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Insurance Surplus Distribution Manual
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Introduction

doddall

This manual outlines the policies and
procedures adopted by Salama Cooperative
Insurance Company for the management of
surplus distribution to policyholders. It aims to
provide operational guidelines for management
and relevant staff. The insurance company and
its board of directors must be fully familiar with
the contents of the policy and ensure its full
implementation in accordance with applicable
regulations.
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Management of Surplus Distribution Operations
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The finance department is centrally responsible
for initiating the surplus distribution process
after obtaining approval from the annual
general assembly on the financial statements
and notifying the relevant departments within
the company to perform their assigned roles as
stipulated in this manual.
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Distribution of the Manual

Jut anygs

1- This manual must be provided to senior
management, the finance department,
relevant staff in the finance and accounting
department, the actuarial department, the
IT department, the internal audit
department, the compliance department,
the sales department, and the customer
care department.
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2-

This manual contains  confidential
information. Heads of relevant
departments are responsible  for

safeguarding the copies provided to them.
Access to this manual is permitted only in
accordance with the company's
confidentiality policy.
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No part of this manual's contents may be
shared with anyone outside the
organization or with other parties without
the approval of the compliance and
governance departments, except for
regulatory authorities, legal advisors,
external auditors, or persons who must be
informed by law or agreements.
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Review and Update of the Manual

JW Coudy daxlye
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This manual represents the standard policy
document issued by the insurance regulator
for the distribution of surplus to
policyholders.  These policies  and
procedures must be reviewed periodically
to keep up with changes in applicable laws
and regulations.
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Amendments and updates must be
presented as updated policies and
procedures. The new policies and
procedures must indicate that they

override previous versions. The department
responsible for drafting this manual is
responsible for maintaining both old and
new versions, indicating changes and the
reasons for them.
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References

2zl

1- Implementing regulations of the
Cooperative Insurance Companies Control
Law issued by the insurance regulator.
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2- Surplus distribution policy issued by the
insurance regulator.
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Effective Date of the Manual
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This manual becomes effective as of 01/01/2025.
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Approval of the Manual
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Any amendments to this manual must be
approved by the board of directors.
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Responsibilities
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1. Financial Department

RN

A) Initiates the surplus distribution process
after obtaining approval from the general
assembly on the annual financial statements
and notifying relevant departments within
the company.
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B) Monitors the surplus distribution process
with the external auditor before distribution
begins.
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C) Deposits surplus amounts in a separate bank
account fromthe company’s other accounts.
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D) Maintains appropriate records to
demonstrate compliance with this manual
and the surplus distribution policy.
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2. Actuarial Department
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A) Performs the necessary calculations to
estimate the surplus based on financial and
statistical data.
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B) Collaborates with other departments to
ensure the accuracy of surplus-related
calculations.
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C) Reviews the standards used in surplus
calculations to ensure compliance with
regulatory requirements.
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3. Internal Audit Department
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A) Ensures compliance with the surplus
distribution policy issued by the insurance
regulator.
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B) Submits detailed reports on the status of
surplus distribution to the audit committee.
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C) Reports any potential policy violations
contained in this manual to the audit
committee and provides a copy of the report
to the compliance department.
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4. Sales Department
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A) Ensures the accuracy and updating of
contact information for all policyholders to
facilitate reporting and communication.
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B} Collaborates with the IT department to
ensure effective integration of customer
data into reporting systems.
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A) Ensures the presence of an appropriate
technical system and information support to
create a transparent system for calculating
the surplus, subject to audit and compliance.

B) Notifies policyholders about the surplus || wll (=Wl aig olae @by el B! (<

distribution and the distribution method
through SMS, email, or official letters within
15 working days from the date of general

Wly dmadl Jludt IS 0 aigdll dsylog
ps2 (15) UM &lidg duansy bl of 390V
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assembly approval of the annual financial
statements.

C) Notifies policyholders who are not entitled
to the surplus.
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D) Ensures that the customer database is
updated and linked to reporting systems.

O el Dhaial Jgad duds ool pdg (2
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E) Provides technical tools that facilitate
customer inquiries about their entitlements.

6. Compliance Department H alANI Bl .6

A) Ensures the surplus distribution is carried || > bl Cldes (256 aoig e ST (1

out according to regulations, policies, and
issued guidelines, and informs regulatory
authorities of violations recorded in the
internal auditor's report if not addressed.
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B) Coordinates with regulatory authorities to

obtain approval for the surplus distribution.
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7. Customer Care Department

eMaalb doladi 8yls) .7

A) Handles customer inquiries related to
surplus entitlements and provides necessary
support to policyholders to understand the
surplus distribution mechanism.

Blasuwl daleiall sHea)l Shludiwl Judiae (i
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B) Enhances awareness of the surplus policy
through various communication channels.
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C) Collaborates with other departments to
ensure accurate information on eligible
policies is available.

Cloglan 18163 Olad (53 ChisYl ae ol (z
Al gall 35690 Jg> dado

D) Follows up on customer complaints and

Sy g las Olasdg laall (598 Al (o

ensures they are addressed promptly and Jladg o
effectively.
Policies and Procedures Slely> Py Olewbrandt

Basis for Surplus Distribution - Definition

yadll — (SN ayign) gulud)

According to Article (70), paragraph (2e) of the
Implementing Regulations of the Cooperative
Insurance Companies Control Law issued by
Royal Decree No. (M/32) dated 2/6/1424H,
“The net surplus shall be distributed by either
distributing 10% of it directly to policyholders
or by reducing their premiums for the following
year, while 90% is transferred to the
shareholders’ income statement.”
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The company must obtain prior written
approval from the insurance regulator for the
surplus distribution.
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The realized surplus pertains to the current
period (January to December), meaning that
only premiums contributing to the earnings of
that financial year are subject to surplus
distribution. These premiums do not
necessarily equal the total premiums
underwritten in that year. For example, policies
underwritten in a previous period do not
provide total premiums but earned premiums.
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Inwards reinsurance premiums are not eligible
for surplus distribution. The basis for surplus
calculation must be the gross earned premiums
after deducting inwards reinsurance premiums.
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A) Calculation of Earned Premiums

dpeiSall el Leludl Clus (1

A list of all individual policies contributing to
earned premiums during the financial year
related to the distribution must be prepared.
The list must include:

Ol (3 3,8l Flgl arezm deSlS Slac] Cem
Aall Ol A Al s LuaSell blusdl

e Customer ID
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¢ Policy number

el dadg @3 @

¢ Endorsement certificates

Gl Cilolgi e

¢ Policyholder’s name as in the policy

nalidl Aadg 3 LS ) (yagall ol @

e Line of business bladi ggs o
= Coverage period Audasill 548 e
* Issue date oY Fyls o

» Gross earned premiums
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e Unearned premiums

deudSall e cpalid! Joludl o

¢ Total claims incurred

BASaall Cldal! Jloz! o

e Claims under settlement

Dgaill o dUanl o

e Eligibility type

adadl ggi o

e |nvoice/debit/credit note number

I 48 635 /ol 48 8 /,571Al1 o3 @

This list ensures that no policy or earned
premium within the financial year is omitted.

IS CciSo i of A2 g ST OF Aa3lall 02 (yaisd
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For each individual policy in the list above, the
gross earned premiums for the current period
equal the gross written premiums in the
current period plus the change in unearned
premium reserves for those policies. The list
also includes policies underwritten in a
previous year with unearned premium reserves

at the beginning of the year.
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B) Calculation of Gross Claims Incurred

8ASCl! AdlexV ldlad! Ol (o

For each individual policy, the gross claims
incurred in the current period equal the gross
claims paid in the current period plus the
outstanding claims during the current period
plus the share of other reserves during the
current period (e.g., IBNR, URR) related to
individual policies.
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Other reserves for each individual policy are
calculated as follows:

LS 21358 el A9 S 631 clibolimdl e
e

e Other reserves x (Individual gross earned
premiums + Total gross earned premiums after
excluding inwards reinsurance premiums)
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C) Surplus Eligibility

oW Qs (z

For each individual policy, the ratio of gross
claims incurred to gross earned premiums must
be calculated. Policies with a ratio of 70% or
higher must be excluded.

G Gl o 28 el dBS9 N Al
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Individual policies exceeding the specified
percentage (e.g., 70%) must be excluded from
surplus distribution calculations without being
combined with policies of other lines of
business under the same client. However, if a
client purchases multiple policies to cover
similar risks within the same line of business, all
such policies should be combined to determine
surplus eligibility.

Lz el 35 (01 200,201 el 09 Slmiis]
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All policies canceled during the current period
must be excluded.

IO a3lal] @5 @t el 3389 auear Slasiul
Al 54

Fronting policies, where the company acts as
the insurer but transfers all risks to a reinsurer
for a commission, must be excluded. Any policy
with retained risks of 4% or less of the sum
insured is considered a fronting policy.
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Policies whose holders are not entitled to a
share of the surplus must be excluded.

loleld 3w Y @ ol 35 Slaginl

The resulting list after exclusions contains all
policies eligible for surplus distribution for the
current period.
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D) Surplus Distribution Mechanism Per Policy

|
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All policies identified as ineligible must be
excluded from the surplus distribution. The
total gross earned premiums of eligible policies
after deducting inwards reinsurance premiums
serve as the basis for surplus distribution.

dasaadl pe caeldll
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The share of surplus for each eligible policy is
based on its “contribution,” calculated as:

wu«ab _9L§Jua:l.o.l|444:>g__hm>|‘o»
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e Gross earned premiums minus gross claims
incurred

Szl (a8l deiSall el bludl Jlez] o
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The surplus share for each eligible policy is then
determined as follows:

e (o Aasians (el dadg 5 dia Lo ol ol
(b WS psall

= Contribution of the eligible policy x Total
surplus + Total contribution of all eligible
policies

ol Gl Jlozrd x daiall A55)1 danluwo @
dntiell 3369 auod Llazl dadluall

If a client holds multiple participating policies, a
summary statement of the total entitlement
must be prepared, listing the entitlements from
each policy.
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E) Payment

|
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The surplus is paid by credit note for offsetting
future premiums or via direct bank transfer to
the policyholder.

Ll.aly ‘Mazj Jadl (3 oplo dudy o=l C_‘!.) R
S0 aluye s 4“3.7- g_,\?}«:\y (oo ddudiunedl
el A& Jol> ) lne

Policyholders may choose payment via bank
transfer or request a rebate on renewal
amounts due.
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The dlient’s surplus share is subject to the
settlement of all due premiums, regardless of
the year of inception.

oz Dgud I BB po deeddl da> giasS
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If the policyholder chooses to receive the
surplus via bank transfer, the amount must be
transferred within 5 working days from
notification.

of oW g bl Badgl el b1 U 3
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Any surplus unclaimed for over 5 years is
written back to the income statement. If the
client claims the amount after 5 years, it is paid
and deducted from the income statement. The
company must maintain records of outstanding
surplus for 10 years. After 10 vyears, the
company must seek regulatory approval for
handling outstanding amounts in the income
statement.
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F) Policyholder Notification and Distribution

Period
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The company must notify policyholders of the
surplus distribution and the company’s
distribution method via SMS, email, or official
letters within 15 business days of the general
assembly’s approval of the financial
statements.
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The surplus must be distributed within 6
months of the general assembly’s approval.
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The company may donate the surplus amount
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to licensed charities if it obtains the || dads Jel> e QUS 03] e clia> 13] dsasyall
policyholder’s written consent. el
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