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Subject: Follow-up circular - NCD

Dear CEO,
Dear CCO,

Greetings,

With regards to the Central Bank’s “SAMA”
role in supervising the insurance sector in the
Kingdom, and in reference to the objectives of
the Cooperative Insurance Companies Control
Law and its implementing regulation to protect
the policyholders as well as enhancing the
stability of the insurance market. Also, with
reference to SAMA’s circular number (156)
dated 1439/06/27 H, and Circular number
(161) dated 1439/11/06. Which laid down the
rules for determination of ‘No Claim Discount’
(NCD).

We inform you that all Insurance Companies,
and Najm for Insurance Services must comply
with the NCD rules explained in above
mentioned circulars, as well as the following:

1- Maintain a Master NCD record of every
policyholder and named driver as a
primary reference for the deduction
entitlement mechanism for all insured
vehicles.
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2- A Master NCD record shall not be
affected by any temporary reduction
for NCD.

3- The reduction of NCD mechanism shall
be made on the following basis:

3.1In the event of a claim:
) For a policyholder with a single
insured vehicle, the reduction shall

be calculated on a policy year basis.

QO

b) For a policyholder with multiple
insured vehicles, the reduction
shall be calculated on a calendar
year basis.

c) The reduction in NCD shall be made
only once during a year, i.e., policy
year or calendar year as per clauses
(aand b) above, even if the number
of claims exceed one.

d) For the purposes of implementing
the NCD mechanism, the claim is
considered as happening in the
year in which the claim is filed.

3.2 In the event of discontinuation of
the insurance:

a) Where the period during which a
vehicle remains uninsured exceeds
(30) days but is less than (180) days,
Master NCD record shall not be
affected. However, until the vehicle
remains uninsured, all other
vehicles of the policyholder will get
‘nil” NCD.

b) Where the period during which a
vehicle remains uninsured exceeds
(180) days, the NCD for all the
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vehicles shall be canceled for the
current insurance year, and the
Master NCD record shall be reset to
‘nil’.

¢) Ifanindividual who happened to be
policyholder or a named driver on a
policy in the past does not appear
as an insured for a period
exceeding 12 months, the Master
NCD record of the individual shall
be set to ‘nil’.

Accordingly, all companies shall implement
and comply with it as of 21/02/2023.

Kind Regards,
General Department of Insurance Control
Scope:

- Insurance companies.

- Najm for Insurance Services.
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