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‘ Insurance
Authority

Dear CEO,
Dear CCO,

Greetings,

Reference to the Insurance Authority
roles in supervising and controlling
insurance activities based on Council
of Ministers Resolution No. (85) dated
28\01\1445H, and the Cooperative
Insurance Companies Control Law
issued by Royal Decree No. (M\32)
dated 02/06/1424H, and reference to
Articles (26) and (40) and of the
Implementing Regulation of the
Cooperative Insurance Companies
Control Law.

We Inform you of the following:

1. The Insurance companies shall offer
not less than 30% of each reinsurance
Treaty Program (Quota-Share & Excess
of Loss) and for each reinsurance
Facultative Risk (Quota-Share &
Excess of Loss) in the local
reinsurance market on first right of

refusal basis.

2.Insurance companies must maintain
the documentation showing that the
required reinsurance shares -as per
section (1) above- are offered to the
local reinsurance market. The
records must include the share of the
local reinsurance market in those
risks, or, showing the reasons for
refusal of the local reinsurance
market to participate in those risks.

3.Taking into account section (1) above,
all reinsurance placements have to
exhaust the local market capacity
before placement with a foreign
reinsurer.

4.The Insurance Company shall notify
IA within (20) business days after the
end of each quarter of the
percentage of compliance with
paragraph (1) above, along with the
documents confirming this.

5.The Insurance Company shall comply
with section (1) above until reinsure
30% of its total premium.

6.The company must obtain IA
approval whereby its failure to
comply with section (1) above based
on the expected risks during the
year, within 20 business days from
the end of the second quarter,
explaining the reasons for
non-compliance and supporting
documents.

7.Based on section (2) of Article (40) of
the Implementing Regulation of the
Cooperative Insurance Companies
Control Law, the insurance company
shall retain at least (30%) of its total
insurance premium.

8.Taking into consideration section (2)
of Article (26) of the Implementing
Regulation of the Cooperative
Insurance Companies Control Law,
the reinsurance brokerage shall
maintain documentation showing to
place reinsurance business with
local reinsurance market first, and
the reasons for refusal and
incompleteness.

9.All companies licensed to carry out
reinsurance activities must maintain
records showing reinsurance risks
offered to them. This shall include the
following:

e Reasons of not participation, or
participation at lower shares than
stated in section (1) above.

® Details of the size of the reinsurance
premium that has been reinsured/
retroceded.

10.All companies licensed to carry out
reinsurance activities must update
their reinsurance strategies to reflect
the mechanism stipulated in this
Circular and submit it to IA to obtain
no objection within thirty (30)
business days from the date of this
Circular.

This circular replaces and repeals
circular No. (254) dated 26/10/2022AD.

The provisions of this Circular shall
apply starting from 01/01/2025AD, and
the 1A will monitor all companies'’
compliance with these provisions and
will take all necessary legal measures
against violators.

Kind Regards,

Laws, Regulations, and Policies Department
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