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Subject: Pricing Adequacy Report Instructions

Dear CEO,
Dear CCO,

Greetings,

With reference to Article (53) 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 Company “Company” is required to
submit periodic pricing adequacy reports
“Report” to SAMA, the Company’s Senior
Management, and its Board of Directors.

The Report shall be produced on a quarterly
basis and submitted to SAMA at a frequency
specified in the Schedule of Actuarial
Submissions, issued by SAMA, in respect of each
calendar year.

The Report is required in respect of the Medical
Expense and Motor classes of business of the
Company.

Report

The Company shall prepare and submit the
Report according to the following requirements
at a minimum:
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First: for the purpose of this Report the following
terms shall have the meanings below:

1-

The ‘Technical price’ defined as the price
for a policy determined using the
actuarial basis set by the Appointed
Actuary as applicable at the time of
issuing/renewing the policy; this price
shall be before any adjustments made by
underwriters or other authorized
individuals at the Company.

The ‘Selling price’ defined as the actual
price at which a policy is sold.

Second: the Company shall comply with the
following:

1-

2-

3-

4-

In order to avoid any distortions to the
comparison made. Both the Technical
price and Selling price must include the
same components, including at least the
risk premium, commissions, expenses,
profit margin, and contingency margin,
Effect of any mid-term adjustments due
to endorsements, additions,
subtractions, etc. shall be ignored.

Technical prices generated at the time of
selling the policies must be preserved
and recorded in the Company’s systems
in a reliable manner.

The Company must provide the
Appointed Actuary with all data and
other information required by the
Actuary in order to produce the Report.
Data must be provided in the format
required by the Actuary.

The Appointed Actuary shall state all
data deficiencies observed (if any),
discussions held with the Chief
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5-

6-

7-

a.

Underwriting Officer (or equivalent) to
address those deficiencies, and remedial
actions proposed by the Appointed
Actuary.

Assumptions (if any) used in the Pricing
Adequacy analysis must be clearly
stated in the Report, along with stating
justifications for the assumptions and
methodologies used.

The Appointed Actuary shall quantify the
impact of any deviations from Technical
prices on the Company’s profitability by
stating the following for each segment of
underwritten policies:

a. Expected Loss Ratio based on the
Technical price.

b. Expected Loss Ratio based on the
Selling price.

c. Expected Combined Ratio based on
the Technical price.

d. Expected Combined Ratio based on
the Selling price.

e. Expected Gain or Loss due to
deviation from the Technical price.

In the Report, the Chief Underwriting
Officer (or equivalent) must state the
following:

For any data deficiencies observed by
the Appointed Actuary, a remediation
plan with clear timelines in respect of
each data deficiency.

Confirmation that deviations from the
Technical price, as observed in the
Report, are in line with the
Underwriting  Authority Statement
approved by the Board of Directors.
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c. For each layer of authority
mentioned in the Underwriting
Authority Statement, state the

average and maximum discount
percentages applied in respect of the
policies sold during the period of the
Report.

d. Confirmation that the Board of
Directors has been or will be made
aware of the projected financial
impact of deviations from the
technical price as quantified by the
Appointed Actuary in this Report

8- The granularity of analysis must be
commensurate with the nature of
business written by the Company. At a
minimum, the policies underwritten
shall be segmented as provided in the
MS Excel templates for Motor (Appendix
1) and Medical (Appendix 2).

Submission

e Each Report and the data contained in the
MS Excel template must be signed-off
jointly by the Chief Underwriting Officer (or
equivalent) and the Appointed Actuary.

e A scanned copy of the signed Excel
template must be submitted, together with
the Report and MS Excel template, to
SAMA via RMS.

Moreover, the Company must seek to automate
the production of above reports in order to
minimize the need for manual intervention and,
hence, enhance the reliability of these reports.
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To be informed and complied with.

Kind regards,
General Department of Insurance Control,

Distribution to:
Insurance and reinsurance Companies-
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