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Pillar III Reporting: Avoiding the Pitfalls

Insurers face considerable challenges complying with Solvency II’s Pillar III. In this paper, 
Brian Heale assesses both tactical and strategic approaches for addressing the Pillar III 
requirements, and proposes a hybrid approach that both satisfies immediate needs and 
can grow into a strategic solution over time.

Introduction

At the heart of Solvency II is the requirement for insurers to provide regulators with detailed 
reports that demonstrate capital adequacy, risk appetite and risk management practices. A key 
component of Solvency II’s Pillar III reporting is the quantitative reporting templates (QRTs). 
These comprise a series of 69 prescriptive templates, relating to both solo and group reporting 
which capture details such as the insurer’s capital position, high level financials, assets, liabilities, 
revenue/expenses, business analysis, claims experience and reinsurance. The number of reporting 
templates has been increasing with each EIOPA and local regulator update, and together they 
require literally thousands of data items and a high degree of granularity (e.g. the technical 
provisions and asset templates).  

Whilst some of the data required for the QRTs will already exist, particularly data from existing 
finance systems, much of it will be new, such as the asset transaction data and look-through 
requirements for the Asset QRT templates.  In order to produce the necessary reports, insurers 
will need to aggregate and consolidate data from myriad internal systems as well as some 
external sources. Some of the required data may even have to be input manually because it only 
exists inside people’s heads. 

The situation is further complicated by the fact that certain data from solo and business unit 
operations must be consolidated up to group level. Each solo will typically have their own unique 
systems, technologies and governance processes. There won’t be a common data (or metadata) 
model. Furthermore, the data requirements of group and solo will differ.

In practice the extraction, management and aggregation of large amounts of analytical data 
act as the foundation of QRT reporting. It should also be noted that the Own Risk Solvency 
Assessment (ORSA) process requires different data and capital calculations but should be 
considered an integral part of the reporting process and technology solution selected. The 
benefits that insurers derive from their Solvency II (SII) programs will depend largely on how 
good these processes are for generating granular risk and capital metrics. 
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Deferral of Pillar III Projects

According to a recent survey conducted by Moody’s Analytics1, EIOPA’s decision to defer the full 
Solvency II implementation date to January 2016 has had an impact on the preparation efforts across 
firms of all sizes and countries. In particular, preparations regarding Pillar III have been affected, 
with 29% of respondents indicating a slower pace of Solvency II implementation since the deferral 
announcement. Moreover, many insurers in our survey sample indicated that they face progress 
constraints because Solvency II-related budgets have been frozen due to uncertainty about the final 
regulation and timetable.

We also found that many insurers have focused their attention and efforts on the quantitative 
measurement of capital under Pillar I and the risk management requirements of Pillar II. Consequently 
they have deferred the implementation of Pillar III reporting. Indeed, 56% of firms in our survey sample 
had not fully addressed the disclosure and transparency requirements under Pillar III. 

The following table illustrates the progress on Pillar III across a range of insurers with Tier 1 being the largest insurers 
and Tier 5 being the smallest.

Pillar III Progress by Tier
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Solvency II: A Field or Missed Opportunities? Moody’s Analytics 2013 SII Survey

Rather than adopting a more strategic approach that encompasses the planning and implementation 
of all the three Pillars simultaneously, it appears that many insurers are only now, in the final stage of 
their Solvency II projects, beginning to plan and implement Pillar III. This is surprising, because, in our 
view, the work required to satisfy the quantitative and qualitative aspects of Pillar III are considerable. 
In particular, we think that the short time frames and comprehensive level of data that insurers must 
disclose pose significant operational challenges.

Our survey indicates that insurers are adopting one of two basic approaches to tackling Pillar III: one is 
tactical and the second strategic. We examine each of these approaches in detail below and conclude 
with a third approach that we believe many insurers will find attractive.  

1  Solvency II: A Field of Missed Opportunities? Moody’s Analytics 2013 SII Practitioner Survey



3  SEPTEMBER 2013 PILLAR III REPORTING: AVOIDING THE PITFALLS

MOODY’S ANALYTICS

Approach 1 – Tactical

The tactical approach treats the collation of the data required for Solvency II as essentially a one-off 
event which then needs to be repeated on a regular basis. For this approach to work a huge amount of 
resources will be required to manage spreadsheets, CSV files and manual processes to collect the data, 
aggregate, consolidate and check it, load to QRT templates and ultimately generate the XBRL files for 
the regulator. These same costly resources involving people, laborious processes and systems have to be 
deployed again and again at each and every reporting cycle thereafter.  

The diagram below highlights a typical tactical process:
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The key points to note here are first, collecting all the data is a fairly piecemeal process which employs 
a variety of extraction methods. Second, the process is manually intensive from collecting the data 
through to aggregating, checking and loading it into QRT Templates. Integrating with the Solvency 
Financial Condition Report (SFCR) and the Regular Supervisory Report (RSR) and ORSA processes can be 
problematic.

There are some vendor solutions on the market that enable insurers to load aggregated and quality-
checked data into pre-built QRT templates that in turn generate the XBRL files for the regulator. While 
these can be useful in terms of the QRT structures and XBRL tagging, they do not typically address all 
the underlying data quality issues, or the consolidations required, nor do they help to automate the 
collation process. These can be regarded as quick-fix solutions which produce needed reports, but do 
not produce all the data collation and consolidation required by the overall process.

The adoption of such a tactical solution has a number of significant drawbacks, and although it can 
certainly be a way forward for very small insurers whose legal entity structures and product range is 
quite simple, larger insurers might only find this option viable in the short term.
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The following table illustrates the main pros and cons of the tactical approach.

Tactical Approach - Pros and Cons

Category Pros Cons

Approach  » Primarily a manual based 
approach which is typically used 
for dry runs or as a quick fix. 

 » Only viable as a long-term 
solution for the smallest insurers.

 » Adequate for the short-term needs, but may lead to a 
complete Pillar III rebuild if the tactical solution is not 
flexible or scalable enough.

Implementation 
process (1)

 » Quick to implement due 
the manual orientation and 
compromises made. 

 » Essentially a “throw-away” approach as the collated 
data is just used once and then only stored in the  
QRT templates. 

 » The data is not available for wider usage and analysis – 
(e.g. International Financial Reporting Standards (IFRS) 
integration, Pillar I calculations) leading to potential 
inconsistencies across the different pillars.

 » No historic comparisons are possible e.g. for different 
versions of the QRTs and to support the Variance 
Analysis templates.

 » Automation is needed to meet ever smaller “close” cycles. 

Implementation 
process (2)

 » Given the continual delays 
implementing Solvency II 
some insurers may see this as 
a viable interim step until the 
regulations are finalized.

 » The whole approach is essentially based on manual 
processing with limited technological support – 
fine for small insurers. For medium/large insurers 
(particularly those with group/solo structures) this 
should be seen as an interim step as ultimately they 
will need to automate the processes, quality checks 
and approvals. 

Implementation 
costs

 » Implementation costs are 
low in the short term as 
very little investment in new 
systems and automated 
processes is required.

 » Extracting and transforming the data is piecemeal and 
there may be auditing/lineage issues in tracing back  
to source.

 » Data quality and validation remain key issues.

 » No central repository to store analytical data.

Data &  
Process (1)

 » Facilitates a dry-run type 
approach that allows insurers to 
understand the data and process 
requirements before committing 
to a more strategic solution.

 » The insurer may have to devote dedicated resources 
to keeping the QRT templates updated in line with 
changing regulation and the XBRL tagging – some 
vendor strategic solutions provide this automatically.

Data &  
Process (2)

 » Manual data processing and 
quality checks mean that no 
investment in data quality, audit 
and security tools are necessary.

 » There are little or no automated data quality processes 
and there is an over reliance on manual implemented 
checks – this may cause issues with regulators in 
relation to data quality standards Additionally the 
high level of manual work may impact on the timing 
of the close cycle potentially delaying submission and  
regulatory expectation. 

 » Reconciling data from multiple source system (e.g. 
finance and policy administration systems) presents 
challenges.

 » There are typically audit, security and control issues, 
with intensive manual processes both from a regulatory 
and internal auditor perspective. These may prove to be 
problematic to meet and importantly to demonstrate 
to the regulator that they are in place.

Reporting  » Driven by manual processes 
so very flexible.

 » Physically collating , validating and reconciling all 
the data required should not be underestimated.
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Approach 2 – Strategic

Perhaps the only positive aspect of the delay in implementing Solvency II is that it gives insurers extra 
time to think through their processes more thoroughly and implement a more durable solution to their 
Pillar III reporting needs. The key to a more strategic approach is to automate the reporting process 
as much as possible while at the same time automating the analytical data collection and quality 
processes. In order to do this, three important pieces of technology are required:

1.  Data extract, transform and load (ETL) tools that automate the data extraction and collection process.

2.  A centralized data repository to store all the analytical data required and make it available to the 
enterprise for multiple purposes.

3. A reporting and XBRL generation workflow capability for regulatory and management reporting. 

The diagram below highlights how these elements combine to support a typical strategic SII  
reporting process:
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The key points to note with this approach are:

1.  The role of the centralized repository is to be the single source of truth, provide reporting and analytical 
capabilities, and store, audit, reconcile and track data back to source systems with full lineage. 

 2.  By storing all the data in a relational repository it is possible to provide various historic snapshots of 
the data for comparison and reporting purposes.

3.  ETL tools automate a significant percentage of the data extraction and loading into the repository. 
However it should be noted that there will always be an element of data that has to be input 
manually (such as operational risk data, capital tiering information etc.) or by spreadsheet or CSV 
files which is typically the case with output from actuarial engines.

4.  Workflow technologies are either embedded in the central repository or provided by a dedicated 
workflow engine that can automate, control and monitor the reporting/close process and provide 
email alerts and warnings if the process is running late.
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5.  Critical data quality checks can be undertaken in both the ETL process and the repository. For 
analytical data the best practice typically sees the data quality checks executed in the repository. 

The following table illustrates some pros and cons related to the strategic approach.

Strategic Approach - Pros and Cons

Category Pros Cons

Approach  » A strategic approach is based on a centralized 
repository which acts as a single source of truth 
for all analytical data the business needs.

 » Can be easily extended to additional analytical 
reporting beyond the confines of SII reporting 
and other reporting regimes – e.g. IFRS.

 » Provides richer business Intelligence supported 
by more granular data.

 » There are significant costs and 
resources required to build an 
effective analytical data repository, 
however these can be partially 
mitigated if a phased implementation 
approach is taken.

Implementation 
Timeline & Costs

 » Typically an enterprise deployment project 
connecting all entities and participants to 
a centralized repository and automated 
processes.

 » Significant costs and resources 
required over a longer timeline to 
create an effective analytical data 
repository, but this can be offset to 
a degree by the business benefits 
generated. 

Data & Process (1)  » Data can be re-used for multiple purposes: 
management and regulatory reporting, KPIs, 
dashboards, Pillar I calculations, exposure 
monitoring etc.*

 » Both data extraction and reporting process can 
be highly automated.

 » Time and effort has to be spent 
building the ETL routines and defining 
the reporting processes for the 
workflow. 

 » There will always be an element of 
manual processing required.

 » Spreadsheets have to be catered for.

Data & Process (2)  » Data can be automatically tracked and audited 
for both regulatory  and internal audit purpose.

 » Historic snapshots of data can be generated for 
comparative purposes and variance analysis.

 » None. This is very difficult to achieve 
and demonstrate in a manual 
environment. 

Data quality  » Built-in data quality checks can improve the 
quality of the raw data to meet both business 
and SII requirements. 

 » Ongoing data quality processes can also be 
automated to a degree.

 » Expertise may be required to validate 
and interpret the execution of some 
data quality checks and techniques. 

Reporting  » Reporting engines can be readily interfaced 
to the repository via online analytical 
programming (OLAP) cubes to generate 
regulatory and management reports with drill-
through capabilities.

 » Time and effort must be expended 
on developing the OLAP cubes, but 
once done, reporting can be highly 
automated with multiple levels of 
drill through.

*  For example, input data for actuarial models can be leveraged in the repository and reused for SCR calculations and if data is stored in 
sufficient  level of granularity it can be utilized for investment and exposure limits monitoring.
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Is there a way to combine both approaches?

The polarized tactical and strategic approaches to producing SII Pillar III reports can be effectively 
bridged by a third possible approach, which we term the Hybrid Approach. This approach initially 
implements the tactical requirements but is based on a longer-term strategic solution. This might 
seem paradoxical at first glance, but it can work, and it can yield real benefits. For example, insurers 
can achieve their immediate tactical requirements such as QRT dry runs, process dry runs, and testing 
data quality, but within the framework of a strategic solution. This can be gradually expanded over time 
to support other reporting elements such as ORSA. Thus insurers can gradually build up the solution 
as regulations and processes become better defined and focus on automation to reduce close times. 
Crucially, this approach also helps to reduce initial costs and the impact on scarce resources.

The hybrid approach involves using components of the technology in the strategic approach to satisfy 
the immediate business requirements. This may suit some insurers particularly given the uncertainty 
around Solvency II and the emerging business requirements.

An example of this approach might be to utilize the technology to support a QRT dry run, and then, as 
budget and resources become available, to implement the full strategic solution. For a first deliverable 
such as this, rapid implementation should be possible in around 60 days. The full solution would 
ultimately provide greater automation, audit and security controls, data quality checks and validations, 
and greater reporting functionality. It also enables work undertaken to be reused and helps to familiarize 
personnel with the processes prior to full implementation.

Adopting this approach might mean a number of initial compromises, which we describe below, but 
these can be resolved as the project progresses.

1.  All the data sources and inputs may initially not be fully identified and automated. This means there 
will be a significant number of manual inputs and file downloads. Eventually, however, the data 
sources will become better understood and gradually automated.

2.  While the underlying repository may only initially hold the  minimum data required for SII reporting, 
over time it can be extended to much wider usage, ultimately into a fully integrated risk and finance 
repository moving beyond SII.

3.  Limited data quality may be acceptable in the short term, enabling the reporting process to be tested 
and embedded in the business. Over time the reporting processes can become better defined and 
automated and data quality can be gradually improved.

4.  While lineage and auditability are crucial in the longer term, particularly as part of the organization’s 
risk management practices, compromises and manual perspectives may be adequate at the initial 
stages. Again as the project progresses, greater lineage with full audit trails can be added.

In essence this Hybrid Approach advocates a phasing in of modular, interoperable technology and 
functionality over an extended time. This, we believe, will be preferred by many insurers as it will 
enable them to undertake dry runs, test their processes and obtain clarity on the regulations before 
committing to a full strategic build. This may be the ideal solution for those insurers who wish to spread 
implementation costs and resources, and gradually build out the solution as their needs grow.
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Conclusions

To conclude we summarize below the key points of the three approaches:

Approach Points

The Tactical Approach advocates a piecemeal methodology 
to collating data that is predominantly manually oriented 
and essentially throwaway. It is generally quick and cheap to 
implement but lacks essential controls and the possibility of 
re-use. Probably only suited to insurers adopting a minimal 
compliance approach or as a quick fix.

 » Quick-fix 

 » Cheap to implement

 » Manually Intensive 

 » Not reusable

 » May cause compliance issues 

 » Difficult to audit and track

 » Does not address data quality issues 

 » Good for dry-runs of QRT process

The Strategic Approach is at the opposite end of the spectrum 
and advocates a robust solution based on a centralized reposi-
tory and associated data quality and workflow tools. This stra-
tegic approach provides a long term platform for analytical data 
and reporting and a significant commitment  to implement . 

 » Robust, scalable solution 

 » Automated processes

 » Central repository for analytical data

 » Improves data quality

 » Extend beyond Solvency II reporting 

 » Major implementation project 

 » Meets audit and security requirements 

The Third Way effectively utilizes a modular technology 
approach in a tactical, phased manner to meet immediate 
needs but within the context of a strategic framework. It allows 
insurers to start with basic functionality and add capabilities 
over time to meet both internal and regulatory requirements. 
This means scarce resources and costs can be carefully balanced 
against changing requirements

 » Hybrid approach – tactical 
implementation on a strategic platform

 » Phased implementation and costs

 » Quick to initially install (60 days in some 
cases for first deliverable)

 » Grow as requirements emerge

 » Gradually improve data quality 

Today insurers are taking either a tactical or strategic approach to their Pillar III and ORSA reporting 
projects.  We believe that insurers adopting the tactical approach should consider adopting the hybrid 
approach, discussed above, now. For insurers who are already going down the strategic road we 
encourage them to continue on that path as this is the best way to support risk and capital management 
within the business in the long term.

Moody’s Analytics offers solutions to manage all aspects of Solvency II compliance, including data management 
and reporting. Moody’s Analytics also assists insurers deploy the rapid and bespoke implementation approaches 
referred to in this paper.

For more information on the range of solutions, visit www.moodysanalytics.com/solvency2.
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