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Who is the Prudential Authority (PA)

» Established on 1 April 2018
» Established in terms of the Financial Sector Regulation Act of 2017 (FSR Act)

» Took over the prudential supervision of insurance companies from the then
Financial Services Board (FSB), now the Financial Sector Conduct
Authority(FSCA)

» The take over of the supervision responsibilities from the then FSB was as a
result of the adoption of the Twin Peaks model of regulation

» The PAis a juristic person operating within the administration of the SARB



Establishment and mandate

Where the journey started
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Establishment and mandate

Mandate of the PA



Objectives Of the PA

Promote and
enhance the
safety &
soundness of
financial
institutions

Protect financial
customers
against the risk
of financial
institutions
failing to meet
their obligations

Promote and
enhance the
safety &
soundness of
market
infrastructures

Assist in
maintaining
financial
stability
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Structure of the PA and PA Committee

PA Committee

Mr. Lesetja Kganyago

SARB Governor and
Chairperson of the
Prudential Committee

Ms F Tshazibana

SARB Deputy Governor:

Markets and
International Economic
Relations

Dr R Cassim

SARB Deputy Governor:

Financial Stability and
Currency

Mr Kuben Naidoo

CEO of the Prudential
Authority and SARB
Deputy Governor



Structure of the PA and PA Committee

Current senior management structure and the four departments

Kuben Naidoo

GEQ of the Prudential
Authorlty and SARB

Deputy Governor
N
Denzel Bostander Faizel Jeena Suzette Vogelsang Unathi Kamlana
Head: Financlal Head: Risk Support Head: Banking, Head: Policy,
Conglomerate Insurance and FMI Statlstice and

Supervision Supervision Industry Support




Registered insurance entities in SA

Two insurers, Life and Non-life were placed under provisional liquidation

Dec 2018 Jun 2019
Total 169 170
Life primary insurers 65 66
Life cell captives 6 6
Life microinsurer 0 1
Non-life primary insurers 70 68
Non-life cell captives 8 10
Non-life captives 9 8
Professional reinsurers 9 9
Composite reinsurers 5 o
Life reinsurers 2 2
Non-life reinsurers 2 2
Other 2 2



Industry Overview: Selected Data

Balance sheet *Dec 2018 Jun 2019 & Monthiy Performance indicators Dec 2018 Jun 2019
R il Rl % growth

Total assets 2 893.436 3.147,063 = Sialms rate’ 81 55 8

OF wiich Commission rato’ 3s 3s

Toml irnvesnents 2,781.454 s3 Management expenses rato’ 10.6 =
Gowermment bonds 202 087 &3 indidunl iIapse Ao~ 1.3 Tas
Comorate bonds 242 916 -2 Indivwdual contraciual term ination <. £ L |
Egquity 488453 3s indl Woual exgpry” 1.6 20
Investment funas 1482399 &4 Surrenders” =4 &2
Sructured notes 40 860 145 Surrenders (In-force policies ) o o4
Colist=ralised securiies 15,345 oS individual lapse afo (In-force policies) 5 )
Cash and deposits 158277 ES
Momgages and loans 72589 4.4 Solvency and capital
Propesty TS0 o7 SCR cover raflo (Median = 19

Total reifnsurancs fecowerabies) (paysbie) 11 73IT -1 3 MC R cowver ratio (MWMedsan) a3 az

Demtasves 4435 232

Cwner ocoupled PropeTty TAa2e = SCR risk components

Other s sets TAR 2B 45 150%

£ o=

Total liabilities 2,830,646 2,776,545 &5 Tr I M

OF werich i O

Gross technical provwsions. ZAT4 2542 2512653 5.6

Basic own funds ae2.591 270,508 22

Engitie own funds o meet SCR 345523 IS0 2aT 1.8

Elgipie pwn Tunds o meet MCR 321,749 325,708 12

Profitability

Gross prem luem 134 362 132.7TSC -1.2

Reing urance 2.261 3995 o9

Net premiums 130401 12874 -1.3 5“._;. - b

Netclaims paid 105426 124 606 171

nvesthant incomer (loss S99 43 122 1550

Management expenses 13,855 12,52 5.6

Commission paia (recehed) 4 SE5 4 BET Ea

Other e rSes 3061 693 =

Net profit before @ax and divdends 12.878 12,116 -“12.7

Crther Expressed as 3 perceviage of net writhen DresTium auring the period

Number of policies at the end of penod 48 €11.048 42 4TT 116 1.8 Y Expressed as @ peyrertage of She nurmiteer OF new Dolicies [ssued curing She Dersod.

Num ber of schemes at he end of perod €0.188 2D .BE4 34 4 December 20T Oures were resiated a5 @ resul! of 3 reCiassifNcadon of Some Insurers
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Industry Overview: Selected Data

inNnsuran
Balance shest *Dec 2018 Jun 2019 & Monthly Performance indicators Dec 2018 Jun 2019
Rl R ml % growth
Total assets 7268 T.275 o.3 Clalms rago’ 36 B1.1
OF weich Management expenses rata’ e.0 220
Tobkai Imestiments 52322 £.282 1.2
Total refnsurance recoveraties! (payabie )’ ~&1 EE) 3382 Solvency and capital
Cument assets 1,934 743 =11.4 SC R cover ratio (Median) 1.5 1.6
MC R cover rato (Median 53 =8
Total habilite s 3,800 3818 0.5
O wiich SCR risk components
Gross echnical provsions 985 £98 &0.5 160%
ACTOUTS payabbe 536 43 0.5
Renzurance deposits % 3 -1E.3 0
1 205,
Basic own funds 2,368 31,368 0.0
Eligitie own funds to meet SCR 3,388 3,356 0.0 120m
Eligibie own funds 1o meet MCR 3,355 3 & 0.0 80%
Profitability S0
Gross premium 1,678 i1.418 =02 0%
Rensurance TET TCR -10.0
MNet prem iums TE1 708 -10.5 s
Natclaims paid 740 s74 -22.5
INVESTRENT IRCOM & 3 137 221 = 7
o
“anagement espenses ™ 152 119.1 o
Other expenses E2a =35 -143.8 "
MNetprofit befors tax and divdenas 204 93 -S4 .4 x
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Industry Overview: Selected Data

Non-Life insurance: Pnmary in

BEalance sheet *"Dec 2018 Jun 2019 & Monthiy Performance ndicators Dec 2018 Jun 2019
R il R"mil o growth

Total assets 149 882 162 809 1.9 Citaim s raso’ L

O i ich. Management expenses rato’ - 5.4

Total InMvestments 105 389 4.1 Commizsion razo’ 6.8 s.1
SOVEITIMENT Danos 20,112 -8 3 Compined raso 6.8 SE.1
Corpora¥® bonds 23 610 IS5 48 TS Underneriting oroftlioss ) ratio - 2.0
Equity 15 582 15, 544 55 Undereriting and Invwestment come ratio” 7.1 143
nvesTTent funds 11,295 2302 E =
Structhsred NotEs 453 18.6 Soblvency and capital
Coilaseralised securiies 16 E= SCR cower ratto | Megiarn) 8 1.7
Cash and cepos s 27238 TO MC R cover ratio (hMMedian r
Morgages and ioans 2135 1o
Progerny 162 ass7 SCR risk components

Tota reinsurance necoverabies! (Dayabie 17823 e

=

Dearvatves
Owarner oCCupled properny
Other as sets

Total liabilitie s 85087 ar.oss 23
O w ety
Gross e chnica Drovsions &1 2

ACCOUNTS Dy Die |
Fayables (ade, ot insurance) 323

Basic own funds 4. 785 5.885 A

Ellgible own funds o meet SCR E3.433 S2. 487 17

EHgIDH own Tunds to mee == =5 7TS S1.188 4

Profitability =%
Gross writen ooemiun 9. 40T 28783 13 —aa
Reinsurance 3 ./568 B 9569 T2

Met prerm T 19,739 20.814 =

Netearned Dremium 19233 20.328 57

FTve S TTLENT INCorT e IEE 2284 S24.5

MNe:claim s paid 12,083 13 228 S5

Management S EeEnSes s s5a4 6. 122 T T

COMMES SION Daia) (recehwed) 1.337 1,067 -20.6

U ghe Mwrinng Dronios s § 1. 008 S18 -3B89 " Expressed as a percerrage o et wrifters Srermd o cortng She periodt

Unge MaTiting and Imees oment imoomm e 1.373 2.899 1911 T Clains - COMIMISSIoNn - SXDeTIIeT a5 & DErceniDge Of et wrTEer DrerrirTL

st ofont Defone max ana dliidenas Sa3 2913 Zoe 3 " Expressed as 3 DETCenfage o Net earmed DrermiLeT QUTID D Deriod

Decsmoeyr J0T0 FoUres weTe MESIaed S5 O ST OF 3 OIS anon O SoeTe SN
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Industry Overview: Selected Data

Reinsurers

Balance sheet *Dec 2018 Jun 2019 & Monthiy Performance indicators Dec 2018 Jun 2019
Rl R mnil % growth
Total assets 7.279 8. 87TE -4.1 Clalms ratio =z 40.0
OF w1 o Commission ratio’ iTA 40.1
Tol investments 3,895 3691 -5.2 Management expenses rato’ 106 101
Total reinsurance recoverables’ ipayabie) 2458 Z2.102 14.4 Compbined ratio” 458 0.2
Underantng profitiiozs  rasa” * 1155 -38
Total liabilities 8731 E.4z2a -4 Underaning and imeestment iIncome ratio 1315 T2
O wihi iCh
Sross technical provsions 3,357 3251 -32 Solvency and capital
ACCOUmS payable 487 330 322 SCR cower ratio (Median) 1.6 1.6
Reinsurance deposits 1,725 1,764 20 MC R cover rafo (Median 4.5 4.5
Basic own funds 1,648 1.6684 ca SCR risk components
Eligitie own %unds o meet SCA 1,548 1.554 cs 1480%
Eligibie own funds o meet MCR 1,528 1.537 o=
12D%
Profitabilit
¥ - 1D0%
Sross prermum 1,545 2018 R
Reinsurance 987 1 2 S0%
MNetpremiums 562 G865
Neteamed premiums 353 340 S
NS T-ENt Come E5 106
apss
MNetclaims paid a a2 s
Lanagement expenses &0 [4-3 20
Commission paidl (recetved 209 275 ERp
Omer expeanses 3 -0 -1133 o
i - ui = o o™ s ol X e
Underwnting orofiiess) 403 =13 -1023 ?b,,_.-.‘ . - e -_r o g ¥
| L > = g
Underwnting and investment iIncome acs 93 1 b e a o & ot g o
MNetprofit before tax and didends 481 23 =788 ™ " i il
w _F,\ﬂ"'
T
" -\m
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Industry Overview: Selected Data

Balance sheet *Dec 2018 Jun 2019 6 Monthiy Performance indicators Dec 2018 Dec 2018 Jun 2019 Jun 2019
R rrel R'mal % growth Lite g NonHife 7 Kon-its (%9
Total assets 35614 62 Cialmez rats’ & ] 358
Tom investrents 2 z1263 80 vmnagement Emenses razc’ 2
ToMN MEiNTUrANCE MECDWErahes R TES2 -l 4 Commission ratc’ Ly
Cument azsets STHE2 g8lLt Ta Combined rabc” 243 -
Ungeraring prottiloss ) rato 30 3 1187
Total liabilities 23 648 24388 23 UnEsraTieg ang invesTent income aso” a1s 1183
O witich
Gross techrical Drowsons (Lt 4729 Solvency and capital
Cross Echnical phowsions (Mon-Lfe D452 SCR cower ratic (Median) 5 5 3 13
Rensurance accounts payabie 3,142 AT S cover moo (Medan <0 <0 32 32
Remsurance deposis 2853 2047
SCR risk components
Basic own funds 10288 11,626 121 _
Eighis oam funds Io mest SCR == 1522 123 S
Elighis can funds Ib meetMCR o150 1452 122 Py
ey
Profitability Dec 2018 Jun 2019 Jun 2019 —
Lite Non-HiTe
Gross premium 2560 2 0%
Remsurance 133 |
Net prerm um s 2827 -
Neleamed premiums g7s A0
eI TT et Income 380 a5
Net claims pakd 2420 -1313 2%
Management cxpenses - i —
Commission pakd/ (received 189 a7 =
Ofher expenses 22T 48 a
Undermmang profiioss) 1,284
Undernri@ng and Svestment fRcome 1,285
et profit before tax and divdends 850 &7 27 1243
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Contribution per industry to SA’'s GDP

Agriculture: 2.6

T Mining and Quarrying: 8.3

Manufacturing: 13.9
Personal Services: 5.9

Electricity, Gas and Water: 2.5

Construction: 3.8

Finance, real estate and business
services: 21.7

Trade (Wholesale, Retail, Motor):
151

Transport and Communication: 9.3

15



Hot topics introduced by the FSR Act in SA

The Introduction of the FSR Act introduced transformation of the financial sector and financial
inclusion as some of the hot topics

Meaningful ‘transformation’ of the financial sector should not merely be a question of ownership of
financial firms, but to how the sector supports real economic activity

What services are provided to consumers?
Who owns the firms that manage the assets?
How are the assets in the system put to use?

Who decides how those assets are invested ?
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Thank You
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