
 

 

SAM focus 
Helping insurers understand and manage change 
 

The introduction of 
SAM will result in 
an increase in 
responsibilities for 
boards of directors. 
 
Boards continue to 
carry ultimate 
responsibility for 
operations but SAM 
formalises and 
extends those 
responsibilities and 
also establishes 
formal requirements 
for boards to evidence 
oversight. 
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Although it is not a requirement 
for each board member to have a 
detailed understanding of all 
technical aspects of SAM, every 
member should have a basic 
understanding of the principles 
and requirements underlying 
SAM and how it applies to their 
organisation. 
 
Under the principle of ‘collective 
understanding’, board members 
should be able to explain who the 
experts are, what they do, and 
how their function is organised. 
 

 

A changing landscape 

1. SAM will require a step-
change in the way insurers 
monitor, measure, manage 
and report on risk and capital. 

2. The changes will be broad 
based for most insurers, 
resulting in significant time 
and resources being 
committed to understanding 
and aligning with the new 
requirements. 

3. While management is getting 
their heads around the new 
requirements, the board 
remains responsible for the 
implementation of SAM 
programmes in addition to 
delivering value to 
policyholders and 
shareholders. 

Mandatory 
knowledge for all 
board members  

4. The SAM draft insurance bill 
states that “The Board of 
directors of an insurer is 
responsible for compliance 
with this Act”. 

5. The minimum requirement is 
for all board members to have 
a good basic understanding of 
the requirements and 
principles underlying SAM 
and how it applies to their 
organisation. This includes 
key requirements spanning 
risk management, supervisory 
review, disclosure, as well as 
quantitative requirements. 

6. It is necessary for boards to 
understand how these 
requirements differ from the 

existing regime and the 
resultant impact on business. 

7. The board retains ownership 
of delegated responsibilities 
and needs to be aware of what 
these are, who they have been 
delegated to and how they are 
satisfied that these 
requirements are being met. 

8. Boards further need to 
understand how 
implementation plans are 
progressing, who the key 
responsible people are and 
what their respective roles 
are. 

9. Board members will all be 
required to have a good 
understanding of how to 
demonstrate sound and 
prudent management of the 
business, as well as the 
assessment of overall 
solvency needs. This will be 
evidenced through the ORSA 
by demonstrating how risk is 
measured and mitigated 
through holding capital or 
otherwise. 

Mandatory 
knowledge for 
individual board 
members 

10. Boards will require specialist 
skills and expertise in various 
areas underlying SAM. 

11. Specialist areas include: 

– Methodologies, processes, 
data and assumptions 
underlying the; 

o valuation and 
classification of assets, 
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liabilities and own 
funds, and 

o calculation of capital 
requirements under the 
standard formula. 

– General governance 
requirements including 
the key control functions 
comprising risk 
management, internal 
audit, compliance, 
actuarial control and 
outsourcing. 

– Supervisory reporting and 
disclosure including 
reporting frameworks, 
systems, processes and 
data requirements. 

Internal models 

12. The adoption of internal 
models to replace the FSB's 
standard formula will raise 
the bar further for boards. 

13. All board members will be 
required to have a good basic 
understanding of the internal 
model, including what it does, 
how it works and how it is 
used by the board (and 
others) to make decisions. 

14. Boards are required to 
contribute to the 
development of internal 
models by setting the 
strategic direction as well as 
monitoring and challenging 
the development of the 
various components of the 
internal model. 

15. The board will have to 
demonstrate an 
understanding of the 

shortcomings of the model as 
well as future plans for 
improvement. 

16. Not all board members will be 
required to understand 
actuarial formulae or how to 
apply statistical distributions, 
although these skills will have 
to be present in the 
boardroom. 

17. Board members will be 
encouraged to challenge and 
contribute towards producing 
high quality management 
information to further assist 
decision making from the 
outputs of the model. 

18. The board will have multiple 
tools at its disposal to carry 
out the above, including 
model validation, stress 
testing, back testing and 
management information. 

Looking forward 

19. SAM compliance provides a 
clear incentive for change. It 
is up to boards to provide the 
leadership to leverage off the 
improved understanding of 
risk and capital. 

20.  A tailored board and senior 
management education 
program will focus on the 
most important elements of 
SAM, enabling the board to 
address key questions, to 
articulate the board’s role in 
the post SAM environment 
and help guide and challenge 
implementation programmes 
within the business. 

21. Delegating implementation of 
SAM to technical experts 

without providing robust 
challenge and direction would 
result in the board not 
fulfilling its responsibilities. 

22. Board compositions need to 
strike the right balance in 
skills to ensure sufficient 
SAM knowledge as a 
collective, but to also ensure 
that the individual board 
members provide the 
required in-depth expertise. 

 

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.com 

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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