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Module Annotation

The aim of the course is to extend the knowledge students have acquired in courses
focused on insurance issues, especially in relation to the specification of risks of insurance
institutions as financial institutions.

Module Objective

1. Solvency Il - main principles. Principles underlying the new concept of capital adequacy in
insurance companies. Three pillar structure, fair value principle, supervisory principle based
on risk and capital management. Analysis of sources of information on this issue (CEIOPS,
CEA, EU, etc))

2. Pillar | - quantitative requirements. Quantitative calculation of capital requirements
through a standardised approach and internal modelling. The essence of MCRs (Minimum
Capital Requirements) and SCRs (Solvency Capital Requirements). Pillar I risks (insurance risk
- life, insurance risk - non-life, market risk, credit risk, operational risk).
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3. Pillar 1. - qualitative requirements. Qualitative requirements for risk management and
management control systems in insurance companies. Pillar Il risks (liquidity, concentration,
asset-liability mismatch, strategic and reputational risk).

4. Pillar I - transparency. Disclosure and transparency requirements for insurance
companies. Relationship between Sovency Il and IFRS 7 (risk disclosure requirements such
as valuation method, exposure size, sensitivity analysis, etc.).

5. Risk management in insurance companies. Main risk categories in insurance companies
according to organisational definition. The main components of underwriting risk for life and
non-life insurance, as well as market risk, credit risk and operational risk. Risk management
processes in an insurance company (risk management strategy, identification, evaluation,
monitoring, control, measurement, management, planning, organisation and capital
management).

6. Market-consistent valuation of insurance companies' liabilities and technical provisions.
Principles applied in the market-consistent measurement of liabilities (fair value
measurement, time value of money and discounting, risk margin, etc.). Market-consistent
valuation of technical provisions.

7. Solvency Il - internal model. The main principles that must be fulfilled when creating an
internal model in insurance companies. The issue of internal model validation by the
regulator. The principle of the internal model "use test". Results of quantitative impact
studies (QIS5), especially with regard to groups and diversification effects.

8. The impact of Solvency Il on insurance companies. The impact of Solvency Il on the
insurance company's organisational structure, management control system, risk
management, IT infrastructure, etc. Data requirements, data warehousing and data
integration and risk management technology. Effects on corporate culture and creation of
new departments (compliance, operational risk management, etc.).
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