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Net Profit (Loss) represents the amount
attributable to the owners of the parent
Company
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AL-AHLEIA INSURANCE COMPANY S.A.K.P.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Al-Ahleia Insurance Company S.A.K.P.
(the “Parent Company”) and its subsidiaries (collectively the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2018, 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 2018, 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’ Code of Ethics
for Professional Accountants (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 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.



INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AL-AHLEIA INSURANCE COMPANY S.A.K.P. (continued)

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

Key Audit Matters (continued)
We identified the following key audit matters:

a)  Recoverability of receivables arising from insurance and reinsurance contracts

The receivables arising from insurance and reinsurance contracts amounting to KD 43,679,198
representing 16% of Group’s total assets are significant to the Group’s consolidated financial
statements as at 31 December 2018. The determination as to whether a receivable is collectable
involves significant management judgement. Specific factors management considers include the age
of the balance, 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 judgement
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 assess whether there are any 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 allowance for impairment of receivables was
recognised and understood the rationale behind management's judgement. In order to evaluate the
appropriateness of these judgements, we verified whether balances were overdue, the customer's
historical payment patterns and whether any post year-end payments have 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 allowance for impairment, we also considered
management's policy for recognising allowances for impairment on doubtful receivables.

Further, we assessed the adequacy of disclosures relating to the receivables arising from insurance
and reinsurance contracts given in Notes 11 and 12 to the consolidated financial statements.



INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AL-AHLETA INSURANCE COMPANY S.A.K.P. (continued)

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” or “OCR”),
(“Unearned Premiums Reserve” or “UPR”), (“Life Mathematical Reserve” or “LMR™) and
(“Incurred But Not Reported reserve” or “IBNR”). As at 31 December 2018, the Group has
significant insurance and reinsurance technical reserves of KD 136,834,761 representing 83% of
the Group’s total liabilities. As disclosed in Note 2.5 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 different models to calculate the insurance and reinsurance contract liabilities.

Economic assumptions such as investment return and interest rates and actuarial assumptions such
as mortality, morbidity and customer behavior, along with Groups 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 LMR 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 along with comparison to applicable industry
benchmarks. We also used our internal actuarial specialists were part of our audit team to assist us
in evaluating the key inputs and assumptions.

For other insurance technical reserves, the management uses the work of their 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 and assessed
the validity of management’s liability adequacy testing to obtain reasonable assurance that the
liabilities are adequate as compared to the expected future contractual obligations. Our work on the
liability adequacy tests on a sample basis included assessing the accuracy of the historical data
used, and reasonableness of the projected cash flows 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.

We further evaluated the adequacy of disclosures relating to insurance and reinsurance technical
reserves in Note 17 to the consolidated financial statements.



INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
AL-AHLEIA INSURANCE COMPANY S.A.K.P. (continued)

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

Key Audit Matters (continued)

¢)  Valuation and impairment of financial assets available for sale

As at 31 December 2018, the Group had financial assets available for sale amounting to
KD 63,923,359. These financial assets are either measured at fair value with the corresponding fair
value change recognized in other comprehensive income or carried at cost less impairment for those
financial assets that do not have a quoted price in an active market and whose fair values cannot be
reliably measured. If the financial assets available for sale witnessed objective evidence which
indicates a significant or prolonged decline in value, an impairment loss is recognized in the
consolidated statement of income. The valuation of the financial assets available for sale is
inherently subjective - most predominantly for the level 3, since these are valued using inputs other
than quoted prices in an active market. Impairment analysis can be subjective in nature and involve
various assumptions regarding pricing factors.

The use of different valuation techniques and assumptions could produce significantly different
estimates of the values of these financial assets available for sale and could increase the impairment
losses of the Group.

Due to the significance of estimation uncertainty associated with the fair valuation and impairment
analysis of the financial assets available for sale, this is considered a key audit matter.

For financial assets carried at fair value we performed audit procedures to assess the methodology
and the appropriateness of the valuation models and inputs used to value financial assets available
for sale. As part of these audit procedures, we assessed the accuracy of key inputs used in the
valuation such as quoted market prices, market multiples, and discount rates for lack of
marketability and lack of control, the expected cash flows, risk free rates and credit spreads by
benchmarking them with external data, investigated significant differences. We also evaluated the
Group’s assessment whether objective evidence of impairment exists for individual financial assets
and the qualitative and quantitative factors used such as the investee's financial performance
including dividends, financial condition and operations, and its market and economic environment.
Finally, we assessed the adequacy of the disclosures relating to financial assets in Note 10 to the
consolidated financial statements.

Other information included in the Group’s 2018 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. We obtained the report of the Parent Company’s Board of Directors, prior
to the date of our auditor’s report, and we expect to obtain the remaining sections of the Annual
Report after the date of our auditor’s report.

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.



INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
AL-AHLEIA INSURANCE COMPANY S.A.K.P. (continued)

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

Other information included in the Group’s 2018 Annual Report (continued)

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information identified above 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 on
the other information that we obtained prior to the date of this auditors’ report, 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 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 based on these consolidated financial statements.

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

e 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 expressing an opinion on the effectiveness of
the Group’s internal control.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
AL-AHLEIA INSURANCE COMPANY S.A.K.P. (continued)

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)
¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e 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.



INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
AL-AHLEIA INSURANCE COMPANY S.A.K.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
regulation, 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 regulation, as amended, nor of the Parent Company’s Memorandum of Incorporation and
Articles of Association, as amended, have occurred during the year ended 31 December 2018 that
might have had a material effect on the business of the Parent Company or on its financial position.
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