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Implementation of a new 
solvency regime for South 
African long-term and short-
term insurance undertakings will 
require significant changes to the 
way insurers manage and view 
risk, calculate and hold capital 
and operate their businesses. 
 
Following stakeholder 
consultation, implementation of 
standardised and internal models 
for both long-term and short-
term insurers is expected by 
January 2014. However, certain 
interim requirements will be 
introduced by 2012. 
 
Companies that take early note of 
these requirements could benefit 
from effective planning and 
mitigate potential cost 
implications. Planning and 
mobilising resources now will 
mean that companies can 
significantly spread and/or 
reduce the potential financial and 

resource impact on their 
business. 
 
What you need to 
know 

1. The FSB is in the process of 
developing a new Solvency 
Assessment and Management 
(SAM) regime for both the 
long-term and short-term 
insurance industries. 

2. SAM is intending to use 
Solvency II (the new 
European solvency standard 
for insurers) as a blueprint 
and adopt it in a third country 
equivalence form. 

3. The FSB is currently holding 
extensive consultations with 
stakeholders across industry 
and the outcome will 
determine the extent to which 
the adoption of third country 
equivalence will align with 
Solvency II. 

4. Previous work on a revised 
capital regime for short-term 
insurers (Financial Condition 
Reporting, or FCR) will now 
be incorporated into SAM. 

5. SAM implementation has 
been set for January 2014 by 
which time insurers will have 
to comply in full with the new 
regime. This includes the 
adoption and implementation 
of either a standard formula 
or an internal model. . 

6. The FSB is expected to 
introduce interim 
requirements from January 
2012. These will relate to 
governance, risk management 
and internal controls for both 

long-term and short-term 
insurers as well as revised 
technical provision and 
capital requirements for 
short-term insurers 
(incorporating FCR). 

 

Structure of the new 
solvency regime 

7. The anticipated SAM regime 
will consist of three pillars, 
similar to those of Basel II 
and Solvency II: 

 Pillar 1 - Quantitative 
requirements: These deal 
with issues such as the 
valuation of assets and 
liabilities and the setting of 
capital requirements; 

 Pillar 2 - Qualitative 
requirements: These 
include standards and 
guidance on governance, 
internal controls, risk 
management and the 
supervisory review 
process; 

 Pillar 3 - Reporting and 
Disclosure: This deals with 
internal documentation 
requirements as well as 
external reporting and 
disclosure of information 
to the public, markets and 
the FSB.  

8. All three pillars potentially 
involve major change for 
insurers but initial 
indications are that many 
insurers are focussing on 
pillars 1 and 2 only. Pillar 3 
will involve extensive 
qualitative and quantitative 
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reporting requirements which 
could pose a significant 
challenge to businesses. 

 

Interim measures 

9. Interim measures for Pillar 1 
are aimed at introducing risk-
sensitivity to technical 
provisioning (such as IBNR) 
and capital requirements in 
the short-term insurance 
sector. 

10. In early August the FSB 
issued an FCR Quantitative 
Impact Study for short-term 
insurers which will be used to 
estimate the impact of the 
proposed interim 
arrangements on the market. 
It will also help companies 
understand the potential 
impact of the 2012 reserving 
and capital interim 
arrangements. 

11. Interim measures for Pillar 2 
are aimed at developing 
existing statutory 
requirements about 
governance, internal controls 
and risk management. It is 
anticipated that these interim 
requirements will not differ 
substantially from the 
existing Solvency II 
implementation guidance. 

12. Interim measures for Pillar 3 
are aimed at amendments to 
statutory returns to enable a 
more risk-based approach to 
reporting by 2012. 

 

 

What you need to do 

1. Mobilise company resources 
and start planning for SAM 
implementation by 
nominating a company SAM 
coordinator. 

2. Contact the FSB and seek 
involvement in the SAM 
consultation process. 

3. Ensure a high level of 
understanding across the 
business of the potential 
SAM/Solvency II regime in 
order to   encourage 
engagement beyond the 
actuarial function and 
facilitate meaningful business 
discussions as soon as 
possible. 

4. Obtain a more detailed 
understanding of the 
potential interim 
arrangements, to enable the 
creation of a working plan as 
well as budgetary and 
resource forecasts. 

5. Ensure that any current or 
planned initiatives that may 
impact on the structure, 
mandate or scope of existing 
governance, internal audit, 
compliance and risk 
management functions, take 
into account the anticipated 
2012 interim arrangements. 

6. Short-term insurers to 
participate in the QIS and 
perform a gap analysis 
between existing and 
proposed technical provision 
and capital requirements. 

7. Recognise that SAM is a 
people infrastructure, risk 

and capital change 
management project which 
underlines the need to 
develop a comprehensive 
communication strategy. 

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 

Francois Kruger 

francois.kruger@za.pwc.com 

011 797 4717 

 

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 
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