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Summary

* |IRM Solvency Il SIG completed an online survey on how
organisations are approaching the challenges of the ‘Use Test' for the
Internal Model and embedding risk management

« Key aspects considered included
— Scope and types of ‘Uses’

— Definitions of embedding and criteria for evaluating it
— Approaches to embedding

— Ways of measuring or evidencing ‘use’ and embedding
— Level of ‘Use’ of operational risk model modules
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Has your organisation defined the scope of the ‘Use Test'?

o es fully defined
N Yes, partially defined
I ‘fork in progress

“I B Not started
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What ‘Uses’ of the Internal Model has your organisation chosen? PICK AS MANY AS
RELEVANT

Regulatory Compliance

Business Planning

Setting regulatory
capital

Heinsurance requirement
evaluation

Investment management

Capital allocation
Processes

Catastrophe risk
modelling and...

Technical Pricing

Cperational
Hisk Management

Other (please specify)

o 5 10 15 20 25

Other includes risk appetite and economic capital
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Has your organisation defined what ‘embedding’ looks and feels
like in terms of enterprise risk management?

B Yes fully defined
B Yes, partially defined
I ‘vfork in progress
B Mot started

Mat intending to
BN icfine ‘embedding’
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If your organisation has defined ‘embedding’ what criteria or aspects of ‘embedding’ are you
looking for ultimately? PICK AS MANY AS RELEVANT

Sponsored - Leadership
clearly sponsor and
challenge activity.
Chwned - Ownership
accepted and acted
upon at all levels.

Decisive - Influences
key decisions.

Communicated - Outcomes
are visible and
actively discussed.

Integrated - Part of
day-to-day core
processes and procedures
“alued - Pride and

commitment drives
continuous improvement

Sustained - Robust,
reproducible and not dependent
on single individuals

Cther (please specify)
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How is your organisation going about embedding the risk management framework across your
organisation and in all subsidiaries? PICK AS MANY AS RELEVANT

Senior management
engagement

Management presentations

Communication
meetings with staff

Formal training courses
Handbooks and manuals

Detailed procedures

Intranet and internal
magazine messages

Mone identified -

Other (please specify) -

o 5 10 15 20 25

Other includes committee papers, risk workshops
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RELEVANT

Senior management
presentations

Job descriptions and
personal targets

Procedures and handbooks

Papers presented
to management
meetings and Boards

Minutes of meetings
recording decisions
and actions
Training course
attendance

MNone identified -

Other (please specify) .

How is your erganisation planning to capture evidence of ‘embedding’ risk management to prove
that this is occurring across your organisation and in all subsidiaries? PICK AS MANY AS

o LY 10 15

20 25

Other includes risk reports and papers
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How is your organisation planning to measure the level of ‘Use’ of the Internal Model across your
organisation and in all subsidiaries? PICK AS MANY AS RELEVANT

Management
self-assessment

Risk function evaluation

Actuarial function
evaluation

External
independent review

Management
Information report

Playing back of model
outputs to risk owners

Capture of evidence from
reports and minutes

Mot defined

Other (please specify)

20
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How is your organisation planning to measure the level of ‘Use’ of the operational risk module of
the Internal Model across your organisation and in all subsidiaries? PICK AS MANY AS
RELEVANT

Management
self-assessment

Risk function evaluation

Actuarial function
evaluation

External
independent review

Management
Information report

Playing back of model
outputs to risk owners

Capture of evidence from
reports and minutes

Mot defined

Other (please specify)

16
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Organisation headcount

. <100

N 100, <500

. 500, <2000
. 2000, <10000
N 10000, <100,000
100,000+
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Organisation turnover

e =E200m

B =£200m, <E1bn
B :f1bn, <E5bn
BN -£5bn
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Domicile of organisation’s overall Headquarters

. UK

I Other EU
B Switzerland
B Morth America
B Caribbean

Asia | Middle
B East Arica

 Other
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Primary type of business

o Maono-line insurer

- Multi-line
(General insurer

Il Life insurer
B Composite insurer
I Captive

Consultant or

Dl :
sernvice provider

B Other (pleasespecify)
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Conclusions

Much remains to do to define the scope of the task, particular with
‘embedding’

Use test is very much ‘work in progress’ — 16% have finished defining their
uses where 13% have not started

"Il'op 3’ uses are capital allocation, setting regulatory capital and business
planning

75% of organisations are working on what ‘embedding’ looks like, only 10%
have a clear definition

Most common definition of embedding is it is used in decision making,
followed by integration into process, communication and actively sponsored

The route to embedding starts with senior management engagement and
communication exercises with management

The mains means of evidencing embedding appear to be records of
presentations (80%) and minutes of meetings (83%)

The main means of evidencing ‘use’ is by risk function evaluation (64%) with
management self-assessment also widely considered

35% of organisations have not defined how they will use their operational risk
module. For that have, risk function evaluation (45%) is the most popular



