
SAM focus
Helping insurers understand and manage change

The implementation
phase of SAM is
imminent as the first
insurers have to
report their SAM
numbers as part of
the Light Parallel
Run by the end of
August 2014.

June 2014

________________

The Financial Services Board
(FSB) has released the draft Light
Parallel Run (LPR) technical
specifications and reporting
templates on 4 June 2014, which
was followed by industry
workshops on the requirements.
The final technical specifications
are expected to be released by mid
June 2014.

The main objective of the parallel
runs is to support the transition
and implementation of the new
SAM regime in to a business-as-
usual (BAU) environment for both
the FSB and insurers.

Background

1. The completion of the LPR is
compulsory for all insurers.
Only larger groups will be
required to do a group
submission on a bi-annual
basis and this will be
communicated by the FSB on
an individual basis.

2. The quarterly returns need to
be submitted two months
after an insurer’s relevant
quarter end during the period
July to December 2014.

3. There will be no qualitative
reporting or audit
requirements. Insurers will
however, have to provide
details on simplifications
applied.

Basis of calculation

4. The technical specifications
as set out in the third
Quantitative Impact Study
(QIS3) should be used.

5. As the aim of the LPR is to
assess the BAU environment
the default QIS3 option must
be used in areas where
various options were tested
under QIS3. The FSB
indicated however, that the
default position in QIS3 may
not necessarily be the final
SAM measurements.

Overview of the templates

6. Information has to be
reported on Own Funds (OF),
Assets, Technical Provisions
(TP), Movements and Capital
Requirements.

7. There are 14 templates in the
quarterly solo entity reporting
suite. Based on insurer
specific information that
needs to be completed the
templates are customised to
report information that will
be relevant to the insurer.

8. Compared to the current
quarterly returns more detail
will be required on asset data,
reinsurance, TPs and capital
requirements. In addition
quarterly information must
be reported for the revenue
account and movement data.

9. The information will be used
by the FSB as part of the
transition to its risk based
supervision approach, its own
supervisory reporting,
assessing systemic risks and
macro supervision.

Comparatives

10. There are certain templates
that require comparative
information. For these
templates the QIS3 numbers
should be used for the first
submission or updated

numbers if insurers have
produced the numbers
subsequently. The FSB
indicated that the aim is to
use existing information and
that insurers should not have
to reproduce numbers.

IFRS

11. There is no requirement for
the LPR to report insurers’
IFRS numbers. It is however
expected that when SAM is
effective or even under the
Comprehensive Parallel Run
(CPR) that insurers have to
report IFRS numbers as well,
on certain templates.

Segmentation

12. For the first reporting quarter
during the LPR, summary
movement data and TPs will
be required.

13. It is expected that the FSB
will finalise segmentation
classes in the second half of
2014. This will result in
reporting more granular
information using the new
segment classes for the
second LPR submission.

SCR simplifications

14. Given the complexity of the
SCR calculation and the short
reporting deadlines it is not
required to perform a full
SCR calculation on a
quarterly basis.

15. It is however important to
understand the financial
soundness of an insurer on an
ongoing basis. The use of
simplifications is therefore
imperative.

16. Although simplifications have
not been specified for the
LPR, potential simplifications
provided by the FSB include:

• Use QIS3 SCR if the
numbers are less than a year
old and an insurer’s risk
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profile has not changed
significantly.

• Movement in the SCR as a
result of changes in key or
multiple risk driver/s.

• Manual adjustments to the
previous SCR where there
has been a change in an
insurers’ risk profile.

• Using proxy models.

Insurance Groups

17. The deduction and
aggregation (DA) approach
must be used for the group
calculation.

18. The reporting templates for
groups are similar to the
QIS 3 templates. This
includes information on the
Group Structure, Intragroup
transactions and Group
Solvency.

What should insurers do?

19. Careful planning is needed as
finance, risk and actuarial
teams will be under
tremendous pressure to
complete the LPR
submissions, while at the
same time complying with the
existing regulatory reporting
of the Long- and Short-term
Insurance Acts. Many
insurers will also be busy with
their year-end or interim
financial reporting cycles
during this period.

20. The reporting calendar will
undoubtedly change. An
overall plan to assess the end-
to-end reporting timelines, as
well as how the various
functions will be impacted
will help insurers understand
and define for themselves
how to address bottlenecks in
the process.

21. Reporting should be built into
governance processes to
ensure that Boards and those
charged with governance are

involved from the outset in
understanding the
requirements and that there
is an effective transition to
when SAM is enacted.

22. Some insurers may put
interim solutions in place to
address reporting and
calculation needs, but looking
ahead, it will be essential to
make SAM reporting part of
the BAU process.

23. Although IFRS numbers are
not required under the LPR
insurers also need to consider
how differences between
IFRS and SAM will be
reconciled and explained to
their boards, the regulator
and other stakeholders.

24. Insurers need to assess what
simplifications are the most
appropriate for their business
and how these will be applied
on an ongoing basis.

25. The reporting templates for
the LPR are generally the
summarised forms that will
form part of the annual solo
quantitative reporting
templates (QRTs). Insurers
should use the parallel runs to
identify and address gaps in
their data sourcing,
integration, quality and
processes e.g. asset data, TP
calculations, movement
analysis and build ups.

26. Where insurer’s SCR results
indicates that its SCR cover is
below the required levels they
should assess the way forward
to ensure that the capital
requirements are met when
SAM becomes enacted. This
may include early
engagement with the FSB,
analysing the reasons and
drivers, and develop action
plans to rectify their solvency
position.

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

Pieter Crafford
pieter.crafford@za.pwc.com

082 855 8927

Alistair Hoffert
alistair.hofert@za.pwc.com

072 065 7909

Francois Kruger
francois.kruger@za.pwc.com

011 797 4717

PwC SAM focus
newsletters

The following link provides
access to a range of thought
leadership pieces produced by
PwC on SAM.

www.pwc.com/za/en/publications/sam-focus.jhtml

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.

www.pwc.co.uk/financial-services/issues/solvency-

ii.jhtml


