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• Survey of general insurer experience during ICAAP 

implementation 

• What issues emerged? 

• What did we learn? 

• Collected views from representative sample of AAs 

and risk managers 

• 30 insurers, including the 4 largest 

Overview  



• Board engagement 

• Scenario testing 

• Documentation and process 

• Quantitative modelling 

• Designing a Capital Mgmt Strategy 

 

 

Topics 



• Consistently very high and over an extended period 

• Appear to have taken responsibilities very seriously 

• Big educational component 

• Workshops were the norm, often several 

• Risk appetite, stress scenarios 

• Excellent opportunity for actuaries and risk 

managers to gain Board exposure 

• Sometimes TOO engaged 

 

 

Board Engagement 



• Boards loved this stuff ! 

• “Very useful for articulating risk appetite” 

• “A useful addition to the Cap Mgmt process” 

• “Spent a lot of time on it…”   

• ‘Business Continuity Planning’ for capital 

• Reverse Stress Testing (what does it take to break 

the company – well, quite a lot) proved highly useful 

• A little confronting for mgmt who normally like to 

present an image of corporate strength 

 

 

Scenario Testing 



• Really needed serious ownership and resources 

• For some this came too late 

• “Just pulling together existing documents” proved to 

be optimistic 

• Challenges included:  

• Dis-entangling & re-expressing ERM framework 

• Strategies were a moving target due to LAGIC 

• Lack of APRA guidance, avoiding duplication, 

scheduling workshops, keeping the SS compact 

 

 

Documentation and Process 



• New and challenging for the smaller insurers – 

some without three year business plan models 

• Closer integration with Risk Appetite and Cap Mgmt 

Strategy raised the stakes (even for big insurers) 

• A sizeable part of the Board educational aspect 

• The ‘perils’ of working with small probabilities 

• Some of the probabilities were larger than expected 

• Modelling uncertainties were exposed 

• Key challenge was to develop a ‘robust’ framework 

 

 

 

Quantitative Modelling 



• Risk tolerance definition typically had to change 

• Earnings measures no longer very useful 

• More quantitative, more ‘probabilistic’ 

• Inability to ‘benchmark’ to industry was a concern 

• Choosing thresholds: insolvency, PCR, 120%, other 

• Balancing ICM probabilities with discrete scenarios 

• ‘Spelling out’ capital decision process in advance 

• Bottom and top of range - both had challenges 

• Identifying alternative capital sources 

 

 

 

 

Designing a Capital Mgmt Strategy 



• Boards liked scenario testing (a bit too much?), but 

they were clearly up for the challenge 

• ICAAP was a boon for the workshop industry 

• Earnings-based measures don’t work well in a risk 

appetite statement, but shareholders want them 

• Documentation was a challenge without guidance 

from APRA, quality probably varied 

• Process was more difficult, and concept of capital 

different, for branches 

Key Learnings 



• ERM frameworks needed a bit of a spring clean – 

ICAAP integration brought welcome consistency 

• The perils of working with small probabilities were 

exposed: hard to design a robust framework 

• Boards now have a better idea how volatile GI is 

• Defining capital mgmt actions in advance on a 

‘what if’ basis was difficult 

 

Key Learnings 


