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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
REINSURANCE COMPANY K.S.C.P.

Report on the Audit of the Financial Statements

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

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Company as at 31 December 2022, and its financial performance
and its 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 Financial Statements’ section of our report. We are independent of the Company
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (including International Independence Standards) (IESBA Code)
together with the ethical requirements that are relevant to our audit of the financial statements in
the State of Kuwait, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and 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 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.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
REINSURANCE COMPANY K.S.C.P. (continued)

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

a) Estimates used in calculation of reinsurance contract liabilities and technical reserve
adequacy test

Reinsurance contract labilities include Outstanding Claims Reserve (OCR), Unearned Premium
Reserve (UPR) and Incurred But Not Reported Reserve (IBNR) (together “reserves”). As at
31 December 2022, the reinsurance contract liabilities are significant to the Company’s total
liabilities. The measurement of reinsurance contract liabilities involves judgment over uncertain
future outcomes, mainly the ultimate total settlement value of long-term liabilities, including any
guarantees provided to policyholders. Various economic and non-economic assumptions are
being used to estimate the adequacy of these long-term liabilities as reported in the statement of
financial position. The reinsurance contract liabilities of the Company are calculated based on
prospective actuarial methods, except for in case of the IBNR, calculated based on the historical
experience of actual amount of claims reported for similar treaties over a period of time in
comparison to the premium collected, reduced by actual reported claims until the reporting date.

The Company's reserve adequacy test is performed by an external actuary appointed by the
management in order to confirm that reinsurance contract liabilities, net of deferred acquisition
cost, are adequate in the context of expected future cash outflows. Considering the significance
of reinsurance contract liabilities and the complexity and estimations involved in the actuarial
valuations and reserve adequacy test, we determined this to be a key audit matter.

Our audit procedures included, among other things, testing the design and operating effectiveness
of the key controls around recording and reserving process for reported claims, unreported claims
and unearned premium and assessing management's determination and approval process for
setting economic and actuarial assumptions and estimated versus actual results and experience
studies. We tested a sample of outstanding claims and related reinsurance recoveries and
subrogation claims, focusing on those with most significant impact on the financial statements to
assess whether claims and related recoveries are appropriately estimated. We further performed
audit procedures to determine whether the models and systems used in calculating the reinsurance
contract liabilities are appropriate. In addition, our audit procedures also included assessing the
Company's methodology for calculating the insurance contract liabilities, reserve adequacy tests
and an assessment of internal controls in this respect, including the analysis of the movements in
insurance contract liabilities and reserve adequacy surplus per segment during the year.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
REINSURANCE COMPANY K.S.C.P. (continued)

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

a) Estimates used in calculation of reinsurance contract liabilities and technical reserve
adequacy test (continued)

We evaluated the objectivity, independence and expertise of the actuarial valuator appointed by
management and verified the data used by external actuary to the actuarial exhibits and verified
that the data on which the estimate is based is accurate and complete. We performed procedures
for areas of higher risk and estimation with the assistance of our internal specialists, which
included considering the appropriateness of economic and actuarial assumptions and estimates
used in the actuarial valuation reports and assessing the experience analysis performed by the
Company. We also involved our internal specialists in assessing the appropriateness of actuarial
judgements used in the models, the compliance of the models with the applicable accounting
standards, the reasonableness of the projected cash flows and challenging the assumptions
adopted in the context of both the Company and industry experience to ensure that the reserves
are adequate as per IFRS. Further, we assessed the adequacy of the disclosures relating to these
reserves given in note 10 to the financial statements.

b) Recoverability of receivables arising from reinsurance contracts
The receivables arising from reinsurance contracts are significant to the Company’s financial
statements at 31 December 2022. The determination as to whether a receivable is collectable
involves management judgement. Specific factors management considers include 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
judgement and due to the materiality of the amounts involved.

Our audit procedures included evaluating the ageing analysis 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 larger receivable balances where a provision 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 customers' 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 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.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
REINSURANCE COMPANY K.S.C.P. (continued)

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

b) Recoverability of receivables arising from reinsurance contracts (continued)
We also challenged management's rationale where provisions were recognised on transactions
that were not overdue as at the reporting date and verified these were appropriately supported.

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
reinsurance contracts given in note 9 to the financial statements.

Other information included in the Company’s 2022 Annual report
Management is responsible for the other information. Other information consists of the
information included in the Company’s 2022 Annual Report, other than the financial statements
and our auditor’s report thereon. We obtained the report of the 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 financial statements does not cover the other information and we do not and
we will not express any form of assurance conclusion thereon.

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

In preparing the financial statements, management is responsible for assessing the Company’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 Company or to cease operations, or has no realistic alternative but to do so.

Those Charged with Governance are responsible for overseeing the Company’s financial
reporting process.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
REINSURANCE COMPANY K.S.C.P. (continued)

Report on the Audit of the Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the 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 financial statements.

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 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 Company’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 Company’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 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 Company to cease to continue as a going concern.

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

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.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT
REINSURANCE COMPANY K.S.C.P. (continued)

Report on the Audit of the Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)
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 applied.

From the matters communicated with Those Charged with Governance, we determine those
matters that were of most significance in the audit of the 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 Matters
Furthermore, in our opinion proper books of account have been kept by the Company and the
financial statements, together with the contents of the report of the Company’s Board of Directors
relating to these 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 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 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, nor of the 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
Company or on its financial position.

ABDULKARIM ALSAMDAN
LICENCE NO. 208-A
EY
AL AIBAN, AL OSAIMI & PARTNERS

15 February 2023
Kuwait
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Kuwait Reinsurance Company K.S.C.P.
STATEMENT OF INCOME
For the year ended 31 December 2022

2022 2021
Notes KD KD

Premiums earned 71,028,656 67,743,203
Premiums ceded to reinsurers (5,913,694) (5,240,842)

Net premiums earned 65,114,962 62,502,361

Claims incurred (44,198,364) (47,975,927)
Reinsurers’ share of claims incurred 2,217,156 4,881,547

Net claims incurred (41,981,208) (43,094,380)
Net premium acquisition costs (15,684,593) (13,421,241)
Commission received on reinsurance ceded 290,980 384,216

NET UNDERWRITING RESULT 7,740,141 6,370,956

Net investment income 4 3,910,466 3,180,281
Rental income from investment properties 692,154 773,660
Revaluation gain on investment properties 12 5,603 3,399
General and administrative expenses (2,989,115) (2,670,792)
Investment property expenses (89,735) (57,097)
Depreciation (61,487) (91,743)
Finance cost - (34)
Foreign exchange loss (667,562) (672,993)
Gain on sale of property and equipment 2,500 -

PROFIT BEFORE CONTRIBUTION TO KUWAIT
FOUNDATION FOR THE ADVANCEMENT OF SCIENCES
(“KFAS”), NATIONAL LABOUR SUPPORT TAX (“NLST”), ZAKAT
AND DIRECTORS’ REMUNERATION 8,542,965 6,835,637

KFAS (76,887) (61,521)
NLST (210,337) (178,995)
Zakat (84,041) (71,531)
Directors’ remuneration 13 (201,200) (206,500)

PROFIT FOR THE YEAR 5 7,970,500 6,317,090

BASIC AND DILUTED EARNINGS PER SHARE (fils) 6       33.46 26.52
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Kuwait Reinsurance Company K.S.C.P.
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2022

2022 2021
KD KD

PROFIT FOR THE YEAR 7,970,500 6,317,090

Other comprehensive (loss) income:
Items that are or may be reclassified subsequently to statement of income:
Financial assets available for sale
- Net changes in fair value (695,232) 1,013,858
- Transferred to statement of income on sale of financial assets available for sale (112,141) 164,686
Foreign currency translation adjustment 242,818 (131,709)

Other comprehensive (loss) income for the year (564,555) 1,046,835

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 7,405,945 7,363,925
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