The Actuarial Profession
making f cial sensa of the future

Embedding ICA in the Organisation

A Risk Manager’s perspective
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N Vi

Embedding
ICA
/ -
O
5
|
B
Why embed?
Business
— -
Better ICA
“product”
Rating Regulators Alignment
agencies with reality
Ownership/
FSA (Lloyd's) involvement
ICAS
Solvency Il
|
B




Why embed?
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Right level of capital

Decision making and
management tool

Journey as well as
destination

Business
benefit

Capital
adoquacy

What do we mean by “embed”?

Board, Engagement and understanding
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Daytoday \ Drives behaviour

«Strategic & operational decisions
*Business plans

*Pricing & product design
«Investment strategy

«Capital allocation

...and underlying assumptions

RMF
interaction




Tips on embedding
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Tips on embedding

*Defined

«Consistent
*Repeated/ ongoing
eIncreasing complexity

*Diagram/ schematic

Tips on embedding

isk/capital
committee,

*Big picture
*Risk and capital interaction
*Re-runs of ICA

«Strategic options




Tips on embedding

“the business”
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Tips on embedding
«Comprehensive
Flexible
*Repeatable
*Explainable
*More than “ICA”
L

Tips on embedding

«Clearly articulated

*Agreed

*What form does it take?
-Expected return

-Extreme events

-Less extreme
appetite




Tips on embedding

«Cross category
*Validate reasonableness
eInvolvement
*Tangible, realistic
*Ownership

eInteresting
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Tips on embedding
*Frequency & extent
«Collaborative
«Clear ownership, expectations
*Governance — “three lines”
*Challenge
*Data
L
Tips on embedding
*Motivation (WIIFM)
Carrot v stick
*“Champion”
+Explain benefits
-Capital (Solvency I1)
.Competitive advantages




Tips on embedding

«Communications plan
.Timing reporting

-Content
-Audience
*Push v pull

sLanguage

The Actuarial Profession

Tips on embedding

awareness,

Briefing document
eIntro sessions
*Multiple hits
«Familiarity and comfort

*STBO (state the obvious)

How can we gauge success?

How often run & reported
Demonstrably used in decisions
Board understanding

BAU
Pull rather than push
Self scoring tool
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Useful resources

=Institute of Actuaries Working Party:
“Embedding capital Models in the Business” (2006)

=FSA: Insurance Sector Briefing
“ICAS — Lessons learned and looking ahead to Solvency 2” (Oct 2007)

=Lloyd’s:
“2009 ICA minimum standards and guidance” (Market Bulletin Y4128, Feb 2008)




