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 Is Solvency II anything new?  

– ERM/ GRC

– ISO31000

– UK Corporate Governance Code

– Walker Report

– Revised SEC regulations

– Standards & Poor’s assessment of ERM

 What are the drivers for change: 

– compliance project versus opportunity to embed ERM more effectively?

 How has software been used to support other risk initiatives? 

Background: questions for consideration
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 Organisational legacies - most insurance companies have evolved 

over time with the following consequences:

– No or multiple risk management frameworks;

– Differing models, modelling systems and methodologies; and

– Multiple systems being used simultaneously to handle risk and exposure 

modelling needs. 

 Outcomes - leads to a jumble of results and inconsistent risk 

output.

 Embedding:

– People – Risk culture

– Processes – embedded and sustainable ERM

– Systems – data quality and management

Issues to address
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 Calculation of:

– MCR

– SCR using either European Standard Formula, or an internal model 

subject to approval

– Market consistent valuations of assets and liabilities

– Response of capital requirements to the risk profile of the organisation

– Calculation of Best Estimate Reserves & Margins, and the size of risk 

margins

Using risk software – pillar 1
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Mapping the risk framework – pillar 5

•Strategy & Risk appetite

•Oversight arrangements

Overall governance arrangements

•Technical pricing & value contribution is core input to product 
design & pricing

•Metrics to identify underperforming portfolios

Use test, decision & planning support

•Covers all types of risks

•

•

Risk identification/Risk assessment/Risk 
monitoring

•Information to drive business decisions

•Clear, concise and reflective of current status

Risk reporting & management information

•Integration of risk & finance systems architecture

•Data to be consistent, complete, accurate and auditable

Data, IT, infrastructure

•Clear ownership of tasks and risk decisions

•Consistent policies and standards

Policies, Standards, People, Culture

• Risk appetite definition

• ORSA report

• Supervisory disclosure & reporting

• Real time capture of all risk types

• Appropriate risk appetite

• Risk analysis techniques

• Escalation & notification process

• Common risk language

• Fast, easy access to quality risk data

• Integration with other software systems

• Customisable security

• Full audit history

• Different languages & currencies

• Risk process embedded in software

• Tracking of treatment actions & controls

• KPIs/ KRIs

• Incident/ loss reporting

• Stress testing & scenario analysis

Risk Identification

•Covers all types of risks

•Identifying emerging risks

Risk assessment & 

measurement

•Single version of the truth

•Reflects the risks presented

Risk monitoring & mgmnt

•“Industrialised” analysis

•Control of key risks

Source: Ernst & Young, 2009
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 Initial steps:
– Develop clear list of software requirements

– Understand what systems are currently being used in the organisation, for what, and their 

capabilities in relation to the defined requirements

– Look for opportunities to streamline systems and data and identify any gaps

– Research and shortlist potential systems that will fill any identified gap

 Cultural aspects to consider:
– Understand the business challenges

– Broader change program should be considered

 Key messages

 Executive sponsorship

 Common risk language

 Training

 Incentives and sanctions

 Risk ownership and accountability

– How risk mature is the organisation and how mature does it need to be?

– Measurements of success

Software implementation approach
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 Key strategic advantages to be gained through embedding an efficient and 

effective software support system are:

– Aggregation and escalation of data

– Broader risk linkages e.g. between strategy, risks, controls and 

incidents/ losses

– Reduction in time spent on manual risk processes

– Auditability of evidence based approach

– Proactive email alerts

– Customised information management

Getting it right: the benefits
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Questions?





Company Confidential

Required software capabilities
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Governance arrangements
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Use test, decision & planning support 
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Risk identification, assessment, monitoring 

& management
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Risk reporting

ARM LiteActive Risk Manager

ARM Collaborative Workshop Solution ARM in Outlook
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Data, IT, infrastructure
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Policies, standards, people, culture


