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The Statement of Governance Committee Chairman for the Year of 2022

On behalf of my colleagues, members of the Board of Directors, and myself, | present to you the Annual Corporate
Governance Report of GIG for the fiscal year ending 31 December 2022.

In GIG, the Corporate Governance philosophy comes from our belief that efficient, transparent, and impeccable
Corporate Governance is vital for stability, profitability, and desired growth of the business as well as for advancing
investors' confidence and return on investments to the shareholders. The importance of Corporate Governance
has also increased in recent times, owing to ever-growing competition in businesses and regulatory requirements
in each territory in which GIG operates.

Our corporate governance philosophy is based on the following principles:

- Maintain corporate governance standards as per the regulatory requirements, not just of of fulfilling the keen
intention of such regulations;

- Create transparency at the highest level and disclose when in doubt;

- Ensure integrity in distinguishing personal and business resources;

« Establish clear and rightful external communication on strategy and operations;

- Maintain a rational corporate structure solely basis on business needs;

- Create a balance between business and social goals;

« Ensure the fairness and equality treatment to all shareholders;

- Adopt the culture of professional conduct and ethical values among stakeholders;
- Establish effective risk management;

- Maintain the independence of auditors.

In the accomplishment of the above principles, GIG has established a multi-layered process that stems from the
group's culture, policies, values, and ethics; especially for the management and dealing with various stakeholders.
It is also very much committed to continuing scaling up its Corporate Governance standards and generating
value that is not only rewarding to the businesses but remains sustainable in the long-term interests of all
stakeholders. It will remain our responsibility to disclose timely and accurate information regarding our financials
and performance as well as the leadership and governance.

Fargad Abdullah al-Sane

Hereunder is a summary of some policies applied by GIG, which conform with the international practices and applicable
legislations concerned with corporate governance.

10.
11.

12.
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Introduction
Rule 1 : Brief on the structure/ formation of GIG>s Board of Directors

Rule 2 :Brief on the proper identification of the roles and
responsibilities of the Board of Directors and the Executive
Management

Rule 3: Brief on the mechanisms of selecting candidates nominated
for the membership of the Board of Directors and the Executive
Management

Rule 4 : Brief on the verification mechanisms of the soundness and
integrity of financial reports

Rule 5: Brief on the risk management and internal control frameworks
and systems in the Group

Rule 6: Brief on the mechanisms of promoting and enhancing the
culture of code of conduct and ethical values

Rule 7: Brief on the disclosure and transparency mechanisms

Rule 8: Brief on the mechanisms of protecting and respecting
shareholders' rights

Rule 9: Brief on the mechanisms of protecting the stakeholders' rights

Rule 10 : Brief on the training mechanisms and their role in promoting
and improving the performance of the Group

Rule 11: Focus on the concept of social responsibility
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The Group believes that corporate governance is a prerequisite, if not an
invaluable asset, for creating a strong internal control environment that would
support effective business delivery.

The Group strongly believed that an effective corporate governance framework
was essential to the success of its work, as it was important to promote
confidence in it and provided opportunities for comprehensive and sustainable
changes in line with the Group's values.

By embracing these principles and taking them seriously, the Group
continuously seeks to apply high standards, professional practices and world-
class policies that lead to a governance environment that supports the values
of our companies and helps us to realize our vision into reality.

In this sense, our vision is that Gulf Insurance Group should serve as a model
for a regional group in the area of governance and social responsibility at the
Middle East and North Africa levels.

During 2022, the Group maintained its continuity by adhering to the rules on
corporate governance of the Kuwait Capital Markets Authority, which provide a
comprehensive framework for corporate governance.

The Corporate Governance Report is one of the most important platforms for
transparency and communication with the public. Governance is reflected in the
set of rules and procedures for the management and oversight of the Group,

as well as governing the relationships between the governing board , executive
management, shareholders and other stakeholders, as well as the community
responsibility of the Group.

The board has dedicated all their experiences to elevate the group's performance in order to comply
with the shareholders and stakeholders' expectations, we have been abreast with governance
frameworks to ensure the effectiveness of the Board of Directors and their qualification to carry
out their responsibilities towards key issues, as well as encourage and facilitate their positive
contributions, the board has established affiliated committees and assigned a number of tasks
and responsibilities to them, in which each committee submits its reports and recommendations
periodically to the Board of Directors, this is a matter of accountability and transparency, the
following diagram illustrates the governance structure within the group:
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Board Executive & Management Sustainability Audit
Investment Committee . . .

Group CEO

In accordance with the GIG's General Assembly's meeting decision dated 23/03/2020, the election
of a new board of directors was approved for the next three years. The Board Of Directors was
formed from individuals with extensive and diverse experience, skills and knowledge, resulting
in a balanced and positive form for the Board, enabling the Board to exercise its functions and
responsibilities, taking into account the renewed business needs:

Member Description (Exec-

Professional qualification

- o Election Date
and experience

utive, Non-executive, Inde-
pendent/Board Secretary)

1 | Fargad Abdullah Al- Sane Non-executive L 23/03/2020
()
2 | Faisal Hamad Al Ayyar Non-executive E 23/03/2020
=
3 | Khaled Saoud Al Hasan Executive > 23/03/2020
(]
4 | Adana Nasser Sabah Al-Ahmed Non-executive § 01/11/2020
Al-Sabah 52
S
5 | Abdul Ilah Mohammed Rafie Al Independent ) < 23/03/2020
Marafi e
o
6 | Bijan Khosrowshahi Non-executive g ‘é 23/03/2020
7 | Jean Cloutier Non-executive § § 23/03/2020
8 | Robert Quinn Mclean Non-executive § B 23/03/2020
o
9 | Abdulaziz Saoud Al Fulaij Independent Tg 23/03/2020
Ke)
10 | Abdullah Mohammed Al Man- Independent Q 23/03/2020
sour ‘*é
o
Rami Selim Al Baraki Board Secretary 10/10/2021

* Academic and professional experience is set out in the details below.
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GIG's Board of Directors has a structure that is in proportion with the size and nature of the
group's activities and with the tasks and responsibilities assigned to the members of the board,
when the board was structured it has been taken into consideration the diversity of professional
and practical experiences, in addition to technical skills, also the nomination and remuneration
committee verifies that the members of the Board and Executive Management sustain all
efficiency and integrity requirements of the group and review the required skills for the Board of
Directors membership as well as the Executive Management on annual basis.

gig's Board of Directors consists (10) members, (1) executive member, (9) non-executive members
(in which (3) of them are independent members), all members of the board are professionals
with a proven track record of board membership in a various of other companies, they sustain
the necessary skills for this position, in addition to knowledge and experience of the insurance
industry, all members of the board are elected through the general assembly every three years
and the members have been reelected at 2020:

Group Chairman

Mr. Al-Sane holds a Bachelor degree of Commerce in Accounting from Cairo University - Egypt. He
held various management and board level positions for more than 30 successive years in Kuwait.
He joined Gulf Insurance Company (GIC) in 2001. Currently he is the Group Chairman of Gulf
Insurance Group. Mr. Al-Sane has diversified professional career started as Internal Auditor at the
Kuwait Oil Company, Deputy General Manager of Wafra Real Estate Company; General Manager
of Commercial Real Estate Company, Board Member of KIPCO Group; Board Member of United
Real Estate Company; and the Chairman of Commercial Markets Complexes Company and Board
Member in ALARGAN INTERNATIONAL REAL ESTATE COMPANY; Board Member of MENA Homes
Real Estate Company.

Vice Chairman

Mr. Faisal Al Ayyar is Executive Vice Chairman of the Kuwait Projects Company (Holding), He
joined KIPCO in 1990 when it was a USS 220 million regional investment company. Under his
stewardship, KIPCO has developed into one of MENA's leading holding companies with interests in
financial services, media, real estate, manufacturing and education, operations in 24 countries and
consolidated assets of over USS 32 billion. It's worth noting his leading role in the creation and
development of OSN, the region’s largest pay-tv company, the development of SADAFCO, a leading
dairy and foodstuff producer in Saudi Arabia, and the expansion and subsequent sale of Wataniya
Telecom, a major regional mobile operator.

Mr. Al Ayyar is Chairman of Panther Media Group - Dubai, UAE (OSN). He is Vice Chairman of
Gulf Insurance Group - Kuwait, United Gulf Bank - Bahrain, United Gulf Holding Company BS.C. -
Bahrain, Jordan Kuwait Bank - Jordan, Saudia Dairy & Foodstuff Company - KSA, and Mashare’a
Al-Khair Establishment - Kuwait. He is a Board Member of Gulf Egypt for Hotels & Tourism
Company - Egypt. He is a Trustee of the American University of Kuwait - Kuwait, and Honorary
Chairman of the Kuwait Association for Learning Differences - Kuwait.

Mr. Al Ayyar began his career as a fighter pilot with the Kuwait Air Force, Honors include the
Arab Bankers Association of North America’s 2005 Achievement Award, the Tunis Arab Economic
Forum and the Beirut Arab Economic Forum 2007 Achievement Awards and the Kuwait Economic
Forum 2009 Award for his contribution to the investment sector and successes in the global
financial market.

Board Member and Group CEO

Mr. Al Hasan holds a Bachelor degree in Political Science and Economics from Kuwait (1976).
His professional Insurance and Administrative experience exceeds over 30 years in different
Executive positions. He joined GIC in 1978. He is currently the Board member and CEO of the
gig, the Chairman of Kuwait Insurance Federation "KIF" (Kuwait). He is on the Board of Directors

\

in many of Gulf Insurance Group subsidiaries, General Arab Insurance Federation "GAIF” (Egypt)
and the Arab Reinsurance Company (Lebanon).

Member of the Board of Directors

Shaikha Dana Nasser Sabah Al-Ahmed Al-Sabah is the Founder and Chair of the Board of Trustees
of the American University of Kuwait (AUK), Kuwait's only Liberal Arts University. Al-Sabah is also
the Chairwoman of United Education Co. (UEC), Kuwait's leading company in the education sector.
UEC consolidates seven K-12 schools with over 12,500 students. The United Education network
includes some of the leading American, Indian, and Pakistani schools in Kuwait.

Al-Sabah is also the Chief Executive Officer of Al-Futooh Holding Co. the major stakeholder in
Kuwait Project Co. (KIPCO), a multi-sector operating holding company with a diversified portfolio
spanning the Gulf Cooperation Council countries and the wider Middle East and North Africa region.

Al-Sabah received a Doctorate of Humane Letters from Dartmouth College, Hanover, New
Hampshire and a BA in English Literature from Kuwait University and studied at Indiana University
in Bloomington, Indiana.

Board Member

Bijan Khosrowshahi was born in 1961, he obtained his MBA in 1986 following an undergraduate
degree in Mechanical Engineering in 1983 from Drexel University, USA. He is currently the
President & CEO of Fairfax International, London and the Board member, Representative of Fairfax
Financial Holdings Limited for the following companies: Gulf Insurance Group K.SCP. and Gulf
Insurance & Reinsurance Company in Kuwait, Bahrain Kuwait Insurance Company B.S.C. in Bahrain,
Arab Misr Insurance Group S.AE. in Egypt, Arab Orient Insurance Company in Jordan, Gulf Sigorta
AS. in Turkey, Alliance Insurance Company PS.C. in United Arab Emirates, Jordan Kuwait Bank in
Jordan, Commercial International Bank - Egypt S.A.E. in Egypt, as well as Colonnade Insurance S.A.
in Luxembourg, Southbridge Compafiia de Seguros Generales S.A. in Chile, La Meridional Compafiia
Argentina de Seguros S.A. in Argentina and SBS Seguros Colombia S.A. in Colombia.

Mr. Bijan previously held the position of President & CEQ, Fuji Fire and Marine Insurance Company -
Japan, President of AlG's General Insurance operations - Seoul, Korea (2001-2004), Vice Chairman
and Managing Director, AlG Sigorta - Istanbul, Turkey (1997-2001), Regional Vice President, AlG's
domestic property and casualty operations for the Mid-Atlantic region - USA, and held various
underwriting and management positions with increasing responsibilities, AlG, USA since 1986,
Board member, Foreign Affairs Council, Board member, Insurance Society of Philadelphia, Council
member, USO, Korea, Chairman, Insurance committee of the American Chamber of Commerce,
Korea, Member, Turkish Businessmen'’s Association.

Board Member

Mr. Cloutier received his bachelor’s degree in actuarial sciences from Laval University in 1986.
He is a fellow of the Casualty Actuarial Society and a member of the Canadian Institute of
Actuaries. Mr. Cloutier joined Fairfax in 1999 as Vice President and Chief Actuary, becoming Vice
President, International Operations in 2009 and is Chairman of Fairfax International from 2013
to present. From 1990 - 1999, he was Vice President Actuarial Services of Lombard Canada
Limited, 2 Canadian property and casualty insurance company, Mr. Cloutier serves on the Board
of a number of Fairfax Subsidiaries as well as Industry Organizations on behalf of Fairfax.

Board Member

Robert Quinn McLean is a Vice President at Hamblin Watsa Investment Counsel, a wholly owned subsidiary
of Fairfax Financial. He is responsible for the Fairfax insurance subsidiary investment portfolios in the Middle
East/Turkey/North Africa (Gulf Insurance Group) and South Africa/Botswana (Bryte Insurance). Mr. McLean
is currently on the board of Gulf Insurance Group based in Kuwait, Farmers Edge Inc. (Winnipeg, Canada),
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Boat Rocker Media Inc. (Toronto, Canada) and Helios Fairfax Partners Corporation (Toronto, Canada). Initial
work experience was in the public accounting profession including work in audit and tax. Subsequently
Mr. McLean entered the investment management profession as an investment analyst working for an
Institutional Investment Manager in Toronto, Canada focusing on international equities (Europe and Asia).
He is a Chartered Accountant (CA, CPA) and Chartered Financial Analyst (CFA designation).

Board Member

Mr. Al- Fulaij is a prominent businessperson in Kuwait, running his own company called "Abdulaziz Saud Al-
Fulaij Establishment” he's actively involved in the social and community services and activities in Kuwait.

Board Member

Mr. Maarafie holds Diploma in Computer Science. He is presently the Chairman of the successful Maarafie
Group and held several positions in the Maarafie Group of Companies. He was the Chairman & Managing
Director of Watanyia Telecom KSC (Ooredoo) from May to Oct.1998. Since April 2005, Mr. Maarafie is the
Chairman & CEO of First Hotels Co. KSCC.

Board Member

Mr. Al-Mansour Holds bachelor degree in Accounting from Cairo University- Egypt. He held managerial roles
in several banks like Commercial Bank of Kuwait CBK, Kuwait Finance House KFH and was a board member
of several leading companies such as External Investments Company (1987-1994) National Investments
Company (1990-1994), and Hotels Company (1988-2000), CapCorp Investment Company (2010-2013)
and Vice President of Al-Aman Investment Company (2014-2017) and Chairman of the Board of Directors
of Al-Aman Investment Company (2017-2020). Mr. Abdullah Al-Mansour is Board Member in Burgan Bank
(2021 - 2022).

Secretary of the Board

Mr. Rami Selim Al Baraki holds a Bachelor Degree of Commerce in Accounting from Mansoura University,
Egypt. He is responsible for the group consolidated financial statements and applying the group’s accounting
policies and implementing international accounting standards. In addition, he takes care of gig's Capital
Structure, Treasury, investment reporting and Takaful Unit Operations and recommends to the Board the
Capital Structure type that the Company needs to have for both Short Term (working Capital) and Long
Term purpose (capital investments) in line with gig's plans for future acquisitions and expansions. Mr. Al
Baraki is also the group secretary of the board and a member of the Board of Directors of gig Egypt and
Gulf Takaful Insurance Co.

The Board of Directors meetings take place by the attendance of the majority of the members, in the
financial year ending in 31st of December 2022 (6) board meetings were held, where the meeting is held
based on a written invitation from the Chairman of the Board of, the invitations and meeting agenda are
sent out three working days prior to the meeting at the very least, in order to provide sufficient time to
enable the members to review the topics raised and make proper decisions, in addition to this the article of
association and incorporation of the group includes the means to organize the attendance of gig's board of
the directors meetings, the following table summarizes the BOD meetings:

Annual Serial

. Accumulated Serial I I No. Of
BOD members/ meetings N o
e O dependency/ Executive / Meetings
g independence | Non-Executive

Fargad Abdullah Al -Sane Chairman of the Board KIPCO Non-Executive | Vv v v X v i 5/6
Faisal Hamad Al Ayyar Member KIPCO Non-Executive | Vv i X v i X 4/6
Khaled Saoud Al Hasan Member KIPCO Executive v v v v v v 6/6
Abdullah Mohamad Al Mansour Member Independent | Non-Executive | v v \ v v v 6/6
Abdulaziz Saoud Al Fulaij Member Independent | Non-Executive | V X X v v v 4/6
Abdulilah Mohammed Maarafie Member Independent | Non-Executive | V v X v ) v 5/6
Robert Quinn Mclean Member FAIRFAX Non-Executive | V v \ v \ v 6/6
Bijan Khosrowshahi Member FAIRFAX Non-Executive | V v v v v v 6/6
Jean Cloutier Member FAIRFAX Non-Executive | Vv X v v X v 4/6

Sheikha / Adana Nasser Al .
el New Member Amaken Non-Executive | X v v v v 4/6

The group has a special register for minutes of the Board of Directors meetings with annual serial
numbers for the year in which the meetings took place, noting the meeting location, date and the
start and end times, in addition to the preparation of discussed and deliberated minutes, including
the voting that took place, compiled, and recorded to facilitate reference.

In addition to this, the group has a secretary that was appointed by a Board of Directors resolution
with a clear tasks and responsibilities list, approved by the Board of Directors and in compliance
with the Capital Markets Authority requirements.

Gulf Insurance Group considers the independency of the members of the board as a key feature
towards a sound Corporate Governance, the standards of independency at GIG is in compliance
with the regulations and reflects the best application of resolution No. (72) Of 2015 regarding
issuance of the executive by laws of law no. (7) Of 2010 and its amendments regarding the
establishment of the Capital Markets Authority and regulating securities activities - Book (15)
Corporate Governance.

Based on that, the Board of the Directors include non-executive and independent members,
in addition to this the Nomination and Remuneration Committee reviews the independency of
those members periodically to ensure that the independency condition prevails according to the
independency conditions of the Group, which is approved by the Board of Directors and is in
accordance with regulatory requirements.
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The Group has a clear segregation of functions between the Board of Directors and the Executive
Management, which guarantees full independency, in order for the Board of Directors to be able to
carry out their responsibilities effectively.

The Group has clearly specified the tasks and responsibilities for the Board of Directors and
Executive Management in the approved policies and regulations in which reflects the balance
between authorities and powers between the Board of Directors and the Executive Management.

However, the final liability of the company remains on the Board of Directors, even if it initiates
committees and authorize other entities or individuals to execute some of its tasks.

Board roles and responsibilities include, for example without limitation:

1)

10)

Approving company major goals, strategies, plans and policies, for example, at the minimum:
a. The company comprehensive strategy, main work plans, reviewing and directing the same.
b. Company ideal capital structure and financial goals.

c. Apparent policy for profits distribution of various types (cash/ non-cash) so

that shareholders’ and company’s interests are accomplished.

d. Performance goals, execution pursuing and company comprehensive performance.

e. Company organizational and employment structures and periodic review thereof.

Acknowledging annual estimated budgets and approving phase and annual financial information.
Supervising company main capital charges, assets ownership and disposing of the same.

Ensuring the company’s commitment with policies and procedures that procure the
company’s compliance with internal applicable rules and regulations.

Safeguarding accuracy and validity of the data and information to be disclosed in accordance
with applicable disclosure and transparency policies and rules.

Constructing effective communication channels that enable the company shareholders
periodic and continuous access to company various activities and any essential developments
therein.

Setting corporate governance system - without these rules - general supervision thereof
and monitoring how effective it is and amending the same, if necessary.

Pursuing performance of each Members of a Board of Directors and executive management
member subject to Key Performance Indicators (KPIs).

Preparing annual report to be cited in the annual general assembly including the
requirements and procedures of completing corporate governance rules and commitment
degree thereof. However, this report shall be included in the annual report of company
activities and showing the complied and non-complied rules and excuses for the same. Such
report shall be prepared as a minimum pursuant to Appendix 2 of this Module.

Forming specialized committees where period, powers and responsibilities of the committee
are clarified and how the Board shall monitor it. Formation resolution shall also include titles
of members and determining their roles, rights and duties. This is in addition to assessing
performance and works of the committees and their main members.

\

11)

Ensuring that company certified policies and conditions are transparent and clear so that

resolutions’ taking and wise governance principles are applied. This in addition to separating

powers and authorities of both the Board of Directors and executive management. In this
regard, the Board shall:

a. Approve internal rules and regulations concerning the company work and development,
and any subsequent roles, specializations, roles and responsibilities amongst different
organizational levels.

b. Approve authorization and execution policy of executive management assigned works.

12) Determine the powers authorized to executive management, resolution taking actions and

13.

14.

15.

16.
17.
18.

19.

authorization term. The Board shall also specify issues which it shall keep power to resolve.
Periodic reports shall be referred to executive management in regard of its practicing the
authorized powers.

Audit and supervise performance of executive management members and procuring their

accomplishment of all assigned roles so that the Board can:

a. Ensure that executive management work is in accordance with policies and conditions
approved by the Board.

b. Hold periodic meetings with executive management to discuss work issues and
challenges as well as presenting and discussing important information in regard of the
company’s activity.

c. Set performance measures for executive management consistent with company goals
and strategy.

Determine the remuneration categories to be given for employees such as fixed remuneration
category, long term risks and performance remunerations and Shares-like remuneration
category.

Appoint or remove any of executive management members including executive agency
chairman or his representative.

Set a policy for regulating relationship with Stakeholders to protect their rights.
Set a mechanism to regulate dealings with Related Parties to avoid conflicts of interest.

Periodically ensure the applicable internal audit systems’ efficiency and sufficiency in the

company and Subsidiary Companies thereof, for example:

a. Ensuring validity of financial and accounting systems including those relate to financial
reporting preparation.

b. Procuring the application of sound audit rules for risk measuring and management,
through determining scope of risks that may face the company and constructing
appropriate environment of risk prevention culture all over the company and presenting
the same transparently with Stakeholders and Related Parties.

Develop a plan/policy for integrating Sustainability factors in the company’s comprehensive
strategy, main work plans, and the risk assessment and management process if required.

The roles and responsibilities of the Chairman of the Board of Directors and the Group Chief
executive officer are clear and fully segregated, in addition to that both jobs are independent
from one another, and there is a clear segregation of the roles and responsibilities assigned to
each of these positions.

The Chairman of the Board of Directors is liable for sound and effective performance of the
Board in an efficient and effective manner, including members of the Board of Directors and
independent members' obtaining full and correct information in a timely manner, the roles and
responsibilities of the Chairman of the Board of Directors include but not limited to the following;
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1) Ensure that the Board discusses all relevant topics effectively and timely.

2) Represent the Group in front of other as the article of association states.

3) Encourage all Board of Directors Members to participate fully and effectively in carrying out
the Board of Directors affairs in a way that assures the best interest of the group.

4) Ensure effective communication between the shareholders and the Board of Directors.

5) Encourage constructive relationships and effective participation of the Board of Directors,
Executive Management and of the executive and non-executive members.

6) Create a constructive criticism concerning issues of different points of views amongst Board
of Directors Members.

The Executive Management of the Group consists of a group of individuals who have been

entrusted with performing the day to day operations of the Group. The primary role entrusted

to the executive management is the following;

- Executing the Group's strategic plans, the policies and internal regulations relating to it and
ensuring its adequacy and effectiveness.

- Full responsibility towards the overall performance of the Group and its results through
establishing management structure that promotes accountability and transparency.

The following are some of the roles and responsibilities of the Executive Management that
should be complied with, in light of the powers and authorities delegated to them from the
Board of Directors:

1) Execution of all the internal policies and regulations approved by the Board of Directors.

2) Executing strategies and annual plans approved by the Board of Directors.

3) Preparing periodical reports (financial and non-financial) concerning the achieving growth
of the Group's activity in light of the Group strategic plans and goals and submitting these
reports to the Board of Directors.

4) Set integrated accounting system that maintains ledgers, records and accounts that reflects
accurately and in details the financial statements, which enables maintaining the Group's
assets and preparing financial statements according to the international accounting standards.

5) Managing day to day work and activity facilitation, as well as managing the Group's resources
optimally and working on increasing profits and reducing expenditures and that is in
accordance to the goals and strategies of the Group.

6) Effective contribution in the establishment and development of ethical value standards in
the Group.

7) Implementing internal control and risk management systems and ensuring its effectiveness
and adequacy, while taking into account and complying with Group's risk appetite that is
approved by the Board of Directors.

The Board of Directors accomplished several achievements during the year ending in 31/12/2022
with regards to the corporate governance practices, the most prominent of these achievements
(for an example but not limited to, and while taking into consideration that all achievements has
been displayed in details in other sections of the annual report) are as follows:

- Review the company’s goals, strategies, plans and policies.

« Approval of the estimated annual budget, the quarterly and annual financial statements.

- Implementing the corporate governance system and monitoring the effectiveness of its
implementation in accordance with the Capital Markets Authority Law.

« Supervising the performance of the Executive Management team.
- Implementing the mechanism for dealing with related parties and eliminating conflict of interest.

« Ensuring the effectiveness of internal policies and the general framework for risk management
on a periodic basis.

« Reviewing and approving the company's policies and procedures.

The committees are formed and their members are appointed by the Board of Directors after each
election cycle for the Board, The initiated committees from the Board of Directors are considered
the link between the executive management and the Board of Directors, The purpose of the
formation of these committees is to enable the board to perform their roles effectively.

gig's BOD has five main committees as follows:

1) The Audit Committee (the date of composition and appointment of the members of the
committee is 23/03/2020, also the committee's duration is three years starting the day of
the formation in order to be in align with the board's validation period).

2) The Risk Management Committee (the date of composition and appointment of the members
of the committee is 23/03/2020, also the committee's duration is three years starting the day
of the formation in order to be in align with the board's validation period).

3) The Governance Committee (the date of composition and appointment of the members of the
committee is 23/03/2020, also the committee's duration is three years starting the day of the
formation in order to be in align with the board's validation period).

4) The Nomination & Remuneration Committee (the date of composition and appointment of
the members of the committee is 23/03/2020, also the committee's duration is three years
starting the day of the formation in order to be in align with the board's validation period).

5) The Executive & Investment Committee (the date of composition and appointment of the
members of the committee is 23/03/2020, also the committee's duration is three years
starting the day of the formation in order to be in align with the board's validation period).

The Board of Directors has approved a specified charter for each committee which include the
specification of the committee’s roles, the duration and authorities assigned during this period and
how the board will monitor them, in addition to this, the specification of the roles and authorities
that has been delegated to the committees by the Board of Directors.

The Group is fully convinced that the existence of an independent Audit Committee is a key factor
for applying proper corporate governance rules, the Audit Committee ensures consolidating of
the commitment culture within the Group, this is achieved through ensuring the soundness and
integrity of the financial statements of the group, in addition to ensuring the sufficiency and
effectiveness of the internal control systems applied by the Group.

The Board Audit Committee at Gulf Insurance Group enjoys full independence, in addition to this,
all of its members are of specialized experiences.

The Board Audit Committee consist of three members, two of them are independent members
& the chairman of the committee in an independent member, the Group Internal Audit senior
manager attends the meetings in addition to the representative of the external auditor whom
attends these meetings on periodic basis.

The Board Audit Committee oversees the audit matters on behalf of the Board, therefore the
committee has a responsibility to satisfy that the internal audit is being conducted with proper
professionalism and that its scope of work is appropriate.

The Board Audit Committee meetings are held taking into account the time consideration of the
issuance of the Group financial reports to the external parties, and the meetings are held not
less than four times a year.
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The roles and responsibilities of the Board Audit Committee include but are not limited to the
following:

1) Review the financial statements periodically before submitting to the Board of Directors,
and submit its opinions and recommendations in this regard to the Board of Directors and
ensure transparency and fairness in the financial reports.

2) The Board audit committee shall submit its recommendations to the board regarding
appointment and reappointment of external auditor, as well as determining and changing
their fees, taking into account when recommending, that independence is ensured and
reviewing their engagement letter.

3) Monitoring the external auditor’'s performance, to ensure that they are not providing
services to Group except for services required by the audit profession.

4) Consider the external auditor’'s observations regarding the financial statements and
following-up on its status.

5) Consider the accounting policies followed and provides its opinion and recommendation to
the board regarding it.

6) Evaluate the adequacy of the internal control systems in the Group and prepares a report
including the opinion and recommendation of the committee in this regard.

7) Supervising the internal audit department in the Group in order to verify the extent of its
effectiveness in preforming its prescribed duties defined by the Board of Directors.

8) Recommend the recruitment, shifting and termination of the chief internal auditor, and
evaluate his performance and the performance of the internal audit department.

9) Revision and adaptation of the proposed audit plan, which is prepared by the internal
auditor and provides its opinion on the same.

10) Reviewing the results of internal audit reports, and ensures that the corrective procedures
have been taken regarding the observations which are contained in the report.

11) Reviewing the results of the regulatory authorities reports, and ensures that the necessary
procedures have been taken in this regard.

12) Ensure the Group is complying with the regulations, policies, and instructions that are of
relation to it.

The committee was held four times during 2022 as follows:

Committee _members/ Annual Serial 1 2 3 4
meetings
Accumulated Serial 63 64 65 66
Designation/ Date 20/2/2022 | 10/5/2022 | 10/8/2022 | 10/11/2022
Abdul Ilah Mohammed Chairman of the Com- v v v v
Rafie Marafi mittee
Jean Cloutier Member v v v v
Abdullah Mohammed Al Member v v v v
Mansour
Group Senior Manager -
Mohamed Ahmed Ibrahim | Internal Audit Department v v v v
- BAC Secretary

« Review periodic and annual financial statements to ensure their soundness and integrity,
and refer them to the Board for approval.

- Make recommendations to the Board on the appointment of external auditors and monitor
their performance.

- Study accounting policies and provide recommendations to the Board.

« Evaluate the efficiency and effectiveness of the internal control system and prepare a
report thereto.

« Review the internal audit report and make recommendations.
« Review and discuss the internal audit's annual plan for the current year.

- Ensure the company’s compliance with related laws, policies and instructions and review
the reports of the regulatory authorities.

« Appointing an independent auditor to prepare the Internal Audit Report for 2022 in line
with the CMA's requirements in relation to corporate governance.

- Prepare the Internal Audit Report and present it to the Board for approval and reading at
the company’s General Assembly.

- The committee also reviewed the report of the independent audit office regarding reviewing
the quality of internal audit work in the group every three years in accordance with The
Capital Market Authority's instructions in this regard, which submitted its report, and
its technical opinion indicated the management's commitment to international internal
auditing standards and best professional practices and the use of automated solutions in
management operations .

- Review the new accounting policies related to the new IFRS no.9 & 17.

During 2022 the Audit Committee has assessed the adequacy of the internal control systems
applied by the company, the Committee has considered that the internal control systems
applied is sufficient to verify the impact of the risks which the company is exposed to.

The Risk Management Committee oversees and verifies that the management is implementing
the Group's strategy with regard to the risk management framework and applies consistent
risk management activities of identifying, measuring, monitoring, and controlling all types of
risks faced by the Group and ensuring its capital adequacy. In addition, the Committee escalates
key issues to the board to assist in the implementation of its responsibilities towards risk
management.

The Risk Management Committee consists of three members, two of them are independent
members of the Board of Directors, including the chairman of the committee.

The Risk Management Committee shall be responsible for but are not limited to:

- Preparing and reviewing the strategies and policies of risk management before being
approved by the Board of Directors and ensuring the execution of these strategies and
policies and that the same is consistent with the nature and size of the Group’s activity.

- Providing sufficient resources and adequate systems for the risk management department.

« Evaluating the systems and mechanisms for identifying, measuring and monitoring various
risks that the Group may be exposed to, in order to identify any areas of weakness.

- Assisting the Board of Directors in identifying and assessing the acceptable level of risk
tolerance, to ensure that the Group does not breach this level after being approved by the
Board of Directors.
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- Reviewing the organizational structure of the risk management department and submitting
its recommendations in this regard, prior to the Board of Directors’ approval.

- During the year and in line with responsibilities of the BRC, the committee reviewed and
ratified some related party transactions and raised them to the Board for final approval.

« Ensuring that the staff of the risk management department are independent from the
activities that could result in exposing the Group to risk.

- With respect to the operational risks, the committee approved the Group IT Risk Assessment
Project plan and ratified the IT Risk Management Framework and the Cyber Security

- Ensuring that the staff of the risk management department completely understand the Foundational documents, recommending the same to the Board for approval.

risks surrounding the Group and working on increasing awareness of the employees
regarding the risk culture.

- Preparing periodic reports regarding the nature of the risks the Group may be exposed to,

and submitting the same to the Board of Directors. Board Corporate Governance Committee specialized in corporate governance practices &

its primary role setting a Corporate Governance framework and guideline and supervise its

- Reviewing the related issues raised by the audit committee which may have effect on the implementation and amend it, when necessary.

management of the Group's risks. . - .
& P The Board Corporate Governance Committee consisting of three members: one of them is

an independent member of the Audit Committee & headed by the Chairman of the Board of
Directors.

The risk management committee holds periodic meetings, at least four times a year, and when
there is a necessity. All meeting minutes are recorded.

The committee held four meetings during 2022 as follows: The Board Corporate Governance Committee shall be responsible for but not limited to:

Annual Serial 1 2 3 4 - Ensuring that the corporate governance standards and implementations are approved by
Committee members/ . q o g . .
e [ — a4 a5 5 B the Board of Directors and are consistent with the requirements issued by the Capital

Markets Authority regarding Corporate Governance Principles.
20/02/2022 | 10/05/2022 | 10/08/2022 | 10/11/2022 o ) _ _
Abd - Supervising the preparation and implementation of the corporate governance manual and
ul Ilah Mohammed Rafie Chai £ the Ci itt 4 . . g A ) )
Marafi airman of the Committee reviewing and updating the same when necessary.
Jean Cloutier v v v - Coordinating with the audit committee to ensure compliance with the corporate governance

prevm— , ; ; } manual
Mansour

- Monitor any subjects relating to corporate governance and providing the Board of Directors
(@annually at least) with the reports and recommendations based on the committee’s results.

Group Senior Manager

Ahmad Galal Ragab - (e AeelEl e v v v v
Risk Management - & the . . .
Committee Secretary - Prepare an annual report that includes the procedures and requirements regarding
Group Deputy Manager — completion of the corporate governance rules and the extent of compliance with the same,
Ibrahim Said Group Risk Management v v p : and this report is to be included in the annual report of the Group's activity.

- The main objective of the Risk Committee is to assist the Board of Directors in setting
suitable strategies and goals for risk management, and to make recommendations that are
in line with the nature and size of the Group’s activities.

 During 2022, the committee met four times via Microsoft Teams video conferencing, to
supervise the latest risk management activities, monitor the performance, review the Group

The Corporate Governance Committee holds periodic meetings, at least once a year, and when
there is a necessity to hold one, it records all of its meeting minutes.

The committee was held during 2022 as follows:

Annual Serial

1

expansion strategies and ratify the key mitigation plans.

- The committee monitored closely the Group's key performance and risk indicators, credit
ratings as well as the potential impact of Group acquisitions on capital, financial leverage

Committee members/ meetings Accumulated Serial 09
Designation/ Date 08/02/2022

and liquidity indicators. Fargad Abdullah Al Sanea Chairman of the Committee Vv
- The committee reviewed the top risks of the Parent and each subsidiary on a quarterly Abdullah Mohammed Al Mansour v

basis and made recommendations to the ERM department and the management, when

necessary, Khaled Sauod Al Hasan v

- In line with best practices, business needs, efficiency and the regulatory requirements, the
Risk Committee approved to split the Group Actuarial and Group ERM as two independent
functions and approved the proposed additional resources in both functions.

- The committee reviewed and recommended to the Board the finalized Financial Authorities
for approval.

- The committee ratified an initial version of the Group Reserving Handbook in order to unify
the reserving practices across the group.
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During 2022, the Board Corporate Governance Committee has provided several effective
recommendations in order to establish a solid corporate governance framework within the
Group's entities, for an example but not limited to the following:

1) Ensuring that the corporate governance standards and implementations are approved by
the Board of Directors and are consistent with the requirements issued by the Capital
Markets Authority regarding Corporate Governance Principles.

2) Supervising the preparation and implementation of the corporate governance manual and
reviewing and updating the same when necessary.

3) Monitor any subjects relating to corporate governance and providing the Board of Directors
(annually at least) with the reports and recommendations based on the committee’s results.

4) Prepare an annual report that includes the procedures and requirements regarding
completion of the corporate governance rules and the extent of compliance with the
same, and this report is to be included in the annual report of the Group's activity.

The availability of professional experience and technical skills as well as the personal qualities
and ethical standards in the nominated person for a membership in the Board of Directors
or executive management, are considered the main cornerstones for the Group’s financial
soundness and an important aspect to prevent risks that the Group may be exposed to. Also,
the equitable allocation of the remuneration attracts highly qualified and technical labor, as
well as strengthening the concept of loyalty to the Group and accordingly maintaining qualified
labor, motivating employees in all various levels to achieve the Group’s objective and improve
the Group's performance.

The Board Nominations and Remunerations Committee consist of three members, one of them
is independent member from the Board & the Chairman of the committee is an independent
member of the Board.

The main roles of the committee (for example but not limited to) are as following:-

1) Recommending nomination and re-nomination for the membership of the Board of Directors,
Board Committees and executive management, while taking into account not nominating
any person who does not fulfill the regulatory requirements. Taking into account the
number of attendance, quality and effectiveness of contribution of the members in the
Board of Directors meetings, the performance of their duties and responsibilities.

2) Annual review of the requirements for appropriate skills, in order to attract applicants
seeking to fill executive position as needed, studying and reviewing these applications.

3) Preparing job descriptions for the executive, non-executive and independent members.

4) Recommending independent members for nomination and re-nomination through election
from the general assembly and ensure the existence of independence for the independent
member in the Board of Directors.

5) Establishing a clear policy for the remuneration of the board members and senior executives.

6) The periodic review (annual) of the remunerations policy and evaluation of its efficiency
in achieving the objectives expected from it, such as attracting and maintaining highly
qualified and technical labor that improve the Group's performance.

7) Ensure that the appropriate level of training is provided to the board of director's members
as well as the executive management members.

8) Preparing the corporate governance report on an annual basis that includes the total

\

bonuses granted to members of the Board of Directors, executive management and
managers, whether they are amounts, benefits or allowancec, of whatever nature, directly
or indirectly, through the company or its subsidiaries.

The Board Nomination & Remuneration committee hold periodic meetings, at least once a
year, and when there is a necessity to hold one, it records all of its meeting minutes.

The committee was held during 2022 as follows:

Annual Serial 1 2

Committee members/ meetings Accumulated Serial 08 09
Designation/ Date 08/02/2022 14/04/2022

Abdullah Mohammed Al Mansour Chairman of the Committee Vv )

Khaled Saoud Al Hasan ) Vi

Abdul Ilah Mohammed Rafie Marafi Member ) Vv

During 2022, the Board Nomination & Remuneration committee has provided many effective
recommendations in order to establish a solid corporate governance framework within the
Group's entities, for example but not limited to the following:

1) Ensure the independency of the independent board members.

2) Recommend the approval of the detailed annual report structure for all remunerations
given to the members of the Board of Directors and executive management.

3) Review the required technical skills for the BOD and executive management membership.

4) Review the conducted self-evaluation of BOD and executive management members and
the initiated committees as well as provide recommendations (if any) to the Board of
Directors for approval.

5) Ensure the adherence of both of the Board of Directors and Executive management
members to the code of conducts charter and maintain the confidentiality of information.

6) Ensure the adherence of the members of the Board to the policies and procedures that
avoid the misuse of material data and information.

7) Ensure the adherence of the Board of Directors and Executive Management members to
the conflict of interests’ guidelines and its procedures.

8) Ensure that introduction programs and workshops are provided to the Board of Directors
and Executive Management members.

9) Review amendments made to the remuneration policy as well as the ratios in the updated
policy and recommend its approval by the BOD.

10) Review the updated organizational structure and recommend its approval to the BOD.

11) Review of applications for nomination of membership of the board of directors of the group.

The Board has delegated the following responsibilities to the Committee which held its meetings
regularly and whenever it's necessary to be held, the committee comprises from five members:
The Chairman, Vice Chairman, Chief Executive Officer and two Board of Director’'s members.
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The main roles of the committee (for example but not limited to) are as following:-

1) Developing and recommending of the strategic plans that reflect the long-terms objectives
and the Group's priorities to be presented to the Board of Directors to take the necessary
decision.

2) Follow up and monitoring the implementation of the strategies and policies approved by
the Board.

3) Monitoring of the operating and financial results against the plans and budgets.
4) Monitoring the quality and effectiveness of the investment process against objectives.
5) Prioritizing allocation of capital, technical and human resources.

)
)
)
6) Ensuring the existence of efficient & effective management.
7) Monitoring the markets shares, trends and penetration.

)

8) Overseeing the persistence periodically and combined loss ratio, and to take the corrective
actions on the right time.

9) Monitoring the implementation of Group expansion.

10) Monitoring the general position, performance of the Group's investments and its strategic
investments in relation to investments in subsidiaries and associates.

11) Reviewing and monitoring the movements in the investment portfolio.

12) Following up & reviewing the investment portfolio diversification in light of the Group's
investment strategy.

13) Discussing the proposals and recommendations presented by the Group's investment
officers in light of the Group’s investment strategy and raising its feedback to the Board
for the necessary actions and approvals.

14) Monitoring the efficiency and quality of the investment process in light with the objectives
and raising its feedback to the Board for the necessary actions and approvals.

The committee has held four meetings during 2022 as follows:

Annual Serial 1 2 B 4
o e .members/ Accumulated Serial 85 86 87 88
meetings
Designation/ Date 21/02/2022 | 11/05/2022 | 11/08/2022 | 13/11/2022
Fargad Abdullah Al Chalrman of the v v X v
-Sane Committee

Faisal Hamad Al Ayyar Vi X v X

Khaled Saoud Al Hasan v v v v

Robert Quinn Mclean Member X Vi Vi Vi

Bijan Khosrowshahi Member v v v v
Sheikha / Adana Nasser

Al Sabah Member i i i X

Rami Selim Al Baraki | ~ccTetary of the v v v v

Board

Gulf Insurance Group has an effective and clear mechanism in regards to providing integral, clear
and timely information to members of the Board of Directors in general and to non-executive and
independent members in specific.

In addition to this, the Group pays much attention to developing the infrastructure for information
technology related to issuing reports, in order to assure quality and accuracy of the information,
as the availability of timely information and in an accurate manner is key element in assisting the
Board of Directors members in the decision making process.

The Group has clear mechanisms regarding the selection of the Board of Directors and executive
management members, the nomination & remuneration committee holds a critical role in the
selection process to ensure the selection of qualified Board of Directors and executive management
members.

Gulf Insurance Group's efficiency and integrity guidelines represents the minimum requirements
that should be available in the candidate members, this guidelines has been prepared in accordance
with global best practices and in compliance with the regulatory requirements, the Nomination &
Remuneration Committee also reviews the required skills for the Board of Directors membership as
well as the Executive Management on annual basis.

In addition to what was mentioned, the Board nomination and remuneration committee
is in compliance with regulatory requirements in terms of composition, meetings and the
implementation of assigned roles (for example but not limited to):

- Verify that all candidates fulfill regulatory requirements, while taking into account the number
of times they have attended, the quality and effectiveness of the participation of the candidate
in meetings, in addition to performing their roles and responsibilities.

- Prepare and review job descriptions for executive, non-executive and independent members.
- Verify the independency of the independent members on a regular basis.

« Prepare a clear policy for the Board of Directors and executive members' remuneration and
review it when required.

» Preparing annual reports that contain overall remunerations granted to Board Members and the
Executive Management.

« Review the required competencies needed for the Board and Executive Management membership
on regular basis.

- Review the performance evaluation of the Board of Directors and Executive Management
members as well as the initiated committees on regular basis.

« Ensure that there are no conflict of interest’s situations for the members of the Board of
Directors on regular basis.

- Ensure that proper level of training and orientation are provided to the members of the Board
of Directors and Executive Management on regular basis.
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The following table displays the Board Of Directors remunerations in 2022 & The proposed
remunerations are subject to the approval of the general assembly.

Remunerations and benefits of Members of Board of Directors

Remunerations andct:)?Sz;?through it st Remunerations and benefits through the subsidiaries

Fixed
remuneration and Variable remuneration and Fixed remuneration and Variable remuneration and
benefits (Kuwaiti benefits (Kuwaiti Dinar) benefits (Kuwaiti Dinar) benefits (Kuwaiti Dinar)

Dinar)

members
. Annual Committees’ Health Mc.mthly Annual Committees’
Health insurance . ) . salaries (total . )
remuneration | remuneration | insurance of the year) remuneration remuneration

10 ‘ 1,107 ‘ 185,000 ‘ 65,000 - ‘ 16,000 ‘

Total
number of

The remuneration system for the Executive Management is linked to the company's performance
and the achievement of long-term growth goals. It is in line with the size, nature and level of
risk related to each position. The remunerations include a fixed category that includes salaries,
bonuses and other incentives, as well as a variable category that includes variable bonuses.

The following table displays the Executive Management remunerations in 2022

Total remunerations and benefits granted to five senior executives who have received the highest remunerations. This is in addition to the Chief Executive
Officer and the financial manager or their deputy, if not included *

Remunerations and Benefits through the parent company Remunerations and Benefits through the subsidiaries

Variable Variable
Fixed remuneration and benefits remuneration Fixed remuneration and benefits remuneration
and benefits and benefits

%)
c
kel
=]
wv
(=}
a
[
=
5
o
U
x
()
Il
5
=

Monthly salaries
(total of the year)
Health insurance
Annual tickets
Transportations
allowance
allowance
Annual
remuneration
Monthly salaries
(total of the year)
Health insurance
Annual tickets
Housing allowance
Transportations
allowance
allowance
Annual
remuneration

Housing allowance
Children’s education
Children’s education

13 ‘796,530 ‘ 11,903 ‘ 12,426‘ 9,000 ‘ 17,800 ‘ - ‘ 437,350 ‘ - ‘ - ‘ - ‘ - ‘ - ‘ - ‘

The soundness of the financial statements of the Group is one of the important indicators of the
Group's integrity and credibility in presenting its financial position, therefore, it boosts investor’'s
confidence in the information provided by the group, which enables shareholders in practicing their
rights, for this reason, the Group has prepared clear mechanisms to ensure the soundness and
integrity of its statements.

- The Executive Management undertakes to the Board of Directors that the financial reports
are provided soundly and fairly, and that they present all financial aspects of the Group, also
that they are prepared in accordance with the International Accounting Standards approved by
the Capital Markets Authority as well as other regulatory authorities, and that the Executive
Management is fully responsible for the soundness and accuracy of those information

- Similarly, GIG's Board of Directors undertake to the shareholders and the investors that the
financial statements soundly, fairly and in an accurate manner.

In addition to what was pointed out, the Board audit committee is in compliance with the
regulatory requirements in terms of composition, meetings and implementing the assigned roles
and responsibilities (for example but not limited to) the following:

- The Committee reviewed the periodic financial statements before submission to the Board of
Directors, and provide such Board with opinions and recommendations in order to ensure the
fairness and transparency of the financial statements.

- The committee has evaluated the adequacy of the internal control systems applied within the
Group and prepared reports of their opinion and suggested recommendations.

- The committee supervised the internal audit department in order to assure their efficiency in
implementing roles and responsibilities assigned to them.

- The committee reviewed and approved the annual audit plans by the internal auditor.

- The committee reviewed the outcomes of the internal audit reports, and ensure that corrective
actions were adopted with regards to the observations in such reports.

- The committee ensured the Group’s compliance with regulations, policies and procedures related
to the business.

- The committee has verified the independency of the external auditors as well as reviewed the
letter of their appointment.

There is has been no conflict between the audit committee’s recommendations and the Board of
Directors' decisions during 2022.

Gulf Insurance Group has a clear and approved policy regarding the selection and assignment of
the external auditor in order to ensure independency and neutrality of the external auditor.

During 2022, the audit committee has validated the independency and neutrality of the external
auditor in accordance with the conditions stated on the internal policies and regulations of the
Group, which in return is in compliance with the requirements of the regulatory bodies, for example
but not limited to:

- Verify that the external auditor is independent from the Group and its Board of Directors, as well
as verify that the external auditor does not perform other additional work for the Group within
the scope of the audit review work which could compromise the neutrality or independency
conditions.

- Ensure that the external auditors listed in the Capital Markets Authority register in order to be in
compliance with all resolution related to the CMA regarding the registration of external auditors.
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- The external auditor has attended the Board audit committee meetings to discuss his
recommendations with the audit committee before submitting the financial statements to the
BOD for approval, the committee meets with the external auditor on regular (quarterly) basis
during the year.

« Verify that the external auditors granted permission to attend the general assembly meetings
and recite their report to the shareholders.

There are multiple functions of governance and control within Gulf Insurance Group, which assists
in ensuring that the risks has been fully identified and managed in a proper manner, in addition to
ensuring that the internal control is implemented and is efficiently functioning, the term used for
this type of coordination approach is called “Integrated Assurance” or "the three lines of defense".

The concept of “Integrated Assurance” enables management in handling responsibility and it boosts
confidence in ensuring that risks has been identified, in addition to that, mitigation procedures has
been implemented, according to the illustrated below:

Audit Committee Board Of Directors ‘ Risk Committee
1t Line Involved in day to day internal controls & risk management - Follow an internal
(Management) controls & risk management process - Apply internal controls & risk responses

2" Line
. Oversee & challenge controls & compliance & risk management process - .
(Risk) . . - . o External Audit
Provide guidance & direction- Develop enterprise risk management framework

(Compliance)
3 Line Review 1% & 2™ lines - Provide an independent perspective & challenge the
(Internal Audit) process - Objective & offer assurance

The Board of Directors are primary responsible for supervising the verification activities, and
although each verification function is assigned its own specific roles, each of these functions
coincide and integrate with one another during the exchange of information, planning process and
other relevant activities.

The Group has an independent department for risk management according to its organizational
structure. The risk management department primarily works on identifying, measuring, monitoring,
and mitigating all types of risks that the Group might face, according to the following examples
(but not limited to):

- Developing effective systems and procedures of risk management, so that it can perform its key
functions thereof, which are measuring and monitoring all types of risks exposed to the Group,
this process should be conducted periodically and amended as necessary.

- Developing the mechanisms of periodic reporting system, as they are considered one of the
most important methods in the process of risk monitoring and mitigation.

Risk management officers in the Group are independent through their direct affiliation to the
Board Risk Management Committee. Moreover, they have authorities that enable them to execute
their roles as efficient as possible, without them being assigned financial powers or authorities.

The risk management department has a wide range of competent personnel, with practical skills
and technical capabilities aligned to the insurance industry requirements.

In addition to what was mentioned in (3.3.2.1), the risk management committee is in compliance
with the regulatory requirements regarding composition, meetings and implementing their
assigned roles and responsibilities (as an example but not limited to):

- The preparation and revision of risk management policies and strategies before being approved
by the Board of Directors and ensuring the execution of these strategies and policies and that
the same is consistent with the nature and size of the Group's activity.

- The provision of sufficient resources and adequate systems for the risk management department.

- The evaluation of systems and mechanisms for identifying, measuring, and monitoring the various
types of risk that the Group may be exposed to, in order to identify any areas of weakness.

» Assisting the Board of Directors in identifying and assessing the acceptable level of risk
tolerance, to ensure that the Group does not breach this level after being approved by the
Board of Directors.

- Verification that the risk management employees are independent from activities that could
result in exposing the Group to risks.

In addition to what was mentioned regarding efficient assurance techniques and the three lines
of defense methodology applied by the group, the group also has internal control systems that
covers the group's activities, and the group organizational structure takes into consideration the
double check concept "Four Eyes Principle" which are as follows:

- Sound identification of authorities and powers.

- Entire segregation of roles and elimination of conflict of interests.
« Double checking and monitoring.

- Dual signature.

The group has an internal audit department that enjoy full technical independence according to
the organizational structure of the group, the group internal audit department is directly affiliated
to the Board Audit Committee and accordingly to the Board of Directors.

The Group internal audit department prepared reports including review and evaluation of the
internal control systems applied within the group, including the following (for an example but not
limited to):

- Procedures of control and supervision of efficiency and effectiveness of the internal control
systems necessary to protect the group’s assets, soundness financial statements and the
efficiency of its administrative, financial and accounting operations.

« Compare development of risk factors within the group and existing systems in order to evaluate
the effectiveness of the daily operations and the ability to encounter the unforeseen market
change.

- Evaluate the executive management performance in applying internal control systems.
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Reinforcing the culture of code of conduct and ethical values within the group is a primary pillar
for the group business implementation, therefore, the group pays much attention to the necessity
of ensuring the adherence of all employees whether BOD members, executive management
members, or other personnel to the internal policies and regulations and to the legal and regulatory
requirements, through reviewing the code of conducts charter, in addition to the mechanisms
that avoid conflict of interests, as we are confident that it will lead to the accomplishment of the
stakeholders best interests, specifically shareholders, in a significant extent of transparency.

The group reviews and updates the approved code of conducts on periodic basis in order to assure
it covers all determinants that define the group ethical values and standards, in addition to assuring
its compliance with regulatory requirements, all members of the board and executive management
signed the annual 2022 acknowledgment regarding adhering to the code of conducts.

The group has a clear defined policy that limits the conflict of interest cases, approved by the
Board, during 2022, all members of the Board and executive management signed the annual
conflict of interest's acknowledgement, and It's worth to mention that the group signed a credit
facilities contract with a related party - Burgan Bank, with a value which is more than 5% of the
Groupss total assets, and it was reviewed by an independent investment advisor, and this contract
was also disclosed with its details on 20 September 2022, as on the below link:

https://www.boursakuwait.com.kw/ar/news/view#60621

The group fully realizes the importance of disclosure and transparency, as it is one of the key features
of the methods of monitoring the group’s activities and evaluating its performance, the group
insisted on holding the transparency forum for several years, as well as ensure the development
of disclosure and transparency mechanisms related to that matter, in addition to updating the
disclosure records of the members of the Board and executive management.

GIG has an approved guideline for disclosure and transparency procedures, which includes as an
example but not limited to the following:

- Methods of disclosure of financial and non-financial information which is related to the group’s
financial position, performance and ownership.

« Methods of disclosing transparently all information and data on timely basis to all stakeholders
without discrimination, provided that data and information are accurate, correct and not
misleading.

- Classifying the disclosed information according to its nature (financial, non-financial), or time of
disclosure in addition to the material information.
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In addition to the above, the disclosure and transparency policies and procedures has been prepared
in accordance with the best practices and in compliance with the regulatory requirements, the
group reviews the disclosure and transparency policy on regular basis and updates it if necessary.

The group had a specific register for the disclosure of the board and executive management
members, including all transactions, acknowledgements that reflects the actual related parties’
transactions, the register is available for shareholders without returns or fees, and the group
updates this register periodically.

The Group has a Corporate Communication and Investor Relations department, responsible for
providing timely information and data to existing and potential investors. The department is
considered reasonably independent (according to the Group's organization structure approved by
the BOD) in a manner that allows it to provide hassle free, fair and transparent data, information
and reports in an accurate and timely manner. Since 2012, the Department is ensuring a continuous
and consistent dissemination of information through established methods of disclosure channels;
for example but not limited to, the Group'’s corporate website, Investor Relations Tools, Annual
General Meetings (AGM), Annual Report, Corporate Profile, Social Medias, Corporate Campaigns &
Announcements etc.

The Group continuously thrives to create effective communication channels in order to stay
connected with shareholders and other stakeholders. Therefore, during 2022 the Group has
reviewed the website to ensure its alignment with the best practices, resulting to a complete
revamp aligned with newly evolved GIG brand and is expected to be launched shortly. . All
sections including our Investor Relations Tools on the website are further enhanced with latest
technological advancements, which are displayed in 2 manner that assists shareholders, current
and potential investors to practice their rights and evaluate the Group's performance from time
to time. Additionally, we continued to successfully produce our Digital Annual Report as part of
streamlining stakeholders' information in a more convenient way. We strive to take every step to
further enhance the digital experience of our stakeholders by improving and applying all possible
IT infrastructures.

The corporate governance framework of the group ensures that all shareholders practice their basic
rights fairly and equitably to ensure equal dealing with all shareholders, this was clearly stated in
the article of association of the group, as well as its internal regulations, in addition to that, the
group has reviewed the mechanism of shareholders participation in the general assembly meeting
to ensure that all shareholders are encouraged to participate and vote in those meetings.

The article of association of the group and its internal regulations clearly state the required
procedures to ensure that all shareholders are practicing their rights in an equitable and fair
manner, and in a manner that doesn't intervene with the bylaws and regulations issued with
regards to this matter.
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The group has a special register that is kept at the Clearing agency, the register contains the
names of the shareholders as well as their nationalities, their hometown and the total humber of
owned shares by each one of them, any updates is marked in the register accordingly.

The group has an approved policies and procedures and is in compliance with regulatory
requirements, it includes in details the mechanisms of participating in general assembly meetings
and the procedures of holding the meeting as follows:

- Allow shareholders to effectively participate in the general assembly meetings, to discuss issues
listed in the agenda and the inquiries related thereto concerning various aspects of the group’s
activities, and to ask questions to the members of the board and external auditor, provided that
the BOD members and the external auditor answer such inquires in a manner that doesn't harm
the group's best interests.

« It enables shareholders whom own 5% of the capital to add topics to the meeting agenda.

- Allow the shareholders to review all data in the disclosure register of the Board and executive
management members.

- Issues presented to the general assembly shall be associated with sufficient information allowing
shareholders' take decisions thereof properly.

With regards to the voting mechanisms, the group has issued an approved guidelines which is in
compliance with regulatory requirements to ensure providing shareholders with equitable chances
to vote, without any obstacles that could lead to voting prohibition, since voting is an inherent
right for shareholders.

The group believes that stakeholders’ contribution is a valuable resource in order to enhance
its competitive ability and reinforce its profitability levels, therefore, it support all means of
cooperation with stakeholders, for this purpose the group has issued a policy that ensures and
recognizes stakeholders' rights as well as it encourages them to keep track of the group various
activities.

The group has established a set of policies which contains regulations and procedures that
ensures and recognizes stakeholders' rights, it also enables them to receive compensation

In case of any violation of their rights occur, the policy is approved by the board in accordance to
the issued bylaws in that regards, the group reviews these policies on a regular basis to ensure
it is in alignment with the regulatory authorities requirements and updates these policies if
necessary, as an example but not limited to the following;

- Compensation mechanisms in case of any party breaches that compromise their rights occur.

« Mechanisms for complaints or disputes settlement, which may arise between the stakeholders
and the group.

« A clear mechanism for all types of purchasing and tendering settlement.

The group has mechanisms and frameworks that ensures obtaining maximum benefits of
stakeholder’s contributions, as well as encourage them to keep track of the group activities, in a
manner that is consistent with achieving their best interests.

One of these mechanisms is the whistleblower policy, this facilitates the stakeholders to inform
the Board of Directors for any unfair committed by the group against them, while providing
proper protection to the whistle blowers.

In order to enhance and reinforce the Board's performance, the group has evaluated the members
of the Board and executive management through self-evaluation questionnaire, in accordance
with the best practices, these evaluations are reviewed on annual basis by the Board Nomination
& Remuneration Committee.

The group has established a set of mechanisms that draw the interest of the members of the
board and executive management to training aspects, through setting orientation programs
for newly appointed members, as well as setting programs for training workshops and proper
seminars that should assist the members in performing their assigned roles.

The group established a clear and approved policy regarding the evaluation of the members
of the board, including set of performance measurements indicators in written and as clear
as possible, during 2022, an evaluation of all board and executive management members has
been performed, these evaluations has been reviewed by the nomination and remuneration
committee.

The Board of Directors works on values creation within the group, on short, medium and long
terms, through developing mechanisms and procedures that assists in accomplishing the
group's strategic objectives, as well as enhance performance levels in a manner that effectively
contributes in the creation of corporate values for employees, it also encourages them to thrive
to continuously maintain the group’s financial soundness.

The group also works to continuously develop the internal integrated reporting system, in order
to be more inclusive, as it assists members of the Board and executive management to take
systematic and sound decisions, hence, achieve shareholders best interests
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Gulf Insurance Group is fully aware of its essential role in contributing to achieve a sustainable
development of our staff, our shareholders, our customers and the societies in which we
exercise our work. This is attained through committed focusing on the Group’s corporate social

[
responsibility in line with the established inclusive policy for social responsibility. C o n S o I l d ate d
[ (]
Financial

The Group’s corporate social responsibility policy aims to enhance the living, social and economic S t at e m e n t S
conditions of the society in which it operates. The policy has been approved by the board and a )
includes the following (for example but not limited to): & A u d l t o r S

« Assist in providing job opportunities and create proper conditions for it.

- Support and encourage national labor, enhancing its efficiency and competitiveness. Re p O rt

- Support small enterprises and open new prospects serving different categories of the society.

« Design Group’s activities in a manner that compliments the cultural and economic situation of
the society.

« Assist in limiting pollution and other environmental related damages.

- Provide training programs to develop capacity of targeted groups in the society.

- Contribute in reducing the damages of a negative phenomenon that prevailing in the society,
and take voluntary charitable initiatives. ‘

In addition to what was mentioned before regarding the Group’s efforts in the social field, the
Group has also established mechanisms that discloses the social objectives which the Group
aims to accomplish for its employees, as well as it discloses all plans set for corporate social
responsibility achievement. The Group also prepares periodic reports on such related activities
to review the developments and to decide on the changes required if any.
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Ernst & Young Tel: +965 2295 5000
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P.O. Box 74 kuwait@kw.ey.com
18-20t Floor, Baitak Tower ey.com/mena

Ahmaed Al Jaber Street
Safat Square 13001, Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Gulf Insurance Group K.S.C.P. (the
“Parent Company”) and its subsidiaries (Collectively, the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2022, and the consolidated
statement of income, consolidated statement of comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2022, and
its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’
International Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code), and we have fulfilled our other ethical responsibilities in accordance
with the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current year. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. For each
matter below, our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of
the Financial Statements’ section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the financial statements. The results of our
audit procedures, including the procedures performed to address the matters below, provide the
basis for our audit opinion on the accompanying financial statements.

Ernst & Young Tel: +965 2295 5000
Al Aiban, Al Osaimi & Partners Fax: +965 2245 6419
P.O. Box 74 kuwait@kw.ey.com

: 18-20" Floor, Baitak Tower ey.com/mena
Ahmaed Al Jaber Street
Safat Square 13001, Kuwait
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Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters (continued)

a) Recoverability of receivables arising from insurance and reinsurance contracts

The receivables arising from insurance and reinsurance contracts are significant to the Group’s
consolidated financial statements at 31 December 2022. The determination as to whether a
receivable is collectable involves significant management judgment. Management considers
specific factors including the age of the balance, location of customers, existence of disputes,
recent historical payment patterns and any other available information concerning the
creditworthiness of counterparties. Management uses this information to determine whether a
provision for impairment is required either for a specific transaction or for a customer's balance
overall.

We determined this to be a key audit matter because it requires a high level of management
judgment, and due to the materiality of the amounts involved.

Our audit procedures included evaluating the ageing analyses of receivable balances where no
provision was recognised, to check that there were no indicators of impairment. This included
verifying if payments had been received subsequent to the year-end, reviewing historical payment
patterns and any correspondence with customers’ and other re-insurers on expected settlement
dates.

We selected a sample of the receivable balances where a provision for impairment of receivables
was recognised and understood the rationale behind management's judgment. In order to evaluate
the appropriateness of these judgments, we verified whether balances were overdue, the
customers’ and other re-insurers historical payment patterns and whether any post year-end
payments had been received up to the date of completing our audit procedures. We also obtained
corroborative evidence including correspondence supporting any disputes between the parties
involved, attempts by management to recover the amounts outstanding and on the credit status of
significant counterparties where available.

By performing the procedures mentioned above, we also assessed management's rationale where
provisions were recognised on transactions that were not overdue as at the reporting date.

In assessing the appropriateness of the overall provision for impairment, we also considered
management's policy for recognising provisions on doubtful receivables.

Further, we assessed the adequacy of the disclosures relating to the receivables arising from
insurance and reinsurance contracts given in Notes 12 and 13 to the consolidated financial
statements.
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Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters (continued)

b) Insurance and Reinsurance Technical Reserves

Insurance and reinsurance technical reserves include Outstanding Claims reserve (“OCR”),
Unearned Premiums Reserve (“UPR”), Life Mathematical Reserve (“LMR”) and Incurred But
Not Reported reserve (“IBNR”). As at 31 December 2022, the insurance and reinsurance
technical reserves are significant to the Groups total liabilities. As disclosed in Notes 2.6 and
13 to the consolidated financial statements, the determination of these reserves involves
significant judgment over uncertain future outcomes, including primarily the timing and
ultimate full settlement of long-term policyholder liabilities. The Group uses valuation models
to support the calculations of the insurance and reinsurance technical reserves. The complexity
of the models may give rise to errors as a result of inadequate/ incomplete data or the design or
application of the models.

Economic assumptions such as investment return and interest rates and actuarial assumptions
such as mortality, morbidity and customer behavior, along with Group’s historical claims data
are key inputs used to estimate these long-term liabilities. Due to the significance of estimation
uncertainty associated with the determination of the insurance and reinsurance technical
reserves, this is considered a key audit matter.

The Group uses the work of a management’s internal specialist, and an external independent
actuary, for the determination of insurance and reinsurance liabilities. Our audit procedures
focused on evaluating the competence, capabilities and objectivity of the management’s
specialist and the external independent actuary and evaluating their work, which involved
analyzing the rationale for the economic and actuarial assumptions used by the management
along with comparison to applicable industry benchmarks. We also used our internal actuarial
expert to assist us in evaluating the key inputs and assumptions.

In addition, we have performed test of controls in place, checked the design and the operating
effectiveness of key controls and assessed the validity of management’s insurance technical
reserve to obtain reasonable assurance that the liabilities are adequate as compared to the
expected future contractual obligations. Our work on the insurance technical reserve on a
sample basis included assessing the accuracy of the historical data used, and assumptions
adopted, and recalculating the non-life insurance technical reserves on a sample basis, in the
context of both the Group and industry experience and specific product features. Further, we
assessed the adequacy of the disclosures relating to these reserves given in Note 13 to the
consolidated financial statements.

Report on the Audit of the Consolidated Financial Statements (continued)

Other information included in the Group’s 2022 Annual Report

Management is responsible for the other information. Other information consists of the
information included in the Group’s Annual Report, other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and
we do not and will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the IFRSs, and for such internal control as management determines
is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial
statements.
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Report on the Audit of the Consolidated Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s’ report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards.

Report on the Audit of the Consolidated Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current
year and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the Parent Company
and the consolidated financial statements, together with the contents of the report of the Parent
Company’s Board of Directors relating to these consolidated financial statements, are in
accordance therewith. We further report that we obtained all the information and explanations
that we required for the purpose of our audit and that the consolidated financial statements
incorporate all information that is required by the Companies Law No 1 of 2016, as amended,
and its executive regulations, as amended, and by the Parent Company's Memorandum of
Incorporation and Articles of Association, as amended, that an inventory was duly carried out
and that, to the best of our knowledge and belief, no violations of the Companies Law No 1 of
2016, as amended, and its executive regulations, as amended, or of the Parent Company’s
Memorandum of Incorporation and Articles of Association, as amended, have occurred during
the year ended 31 December 2022 that might have had a material effect on the business of the
Parent Company or on its financial position.

We further report that, during the course of our audit, we have not become aware of any
violations of provisions of Law No 7 of 2010 concerning the Capital Markets Authority and its
related regulations during the year ended 31 December 2022 that might have had a material
effect on the business of the Parent Company or on its financial position.

~

ABDULKARIM AL SAMDAN
LICENCE NO. 208-A

EY

AL AIBAN, AL OSAIMI & PARTNERS

29 March 2023
Kuwait
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For the year ended 31 December 2022

Revenue
Premiums written
Reinsurance premiums ceded

Net premiums written
Movement in unearned premiums reserve
Movement in life mathematical reserve

Net premiums earned

Commission income on ceded reinsurance

Policy issuance fees

Net investment income from designated life insurance

Expenses

Claims incurred

Commission and discounts

Maturity and cancellations of life insurance policies
General and administrative expenses

Net underwriting income

Gain on remeasurement of a former associate from a step acquisition
Gain on bargain purchase from acquisition of subsidiaries
Impairment of goodwill

Net investment income

Finance costs

Amortization of intangible assets

Monetary Loss of hyperinflation

Net sundry income

Other charges:
Unallocated general and administrative expenses

PROFIT FOR THE YEAR BEFORE TAXATION AND DIRECTORS’
REMUNERATION

Contribution to KFAS

NLST

Zakat

Taxation from foreign subsidiaries

Directors’ remuneration

PROFIT FOR THE YEAR

Attributable to:
Equity holders of the Parent Company
Non-controlling interests

BASIC AND DILUTED EARNINGS PER SHARE ATTRIBUTABLE
TO EQUITY HOLDERS OF THE PARENT COMPANY

Notes

13

W oo N O

32

2022 2021
KD 000’s KD 000’s
(restated) *
831,667 548,498
(328,462) (280,648)
503,205 267,850
(28,940) 21,362
(8,037) (5,353)
466,228 283,859
44,339 20,810
3,335 2,956
1,450 3,026
515,352 310,651
319,076 194,464
63,008 35,959
2,340 4,118
45,360 34,509
429,784 269,050
85,568 41,601
- 25,787
- 23,460
- (3,933)
30,933 24,606
(3,646) (2,566)
(4,305) (1,437)
(16,690) -
7,868 6,766
99,728 114,284
(49,651) (30,665)
50,077 83,619
(480) (293)
(807) (522)
(261) (161)
(5,297) (5,956)
(185) (185)
43,047 76,502
38,182 72,599
4,865 3,903
43,047 76,502
134.56 fils 323.28 fils

*The prior year figures have been restated to reflect the impact of purchase price allocation (note 6).

The attached notes 1 to 32 form part of these consolidated financial statements.

For the year ended 31 December 2022

Profit for the year

Other comprehensive loss for the year
Items that will be reclassified to consolidated statement of income in
subsequent periods:
- Financial assets available for sale:
Net unrealised loss on investments available for sale
Net realised gain transferred to consolidated statement of income on sale
of investments available for sale
Transferred to consolidated statement of income on impairment of
investment available for sale

- Share of other comprehensive loss from associates
- Exchange differences on translation of foreign operations

Items that will not to be reclassified subsequently to consolidated
statement of income:
Revaluation of property and equipment

Other comprehensive loss for the year
Total comprehensive income for the year
Attributable to:

Equity holders of the Parent Company
Non-controlling interests

2022 2021
Notes KD 000’s KD 000’s
(restated) *
43,047 76,502
(1,962) (1,582)
3 (5,054) (4,958)
3 1,536 647
(5,480) (5,893)
7 (873) 186
(11,861) (10,078)
(18,214) (15,785)
5 4,147 113
(14,067) (15,672)
28,980 60,830
26,334 59,699
2,646 1,131
28,980 60,830

*The prior year figures have been restated to reflect the impact of purchase price allocation (note 6).

The attached notes 1 to 32 form part of these consolidated financial statements.
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For the year ended 31 December 2022 W . o ow & o N ® &
2022 2021 LS 33 S 2 - =] g ' I
Notes KD 000’s KD 000’s S5gge 7| *T ¢ ¢ o
ASSETS (restated)* ST
Property and equipment 5 49,215 47,497 I_2.82 - -
Investment in associates 7 41,655 43,297 EER 52 s ' ' S =
Goodwill 8 33,233 32,706 g IS = © & g
Intangible assets 9 40,918 45,771 SR3N
Investment properties 9,300 10,493 “ _ P L
Financial instruments: —=q 2 =8 ¥ F@m @ S8 & B
. S22 © A= o Mmoot oo S 3
Investments held to maturity 47,156 51,221 §S8 o e = g o Y o £
Debt securities (loans) 15,420 10,435 £ S” o e o
Investments available for sale 10 273,162 261,749
Investments carried at fair value through profit or loss 11 49,310 48,469 S mEm @ o S & S oS -
Loans secured by life insurance policies 481 499 2 S I 2 = =8 < 2. 28 |8
Premiums and insurance balances receivable 12 235,095 227,692 SE g 2 q S s < ae =
Reinsurance recoverable on outstanding claims and incurred but not reported 13 151,897 216,638 = e
Other assets 14 112,437 70,860 5§ wn - _ . w
Long term deposits 15 66,196 74,373 = S8 . g S S . . . D 2
Cash and cash equivalents 16 220,529 231,601 ~§ 2 2 N iy « e =
8§ SN
4
TOTAL ASSETS 1,346,004 1,373,301 caBfes o a = ~ ~
HIF SS T < ES K O O
$53588% VL By =
EOUITY AND LIABILITIES E §g §@ < < o o N
EOUITY S K
Share capital 17 28,457 28,457 A z _ _ =
Share premium 17 50,947 50,947 N 2 ‘§- g La a § § o L §
Treasury shares 17 (429) (429) § 25882 — | o =)
Treasury shares reserve 3,099 3,099 %‘ é %‘)% S
Statutory reserve 17 27,835 23,843 © S R
Voluntary reserve 17 38,416 34,424 $ vos =) o I
Effect of changes in ownership interest of Subsidiaries (2,837) (2,337) x j;J £ST S =2 <
Other reserve (637) (481) 2 SRS 2
Cumulative changes in fair value reserve (1,825) 1,135 ? g
Foreign currency translation adjustments (47,392) (35,433) 3 =58% g8 = S g
Revaluation reserve 17,738 14,667 £ 3 g :3 ;§ § H 3 B Y DR é =t
Retained earnings 115,609 95,809 Sk 3k g = 2
N = 8 <
N “ Q
Equity_attributable to equity holders of the Parent Company 228,981 213,201 § Doy <8 - %
Subordinated perpetual Tier 2 bonds 18 60,000 60,000 S 583 T L S o
Non-controlling interests 75,832 76,310 E § 8 @ « “ “ sa
S v
Total equity 364,813 349,511 A T 3 2 . s_:f
LIABILITIES St = 5
Liabilities arising from insurance contracts: 2 &E)
Outstanding claims reserve and incurred but not reported reserve (gross) 13 367,059 432,931 . 2 2 § % § é £
Unearned premiums reserve (net) 13 196,809 167,596 §33 Se ! o Y D I (= g
Life mathematical reserve (net) 13 56,572 56,161 g R @ 2 g
Additional reserve (net) 13 2,601 2,594 s e 5 5 = =
o 51190 o 2 o S 3 <
Total liabilities arising from insurance contracts 623,041 659,282 m RSN e =
Premiums received in advance 3,895 3,216 o SN - 8 é
Insurance payable 19 191,297 178,639 N 523 S S8 3
C oy e L SIS =N = =
Other liabilities 20 104,881 107,169 [} S58% s ' L R (3 [ 2
Term loans 21 58,077 75,484 'g “ 58 2 =
=
8 _ 2 S = [ 8 ‘g
TOTAL LIABILITIES 981,191 1,023,790 [ § IS~ . 2, . D . L L I (= =)
o 5558 & &1 2 E
TOTAL EQUITY AND LIABILITIES 1,346,004 1,373,301 H X < S
7] o
o I Ba)
*The prior year figures have been restated to reflect the impact of purchase price allocation (note 6). 3 . ’fg g g ¢ ::) 8 ED 2
51 2 o -] - o =
3 qE o T 3.52% & £ i, S 3 g
;_ Qg 9 2§ 28888 o g2 Sz 5 O e
Farqad A. Al-Sane o 2% § 5§75 §.2Ea488£%¥ 28 E 2 -
Chai > 82 § >%£ f$EzS5:2E8Z%5 g-E 8 S =2
airman @ E2¢€ 24 28585 E5E8?588z2-E_S&w a2 & 8
£ S%f SFs5e Ee2EERESEES TS o o £
p= =85 —HICE SESZEEESELedg8E T £ g
= 588 SZEBES FISTEEc5828522E § H =
i 1 (@] w 2.2 w2 o= & sSg2L0Eogo5Z2s28 - * ~
The attached notes 1 to 32 form part of these consolidated financial statements. L <ET <2£8° ETRE*<ZESECERC 4
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By — a « oo o T n o o & | =
S 4 3 & 2= S &¥ a =3 g &a
S v & » S S T o s TS
E Q = o~ = o o < &) x
S X
S - e . P For the year ended 31 December 2022
=35 S R E| 8. . % & &8. §|§
§§38 & © & - 5 €
=539 2022 2021
Notes KD 000’s KD 000’s
3¢ S o OPERATING ACTIVITIES
S85s "o ' "o S ' ' [ 8 Profit before taxation and directors’ remuneration 50,077 83,619
S ia S S 8 Adjustments for:
~§ 28 @ Depreciation of property and equipment and right-of-use assets 3,005 2,135
“a = Amortization of intangible assets 4,305 1,437
L. 2 2 ’g 28 g g § = Net Provision fqr doubtful debts 12 - 11,811
s % R oz NS ! B S Net investment income 3 (32,757) (27,511)
2SS = © Z © v Q b= Impairment losses of financial assets available for sale 3 1,536 647
3 @ Gain on remeasurement of a former associate from a step acquisition 6 - (25,787)
Gain on bargain purchase from acquisition of subsidiaries - (23,460)
A & & 5@ & Impairment of goodwill 8 - 3,933
S ¥ S a % ' ' 5 ' ' ISR 3 Share of results from associates 7 (799) 427)
g § z 5 & IN =5 K Change in fair value of investment properties 3 363) 51
X SN Finance costs 3,646 2,566
< _ _ Monetary loss from hyperinflation 16,690 -
£+2 B | 2 g
5§58 3 3| & oo oo e 45,340 29,014
§ $ a - - Changes in operating assets and liabilities:
= Investments carried at fair value through profit or loss 1,491 (9,803)
£§8. @ e = f Premiums and insurance balances receivable (7,403) (19,448)
5 g“é § g 8 0] S ! Y ! ' A ) Reinsurance recoverable on outstanding claims 64,741 95912
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Independent Auditor's Report To The Shareholders

Of Gulf Insurance Group K.s.c.p.

For the year ended 31 December 2022
1 CORPORATE INFORMATION

The consolidated financial statements of Gulf Insurance Group K.S.C.P. (the “Parent Company”) and subsidiaries
(the “Group”) for the year ended 31 December 2022 were authorised for issue in accordance with a resolution of
the directors on 29 March 2023. The ordinary general assembly of the shareholders of the Parent Company has the
power to amend these consolidated financial statements after issuance.

The Parent Company was incorporated as a Kuwaiti Shareholding Company in accordance with the Amiri Decree
No. 25 of 9 April 1962 and is listed on Boursa Kuwait. The Parent Company's objectives include all types of
insurance, indemnities, compensations and investing its capital and assets in various financial and real estate
investments, both locally and abroad.

The Parent Company is 46.32% (2021: 45.99%) owned by Kuwait Projects Company Holding K.S.C. and 43.69%
(2021: 43.43%) by Fairfax Middle East Limited Company.

The address of the Parent Company’s registered office is Khaled Ibn Al-Waleed Street, KIPCO Tower, Floor No
40, Office No 1 & 2, Shark, Kuwait City P.O. Box 1040 Safat, 13011 State of Kuwait.

The Group employs 3,831 employees as at 31 December 2022 (2021: 2,377 employees).
2.1 BASIS OF PREPARATION

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

The consolidated financial statements have been prepared on a historical cost convention except for the
measurement at fair value of investments carried at fair value through profit or loss, investments available for sale,
investment properties and land and buildings.

The consolidated financial statements are presented in Kuwaiti Dinars which is the functional and reporting
currency of the Parent Company.

Financial assets and financial liabilities are offset, and the net amount reported in the consolidated statement of
financial position only when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liability simultaneously. Income and expense
will not be offset in the consolidated statement of income unless required or permitted by any accounting standard
or interpretation, as specifically disclosed in the accounting policies of the Group.

2.2  BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Parent Company and its
subsidiaries as at 31 December 2022.Subsidiaries are investee that the Group has control over.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains
control, and continue to be consolidated until the date when such control ceases. Control is achieved when the
Group is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to
affect those returns through its power over the investee.

Specifically, the Group controls an investee if and only if the Group has:
Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of
the investee);
Exposure, or rights, to variable returns from its involvement with the investee; and
The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power over an investee, including:

The contractual arrangement with the other vote holders of the investee

Rights arising from other contractual arrangements

Parent’s Company voting rights and potential voting rights

For the year ended 31 December 2022

2.2 BASIS OF CONSOLIDATION (continued)

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and
expenses of a subsidiary acquired or disposed of during the year are included in the consolidated statement of
comprehensive income from the date the Group gains control until the date the Group ceases to control the
subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the
parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Group’s accounting policies. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions between members of the Group are eliminated in full on
consolidation.

The financial statements of the subsidiaries are prepared for the same reporting period as the Parent Company,
using consistent accounting policies. All intra-group balances, transactions, unrealised gains and losses resulting
from intra-group transactions and dividends are eliminated in full.

Total comprehensive income within a subsidiary is attributed to the non-controlling interest even if that results in
a deficit balance. A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as
an equity transaction. If the Group loses control over a subsidiary, it:

Derecognises the assets (including goodwill) and liabilities of the subsidiary;

Derecognises the carrying amount of any non-controlling interests;

Derecognises the cumulative translation differences recorded in equity;

Recognises the fair value of the consideration received;

Recognises the fair value of any investment retained;

Recognises any surplus or deficit in the consolidated statement of income;

Reclassifies the parent’s share of components previously recognised in other comprehensive income to

consolidated statement of income or retained earnings, as appropriate.

2.3 CHANGE IN ACCOUNTING POLICY AND DISCLOSURES

New and amended accounting policies, standards and interpretations

The accounting policies adopted in the preparation of the consolidated financial statements are consistent with
those followed in the preparation of the Group’s annual consolidated financial statements for the year ended 31
December 2021, except for the adoption of new standards effective as of 1 January 2022. The Group has not early
adopted any other standard, interpretation or amendment that has been issued but is not yet effective. The
adoption of these standards did not have material impact on the financial performance or consolidated financial
position of the Group.

Reference to the Conceptual Framework — Amendments to IFRS 3

In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference to the Conceptual
Framework. The amendments are intended to replace a reference to the Framework for the Preparation and
Presentation of Financial Statements, issued in 1989, with a reference to the Conceptual Framework for Financial
Reporting issued in March 2018 without significantly changing its requirements. The amendments add an
exception to the recognition principle of IFRS 3 Business Combinations to avoid the issue of potential ‘day 2’
gains or losses arising for liabilities and contingent liabilities that would be within the scope of IAS 37 Provisions,
Contingent Liabilities and Contingent Assets or I[FRIC 21 Levies, if incurred separately. The exception requires
entities to apply the criteria in IAS 37 or IFRIC 21, respectively, instead of the Conceptual Framework, to
determine whether a present obligation exists at the acquisition date.

The amendments also add a new paragraph to IFRS 3 to clarify that contingent assets do not qualify for
recognition at the acquisition date.
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2.3 CHANGE IN ACCOUNTING POLICY AND DISCLOSURES (continued)

Reference to the Conceptual Framework — Amendments to IFRS 3 (continued)

In accordance with the transitional provisions, the Group applies the amendments prospectively, i.e., to business
combinations occurring after the beginning of the annual reporting period in which it first applies the amendments
(the date of initial application).

These amendments had no impact on the consolidated financial statements of the Group as there were no
contingent assets or liabilities within the scope of these amendments that arose during the period.

Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS 16

In May 2020, the TASB issued Property, Plant and Equipment — Proceeds before Intended Use, which prohibits
entities from deducting from the cost of an item of property, plant and equipment, any proceeds from selling items
produced while bringing that asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognises the proceeds from selling such items, and the costs
of producing those items, in profit or loss.

In accordance with the transitional provisions, the Group applies the amendments retrospectively only to items of
PP&E made available for use on or after the beginning of the earliest period presented when the entity first applies
the amendment (the date of initial application).

These amendments had no impact on the consolidated financial statements of the Group as there were no sales of
such items produced by property, plant and equipment made available for use on or after the beginning of the
earliest period presented.

IFRS 9 Financial Instruments — Fees in the ’10 per cent’ test for derecognition of financial liabilities

As part of its 2018-2020 annual improvements to [FRS standards process the IASB issued amendment to IFRS 9.
The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified
financial liability are substantially different from the terms of the original financial liability. These fees include
only those paid or received by the borrower and the lender, including fees paid or received by either the borrower
or lender on the other’s behalf. An entity applies the amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual reporting period in which the entity first applies the
amendment.

In accordance with the transitional provisions, the Group applies the amendment to financial liabilities that are
modified or exchanged on or after the beginning of the annual reporting period in which the entity first applies the
amendment (the date of initial application). These amendments had no impact on the consolidated financial
statements of the Group

Other amendments to IFRSs which are effective for annual accounting period starting from 1 January 2022 did
not have any material impact on the accounting policies, financial position or performance of the Group.

The Group has not early adopted any standards, interpretations or amendments that have been issued but are not
yet effective.

2.4 STANDARDS ISSUED BUT NOT YET EFFECTIVE

A number of new standards, amendments to standard interpretations which are effective for annual periods
beginning or after 1 January 2023 have not been early adopted in the preparation of the Group consolidated
financial statements. None of these are expected to have a significant impact on the consolidated financial
statements of the Group except for the followings:

For the year ended 31 December 2022

2.4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
In September 2016, the IASB issued amendments to IFRS 4 to address issues arising from the different effective
dates of IFRS 9 and the new insurance contracts standard (IFRS 17).

The amendments introduce two alternative options of applying IFRS 9 for entities issuing contracts within the scope
of IFRS 4: a temporary exemption; and an overlay approach. The temporary exemption enables eligible entities to
defer the implementation date of IFRS 9 for annual periods beginning before 1 January 2022 and continue to apply
IAS 39 to financial assets and liabilities. An entity may apply the temporary exemption from IFRS 9 if: (i) it has not
previously applied any version of IFRS 9, other than only the requirements for the presentation of gains and losses
on financial liabilities designated as FVPL; and (ii) its activities are predominantly connected with insurance on its
annual reporting date that immediately precedes 1 April 2016. The overlay approach allows an entity applying IFRS
9 to reclassify between profit or loss and other comprehensive income an amount that results in the profit or loss at
the end of the reporting period for certain designated financial assets being the same as if an entity had applied IAS
39 to these designated financial assets.

An entity can apply the temporary exemption from IFRS 9 for annual periods beginning on or after 1 January 2018.
An entity may start applying the overlay approach when it applies IFRS 9 for the first time.

During 2017, the Group performed an assessment of the amendments and reached the conclusion that its activities
are predominantly connected with insurance as at 31 December 2022. The Group intends to apply the temporary
exemption from IFRS 9 and, therefore, continues to apply IAS 39 to its financial assets and liabilities in its reporting
period starting on 1 January 2018.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 brings together all three
aspects of the accounting for financial instruments project: classification and measurement, impairment and hedge
accounting. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early application
permitted. Except for hedge accounting, retrospective application is required but providing comparative information
is not compulsory. For hedge accounting, the requirements are generally applied prospectively, with some limited
exceptions.

During 2017, the Group performed an impact assessment of all three aspects of IFRS 9. This preliminary assessment
is based on currently available information and may be subject to changes arising from further detailed analyses or
additional reasonable and supportable information being made available to the Company in the future. Overall, the
Group expects no significant impact on its consolidated statement of financial position, consolidated statement of
income or consolidated statement of comprehensive income except for the effect of applying the impairment
requirements of IFRS 9. The Group expects a higher loss allowance resulting in a negative impact on equity and will
perform a detailed assessment in the future to determine the extent. The Group meets the eligibility criteria of the
temporary exemption from IFRS 9 and intends to defer the application of IFRS 9 until the effective date of the new
insurance contracts standard (IFRS 17) of annual reporting periods beginning on or after 1 January 2023 applying the
temporary exemption from applying IFRS 9 as introduced by the amendments (see below).

Key requirements of IFRS 9:

All recognised financial assets that are within the scope of IFRS 9 are required to be subsequently measured at
amortised cost or fair value. Specifically, debt investments that are held within a business model whose objective is
to collect the contractual cash flows, and that have contractual cash flows that are solely payments of principal and
interest on the principal outstanding are generally measured at amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding, are generally
measured at fair value through other comprehensive income (FVOCI). All other debt investments and equity
investments are measured at their fair value at the end of subsequent accounting periods. In addition, under IFRS 9,
entities may make an irrevocable election to present subsequent changes in the fair value of an equity investment
(that is not held for trading, nor contingent consideration recognised by an acquirer in a business combination) in
other comprehensive income, with only dividend income generally recognised in profit or loss.
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STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

requires that the amount of change in the fair value of a financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive income, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss. Changes in fair value
attributable to a financial liability’s credit risk are not subsequently reclassified to profit or loss. Under IAS 39, the
entire amount of the change in the fair value of the financial liability designated as fair value through profit or loss is

presented in profit or loss.
credit losses and changes in those expected credit losses at each reporting date to reflect changes in credit risk since

initial recognition. In other words, it is no longer necessary for a credit event to have occurred before credit losses are

recognised.
hedge accounting, specifically broadening the types of instruments that qualify for hedging instruments and the types

With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9
In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model, as opposed to an
incurred credit loss model under IAS 39. The expected credit loss model requires an entity to account for expected
The new general hedge accounting requirements retain the three types of hedge accounting mechanisms currently
available in IAS 39. Under IFRS 9, greater flexibility has been introduced to the types of transactions eligible for
of risk components of non-financial items that are eligible for hedge accounting. In addition, the effectiveness test
has been overhauled and replaced with the principle of an ‘economic relationship’. Retrospective assessment of
hedge effectiveness is also no longer required. Enhanced disclosure requirements about an entity’s risk management
activities have also been introduced.

IFRS 9 Financial Instruments (continued)
Key requirements of IFRS 9 (continued)

2.4
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2.4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 9 Financial Instruments (continued)

b) Impairment

Financial assets measured at amortised cost, receivables arising from reinsurance contracts and premium accruals,
reinsurance recoverable on outstanding claims and other receivables will be subject to the impairment provisions of
IFRS 9.

The Group expects to apply the simplified approach to recognise lifetime expected credit losses for its receivables as
permitted by IFRS 9.

The Group anticipates that the application of the expected credit loss model of IFRS 9 will result in earlier
recognition of credit losses for the respective items and will increase the amount of loss allowance recognised for
these items.

Hedge accounting

IFRS 9’s hedge accounting requirements are designed to align the accounting more closely to the risk management
framework; permit a greater variety of hedging instruments; and remove or simplify some of the rule-based
requirements in IAS 39. The elements of hedge accounting: fair value, cash flow and net investment hedges are
retained.

The new hedge accounting requirements will align more closely with the Company’s risk management policies.
When initially applying IFRS 9, the Group has the option to continue to apply the hedge accounting requirements of
IAS 39 instead of the requirements in IFRS 9. However, the Group determined that any hedge relationships that
would currently be designated in effective hedging relationships would continue to qualify for hedge accounting
under IFRS 9. The Group does not anticipate that the application of the IFRS 9 hedge accounting requirements will
have a material impact on the Group’s consolidated financial statements.

c) Disclosure

IFRS 9 also introduces expanded disclosure requirements and changes in presentation. These are expected to change
the nature and extent of the Group’s disclosures about its consolidated financial instruments particularly in the year
of the adoption of IFRS 9.

Overall, the Group performed a high-level impact assessment of all three aspects of IFRS 9. This preliminary
assessment is based on currently available information and may be subject to changes arising from further detailed
analyses or additional reasonable and supportable information being made available to the Group in the future.
Overall, the Management of the Parent Company concluded that the impact is not material on its consolidated
statement of financial position, consolidated statement of income or consolidated statement of comprehensive
income.

Transition Impact
The Group plans to adopt IFRS 9 using a modified retrospective approach and therefore shall not restate the
comparative financial statements

IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts, a comprehensive new accounting standard for insurance
contracts covering recognition and measurement, presentation and disclosure, which replaces IFRS 4 Insurance
Contracts.

In contrast to the requirements in IFRS 4, which are largely based on grandfathering previous local accounting
policies for measurement purposes, IFRS 17 provides a comprehensive model (the general model) for insurance
contracts, supplemented by the variable fee approach for contracts with direct participation features that are
substantially investment-related service contracts, and the premium allocation approach mainly for short-duration
which typically applies to certain non-life insurance contracts.

The main features of the new accounting model for insurance contracts are, as follows:

» The measurement of the present value of future cash flows, incorporating an explicit risk adjustment,
remeasured every reporting period (the fulfilment cash flows).

» A Contractual Service Margin (CSM) that is equal and opposite to any day one gain in the fulfilment cash
flows of a group of contracts. The CSM represents the unearned profitability of the insurance contracts and is
recognised in profit or loss over the service period (i.e., coverage period).

» Certain changes in the expected present value of future cash flows are adjusted against the CSM and thereby
recognised in profit or loss over the remaining contractual service period.
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2.4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 17 Insurance Contracts (continued)

» The effect of changes in discount rates will be reported in either profit or loss or other comprehensive
income, determined by an accounting policy choice.

» The recognition of insurance revenue and insurance service expenses in the profit or loss based on the
concept of services provided during the period.

» Amounts that the policyholder will always receive, regardless of whether an insured event happens (non-
distinct investment components) are not presented in the income statement, but are recognised directly on the
balance sheet.

» Insurance services results (earned revenue less incurred claims) are presented separately from the insurance
finance income or expense.

» Extensive disclosures to provide information on the recognised amounts from insurance contracts and the
nature and extent of risks arising from these contracts.

IFRS 17 is effective for annual reporting periods beginning on or after 1 January 2023, with comparative figures
required. Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on or before the date it
first applies IFRS 17. Retrospective application is required. However, if full retrospective application for a group of
insurance contracts is impracticable, then the entity is required to choose either a modified retrospective approach or
a fair value approach.

The Group plans to adopt the new standard on the required effective date together with IFRS 9. The Group started a
project to implement IFRS 17 and has been performing a high-level impact assessment of IFRS 17. The Group
expects that the new standard will result in an important change to the accounting policies for insurance contract
liabilities of the Group and is likely to have a significant impact on profit and total equity together with presentation
and disclosure.

Transition Impact

Upon adoption of IFRS 17 and IFRS 9, the Group expects certain changes in classification of financial assets and
financial liabilities and related reclassification between retained earnings and fair value reserve. The impact of the
changes will affect the Group equity.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for
classifying liabilities as current or non-current. The amendments clarify:

What is meant by a right to defer settlement;

That a right to defer must exist at the end of the reporting period;

That classification is unaffected by the likelihood that an entity will exercise its deferral right;

That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a
liability not impact its classification.

v v e w

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and must be applied
retrospectively. The Group is currently assessing the impact the amendments will have on current practices.

Amendments to IAS 8: Definition of Accounting Estimates

In February 2021, the IASB issued amendments to IAS 8, in which it introduces a definition of ‘accounting
estimates’. The amendments clarify the distinction between changes in accounting estimates and changes in
accounting policies and the correction of errors. Also, they clarify how entities use measurement techniques and
inputs to develop accounting estimates.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and apply to
changes in accounting policies and changes in accounting estimates that occur on or after the start of that period.
Earlier application is permitted as long as this fact is disclosed.

The amendments are not expected to have a material impact on the Group’s financial statements.

Amendments to IAS 1 and IFRS Practice Statement 2: Disclosure of Accounting Policies

In February 2021, the IASB issued amendments to IAS 1 and IFRS Practice Statement 2 Making Materiality
Judgements, in which it provides guidance and examples to help entities apply materiality judgements to accounting
policy disclosures. The amendments aim to help entities provide accounting policy disclosures that are more useful
by replacing the requirement for entities to disclose their ‘significant’ accounting policies with a requirement to
disclose their ‘material’ accounting policies and adding guidance on how entities apply the concept of materiality in
making decisions about accounting policy disclosures.




Independent Auditor's Report To The Shareholders

Of Gulf Insurance Group K.s.c.p.

For the year ended 31 December 2022

2.4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

The amendments to IAS 1 are applicable for annual periods beginning on or after 1 January 2023 with earlier
application permitted. Since the amendments to the Practice Statement 2 provide non-mandatory guidance on the
application of the definition of material to accounting policy information, an effective date for these amendments is
not necessary.

The Group is currently revisiting their accounting policy information disclosures to ensure consistency with the
amended requirements.

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Product classification

Insurance contracts

Insurance contracts are those contracts when the Group (the insurer) has accepted significant insurance risk from
another party (the policyholders) by agreeing to compensate the policyholders if a specified uncertain future event
(the insured event) adversely affects the policyholders. As a general guideline, the Group determines whether it has
significant insurance risk, by comparing benefits paid with benefits payable if the insured event did not occur.

Investment contracts

Investment contracts are those contracts that transfer significant financial risk. Financial risk is the risk of a possible
future change in one or more of a specified interest rate, security price, commodity price, foreign exchange rate,
index of price or rates, a credit rating or credit index or the other variable.

Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of its
lifetime, even if the insurance risk reduces significantly during this period, unless all rights and obligations are
extinguished or expire. Investment contracts can however be reclassified as insurance contracts after inception if
insurance risk becomes significant.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as
the aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-
controlling interest in the acquiree. For each business combination, the Group elects whether it measures the non-
controlling interest in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable
net assets. Acquisition costs incurred are expensed and included in general and administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree is re-measured to fair value at the acquisition date through consolidated statement of
income.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration that is deemed to be an asset or liability
will be recognized in accordance with TAS 39 either in consolidated statement of income or as a change to other
comprehensive income. If the contingent consideration is classified as equity, it will not be re-measured.

Subsequent settlement is accounted for within equity. In instances where the contingent consideration does not
fall within the scope of IAS 39, it is measured in accordance with the appropriate IFRS.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interest over the net identifiable assets acquired and liabilities assumed.

If this consideration is lower than the fair value of the net assets of the subsidiary acquired, the difference is
recognised in consolidated statement of income.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of
the Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other
assets or liabilities of the acquiree are assigned to those units.

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the
goodwill associated with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured
based on the relative values of the operation disposed of and the portion of the cash-generating unit retained.

Revenue recognition
Premiums earned
Premiums are taken into income over the terms of the policies to which they relate on a pro-rata basis except certain
long-term policies (construction and engineering) and marine cargo policies for which,
e [ast three months premium at a reporting date is considered as unearned in respect of marine cargo.
o Pre-defined calculation for Engineering class of business for risks undertaken that extend beyond a single
year. In accordance with this calculation, lower premiums are earned in the first year which gradually
increases towards the end of the tenure of the policy; and

Unearned premiums represent the portion of premiums written relating to the unexpired period of coverage. The
change in the provision for unearned premiums is taken to the consolidated statement of income in order that
revenue is recognised over the period of risk.

Commissions earned and paid
Commissions earned and paid are recognised at the time of recognition of the related premiums.

Policy issuance fees

Insurance and investment contract policyholders are charged for policy administration services, investment
management services, surrenders and other contract fees. These fees are recognised as revenue over the period in
which the related services are performed. If the fees are for services provided in future periods, then they are
deferred and recognised over those future periods.

Interest income
Interest income is recognised using the effective interest rate method.

Dividend income
Dividend income is recognised when the right to receive payment is established.

Rental income
Rental income is recognised on a straight-line basis over the term of the lease.

Realised gains and losses
Realised gains and losses include gain and loss on financial assets and are calculated as the difference between net
sales proceeds and the carrying value and are recorded on occurrence of the sale transactions.

Claims

Claims, comprising amounts payable to contract holders and third parties and related loss adjustment expenses,
net of salvage and other recoveries, are charged to consolidated statement of income as incurred. Claims comprise
the estimated amounts payable, in respect of claims reported to the Group and those not reported at the reporting
date.

The Group generally estimates its claims based on previous experience. Independent loss adjusters normally
estimate property claims. In addition, a provision based on management’s judgement and the Group’s prior
experience is maintained for the cost of settling claims incurred but not reported at the reporting date.

Any difference between the provisions at the reporting date and settlements and provisions for the following year
is included in the underwriting account of that year.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Policy acquisition costs

Commissions paid to intermediaries and other (incremental) direct costs incurred in relation to the acquisition and
renewal of insurance contracts are capitalised as an intangible asset. The Deferred policy Acquisition Costs (DAC)
are subsequently amortised over the term of the insurance contracts to which they relate, similar to the pattern as
premiums are earned.

An impairment review is performed at each reporting date or more frequently when an indication of impairment
arises. When the recoverable amounts is less than the carrying value an impairment loss is recognised in the
consolidated statement of income. DAC is also considered in the liability adequacy test for each reporting period.

DAC are derecognised when the related contracts are settled or disposed of.

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to
risks and returns that are different from those of other business segments. A geographical segment is engaged in
providing products or services within a particular economic environment that are subject to risks and return that are
different from those of segments operating in other economic environments.

Liability adequacy test

At each reporting date the Group assesses whether its recognised insurance liabilities are adequate using current
estimates of future cash flows under its insurance contracts. If that assessment shows that the carrying amount of its
insurance liabilities (less related deferred policy acquisition costs) is inadequate in light of estimated future cash
flows, the entire deficiency is immediately recognised in the consolidated statement of income and an unexpired risk
provision is created.

The Group does not discount its liability for unpaid claims as substantially all claims are expected to be paid within
one year of the reporting date.

Reinsurance contracts held

In order to minimise financial exposure from large claims the Group enters into agreements with other parties for
reinsurance purposes. Claims receivable from reinsurers are estimated in a manner consistent with the claim liability
and in accordance with the reinsurance contract. These amounts are shown as “reinsurance recoverable on
outstanding claims” in the consolidated statement of financial position until the claim is paid by the Group. Once the
claim is paid the amount due from the reinsurers in connection with the paid claim is transferred to “premiums and
insurance balances receivables”.

Premiums on reinsurance assumed are recognised as revenue in the same manner as they would be if the reinsurance
were considered direct business, considering the product classification of the reinsured business.

At each reporting date, the Group assesses whether there is any indication that a reinsurance asset may be impaired.
Where an indicator of impairment exists, the Group makes a formal estimate of recoverable amount. Where the
carrying amount of a reinsurance asset exceeds its recoverable amount the asset is considered impaired and is written
down to its recoverable amount.

Ceded reinsurance arrangements do not relieve the Group from its obligations to policyholders.

The Group also assumes reinsurance risk in the normal course of business for life insurance and non-life insurance
contracts when applicable. Premiums and claims on assumed reinsurance are recognised as income and expenses in
the same manner as they would be if the reinsurance were considered direct business, taking into account the product
classification of the reinsured business. Reinsurance liabilities represent balances due to reinsurance companies.
Amounts payable are estimated in a manner consistent with the associated reinsurance contract.

Premiums and claims are presented on a gross basis for both ceded and assumed reinsurance.

Reinsurance assets or liabilities are derecognised when the contractual rights are extinguished or expire or when the
contract is transferred to another party
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2:5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation

Kuwait Foundation for the Advancement of Sciences (KFAS)

The Group calculates the contribution to KFAS at 1% of profit for the year in accordance with the modified
calculation based on the Foundation’s Board of Directors resolution, which states that the transfer to statutory reserve
should be excluded from profit for the period when determining the contribution.

National Labour Support Tax (NLST)

The Group calculates the NLST in accordance with Law No. 19 of 2000 and related resolutions at 2.5% of taxable
profit for the year. As per the law, income from associates and subsidiaries, cash dividends from listed companies
which are subjected to NLST have been deducted from the profit for the year.

Zakat
Contribution to Zakat is calculated at 1% of the profit of the Group in accordance with the Ministry of Finance
resolution No. 58/2007 effective from 10 December 2007.

Taxation on overseas subsidiaries
Taxation on overseas Subsidiaries is calculated on the basis of the tax rates applicable and prescribed according to
the prevailing laws, regulations and instructions of the countries where these subsidiaries operate.

Property and equipment

Land and buildings are measured at fair value less accumulated depreciation on buildings and impairment losses
recognised at the date of revaluation. Land is not depreciated. Valuations are performed with sufficient frequency to
ensure that the carrying amount of a revalued asset does not differ materially from its fair value. A revaluation
surplus is recorded in OCI and credited to the asset revaluation surplus in equity. However, to the extent that it
reverses a revaluation deficit of the same asset previously recognised in consolidated statement of income, the
increase is recognised in profit and loss. A revaluation deficit is recognised in the consolidated statement of
consolidated statement of income, except to the extent that it offsets an existing surplus on the same asset recognised
in the asset revaluation reserve.

An annual transfer from the asset revaluation reserve to retained earnings is made for the difference between
depreciation based on the revalued carrying amount of the asset and depreciation based on the asset’s original cost.
Additionally, accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of
the asset and the net amount is restated to the revalued amount of the asset. Upon disposal, any revaluation reserve
relating to the particular asset being sold is transferred to retained earnings.

Furniture and fixtures, motor vehicles and leasehold improvements are stated at cost less accumulated depreciation
and any impairment in value.

Depreciation is provided on a straight-line basis over the useful lives of the following classes of assets:

Buildings 20-50 years
Leasehold improvements Upto7 years
Computers 3-5 years
Furniture and fixtures 1-5 years
Equipment 3-4 years
Motor vehicles 1-4 years

Investment in associates

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control over
those policies.

The considerations made in determining significant influence are similar to those necessary to determine control
over subsidiaries. The Group’s investment in associates is accounted for using the equity method.

Under the equity method, the investment in an associate is initially recognised at cost. The carrying amount of the
investment is adjusted to recognise changes in the Group’s share of net assets of the associate since the acquisition
date. Goodwill relating to the associate is included in the carrying amount of the investment and is not tested for
impairment separately.
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255 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment in associates (continued)

The consolidated statement of income reflects the Group’s share of the results of operations of the associate. Any
change in OCI of those investees is presented as part of the Group’s OCI. In addition, when there has been a
change recognised directly in the equity of the associate, the Group recognises its share of any changes, when
applicable, in the consolidated statement of changes in equity. Unrealised gains and losses resulting from
transactions between the Group and the associate are eliminated to the extent of the interest in the associate.

The aggregate of the Group’s share of profit or loss of an associate is shown on the face of the consolidated
statement of income and represents profit or loss after tax and non-controlling interests in the subsidiaries of the
associate.

The financial statements of the associate are prepared for the same reporting period as the Group. When
necessary, adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group’s investment in its associates. At each reporting date, the Group determines whether
there is any objective evidence that the investment in the associate is impaired. If there is such evidence, the
Group calculates the amount of impairment as the difference between the recoverable amount of the associate and
its carrying value and then recognises the amount in the consolidated statement of income.

Upon loss of significant influence over the associate, the Group measures and recognises any retained investment
at its fair value. Any difference between the carrying amount of the associate upon loss of significant influence
and the fair value of the retained investment and proceeds from disposal is recognised in the consolidated
statement of income.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value as at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.
Internally generated intangible assets, excluding capitalised software development costs, are not capitalised and
expenditure is reflected in the consolidated statement of income in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at each financial year end. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset is
accounted for by changing the amortisation period or method, as appropriate, and treated as changes in accounting
estimates.

Amortization is provided on a straight-line basis over the useful lives of the following classes of assets and is
recognised in the consolidated statement of income:

Computer software 4 Years
Distribution network 12 Years
Customer relation 5 Years
license for life insurance business Indefinite life

Intangible assets with indefinite useful lives are not amortised but are tested for impairment annually or more
frequently if events or change in circumstances indicate the carrying value may be impaired, either individually or at
the cash generating unit level. The useful life of an intangible asset with an indefinite life is reviewed annually to
determine whether indefinite life assessment continues to be supportable. If not, the change in the useful life
assessment from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the consolidated statement of income
when the asset is derecognised.

Goodwill
Accounting policy relating to goodwill is documented in the accounting policy “Business combinations and
goodwill”.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment properties

Investment properties are initially measured at cost, including transaction costs. Subsequent to initial recognition,
investment properties are stated at fair value, which reflects market conditions at the reporting date that is
determined based on valuation performed by an independent valuer using valuation methods consistent with the
nature and usage of the investment properties. Gains or losses arising from changes in the fair value of investment
properties are included in the consolidated statement of income in the year in which they arise.

Investment properties are derecognised when either they have been disposed of or when the investment properties
is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains or
losses on the retirement or disposal of investment properties are recognised in consolidated statement of income in
the year of retirement or disposal.

Transfers are made to or from investment property only when there is a change in use. For a transfer from
investment property to owner-occupied property, the deemed cost for subsequent accounting is the fair value at
the date of change in use. If owner-occupied property becomes an investment property, the Group accounts for
such property in accordance with the policy stated under property and equipment up to the date of change in use.

Leases

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment
losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of
lease liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement
date less any lease incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset
at the end of the lease term, the recognised right-of-use assets are depreciated on a straight-line basis over the shorter
of'its estimated useful life and the lease term. Right-of-use assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Group and payments of penalties for terminating a lease, if
the lease term reflects the Group exercising the option to terminate. The variable lease payments that do not depend
on an index or a rate are recognised as expense in the period in which the event or condition that triggers the payment
occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable.

After the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in the in-substance fixed lease payments or a change in the
assessment to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that have a
lease term of 12 months or less from the commencement date and do not contain a purchase option). It also applies
the lease of low-value assets recognition exemption to leases that are considered of low value. Lease payments on
short-term leases and leases of low-value assets are recognised as expense on a straight-line basis over the lease term.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or CGU’s fair value less costs of
disposal and its value in use. The recoverable amount is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets.

Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and
is written down to its recoverable amount.




Independent Auditor's Report To The Shareholders

Of Gulf Insurance Group K.s.c.p.

For the year ended 31 December 2022

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets (continued)

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs of disposal, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation model is used. These calculations are corroborated by
valuation multiples, quoted share prices for publicly traded companies or other available fair value indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations, which are prepared
separately for each of the Group’s CGUs, to which the individual assets are allocated. These budgets and forecast
calculations generally cover a period of five years. For longer periods, a long-term growth rate is calculated and
applied to project future cash flows after the fifth year.

Impairment losses are recognised in the consolidated statement of income.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
Group makes an estimate of the asset’s or CGU’s recoverable amount. A previously recognised impairment loss is
reversed only if there has been a change in the estimates used to determine the asset’s recoverable amount since the
last impairment loss was recognised. If that is the case, the carrying amount of the asset is increased to its
recoverable amount. That increased amount cannot exceed the carrying amount that would have been determined,
net of amortisation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised
in the consolidated statement of income.

The following criteria are also applied in assessing impairment of goodwill:

Goodwill
Goodwill is tested for impairment annually and when circumstances indicate that the carrying value may be
impaired.

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating units, to which
the goodwill relates. Where the recoverable amount of the cash-generating units is less than their carrying amount, an
impairment loss is recognised.

Previously recorded impairment losses for goodwill are not reversed in future periods.

Financial assets

Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss,
loans and receivables, held to maturity investments, financial asset available for sale, or as derivatives designated
as hedging instruments in an effective hedge, as appropriate. The Group determines the classification of its
financial assets at initial recognition.

Financial assets are recognised initially at fair value plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation
or convention in the marketplace (regular way trades) are recognised on the trade date, i.e., the date that the Group
commits to purchase or sell the asset.

The Group’s financial assets include investments held to maturity, debt securities (loans), investments available
for sale, investments carried at fair value through profit or loss, loans and other receivables time deposits and cash
and cash equivalents.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Investments held to maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held to
maturity when the Group has the intention and ability to hold until maturity. After initial measurement, held to
maturity financial assets are measured at amortised cost, using the effective interest rate, less impairment. The
effective interest rate, amortisation is included in ‘net investment income’ in the consolidated statement of
income. Gains and losses are recognised in the consolidated statement of income when the investments are
derecognised or impaired, as well as through the amortisation process.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. These investments are initially recognised at cost, being the fair value of the consideration
paid for the acquisition of the investment. All transaction costs directly attributable to the acquisition are also
included in the cost of the investment. After initial measurement, loans and receivables are measured at amortised
cost, using the effective interest rate, less allowance for impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and fee or costs that are an integral part of the effective interest
rate.

The effective interest rate amortisation is included in ‘net investment income’ in the consolidated statement of
income. Gains and losses are recognised in the consolidated statement of income when the investments are
derecognised or impaired, as well as through the amortisation process.

Investments available for sale

Investments available for sale are those non-derivative financial assets that are designated as available for sale or
are not classified as “loans and receivables”. After initial measurement, investments available for sale are
subsequently measured at fair value with unrealised gains or losses recognised as other comprehensive income
until the investment is derecognised, at which time the cumulative gain or loss is recognised in other
comprehensive income, or determined to be impaired, at which time the cumulative loss is reclassified to the
consolidated statement of income. Investments available for sale whose fair value cannot be reliably measured are
carried at cost less impairment losses, if any.

Investments carried at fair value through profit or loss

Investments carried at fair value through profit or loss include financial assets held for trading and those
designated at fair value through consolidated statement of income at inception. Investments typically bought for
the purpose of selling in the near term are classified as held for trading. For investments designated as at fair value
through consolidated statement of income, the following criteria must be met:

the designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise from
measuring the assets or liabilities or recognising gains or losses on a different basis, or

the assets and liabilities are part of a group of financial assets, financial liabilities or both which are managed
and their performance evaluated on a fair value basis, in accordance with a documented risk management or
investment strategy.

These investments are initially recorded at fair value. Subsequent to initial recognition, these investments are
remeasured at fair value.

Fair value adjustments and realised gain and loss are recognised in the consolidated statement of income.

Receivables
Accounts receivable are stated at their face value less impairment losses or provision for doubtful accounts.

Cash and cash equivalents
For the purpose of the consolidated statement of cash flow, cash and cash equivalent consist of cash on hand and
at banks and short term deposits and call accounts.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial assets (continued)
Subsequent measurement (continued)

Short- and long-term deposits

Short-term deposits comprise of time deposits with banks with maturity periods of more than three months and
less than one year from the date of acquisition. Long-term deposits represent time deposits with maturity periods
of more than one year from the date of placement.

De-recognition of financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised when:
a) The rights to receive cash flows from the asset have expired;
b) The Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in
full without material delay to a third party under a ‘pass through’ arrangement; or
¢) The Group has transferred its rights to receive cash flows from the asset and either has transferred
all the risks and rewards of the asset, or has neither transferred nor retained substantially all
the risks and rewards of the asset but has transferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor
retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is
recognised to the extent of the Group’s continuing involvement in the asset.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

In that case, the Group also recognises an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Group has retained.

Impairment of financial assets

The Group assesses at each reporting date whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and
only if, there is objective evidence of impairment as a result of one or more events that has occurred after the
initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of
impairment may include indications that the debtors or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy
or other financial re-organisation and where observable data indicate that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Investments available for sale
For investments available for sale, the Group assesses at each reporting date whether there is objective evidence
that an investment or a group of investments is impaired.

In the case of equity investments classified as available for sale, objective evidence would include a significant or
prolonged decline in the fair value of the investment below its cost. ‘Significant’ is evaluated against the original
cost of the investment and ‘prolonged’ against the period in which the fair value has been below its original cost.
Where there is evidence of impairment, the cumulative loss - measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that investment previously recognised in the
consolidated statement of income - is removed from other comprehensive income and recognised in the
consolidated statement of income. Impairment losses on equity investments are not reversed through the
consolidated statement of income; increases in their fair value after impairment are recognized directly in other
comprehensive income.

Fair values of financial instruments and further details as to how they are measured are provided in Note 30.

For the year ended 31 December 2022

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities
Financial liabilities consist of insurance payable and certain items under other payables are derecognised when the
obligation under the liability is discharged, cancelled or expired.

Initial recognition and measurement
Financial liabilities are initially recognised at fair value.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification, as follows:

Insurance payables

Insurance payables are recognised when due and measured on initial recognition at the fair value of the
consideration received less directly attributable transaction costs. Subsequent to initial recognition, they are
measured at amortised cost using the effective interest rate method.

De-recognition of financial liabilities

A financial liability is derecognised when the obligation specified in the contract is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated
as a derecognition of the original liability and the recognition of a new liability, and the difference in the
respective carrying amounts is recognised in the consolidated statement of income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset, and the net amount is reported in the consolidated statement of
financial position and only if, there is a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis, or to realize the assets and settle the liabilities simultaneously. Income
and expense will not be offset in the consolidated statement of income unless required or permitted by any
accounting standard or interpretation, as specifically disclosed in the accounting policies of the Group.

Fair value measurement
For those assets and liabilities carried at fair value, the Group measures fair value at each reporting date. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place either:

In the principal market for the asset or liability, or

In the absence of a principal market, in the most advantageous market for the asset or liability

The Group must be able to access the principal or the most advantageous market at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs significant to the fair value measurement as a whole:
Level 1 Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable
Level 3 Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by re-assessing categorization
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of each
reporting period.

Investments with no reliable measure of their fair value and for which no fair value information could be obtained
are carried at their initial cost less impairment in value.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Outstanding claims reserve

Outstanding claims comprise the estimated cost of claims incurred and reported but not settled at the reporting
date. Provisions for reported claims not paid as at the reporting date are made on the basis of individual case
estimates.

Any difference between the provisions at the reporting date and settlements and provisions in the following year is
included in the underwriting account for that year.

Unearned premium reserve

The reserve for unearned premiums includes premiums received for risks that have not yet expired. Generally, the
reserve is released over the term of the contract and is recognised as premium income, except for certain:

* Last three months premium at a reporting date is considered as unearned in respect of marine cargo.

* Pre-defined calculation for Engineering class of business for risks undertaken that extend beyond a single year.
In accordance with this calculation, lower premiums are earned in the first year which gradually increases towards
the end of the tenure of the policy.

Life mathematical reserve
The reserve for the life business at the reporting date represents the mathematical liability of policies in force at
that date as determined by the Group’s actuaries.

Incurred but not reported reserve
The incurred but not reported reserve includes amounts reserved for claims incurred but not reported at the
financial position date in addition to other contingencies and any differences that may arise. Provision based on
management’s judgement and the Group’s prior experience is maintained for the cost of settling claims incurred
but not reported at the reporting date.

End of service indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labour Law, employee contracts and
applicable labour laws in the countries where the subsidiaries operate. This liability, which is unfunded, represents
the amount payable to each employee as a result of involuntary termination on reporting date. With respect to its
national employees, the Group makes contributions to the Public Institution for Social Security calculated as a
percentage of the employees’ salaries. The Group’s obligations are limited to these contributions which are
expensed when due.

Treasury shares

Treasury shares consist of the Parent Company’s own shares that have been issued, subsequently reacquired by
the Group and not yet reissued or cancelled. The treasury shares are accounted for using the cost method. Under
the cost method, the weighted average cost of the shares reacquired is charged to a contra equity account. When
the treasury shares are reissued, gains are credited to a separate account in equity (Treasury shares reserve) which
is not distributable. Any realised losses are charged to the same account to the extent of the credit balance on that
account. Any excess losses are charged to retained earnings then reserves. Gains realised subsequently on the sale
of treasury shares are first used to offset any previously recorded losses in the order of reserves, retained earnings
and the gain on sale of treasury shares account. No cash dividends are paid on these shares. The issue of bonus
shares increases the number of treasury shares proportionately and reduces the average cost per share without
affecting the total cost of treasury shares.

Foreign currency transactions

The Group’s consolidated financial statements are presented in Kuwaiti Dinars, which is also the Parent
Company’s functional currency. Each entity in the Group determines its own functional currency and items
included in the consolidated financial statements of each entity are measured using that functional currency. The
Group has elected to recycle the gain or loss that arises from the direct method of consolidation, which is the
method the Group uses to complete its consolidation.

i) Transactions and balances
Transactions in foreign currencies are initially recorded by the Group entities at their respective functional
currency spot rates at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency spot
rate of exchange at the reporting date.

For the year ended 31 December 2022

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currency transactions (Continued)

All differences arising on settlement or translation of monetary items are taken to the consolidated statement of
income with the exception of monetary items that are designated as part of the hedge of the Group’s net
investment of a foreign operation. These are recognised in other comprehensive income until the net investment is
disposed, at which time, the cumulative amount is reclassified to the consolidated statement of income. Tax
charges and credits attributable to exchange differences on those monetary items are also recorded in other
comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined. The gain or loss
arising on retranslation of non-monetary items is treated in line with the recognition of gain or loss on change in
fair value of the item (i.e., translation differences on items whose fair value gain or loss is recognised in other
comprehensive income or consolidated statement of income is also recognised in other comprehensive income or
consolidated statement of income, respectively).

ii) Group companies

On consolidation, assets and liabilities of foreign operations are translated into Kuwaiti dinars at the rate of
exchange prevailing at the reporting date and their statements of income are translated at exchange rates
prevailing at the dates of the transactions. The exchange differences arising on translation for consolidation are
recognised in other comprehensive income. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is recognised in the consolidated statement of
income.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign
operation and translated at the closing rate.

Other reserve
Other reserve is used to record the effect of changes in ownership interest in subsidiaries, without loss of control.

Contingencies
Contingent liabilities are not recognised in the consolidated financial statements. They are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote.

A contingent asset is not recognised in the consolidated financial statements but disclosed when an inflow of
economic benefits is probable.

2.6 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:

Valuation of unquoted equity investments
Valuation of unquoted equity investments is normally based on one of the following:
recent arm’s length market transactions;
current fair value of another instrument that is substantially the same;
the expected cash flows discounted at current rates applicable for items with similar terms and risk
characteristics; or
other valuation models.

Non-life insurance contract liabilities (Insurance technical reserves)

For non-life insurance contracts, estimates have to be made both for the expected ultimate cost of claims reported
at the reporting date, provision for outstanding claims (OCR) and for the expected ultimate cost of claims incurred
but not yet reported at the reporting date (IBNR). It can take a significant period of time before the ultimate claims
cost can be established with certainty and for some type of policies. The ultimate cost of outstanding claims is
estimated by using a range of standard actuarial claims projection techniques.




Independent Auditor's Report To The Shareholders

Of Gulf Insurance Group K.s.c.p.

For the year ended 31 December 2022

2.6 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (Continued)
Estimation uncertainty (Continued)

Non-life insurance contract liabilities (Insurance technical reserves) (Continued)

The main assumption underlying these techniques is that the Group’s past claims development experience can be
used to project future claims development and hence ultimate claims costs. As such, these methods extrapolate the
development of paid and incurred losses, average costs per claim and claim numbers based on the observed
development of earlier years and expected loss ratios. Historical claims development is mainly analysed by
accident years, but can also be further analysed by geographical area, as well as by significant business lines and
claim types.

Large claims are usually separately addressed, either by being reserved at the face value of loss adjustor estimates
or separately projected in order to reflect their future development. In most cases, no explicit assumptions are
made regarding future rates of claims inflation or loss ratios. Instead, the assumptions used are those implicit in
the historic claims development data on which the projections are based. Additional qualitative judgment is used
to assess the extent to which past trends may not apply in future, (for example to reflect one-off occurrences,
changes in external or market factors such as public attitudes to claiming, economic conditions, levels of claims
inflation, judicial decisions and legislation, as well as internal factors such as portfolio mix, policy conditions and
claims handling procedures) in order to arrive at the estimated ultimate cost of claims that present the likely
outcome from the range of possible outcomes, taking account of all the uncertainties involved. A margin for
adverse deviation may also be included in the liability valuation.

Claims requiring court or arbitration decisions are estimated individually. Independent loss adjusters normally
estimate property claims. Management reviews its provisions for claims incurred, and claims incurred but not
reported, on a quarterly basis.

Life insurance contract liabilities (Life mathematical reserve)

The main assumptions used relate to mortality, morbidity, longevity, investment returns, expenses, lapse and
surrender rates and discount rates. The Group base mortality and morbidity tables on standard industry and
national tables which reflect historical experiences, adjusted when appropriate to reflect the Group’s unique risk
exposure, product characteristics, target markets and own claims severity and frequency experiences. For those
contracts that insure risk to longevity, prudent allowance is made for expected future mortality improvements, but
epidemics, as well as wide ranging changes to life style, could result in significant changes to the expected future
mortality exposure.

Reinsurance
The Group is exposed to disputes with, and possibility of defaults by, its reinsurers. The Group monitors on a
quarterly basis the evolution of disputes with and the strength of its reinsurers.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the
‘value in use’ of the cash-generating units to which the goodwill is allocated. Estimating a value in use amount
requires management to make an estimate of the expected future cash flows from the cash-generating unit and
also to choose a suitable discount rate in order to calculate the present value of those cash flows.

Impairment of receivables

An estimate of the collectible amount of accounts receivable is made when collection of part of or the full amount is
no longer probable. For individually significant amounts, this estimation is performed on an individual basis.
Amounts which are not individually significant, but which are past due, are assessed collectively and a provision
applied according to the length of time past due, based on historical recovery rates.

Judgment

In the process of applying the Group’s accounting policies, management has made the following judgments, apart
from those involving estimations, which have the most significant effect in the amounts recognised in the
consolidated financial statements:

Classification of investments

Management decides on acquisition of an investment whether it should be classified as available for sale or
investments carried at fair value through profit or loss or held to maturity investments. The Group classifies
investments as carried at fair value through profit or loss if the fair value can be reliably determined. The Group
classifies investment as “held to maturity” if they meet the relevant criteria for each classification. All other
investments are classified as available for sale.

For the year ended 31 December 2022

2.6 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (Continued)
Judgment (Continued)

Impairment of investments

The Group treats investments available for sale as impaired when there has been a significant or prolonged decline in
the fair value below its cost or where other objective evidence of impairment exists. The determination of what is
“significant” or “prolonged” requires considerable judgement. In addition, the Group evaluates other factors,
including normal volatility in share price for quoted equities and the future cash flows and the discount factors for
unquoted equities.

Classification of real estate

Management decides on acquisition of a real estate whether it should be classified as trading or investment property.
The Group classifies property as property held for sale if it is acquired principally for sale in the ordinary course of
business. The Group classifies property as investment property if it is acquired to generate rental income or for
capital appreciation, or for undetermined future use.

3. NET INVESTMENT INCOME

Net investment income for the year from life and medical insurance segments, analysed by category, is as follows:

Investments
Debt carried at fair  Time and
securities  value through call 2022 2021
(loans) profit or loss deposits Total Total

KD 000°s KD 000°s KD 000°s KD 000°s KD 000’s

Realised gain - 2,071 - 2,071 1,921
Unrealised (loss) gain - (1,145) - (1,145) 750
Dividend income - 55 - 55 47
Interest income 208 - 116 324 354
Other investment income - 213 - 213 4
Total investment income 208 1,194 116 1,518 3,076
Financial charges and other expenses - (68) - (68) (50)
Total investment expense - (68) - (68) (50)
Net investment income 208 1,126 116 1,450 3,026
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6. BUSINESS COMBINATION

6.1  Acquisition of AXA Insurance B.S.C.C
On 29 November 2020, the Parent Company has entered into a sale and purchase agreement to acquire 100%
equity interest of AXA Insurance B.S.C.C (a Closed Joint Stock Company located at Kingdom of Bahrain)
(AXA Gulf) for a total consideration of USD 409,564,005 (equivalent to KD 123,196,853).

The Acquisition date has been determined to be 6 September 2021, when the Parent Company has evidenced
its control over AXA Gulf.

The Group completed the Purchase Price Allocation (“PPA”) exercise during the year ended 31 December
2022 and accordingly the 2021 comparative information was restated to reflect the PPA adjustment to the
provisional amounts.

Fair value
recognized after
Provisional values  Adjustments adjustment
KD 000’s KD 000’s KD 000’s
Assets
Property and equipment 9,426 - 9,426
Investment properties 1,626 - 1,626
Investments in associates 24,286 - 24,286
Right-of-use assets 759 - 759
Reinsurance recoverable on outstanding claims and incurred but not
reported 13,638 - 13,638
Premiums and insurance balances receivable 59,061 - 59,061
Other assets 20,392 - 20,392
Intangible assets* - 24,591 24,591
Investments available for sale 114,251 - 114,251
Investments carried at fair value through profit or loss 6,690 - 6,690
Time deposits 14,543 - 14,543
Cash and cash equivalents 77,705 - 77,705
342,377 24,591 366,968
Liabilities
Outstanding claims reserve and incurred but not reported reserve
(gross) 72,580 - 72,580
Unearned premiums reserve (net) 82,866 - 82,866
Life mathematical reserve (net) 23,918 - 23,918
Additional reserve (net) 1,473 - 1,473
Premiums received in advance 9,862 - 9,862
Insurance payable 16,521 - 16,521
Other liabilities 13,091 - 13,091
220,311 - 220,311
Net assets acquired 122,066 24,591 146,657
Purchase consideration transferred 123,197 - 123,197
Goodwill (gain on bargain purchase) 1,131 (24,591) (23,460)
Cash flow on
acquisition
Cash paid 123,197
Less: net cash acquired in subsidiary acquired (77,705)

Net cash outflow 45,492

*Upon completion of the PPA, the Group recognized definite intangible assets which represents distribution
network and customer relationship with total amount of KD 23,564 thousand and KD 1,027 thousand respectively
(Note 9).

For the year ended 31 December 2022

6.

BUSINESS COMBINATION (continued)

6.2 Step acquisition of AXA Cooperative Insurance Company

a)

On 6 September 2021, AXA Insurance B.S.C.C (a Closed Joint Stock Company located at Kingdom of
Bahrain) (AXA Gulf) had acquired additional 18% equity interest in AXA Cooperative Insurance Company
(a Saudi Joint Stock Company) (AXA KSA) which was previously held as an investment in associate with an
effective equity holding of 32%, resulting in total effective equity holding of 50% in AXA KSA.

As this transaction met the criteria of IFRS 3 business combination for the business combination achieved in
stages, AXA Gulf reclassified its investment in AXA KSA to investment in subsidiary since it obtained
control, and consolidated AXA KSA from the effective date of control. AXA Gulf has elected to measure the
non-controlling interest in the acquirees at the proportionate share of its interest in the acquirees’ identifiable
net assets.

The Group completed the Purchase Price Allocation (“PPA”) exercise during the year ended 31 December
2022 and accordingly the 2021 comparative information was restated to reflect the PPA adjustment to the
provisional amounts.

Fair value
Provisional recognized after
values Adjustments adjustment
KD 000’s KD 000’s KD 000’s

Assets
Property and equipment 2,404 - 2,404
Right-of-use assets 1,753 - 1,753
Reinsurance recoverable on outstanding claims and incurred
but not reported 16,496 - 16,496
Premiums and insurance balances receivable 28,772 - 28,772
Other assets 14,558 - 14,558
Intangible assets* - 20,401 20,401
Investment held to maturity 11,130 - 11,130
Investments available for sale 93,735 - 93,735
Time deposits 13,692 - 13,692
Cash and cash equivalents 62,039 - 62,039

244,579 20,401 264,980
Liabilities
Outstanding claims reserve and incurred but not reported
reserve (gross) 86,083 - 86,083
Unearned premiums reserve (net) 47,055 - 47,055
Insurance payable 4,708 - 4,708
Other liabilities 34,926 - 34,926

172,772 - 172,772
Net assets acquired 71,807 20,401 92,208
Less: Non-controlling interest (35,903) (10,200) (46,103)
Proportionate share of fair value of the acquirer’s previously
held interest** (49,980) - (49,980)
Consideration paid (17,513) - (17,513)
Goodwill (Note 8) 31,589 (10,201) 21,388

Cash flow
on acquisition

Consideration paid by cash (17,513)
Less: net cash acquired in subsidiary acquired 62,039

Net cash inflow (44,526)
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6. BUSINESS COMBINATION (continued)

6.2 Step acquisition of AXA Cooperative Insurance Company (continued)

Upon completion of the PPA, the Group recognized definite intangible assets which represents distribution
network and customer relationship with total amount of KD 16,163 thousand and KD 4,238 thousand respectively
(Note 9).

**Upon additional acquisition of 18% stake and obtaining control, the Group has fair valued its previously held
interest in AXA KSA which resulted in a gain with an amount of USD 85,500,203 (equivalent to KD 25,786,861)
that has been recorded in the consolidated statement of income for the year ended 31 December 2021.

e INVESTMENT IN ASSOCIATES

The Group has the following investment in associates:

Country of Percentage of
incorporation ownership Principal Activity
2022 2021
Al-Buruj Co-Operative Insurance Company Kingdom of
(A Saudi Public Stock Company) (“Al-Buruj) Saudi Arabia 28.5% 28.5%  Insurance
Al-Argan International Real Estate Company K.S.C.P.
(Al-Argan) Kuwait 20% 20%  Real Estate
United Arab
Alliance Insurance Company P.S.C. (“Alliance”) Emirates 20% 20%  Insurance
Egyptian Takaful Property and Liability S.A.E. Egypt 25% 25%  Insurance
United Networks Company K.S.C. (Closed) Kuwait 17% 17%  Communication & Broadcasting
Algeria Gulf Life Insurance Company (“AGLIC”) Algeria 42.5% 42.5%  Insurance
Health 360 Ancillary Service Company W.L.L. Third party administration -
(“H-3607) Bahrain 33.5% 33.5%  Claims
The movement of the investment in associates during the year is as follows:
2022 2021
KD 000°s KD 000’s
Carrying value at 1 January 43,297 43,451
Additions - 36
Dividends received 969) (524)
Share of results of associates (Note 3) 799 427
Share of other comprehensive (loss) income of associates (873) 186
Foreign currency translation adjustments (599) 279)
Carrying value at 31 December 41,655 43,297
Summarised financial information of material associates of the Group is as follows:
Al-Buruj Al-Argan Alliance Others 2022 2021
KD 000’s KD 000’s KD 000’s KD 000’s KD 000°s KD 000
Share of associates’ financial
position:
Assets 19,827 46,681 23,966 24,870 115,344 113,
Liabilities 10,797 30,760 15,147 19,940 76,644 73,
Share of the associates’ net assets 9,030 15,921 8,819 4,930 38,700 40,
Goodwill 995 - 1,784 176 2,955 2,
Carrying value 10,025 15,921 10,603 5,106 41,655 43,
Share of associates’ revenues
and net profit:
Revenues 6,923 1,143 926 3,057 12,049 5,

Net profit (768) 419 550 598 799

8. GOODWILL

.A = = e

Goodwill has been allocated to individual cash-generating units. The carrying amount of goodwill allocated to
each of the cash-generating units is shown below:

Arab Misr Insurance Group Company S.A.E.
Bahrain Kuwaiti Insurance Company B.S.C.
Arab Orient Insurance Company J.S.C.

Dar Al-Salam Insurance Company

Egypt Life Takaful Insurance Company S.A.E.

AXA Cooperative Insurance Company (Note 6.2)

Gulf Sigorta A.S.

Movement on goodwill during the year is as follows:

As at 1 January

Addition arising from business combination
Impairment

Foreign currency translation adjustments

As at 31 December

2022 2021
KD 000’s KD 000’s
308 308
2,626 2,626
5,292 5,292
604 604
168 168
22,062 21,535
2,173 2,173
33,233 32,706
2022 2021
KD 000’s KD 000’s
32,706 15,104
- 21,535
- (3,933)
527 -
33,233 32,706

The Group performed its annual impairment test in December 2022. The Group considers the relationship between
its market capitalisation and its book value, among other factors, when reviewing for indicators of impairment. As
at 31 December 2022, the market capitalisation of the Group was above the book value of its equity,. Based on its
assessment the management concluded that no impairment loss is required to be recognized during the current year

ended 31 December 2022.

9. INTANGIBLE ASSETS

Distribution Customer Indefinite
Networks Relationships  Insurance Life
License
KD 000’s KD 000’s KD 000’s
Cost:
As at 1 January 2022 39,727 5,265 2,216
Exchange differences (504) 67) 25
As at 31 December 2022 39,223 5,198 2,241
Accumulated depreciation:
As at 1 January 2022 1,090 347 -
Charge for the year 3,265 1,039 -
Exchange differences 2 1 -
As at 31 December 2022 4,357 1,387 -
Net carrying amount:
As at 31 December 2022 34,866 3,811 2,241

Total

KD 000°s

47,208
(546)

46,662

1,437
4,304

5,744

40,918
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9. INTANGIBLE ASSETS (continued)

For the year ended 31 December 2022

12.  PREMIUMS AND INSURANCE BALANCES RECEIVABLE

Indefinite
Distribution Customer Insurance 2022 ) 2021 ,
Networks Relationships ~ Life License Total KD 000’s KD 000’s
KD 000’s KD 000’s KD 000’s KD 000’s Policyholders’ accounts receivable
Cost: Premiums’ receivable 232,604 227,777
As at 1 January 2021 - - 2,231 2,231 Insured debts receivable - 1,629
Arising from business combination (Note 6) 39,727 5,265 - 44,992
Exchange differences - - (15) (15) . 232,604 229,406
Provision for doubtful debts (21,603) (20,368)
As at 31 December 2021 39,727 5,265 2,216 47,208
Net policyholders’ accounts receivable 211,001 209,038
Accumulated depreciation: 2022 2021
Charge for the year 1,090 347 - 1,437 KD 000’s KD 000’s
Insurance and reinsurers’ accounts receivable
As at 31 December 2021 1,090 347 - 1,437 Reinsures’ receivables 30,026 23,969
Provision for doubtful debts (5,932) (5,315)
Net carrying amount:
As at 31 December 2021 38,638 4918 2,216 45,771 Net insurance and reinsurers’ accounts receivable 24,094 18,654
Total premiums and insurance balances receivable 235,095 227,692
10. INVESTMENTS AVAILABLE FOR SALE
2022 2021 . . . o ..
KD 000’s KD 000’s The Group’s terms of business require amounts to be paid within the underwriting year, and as such these
receivables are remeasured at cost. Arrangements with the reinsurance companies normally require settlement on a
Quoted equity securities 31,399 25,654 guatierly basis.
Unquoted equity securities 8,775 8,242 . . . . , . .
Quoted managed funds 4,583 5.906 Movements in the allowance for impairment of policyholders’ accounts receivable were as follows:
Quoted bonds 228,322 221,298 2022 2021
Unquoted managed funds 83 649 KD 000°s KD 000’s
MRl 20l 10 As at 1 January 20,368 13,319
Net provision charged for the year 1,133 7,366
.\ Forei translation adjustment 102 317
Impairment loss of KD 1,536 thousand (2021: KD 647 thousand) has been made against unquoted securities on B ' TS HHOR SAJUSHHEHEES (317)
which there has been a significant or prolonged decline in fair value below cost. As at 31 December 21,603 20,368
11. INVESTMENTS CARRIED AT FAIR VALUE THROUGH PROFIT OR LOSS
2022 2021 The aging of premiums and insurance balances receivable presented in credit risk Note 26.e.1.
KD 000’s KD 000’s . . . , .
Held for trading: Movements in the allowance for insurance and reinsurers’ accounts receivable were as follows:
Quoted securities 7,328 7,158
2022 2021
Designated upon initial recognition: KD 000’s KD 000’s
Managed funds of quoted securities 41,982 41,311
As at 1 January 5,315 2,790
49,310 48,469 Net provision charged for the year 504 2,534
Foreign currency translation adjustments 113 ©)
As at 31 December 5,932 5,315

K 0 ...
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14. OTHER ASSETS

2022 2021
KD 000’s KD 000’s

Accrued interest income 5,189 5,788
Commission income receivables 19,486 -
Refundable claims 1,149 5,103
Advance towards acquisition of investment 7,531 6,678
Deferred acquisition cost (DAC) 32,904 18,614
Qard Hassan (Note 29) 10,894 7,353
Prepaid expenses and others 35,284 27,324

112,437 70,860

15. LONG TERM DEPOSITS
Term deposits of KD 66,196 thousand (2021: KD 74,373 thousand) are placed with local and foreign banks and
carry an average effective interest rate ranging from 1.75% to 5.85% (2021: from 2% to 7.5%) per annum. Term

deposits mature after one year.

16. CASH AND CASH EQUIVALENTS

2022 2021
KD 000’s KD 000’s
Cash on hand and at banks 66,919 51,066
Short term deposits and call accounts 153,610 180,535
220,529 231,601

As at 31 December 2022, certain bank balances amounting to KD 1,005 million (31 December 2021: KD Nil)
have been restricted for the purpose of outstanding legal cases.

17. EQUITY, DIVIDENDS AND RESERVES
a) Share capital

The authorised share capital of the Parent Company comprises of 350,000,000 shares (31 December 2021:
350,000,000) of 100 fils each. The issued and fully paid-up share capital consists of 284,572,458 shares (31
December 2021: 284,572,458) of 100 fils each.

b) Share premium
The share premium account is not available for distribution.

¢) Cash dividends and directors’ remuneration

Proposed dividends for 2022

At the Board of Directors meeting held on 29 March 2023, the directors of the Parent Company proposed
distribution of a cash dividend of KD 15,323 thousand for the year ended 31 December 2022 which represents 54%
of paid-up share capital. The proposed dividend is subject to the approval of the shareholders at the General
Assembly meeting.

Dividends for 2021

The Ordinary Annual General Assembly meeting of the Parent Company’s shareholders held on 6 April 2022,
approved the Board of Director’s proposal for distributing cash dividends to the shareholders of 35 fils per share
with total amount of KD 9,931 thousand for the year ended 31 December 2021.

17. EQUITY, DIVIDENDS AND RESERVES (continued)

Interim Dividends for 2021

The extraordinary Annual General Assembly of the Parent Company’s shareholders held on 21 November 2021
approved to amend article No. (56) of the article of association by granting the board of directors the authorization
for proposing and approving distribution of either cash or in-kind dividend on annual and semi-annual basis for the
year ended 31 December 2021. At the Board of Directors meeting held on 22 November 2021, the directors of the
Parent Company proposed and approved distribution of a cash dividends amounting to KD 20,146 thousand for nine
months period ended 30 September 2021, which represents 71% of paid-up share capital.

Directors’ remuneration

Directors’ remuneration of KD 185 thousand for the year ended 31 December 2022 is subject to approval by the
Ordinary Annual General Assembly of the Parent Company’s shareholders. Directors' remuneration of KD 185
thousand for the year ended 31 December 2021 was approved by the Ordinary Annual General Assembly of the
Parent Company’s shareholders held on 6 April 2022.

d) Treasury shares

2022 2021
Number of shares (share) 821,396 821,396
Percentage of issued shares (%) 0.29% 0.29%
Cost (KD 000’s) 429 429
Market value (KD 000’s) 834 878

Reserves equivalent to the cost of the treasury shares held are not available for distribution.

e) Statutory reserve

In accordance with the Companies’ Law, and the Parent Company’s Memorandum of Incorporation and Articles
of Association, a minimum of 10% of the profit for the year attributable to the equity holders of the Parent
Company before KFAS, NLST, Zakat and board of directors’ remuneration shall be transferred to the statutory
reserve based on the recommendation of the Parent Company’s board of directors. The annual general assembly
of the Parent Company may resolve to discontinue such transfer when the reserve exceeds 50% of the issued share
capital. The reserve may only be used to offset losses or enable the payment of a dividend up to 5% of paid-up
share capital in years when profit is not sufficient for the payment of such dividend due to absence of distributable
reserves. Any amounts deducted from the reserve shall be refunded when the profits in the following years
suffice, unless such reserve exceeds 50% of the issued share capital.

f) Voluntary reserve

In accordance with the Companies’ Law, and the Parent Company’s Memorandum of Incorporation and Articles
of Association, a minimum of 10% of the profit for the year attributable to the equity holders of the Parent
Company before KFAS, NLST, Zakat and board of directors’ remuneration shall be transferred to the voluntary
reserve. Such annual transfers may be discontinued by a resolution of the shareholders’ general assembly upon a
recommendation by the Board of Directors. There are no restrictions on the distribution of this reserve.

18. SUBORDINATED PERPETUAL TIER 2 BONDS

On 10 November 2021, the Parent Company issued perpetual subordinated Tier 2 fixed and floating rate bonds
composed of KD 30 million at a fixed interest rate of 4.5% and KD 30 million at floating interest rate of 2.75%
above Central Bank of Kuwait discount rate (the “Tier 2 bonds”).

The Tier 2 bonds constitute direct, unconditional, subordinated obligations of the Parent Company and are
classified as equity in accordance with IAS 32: Financial Instruments — Classification. The Tier 2 bonds do not
have a maturity date. They are redeemable by the Parent Company after 5 years.

The Fixed Rate Tier 2 bonds will bear interest from the Issue Date to the First Reset Date at a fixed rate of 4.5%
per annum payable semi-annually in arrears on 10 May and 10 November in each year, commencing on 10 May
2021. Interest treated as a deduction from equity.
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The Floating rate Tier 2 bonds will bear interest at a rate of 2.75% over the CBK Discount Rate per annum
provided however that such sum shall never exceed the prevailing Interest Rate attributable to the Fixed Rate
Tranche Bonds at that time plus 1%, payable semi-annually in arrears on 10 May and 10 November in each year,
commencing on 10 May 2021. Interest treated as a deduction from equity.

The Group operates in two segments, general risk insurance and life and medical insurance; there are no inter-
segment transactions. Following are the details of those two primary segments:

The general risk insurance segment offers general insurance to individuals and businesses. General insurance
products offered include marine and aviation, motor vehicles, property, engineering and general accidents.
These products offer protection of policyholder’s assets and indemnification of other parties that have
suffered damage as a result of policyholder’s accident.
2022 2021 . oo . .
; 5 The life and medical insurance segment offer savings, protection products and other long-term contracts. It
KD 000’s KD 000’s . . o . . » . Lo .

comprises a wide range of whole life insurance, term insurance, unitized pensions (Misk individual policies),

19. INSURANCE PAYABLE

siHestieiilens ndl smpmeien s 38,102 34,338 pure epdowment pensions, group life and disability, credit life (banks), group medlca! including thlrd pany
. administration (TPA), preferred global health and FAY products. Revenue from this segment is derived
Insurance and reinsurance payables 121,835 118,396 .. . . ... . . . .
. . primarily from insurance premium, fees, commission income, investment income and fair value gains and
Amounts due to medical providers 31,360 25,905 e o e e
191,297 178,639
—_— _— Takaful operation: As an Islamic insurance provider, the Group issues contracts that are based on co-
operative activity by risk sharing or financial risk, or both. The Group classifies all its contracts individually
20. OTHER LIABILITIES as either takaful contracts or investment contracts. The participant (policyholder) contributes towards the
policy / service for a particular takaful product. In case the policyholder terminates / surrender the policy the
2022 2021 refund or forfeiture of the contribution paid by him or any other similar transaction is made for each type of
KD KD product / service based on the terms and conditions of the policy agreed by the participant with the company
as per the policy document. Takaful contracts are those contracts where the insurer accepts significant
Accrued expenses and others 59,365 67,909 insurance risk from the participants by agreeing to compensate the participants if a specified uncertain future
Reserve for reinsurance premiums 2,358 2,394 event adversely affects the participants. As a general guideline, the Group defines significant insurance risk
KFAS, NLST and Zakat payables 1,645 976 as the possibility of having to pay benefits on the occurrence of an insured event. Investment contracts are
Deferred Acquisition Cost (DAC) 5,367 4,719 contracts where there is insignificant transfer of insurance risk from the participants to the Group.
Due to policyholders 4,287 6,139
Taxation from subsidiaries 15,842 15,481 Unallocated category comprises of assets and liabilities’ relating to the Group’s investing activities which do not
Proposed directors’ remuneration 185 185
104,881 107,169 Executive Management monitors the operating results of its business units separately for the purpose of making

decisions about resource allocation and performance assessment. Segment performance is evaluated based on
segment result and is measured consistently with the results in the consolidated financial statements.

21. LONG TERM LOANS
The Parent Company has obtained two bank loans from local banks to be payable as follows:

a) First loan is payable on annual installment basis for a period of seven years beginning on 14 January 2023
and carry interest rate of 3 months LIBOR +1.25% per annum and the last installment is due on 14 January
2030.

On 21 August 2022, The Parent Company has agreed with the local financial institution to change the terms

and interest rate of this facility as follows:

- Changing interest rate to be 1.25% per annum over Central Bank of Kuwait discount rate.

- Changing the loan tenure to be on annual installment basis beginning on 26 December 2023 with last
installment to be due on 26 December 2027.

b) Second loan is payable on quarterly installment basis for a period of five years beginning on 31 March 2024

and carries an interest rate of 1.25% per annum over Central Bank of Kuwait discount rate and the last
installment is due on 30 September 2027.
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Independent Auditor's Report To The Shareholders
Of Gulf Insurance Group K.s.c.p.

For the year ended 31 December 2022

22. SEGMENT INFORMATION (continued)

b) Segment consolidated statement of financial position

31 December 2022

Total assets

Total liabilities

31 December 2021

Total assets

Total liabilities

Life and
General risk medical Un-allocated
Insurance insurance Total
KD 000’s KD 000’s KD 000’s KD 000’s
988,401 148,925 208,679 1,346,004
721,673 152,402 107,116 981,191
Life and
General risk medical Un-allocated
Insurance insurance Total
KD 000’s KD 000’s KD 000’s KD 000’s
1,005,575 149,805 217,921 1,373,301
727,521 126,781 169,488 1,023,790

Balances relating to investments activities are reported within unallocated category since these activities does not

relate to any of the primary two segments.

For the year ended 31 December 2022

SEGMENT INFORMATION (continued)

Geographic information

¢)

Total

Other ME Countries

2022
KD 000’s

GCC Countries

Kuwait

2021
KD 000’s

2022
KD 000’s

2021
KD 000’s

2021
KD 000’s

2022
KD 000’s

2021
KD 000’s

2022
KD 000’s

310,651

121,029 279,961 111,809 88,043 77,813 515,352

147,348

Segment revenue

Segment results (net

41,601

85,568

9,079

19,409

19,379

37,763

13,143

28,396

underwriting income)

Profit for the year attributable
to equity holders of the

Parent Company

24,698 16,105 33,642 7,388 14,259 38,182 72,599

14,689

nvested in

Total

Other ME Countries

GCC Countries

2022
KD 000’s

Kuwait

2021
KD 000’s

2022
KD 000’s

2021
KD 000’s

2022
KD 000’s

2021
KD 000’s

2021
KD 000’s

2022
KD 000’s

1,388,737

1,346,004

232,543

243,090

669,656

649,648

471,102

453,266

Total assets

152,000 981,191 1,023,790

159,958

419,333

399,294

452,457

421,939

Total liabilities

i
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For the year ended 31 December 2022

23. STATUTORY GUARANTEES

The following amounts are held in Kuwait as security based on the order of the Minister of Commerce and
Industry in accordance with the Ministerial Decree No. 27 of 1966 and its amendments:

2022 2021
KD 000’s KD 000’s
Current accounts and deposits at banks 13,052 23,027
Loans secured by life insurance policies - 1,133
13,052 24,160

Statutory guarantees of KD 76,768 thousand (2021: KD 91,418 thousand) are held outside the State of Kuwait as
security for the subsidiary companies’ activities.

24. CONTINGENT LIABILITIES

At the reporting date, the Group is contingently liable in respect of letters of guarantee and other guarantees
amounting to KD 102,048 thousand (2021: KD 68,014 thousand).

The Group operates in the insurance industry and is subject to legal proceedings in the normal course of business.
While it is not practicable to forecast or determine the final results of all pending or threatened legal proceedings,
management does not believe that such proceedings (including litigation) will have a material effect on its results
and financial position.

25. COMMITMENTS
The Group does not have future commitments with respect to purchase of financial instruments (2021: Nil).

26. RISK MANAGEMENT

(a) Governance framework

The Group’s risk and financial management objective is to protect the Group’s shareholders from events that
hinder the sustainable achievement of financial performance objectives, including failing to exploit opportunities.
Risk management also protects policyholders’ fund by ensuring that all liabilities towards the policyholders are
fulfilled in duly matter. Key management recognises the critical importance of having efficient and effective risk
management systems in place.

The Group established a risk management function with clear terms of reference from the Parent Company’s
board of directors, its committees and the associated executive management committees. The risk management
function will support the Parent Company as well as the subsidiaries in all risk management practices. This
supplemented with a clear organisational structure that document delegated authorities and responsibilities from
the board of directors to executive and senior managers.

(b) Regulatory framework

Law No. 125 of 2019, and its Executive by law, and the rules, Decisions, Circulars and regulations issued by the
Insurance Regulatory Unit (IRU) provide the regulatory framework for the insurance industry in Kuwait will be
effective, which state that all insurance companies operating in Kuwait are required to follow these rules and
regulations.

For the year ended 31 December 2022

26. RISK MANAGEMENT (continued)

(b) Regulatory framework (continued)
The following are the key regulations governing the operation of the Group:

The following are the key regulations governing the operation of the Group:

For the life Insurance Companies KD 500,000 FD under the ministerial name to be retained in Kuwait.

For the Non-life Insurance Companies KD 500,000 FD under the ministerial name to be retained in Kuwait.
For the Life and Non-life Insurance Companies KD 1,000,000 FD under the ministerial name to be retained in
Kuwait.

In addition, all insurance companies to maintain a provision of 20% from the gross premiums written after
excluding the reinsurance share.

The Group’s Governance, Risk Management and Compliance (G.R.C.) sector is responsible for monitoring
compliance with the above regulations and has delegated authorities and responsibilities from the board of
directors to ensure compliance.

The Group’s internal audit and quality control department is responsible for monitoring compliance with the
above regulations and has delegated authorities and responsibilities from the board of directors to ensure
compliance.

(c) Capital management objectives, policies and approach

The Group has established the following capital management objectives, policies and approach to manage the
risks that affect its capital position.

Capital management objectives

The capital management objectives are:
To maintain the required level of financial stability of the Group thereby providing a degree of security
to policyholders.
To allocate capital efficiently and support the development of business by ensuring that returns on capital
employed meet the requirements of its capital providers and of its shareholders.
To retain financial flexibility by maintaining strong liquidity and access to a range of capital markets.
To align the profile of assets and liabilities taking account of risks inherent in the business.
To maintain financial strength to support new business growth and to satisfy the requirements of the
policyholders, regulators and shareholders.
To maintain strong credit ratings and healthy capital ratios in order to support its business objectives and
maximise shareholders value.
To allocate capital towards the regional expansion where the ultimate goal is to spread the risk and
maximize the shareholders returns through obtaining the best return on capital.

The operations of the Group are also subject to regulatory requirements within the jurisdictions where it operates.
Such regulations not only prescribe approval and monitoring of activities, but also impose certain restrictive
provisions (e.g. capital adequacy) to minimise the risk of default and insolvency on the part of the insurance
companies to meet unforeseen liabilities as these arise.

In reporting financial strength, capital and solvency is measured using the rules prescribed by the Insurance
Regulatory Unit (IRU). These regulatory capital tests are based upon required levels of solvency capital and a
series of prudent assumptions in respect of the type of business written.

Capital management policies

The Group’s capital management policy for its insurance and non-insurance business is to hold sufficient capital
to cover the statutory requirements based on the Insurance Regulatory Unit, including any additional amounts
required by the regulator as well as keeping a capital buffer above the minimum regulatory requirements, where
the Group operates to maintain a high economic capital for the unforeseen risks.

El 0 eSS
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For the year ended 31 December 2022

26. RISK MANAGEMENT (continued)
(¢) Capital management objectives, policies and approach (continued)

Capital management approach
The Group seeks to optimize the structure and sources of capital to ensure that it consistently maximises returns to
the shareholders and secure the policyholder’s fund.

The Group’s approach to managing capital involves managing assets, liabilities and risks in a co-ordinated way,
assessing shortfalls between reported and required capital levels (by each regulated entity) on a regular basis and
taking appropriate actions to influence the capital position of the Group in the light of changes in economic
conditions and risk characteristics through the Group’s internal Capital Model. An important aspect of the
Group’s overall capital management process is the setting of target risk adjusted rates of return which are aligned
to performance objectives and ensure that the Group is focused on the creation of value for shareholders.

The capital requirements are routinely forecasted on a periodic basis using the Group’s internal Capital Model and
assessed against both the forecasted available capital and the expected internal rate of return including risk and
sensitivity analyses. The process is ultimately subject to approval by the board.

(d) Insurance risk

The principal risk the Group faces under insurance contracts is that the actual claims and benefit payments or the
timing thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims, actual
benefits paid and subsequent development of long-term claims. Therefore, the objective of the Group is to ensure
that sufficient reserves are available to cover these liabilities.

The above risk exposure is mitigated by diversification across a large portfolio of insurance contracts and
geographical areas. The variability of risks is also improved by careful selection and implementation of
underwriting strategy guidelines, underwriting discipline, prudent claims management practices as well as the use
of reinsurance arrangements.

The majority of insurance business ceded is placed on a reinsurance program covering the Group to benefit from
high commission income derived from economy of scale in a portfolio which is well balanced and to spread the
risk in which the Group is exposed.

Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims provision
and are in accordance with the reinsurance contracts. Although the Group has reinsurance arrangements, it is not
relieved of its direct obligations to its policyholders and thus a credit exposure exists with respect to ceded
insurance, to the extent that any reinsurer is unable to meet its obligations assumed under such reinsurance
agreements. The Group’s placement of reinsurance is diversified such that it is neither dependent on a single
reinsurer nor are the operations of the Group substantially dependent upon any single reinsurance contract.

Insurance risk is divided into risk of life insurance contracts and risk of non-life insurance contracts as follows:

1) Life and medical insurance contracts

Life insurance contracts offered by the Group include whole life insurance, term insurance, unitized pensions
(Misk individual policies), pure endowment pensions, group life and disability, credit life (banks), group medical
including third party administration (TPA), preferred global health and FAY.

Whole life and term assurance are conventional regular premium products when lump sum benefits are payable on
death or permanent disability. Few contracts have a surrender value.

Pensions are contracts when retirement benefits are expressed in the form of an annuity payable at retirement age.
If death occurs before retirement, contracts generally return the higher value of the fund accumulated or sum
assured. Most contracts give the policyholder the option at retirement to take a cash sum at guaranteed conversion
rates allowing the policyholders the option of taking the more valuable of the two. Under unitized pensions, a
percentage of the premium is applied towards the purchase of accumulation units in one or more of the linked
funds. Provision of additional death benefits may be provided by cancellation of units or through supplementary
term assurance contracts. Certain personal pension plans also include contribution protection benefits that provide
for payment of contributions on behalf of policyholders in periods of total disability. For contracts with
discretionary participation features (DPF), changes in the level of pensions are based on the rate of return declared
annually by the insurer which is not guaranteed.

For the year ended 31 December 2022

26. RISK MANAGEMENT (continued)

(d) Insurance risk (continued)

0} Life and medical insurance contracts (continued)

Guaranteed annuities are single premium products which pay a specified payment to the policyholder whilst they
and/or their spouse are still alive. Payments are generally either fixed or increased each year at a specified rate or
in line with the rate of inflation. Most contracts guarantee an income for a minimum period usually of five years,
irrespective of death.

Death benefits of endowment products are subject to a guaranteed minimum amount. The maturity value usually
depends on the investment performance of the underlying assets. For contracts with DPF the guaranteed minimum
may be increased by the addition of bonuses. These are set at a level that takes account of expected market
fluctuations, such that the cost of the guarantee is generally met by the investment performance of the assets
backing the liability. However, in circumstances when there has been a significant fall in investment markets, the
guaranteed maturity benefits may exceed investment performance and these guarantees become valuable to the
policyholder. Certain pure endowment pensions contain the option to apply the proceeds towards the purchase of
an annuity earlier than the date shown on the contract or to convert the contract to ‘paid up’ on guaranteed terms.
The majority of the mortgage endowment contracts offered by the Group have minimum maturity values subject
to certain conditions being satisfied.

For healthcare contracts the most significant risks arise from lifestyle changes, epidemics and medical science and
technology improvements.

The main risks that the Group is exposed to are as follows.
Mortality risk - risk of loss arising due to policyholder death experience being different than expected.
Morbidity risk - risk of loss arising due to policyholder health experience being different than expected.
Longevity risk - risk of loss arising due to the annuitant living longer than expected.
Investment return risk - risk of loss arising from actual returns being different than expected.
Expense risk - risk of loss arising from expense experience being different than expected.
Policyholder decision risk - risk of loss arising due to policyholder experiences (lapses and surrenders) being
different than expected.

The Group’s underwriting strategy is designed to ensure that risks are well diversified in terms of type of risk and
level of insured benefits. This is largely achieved through diversification across industry sectors and geography,
the use of medical screening in order to ensure that pricing takes account of current health conditions and family
medical history, regular review of actual claims experience and product pricing, as well as detailed claims
handling procedures. Underwriting limits are in place to enforce appropriate risk selection criteria. For example,
the Group has the right not to renew individual policies, it can impose deductibles and it has the right to reject the
payment of fraudulent claims. Insurance contracts also entitle the Group to pursue third parties for payment of
some or all costs. The Group further enforces a policy of actively managing and prompt pursuing of claims, in
order to reduce its exposure to unpredictable future developments that can negatively impact the Group.

For contracts where death or disability are the insured risks the significant factors that could increase the overall
frequency of claims are epidemics, widespread changes in lifestyle and natural disasters, resulting in earlier or
more claims than expected.

The Group reinsures its annuity contracts to mitigate its risk, the reinsurers participating in the treaty are highly
rated and the risk is spread with a number of reinsurers to minimise the risk of default.

The insurance risks described above are also affected by the contract holders’ right to pay reduced or no future
premiums, to terminate the contract completely or to exercise guaranteed annuity options. As a result, the amount
of insurance risk is also subject to contract holder behaviour.

The table below sets out the concentration of life insurance and investment contracts by type of contract.




Independent Auditor's Report To The Shareholders

Of Gulf Insurance Group K.s.c.p.

g LI ETEE
£ oo YS ZIs|GlE p For th ded 31 December 2022
§EE — — || S S & or the year ende ecember
ERSRS e N A A n | S =
=8 g 26. RISK MANAGEMENT (continued)
2
w = @ [ = < || © B (d) Insurance risk (continued)
Yz ' &% || %2 g
§ S S S © © el Z (1) Life and medical insurance contracts (continued)
~ S 172}
o2 8% S 2022 2021
N B @ E Reinsurers’ Reinsurers’
= Gross share of Net Gross share of Net
o liabilities liabilities liabilities liabilities liabilities liabilities
“ o aal= 128 2212 |s E KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s
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associated overhead expenses. The current level of expenses is taken as an appropriate expense base, adjusted for s & |8 z z z z
. . . . o
expected expense inflation if appropriate. 9 =
<
An increase in the level of expenses would result in an increase in expenditure thereby reducing profits for the & <
shareholders. 2 N 2 < 2 S
& S (S & Z. 136) 136)
<
* Lapse and surrender rates S §
Lapses relate to the termination of policies due to non-payment of premiums. Surrenders relate to the voluntary é § ~ e % e e
termination of policies by policyholders. Policy termination assumptions are determined using statistical 2 :‘é Q S S S S
measures based on the Group’s experience and vary by product type, policy duration and sales trends. ks Sl « N @ @
=
. . . . . fa
An increase in lapse rates early in the life of the policy would tend to reduce profits for shareholders, but later e §
: 5 = S
increases are broadly neutral in effect. £ o ~ - o o &
S T =~z 35 S S S
* Discount rate > 2 8B p p p I
Life insurance liabilities are determined as the sum of the discounted value of the expected benefits and future il = 3 31:% £&
administration expenses directly related to the contract, less the discounted value of the expected theoretical Q E £ ; s :_§ E 2 E E
premiums that would be required to meet these future cash outflows. Discount rates are based on Central Bank of 5 = S 2 S E Q = & = & = & = &
. . R . S S = o = S = S =
Kuwait rate, adjusted for the Group’s own risk exposure. -g g = ; = N E z23 '§ zs -‘3 z3 E z3
7] = 5 £ E S| = £ £ - 2£& 228
A decrease in the discount rate will increase the value of the insurance liability and therefore reduce profits for 2 E £ E 2 _
=) 7]
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26. RISK MANAGEMENT (continued)

(d) Insurance risk (continued)

(1) Life and medical insurance contracts (continued)

Sensitivities

The analysis below is performed, by an independent third party actuarial with experience and qualifications, for
reasonably possible movements in key assumptions with all other assumptions held constant, showing the impact
on gross and net liabilities and profit if significant. The correlation of assumptions will have a significant effect in
determining the ultimate claims liabilities. It should be noted that movements in these assumptions are non-linear.
Sensitivity information will also vary according to the current economic assumptions, mainly due to the impact of
changes to both the intrinsic cost and time value of options and guarantees. When options and guarantees exist
they are the main reason for the asymmetry of sensitivities.

Life insurance contracts

31 December 2022
Change in Impact on Impact on net Impact on
assumptions  gross liabilities liabilities profit
Mortality/morbidity Conservative Reduction Reduction Positive
Investment return 10% (1,204) 225 (226)
Expenses (0.5%) - - =
Discount rate 10% 5,870 5,870 (5,870)
Longevity (0.5%) 23,843 23,840 (23,840)
Lapse and surrenders rate N/A N/A N/A N/A
31 December 2021
Change in Impact on Impact on net Impact on
assumptions  gross liabilities liabilities profit
Mortality/morbidity Conservative Reduction Reduction Positive
Investment return (1%) - - (36,000)
Expenses 10% 56,000 56,000 (56,000)
Discount rate (1%) 58,000 58,000 (58,000)
Longevity N/A N/A N/A N/A
Lapse and surrenders rate N/A N/A N/A N/A
Investment contracts
31 December 2022
Change in Impact on Impact on net Impact on
assumptions  gross liabilities liabilities profit
Mortality/morbidity Conservative Reduction Reduction Positive
Investment return 10% 26,601 26,601 (26,601)
Expenses (0.5%) 8,283 8,283 (8,283)
Discount rate 10% 46,251 46,251 (46,251)
Longevity (0.5%) (21,978) (21,978) 21,978
Lapse and surrenders rate N/A N/A N/A N/A
31 December 2021
Change in Impact on Impact on net Impact on
assumptions  gross liabilities liabilities profit
Mortality/morbidity Conservative Reduction Reduction Positive
Investment return (1%) 43,000 43,000 (43,000)
Expenses 10% 62,000 62,000 62,000
Discount rate (1%) 65,000 65,000 65,000
Longevity N/A N/A N/A N/A
Lapse and surrenders rate N/A N/A N/A N/A

For the year ended 31 December 2022

26. RISK MANAGEMENT (continued)
(d) Insurance risk (continued)

(2) Non-life insurance contracts
The Group principally issues the following types of general insurance contracts: marine and aviation, property,
motor, and general accidents. Risks under non-life insurance policies usually cover twelve-month duration.

For general insurance contracts the most significant risks arise from climate changes, natural disasters and
terrorist activities which are only covered in fire line of business.

Insurance contracts at times also cover risk for single incidents that expose the Group to multiple insurance risks.
The Group has adequately reinsured for insurance risk that may involve significant litigation.

These risks vary in relation to the type of risk insured, location of the risk insured and by industry.

These risks do not vary significantly in relation to the location of the risk insured by the Group, type of risk
insured and by industry.

The below risk exposure is mitigated by diversification across a large portfolio of insurance contracts and
geographical areas. The variability of risks is improved by careful selection and implementation of underwriting
strategies, which are designed to ensure that risks are diversified in terms of type of risk and level of insured
benefits. This is largely achieved through diversification across industry sectors and geography. Further, strict
claim review policies to assess all new and ongoing claims, regular detailed review of claims handling procedures
and frequent investigation of possible fraudulent claims are all policies and procedures put in place to reduce the
risk exposure of the Group. The Group further enforces a policy of actively managing and prompt pursuing of
claims, in order to reduce its exposure to unpredictable future developments that can negatively impact the Group.

The Group has also limited its exposure by imposing maximum claim amounts on certain contracts as well as the
use of reinsurance arrangements in order to limit exposure to catastrophic events (i.e., fire line of business). The
purpose of these underwriting and reinsurance strategies is to limit exposure to catastrophes to a pre-determined
maximum amount based on the Group’s risk appetite as decided by management.

In additions, the Group also have an excess of loss agreements which cover both of the catastrophic and risk excess
of loss.

E3 47 eSS
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< Key assumptions
IO = |V %.g g . . . . . .
88 338LT |8 E w82 % % '§ The principal assumption underlying the estimates is the Group’s past claims development experience. This
= a6 e e e -~ (] E=) — . . . . . . . . . .
SES QIgdzlh | ‘g SES & | includes assumptions in respect of average claim costs, claim handling costs, claim inflation factors and claim
S azeI |5 = NS T A= . o e .
S Q E (Gt a | < numbers for each accident year. Additional qualitative judgments are used to assess the extent to which past
=M o r= trends may not apply in the future, for example once-off occurrence, changes in market factors such as public
=] attitude to claiming, economic conditions, as well as internal factors such as portfolio mix, policy conditions and
§ claims handling procedures. Judgment is further used to assess the extent to which external factors such as
. SR mE | S § . 232 (3% judicial decisions and government legislation affect the estimates.
$§3 @saErn |af g $§g 28|
RSES wgTuwo [~ 3ES S | = . . . . .
> ES —“I00 & A > =S ik Other key assumptions include variation in interest rates, delays in settlement and changes in foreign currency
(]
S @ =2 = a rates.
72}
[=}
) 000
2 Sensitivities
Twgs 2202w |8 2 Ywgn oF B The non-life insurance claims provision is sensitive to the above key assumptions. It has not been possible to
Q a =) SN S [ =) q 9799 9 g q 2 . . . .
3 § SES J&SST e = X E TES G |2 quantify the sensitivity of certain assumptions such as legislative changes or uncertainty in the estimation
£ & ;5 '-§ : = e g SIS § 5 : nwa | a process. The following analysis is performed for reasonably possible movements in key assumptions with all
=] o~ . —_— i~ . . . . . g . .
S s CR X e s R < other assumptions held constant, showing the impact on gross and net liabilities and profit before contribution to
= 2 KFAS, NLST, Zakat tax and directors’ fees.
O ~
& = g = .
= ¢ o E § E E E S = ¢ § E S Change.m Impqct on gross Imlfacf on net Impact on
z 2 TS & ,;)7 & la\; £ |+ 2 § ES S X S,.ﬁ < assumption lulbllme’s llabllme’s proﬁt’
» SES fernw gm = SES © b 31 December 2022 KD 000’s KD 000°s KD 000’s
8 CRIF = CRRS “
= =
= = 8 =
= < .
< = Average claim cost +15% 5,274 2,065 2,065
= . 3 Average number of claims +15% 135 114 2,129
N =
& 2 k= Reduce from
= 1 =)
g = § 18 months to
o v . .
o S 2 g Average claim settlement paid 12 months 3,516 1,895 155
2 5 £ £
5 = =
= 8 & S Change in Impact on gross Impact on net Impact on
Z = 8 8 g D g
£ i & E assumption liabilities liabilities profit
o = 5 5 5
= = : s 31 December 2021 KD 000°S KD 000°S KD 000°S
_.' @ g E
=
= £ = =] =
S S e e .
= =K i oy b Average claim cost +15% 3,736 1,463 1,463
N S € 2 ] 2 = Average number of claims +15% 13 11 206
—
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5 3§ H393380% 3 L5 H8SE3%3 |8
2 5SS w= AQZER |8 S8 — gTaT2 (8 For the year ended 31 December 2022
.g = a [ IR S TR N S a = =
—
g .
5 26. RISK MANAGEMENT (continued)
e DO VYO A 0
= 3 . N, O S 0
= Yo O S=28989359 |9 5 —ooa 9o~ |9 .
e 28 - gTaT2 |8 § 3 § R C=R= A (e)  Financial risks (continued)
e =S8 Tie |
5} 3 £Q
E S 5% (1) Credit risk (continued)
‘33 ., @ A0y | The following table represents the aging analysis of premiums and insurance balance receivable that are not past due
= DT gt cERERe o Y nor impaired:
8 DN - T e L - S N
3 S, S8 DA SEN %4
Z 2 < HE S "= £ Uptol Within 1-3 Within 3-12 More than
122] ~
3 sla TN month months months 1 year Total
2 8
& . 00 Smoer |© 8 KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s
o on o, — — 1)
=0y S S8 'S—-=%~—|x 8 31 December 2022:
= NS a8 O OoFou | = o) .
&y 85 = SRS S TOTm =0 |0 Policyholders’ accounts
Y
2 g Q S A AN O A O — 4
g s M Z &% RV S S Sl receivable (net) 72,095 56,203 68,769 13,934 211,001
S N E «@ N Reinsurance receivables (net) 2,489 2,856 15,821 2,928 24,094
o= S HX
g5 £ 28.388%%F (S 3 = Total 74,584 59,059 84,590 16,862 235,095
g =8 == ge-og |
L wn
2z
RS Uptol Within 1-3 Within 3-12 More than
8 2 month months months 1 year Total
B & , , ,
- 2 ,,.852.218 KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s
g o IS ; i, 5 § 31 December 2021:
2 S Policyholders’ accounts
85 % y
2 < receivable (net) 20,979 32,903 142,419 12,737 209,038
=% Reinsurance receivables (net 1,208 3,856 11,672 1,918 18,654
=2
Q 5p Y < © N
=) — N —
S§ T8 T Er = Total 22,187 36,759 154,091 14,655 227,692
=) E < g —_ —_ £} £} £} ) s
= oo ~
o S a
‘a +~
= O
— o . .70 .
o & (2) Liquidity risk
e 3
35 g . :
8= 2 Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments
ST 3 B= 3 q y TPIISC Wi y m T . .
55 £ s £ associated with financial instruments. Liquidity risk may result from an inability to sell a financial asset quickly at
5 £ g quidity y resu ity to ¢ .
= f & 5 o) close to its fair value. Management monitors liquidity requirements on a daily basis and ensures that sufficient
=i = O = . 2 o o o 2
Z 2 B 5 B funds are available. The Group has sufficient liquidity and, therefore, does not resort to borrowings in the normal
g < . - . f busi ’
o< Ei s 5 course of business.
5 ¢ 2 £ 2
o0 = |5} o
2.8 € = o . . e .. .
fn = " g ‘ED % The table below summarises the maturity of the financial liabilities of the Group based on remaining undiscounted
£ 5 = £ £ H contractual obligations for 31 December. As the Group does not have any interest-bearing liabilities (except for
= o o = (S 4 = g p . . ..
N T 82 & - @ g long term loans), the figures below agree directly to the consolidated statement of financial position.
o = D E = £q o 2 b
g 28 =2 Z g B = £
> & §% £% 5§ ks g -~ £ Up to Within 1-3  Within 3-12  Within 1-5  Within 5-10
= S =8 EE E= 2 8< w 2 ) 1 month months months ears ears Total
Ra) ~ 20 = 9 © = o < S wn S 4 )
= = EZ w3 S5 D%8 3 5223 KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s
v Z £ Sy £9 co 2 &g g = o &b g
] =2 € SEE &3 as &g H S=35 S 31 December 2022
[d] = ,\.E = o= 2] 12 =R
o 2 8 Fs% £8 , Bizs E L E5%3
e IR £ = o= . . .
F‘) % 2 ; 'g ﬁ = e B §§ § » ; g g 88 § @ Premiums received in advance - 2,091 1,560 244 - 3,895
o 7 2 88 Cf §_Eggg 8 3 < §2z82 3 [nsurance payable 39,410 62,163 77,701 9,827 2,196 191,297
9 < 5 308 2o EFE2E.5,% & g . teBE%, g Other liabilities 10,703 17,933 31,501 34,009 10,735 104,881
S = § x5F Zw8c23853%5 8 8 S $>838%¢% Long term loans - 767 7,417 61,191 - 69,375
¥ £ -Eo& CS5SNBug. 5822 3 & S BoS0388¢°%
5 © £ S8 SEycfBreces £ g § ©TE8ss3%
d] ¥ & S2F 28%8:E32:8%% 5 < € EE388:s3 50,113 82,954 118,179 105,271 12,931 369,448
> 282 gm§oggssgéu 5 51 § oosggé—g > > ) B s 5
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26. RISK MANAGEMENT (continued) L2y 3% s £8 & &8s |3
§SY o= '@ v g8 g2
=22 =
. s . SRS
(e) Financial risks (continued) =
(2)  Liquidity risk (continued) . S8 7 'R = o ER2g |
Up to Within 1-3  Within 3-12 Within 1-5 Within 5-10 SH O FE0E Dogooz Shn 2
RS '; — — o o — = D~ —
1 month months months years years Total B : 2 «
KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s < ?-;
31 December 2021
. o g ¥ 239 |c
Premiums received in advance - 416 2,410 390 - 3,216 <% a8 =
Insurance payable 26,097 30,566 107,815 12,956 1,205 178,639 g S
Other liabilities 5,414 11,548 36,014 39,934 14,259 107,169 S g%
Long term loans - - - 71,728 11,139 82,867 ®
W, s =) >
31,511 42,530 146,239 125,008 26,603 371,891 2% 2 g & 0
sSS rrrria i 2 S &
$S S =
SESHS
X &
(3)  Market risk ®
ol : : L1 : ex B SR 'SECE 883 | 8
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of $§ 933 24 § 8228
. . Sz
changes in market prices. 8 =5 = e
=&
Y
Market risk comprises three types of risk: currency risk, interest rate risk and equity rate price risk.
® 0 o v - N [ W, < w)
S o o w © 0 S S o o = \O o
: o P it . £§ =%, .22 '8, % d3a |9
The Group has developed its policies and procedures to enhance the Group’s mitigation of market risk. aSs =9 NS S wed |
oS £
Qg
=S
(i) Currency risk ®
fole : : e : gegs8sg ® T SG8| ¢
Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of sx 24ESES | T T |8
9 0 SIS o a=a A D - S I
changes in foreign exchange rates. 3 S ~- ¢ = WA |
SRS
X &
. . . . . . . . . . . Nl
The Group’s principal transactions are carried out in KD and its exposure to foreign exchange risk arises primarily
with respect to US dollar, Bahraini dinar, Egyptian pound, Jordanian dinar, Euro, and Pound sterling.
2% ., ., .2R8Ex .3 2528
: o . ‘ . o . a3 CARCE w =g S
The Group’s financial assets are primarily denominated in the same currencies as its insurance and investment 834 = & ST a2
contract liabilities, which mitigate the foreign currency exchange rate risk. Accordingly, the main foreign exchange -y
risk arises from recognised assets and liabilities denominated in currencies other than those in which insurance and . e e mwma w
investment contract liabilities are expected to be settled. The currency risk is effectively managed by the Group 52§ K&E&E''2RZ2285F3S =& | Q
. . ) . oy TS 's o I~ = S E—I-1 ~ S W -
through financial instruments as well as the Group’s Asset Liability Management model. g2z - —= = oYY | @
~58%
SEY
The table below summarises the Group’s exposure to foreign currency exchange rate risk at reporting date by N — -
categorising assets and liabilities by major currencies. @) g 8 !
X g 5 2
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Q £ o0 @
GEJ = 3 : g S8 2
(W] = = = Q 2582 3
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2 S 9 o ) R 26. RISK MANAGEMENT (continued)
§S 3 B = SUe 5
=S 8 3} o
S9 % q g e .
<% (e) Financial risks (continued)
- w Q § Co 2] .28 % (3)  Market risk (continued)
N D - &~ & . . .
= S § SOl S 9 2 (i)  Currency risk (continued)
283 The analysis below is performed for reasonably possible movements in key variables with all other variables held
Y . . . . . ..
constant, showing the material impact on profit (due to changes in fair value of currency sensitive monetary
~ o assets and liabilities).
<3 - oo ofg 2022 2021
é g3 Y Change in Impact on Impact on Impact on Impact on
S § variables profit equity profit equity
KD 000’s KD 000’s KD 000’s KD 000’s
23 < el .z2=.|= USD +5% 2,301 7,881 2,383 7,592
S3 ! 1 t g
3ad °° °° - a BD +5% 3,956 639 4,394 578
=
=g EGP +5% 1,649 10 2,250 8
JD +5% 1,089 166 1,286 145
SAR +5% 447 4 514 3
sE  E B8 | 3 /MEEEEE
Qs3I (R <« < o
~9% - y - v (ii) Interest rate risk
M
N Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.
“ o o © < a v
S35 a 34 K| 'S & . . P . . . o . .
35S § & 2 E g - ; E The Group’s interest rate risk guideline requires it to manage interest rate risk by maintaining an appropriate mix
=g S of fixed and variable rate instruments. The guideline also requires it to manage the maturities of interest-bearing
financial assets and interest-bearing financial liabilities. The Group is not exposed to interest rate risk with respect
of its term deposits carrying fixed interest rates.
<3 =~ £28| £ |=8E. |8
2 § E § =g~ § E:d § The Group has no significant concentration of interest rate risk.
33
The analysis below is performed for reasonably possible movements in key variables with all other variables held
constant, showing the impact on profit. The correlation of variables will have a significant effect in determining
“ w o o o o o o 2 2 9
oS3 a2 % : § g § E the ultimate impact on interest rate risk, but to demonstrate the impact due to changes in variables, variables had
g 1 * 273 |2 to be changed on an individual basis. It should be noted that movements in these variables are non-linear.
M g
2022 2021
g_,] " z =2 T |z58s |8 Change in Impact on profit Change in Impact on profit
~ _ £S3 222 2 IR = Currency variables before tax variables before tax
S = 8% T | /| TR KD 000’ KD 000’s
~ = § °
= ~
g g - KD +50 bps 110 +50 bps 47
= e = S £ USD +50 bps 337 +50 bps 132
o g £ < 3 8 BD +50 bps 68 +50 bps 58
&= S
e = = £ £ s 3 % = Others +50 bps 343 +50 bps 474
o H S £ 3 E -3 £ 3
™ o z § S : £8fs § &
D <Zt @ E = = 828 S E The method used for deriving sensitivity information and significant variables did not change from the previous
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26. RISK MANAGEMENT (continued)
26. RISK MANAGEMENT (continued)

(e) Financial risks (continued)
(e) Financial risks (continued)

(3)  Market risk (continued) (3)  Market risk (continued)

) I e (iii)  Equity price risk (continued)
The Group is exposed to equity price risk with respect to its equity investments. Equity investments are classified

either as investments at fair value through profit or loss (including trading securities) or available for sale I Dzt 2001 G LA, e el

KD 000’s KD 000’s KD 000’s KD 000’s

investments.
To manage its price risk arising from investments in equity securities, the Group diversifies its portfolio. %nves:men:s avilrlial()ile fo; Sifle lue throueh brofit or 17555 et A IR
Diversification of the portfolio is done in accordance with the limits set by the Group management and the 12:? ments carried at fait vaiue through protit o 1320 5838 i 7158
Investment Strategy and Policy. ’ ’ ’
The equity price risk sensitivity is determined on the following market indices: LR U9 4,914 S

2022 2021

9% 9% 27. RELATED PARTY TRANSACTIONS

T e R 15% 8% Related parties represent associated companies, major shareholders, directors and key management personnel of
TPt i GELE e 118% 93% the Group, and entities controlled, jointly controlled or significantly influenced by such parties. Pricing policies
MENA 54% 13% and terms of these transactions are approved by the Parent Company’s management.
Other international markets 0.1% 17%

Transactions with related parties included in the consolidated statement of income are as follows:

The above percentages have been determined based on basis of the average market movements over a year period

from January to December 2022 and 2021. The sensitivity analyses below have been determined based on the : 2022 : : AL :
. S . . . . N Premiums Claims Premiums Claims
exposure to equity price risk at the reporting date. The analysis reflects the impact of changes to equity prices in ; ,
X . . . A . KD 000’s KD 000’s KD 000’s KD 000’s
accordance with the above-mentioned equity price risk sensitivity assumptions.
Profit for the year Equity Directors and keyl management personnel 240 28 232 33
2022 2021 2022 2021 Other related parties 3,469 688 3,963 1,615
KD 000’s KD 000’s KD 000’s KD 000’s 3,710 716 4,195 1,648
Investment available for sale - - 14,051 7,118
Investment carried at fair value through Balances with related parties included in the consolidated statement of financial position are as follows:
profit or loss 3,072 908 - - 2022 2021
he table bel h hical ion of fi ol q . ce risk: Amounts owed Amounts owed  Amounts owed Amounts owed
The table below presents the geographical concentration of financial instruments exposed to equity price risk: by related to related by related to related
parties parties Parties parties
31 December 2022 GCC MENA Europe Total KD 000°s KD 000°s KD 000’s KD 000’s
KD 000’s KD 000’s KD 000’s KD 000’s
Directors and key management personnel 441 9 375 16
Investments available for sale 17,278 4,019 10,102 31,399 Other related parties 1,938 595 1,234 923
Investments carried at fair value through profit or loss 2,462 4,866 - 7,328
2,379 604 1,609 939
19,740 8,885 10,102 38,727

In addition to the above balances, the Group has also engaged with related parties in its investment activities as
follows:

a) The Group holds certain deposits and call accounts with related entities under common control amounting
to KD 19,916 thousand (2021: KD 30,637 thousand). The Group also holds bonds issued by Kuwait
Projects Company Holding Company K.S.C and other related entity amounting to KD 6,530 thousand
(2021: KD 1,511 thousand).

e -
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661
330
991

2021
KD 000’s

2022
KD 000’s
569

893

1,462

RELATED PARTY TRANSACTIONS (continued)

Key management personnel compensation
Salaries and other short-term benefits
Employees’ end of service benefits
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28. SUBSIDIARIES COMPANIES (continued) 29. TAKAFUL INSURANCE - POLICYHOLDERS’ RESULT BY LINE OF BUSINESS AND FUND

Material partly owned subsidiary: The Group (Manager of Takaful Fund) conducts business on behalf of the policyholders and advances funds to

The Group has concluded that Bahrain Kuwaiti Insurance Company B.S.C. (“BKIC”) and AXA Cooperative
Insurance Company- Saudi Joint Stock Company are the only subsidiaries with non-controlling interests that are
material to the consolidated financial statements. Financial information of subsidiaries that have material non-

controlling interests are provided below:

Accumulated balances of material non-controlling interests:

the policyholders’ operations as and when required. The Manager of Takaful Fund is responsible for liabilities
incurred by policyholders in the event the policyholders’ fund is in deficit and the operations are liquidated. The
Manager holds the physical custody and title of all assets related to the policyholders’ operations. Since such
assets and liabilities together with the results of policyholders’ lines of business are contractually related to
specific policyholders, the related amounts are presented as due to policyholders of Takaful unit in the Parent

Company’s statement of financial position and the details are disclosed below.

2022 2021 . . . .
KD 000’s KD 000’s Takaful business in the G.roup consists of:
- Takaful Insurance Unit established by the Parent Company,
Bahrain Kuwaiti Insurance Company B.S.C. 16,927 16,675 - Egypt Life Takaful Insurance Company (S.A.E).
AXA Cooperative Insurance Company- Saudi Joint Stock Company (AXA KSA) 46,105 37,633 - Gulf Takaful Insurance Company K.S.C.C.
- Takaful International Company
Profit allocated to material non-controlling interests: - AXA Cooperative Insurance Company- Saudi Joint Stock Company.
2022 2021 . . ine of busi .
KD 000’s KD 000’s Policyholders’ result by line of business:
Bahrain Kuwaiti Insurance Company B.S.C. 1,434 1,723 The following tables summarise the consolidated policyholders’ results by line of business and fund:
AXA Cooperative Insurance Company- Saudi Joint Stock Company (AXA KSA) 1,993 1,948
For the year ended 31 December 2022:
Summarised financial information of these subsidiaries is provided below:
Marine and General Life and
2021 aviation Property Motor  Engineering accidents medical Total
KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s
BKIC AXA KSA BKIC AXA KSA
KD 000’s KD 000°s KD 000’ KD 000°s Premium written 5,593 13,897 74,531 6,069 7,511 72,195 179,796
Statement of income
Income 39,641 274,021 35,867 124,468 Surplus (deficit) from
Expenses 35,565 257,551 32,114 89,302 insurance operations 2,769 4,465 (8,920) 2,483 3,321 425 4,543
Profit for th 4,076 16,470 3,753 35,166
OO e For the year ended 31 December 2021:
Total comprehensive income 4,235 13,628 2,854 34,462 Marine and General Life and
. .. jation Property Motor  Engineering accidents medical Total
Statement of financial position aranon 5 5 5 5 5 .
Total assets 143,684 249218 165,656 250,088 KD 000’s KDO000’s KDO000s KD000’s KDO000’s KDO000's KD 000’s
Total liabilities (107,040) (157,009) (122,175) (174,822)
Premium written 1,206 4,277 22,091 2,205 4,724 43,917 78,420
Total equity 36,645 92,209 43,481 75,266 SR i) from
insurance operations 790 2,161 (941) 803 2,703 (355) 5,161
2022 2021
KD 000’s KD 000’s
Qard Hassan (Note 14) 10,894 7,353
Amounts due to policyholders (Note 20) 4,287 6,139

B . eeeeeeeeeeSeSeLSS—S———.
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30. FAIR VALUE MEASUREMENT

The following table provides the fair value measurement hierarchy of the Group’s assets carried at fair value.

31 December 2022

Investments available for sale (AFS)
Quoted equity securities
Unquoted equity securities
Quoted managed funds
Quoted bonds
Unquoted managed funds

Investments carried at fair value
through profit or loss:
Held for trading:

Quoted securities

Designated upon initial recognition:
Managed funds of quoted Securities

Property and equipment
Land
Buildings

Investment properties

31 December 2021

Investments available for sale (AFS)
Quoted equity securities
Unquoted equity securities
Quoted managed funds
Quoted bonds
Unquoted managed funds

Investments carried at fair value
through profit or loss:
Held for trading:

Quoted securities

Designated upon initial recognition:
Managed funds of quoted Securities

Property and equipment
Land
Buildings

Investment properties

Date of valuation

31 December 2022
31 December 2022
31 December 2022
31 December 2022
31 December 2022

31 December 2022

31 December 2022

31 December 2022
31 December 2022

31 December 2022

Date of valuation

31 December 2021
31 December 2021
31 December 2021
31 December 2021
31 December 2021

31 December 2021

31 December 2021

31 December 2021

31 December 2021

31 December 2021

Fair value measurement using

Quoted prices Significant  Significant

in active observable unobservable
markets inputs inputs
Total (Level 1) (Level 2) (Level 3)
KD 000’s KD 000’s KD 000’s KD 000’s
31,399 31,399 - -
8,775 - 685 8,090
4,583 4,583 - -
228,322 228,322 - -
83 - - 83
7,328 7,328 - -
41,982 41,982 - -
17,172 - 17,172 -
23,302 - 23,302 -
9,300 - 9,300 -
372,246 313,614 50,459 8,173
Fair value measurement using
Significant Significant
Quoted prices in  observable  unobservable
active markets inputs inputs
Total (Level 1) (Level 2) (Level 3)
KD 000’s KD 000’s KD 000’s KD 000’s
25,654 25,654 - -
8,242 - 18 8,224
5,906 5,906 - -
221,298 221,298 - -
649 - 543 106
7,161 7,158 3 -
41,308 41,308 - -
18,166 - 18,166 -
23,031 - 23,031 -
10,493 - 10,493 -
361,908 301,324 52,254 8,330

For the year ended 31 December 2022

30. FAIR VALUE MEASUREMENT (continued)

The following table shows a reconciliation of the opening and closing amount of level 3 financial assets which

are recorded at fair value.

Gain recorded

Loss recorded in the
in the consolidated Net
At Arising on consolidated statement of disposals At
1 January  acquisition of  statement of  comprehensive and 31 December
2022 subsidiaries income income purchases 2022

KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s
AFS:
Unquoted equity securities 8,224 - 107) 95 122) 8,090
Unquoted managed funds 106 - (23) - - 83

8,330 - (130) 95 (122) 8,173
Loss recorded
Loss recorded in the
in the consolidated Net
At Arising on consolidated statement of purchases At
1 January  acquisition of  statement of  comprehensive and 31 December
2021 subsidiaries income income disposals 2021

KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s KD 000’s
AFS:
Unquoted equity securities 5,956 2,567 - (297) 2) 8,224
Unquoted managed funds 20 105 - - (19) 106

5,976 2,672 - (297) (21) 8,330

Description of significant unobservable inputs to valuation of financial assets:
Unquoted securities represent delisted securities on stock exchange, which are valued based on last traded
prices, adjusted for additional impairment losses recognised on a prudent basis. The Group is confident of
realising the remaining amount and believes it to be reasonable estimates of fair value.

Unquoted managed funds are valued based on net assets value method using latest available financial statements
of the funds, wherein the underlying assets are fair valued.

31. CAPITAL MANAGEMENT

The primary objective of the Group's capital management is to ensure that it maintains strong capital base and

healthy capital ratios in order to support its business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions.
To maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, issues
new shares or purchase/sale of treasury shares.

No changes were made in the objectives, policies or processes during the years ended 31 December 2022 and
2021. The Group monitors its capital at the Group level and at each of its subsidiaries.

The Group monitors capital using a gearing ratio “Financial Leverage Ratio”, which is net debt divided by total
capital plus net debt. The Group includes within net debt, credit facilities granted from banks (such as loans) and
debt securities issued (if exist). Capital represents equity after excluding non-controlling interest.
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31. CAPITAL MANAGEMENT (continued)

The Group’s gearing ratio as at 31 December was as follows:

2022 2021
KD 000’s KD 000’s

Credit facilities:

Long-term loans 58,077 75,484
Net debt 58,077 75,484
Equity (excluding non-controlling interest and Subordinated perpetual Tier 2

bonds) 228,981 213,201
Total capital and net debt 287,058 288,685
Gearing ratio 20.23% 26.15%

Liabilities arising from insurance contracts are usually checked against designated funds to policyholders as per
the regulators of each country of the Group’s operations and is monitored on periodic basis through an adequate
Asset Liability Model developed at Parent Company level as well as subsidiaries level.

Insurance and reinsurance payables are also monitored against insurance and reinsurance receivables.

All the above ratios are monitored on periodic basis and any breach (if exists) is directly reported to the key
management for their information and immediate actions.

32. HYPERINFLATION ADJUSTMENTS OF FOREIGN SUBSIDIARIES

IAS 29 requires that financial statements prepared in the currency of a hyperinflationary economy be stated in
terms of a measuring unit current at the statement of financial position date and that corresponding figures for
previous periods be stated in the same terms to the latest statement of financial position date. This has been
applied in Gulf Sigorta A.S. a subsidiary, and the restatement has been calculated by means of conversion
factors derived from the Consumer Price Index (CPI) provided by Turkey Statistical Institute. The conversion
factors used to restate the financial statements of the subsidiary are as follows:

Index Conversion factor
31 December 2022 1,128.45 1.643
31 December 2021 686.95 1.361
31 December 2020 504.81 1.146
31 December 2019 440.50 1.118
31 December 2018 393.88 1.203

The above-mentioned restatement has been accounted for as follows:

1. Financial statements prepared in the currency of a hyperinflationary economy are stated after applying
the measuring unit current at the statement of financial position date and corresponding figures for the
previous period are stated on the same basis. Monetary assets and liabilities are not restated because
they are already expressed in terms of the monetary unit current at the statement of financial position
date. Monetary items are money held and items to be recovered or paid in money;

ii. Non-monetary assets and liabilities that are not carried at amounts current at the statement of financial
position date and components of shareholders’ equity are restated by applying the relevant conversion
factors.

iii. All items in the income statement are restated by applying the relevant quarterly average or year-end
conversion factors, and

iv. The effect on the net monetary position of the Group is included in the consolidated statement of profit

or loss as a monetary gain or loss from hyperinflation.

b A B

For the year ended 31 December 2022

32. HYPERINFLATION ADJUSTMENTS OF FOREIGN SUBSIDIARIES (continued)

The movement in assets and liabilities due to hyperinflation is as follows:

Property and equipment

Unearned premium reserve

Other assets

Other impact on the consolidated statement of income and consolidated statement of
changes in equity

Total impact of hyperinflation

Consolidated statement of changes in equity:

Hyperinflation adjustment
Attributable to:

Equity holders of the Parent Company
Non-controlling interests

Consolidated statement of income:

Monetary loss from hyperinflation

Attributable to:

Equity holders of the Parent Company
Non-controlling interests

Total impact of hyperinflation

31 December
2022
KD 000’s
154
(5,078)
(2,273)
(11,601)

(18,798)

31 December
2022
KD 000’s

2,092
16

2,108

31 December
2022
KD 000’s

(16,560)
(130)
(16,690)

(18,798)
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