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Subject: Annual Experience Studies Report Instructions
Dear CEO,
Dear CCO,

Greetings,

These instructions are issued with reference to Article
(61), Article (62) and Article (65) of the Actuarial Work
Rules for Insurance issued by the Governor’s decision
number (441/186) dated 06/07/1441H, wherein the
Appointed Actuary of an Insurance or Reinsurance
Company “Company” is required to carry out annual
Experience Studies Report “Report”.

The report shall be produced by the Company as per
the timetable specified in the Schedule of Actuarial
Submissions, issued by SAMA, in respect of each
calendar year.

Purpose
1. Enable the Company’s management to

understand the extent and drivers of expenses
for each line of business.

2. Enable the Company’s management to
understand the trends in mortality and
morbidity under protection & savings business,
both individual and group segments.
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3. Enable the Company’s management to
understand the level and drivers of persistency
for individual protection & savings business.

4. Derive expense, mortality, morbidity and
persistency assumptions for the purpose of
actuarial reserve calculations.

Report
The Report shall be prepared and comprise the

following sections, at a minimum:

First: Expense Study:

1.

Data: The data shall cover general insurance,
health insurance, short term protection and
savings products. This shall include, at a minimum,
the following:

a) Detailed description of the data used, including
the source(s) of data, data validation
performed, and any limitations of the data.

b) Data excluded from the analysis, if any, along
with its justification.

¢) Reconciliation checks performed, and plans for
remediation where differences are observed (if

any).

Methodology & Assumptions, This shall cover the
following:

a) Analysis of Premium Deficiency Reserve (PDR).

b) Analysis of Unallocated Loss Adjustment
Expenses (ULAE).

c) Analysis of first year and renewal expenses for
individual’s protection & savings business.

All assumptions and methodologies, including
those used for allocating expenses to each line of
business, shall be described in detail. The Report
shall also state justifications for the assumptions
and methodologies used. The expense analysis shall
be carried out at a sufficient level of granularity.
The analysis performed shall draw on the latest
experience of the Company and Ileading
professional practices (such as activity-based cost
analysis).
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3. Results and Recommendations, This shall include,
at a minimum, the following:

a) Expense ratios derived for the purpose of
Premium Deficiency Reserve calculations for
each line of business.

b) Expense ratios derived for the purpose of
Unallocated Loss Adjustment Expense Reserve
calculations for each line of business.

c) Expense ratios derived for the purpose of
individual’s protection & savings’ reserve
calculations.

Second: Persistency Study:

The Report shall separately consider all material
individual long-term protection and savings products
written by the Company, and shall comprise the
following sections, at a minimum:

1. Data The data shall cover individual protection &
savings business for a minimum of five years or
since the time the Company started selling the
protection & savings portfolio (if less).This shall
include, at a minimum, the following:

a) Detailed description of the data used, including the
source(s) of data, data validation performed and
any limitations of the data.

b) Data excluded from the analysis, if any, along with
its justification.

c) Reconciliation checks performed, and plans for
remediation where differences are observed (if

any).

2. Methodology & Assumptions. This shall cover the

following at @ minimum:

a) Approach to calculating risk Exposure.

b) Description of Lapse event.

c) Treatment of Waiver of Premium (WOP)
claims.

d) Treatment of over-due premiumes.

e) Any simplifications used along with their
justification.

f) Treatment of policies cancelled during the
Free-Look Period.

g) Treatment of policy options, including but not
limited to, partial surrenders, policy loans,
paid-up option, premium decrements.
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3. Results and Recommendations. This shall

include, at a minimum, the following:

a) Result of the study conducted.

b) Clear recommendations based on the study.

c) Detailed rationale supporting  the
recommendations.

The results shall be shown separately for each category
mentioned in the Template provided by SAMA.

Third: Mortality & Morbidity Study:

The Report shall comprise the following sections, at a
minimum:

1. Data This shall include, at a minimum, the
following:

a) Detailed description of the data used,
including the source(s) of data, data
validation performed and any limitations of
the data.

b) Data excluded from the analysis, if any, along
with its justification.

c) Reconciliation checks performed, and plans
for remediation where differences are
observed (if any).

Third: Mortality & Morbidity Study:
The Report shall comprise the following sections, at a
minimum:

2. Data This shall include, at a minimum, the
following:

a) Detailed description of the data used,
including the source(s) of data, data
validation performed and any limitations of
the data.

b) Data excluded from the analysis, if any, along
with its justification.

c) Reconciliation checks performed, and plans
for remediation where differences are
observed (if any).

3. Results and Recommendations. This shall
include, at a minimum, the following:
a) Result of the study conducted.
b) Clear recommendations based on the study.
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c) Detailed rationale supporting the
recommendations.

Submission

e A duly filled Experience Studies Template
‘attached’, which captures the summary of the
data, methodology and results, shall be
prepared by the Appointed Actuary and be
submitted along with the Report.

e The Report and the Template must be
submitted via RMS.

To be informed and complied with.

Kind Regards,

General Department of Insurance Control
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