
Financial risk reflects The Exeter’s ability to maintain adequate capital and liquidity to meet 
obligations, particularly during market stress. It includes modelling or assumption errors, 
investment underperformance, and incorrect pricing. Capital risks ar ise where reserves or capital 
prove insufficient to meet regulatory solvency or reserving requirements. Assumptions on 
economic and demographic factors drive reserve and capital needs, and assets may be 
inadequate if markets or interest rates differ from e xpectations. Liquidity risks concern meeting 
obligations when due and are influenced by cashflow timing and the effectiveness of asset and 
liability matching.  

 
Risk Landscape  
Volatile markets, shifting credit conditions, and fluctuating interest rates affect investment 
performance, capital strength, and liquidity. Regulatory expectations continue to rise in areas 
such as solvency, reserving, liquidity coverage, and capital plan ning. Solvency UK reforms and 
greater dependence on complex models increase the need for strong governance, validation, and 
scenario testing.  

 

Our Risk Management Approach  
The Exeter closely forecasts cashflows, challenges variances, and maintains Board -approved 
capital and liquidity buffers. Capital and reserving requirements are set using well -governed 
assumptions, with assets selected to meet expected liability timings. A sset and Liability Matching 
supports liquidity by aligning inflows and outflows. Banking arrangements are diversified and 
high -quality liquid assets are pre -positioned. Asset concentrations and counterparty exposures 
are monitored. Financial models undergo  strong validation, pricing is reviewed frequently, and 
finance teams are trained to recognise modelling bias. First and second line roles are clearly 
separated within the Enterprise Risk Management Framework.  
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Monitoring and Metrics  
Monitoring focuses on liquidity coverage versus appetite thresholds, cash positions against 
forecast, solvency under adverse scenarios, and the adequacy of reserves and capital projections. 
Model validation outcomes, reporting timeliness, asset concentrati ons, and counterparty 
exposures are reviewed regularly. Pricing adequacy is tracked using loss ratios, margins, and 
volume impacts, with any pricing -related complaints investigated to ensure fair member value.  
 

C.2  -  Regulatory Risks  

Risk Description  
Regulatory risk refers to the potential for reputational damage, operational restrictions, or 
financial penalties arising from ineffective regulatory engagement or non -compliance with legal 
and supervisory requirements. It also includes exposure to legal a ction linked to The Exeter’s 
activities, products, or services, which may result in fines or other sanctions.  

 

Risk Landscape  
The regulatory environment is increasingly complex, with frequent reforms and heightened 
expectations around conduct, governance, and transparency. The Exeter is subject to close 
supervisory scrutiny and must demonstrate proactive and constructive engageme nt. Consumer 
Duty continues to drive a strong focus on fair value and member outcomes. Evolving legislation 
and case law add further legal complexities and raise the importance of timely compliance.  

 

Our Risk Management Approach  
The Exeter maintains open and transparent communication with regulators, ensuring requests 
and consultations receive timely, high -quality responses. Regulatory actions and remediation 
activities are monitored through formal governance structures. Legal and  regulatory 
developments are reviewed regularly and incorporated into policies and frameworks as needed. 
The Exeter works with legal advisers to manage potential claims and resolve issues promptly.  

 

Monitoring and Metrics  
Monitoring covers the quality and timeliness of responses to regulatory requests, alongside the 
number and severity of open actions or findings. Outcomes of industry reviews, thematic work, 
and legal claims are tracked, as are reputation indicators and sta keholder feedback. Early 
identification and active management of regulatory and legal risks help protect the Society’s 
reputation and maintain member trust.  

 

C.3  -   Strategic Risk  

Risk Description  
Strategic risk is the possibility that The Exeter may not achieve its financial, strategic, or customer -
focused objectives. It arises from internal and external events such as market change, competitor 
activity, shifting distribution dynamics, poor proposi tions, or the failure of transformation 
programmes to deliver intended benefits. It also includes risks created by environmental, 
technological, and regulatory developments that affect long -term plans and member outcomes.  
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Risk Landscape  
The strategic environment is shaped by evolving customer expectations, competitor actions, 
regulatory change, and wider political, social, and technological trends. Transformation activity 
carries execution risk, and there is a continuing need to ensure pr opositions remain relevant and 
competitive. External events outside The Exeter’s control, including economic shifts or regulatory 
reforms, can materially influence strategic direction and the Society’s ability to achieve its goals.  

 

Our Risk Management Approach  
The Exeter uses structured programme and project management to oversee change, applying 
agile methods, strong governance, and active stakeholder engagement. Benefits realisation is 
monitored closely, and lessons learned are incorporated into future activit y. Proposition 
development follows a formal lifecycle with testing to ensure customer needs, competitiveness, 
and value are maintained. Market intelligence and external insights are used to inform decisions, 
supported by good data strategy, effective Manag ement Information, and investment in internal 
capability and leadership.  

 

Monitoring and Metrics  
Monitoring covers transformation delivery milestones, benefits realisation, and variance between 
forecast and actual outcomes. Market share, customer feedback, and responses to competitor 
activity are reviewed regularly. Strategic indicators across politic al, technological, social, 
regulatory, and legal developments are tracked to identify emerging risks early. This approach 
helps The Exeter remain adaptable, supports informed decision -making, and ensures strategic 
objectives continue to deliver value for m embers.  

 

C.4  -   Operational Risks  

Risk Description  
Operational risk covers the potential for financial loss, service disruption, or reputational damage 
arising from flawed or failed processes, systems, controls, or human activity. It includes risks 
linked to people, third parties, information security, dat a management, physical assets, cyber 
threats, business change, and the execution of day -to-day operations. Disruption may result from 
internal failures or external events such as cyber -attacks or system outages.  
 
Risk Landscape  
The operational environment is increasingly complex, driven by greater digitalisation, automation, 
and reliance on third -party suppliers. Cyber threats and data breaches continue to pose material 
risks, and insurers face growing regulatory expectations on operational resilience and data 
protection. Competition for skilled colleagues adds pressure on maintaining capability, while any 
breakdown in systems, processes, or supplier arrangements can impact service delivery and 
member trust.  
 
Our Risk Management Approach  
The Exeter manages operational risks through regularly reviewed policies, procedures, and 
process controls, underpinned by robust business continuity and operational resilience planning. 
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Cyber security is supported by layered technical defences, incident detection, and response 
frameworks. Third -party and supplier arrangements are subject to strong oversight, and systems 
and infrastructure are maintained to ensure reliability and resilienc e. Workforce training,  
communication, and engagement help build capability, while structured change management 
minimises disruption from transformation activity. The Society also operates comprehensive 
controls to detect, prevent, and respond to fraud and financial crime.  
 
Monitoring and Metrics  
Operational performance is monitored through indicators such as system availability, the number 
and severity of risk events, supplier performance, staff turnover, and control effectiveness. 
Training completion rates, change delivery outcomes, and financial  crime detection metrics are 
also tracked. Operational risks are assessed qualitatively and quantitatively through the ORSA 
process. This monitoring helps maintain service continuity, safeguard member data, and ensure 
operational resilience.  
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Section D : Valuation for Solvency Purposes  
 

D.1  -   Assets  

The Society values its assets using the following methodologies:  

• Intangible assets consist of bespoke computer software and software licences. For 
accounting purposes, intangible assets are initially recognised at cost and amortised using 
the straight -line method over their useful lives (three to ten years). The amortis ation periods 
used are reviewed annually. Software values are reviewed for impairment whenever events 
or changes in circumstances indicate that the carrying amount may not be recoverable. 
Where the carrying amount is not recoverable the asset is written do wn immediately to the 
estimated recoverable amount, based on value in use calculations.  Whilst these values are 
carried in the statutory accounts, they are valued at nil for Solvency UK purposes.  

 

• Land and buildings are formally re -valued annually and included in the accounts at 
valuation with any surplus or deficit being transferred to a revaluation reserve.  
 

• Fixed assets excluding property are valued at cost and depreciation is provided to write off 
the cost, less estimated residual value, of tangible assets by equal instalments over their 
estimated useful economic lives.  
 

• The Society classifies all of its investments upon initial recognition as financial assets at fair 
value through income and subsequent valuation movements are recognised in the 
Statement of Comprehensive Income. Financial assets are derecognised when the r ights to 
receive cash flows from the investments have expired or have been transferred and The 
Society has transferred substantially all risks and rewards of ownership. Financial assets at 
fair value through income include listed and unlisted investments, and units in collective 
investment vehicles. Fair value is based on the bid value at the year end.  
 

• Insurance receivables are recognised when due as at the reporting date.  
 

• Cash for statutory accounting purposes comprise cash at bank and in hand.  All such 
holdings are presented at current value with exchange rates being used where necessary.  
For Solvency UK disclosure The Society only treats balances which are available imm ediately 
as cash, with all other balances treated as investments.   
 

• Reinsurance is recognised as a negative asset as the expected present value of all future 
cashflows under all reinsurance contracts, including reinsurance premiums and the 
reinsurer’s share of claims. The projections are calculated using best estimate assu mptions 
and allow for discounting at the prescribed risk -free interest rates. More detail on the main 
assumptions is included below.  

For Solvency UK the asset classes below are valued as follows:  
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D.1.1 - Intangible assets  

The Society initially recognises intangible assets on its balance sheet at cost and any values are 
then tested annually for impairment to estimate the asset’s recoverable amount.  Whilst these 
assets are included for statutory accounts purposes the carryin g amount is removed from the 
Solvency UK balance sheet in accordance with the Regulations.  

 

D.1.2  -  Financial assets  

All financial assets are valued at fair value based upon the published bid value at the period end.  
The Society does not hold any unlisted securities or securities listed on inactive markets.  

Units in collective investment schemes are valued at fair value.  

For Solvency UK purposes accrued interest on fixed interest securities is included within the 
market valuation whereas for statutory accounting purposes it is treated as a separate receivable.  

 

D.1.4  -  Holdings in related undertakings  

The acquisition of Engage Mutual Health Limited completed in late 2015; up until that point all 
subsidiaries were dormant and immaterial in aggregate.  

The acquisition of Engage Mutual Health Limited, now renamed The Exeter Cash Plan, was via a 
100% share purchase to create a wholly owned subsidiary.  The Exeter Cash Plan closed to new 
business in 2024 and the existing business ran off during 2025, with n o policies remaining as at 31 
December 2025.  

The Exeter Cash Plan is a subsidiary of the General Fund. The subsidiary is treated as a strategic 
investment of The Society and is included in the General Fund.  The subsidiary is consolidated into 
the General Fund in order to calculate The Society’s grou p balance sheet.  

Within The Society’s Statutory Accounts under UK GAAP the investment in related undertakings is 
valued at cost less impairment; the impairment review did not indicate a need to reduce the 
valuation.  On a Solvency UK basis the investment in related underta kings is valued at net assets.  

 

D.1.5  -  Deferred tax assets  

The Society does not recognise any deferred tax assets.  Whilst tax losses do exist with subsidiary 
companies these are not expected to be realised as the vast majority of The Society’s operations 
fall outside of the scope of Corporation Tax.  

 

D.2  -   Technical provisions  

Under Solvency UK, Technical Provisions comprise the Best Estimate Technical Provisions (BETPs) 
and the Risk Margin.  

The BETP is the expected present value of all future cashflows under the policy, including 
premiums, claims, expenses and commission, which occur after the valuation date. The 
projections are calculated using best estimate assumptions and allow for discoun ting at the 
prescribed risk -free interest rates. More detail on the main assumptions is included below.  


