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April 12,  2013 
 
M. Henri Boudreau 
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Office of the Superintendent of Financial Institutions 
255 Albert Street 
Ottawa, ON  K1A 0H2 
 
Re: Draft Guideline E-19, Own Risk and Solvency Assessment 
 
Thank you for giving the CIA an opportunity to comment on OSFI’s draft guideline E-19, Own 
Risk Solvency Assessment (ORSA). These comments were prepared primarily by the CIA’s 
Committee on Risk Management and Capital Requirements (CRMCR). 

We start by reiterating our support for the overall thrust of the document. We understand it was 
prepared in the spirit of international alignment on insurance supervision, and specifically the 
recent push for ORSA for insurers in several other countries. The draft guideline recognizes that 
several elements of what is being bundled under the term “ORSA” are already in place in 
Canada, and does a good job of consolidating various existing risk assessment requirements 
under a common guideline, in addition to rounding out the requirements. 

Below, we offer comments and additional suggestions for changes to the draft. 

1. Summarizing the key principles/characteristics of an ORSA immediately after the scope 
would provide an important context to the rest of the document and deliver the objectives 
clearly and comprehensively without having to read through the entire document. These 
characteristics include the ORSA being proportionate, integrated, forward-looking, and 
internal.  Details of these are included as an appendix. This change would allow the 
document to flow from what an ORSA is to how it fits in the organization, and then go into 
the details of an ORSA.   

2. We believe that Appendix I – Risks & Risk Considerations is unnecessary given that the 
document already refers the reader to other OSFI publications that cover this material. In 
addition, including the appendix increases the risk of inconsistencies both between OSFI 
guidelines and documents as they are updated, and in their interpretation. Having said that, 
the definitions included here may be more detailed and informative than definitions provided 
elsewhere, for example when compared to guideline E-18. It may be preferable to 
consolidate these definitions in a single location and have other publications refer to a 
common document for risk definitions.   

3. On page 5 of the document there is reference to “insurance, market, credit and operational 
risks”.  We believe that “insurance, financial, operational, and strategic risks” would better 
capture all relevant risks (market and credit risks are included within financial risks). 
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4. Throughout the document there are references to the enterprise risk management (ERM) and 
ORSA processes that seem to imply they are two distinct processes, but it’s not clear how 
OSFI views the relationship between ERM and ORSA. Some readers view ORSA as a subset 
of ERM, and some vice-versa, while yet others view the two as interchangeable terms. We 
suggest that the document is reviewed to clarify OSFI’s meaning. 

We would welcome the opportunity to discuss our comments in person or by teleconference.  

 

Yours truly, 

 
Simon Curtis 
President 
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APPENDIX—DETAILED COMMENTS 
[NOTE: wording (exact or similar) currently in the draft guideline is shown in italics. Suggested 
revisions are shown in bold. Comments are inserted in square brackets. The changes below 
would require further alterations in other sections of the document to ensure consistency or 
remove repetition.] 

KEY CHARACTERISTICS 
I. Proportionate 

OSFI expects insurers to have processes in place to conduct the ORSA that are proportionate to 
the nature, scale and complexity of their business and risk profile. [It may be useful to include 
examples illustrating what is meant by “proportionate”.] 
II. Integrated 

An insurer’s ORSA should reflect how it is managed and organized in practice, and should be 
integrated into the management and decision-making process of the company, and in the 
insurer’s business and other planning processes, including enterprise risk management. 
Quantifiable estimates of risk using risk modeling techniques and integrated scenario analyses 
that are used for ORSA purposes should be embedded in the decision making process or have 
other business uses (i.e.: should not be made solely for use in the ORSA). 
III. Forward-looking 

The ORSA needs to identify and assess both short terms and long term risks, and the adequacy 
of its current and likely future solvency positions. As such it must ask “What-if?” questions, and 
identify material foreseeable risks and forward-looking scenarios that will challenge the 
insurer’s solvency under current and potentially unlikely environments. 
IV. Internal 

The ORSA should reflect the insurer’s own view and assessment of risks faced by the company, 
and the quantification of capital needs based on its own internal models and approaches, and 
should not unduly rely on external parties’ models such as regulators or rating agencies. OSFI, 
in its normal course supervisory monitoring process, will review the company’s ORSA process 
including related documentation and reports to the Board. OSFI will consider ORSA in its 
assessment of inherent risks and risk management practices and may, as a result, identify the 
need for additional supervisory work. OSFI does not approve an insurer’s ORSA. 
KEY COMPONENTS OF AN ORSA (Originally “Key Characteristics of an ORSA”) 

[Add reference to stress and scenario testing] 

Stress and scenario testing are an integral part of the ORSA process and provide a tool to 
assess the insurer’s capital adequacy in various situations. The stress testing program 
conducted as per requirements set out in OSFI’s Guideline E-18, Stress Testing should be an 
important consideration and can be directly incorporated into an insurer’s ORSA along with, if 
necessary, other stress and scenario testing. 

COMPREHENSIVE IDENTIFICATION AND ASSESSMENT OF RISKS 
[Removal of individual risks and focusing on key considerations by adding the following to the 
first paragraph of the section] 

http://www.osfi-bsif.gc.ca/app/DocRepository/1/eng/guidelines/sound/guidelines/e18_e.pdf
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 Key considerations of this ORSA component include: 

• Comprehensive risk identification—the ORSA should address, among other risks, 
insurance, financial (market and credit), operational, regulatory compliance, and 
strategic risks. OSFI’s definitions of these risks can be found in OSFI’s Supervisory 
Framework available on OSFI’s website.  

• Risk assessment—although some risks are not easily quantifiable, insurers are 
expected to address all material risks in their ORSA and develop, as part of their 
ORSA, techniques for measuring and/or managing these risks and their associated 
drivers. 

• Emerging risks—certain potential risks may be identified based on possible new 
developments or emerging trends in the environment. While some may have been 
reviewed and found to be non-material, others may not have yet been defined or 
evaluated. 

• Evolving risks—risks that were once considered immaterial may become significant 
as the environment changes. The ORSA should therefore include consideration of 
how risks may evolve and what measuring and managing techniques are required 
for monitoring purposes.  

• Risk interaction—the ORSA should also consider how risks interact with each 
other, and how this interaction may change due to environmental conditions. For 
example, some economic variables may have little correlation in normal economic 
conditions and become much more correlated in a stressed environment, while some 
insurance risks may display a relatively more stable correlation in changing 
environments. 

The processes related to the above considerations should have well-documented underlying 
assumptions and techniques. 
INTERNAL CONTROLS AND INDEPENDENT REVIEW 
[Emphasizing the need for documentation] 

Effective controls also include thorough documentation of the ORSA process. The level of 
documentation provided in the ORSA report may include detailed information that would 
be unnecessary to the target audience of the ORSA report (senior management, board of 
directors, or the regulator). The detailed information may nonetheless be as important and 
should be considered for separate internal documentation, which would include but not be 
limited to: 

• The key people accountable for each step of the process; 
• A description of the controls and the operational risks they are addressing; 
• All assumptions made [assumptions not covered in the report]; 
• Inputs to the ORSA process and the sources of these inputs; and 
• Modelling options considered and the reasoning behind modelling choices, including 

the role of the individuals involved in the choices made. 
 
 

http://www.osfi-bsif.gc.ca/osfi/index_e.aspx?DetailID=294
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