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Key committee details 
Committee members 

 — Howard Davies (Chairman)
 — Ann Godbehere
 — Kai Nargolwala
 — Lord Turner (from September 2015)
 — Lord Turnbull (until May 2015)

Regular attendees
 — Chairman of the Board
 — Group Chief Executive
 — Chief Financial Officer
 — Group Chief Risk Officer
 — Group Regulatory and Government 
Affairs Director

 — Group General Counsel and Company 
Secretary 

 — Group Investment Director
 — Director of Group-wide Internal Audit

Number of meetings in 2015: Six 
In addition two joint meetings were held 
with the Audit Committee.

Key responsibilities
 — Recommending the Group’s overall risk 
appetite to the Board for approval;

 — Reviewing the Group’s risk and 
investment frameworks and approving 
the policies forming part of the 
frameworks;

 — Reviewing the Group’s material risk 
exposures against the risk 
methodologies and management’s 
actions to monitor and control such 
exposures;

 — Reviewing the Group’s stress testing;
 — Reviewing the overall effectiveness of 
the Internal Model used for the 
purposes of the Solvency II regime and 
making recommendations to the Board 
as required in respect of changes to the 
Model;

 — Advising the Board on the risks inherent 
in strategic acquisitions and the 
business plan;

 — Advising the Remuneration Committee 
on risk weightings to be applied to 
performance objectives for Executive 
remuneration;

 — Monitoring the effectiveness of the 
Group Chief Risk Officer.

Risk Committee report  

As Chairman of the Risk Committee, 
I am pleased to report on the Committee’s 
activities and focus during 2015. 

The Committee’s work has contributed 
to the Board’s understanding of the risks 
facing the business and shaping our risk 
appetite. During the year, the Committee 
oversaw a number of initiatives to 
strengthen further the Group’s processes 
and capabilities around reporting and 
managing risk.

Alongside regular monitoring of the 
application of, and compliance with, the 
Group Risk Framework, we ensured that 
the Group was fully prepared for the 
introduction of Solvency II. This included 
reviewing the methodology and calibration 
of the internal model, receiving reports on 
the independent validation of the model, 
monitoring progress towards the 
Prudential Regulation Authority’s approval 
of the model, reviewing the Group’s Own 
Risk and Solvency Assessment, progress 
towards wider Solvency II compliance and 
the governance framework for approving 
disclosures. 

We have worked closely with the Audit 
Committee to provide risk oversight 
throughout the Group to ensure an 
integrated approach. 

The Committee also oversaw the work 
required as a result of the Group’s 
designation as a Global Systemically 
Important Insurer, including the 
development of the Systemic Risk 
Management Plan, the Liquidity Risk 
Management Plan and the Recovery Plan.

As part of our regular work schedule, we 
conducted an assessment of our stress-
testing processes, again working closely 
with the Audit Committee on any areas of 
overlap. We monitored the operation of the 
three lines of defence system operating 
throughout the Group and received regular 
reports from the chief risk officers of the 
business units who attended our meetings, 
following up those reports as appropriate 
with detailed reviews of areas where 
concerns were reported.

During the year, we welcomed Lord Turner 
as a Committee member and Penny James 
as our Group Chief Risk Officer.

Howard Davies
Chairman of the Risk Committee
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Committees continued

How the Committee discharged its responsibilities during 2015 

Matter considered How the Committee addressed the matter 

Risk appetite The Committee considered the Group’s risk appetite including conducting a benchmarking exercise 
undertaken against comparator businesses considered relevant in terms of size, complexity, 
geography and business lines. Having reviewed the report and taking account of the Group’s 
business environment, the Committee concluded that the current risk metrics continued to be 
appropriate. The Committee considered the effect of the introduction of Solvency II, and 
recommended alterations to the Group’s risk appetite to the Board, reflecting the introduction 
of the new capital metric.

Risk management The Committee received deep dive reports on areas of interest from across the Group and carried 
out post-transaction reviews of certain of the Group’s transactions. 

The Group Risk Development Plan for the year was considered and approved by the Committee. 
The Plan underpins the ongoing enhancement of the Group Risk Framework and drives the 
development of the Group Risk function’s capability across the Group. The Plan included 
recommendations aimed at further embedding the Economic Capital model in risk processes and 
decision making, enhancing the understanding and interpretation of the Group Risk Framework 
and the review of the appropriateness of the limit framework, the development of the risk appetite 
to reflect the introduction of Solvency II and certain enhancements to the limit framework. 

The Committee was provided with regular updates from the Group Treasury function as part of its 
oversight of liquidity management. It also received reports from Group-wide Internal Audit, minutes 
from the Group Executive Risk Committee and matters escalated by other Group-level risk 
management committees.

Group top risks The Committee evaluated the Group’s top risks, considering recommendations for promoting 
additional risks, expanding the scope of existing risks and removing those risks no longer requiring 
particular focus from the Committee. The Committee received regular reporting on these risks and 
mitigating actions.

The Group Chief Risk Officer regularly provided the Committee with updates on market conditions 
likely to have an impact on Group and policyholder investments, such as the implications of a 
sustained low-interest-rate environment and falling oil prices. 

The Group Chief Risk Officer regularly reported to the Committee on compliance with the Group 
Risk Framework and the composition of the Group’s ‘Watch Lists’ of credit counterparties. 

The Group Chief Risk Officer’s reports also provided the Committee with regulatory updates, 
particularly regarding Solvency II and submission of the Group’s Internal Model to the PRA, 
development of the Group’s global capital standards and the deliverables required as a result of the 
Group’s designation as a Global Systemically Important Insurer. 

Solvency II and Pillar 3 
reporting

The Committee considered the Own Risk and Solvency Assessment report based on the outcomes 
of the Group’s 2015-17 Business Plan and the FY14 risk and solvency positions prior to its approval 
by the Board. The report was also considered in light of the results of the Group’s regular stress 
testing. The 2015 Own Risk and Solvency Assessment report enhanced the 2014 report through 
improved alignment with business planning and strategy processes and better linkage with the 
Group’s risk profile.

The Committee continued to oversee the submission of the Group’s Internal Model Approval 
Process application, including reviewing the methodology and assumptions in the model and 
receiving input from the independent model validation team and made recommendations to the 
Board in respect of its submission to the PRA. The Committee also considered and provided 
feedback on the overall governance process and the approach to the disclosures of the internal 
model outcome. This activity was undertaken working closely with the Audit Committee.

Global Systemically 
Important Insurer

In light of its designation as a Global Systemically Important Insurer, the Company is required to 
annually agree a number of deliverables with its Crisis Management Group consisting of the Group’s 
principal regulators. The Committee played a key part in considering and approving a number of 
these including the Group’s Liquidity Risk Management Plan, Systemic Risk Management Plan and 
Recovery Plan.
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Matter considered How the Committee addressed the matter 

Reverse Stress Testing The Reverse Stress Test exercise was carried out to confirm the Group’s position as being 
significantly resilient to certain business failure scenarios. The report related to the Group’s 
year-end 2015 position and was submitted to the PRA.

Internal control and risk 
management

In conjunction with the Audit Committee, the Committee reviewed the outcome of the annual 
review of the Group’s systems of internal control and risk management.

Governance
 — Committee effectiveness

The effectiveness of the Committee was assessed as part of the overall performance evaluation of 
the Board. This assessment confirmed that the Committee continued to operate effectively during 
the year. More information on the Board evaluation can be found on page 80.

 — Terms of reference The Committee considered and made recommendations to the Board regarding its terms of 
reference during the year. The terms of reference, which are reviewed annually, can be found on 
the Company’s website www.prudential.co.uk These recommendations incorporated changes to 
reflect the Committee’s role in assessing the effectiveness of the Group’s Internal Model and making 
recommendations to the Board regarding proposed changes to the Group’s Internal Model.




