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Ireland

Regulatory environment and the
Insurance Industry



Solvency Il in Ireland T the regulatory environment

HQ in =) Non-
Ireland  Branch Solv Il

Life 45 12

Non-Life 01 30

Reinsurance 510)

Total 196 42

9 internal models approved in Ireland plus 3 partial internal
models (more In pipeline)
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Regulatory Background

A Central Bank of Ireland (CBI)
A Established in 2010 through Central Bank Reform Act, 2010
A Responsible for both central banking and financial regulation

A Replaced the previous entities of the Central Bank and the
Financial Services Authority of Ireland and the Financial
Regul ator (O06FROG or o6l FSRAOQG)

A Insurance Supervision Mission Statement:

ARProtecting consumers through
supports the sustainability o
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Role of the Regulator 1 Prudential Supervision

A Prudential supervision i.e. promoting a sound financial system

A Solvency and safety of financial institutions provides fundamental protection for consumers
A Consumer confidence that their deposits and investments are safe and that their claims can be met
A In turn, this contributes to a stable financial system and to the reputation and good standing of the Irish

financial sector
A Work is focused on:

Ensuring risk
Setting an approach to assessment,
regulation based on measurement and
risk profile and impact control techniques in
of default all sectors of the
industry

Minimising the risk of
failure by ensuring

compliance with
prudential and other
requirements

Open and challenging

A programme of on-site dialogue, underpinned

iInspections by a credible threat of
enforcement

Data collection
associated with
developing better early
warning indicators of
prudential stress
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CBIl Approach - PRISM

196 insurance

and reinsurance
companies

A Probability Risk and Impact SysteM
A Risk/impact based approach to supervision

A
AR
AR
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A 4 impact categories




Risk categories under PRISM

A Probability risk categories have been updated for insurers to largely mirror Solvency Il
requirements

AScal

e
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(1 = Low to 4 = High)
A CBI to consider each risk category separately
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OVERALL RISK RATING

sector
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Governance us el/ Investment rlung‘ . . . alms‘ Conduct Ope r‘atlond Enviromental Counterparty
Risk Strategy Risk Underwriting Capital Risk Reserving Risk Risk Risk
Risk Risk Risk s
Inherent P Ry Prm'iuct Inherent Sector Specific Inherent
Corporate Liquidity PEUW Risk Claims Risk Over5|gl:|t & Operational Risks Counterparty
Governance . £ Gov. Risk Risk Risk
Consumer
Risk

Risk
Management
Framework &

Culture
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ORSA

Its development as a regulatory tool



Solvency Il - Three Pillar Approach
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Pillar 1:

Measurement of Pillar 2: Pillar 3:

Supervisory Review Reporting and
Process Disclosure

Assets, Liabilities
and Capital

I Asset and liability I Governance framework @ | 7 Public disclosure
valuation i Internal control i Supervisory reporting

I Technical provisions i Risk management i Qualitative and

I Eligible capital i ORSA guantitative reporting

I Capital requirements

These slides are for general information/educational purposes only. Action should not be taken solely on the basis of the information set out herein without obtaining specific advice from a qualified adviser.
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ORSA in devel opment é

2011 discussion papers e

ORSA is a tool to improve the risk management of EU (re)insurers

by

A promoting a better understandingof t he companyds o
solvency needs

A disclosingsuf fi ci ent and clear informat.i

profile
A enhancing the board responsibility not to take on more risks
than the capital base is allowing.

A T MOevn risk and solvency assessment (ORSA) is a
powerful risk management tool that sets out the principles of
forward-looking self assessment of risk management
=10 )3 and solvency for insurers. 0 _ _
EUROPEAN | INGURANCE Gabriel Bernardino
AL T P AITHaETY Enterprise Risk Autumn 2017
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ORSATEI OPAOS VI SI on

Gabriel Bernardino (EIOPA)

ARNORSA 1-downt ppocess owned Db

ARNORSA I's connecting busines

ARl't 1 s core board responsibility not
I's all owi ngo

AhTwo main goals: The Dboard should kno
strategic plan 3-5 years ahead including bumps on the way and the board
should know how to execute Its strate
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Actuarial & Risk Management Functions (Solvency Il)

) Potentially wide ranging invobhvement Risk
Actuarial of Actuarial Function where
Function undertaking has separate Actuarial & Management
Risk Management Functions Function

S

- Facilitate implementatio
of risk management

W system
Technical pl’DViSiDHS . - Strategies, processes & reporting
- Coordinate calculation Contribute to procedures

effective
implementation

- Methodologies & assumptions
- Data sufficiency & quality
- Experience analysis

- identify, monitor, manage and
report on rnisks

- Report to Board on reliability & of risk - - - -
e management Develqp risk pc:ll_cles
- underwriting & reserving, ALM,
- - system investment & derivatives, liquidity &
* Dplnlon on underwnt'ng concentration risk, operational risk,
pDIicy reinsurance & risk mitigation

In particular:
- SCR & MCR risk
modelling

- Internal model

- ORSA

- Demonstrate compliance
with investment rules

- Opinion on reinsurance
arrangements

Internal model

- Design & implement

- Test & validate

- Document including changes
- Analyse preformance
- Report to Board
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Head of Actuarial Function role within Solvency I

Irish approach

A Calculate Technical Provisions

A Certify Technical Provisions (AOTP) to the CBI
A Peer Review of AOTPs required periodically

A Opinion on underwriting
A CBI Guidance

A Opinion on reinsurance arrangements
A CBI Guidance

A Contribute to the Risk Management System
A Actuarial Opinion on ORSA
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A Undertakings need a Reserving Policy (& Committee for non-life)
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ORSA

What Is 1t?



ORSA T back to basics

Own Risk Assessment
A Risk Identification

A Risk Assessment
ARisk Culture

A Risk Reporting Economic

Capital Model
Capital Projections

Stress and
Scenario Testing

Own Funds
Analysis

Strategy

Risk Appetite

Bus.

N es S

Own Solvency
Assessment
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ORSA and business planning

Assets Liabilities Example Stresses / Scenarios
87 e HaER

% / I Equity falls, interest changes ::
Own /ﬂ l_______________'i.-"’
Funds S6R | eem e [

Technical | __ _ ___ _________ MR
Provisions : Failure of a counterparty ::
———————————————_;,”
P

Overall solvency needs = level of buffer required to withstand stresses

) Milliman



Questions the ORSA should help answer

A Understanding of risk profile of the company?

A Does company have sufficient capital to support business plan?
A Will company stay within risk appetite going forward?

A What risks are not covered by regulatory capital?

A What risks should be monitored more frequently?

A What scenarios could cause solvency issues?

A What mitigation options are available in these scenarios?

A Key sensitivities to capital & profits?

A Material changes to risk profile over recent period?

A What would cause company to re-run ORSA?
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What i1s Needed?

1. Board involvement

2. Risk Management System
3. Own Solvency Assessment
4. Business Plan

5. Stress and Scenario Testing
6. Documentation
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