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South African organisations are 
currently reviewing the 
appropriateness of and 
implementing the principles set 
out in the King III code. 
 
The anticipated SAM regime will 
introduce interim governance 
arrangements to South African 
insurers with effect from 2012. 
Solvency II (expected to form the 
foundation of the SAM 
requirements), includes an 
extensive range of governance 
requirements along with explicit 
roles and responsibilities for 
functional areas such as internal 
audit and compliance. 
 
Insurers that take note of the 
anticipated SAM requirements in 
their King III assessment process 
will benefit from assessing and 
implementing changes on a once 
off basis. Any planning around 
the role and operation of internal 
audit and compliance functions 
should be considered in the 

interim Solvency II 
requirements. 
 
What you need to 
know 

King III 

1. 1 March 2010 marked the 
start of a journey for SA 
companies towards better 
corporate governance under 
King III. 

2. Listed companies are subject 
to the mandatory application 
of King III (from the newly-
released JSE listing 
requirements) and the 
requirements are effective for 
financial years commencing 
on or after 1 March 2010 (i.e. 
financial years ending 28 
February 2011 and onwards). 

3. King III has 73 principles 
listed under 9 governance 
elements. It is principles -
based and under its apply or 
explain framework, 
companies are currently 
assessing the appropriateness 
of the various governance 
principles for their 
businesses. 

Solvency II 

4. Solvency II is a principles-
based framework and its 
objectives include improved 
risk-based decision to achieve   
more robust solvency levels. 

5. In achieving the above 
objectives, it introduces a 
comprehensive system of 
governance that sets out 
requirements across the 
entire organisation. 

6. The governance topics 
covered by the interim text 
include: 

 General governance 
requirements; 

 Outsourced functions 
and activities; 

 Fit and proper 
requirements; 

 Risk management; 

 Internal control; 

 Internal audit; and 

 Actuarial function. 

7. The requirements place 
considerable importance on 
written policies in relation to 
crucial aspects of the system 
of governance, in particular to 
risk management, internal 
control, internal audit and 
outsourcing. 

King III versus Solvency II 

8. Although both King III and 
Solvency II are principles-
based, a number of listed 
principles are very specific 
and similar in both 
frameworks. 

9. Of the 73 listed King III 
principles, 28 principles are 
covered explicitly under 
preliminary Solvency II 
guidance, 26 principles are 
covered in spirit or in 
principle and 19 principles 
are not covered at all. 

10. The 28 King III principles 
covered explicitly under 
Solvency II relate to Ethical 
leadership, Boards and 
Directors, Risk management, 
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Compliance and Stakeholder 
relationships. 

11. The 26 King III principles 
covered in spirit or in 
principle relate to Ethical 
leadership, Boards and 
Directors, Audit Committees, 
Risk management, IT 
Governance and Internal 
audit. 

12. The themes of the unmatched 
principles can be described 
as: 

 Requirements around 
integrated reporting; 

 Oversight of the audit 
committee; 

 Annual evaluation of 
board performance; 

 Specific references to 
combined assurance; 

 Audit committee 
responsibility to 
appoint and oversee 
external audit; 

 IT investments and 
expenditure; and 

 References to 
sustainability, 
specifically social 
responsibility 
reporting. 

 

 

 

 

 

What you need to do 

1. Obtain a more detailed 
understanding of the 
potential interim governance 
arrangements for SAM. 

2. Perform a diagnostic / gap 
analysis to identify 
differences between your 
existing governance practices 
and those introduced by King 
III. 

3. Incorporate your 
understanding of the 
anticipated SAM 
requirements in any plans 
that relate to: 

 King III; and 

 Functional areas, 
including internal audit, 
compliance, risk 
management and 
actuarial. . 

4. Make comprehensive 
stakeholder planning part of 
your SAM mobilisation 
efforts, to ensure that non-
actuarial representatives 
understand the likely impact 
of SAM on your transitional 
activities during the next few 
years and business as usual 
thereafter. 

5. Ensure budget and resource 
planning incorporate an 
enterprise-wide view, taking 
into account the range of 
expected and anticipated 
regulatory changes. 

 

 

 

If you wish to discuss how we 
can help you, please call your 
regular contact or 
alternatively: 

David Kirk 

david.kirk@za.pwc.com 

011 797 4544 

Wikus Luus 

wikus.luus@za.pwc 

011 797 4131 

Alsue du Preez 

alsue.du.preez@za.pwc.com 

011 797 5609 

 

PwC global thought 
leadership on Solvency 
II 

The following link provides 
access to a range of thought 
leadership pieces produced by 
the firm on Solvency II. 

http://www.pwc.co.uk/eng/pub
lications/solvency_II_publicati
ons.html 

Strategic and Emerging 
Issues in South African 
Insurance 2010 

This survey provides an 
industry-wide perspective on 
issues in the industry. 

http://www.pwc.com/za/en/pu
blications/insurance-survey-
south-africa.jhtml 
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