ALM Questionnaire
Name of Insurer
Date of Interviews

Names and titles of persons interviewed:
Names of interviewers:

Part A
Responsibilities for ALM Policy

1. Existence of ALM policy *
a. Please provide an overview of what the company is doing to manage its assets and liabilities in a coordinated manner, which is known as asset-liability management (ALM).

b. Is there a separate ALM policy?  If so, please provide a copy.

c. If not, has ALM been addressed as part of another company policy?  If so, please discuss.  If not, please discuss why ALM has not yet been addressed by the company.

2. Relationship to other policies *
a. How does the ALM policy, if separate, relate to the following policies?

i. Investment
ii. Liquidity
iii. Product development
3. Process for development and approval *
a. What roles do the Board and its committees play in the development and approval of ALM policy?

b. What roles do senior management and its committees play in the development and approval of ALM policy?

4. Evaluation of results versus policy *
a. How often are the results of the ALM program evaluated against the objectives of the policy?

b. What are the roles of the various parties involved in the evaluation process?

5. Review and updating *
a. Is the ALM policy reviewed regularly?  If so, how frequently?

b. Are there specific circumstances that would trigger a review of ALM policy?  If so, what are they?
c. Are any changes in the ALM policy pending?

Part B
ALM Policy

1. Key determinants of ALM policy *
a. Please discuss your risk philosophy.

b. Please discuss your risk tolerance, both qualitatively and in terms of any quantitative criteria that have been established.

c. What are the main objectives of your ALM policy?  (For example, do they relate to maximizing economic value, reducing the volatility of earnings, etc.?)
d. What internal constraints influence your ALM policy?  (For example, return and liquidity requirements, solvency position, and shortage of skilled staff.)
e. What external constraints influence your ALM policy?  (For example, expectations of policyholders, regulatory requirements, and financial market limitations.)

2. Risks dealt with by ALM policy *
a. Describe the main types of business written by the company, both business already in force and new business.

b. What methods do you use to identify the risks inherent in your business?

c. What methods do you use to analyse the risks you have identified and assess the significance of those risks?

d. What are the most significant risks for each of your main types of business?

e. Do any of your products include embedded options?  (For example, guaranteed rates of return, annuitization, or renewal options?)  If so, which of these do you consider pose the most significant risks?

f. Discuss any significant interactions you have identified between the different types of risk.

3. Metrics used to measure and assess risk

a. How do you use asset mix in the assessment of risk?

b. How do you measure the sensitivity to changes in interest rates?

c. How do you measure liquidity and assess liquidity risk?

d. How do you assess risk within your equity portfolio?
e. Do you have foreign currency exposures, either in assets or liabilities?  If so, how do you assess currency risk?

f. (Life insurers) Discuss how you use the results of DCAT in the measurement and assessment of risk.  (General insurers)  Do you perform DCAT or dynamic solvency testing?  If so, discuss how you use the results.
g. Please describe any other scenario testing or sensitivity testing used to measure and assess risk.

4. Risk limits

a. Describe any risk limits that have been established:

i. Overall

ii. By type of business

iii. By type of risk

5. Challenges *
a. What are the most significant challenges you have faced in setting ALM policy?
Part C
Responsibilities for Implementation

1. Organization of responsibilities *
a. Is ALM done on a centralized or decentralized basis, within your company or group?

b. Is ALM done entirely with internal resources, or are external resources also used?  If external resources are used, what are they and how are they used?
c. Describe how you separate those responsible for overseeing the implementation of ALM from those with operational responsibilities.

2. Methods of coordination

a. How do you coordinate the work of those responsible for different aspects of ALM implementation?  (For example, through operational and senior management committees.)

3. Clarity of responsibilities
a. Have written terms of reference been prepared for those responsible for ALM implementation?  If so, please provide copies.

i. Positions
ii. Departments
iii. Committees
4. Staffing
a. Discuss the number and expertise of the persons involved in ALM implementation.

b. Describe the decision-making authority of, and the nature of supervision provided to, those involved.

i. Positions

ii. Departments

iii. Committees
5. Challenges *
a. What are the most significant organizational challenges you have faced in implementing ALM?  (For example, achieving buy-in, separation of responsibilities, or lack of expertise.)
Part D
Implementation of ALM
1. Procedures
a. Describe the tools and techniques you use in implementing ALM.
b. What data do you use in applying the ALM tools and techniques? Describe the sources of that data and any challenges you face in obtaining sufficient, appropriate, and reliable data on a timely basis.
c. Discuss how the use of various risk measures has been incorporated into your daily operations.

d. Describe how you determine liquidity needs.
e. Describe how you manage liquidity, both day-to-day and over longer periods of time.
f. Do you have a contingency plan for dealing with unexpected outflows?  If so, please discuss and provide a copy.
g. Do you perform analyses of risks and the likely effectiveness of ALM over longer periods of time, for example, three to five years? If so, please describe the nature of the scenarios tested, the time horizon of the forecasts, and the frequency with which such analyses are performed. If not, are the results of DCAT analysed in the context of ALM?

h. Describe how you use the results of longer-term forecasts.
i. Do you have written procedures for performing ALM? If so, please provide a copy. If not, or if the procedures are incomplete, what steps are you taking to prepare complete written procedures?

j. What is your process for reviewing and updating ALM procedures?  Are any changes pending?
2. Controls

a. Discuss the types of controls that govern your ALM activities.

b. What are the control responsibilities of the various parties involved?
i. Operational management

ii. Committees
iii. Internal audit
c. How frequently is compliance with controls and limits monitored?
d. How frequently are assets rebalanced?

e. Describe the process for handling exceptions at the transactional level.

f. Describe the processes for identifying and dealing with breaches of risk limits.

g. What is your process for reviewing and updating ALM controls?  Are any changes pending?
h. Does internal audit review the adequacy of ALM controls? If so, how frequently? Please provide a copy of the most recent internal audit report on ALM.
3. Reporting
a. Describe the ALM reports provided to the Board and its committees and the frequency of each type of report. Please provide copies of the last three reports.
b. Describe the ALM reports provided to senior management and its committees and the frequency of each type of report. Please provide copies of the last three reports.
c. Describe the ALM reports provided to operational management and its committees and the frequency of each type of report. Please provide copies of the last three reports.
d. What is your process for reviewing and updating the content and frequency of the various ALM reports?  Are any changes pending?

4. Challenges *
a. What are the most significant challenges you have faced in implementing ALM?  (For example, monitoring compliance, rebalancing assets, or reporting to the Board.)

Part E
Additional Information
� Use of the questionnaire:  The questionnaire is designed to be used in gathering information during onsite interviews of senior management and those responsible for the day-to-day implementation of ALM.  Any of the questions could be asked of both groups of interviewees, to obtain a range of perspectives on the issues and to help validate the responses. At a minimum, senior management should be asked those questions marked *. The responses to the questionnaire will provide some of the information needed to apply the assessment criteria.
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