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Insurance Supervision Department

Saudi Arabian Monetary Agency
(IISAMA’I)

Investment Regulation (“This Code”)

Part 1: Introduction

(AaDU o38) Lefiuy) AaN

dadiall 15N Sl

Purpose: tuaadl
1. This Code presents the general Sulaall s Al foolidl e AaDU sda Jaads

2. The Obje}C:i‘{: of dTIziis fCf)cle is to Lo Hulaa o 5N padn ) ASDU oda Caags
promote high standards of investment S . ey il e e
practices within the insurance industry Sl B R e
in accordance  with the  best Agallal) o slaal
international practices.

3. Thi; Co}fle must be reacé in Conjunctior} 28 50 oUai ge 42D oda Cilaglel () i o an
with the Law on Supervision o

, : 35l 5 Adanl) aiadY 5 Sl el Sy
Cooperative Insurance Companies and sl A S u'm -
its Implementing Regulations and oy il (e Bkl 5 AV Clalall
other regulations and instructions N0, TV, Vg ey 095 YY) Mgl aal)
issued by SAMA, particularly articles i i

QA A Aad Ll 5l Aad
21, 59, 60, 61, 62, and 65 The Risk S Ao Ay lad Y A
Management Regulation, The Code of A8y el (3 g lS gl Apaplanll AU
Corporate  Governance, and The REEY
Outsourcing Regulation.
Definitions: scaldy )
4. The term “Company” or "Companies" sda 53 ) ) "l RS A 5 )l auadl

principles and standards that should be
met by insurance companies, including
branches of foreign  insurance
companies, and reinsurance companies
licensed by SAMA to manage their
investments.

Lo ol NI el sale) 5 el S i e 2
Opeldll Bale) s il Sl g5 8 Gl 8 Ly
G Aldal Auwsall JE e dad el LY

leiay) cillee Lgin jlae die dgladl (§ gl

used in This Code is intended to .

) , : Lol Bale) S LE il IS s A
include insurance and reinsurance

companies.

The term “investment policy” used in
This Code is intended to include any
written document that governs the
Company’s investment operations and
the methods of managing its

sda A 53l ol "Ry L) Al 3 Ly sy
i ldin) cllen) WSay e gl AU
Sk DR e el A il A5l
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investment portfolio.

The term “investment activities” used
in this code stands for providing
consultation  particularly on the
company's investment policy,
implementing the investment activities
and transactions, managing asset
allocations and custodian activities on
behalf of the company.

The term “investment companies” used
in this code stands for investment
companies licensed by CMA handling
all or part of the insurance and
reinsurance's investment activities.

The term “ALM” used in this code
stands for Asset Liability Management
and is intended to include the ongoing
process of formulating, implementing,
monitoring and revising strategies
related to assets and liabilities in order
to achieve an organization's financial
objectives, given the organization's risk
tolerances and other constraints. The
rest of the terms used in This Code
shall have the same meaning as per
article (1) of the Implementing
Regulation and the terms included in
the other regulations mentioned in

article (3) of This Code.

Scope and Exemptions:

5. This Code applies to insurance and

reinsurance companies.

L)l ddaesa
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Compliance Measures:

6. Companies must establish appropriate
internal controls and procedures to
ensure and monitor compliance with
This Code, including the compliance of
all related counterparties.

7. Companies must maintain adequate
records to demonstrate compliance
with This Code, including but not
limited to the investment policy and
investment agreements.

8. Companies shall adopt an investment
policy that complies with the Law on
Supervision of Cooperative Insurance
Companies, its Implementing
Regulations and all other related
regulations mentioned in article (3)
part 1 of this regulation.

9. Companies should seek SAMA’s
approval of their investment policy and
any material changes that might apply
to it.

10. Companies’ investment policy must be
consistent with their internal risk
management guidelines, business plans
and strategic objectives.

Non-Compliance:

11. Non-compliance with the requirements
set forth in This Code will be deemed a
breach of the Law on Supervision of
Cooperative Insurance Companies and
its Implementing Regulations and
licensing conditions and may subject
companies to enforcement action

12. The company should promptly inform
SAMA of any circumstances that may
restrict their ability to adhere to the
requirements set herein.
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Structure of This Code: dadl <
13. The Investment requirements are S ) (G Aan e L) Sl g
outlined in Parts 2, 3, 4, and 5 of This DU a3 e el 5 ad )5 A
Code:
a) Part 2. Investment  Policy A ) Audl — S8 Gl (i
Requirements.
b) Part 3: Organizational and LAy clllaial) — GBI Gl (¢
Administrative Requirements.
c) Part 4: Technical Requirements. ) clllial - ) G (2
d) Part 5: Compliance and Control s )l bl = Gaalaldl G (o
Requirements.
Part 2: Investment Policy 4 L) A £ AU Gl
Section A: Investment Policy Contents: sy i) A il gina of Juad
14. Companies should submit to SAMA for Angall A8 e o Jemal clSyal e WV E

approval  an

investment  policy

detailing the following;:

sl o agy el L) Leluld Al
) e Ay L) Al

a) Definition of a strategic investment Oo AlaY) dagd ) Al aass (]
policy by the Board of Directors, AL Jhlae sl L) il 5 Y] s
based on an assessment of the risks
. . JAS il 2t A Al Ghlad 65
incurred by the Company and its A o s £ A SHAl 5 e
risk appetite.

b) The role of the Board, investment 3ol L) Aaals s Ay palae He (@
committee and senior management a5 A L) a1 e il i) 8 Ll
in overseeing, and being i

. e Al A gl
accountable for, investment i Al A sl
activities.

c) Comprehensive, accurate and Pty mand Ljes damaay Al Bl (z

flexible systems which allow the
identification, measurement and
assessment of investment risks, and
the aggregation of those risks at
various levels.

2ld anfiy lganily leuldy ldnuyl Hhlas
Adide b sie Je Slalall)
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15.

d) Key control structures, such as the
segregation of duties, approvals,
verifications, and reconciliations.

e) Adequate procedures for the
measurement and assessment of
investment performance.

f) Procedures for adequate and timely
communication of information on
investment activities between all
appropriate levels within the
Company.

g) Procedures to identify and control
the dependence on and
vulnerability of the Company to key
personnel and systems

In addition to article (14), the
investment policy, which should be
communicated to and understood by
all staff involved either directly or
indirectly in the investment activities,
should in principle address the
following main elements:

a) The determination of the strategic
asset allocation, that is, the long-
term asset mix over the main
investment categories.

b) The establishment of limits for the
allocation of assets by geographical
areas, markets, sectors,
counterparties and currencies.

c) Identification of asset classes that
may be managed actively and those
where only passive implementation
is permitted.

d) The extent to which the holding of
some types of assets is ruled out or
restricted where, for example, the
disposal of the asset could be

claal ) o Jeadll e 246500 Gl JSLa (o
ey saiill 5 adal g culddl gl

oY) eIV Gl Al el ja) (—

sdandl g
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difficult due to the illiquidity of the
market or where independent (i.e.,
external) verification of pricing is
not available.

e) Investment performance
measurement by applying bench
mark to each asset class invested.

16. The investment policy shall assign
personnel responsible for
implementing, conducting, monitoring,
controlling and reporting investment
activities. The Company shall make
sure that these personnel are qualified
and experienced.

Section B: Investment Policy
Requirements:

17. SAMA  requires = Companies to
recognize the range of risks that they
face and to assess and manage them
effectively, as outlined in the Risk
Management Regulation.

18. Companies should ensure that their
investment management policies and
risk control systems are appropriate to
the complexity, size and nature of their
business.

19. Companies’ systems need to provide
accurate and timely information on
investment and risk exposures and be
capable of responding to ad-hoc
requests, if mneeded. Companies’
employees responsible of investment
activities should be qualified and
competent to successfully execute the
investment policy.

20. Companies conducting mixed
insurance operations, protection and
savings, in addition to general and
health activities, are required to have

el Aaia o U A0S s 3sudl
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different investment objectives and
strategies appropriate for both classes
of business, as well as different books
for each of them.

(oamall s alall cpdill A Al ¢ s
Legia JS Aliadia Dl ) 48l

21. The investment policy shall segregate Wea dlrine Gu Juaii L) il L WYY
policyholders’ funds from 1 in aealadl % e i s
shareholders” funds since each fund is G o ] o= 5o o
classified by different objectives and by ) s Bias Gaaia S
targets. Each funﬁ will have its o;lvn ol ol 5y Alaa ddaisal duallyy LA s
strategic asset allocation target that N - - .

B " E LAm % . \
reflects each fund's objectives and risk e dw 5 s 8 Bl Lo il
tolerance. The objective of laa (palill 3165 Alos s dles 5 Al (e
policyholders' fund is to ensure § ool 5 b el e S8 58 e
approprlat('e level f)f hqu}dlty and 5 cosatlasall Ggin Alninal Zlls L ccililing
protect policyholder interest in terms of T .
ability to meet liabilities; while the oo S =l 85 glaa (4 Jidh Leie g
objective %f shireholders' fund is lrtlo Ledlaal (3iad Jlea s A€l Alend S culidlaid)
ensure the usiness meets the

) Al Grealuddl (e Baaaall Aadl il
minimum level of capital requirement o L G oe o el
and ensure the business is achieving its AS Al Jaal) Aot e (39 530
strategic targets set by the shareholders
and is aligned with the business plan of
the Company.

22. The investment policy should foster ales)) e ac i Jokaay) due e WYY

transparency and coordination among
the Company’s departments regarding
investment issues such as reporting
liquidity and operating matters.

Part 3: Organizational & Administrative

Requirements

Section A: Responsibility and Authorities:

General Requirements: dale cilullaia
23. The Company should disclose et cloghedl e pladyl iS58 e WYY

qualitative information on investment
objectives, policies and practices that
allows  regulators to form an
impression of the broad risk and return
behavior of its asset portfolio. Such
disclosure should include:

dac) e Lewl, 48,80 @)Y o Gl
AY) Cllaall 5 A gl (e ol

)y bl s b

reilbadlall g il giaal) 1 Juad
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24.

25.

a) General investment strategy and
objectives including an explanation
of the rationale for asset allocation,
investment horizon and asset-
liability management.

Performance management
including an explanation of the
frequency and types of
measurement used and methods
adopted to monitor performance.

c) Types of instruments used, business
rationale and risks underlying their
usage.

The approach to risk tolerance and
methods used to reduce and/or
mitigate investment risks, including
any constraints imposed on
exposures to investment risks.

which decide not to
directly manage the investment
operations should outsource their
investment functions to external
investment manager(s) licensed by its
supervisory bodies. Companies should
describe their outsourcing policy and
maintain control, ownership, and
oversight over the outsourced portfolio
by following a preset delegation
matrix.

Companies

Companies should understand and
enforce the role of specialists involved
in the structure and management of the
investment policy. The determination
of collaboration between the actuary
and the outsourced investment
manager should be defined where the
actuary is responsible for the following:

Racaie JLind Aelad)l Cilaall g Bagd ) (|
B0y Sl s Jpal) sl ihidl Cad
casadll s Jpal)

B ol )l s Ta ;_m..a.m BV 50 (g_|
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26.

e)

Modeling asset and liability match.
Liability profile and claim behavior.

Modeling business plan and cash
flow.

Testing the impact of volatility and
fluctuation.

Assessing risk and risk budget.

Whereas the investment manager should
be responsible for:

a)

Integrating the actuary's models to
the objective of the investment

policy.

Providing data to allow decisions to

be  reached  efficiently  and
accurately.
Providing market views and

recommendations.

Implementing the investment policy
within  investment  guidelines
provided by Investment Committee
and approved by the Company's
Board of Directors.

Providing  full  analysis  of
investment performance, risk and
return dimensions on a regular
basis.

The Company through its investment
committee

and management team

should establish technical standards for
its investment activities approved by
the Board of Directors.

Board's Responsibilities:

27. The Board of Directors

shall be

RE LI RE R NPT ROy
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28.

29.

30.

responsible for the approval of the
investment policy, taking into account
the analysis of the asset/liability
relationship, the Company’s overall
risk tolerance, its long-term risk-return
requirements, its liquidity
requirements and its solvency position.

The Board of Directors shall also be
responsible for approving policies on
related issues of a more operational
nature, including:

a) The criteria for selection of the
external investment manager(s).

The selection and use of partners
and brokers.

The nature of custodial

arrangements.

The methodology and frequency of
the performance and investment
risk measurement and analysis.

The Board of Directors should
authorize the investment committee
and the senior management to
formulate the investment policy,
review it and implement the overall
investment activities. The Board of
Directors must, however, always retain

ultimate  responsibility =~ for  the
Company’s investment policy and
procedures, regardless of the extent to
which  associated  activities and

functions are delegated or outsourced.

As part of the development of the asset
management strategy, the Board of
Directors must also ensure that
adequate reporting and internal control
systems of the Company are in place,
and designed to monitor that assets are
being managed in accordance with the
investment policy, and legal and

o A Jdas V) o 1as] dy Laa)
Jead e 48,8 5,08 Gl o guadll s Jpal!
Ja¥ Al clllidly le s hlad
Aol cllliag lal )l Shalaadl ddlaid)

AL A8 3 8 g

el dagplall e 4 ol 5 laYl (udae Jon
ey 8 Lo

U I PR LW ) L [ U R PO |
- okaiiY) 309 Leal) JsS el
slanll g lSLa il (o
o Al 5 &y L]

Al b

il Al CLEE) 5 3 giall dxpha (7

hliay Sad) oY) o fe il meie (2
NLeglilaiy e

A8 (S laiind) At s oY) Gudae (a0
ielaay daeY AU cladiall L 5 Jay1,
Loy leinal joy Al Lyl Al
A fise Yo BN Gadaa (sSsy cladisis
A, o L) el sl s clubi e ik
gy Al pmiss oe Jhill ak

sl ) Wdiad 5 dalad)

Ldle ol il g e oS 30y Gudae e
Lecae 4S80 Al 6D, oEd slacy
dulis e JsaYl 553 Llee G5 e Ul
bl dpglall bl cl; )
3 A i dae) dlee e sa el
oo S PA el Gl ey o J ]

YA

¥4

12



Saudi Arabian Monetary Agency

Insurance Supervision Department

gl (o pad) a8l A e
Crpalil) 281 503

31.

32.

regulatory requirements. This should
be done by ensuring that:

a) They receive quarterly information,
including feedback from the
Company’s  risk  management
function, on asset exposures, and
the associated risks. Data should be
in a form which is understood by
them and which permits them to
make an informed judgment as to
the level of risk on a mark-to-
market basis.

The systems provide accurate and
timely information on asset risk
exposure and are capable of
generating ad-hoc requests.

¢) Remuneration policies are
structured to avoid potential
incentives for unauthorized risk
taking.

The Board of Directors must ensure
that senior management is in a position
to monitor the performance of the
external investment manager(s) against
Board  approved  policies and
procedures.

The Board of Directors should review
on an annual base the adequacy of its
overall investment policy in the light of

the Company’s activities, and its
overall risk tolerance, long-term risk-
return requirements, and solvency
position.

Investment Committee Responsibilities:

33

. The investment committee shall
develop and assess the implementation
of the Investment policy. It shall be
reviewed and approved yearly by the
Board of Directors before its

:‘5'.3‘)1\
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34

35.

36.

implementation and shall not be
amended or wupdated without the
approval of the Board of Directors.

. The investment committee should be
formed, upon the Board of Directors'
approval, of independent and
dependent members and should
collectively have sufficient expertise to
understand the important issues
related to investment policy. The
committee should also ensure that all
individuals conducting and monitoring
investment activities have sufficient
levels of knowledge and experience.

The investment committee shall
formulate the investment policy and
review the implementation of the
investment activities on a quarterly
basis. These activities includes but are
not limited to:

a) Reviewing the performance of each
asset class.

b)

Monitoring the overall risks of the
policy.

c) Submitting a performance review
report to the Board of Directors.

Investment committee and senior
management should prepare a written
investment policy including risk limits
and  delegated  authority,  and
recommend any changes for approval
by the Board of Directors. All risk
limits and exposures in the investment
activities should be reviewed on a
regular basis in order to verify their
suitability =~ for  current  market
conditions and the Company’s overall
risk tolerance.
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Executives Responsibilities:

37

38.

. The Company’s senior management
must implement the investment policy
and its operational policies and
procedures for implementing the
overall investment policy established
by the investment committee and
approved by the Board of Directors.
The precise content of the policy will be
different for each insurance Company
but the level of detail should be
consistent with the nature of any
regulatory constraint, and complexity
and volume of investment activity.

Supporting  internal management
procedures should be documented,
they should include but not be
restricted to:

a) Procedures for seeking approval for

the wusage of new types of
investment  instruments. The
desirability = of retaining the

flexibility to utilize new investment
instruments should be balanced
with the need to identify the risks
inherent in them and ensure that
they will be subject to adequate
controls before approval is given for
their acquisition. The principles for
measuring such risk, and the
methods of accounting for the new
investments should be clarified in
detail prior to approval being given
for their acquisition.

Procedures for the selection and
approval of new counterparties and
investment managers.

c) Procedures covering front office,
back office, measurement of
compliance with quantitative limits,

(L) 5y il giua

A dan AS,A) 4 LD sy e
Al Al e jaY) s clubd) 5 4 L]
L) diad e saral) daladl 4 Leiin) Al
o sinall nallyy 3oy Galaa (e Ll (38 sal
A oudli 3858 e Caliay S8 Aulpud) 22l
gl ae 38 o Gany Jaadll 5 s oY)
oY) Ll asay sl (5 ey dnallall

salsall Ajdalall A laY) el aY) Bi8
O AiY) pealiall el aY) sl e o e
lale Loy

gl datnd o 48 sl el ) gz (]
Gaiad agy .l @il e B
b Al e Blaad) b e ) gw o) 51
Aalall Guy o Ay il gl alasi
Oadas L Alalidl hladl  aaan
S AEON v SR QR R RTINS
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sl 5 aila el Jslm ) el aY)
oy Al Guls oo sdl

Gl el galy Jal GEsl il g

Q‘;\).;‘\

A%

YA

15



Saudi Arabian Monetary Agency

Insurance Supervision Department

gl (o pad) a8l A e
Crpalil) 281 503

39.

40.

control and reporting.

Details of the action which will be
taken by senior management in
cases of noncompliance.

for risk

e)

Valuation procedures
management purposes.

Senior management should ensure that
all individuals conducting, monitoring
and controlling investment activities
are suitably qualified and have
appropriate levels of knowledge and
experience.

At least once per year, senior
management should review the
adequacy of its written operational
procedures and allocated resources in
the light of the insurance Company’s
activities and market conditions.

Section B: Delegation and Outsourcing:

41

42.

. Companies outsourcing their
investment functions to external
investment manager(s) should describe
their outsourcing policy and maintain
control, ownership, and oversight over
the outsourced portfolio by following a
preset delegation matrix.

The Company can assign one or more
external investment manager to be
responsible for its investment activities.
The investment manager shall:

a) Oversee all investment transactions
conducted on Dbehalf of the
Company.

b) Analyze the market and provide an
assessment of the investment
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43

44.

45.

46.

climate.
. Investment managers should be
engaged under an  investment

agreement that, inter alia, sets out the
policies, procedures and quantitative
limits of the investment policy. The
Company must retain appropriate
expertise and ensure that, under the
terms of the agreement, it regularly
receives sufficient information to
evaluate the compliance of the external
investment = manager  with  the
investment policy.

The investment manager shall
objectively  ensure the solidity and
safety of the Company's investment
position during the implementation of
the investment policy by:

a) Designing a plan to control and
limit losses specially for securities
trading particularly.

Abiding by the legal capital
restrictions and profit transferring
requirements of foreign countries in
case of investments in those
countries.

c) Setting detailed monitoring and
control policies as well as reporting
processes.

Once the Company has allocated the
external investment manager(s), it shall
make sure that a signed outsourcing
agreement with the external entity(s) is
submitted to SAMA for approval.

The outsourcing agreement shall be
reviewed by  the  Investment
Committee, Risk Management

Committee, Executive Committee, and
Audit Committee and approved by the

A iy o) €Al i) iy
—e oAl Lsd Gila (I = et A il
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47.

Board of Directors.

The agreement with the external
investment manager(s) shall ensure at
minimum that:

a) The external entity is professional
and reputable and licensed by the
Capital Market Authority. In case a
foreign entity is engaged in part of
the investment activities of an
insurance company, the company
should assure the foreign entity is
licensed by the supervisory
regulatory body.

The agreement specifies the
objectives and responsibilities of
each party.

c) The agreement specifies the risk
management agreement between
the contracting parties.

The legal status of the external
entity is clear, the financial position
is sane and standards of
professionalism are high.

e) The agreement explicitly mentions
the commission payments and
service benefits of the external
entity.

Section C: Reporting:

D) Sy pe ) i) ey o cang
(JY) e aul aliall

Lige I ) lana) clSs o< ol (0

Bl L (o diad jay Lis drany dille

al IS 58 e daladll 5 Jla by Al

oo S Gy i L) Lellee any

Ui 4gal (e dad je IS ,ED o2
gl e cal iy s A e

Al e g Ca e JS Calaal sl sasy
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48. The Company should develop and da) el s bdsa gy A e JEA
implement con'trol's and repor.tl'ng s L L) Leaad Fnly
procedures for its investment policies
that are appropriate for its business lelee dnpb ae el jaYls Ll pall oda i
and the risks to which it is exposed. Tadie oy clgd G 3 ) LA g
These should be monitored closely and A :

. .L})}J M}A\)A} Sl
reviewed regularly.

49. Regular and timely reports of > PRNCE PRE P PR PRV R VS R ¢ €9
investment  activity  should  be )

produced describing the Company’s

U Caa gl Jlim A8 Al (g jlanay) Ll
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50.

exposure in clearly understandable
terms and including quantitative and
qualitative  information. = Upward
reporting by senior management to
Investment Committee should at least
be performed on a monthly basis.
Reports should at least include the
following areas:

Beie Gy paly bl bl as,al
g o el 5 e s A5 daeS Sl she
el (8 saal s B e i) Al ) s 8
WY Jealsll sl gecn oy oJBY e

:u—"j TJA

a) Details of, and commentary on, Pl ol blal cldyes dealss (0
investment activity in the period 5l Ales b am sl 5 5l
and the relevant period end
position.

b) Details of positions by asset type. )5 ca Ao se B gl Jualds (o

c) An analysis of risk exposures.

Details of any regulatory or internal
limits breached in the period and
the actions taken thereto.

Planned future activity.

f) Details of the relative position of
assets and liabilities.

The Company should establish various
reporting streams internally and to
stakeholders generating information of
its investment and asset allocations,
and to be disclosed as listed hereunder:

a) For each asset class, the Company
should disclose the following:

— Criteria for recognition as an
asset.

— Criteria for classification into that
asset class.

— Methods and assumptions used
in measuring asset value.

— Significant terms and conditions
that may affect the amount,

cJ sy

halaall (g el el Jalas

Galy J Lehn o Gl e daals (o
el ya¥ly 5 el PlA Adlaall Cua jan
el 3aand)

Jabial) L) Bzl (s
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timing and certainty of future
cash flows.

b) For each asset class that involves

equities/ securities, the Company
should show a breakdown of listed
securities versus unlisted securities,

[ o) Jsa) gl sl (e g s IS0 Ay (o
JoALA e i (R 3,50
daad A @Y deaily mag

the  investment amount at Jaes dasull e W @50
purchasing the securities and their el Lgiads A0 3,8 8 iyl
market value, their percentage )

representation in the portfolio, their
unrealized gain/ loss, and their
geographic basis.

B)M‘/@)}‘JJW&Y‘&S}AL}AW}
e i) il g Ay

c) For asset class that involves Sukuk &b ) Gen Al sl A5l dwally (7
or bond security, the Company clady) AA e clud f dsal
should disclose: -

(Y o

— A breakdown by credit rating of A o o
the issue. MLA.\.N‘ a)\.\.;“ [SE-EXTO- KRR TWEN c.\)}d\ -
<l
- A breakdown among Sl
government, semi-government ads dsesSal Al G ow sl -

and corporate securities.

— A breakdown by maturity, yield
or write-downs if any.

d) For each asset class that involves

)

property, the Company should

disclose reports showing:

— A breakdown by properties
according to whether they are

oSl A Gy sy 5 A sSal)

laliad 5 ey GEainY) e a5l -

G ) el

G ) Jseal) Sl e 48 S Ay (5
Dl plady) AS,a) e eclShiad
) a5

el dalie culsl 31 g SHaa) Caen o 55 —

held for investment or are owner alidl
occupied. ; L\ eqct I o
p I oS ) clShied) gl a3 -
- A brefa\kdown by types .of (s
properties  (e.g.,  residential,

commercial, etc.).

— A breakdown by geographical
location.

For each asset class that involves
dividends or funds receivables, the
Company should disclose:

— A breakdown by
counterparties (e.g.,

types of

reinsurer,

P U5 EN P S PN NEWENY P ey

S Cliniie el Jpal 28 JS) dually (—»
oo gladyl A, e cny tie S L)

:‘5331\
tie) AR < Gl LY e s e a5l -
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51.

52.

53.

cedent, agent/ broker, etc.).

— A breakdown of the ageing of the
receivables aggregated by time
bands (It is recommended the
following time bands be used: up
to 3 months; more than 3 months
and up to 1 year; and more than
1 year. Narrower time bands
may be used where appropriate).

The Company should disclose
historical cost of its assets, and the
measure of market value and fair value
of each type of investment asset.

(. das /S S el s0le) g

n Gmene Cliniad a8 e gsl -
Ae ) clidad) dadinly oas) el @l
B i ¢ sed D e ST o) send A 1A
el ey iU olasind (e s A (e ST
(LDl &l S e

led sy Apiy Ul AWK ALy ASLE e
e g IS Adall Al 5 48 gl el uld
A ) J ) gl 5

The Company should disclose the Jsadl e wilall e cladyl aoa) e .00
return on assets, dividends, yields
. : ’ . ' diiaal 5 jlual) |y ) s paanl
realized gain and loss, investment ] 2 vj c_'ulf R ?
expense and any other type of income ¥ Ge Al g s gl Sl iy an
that is generated from each type of el ) ¢! o £ 5 S e Aaill
asset investment.
In an annual reporting, the Company sl a8 8 o of 4,80 e ocay LOY
should not limit itself to stating only its . s
. 5 8 Algy B ol sle A il OV
exposures at the end of a reporting H e S sl IS ol
period. Instead, it should disclose the el (el Jaaall Go IS5 ¢ o)
i?ltra-period Ib'ligh, ;nedi(ain, alrclid;ow and & s il g 5l DA (misid) 5 Ja gidll
the amount bought and so uring a T . " .
| pige o jliely all 3y L dxug o)
reporting period as a proxy for U PR )'ULS, o ";J e
turnover. In addition, it should have Sle e e Dbl (Gl 35
separate disclosure of risk exposures eVl e dladie 3 gy (RESH o AS LA
for each asset class. D] sy 258 UK LAl o yal
Companies should submit to SAMA on 6 st S5 A pall 2385 (f SN e aay OY

a yearly basis some special reports
describing the following:

a) Statement of investments and Lo gl Jaall s ) gly (|
income of investments.

b) Assets in various funds Gsin Alaisg) A leia Ahise S Jsal (o
(shareholders and policyholders' (o) 35 Alea 5 Cpaalisal
funds).

c) Value of various funds (cost of

iadl g L) A_dS.‘) ibine K dad (C
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investment, and market value).

(A 5o

d) Dividends, yields and any gain or diag) 3 )lud o oy gly ) 5 panaall (o
loss. (realized or unrealized) for the sl o3 e (dae e
period.

e) Asset allocated from exited ol vie JpaY) paas (—
investment.

f) Statement of nonperforming assets. ABad) e J el Ul (5

g) Admissible and non admissible Lo zsandl 5 Lo 7 sandl Jsal (5
assets.

h) The Company's investments future Ll Jlaind 5 4S80 Jaal Aliindl i) (-
outlook and objectives. Aeilea s g

i) Any effects expected to impact the Se S oS o sl e il o (&
value of the investment ) 6l
performance.

SAMA may require the Company to
submit supplementary statements and
reports on top of the above listed
requirements at any time.

Part 4: Technical Requirements

W) ol ol S Aage A58 N
S sdle Adlal s Gl )
iy gl ey el 5 Shall bl

A48 eltiaial sal ) il

Section A: Technical Constraints: PAAl Al o) Juad

54. It is prohibited to invest in derivatives, Ssie 5 Amdd) Al cl V) b L) gay 0%
option contracts, hedge funds, deposits _

Al Al Adlag oy g daganll Lia 5 <l LAl
with foreign banks, private equity sill ol s Doy 2ol Gy <l "
investments and any off-balance sheet Jsaall s dalall dSlal 8 & jLdiud) 5 dpnal)
instrument and should not be part of 35) AS,AD A jee b Aapde e )L b
the Company’s asset allocation, unless - : )
specifically approved by SAMA and G s s T 2 ° (3l & ]
based  on  efficient  portfolio ) AU e (1Y) alall L5 4S50 J gl
management justifications as per o 4_,1_,5 Aadas a2 e 1 J b 513 )
Article  sixty-two  (62) of  the 3,30 e i e 2l ey
. 42380 O

Implementing Regulations. < I

55. The Company should conduct on a ehoals @i wy JShys 4,8 A of ey .00

quarterly basis various testing and
valuation analysis methods in order to
analyze resilience of the asset portfolio
to a range of market scenarios and

(s siue Jalal Caagy o681l 5 LoaY) Clilee Jlas
Ged Ja DA e Jsa¥l daiae g e
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56.

57.

58.

investment conditions, and the impact
on the Company’s solvency position.
The policy should then include models
of stress testing, scenario testing and
sensitivity analysis to measure the
fluctuation and volatility of changes in
economical figures, security prices etc,
and to be elevated to the investment
committee.

e A HAl il g el il lena) ok
e a) Gay ey e s dle s Al 3Dl Cua
iai bl 5 Jasall @ jlaal i dae)
bl Ggiwe didady gl Y VL
Shad 5 dpalai) i) QAT (s g ekl

i) Lall g g Al 3N

2

Sukuk in general is considered a type e M e e O oale S d&al w01
of investments allowed for the ;

. K \y LA_’ - 1 Seee y‘ 25 B . w\ L 1 Sear Y\
Company to allocate, with no conflict et Al S A A
with table (1) of the Implementing Ladall AU e (V) By dstd) e Gl ey
Regulation and equivalent to bonds, g ey oy fo el A 4y
where the maximum limit of allocating )

A HE (w3 jadd & Sall ganall Aol

Sukuk that are issued by local el e '
companies in which the Government (T0Y +) (o B i Ant Ao sSal) Lgd i Alas
(sovereign) has a significant ownership A&all 3Nl ials Gpst My . acdl Jaa
is 20%, and the solvency margin is ; ,

. Al Gl y A | daa Aol 4y gl
equivalent to the Government's Tl ) o Rl S
participation in capital.

The investment policy should include Aels 23l L) dubudl s IR
efficient models to measure potential
Lial Ball el Al 8 Al s

financial loss in the Company's S e @ SR
investment portfolio or on the whole Gl dbdae 4 dldaa) Al 3 lad)
balance sheet. The policy should O s A W S a) Al 8 S as )
include an estimate of the worst o - )

, , A dadgie 5led Tl | e Al eoan
expected loss over a certain period of Pl s 5 Fd IR
time at a given confidence level to B Ga e siae o Sl (e Baraa 3 8
enable sustainability and stability of Juel g i Gdsd 8 sacluall
the business of the Company. A8,
The investment policy shall contain il o ALy dulud) (s g O ans oA

forms to provide sufficient information
about each asset class which may
include but may not be limited to:

a) Criteria for classification into an
asset class.

Asset valuation methods.

c) Important factors that might play a
role in the amount and certainty of

3 A Jea¥l e &8 8 e Clagles il
Hlale L@y 50 Adll) Ll ecat

sl &8 ) Gl e (f

Jsa¥) dad aaad 3ok (@

o S 5 gise 2223 8 ) Al Jd sl (2
B K e daild) dgldiad) das s
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future cash flows generated by each ) i e
asset class.

Section B: Asset Liability Management sagadll g J o) 3130 s Jucd
"ALM":

59. The investment policy shall monitor On deelsdl e dlnay) Al Jes .09

the Company’s asset-liability matching . <
. . . . W P e A8 4 padl) gl
in its following two dimensions: e g o e 5 d

a) Solvency dimension, where the AL oo il sy paladl sl (]
Company ensures an excess of » e Jpd) ded 3y e st

assets over its liabilities by a
. . . Ll ) laaal Ll syl
required amount relative to the size o2 g by sthadl sl Lol 3

of the Company as market variables Gl O pie el 8 Jaal (A,
and credit risks fluctuate. o) i il

b) Liquidity dimension, where the oo Sl ALE) e il paldl 2 (@

Company ensures the availability of Lol L ola gl 480 Al 2 ) sall a5
enough funds to meet its financial i g« L
obligations as they fall due. h R

60. The investment policy shall include £ AES Clagles L)) bl et LT

quahtatl.ve information explaining t}’:e Ll 5 e A8, i Sl (50
appropriateness of the Company’s
investments in matching its liabilities.

61. The fundamental steps in an ALM sl 503 Lleal Lkl cdglaall Jin .10
rocess are to: o . .

a) Set the Company’s risk/ return el /OBl Lals e A58 ilaal yass (]
oll)jfectives and assess policyholder el g Al ilUan gy
claims.

b) Identify all material risks arising o A A e el bl ses 33 (@
from the Company’s assets and Jiat U Al tlee semd 53S0 g

liabilities and their interaction; L L UG ) ol
analyze and assess the underlying By ks i A

causes of each risk and the Ao Al Jal gl 5 HhalAL o
relationships between risks and
external factors.

c) Apply business and professional Al Je Jedly el SSal Gl (-
judgment to the results in order to Ol 52y il ciladl ) delyal
formulate and implement optimal Gl Gl oyl b, apadld
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62.

63.

64.

ALM  strategies and  meet

risk/return objectives.

d) Monitor risk exposures and revise
ALM strategies and modeling
assumptions as appropriate.

L)/ hlaal

zsad dae) g asadll g Jsall 5l clag) i
~ll )

The Company should examine all risks Al ) ) aes Aol AS5A) e Y
requiring the coordination of its assets W s L ) . oL
. qegs J ¢ ) )
and liabilities. The ones that are M B easats Lo u'u Gt
significant in terms of their potential Ge Aaledl Dhlaal Jili o gadll s Jpad) 5 )
impact on economic value should be o3 ey clgied o daisall Wil 4l
covered by an ALM framework. These . ‘.
. . . e A J AdSE ]l
may include, in whole or in part: G e S RSB e B
a) Market Risk: il Jhlia (I
s) Interest rate risk (including DA diacsic ) sl Slenls ddlidll hlad) -
variations in market credit ( Gl & L) dad DAY | Sk )
spreads). )
_ Gl il s agu) Aedy dileid sl -
¢) Equity, real estate and p .
other asset value risks. A J sl
) Currency risk. Aleally Al il
<) Related credit risk. QYL Aalaial) il -
b) Underwriting Risk. LAESY) Sl (o
c) Liquidity Risk. Al Hblas (2
In setting limits for particular types of L e eyl b ol o a8 e oA
risk, the Company should consider its .

! ag die &l Bl Jast 3 28
solvency position and its risk tolerance. 2 gy e el b e LS_UMJ;
Limits should be set after careful asaal) 238 iay s ¢l (e e gl g
corclisideration of Corpocliateh obljgctivlczs Led s ka5 4S50 Calaal wa Ledayy ey slie¥) &
and circumstances, and should take ¢
‘ 3 ) é}' oW o . \ . ;m\ ucy\ P \y\
into account the projected outcomes of s letiad el gl el 2 2l o
scenarios run using a range of plausible el dleal) Clal J8Y) e Gl aladiuly
future business assumptions. LA giaall
The requirements set out in this section =8 e Gl 1 8 daia sl i) ke LUE

apply to both general insurance class
and protection and savings insurance
class. Companies should understand
the risks they are exposed to and
develop ALM policies to manage them

Gl i gy aally Al i
hlad) o ) @l e Gy LAY
EJ\A}I &’"_Lml.:\.u c.b} o cL@J Uy 28 uﬂ\
Agdady llaal eda 3 Y asadlly Jsad)

25



Saudi Arabian Monetary Agency gl (o pad) a8l A e

Crpalil) 281 503

Insurance Supervision Department

effectively.  They should apply AL Gl Guls clSHal e Gy
techniques appropriate for the nature . . ) bl
of their business, the risks they ks Gl ey lelee R

undertake and local market conditions.
Every Company should have an
appropriate mechanism for ALM
management and include it in the
investment policy.

Part 5: Compliance & Control

A Ll 05 of 48,8 UK e s L laall (s
& Al 038 2 ) pe aseadldl s a5 )Y
A A jldnay) )

Ll ) clatbatal) £ pualdd) ol

Requirements
Section A: Controlling, Monitoring and . T R
Tl g Angliall g 44ld ) ;)
Measurement: el s daialy S0 <) Jat
65. Companies must ensure having in Aad el ja) il g e SH) 4,80 e cay 0
place effective procedures  for [ L — U
. S . Al Lkl s L) sulad
controlling, monitoring and managing ledsmals 2 ] e N Gy
their investment activities and asset el aY) AaBle e 2Ly cled o) 5 Lginiag
positions, and' assure those. proFed.u.res O A8 AN (G ga s Leilatiia s S ) il s
are appr(?prlate to th.el.r hablh'ty, A, iy 2l 55 Al
product mix, solvency position and risk
profiles.
66. The Company should be capable of RV P T ERRC I BCT LW\ IO PSRRI |
identifying, monitoring, measuring, ¢ ,
. . . L ) alac) L8 ¢ Lgiaalia {EWA|
reporting and controlling the risks lldy D2l Saels Leulds Leindtay b
within their asset liability management. A, 50y U A dllhy Lgle AN Gal
Lgasad s el sad
67. The process of monitoring and oinay) ahidll ddlie 4S50 e g LY

controlling the investment activities
should be performed as follow:
a) Monitoring compliance with the
approved investment policy.

W) P e lle 650 Gulss

Badieal) 4yl dulpdly o) 5N Aalia

b) Formally noting and promptly ) el A ) Lew Y (o
reporting breaches. J s el

c) Reviewing asset risk management Jsa¥l daleiadl  hlaal 5503 deal e (¢
activity and results over the past Al 5 g DA Leaiti g
period.

d) Reviewing the asset/liability and Ciges  pypadl/Jsal) gy dxale (3
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liquidity position.

68. Adequate systems of internal control
must be present to ensure that
investment activities are properly
supervised and that transactions have
been entered into, only in accordance
with the Company’s approved policies
and procedures. Internal control
procedures should be documented. The
extent and nature of internal controls
adopted by each Company will be
different, but procedures to be
considered should include:

a) Reconciliations between front office
and back office financial and
accounting systems.

b) Procedures to ensure that any
restrictions on the power of all
parties to enter into any particular
asset transaction are observed. This
will require close and regular
communication with those
responsible for compliance, legal
and documentation issues in the
Company.

c) Procedures to ensure all parties to
the asset transaction agree with the
terms of the deal. Procedures for
promptly sending, receiving and
matching confirmations should be
independent of the front office
function.

d) Procedures to ensure that formal
documentation is completed

promptly.

e) Procedures to ensure reconciliation
of positions reported by external
investment manager(s).

Al g

Olaal lala)l 45 Aadle sl alag o
gy Aadle A4y ylay Ay i) Al 48
g Gl Al sda 8 A ldiu) e
Ghiss sadead Lol als A, cilub
Lyl U caliag s Aulla) A0 el a)
At of ¥ gAY A5 e leaaday A

Oailhsall Apuladl s Al Al AL (§
Led Geld e ssde (s
PPAEQR O T I SN g

e Ay she 258 () Al e Glaal el )
@ B dsal LY e dadla
138 bl g o pa¥l dald saaae Dl
o kil Gis Juall o) a) Y
NG Alad Jled e ol s
AS ) 6 Al Bl 5 3850

@Iy Gl LY pes A8 ge lacal Clel a) (2

AEEY) o e Jead) il adll

Jaal daliadl clel Y oS o s

3 ) peay Ledtl 5 e ST 5 Leadlind 5 sl

Ol sianall Galad¥) diday e Aliadia Ay )5
i) Al (ki e 55

eV Bl JleSiud e 2SED el ja) (o

Ay )85 ) ey

oo eyl & o gl el a) (-
RS PRy
L) (DS ,d) 4S50 Ge Ay ]
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69.

f) Procedures to ensure that positions
are properly settled and reported,
and that late payments or late
receipts are identified.

Procedures to ensure asset
transactions are carried out in
conformity with prevailing market
terms and conditions.

Procedures to ensure that all
authority and dealing limits are not
exceeded and all breaches can be
immediately identified.

i) Procedures to ensure the
independent checking of rates or
prices. The internal control systems
should not solely rely on dealers for
rate/ price information.

The  functions  responsible  for
measuring, monitoring, settling and
controlling asset transactions should be
distinct from the front office functions.
These functions should be adequately
resourced.

Section B: Auditing:

70. Companies should have an audit
function that performs missions
covering all of their investment
activities and  ensuring  timely
identification of internal control
weaknesses and operating system

deficiencies. If the audit is performed
internally it must be independent.
Concerns with regards to investment
activity must be reported to senior
management and the Board of
Directors.

LBatkiall
ALY S Aiped clacal chelyal (s
2l ae Al 3 e Lo (BleYl

Aaad Albd sl cle dad
Al
daleiall cDlaily ALl lecal el a) (5
gla¥ly Lo,dll e Gl Jeall
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Jlan ge el cladial e
LA wreal (5l aaatl) 4l<y)
Uind Gaald 26 ledal el el (&

sl adid Y Cays ¢ landly el
ASpd e Aph b sy Adalal 46 )
Al Gleged) o Jpanll L)

a1/ anally

oo Odshudl palaay) Gl o6& of a8
il ey Lgusds Lenliey Jpally Jaladl
S bl (sl alatll (Wlly g Alaiie
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71. Audit coverage should be provided by Ola e e 3 Aand g dmal el dlee (5 a3 LYY
competent professionals who are G . er R .
. . . M alalial (EGA (T ) sy
knowledgeable of the risks inherent in Jaill 8 o= T O
all assets held. - LD gy Ladind)
72. Auditors should be expected to ADEW) sl ap@ sla) Gmalyall e LYY
evaluate the independence and overall ¢ ,

) , ¢AS il Vs )y el ) dalall Allasl)
effectiveness of the Company’s asset ol dsall 3 s =
management functions. In this regard, Jald aailh ol a) pele ag daal A
they should thoroughly evaluate the Jae)s Lhladl ol daledl Alalal Ly sl
effectiveness of the internal controls :

J ) @i agale Ll Ll
relevant to measuring, reporting and I 20l el iy ety )
limiting  risks.  Auditors  should Aaiall Clasbeal) o aldie¥ls bl asaay
evaluate compliance with risk limits lgias e (s2as B IaY) Lulaas Ll 5 ay1 Y
and the reliability and timeliness of o
) : : gl Cus (e
information  reported to  senior
management and the Board of
Directors.

73. Auditors should also periodically Gle A daal e el gal guealpdl e LYY

review the Company’s asset portfolio
and written investment policies and
procedures to ensure compliance with
the Company’s regulatory obligations
and SAMA requirements.

AGA ) clen) AgSd A L)
) lillie y Aaladl Ciladall
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