
Solvency II – Preparatory Phase 

 

 

Andrew Kay 

Milliman Breakfast Briefing 

23rd September 2014 

FLAOR & Pillar 3  



2 

Survey Results – ORSA / FLAOR 

 

 

 

 

 

 

 465 99 
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FLAOR requirements 

Medium High – High Low – Medium Low 

2014 Perform assessment of overall 

solvency needs. 

 

Report using own structured 

report. 

Perform assessment of overall 

solvency needs. 

 

Report using CBI FLAOR tool. 

 

2015 Perform assessment of: 

 Overall solvency needs 

 Compliance on a continuous 

basis 

 Deviation from SCR 

assumptions 

Report using own structured 

report. 

Perform assessment of overall 

solvency needs. 

 

Report using CBI FLAOR tool. 
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FLAOR POLICY 

 

 

 

 
 

 

 

 

 

 

Risk profile 

Risk Limits 
Solvency 

needs 

Information on: 
• How & how often 

• Data quality 

http://www.google.ie/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=i9SQ5ub2v7lDfM&tbnid=biK9u_Ig1bf1DM:&ved=0CAcQjRw&url=http://en.wikipedia.org/wiki/Business_process_mapping&ei=3rMeVNKkHaiM7AaN5YHwCg&bvm=bv.75775273,d.ZGU&psig=AFQjCNGwTcdLR1WX6pJzOpPDg_LMVdbg9A&ust=1411384581014953
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Other key areas… 

 Scenarios 

– Considered all material risks? 

– Stress test / scenarios / reverse stress test 

 

 Calculation engine 

– Assessment of overall solvency needs 

– Forward-looking perspective 

– Point in time and projected 

– New business 

– Automated? 

– Accuracy vs. ‘best efforts’? 

 

http://www.google.ie/url?sa=i&source=images&cd=&cad=rja&uact=8&docid=hffsw7kOcSWgHM&tbnid=vOrM-424qGpUwM&ved=0CAgQjRw&url=http://teamspeed.com/forums/458-430-360/77109-engine-swapping-putting-heart-430-360-a.html&ei=FVEdVMWIF-ed7gaah4DACw&psig=AFQjCNF40CI7EDuKCU-N6-D4sLBqkfVmbA&ust=1411293845459257
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Documentation and reporting 

 

 

 Documentation 

– Policy 

– Record  

– Internal report 

– Supervisory report 
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Supervisory Report 
For Low and Medium-Low companies 

 What are the conclusions from the FLAOR?  

– Impact on strategic areas? 

 

 Board involvement 

– Steering and challenging 

– Approve the policy, results and conclusions 

 

 Documentation 

 

 Assessment of solvency needs 

– Methodology & assumptions  

– Capital needs by risk 

WARNING: The 

CBIs FLAOR 

reporting tool  

should not be 

taken to be the 

FLAOR process 

itself!   

 

Firms should 

have in place 

documentation 

to support their 

responses! 
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FLAOR 2014 timeline 

Report  

to CBI 

December November October September 

NB: Board 
approval 

Independent 
review? 

 

• Draft Policy 

• Draft Scenarios 

• Develop 
calculation 
engine 

Finalise: 

• Internal 
Report 

• Record 

Board 
discussion 

and 
challenge 

Draft results 
and reports 

Board 
discussion 

and 
challenge 
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Survey Results - Pillar 3 

 

 

 

 

 

 

 253 428 
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Pillar 3 requirements 

Medium High – High Low – Medium Low 

2014 Prepare reporting systems 

 

Prepare reporting systems 

2015 • Submit end 2014 annual QRTs 

and narrative information 

 

• Submit Q3 quarterly QRTs 

 

• Solo and Group 

 

• Narrative on: 

• General governance 

• Fit & proper 

• Risk Management System 

• Own Funds 

• Valuation… 

Prepare reporting systems 
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Pillar 3 timeline 

End 2014 Solvency II Q3 2015 Solvency II  

End 2014 Solvency I  

2015 Q4 2015 Q3 2015 Q2 2015 Q1 

End 2015 Solvency I 

Q3 
End 2015 Solvency II 
transitional information 

2016 Q4 2016 Q3 2016 Q2 2016 Q1 

Q2 

Q1 
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Pillar 3 challenges 

 Data 

– Level of detail 

– New requirements 

 

 Process automation 

 

 Group reporting requirements 

 

 Consider IFRS4 Phase 2 
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Automated reporting 

 Produces the QRTs 

 Robust IT platform 

 Easy to use 

 Audit trail & reconciliations 

 Reduced operational risk 

 

 

 XBRL tagging 

 Workflow management 

 Solvency II expertise 

 SCR & MCR calculations? 

 Capital projections for ORSA? 

 

 

 

Sourcing Data Automation 

VEGATM 
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Preparatory phase 


