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Summary

• IRM Solvency II SIG completed an online survey on the use and 

governance of Internal Models and the role of the risk function in 

these processes

• Key aspects considered included

– Drivers for internal model use

– Primary users / audience for the model outcomes

– Use of model in decision making and capital setting

– Links to the ORSA

– Nature of Internal Model governance arrangements

– Role of the risk function in Internal Model governance

– Data quality and validation



































Conclusions
• 71% of respondents intend to have an Internal Model (IM), driven by 

capital setting and a desire to better understand key risks

• The primary audience for model outcomes is the Risk Committee, with the 
Board, risk and actuarial functions as key stakeholders

• 43% have used the model to influence key decisions & do this ‘sometimes’

• 54% claim the IM is completely aligned to their ORSA

• The majority have defined and approved their Internal Model governance, 
with the most common procedures around validation (76%)

• 61% have put in place a formal Internal Model governance committee 

• Responsibility for IM governance is very inconsistent. The most common 
groups are a Committee (28% ) and the existing risk function (25%) 
augmented by additional capital modellers (in 16% of cases)

• Most (50%) remain at an early stage of discussions with regulators over 
model governance

• The majority (61%) intend to complete validation within the 2nd line

• Model data quality remains a significant challenge


