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Purpose of your paper: To assist the general insurance establish and maintain effective risk appetite 

frameworks and to comply with GI  requirements in Australia. 

 

Synopsis: The Working Party will focus on developing and/or promoting good practice in the area of 

risk appetite for the General Insurance industry, particularly in relation to meeting the requirements of 

Prudential Standard CPS 220 Risk Management (which becomes effective 1 January 2015).  To 

achieve this, the Working Party will develop a body of knowledge and apply industry thought 

leadership to its application to general insurance, which will be captured in a research paper for 

public / industry discussion.   

The scope includes:   

 Risk appetite frameworks, including: 

▫ Addressing regulatory requirements (e.g. risk management frameworks and governance); 

▫ Developing Risk Appetite Statements including their components; 

▫ Monitoring and reporting against risk appetite; 

▫ Cascading the Risk Appetite Statement; and 
▫ The application of risk appetite within the ICAAP. 

▫ Definitions for Risk Appetite etc.   

 

 Risk appetite statements: 

▫ Setting qualitative and quantitative risk tolerances; 

▫ Setting risk limits for risk driver states; 

 Risk capacity 

 Risk vs reward 

 Internal capability 

▫ Addressing the interrelationships between outcomes, sources of uncertainty, risk drivers and risk 

indicators / measures; 

▫ Consideration of the type and quality of input (e.g. hard data / analytics, expert judgement) 

and capturing the appropriate degree of uncertainty in the inputs and relationships; 

▫ Identifying and assessing techniques for aggregating and cascading risks between tolerances 

and limits to ensure consistency between risk measures and risk appetite elements; and 

▫ How to deal with emerging risk properties that require the RAS and risk framework to adapt 

and evolve over time to ensure it maintains relevant. 

 

 Embedding the risk management and Risk Appetite narrative in: 

▫ BAU Metrics and Reports; and 

▫ Interaction with the strategic and financial plan and business decisions at various levels 

throughout the organisation. 

 


