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EXECUTIVE SUMMARY

Introduction

The Own Risk and Solvency Assessment (ORSA) is an emerging framework that is quickly becoming a global regulatory
requirement for insurance undertakings and a key element of enterprise risk management (ERM). This framework requires
companies to regularly evaluate their risk profiles and to ascertain whether or not sufficient provision has been made for capital to
support their strategic business plans over a multiyear period. The implementation of this framework is referred to as the ORSA
process.

There is a large degree of consistency between different jurisdictions in the goals of the ORSA requirements. Almost all
jurisdictions require that the ORSA process assess the insurer’s overall solvency needs (in light of its risk profile), that the process
include a forward-looking perspective, and that the process and results are documented and communicated to the board and to the
supervisor. Although there are differences in some of the detailed requirements themselves, many of the challenges are common
to all jurisdictions. This greatly enhances the ability of companies to apply similar techniques and methods across borders.

Recently, the Joint Risk Management Section of the Canadian Institute of Actuaries, Casualty Actuarial Society and Society of
Actuaries issued a request for proposals that will help advance ORSA process implementation. In particular, the request was
written to give researchers a broad scope within which to formulate an approach to satisfy internal stakeholder needs. The Section
Research Committee also expressed a desire for responses that are appropriate to all insurance industries.

The objective of this report is to meet this need by providing benchmarking information that will help companies address the needs
of internal stakeholders in cost-effectively conducting and implementing an ORSA process. In order to obtain this benchmarking
information, we carried out a cross-disciplinary survey to find out what insurance companies understand and expect from an
ORSA, the effort required to complete an ORSA, and the benefits from doing so. This survey was undertaken on a global basis,
with participants that included life, property and casualty (P&C), often referred to as "non-life" or "general” insurers in territories
such as Europe, and health insurance companies in North America (the United States and Canada), Europe, and Asia.

The survey questions focused on the following specific areas relating to the ORSA:

= Stress and scenario development processes

= Incentives, governance, and other behavioral aspects

= Evaluating the impact of the ORSA on a company’s overall results
. Evaluating the level of buy-in of the ORSA within an organization
= Board involvement

- Implementation

= Challenges faced by companies in the ORSA process

This report highlights our key observations and findings from the survey results. We hope that our analysis will help companies
around the world with incorporating the new regulatory ORSA requirements into their ERM frameworks and processes.

Report structure

The body of the report is categorized into main sections that correspond to each of the specific areas outlined in the bullet point list
above. At the beginning of each of these main sections there is a summary of the key findings relevant to that area, followed by a
more detailed discussion of the survey results and our observations therein. Where applicable, results from the survey are
presented in chart form, split across either geographical region or industry type.

Profile of respondents

In total, 141 companies responded to the survey. This encompassed a reasonably even split across geographical region (North
America, Europe, and Asia). Life companies represented 72% of respondents, while P&C companies represented 29% of
respondents. The overall take rate (number of companies participating in the survey divided by the number of companies invited to
participate) was approximately 28%, although this ratio varied considerably between geographical region and industry type. We
note that the relatively small number of responses from health insurers (10 companies in all) limits our analysis somewhat for this
sector.

As a result of the eventual geographical distribution of respondents, we grouped the United States and Canada together. Also,
although our analysis of the survey results for Asian companies were split out by Japanese companies and non-Japanese
companies, the results presented in this report group them together for simplicity. Where we deem necessary, however, we add
specific commentary to distinguish key differences in survey results between Japanese companies and the rest of Asia.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries
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In most jurisdictions, participating companies generally ranged on a spectrum from midsize insurance companies to large
multinationals, with somewhat more of an emphasis toward the latter.

Survey responses were usually provided by the key ORSA contact at each company. In most cases, this person had a relatively
senior role in the organization, responsible for enterprise risk management and/or regulatory initiatives.

Milliman commentary

At the present time, it is clear that the ORSA is in varying stages of development across the globe. We note that there may be
geographical, cultural, and/or regulatory reasons for certain differences in the application of the ORSA in different jurisdictions. For
example, in Europe the preponderance of stresses on the valuation date in the ORSA is reflective of the Solvency Il regulatory
paradigm. Countries in Asia are most likely to follow Europe's lead, although the level of ORSA sophistication in Asia is relatively
heterogeneous. We recognize that Japan in particular is more naturally grouped with Europe from a regulatory perspective and in
terms of overall ORSA development. In the United States there is a cultural predilection (especially in the wake of the global
financial crisis) for senior management compensation to be linked to tangible performance targets that include risk management
objectives. This was evident in over half the U.S. companies surveyed. However, this contrasts very sharply with Asia, where risk
management objectives are linked to performance targets in only 4% of companies surveyed.

Based on the survey results, there seem to be encouraging signs that the ORSA is already having a positive impact. For example:

= Over 80% of companies indicated that the ORSA is used (at least to some extent) in key strategic business decisions. A
wide range of nonfinancial benefits was also cited, including better communication with various stakeholders, more informed
strategic decision making, and improved risk culture.

= The ORSA appears to be assisting in bringing some companies up to a higher standard and creating a more level playing
field from an enterprise risk management perspective, with 64% of companies indicating that it had already led to
refinements to risk mitigation strategies and raising of minimum standards.

= The costs associated with the ORSA seem to be viewed by most companies (approximately 69%) as a very manageable
element of their overall budgets. In addition, almost half of respondents indicated that the nonfinancial costs (such as
tension arising from competing resources) were negligible.

The survey did also produce (in our opinion) some surprising observations, the most interesting of which we summarize below:

= Although almost all companies surveyed considered their ORSA implementation processes to be incomplete, a significant
fraction (65%) indicated they will be fully fit-for-purpose within the next year. Somewhat counterintuitively, the U.S. and
Canadian companies surveyed indicated that they consider less additional development is required, while at the same time
no European company indicated that its process was fully complete, with Solvency Il implementation now only months
away.

= A significant portion of companies surveyed (around 30%) do not model management actions that might be pursued in
adverse financial conditions when projecting future balance sheets and capital requirements. We contend, as a result, that it
is less likely these companies will properly understand the extent of the impact from such conditions, because the absence
of management actions will tend to lead to an overstatement of the adverse impact on the business.

= More than a third of companies surveyed did not engage in any formal review of the ORSA implementation process. In
particular, European companies were least likely to have undertaken such a review, with approximately half of companies in
the survey saying no independent review has been carried out. U.S. and Japanese companies appear more likely to get
their ORSA processes evaluated by an external independent reviewer.

= Despite the fact that European requirements emphasize that ORSA is the responsibility of the board, there are a small
percentage of cases in Europe where the board is not normally involved. In addition, awareness of the ORSA among key
employees does not appear to be particularly strong, perhaps implying a disconnect between the board and management-
level employees.

= The idea behind the ORSA is that it should be a (relatively) continuous process and not an annual point-in-time exercise.
However, the data collected suggests that this is not how it is being viewed by a significant group of participants, regardless
of both territory and industry.

= Many companies appear to use relatively simple methods to project future balance sheet and capital requirements in order
to meet the prospective solvency assessment criterion under ORSA. The survey indicated only 23% of companies use
proxy models (or more complex nested stochastic models) for this purpose, with the majority using factor-based or similar
approaches, with projection of key risk drivers. This was particularly true of countries in Asia (excluding Japan), where
deterministic projections are commonly used.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries
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INTRODUCTION

Background and scope

The Own Risk and Solvency Assessment (ORSA) is quickly becoming a global regulatory requirement for insurance undertakings.
It is one of the key elements of enterprise risk management (ERM), and numerous insurance regulators around the world are
introducing ORSA requirements in their jurisdictions.

Many of these global developments stem from the International Association of Insurance Supervisors (IAIS), which requires an

ORSA as part of Insurance Core Principle 16 (ICP 16) on ERM, which was adopted in October 2010. The inclusion of an ORSA
requirement within the ICPs has resulted in an effective worldwide requirement for an ORSA, albeit one that can vary in certain

respects from country to country.

In 2008, the National Association of Insurance Supervisors (NAIC) in the United States began its Solvency Modernization Initiative
(SMI), placing U.S. solvency and regulatory standards in the context of international standards. The NAIC adopted an ORSA
approach similar to the requirement in the ICPs as one of the main components of the SMI.

In 2012, the Office of the Superintendent of Financial Institutions (OSFI) in Canada published draft Guideline E-19, “Own Risk and
Solvency Assessment,” for consultation, following up with a final guideline in late 2013, with an implementation date of January 1,
2014. Many other jurisdictions are actively engaged in developing and implementing ORSA requirements, with European
companies currently preparing for ORSA implementation in 2016.

There is a large degree of consistency between different jurisdictions in the goals of the ORSA requirements. In addition, while
there are differences in some of the detailed requirements themselves, many of the challenges are common to all jurisdictions.
This greatly enhances the ability of insurance (and reinsurance!) groups to apply similar techniques and methods across borders.

Almost all jurisdictions require that the ORSA process assess the insurer’s overall solvency needs, that the process include a
forward-looking assessment of solvency needs, and that the process and results are documented and communicated to the board
and to the supervisor.

The Joint Risk Management Section of the Society of Actuaries (SOA), the Casualty Actuarial Society (CAS), and the Canadian
Institute of Actuaries (CIA) issued a request for proposals to address ORSA process implementation for internal stakeholders. The
request was written to give researchers a broad scope within which to formulate an approach to satisfy internal stakeholder needs.
The Section Research Committee also expressed a desire for responses that are appropriate to all insurance industries.

Milliman was selected to perform this research and this report documents the work we have undertaken. A two-phase approach
was proposed, with the first phase being a cross-discipline survey undertaken on a global basis. The second phase was the
analysis and reporting of the findings from the survey results.

Objectives

The objective of the research was to provide benchmarking information to help address the needs of internal stakeholders in the
implementation of an ORSA process. Specific areas of focus included:

= Stress and scenario development processes

= Incentives, governance, and other behavioral aspects

= Evaluating the impact of the ORSA on a company’s overall results
= Evaluating the level of buy-in of the ORSA within an organization
= Board involvement

= Implementation

= Challenges faced by companies in the ORSA process

1 For the remainder of this report, reinsurance will be considered together with insurance, under the heading of insurance, unless explicitly stated otherwise.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries
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Survey methodology

Milliman assembled a large, international, and multidisciplinary research team spanning our life, health, and casualty practices and
our offices in North America (United States and Canada), Europe, and Asia.

We formulated a survey addressing a number of topics in relation to ORSA (specifically those listed in the prior section) and sent it
to companies across the globe late in the fourth quarter of 2014. The survey was sent to various types of insurance companies
including life, property and casualty (P&C), often referred to as "non-life" or "general” insurers in territories such as Europe, and
health. For each individual participant, one key contact was asked to coordinate the response from that company, taking input from
various departments as required.

The survey contained a mixture of multiple-choice and open-ended questions.

Not all of the questions were answered by the respondents. Generally blank responses were excluded when analyzing the
guestions unless it was felt that the blank response was in some way worthy of comment.

Results were analyzed both by territory (Europe, Asia, and North America) and by line of business (life, P&C, and health). Some
companies are active in more than one territory or line of business and, where this happened, responses were categorized by
consideration of which territory or line of business was most dominant for that particular company.

Additional commentary on the results was included by line of business where experience is significantly different, taking into
consideration the number of companies responding in each instance.

It should be noted that the inferences and conclusions that are outlined in this report are based on the results of the ORSA survey
that we have conducted, and while we hope such commentary is helpful to the reader, we feel it is important to point out that they
may not necessarily hold true generally for all companies or industries, or in all situations.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries
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PROFILE OF RESPONDENTS

Profile

This section provides some analysis of the respondents to the survey in order to give some context when considering the
messages emanating from the survey results.

In total, 141 companies responded to the survey. The diagram in Figure 1 outlines the geographical spread of these respondents,
which shows a reasonably even split across the three regions. Of the 55 companies in Asia, 25 companies are from Japan.

Figure 1: Distribution by Geography

@ North America
B Europe
O Asia

The diagram in Figure 2 outlines the distribution of respondents by industry. Life companies represented 72% of respondents,
while P&C companies represented 29% of responses. Given the relatively small number of responses from companies in the
health sector, the ability to separately perform an analysis by industry was somewhat limited.

Figure 2: Distribution by Industry

E Life
W Health
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STRESS TEST AND SCENARIO DEVELOPMENT PROCESS

In the context of the ORSA process, as described in this report, a stress test represents the measurement of the sensitivity of some
metric (such as economic capital, or one of its components) to variation in a key underlying assumption. A scenario, on the other
hand, measures sensitivity to variation in a collection of (perhaps related) variables that have each been stressed in a consistent
way.

Hence, a scenario will tend to capture diversification effects owing to the interaction between the key underlying assumptions, such
that the impact of a given scenario will be less severe than that of the sum of the impacts owing to the stresses that have been
applied to each individual assumption.

This section of the survey analyzed the processes used by companies to develop the stresses and scenarios contained in the
ORSA, highlighting some interesting observations, as outlined in the following sections.

Key findings
Nearly all companies (90% of those surveyed) stress market risk. Life, credit, spread, catastrophe, and liquidity risks are also very

commonly stressed (as indicated by 50% to 70% of respondents, which is significant given that not all companies will be exposed
to each of these risks).

Somewhat surprisingly, operational risk exposure is stressed by only 39% of companies, which indicates that there may still be
some way to go in fully developing and understanding operational risk modeling techniques.

In all but 4% of companies, the chief risk officer (CRO) has some element of direct involvement in the determination of appropriate
stress and scenario tests.

The survey responses demonstrated that there is a broad variety of ways in which companies derive appropriate stress and
scenario tests, ranging from use of the risk appetite framework to replication of actual historical events to consultation with external
experts or the regulator and other stakeholders, with no single approach universally the most popular across different territories.

There is wide variation in the number of stress tests that companies run as part of the ORSA, with fewer than five being the most
common response. However, there is quite a range it seems, with a significant proportion (25%) of companies applying more than
10 stresses.

There are a number of possible approaches when it comes to the application of stresses to key variables, including the start date
of the projection, applied evenly through time or at specific "pressure points," perhaps coinciding with significant events for the
undertaking. The results of the survey reveal that approximately 40% of companies only apply stresses at the projection start date,
with this approach more likely to be used in Europe than in other territories.

Over 70% of companies include management actions in their stress and scenario testing, or plan to do so in the future. However,
this suggests that a large number of companies do not consider the management actions that would realistically be pursued should
the adverse conditions they are testing actually materialize. As a result, it is less likely that they will come to properly understand
the extent of the impact from such conditions, because the absence of management actions is likely, for the most part, to lead to
an overstatement of the adverse impact on the business.

Groups tend to have a very significant influence on the ORSA process within subsidiaries, with 22% of respondents indicating that
they have little or no ability to determine the most appropriate tests and 27% indicating that they have the ability to add only a
limited number of customized tests. This feature was most prevalent for U.S. and Canadian companies and was less so in other
territories.

Derivation of stresses and scenarios

The derivation of a set of stress tests and scenarios that are appropriate to the nature, scale, and complexity of the business, as
well as being sufficiently comprehensive to facilitate informed decision making about its strategic direction, is central to the ORSA
process.

There is no right and wrong way to go about this derivation process. The graph in Figure 3 shows that the majority of companies
surveyed combine a variety of approaches, with the spectrum of different approaches itself being quite broad. Discussions with
regulators appear to play a greater role in Asia than in other territories. Companies in the United States and Canada are much
more likely to derive stresses and scenarios from stochastic simulation than is the case in other territories, though for these same
companies consultation with internal stakeholders is actually the most popular option.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries
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Figure 3: Derivation of Stresses and Scenarios
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It is interesting to note that the use of actual historical scenarios is among the more popular methods used in order to arrive at
suitable stress and scenario tests. While there is no evidence that companies are using this approach in isolation, it is important
that historical experience not be the main driver of assessments of the future, as this can lead to a distraction from understanding
the true risk exposures of the business. The chart in Figure 4 illustrates that the practice of considering historical experience is
more prevalent among health insurers, which is further underlined by the observation that the practice of using a detailed analysis
of risk exposures appears to be less common among the health insurers relative to their life and P&C counterparts.

Figure 4: Sources of Focus for Stress and Scenario Tests

80% -
70% -
60% -
50% -
40% -
30% -

20% - .
; u Life
10% -
0% . . . . . : : ’ B Health
@ o S L © o N X
& X O < O . O Q
& & 4306 3 ot & & & = Casualty
R & NG & & o &
.S <@ & e & > 5
< S ‘ N & R <
\\Q’ > '\L& \‘\‘ Qf\ 0&\ ’b(}
& )
& & N & & & &
«© & & & & > ®
> & & o° P N
& & O g N ¥
& o Ng & N
Q ,§\° S O NG
S & >
& &
(,0

Role of the CRO in the development of stresses and scenarios

Generating the right set of stress and scenario tests to apply needs to be a collaborative effort among the stakeholders in the
ORSA process. In the survey, participants were asked to focus on the role of the CRO in their companies and to choose (from a
predefined list) the description closest to them. It is interesting to note that, in a small number of cases (4%), the CRO actually has
no formal role in the stress and scenario generation process.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries
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Figure 5: Role of the CRO in the Development of Stresses and Scenarios
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There are a number of interesting insights to be gained from these responses, as shown in Figure 5. In Europe, for example, the
board has responsibility for the selection of the stress and scenario tests to be applied, which is supported by the proportion of
respondents noting the role of the CRO in proposing the tests for approval by the board. However, European participants also felt,
in 35% of cases, that the CRO is actually providing the sign-off. It is unclear as to whether the cause of this is some form of
delegated responsibility from the board, perhaps a joint sign-off from the board and the CRO, or a general lack of clarity on roles
and responsibilities.

In Asia (excluding Japan), only half of CROs appear to have the opportunity to feed into the stress and scenario development
process, based on the results of the survey, with only a slightly higher proportion applying in Europe and Japan. The proportion is
much higher in the United States and Canada, indicating a much more hands-on role. On the whole, though, it is perhaps
surprising that CROs have not managed to exert a greater influence in this key area of the ORSA process, where a deep
understanding of the risk exposures of the undertaking is so important.

However, it is clear from these findings that the CRO has, in almost all cases, some direct involvement in the determination of
appropriate stress and scenarios tests.

Modeling of risks

The survey results in Figure 6 show the risks that are subjected to specific deterministic stresses (or form part of adverse
scenarios) as part of the ORSA process. Market, underwriting, and credit risks appear among the most commonly examined risks
(noting that spread risk is considered separately from credit risk). Sovereign credit risk was most likely to be examined in Europe
and Asia (particularly Japan), though the recent European sovereign debt crisis is likely to have been a significant contributing
factor here. It appears that spread risk is more likely to be examined by life companies, which makes sense given that their liability
profiles tend to be of a longer-term nature, while catastrophe risk is more likely to be examined by P&C companies, which again is
in line with what one might expect.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries



Figure 6: Which Risks Are Subjected to a Deterministic Stress Scenario?
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Many of the risks that are usually assessed deterministically may, in many cases, be assessed stochastically instead, or as a
complementary piece of analysis. Similar to the case with the use of deterministic stresses, market risk is the most likely risk to be

assessed stochastically, as shown in Figure 7.

Figure 7: Which Risks Are Subjected to a Stochastic Stress Scenario?
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Number of stresses and scenarios tested

A common consideration in the ORSA process is the determination of the number of stresses that should be applied in order to
adequately represent the risks underlying the business. In general, there is no specific guidance available. Instead, undertakings
are encouraged to test their key risk exposures (or potential exposures, depending on their strategic plans), and it is the number of

such exposures that eventually drives the overall stress and scenario count.

That being said, there is still a wide range in the number of stresses and scenarios that are actually tested. The survey revealed
that in most instances, fewer than five tests were applied. However, at the other end of the scale, 25% of companies complete in

excess of ten tests. The graph in Figure 8 shows the number of deterministic stresses typically applied.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries
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Figure 8: Number of Deterministic Stresses Applied
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Looking into the results at a more granular level, P&C insurers were more likely to apply a larger number of stresses (more than
ten) compared with the other industries studied. Similarly, U.S. and Canadian companies were more likely to use more than ten
stresses than was the case with other territories, while almost 40% of both European and Asian companies choose to test fewer
than five stresses or scenarios.

Timing of application of stresses

There are a number of possible approaches when it comes to the application of stresses to key variables. Possible choices are the
start date of the projection, evenly through time, or at specific "pressure points," perhaps coinciding with significant events in the
strategic business plan of the undertaking. The results of the survey reveal that approximately 40% of companies only apply
stresses at the projection start date. This approach, which appears to be more likely to be used in Europe than in the other
territories surveyed, simplifies some of the projection issues but does not capture evolving exposures or instances in which the risk
profile of the company is changing over time (because of, for example, the evolution of the book of business).

Figure 9: Timing of Application of Stresses
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It remains to be seen if the ongoing implementation of Solvency Il in Europe will push companies toward broadening their
consideration of the appropriate times at which to apply stresses. In the United States, 60% of companies used some combination
of approaches, as opposed to rigidly sticking with a single approach across all stresses.

© 2015 Casualty Actuarial Society, Canadian Institute of Actuaries, and Society of Actuaries
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Management actions

The inclusion of some element of management action, in response to the development of an adverse situation for the undertaking,
is a sensible and informative way in which to complete ORSA projections. The diagram in Figure 10 shows that over 70% of
companies include management actions in their stress and scenario testing (SST) or plan to do so in the future. This picture is
reasonably consistent across both territory and industry.

Turning this around, though, does suggest that a significant proportion of companies do not seek to consider the management
actions that would realistically be pursued if the adverse conditions they seek to test actually materialized. As a result, it is less
likely that they will come to properly understand the extent of the impact from such conditions, because the absence of
management actions is likely, for the most part, to lead to an overstatement of the adverse impact on the business. As ORSA
becomes a more widely used and trusted management tool, it is likely that the proportion of companies reflecting management
actions in their projections will continue to increase.

Figure 10: Are Management Actions Included in SST?

M Yes
m No

Not yet but this is a planned development

Reverse stress testing

Reverse stress testing involves the identification of adverse stresses (or scenarios) that will lead to insolvency. The real value in
such testing is to encourage management to "think the unthinkable" and come up with some event or combination of events—
however unlikely they consider it to be—that would lead to ruin. However, in order to be of genuine value, the event also has to
have some element of realism to it. Clearly, applying some impossible level of stress to a given variable just to produce an
insolvency event, and in doing so tick a box from a compliance perspective, is of very limited or no value.

According to the survey, 27% of participants did not include reverse stress tests in the ORSA at all, and 40% adopted only a
relatively simple approach for the construction of the test by simply extending existing stress and scenario testing. This indicates
that reverse stress testing has yet to be fully recognized as a valuable source of insight into the business and the environment in
which it operates.

It is also of interest that in some cases, such as in Europe—where reverse stress testing is explicitly required—it is still relatively
common not to consider it at all. It is to be expected that the picture will change significantly in the near future, though, as
regulators familiarize themselves more closely with the outcomes of the ORSA process.
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Figure 11: Construction of Reverse Stress Tests
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Stress and scenario testing in a group context

A key consideration for subsidiaries of large groups is the extent to which they have freedom to develop stress and scenario tests
that are of particular relevance to the local undertaking. All too often, the stresses and scenarios most applicable for the group
might not be the most relevant for the local entity, with the result that running them locally can ultimately lead to very little return for
the resources used to complete the analysis. The diagram in Figure 12 shows that, perhaps unsurprisingly, groups tend to have a
very significant influence on the ORSA process within subsidiaries, with 22% responding that they have little or no ability to
determine the most appropriate tests and 27% indicating that they have the ability to add only a limited number of customized
tests. This feature was most prevalent for U.S. and Canadian companies and was less so in other territories, which may be
expected, given the greater group focus of the ORSA in the United States and Canada.

While it is, of course, important from the perspective of the group to have some element of standardization across various
subsidiaries, it is equally important—from the perspective of those subsidiaries—that they have the freedom to produce an analysis
that is genuinely useful to management in running the business and is consistent with the business plan.

Figure 12: Degree of Freedom Regarding SST
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INCENTIVES, GOVERNANCE, AND BEHAVIORAL ASPECTS

In this section the prime motivators for producing an ORSA are examined. We also consider how staff is incentivized to take part in
the ORSA, with a focus on the type of review performed.

Key findings

The primary motivation for undertaking an ORSA process is to improve risk management and regulatory compliance. Survey
respondents from Europe cited regulatory compliance at 50%, but good risk management at 26%, whereas Asia has good risk
management at 44%, but regulatory compliance at 28%.

When it comes to review of the ORSA process, 37% of respondents did not undertake any review, 36% had an internal review by
an independent unit, and the remaining 27% had an external review, either by group or an outside consultant. However, European
companies were least likely to have undertaken any review, with 51% citing no independent review of the ORSA process.

Training and education are very widely used to incentivize staff to participate in ERM. In the U.S., compensation is linked to
performance targets that include risk management objectives in over half of companies surveyed. This contrasts very sharply with
Asia, where risk management objectives are linked to performance targets in only 4% of companies.

Direction from the board or heads of departments is the most significant motivator for staff to participate in ERM, with this factor
being strongest in Asia.

P&C companies find it hardest to motivate staff to participate, with 46% of P&C companies indicating t