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2018-12-31 2019-12-31 Statement
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12.2% 11,901,838 13,348,281 Net Profit (Loss) represents the amount

attributable to the owners of the parent Company
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Basic & Diluted Earnings per Share
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21.6% 278,893,098 339,070,906 2 2

Current Assets
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Total Assets
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Current Liabilities
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Total Liabilities
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22.1% 89,140,379 108,802,359 Total Equity attributable to the owners of the

Parent Company
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Total Operating Revenue
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37.8% 15,703,779 21,640,235 i el

Net Operating Profit (Loss)
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Accumulated Loss / Paid-Up Share Capital
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rati Statement
2018-12-31 2019-12-31

A1 S, 401 by polidl (Blull) ol dlo
102.5% 1,304,331 2,641,058 Net‘ Profit (Loss) represents the amount
attributable to the owners of the parent
Company
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94.5% 7.29 14.18 | e B e
Basic & Diluted Earnings per Share
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10% 49,338,200 54,272,986 ; ;
Total Operating Revenue
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86.4% 3,051,615 5,688,631 Bltlimrhg

Net Operating Profit (Loss)

e Not Applicable for first Quarter

The increase in the net profit attributable to the
shareholders of the group for the year ended
December 31, 2015 compared to the year
ended December 31,2018 is mainly due to the
increase in net operating (underwriting) income
by 37.8% which was mainly due to the increase
in Gross Premiums Written by 8%.
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Attach a copy of the financial statements approved by the Board of

Directors and the approved auditor's report
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working world Ahmed Al Jaber Street
Safat Square 13001, Kuwait

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
GULF INSURANCE GROUP K.S.C.P.

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 2019, 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 2019, 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’ 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 Consolidated 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 consolidated 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 consolidated financial

statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
GULF INSURANCE GROUP K.S.C.P. (continued)

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 2019. 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 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
customer's 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.

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 10 and 11 to the consolidated financial
statements.



EY

Building a better
working world

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
GULF INSURANCE GROUP K.S.C.P. (continued)

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

Key Audit Matters (continued)

b) Impairment of Goodwill

The impairment testing of goodwill performed by the management is significant to our audit
because assessment of the recoverable amount of cash generating unit (CGU) under the value-
in-use basis is complex and requires considerable judgment on the part of management. As
disclosed in Note 2.6 and 7 to the consolidated financial statements, management’s impairment
assessment process is highly judgmental and is carried out using various variables and
assumptions, including estimated future cashflows, terminal growth rate and discount rates,
which are affected by expected future market or economic conditions. Given the high level of
management judgment in their impairment assessment, we considered this area to be a key audit
matter.

Our audit procedures included an assessment of the management’s estimates, evaluation and
testing the assumptions, methodologies, cash generating unit (CGU) determination, discount
rates and data used by the Group. We evaluated the basis of preparing those forecasts taking
into account the appropriateness of forecasts and the evidence supporting underlying
assumptions. Future cashflows assumptions were evaluated through comparison of current
performance, seeking corroborative evidence and enquiry with management in respect of key
growth and performance assumptions. We further evaluated the reasonableness of other key
assumptions such as the discount rate and long-term growth rate in the value in use model. We
also performed procedures in relation to the mathematical integrity of management’s model
and carried out audit procedures on management’s sensitivity calculations, which are disclosed
in Note 7 of the consolidated financial statements.

¢) 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 2019, the insurance and reinsurance
technical reserves are significant to the Groups total liabilities. As disclosed in Notes 2.6 and
11 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.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
GULF INSURANCE GROUP K.S.C.P. (continued)

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

¢) Insurance and Reinsurance Technical Reserves (continued)

The Group uses the work of a management’s internal specialist, and an external independent
actuary, for the determination of Life Mathematical Reserve 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.

For non-life insurance technical reserves, the management uses the work of their internal
specialist to assess the liabilities. Our audit procedures focused on evaluating the competence,
capabilities and objectivity of the management’s specialist and evaluating their work. 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 liability adequacy
testing are adequate as compared to the expected future contractual obligations. Our work on
the liability adequacy tests included assessing the accuracy of the historical data used, and
evaluating the projected cashflows 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 11 to the consolidated financial statements.

Other information included in the Group’s 2019 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.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
GULF INSURANCE GROUP K.S.C.P. (continued)

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

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 contro] 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.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o 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.

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
GULF INSURANCE GROUP K.S.C.P. (continued)

Report on the Audit of the Consolidated Financial Statements (continued)
Auditor’s Responsibilities for the Audit of the Consolidated F. inanéial Statements (continued)

¢ 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.

e 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.

e 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, related safeguards.

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.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
GULF INSURANCE GROUP K.S.C.P. (continued)

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 2019 that might have had a material effect on the business of the
Parent Company or on its financial position.

EY ERNST & YOUNG

/|
L/\ﬁ/—; Al Athan, Al Osaimi & Partners

BADER A. AL-ABDULJADER
LICENCE NO. 207 A

EY

AL AIBAN, AL OSAIMI & PARTNERS

23 February 2020
Kuwait



Gulf Insurance Group K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2019

Notes
Revenue
Premiums written
Reinsurance premiums ceded

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

Net premiums earned
Commission received on ceded reinsurance
Policy issuance fees
Net investment (loss) income from designated life and medical
insurance 3

Expenses

Claims incurred 11
Commission and discounts

Maturity and cancellations of life insurance policies

General and administrative expenses

Net underwriting income

Net investment income 3
Finance costs

Share of results of associates 6
Net sundry income

Other charges:
Unallocated general and administrative expenses

PROFIT FOR THE YEAR BEFORE CONTRIBUTION TO KFAS,
NLST, ZAKAT AND DIRECTORS’ REMUNERATION

Provision for contribution to Kuwait Foundation for advancement
of science (KFAS)

Provision for National Labour Support Tax (NLST)

Provision for Zakat

Directors’ remuneration

Taxation from subsidiaries

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 4

The attached notes 1 to 31 form part of these consolidated financial statements.

2019 2018
KD KD
394,059,184 364,603,854
(211,383,044)  (193,452,873)
182,676,140 171,150,981
(345,093) (7,634,132)
(1,033,654) 1,518,954
181,297,393 165,035,803
17,761,978 17,122,015
3,175,220 3,576,823
3,085,361 278,611
205,319,952 186,013,252
128,654,217 119,118,160
22,501,316 20,637,163
5,368,202 4,132,368
27,155,982 26,421,782
183,679,717 170,309,473
21,640,235 15,703,779
10,474,468 10,140,997
(3,444,736) (2,921,089)
1,534,412 2,887,119
2,477,819 3,530,405
32,682,198 29,341,211
(13,457,439)  (12,731,399)
19,224,759 16,609,812
(110,883) (122,112)
(337,570) (308,404)
(102,603) (98,043)
(185,000) (185,000)
(3,205,904) (1,233,527)
15,282,799 14,662,726
13,348,281 11,901,838
1,934,518 2,760,888
15,282,799 14,662,726
73.65 fils 66.49 fils

8



Gulf Insurance Group K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2019

ASSETS
Property and equipment
Right-of-use assets
Investment in associates
Goodwill
Financial instruments:

Investments held to maturity

Debt securities (loans)

Investments available for sale

Investments carried at fair value through profit or loss
Loans secured by life insurance policies
Premiums and insurance balances receivable
Reinsurance recoverable on outstanding claims
Investment properties
Other assets
Time deposits
Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

EQUITY ATTRIBUTABLE TO THE EQUITY HOLDERS
Share capital

Share premium

Treasury shares

Treasury shares reserve

Statutory reserve

Voluntary reserve

Other reserve

Cumulative changes in fair values
Foreign currency translation adjustments
Revaluation reserve

Retained earnings

Equity attributable to equity holders of the Parent Company

Non-controlling interests
Total equity

LIABILITIES

Liabilities arising from insurance contracts:
Outstanding claims reserve

Unearned premiums reserve

Life mathematical reserve

Incurred but not reported reserve

Total liabilities arising from insurance contracts
Premiums received in advance

Insurance payable

Other liabilities

Long term loans

Bank overdrafts

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

Farqad A. Al-Sane
Chairman

Notes

2.3

o]

10
11

12
13
14

15/
18

11
11
11
11

19
20
14
14

The attached notes 1 to 31 form part of these consolidated financial statements.

2019 2018
KD KD
35,215,083 29.270,773
2,213,395 -
43,437,290 43,269,439
15,104,460 15,104,460
29,687,204 23,229,055
13,604,047 16,651,860
44,951,045 41,426,526
26,329,719 24,618,304
1,104,147 1,266,637
142,633,886 109,854,177
247,320,982 130,968,572
6,166,079 4,978,330
28,457,095 28,880,275
39,280,244 32,678,083
87,661,768 64,943,762
763,166,444 567,140,253
18,703,913 18,703,913
3,600,000 3,600,000
(429,455) (4,203,067)
3,099,292 2,051,215
18,703,913 18,703,913
27,558,098 26,149,664
(2,836,728) (3,101,138)
1,529,248 (1,778,260)
(19,841,408) (20,903,698)
12,241,253 8,939,446
46,474,233 40,978,391
108,802,359 89,140,379
26,044,031 23,282,933
134,846,390 112,423,312
319,935,216 195,390,920
59,508,501 59,467,577
26,370,500 24,507,131
2,586,940 1,650,000
408,401,157 281,015,628
5,751,229 4,376,713
125,719,810 75,301,741
51,379,273 47,349,683
35,333,500 -
1,735,085 46,673,176
628,320,054 454,716,941
763,166,444 567,140,253




