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INDEPENDENT AUDITORS' REPORT

The Shareholders
Warba Insurance Company - K.S.C.
State of Kuwait

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Warba Insurance Company - K.S.C.
(the Parent Company) and its subsidiary (the Group), which comprise the consolidated statement of financial
position as of December 31, 2013 and the consolidated statements of income, comprehensive income, changes
in equity and cash flows for the year then ended and a summary of significant accounting policies and other
explanatory notes.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards, 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with Intemational Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on auditors' judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, auditors consider internal control refevant to the entity’s preparation
and fair presentation of the consolidated financial statements 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
entity's internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion on the consolidated financial statements.



Deloitte. RSM Albazie & Co

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of Warba Insurance Company - K.S.C. and its subsidiary as of December 31, 2013, and their
financial performance and cash flows for the year then ended in accordance with International Financial
Reporting Standards.

Report on other Legal and Requlatory Requirements

Also 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 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 Companies Law No. 25 of 2012, its amendments and
executive regulations, and of Law No. 24 of 1961 and its amendments concerning insurance companies and
insurance agents and its related rules and by the Parent Company's Articles of Association and Articles of
Incorporation , and that an physical stocktaking was duly carried out. According to the information available to us,
no material violations of Companies Law No. 25 of 2012, its amendments and executive regulations, or of Law
No. 24 of 1961 and its amendments or of Parent Company's Articles of Association or Articles of Incorporation
have occurred during the year ended December 31, 2013 that might have had a material effect on the business
of the Group or on its consolidated financial position.

Bader A. Al-Wazzan r. Shuaib A. Shuaib
Licence No. 62A Licence No. 33-A

Al-Wazzan & Co. RSM Albazie & Co.
Deloitte & Touche

State of Kuwait
March 13, 2014



WARBA INSURANCE COMPANY - K.5.C. AND ITS SUBSIDIARY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS OF DECEMBER 31, 2013
{All amounts are in Kuwaiti Dinars)

Note 2013 2012
ASSETS
Cash and cash equivalents 3 4,034,461 2,346,420
Fixed deposits 4 6,672,000 4,379,000
Investments at fair value through income statement 5 2,157,600 2,219,054
Insurance and reinsurance receivables 6 18,327,971 19,287,805
Other receivables 7 2,839,222 5,013,699
Loan secured by life insurance policies 20,010 13,681
Investments available for sale 8 18,888,479 19,567,759
Investment in an associate 9 2,856,293 3,733,550
Investment properties 10 4,200,000 4,340,000
Reinsurance share in reserve for outstanding claims 16,539,611 29,234,758
Goodwill 62,240 62,240
Property and equipment 1" 8,632,161 8,664,155
Total assets 85,230,048 08,862,121
LIABILITIES AND EQUITY
Liabilities:
Insurance conlract liabilities 12 23,525,537 34,222,637
Accounts payable 3,537,770 3,711,256
Insurance and reinsurance payables 13 7,617,116 9,763,091
Other credit balances 14 3,977,855 3,561,910
Total liabilities 38,658,278 51,258,894
Equity:
Share capital 15 17,278,874 17,278,874
Treasury shares 16 (1,255,986) (40,586)
Treasury shares reserve 164,760 164,760
Statutory reserve 17 8,781,109 8,781,109
Voluntary reserve 18 9,049,254 8,930,389
General reserve 4,000,000 4,000,000
Cumulative change in fair value 5,696,428 5,812,843
Share of other comprehensive income of associate 21,101 27,740
Retained eamings 2,625,787 2,471,948
Equity attributable to shareholders of the Parent Company 46,361,327 47,427,077
Non-controlling interest 210,443 176,150
Total equity 46,571,770 47 603,227
Total liabilities and equity 85,230,048 98,862,121

The accompanying notes (1) to (32) form an integral part of these consolidated financial state ments

Ql \\\

Sheikh / Mohammed Jarzh Sabah Al-Sabah
Vice Chairman




WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY
CONSOLIDATED STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2013

{All amounts are in Kuwaiti Dinars)

Revenue:

Premiums written

Reinsurance share

Net premiums written

Movement in reserve for unexpired risks
Movement in reserve for life insurance fund
Net premiums earned

Net commissions

Issuance fees

Net investment income from life insurance

Expenses;

Net claims incurred
General and administrative expenses

Net underwriting income
Net investment income from non-life insurance
Insurance services income

Other income

Other expenses:

Insurance services expense

Unallocated general and administrative expenses

Profit for the year from continuing operations

Discontinued operations:

Profit for the year from discontinued operation

Profit for the year before Contribution to Kuwait Foundation for
the Advancement of Science (KFAS), National Labor Support
Tax (NLST), Zakat and Board of directors' remuneration

Contribution to Kuwait Foundation for the Advancement of

Science (KFAS)
National Labor Support Tax (NLST)

Zakat

Board of directors' remuneration
Net profit for the year

Attributable to:
Shareholders of the Parent Company
Non-controiling interest

Eamings per share from continuing operations (fils)
Eamings per share from discontinued operations (fils)

Note 2013 2012
30,854,659 26,269,667
(16,849,101) (16,387,467)
14,005,558 9,882,200
231,151 (37,337)
(835,109) (177,391)
13,401,600 9,667,472
{951,239) 182,909
199,115 158,902
19 21,337 28,901
12,670,813 10,038,184
(7,554,474) (4,662,487)
(4,330,829) (4,509,687)
(11,885,303) (8,172,174)
26 785,510 866,010
19 618,190 334,051
691,192 560,909
140,588 23,775
2,235,480 1,784,745
(614,315) (559,971)
{466,830) (349,524)
1,154,335 875,250
9 68,613 195,814
1,222,948 1,071,064
21 (10,919) (8,726)
22 {23,309) (21,829)
23 {8,357) (6,774)
{10,500) {10,500)
1,169,863 1,023,235
1,135,570 1,020,557
34,293 2,678
1,169,863 1,023,235
24 6.29 4.78
24 0.40 1.13

The accompanying notes (1) to (32) form an integral part of these consolidated financial statements




WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2013

{All amounts are in Kuwaiti Dinars)

Note 2013 2012

Net profit for the year 1,169,863 1,023,235
Other comprehensive income:
Items that may be reclassified subsequently to consolidated

statemnent of income
Changes in fair value of investments available for sale 8 (116,415) 1,281,146
Share of other comprehensive income of associate 9 21,101 26,475
Share of other comprehensive income of associate transfer to

statement of income on disposal of discontinued operation 9 (27,740) -
Other comprehensive (loss) income for the year (123,054) 1,307,621
Total comprehensive income for the year 1,046,809 2,330,856
Attributable to:
Shareholders of the Parent Company 1,012,516 2,328,178
Non-controlling interest 34,293 2,678
Total comprehensive income for the year 1,046,809 2,330,856

The accompanying notes (1) to (32) form an integral part of these consolidated financial statements
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WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2013
(All amounts are in Kuwaiti Dinars)

Cash fiows from operating activities:

Net profit for the year before KFAS, NLST, Zakat and Board of
Directors' remuneration

Adjustments:
Net investment income
Depreciation

Changes in operating assets and liabilities:

Insurance and reinsurance receivables and other receivables
Net movement of insurance and reinsurance companies
Insurance coniract liabilities

Accounts payable

Other credit balances

Net cash generated from operating activities

Cash fiows from investing activities:

Net movement in fixed deposits

Proceeds from sale of investments at fair value through income
statement

Paid for purchase of investments available for sale

Proceeds from sale of investments available for sale

Proceeds from disposal of discontinued operations

Paid for purchase of property and equipment

Interest income received

Cash dividends received

Cash dividends received from associate

Rental income received

Net cash generated from investing activities

Cash flows from financing activities:

Dividends paid to shareholders

Purchase of treasury shares

Net cash used in financing activities

Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of year
Cash and cash equivalents at the end of year

Non-cash transaction

Settlement of due from a related party against business combination

Note 2013 2012
1,222,948 1,071,064
(708,140)  (558,766)

11 350,045 414,671
864,853 926,969
373,251 (325,123)
10,549,172  (9,906,607)
(10,697,100) 9,048,570
(173,486) 208,031
360,856 209,833
1,277,546 161,673
(2,293,000)  (1,135,000)
- 1,010,210
8 (58,074) (309,565)
861,807 544,500
9 3,729,600 .
1 (318,051) (461,338)
58,719 94,935
497,356 427,251
9 i 67,201
8,400 14,130
2,486,757 252,324
(860,862) (842,514)
(1,215,400) -
(2,076,262) (842,514)
1,688,041 (428,517)
2,346,420 2,774,937
3 4,034,461 2,346,420
9 2,786,100 -

The accompanying notes (1) to (32} form an integral part of these consolidated financial statements




WARBA INSURANCE COMPANY - K.5.C. AND ITS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

(All amounts are in Kuwaiti Dinars)

1

Incorporation and objectives of the Parent Company

Warba Insurance Company was incorporaled as a Public Kuwaiti Shareholding Company in State of Kuwait
in accordance with the Amiri Decree of October 24, 1976 and its shares are listed on Kuwait Stock
Exchange.

The objects of the Parent Company and ils subsidiary are to underwrite life and non- life insurance risks
such as fire, general accidents, land, marine and aviation and others, lend funds which resulted from
issuance of insurance policies and to invest in permitted securities.

The Companies Law was issued on November 26, 2012 by the Decree No. 25 of 2012 (the “Companies
Law"), and had cancelled the Commercial Companies Law No. 15 of 1960. The Companies Law was
subsequently amended by the Law No. 97 of 2013 dated March 27, 20113. The Executive Charter of the new
amended law was issued on September 28, 2013 and was published in the Ofiicial Gazette on October 6,
2013. As stated in article No. (3) of the Executive Charter, all companies have a grace period of one year
from the Executive Charter's publication date to comply with the new amended law requirements

The registered address of the Group's office is P.O. Box 24282 Safat, 13103 - State of Kuwait.
The total number of employees of the Group is 343 employees (2012 — 322 employees).

The consolidated financial statements were authorized to be issued by the Parent Company's Board of
Directors on March 13, 2014. The Shareholders’ General Assembly has the power to amend these
consolidated financial statements after issuance.

Significant accounting policies
The accompanying consclidated financial statements of the Group have been prepared in accordance with

the International Financial Reporting Standards (IFRS) as issued by the Intemnational Accounting Standards
Board (IASB) and applicable requirements of Ministerial Order No. 18 of 1990. Significant accounting
policies are summarized as follows:

a) Basis of preparation

The consolidated financial statements are presented in Kuwaiti Dinars and are prepared under the
historicat cost principle except for investments at fair value through income statement, quoted
investments available for sale and investment properties. The accounting policies applied by the group
are consistent with those used in the previous year except for the changes due to implementation of the
following new and amended International Financia! Reporting Standards as of January 1, 2013:

IAS 1 Presentation of items of other comprehensive income

The amendments to IAS 1 require items of other comprehensive income to be grouped into two

categories:

a) Items that will not be reclassified subsequently to consolidated statement of income.

b) Items that may be reclassified to consolidated statement of income when specific conditions are
met.

The amendments are effective for annual periods beginning on or after July 1, 2012,




WARBA INSURANCE COMPANY - K.5.C. AND ITS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

(All amounts are in Kuwaiti Dinars)

IAS 28 Investments in associates and joint ventures.

As a consequence of the new IFRS 11 Joint Arrangements and IFRS 12 Disclosure of Interests in other
entities IAS 28 Investments in Associates has been renamed to IAS 28 investments in Associates and
Joint Ventures and describes the application of the equity method to investments in Joint Ventures in
addition to associates. The revised standard becomes effective for annual periods beginning on or after
January 1, 2013.

IFRS 7 Offsetting financia! assels and financial liabilities and related disclosures

The amendments to IFRS 7 require enfities to disclose information about rights of offset and related
arrangements for financial instruments under an enforceable master netting agreement or similar
arrangement. The amendments are effective for annual periods beginning on or after January 1, 2013.

IFRS 10 Consolidated Financial Statements

The new Standard identifies the principles of control, determines how to identify whether an investor
controls an investee and therefore must consolidate the investee, and sets out the principles for the
preparation of consolidated financial statements. It introduces a single consolidation model that
identifies control as the basis for consolidation for all types of entities, where control is based on
whether an investor has power over the investee, exposure/rights to variable returns from its
involvement with the investee and the ability to use its power over the investee to affect the amount of
the returns. This standard is effective for annual periods beginning on or after 1 January 2013.

[FRS 12 Disclosure of Interests in Other Entities

The new Standard combines, enhances and replaces the disclosure requirements for subsidiaries, joint
amangements, associates and unconsolidated structured entities. It requires extensive disclosure of
information that enables users of financial statements to evaluate the nature of, and risks associated
with, interests in other entities and the effects of those interests on the entity's financial position,
financial performance and cash flows. IFRS 12 is effective for annual periods beginning on or after 1
January 2013.

IFRS 13 Fair Value Measurement

This IFRS
a} defines fair value

b) sels outin a single IFRS a framework for measuring fair value and
¢) Requires disclosures about fair value measurements.

IFRS 13 applies when other IFRSs require or permit fair value measurements. It does not introduce any
new requirements to measure an asset or a liability at fair value, change what is measured at fair value
in IFRS or address how to present changes in fair value. The new requirements are effective for annual
periods beginning on or after 1 January 2013.

Standards and Interpretations issued but not effective

The following |ASB Standards and Interpretations have been issued but are not yet effective, and have
not yet been adopted by the Group:




WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

(All amounis are in Kuwaili Dinars)

IFRS 9 Financial Instruments;

The standard, which was earlier effective for annual periods beginning on or after January 1, 2015 and
now deferred specifies how an entity should classify and measure its financial assets. It requires all
financial assets to be classified entirely based on the entity's business model for managing the financial
assels and the contractual cash flow characteristics of the financial assets. Financial assets are
measured either at amortized cost or fair value.

These requirements improve and simplify the approach for classification and measurement of financial
assets compared with the requirements of IAS 39. They apply a consislent approach to classifying
financial assets and replace the numerous categories of financial assets in I1AS 39, each of which had
its own classification criteria. They also result in one impairment method, replacing the numerous
impairment methods in IAS 39 that arise from the different classification categories.

Amendments to |AS 32 offsetting financial assets and financial liabilities

The amendments to IAS 32 ciarify the meaning of “cumently has a legally enforceable right of set off"
and “simultaneous realization and settlement”. These are effective for annual periods beginning on or
after January 1, 2014,

Amendments to IFRS 10, IFRS 12 Invesiment Entities.

The amendments to IFRS 10 define an investment entity and require a reporting entity that meets the
definition of investment entity not to consolidate its subsidiaries but instead to measure its subsidiaries
al fair value through profit or loss in its consolidated financial statements. The amendments are effective
for annual periods beginning on or after January 1, 2014,

The implementation of these amendments and standards will not have material impact on consolidated
financial statements of the Group.

The preparation of consolidated financial statements in conformity with International Financial Reporting
Standards requires management to make judgments, estimates and assumptions in the process of
applying the Group's accounting policies. Significant accounting judgments, estimates and assumptions
are disclosed in Note 2(v).

Basis of Consolidation

The consolidated financial statements incorporate the financial statements of Warba Insurance
Company - K.S.C and the following subsidiary:

Percentage of holding
Country of
Name of Subsidiary Incorporation 2013 2012
WAPMED TPA Services Company -
K.S.C (Closed) Kuwait 54.57% 54.57%

Subsidiaries are those enterprises controlled by the Parent Company. Control exists when the Parent
Company

» Has power over the investee.
* Is exposed, or has rights to variable retums from its involvement with the investee; and
» Has the ability to use its power to affect its returmns.

10



WARBA INSURANCE COMPANY - K.S.C. AND iTS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

{All amounts are in Kuwaiti Dinars)

The Company reassess 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 listed above.

When the Company has less than a majority of voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant activities
of the investee unilaterally. The Company considers all relevant facts and circumstances in assessing
whether or not the Company’s voting rights in an investee are sufficient to give it power, including:

* The size of the Company's holding of voting rights relative to the size and dispersion of holdings of
the other vole holders.

« Potential voling rights held by the company, other vote holders or other parties.

e rights arising from other contractual arrangements; and

« Any additional facts and circumstances that indicate that the Company has, or does not have, the
current ability to direct the relevant activities at the time that decisions need to be made, including
voting patterns at previous shareholders' meetings.

The financial statements of subsidiaries are included in the consolidated financial statements from the
date that control effectively commences unlil the date that conirol effectively ceases. All inter-company
balances and transactions, including inter-company profits and unrealized profits and losses are
eliminated in full on consolidation. Consolidated financial statements are prepared using uniform
accounting policies for like transactions and other events in similar circumstances.

Non-controlling interests in the net assets of consolidated subsidiaries are identified separately from the
Group's equity therein. Non-cantrolling interests consist of the amount of those interests at the date of
the original business combination and the Non-controlling shareholders share of changes in equity
since the date of the combination.

Non-controlling interests are measured at either fair value, or at its proportionate interest in the
identifiable assets and liabilities of the acquiree, on a transaction-by-transaction basis.

A change in the ownership interest of a subsidiary, without a change of control, is accounted for as an
equity transaction. The carrying amounis of the group's ownership interests and non-controlling
interests are adjusted to reflect changes in their relative interests in the subsidiaries. Any difference
between the amount by which non-controlling interests are adjusted and fair value of the consideration
paid or received is recognized directly in equity and attributable to owners of the Company. Losses are
attributed to the non-controlling interest even if that results in a deficit balance, If the Group loses control
over a subsidiary, it;

» Derecognizes the assets (including goodwill) and liabilities of the subsidiary;
o Derecognizes the carrying amount of any non-controlling interest;

» Derecognizes the cumulative translation differences, recorded in equity;

» Recognizes the fair value of the consideration received;

» Recognizes the fair value of any investment retained;

* Recognizes any surplus or deficitin profit or loss; and

» Reclassifies the Parent Company's share of components previously recognized in other
comprehensive income to profit or loss or retained eamings as appropriate.

11



WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

(All amounts are in Kuwaiti Dinars)

c)

d)

Cash and cash equivalents

Cash in hand, call deposits and time deposits with banks whose original maturities do not exceed a
period of three months are classified as cash and cash equivalents in the consolidated financial

statements.

Financial Instruments

Classification and measurement:

The Group classifies financial assets as “at fair value through income statement”, “receivables™ and
‘available for sale”. Financial liabilities are classified as “other than at fair value through income
statement”.

Recognition and de-recognition:

All financial assets and liabilities are initially recognized at its fair value plus, (except for financial
instruments classified as “at fair value through income statement”), transaction costs that are directly
attributable 1o the acquisition of the financial instrument.

A financial asset or a financial liability is recognized when the Group becomes a party to the contractual
provisions of the instrument. A financial asset is derecognized when Group's contractual rights o the
cash flows from the financial asset expire or when the Group has transferred substantially all the risks
and rewards of ownership or when it has neither transferred nor retained substantially all risks and
rewards of ownership and it no longer has conlrol over the asset or portion of the asset. If the Group
has retained control, it shall continue to recognize the financial asset o the extent of ils continuing
involvement in the financial asset,

A financial liability is derecognized when Group's obligation specified in the contract is discharged.

All ‘regular way' purchase and sale of financial assets are recognized using settiement date accounting.
Changes in fair value between the trade date and settlement date are recognized in consolidated
statement of income or in consolidated stalement of comprehensive income in accordance with the
policy applicable to the related instruments. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame generally established by regulations
or conventions in the market place.

At fair value through income statement:

Financial assets "at fair value through income statement® are further divided into two sub categories;
"held for trading™ and "designated at fair value through income statement at inception®. A financial asset
is classified in this category if acquired principally for the purpose of selling in the short term or if they
are managed and their performance is evaluated and reporled internally on a fair value basis in
accordance with a documented investment strategy.

Financial assets "at fair value through income statement” are subsequently re-measured at fair value
and gains or losses arising from changes in fair value are included in the consolidated statement of
income.

12



WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

{All amounts are in Kuwaiti Dinars)

Loans and receivables:

These are non-derivative financial assets. They have fixed or determinable payments that are not
quoted in an active market. These are subsequently measured and carried at amortized cost using the
effective yield method, less any provision for impairment,

Available for sale;

These are non derivative financial assets and they are not included in any of the above classifications
and are principally those intended to be held for an indefinite period of time, which may be sold in
response to needs for liquidity, changes in interest rates or prices. These are subsequently re-measured
and carried at fair value. Any resultant unrealized gains and losses arising from changes in fair value
are taken to cumulative change in fair value in consolidated statement of comprehensive income. When
the available for sale asset is disposed off or is impaired, the related accumulated change in fair value
earlier reported in the consolidated statement of comprehensive income are transferred to the
consolidated statement of income.

Financial liabilities:
Financial liabilities are carried at amortized cost using the effective yield method.
Fair values:

Fair values are estimated based on quoted current bid prices or using the current market rate of interest
for that instrument. The fair value of interest-bearing financial instruments is estimated based on
discounted cash flows using interest rates for items with simitar terms and risk characteristics. Fair
values of unquoted instruments are estimated using price/ eamings models or discounted cash flow
techniques, market price of similar instruments or broker's quotes.

Impairment;

A financial asset is impaired if its carrying amount is greater than its estimated recoverable amount. An
assessment is made at each consolidated statement of financial position date to determine whether
there is objective evidence that a specified asset, or a group of similar assets, may be impaired.

In the case of financial assets classified as available for sale, a significant or prolonged decline in the
value of assets below its cost is considered in determining whether the assets are impaired. If any such
evidence exists for available for sale financial assets, the cumulative loss measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognized in the consolidated stalement of income, is removed from consolidated statement
of comprehensive income and recognized in the consolidated statement of income. Impairment loss
recognized in the consolidated statement of income on available for sale financial assets that are equity
instruments are not reversed through the consolidated statement of income.

Credit risk provision for impairment of loans and receivables is established if there is objective evidence
that the Group will not be able fo collect all amounts due. The amount of the provision is the difference
between the carrying amount and the recoverable amount, being the present value of expected future
cash flows, including amounts recoverable from guarantees and collaterals discounted at the original
effective rate of interest and the current interest rate for fixed and floating rate loans respectively.
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e)

Assaciates

Associates are those entities over which the Group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates
are initially recognized at cost and are subsequently accounted for by the equity method of accounting
from the date of significant influence to the date it ceases. Under the equity method, the Group
recognizes in the consolidated statement of income, its share of the associate’s post acquisition results
of operations and in equity, its share of post acquisition movements in reserves that the associate
directly recognizes in statement of other comprehensive income. The cumulative post acquisition
adjustments, and any impairment, are directly adjusted against the carrying value of the associate.

When the Group's share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does not recognise further losses unless it has
incurred obligations or made payments on behalf of the associate. Gains or losses arising from
transactions with associates are eliminated against the investment in the associate to the extent of the
Group's interest in the associate.

f} Investment properties

g)

Investment properties comprise completed property, property under construction or re-development
held to eamn rentals or for capital appreciation or both. Investment properties are initially measured at
cost including purchase price and transaction costs. Subsequent to initial recognition, investment
properties are stated at their fair value at the end of reporting period. Gains or losses arising from
changes in the fair value of investment propeities are included in the consolidated statement of profit or
loss for the period in which they arise.

Investment properties are derecognized when either they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is expected
from its disposal. Gains or losses arising on the retirement or disposal of an investment property are
recognized in the consolidated statement of income.

Transfers are made to investment property when, and only when, there is a change in use, evidenced
by the end of owner occupation or commencement of an operaling lease to another party. Transfers are
made from investment property when, and only when, there is a change in use, evidenced by
commencement of owner occupation or commencement of development with a view to sale.

Business combination and goodwill

Business Combinations

A husiness combination is the bringing together of separate entities or businesses into one reporiing
entity as a result of one entity, the acquirer, obtaining control of one or more other businesses, The
acquisition method of accounting is used to account for business combinations. The cost of acquisition
is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or
assumed at the date of the exchange. The acquisition related costs are expensed when incurred.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination
(net assels acquired in a business combination) are measured initially at their fair values at the
acquisition date. Non-controlling interest in the subsidiary acquired is recognized either at the fair value
or at the non-controlling interest's proportionate share of the acquiree's net assets.
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h)

When a business combination is achieved in stages, the previously held equity interest in the acquiree
is re-measured at its acquisition-date fair value and the resulting gain or loss is recognized in the
consolidated statement of profit or loss. The fair value of the equity of the acquiree at the acquisition
date is determined using valuation techniques and considering the outcome of recent transactions for
similar assets in the same industry in the same geographical region.

The Group separately recognizes contingent liabilities assumed in a business combination if it is a
present obligation that arises from past events and its fair value can be measured reliably. The Group
uses provisional values for the initial accounting of a business combination and recognizes any
adjustment to these provisional values within the measurement period which is twelve months from the
acquisition date.

Goodwill

Goodwill arising in a business combination is computed as the excess of the aggregale of the
consideration transferred and the non-controlling interests proportionate share of the acquiree's net
identifiable assets, if any and in a business combination achieved in stages the acquisition-date fair
value of the acquirer's previously held equity interest in the acquiree, over the net of the acquisition-date
fair values of the identifiable assets acquired and liabilities assumed. Any deficit is a gain from a bargain
purchase and is recognized directly in the consolidated statement of income.

Goodwill is allocaled to each of the cash generating units for the purpose of impairment testing. Gains
and losses on disposal of subsidiary or a part of it include the carrying amount of goodwill relating to the
subsidiary or the portion sold.

Goodwill is tested at least annually for impairment and carried at cost less accumulated impairment
[osses.

Assets are grouped at the lowest levels for which there are separately identifiable cash flows, known as
cash generating units for the purpose of assessing impairment of goodwill. If the recoverable amount of
the cash generating unit is less than the carrying amount of the unit, the impairment loss is allocated
first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of
the unit pro rata, on the basis of the carrying amount of each asset in the unit. Impairment losses
relating to goodwill cannot be reversed in a subsequent period. Recoverable amount is the higher of fair
value less costs to selft and value in use. 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 risk specific to the asset for which the estimates of future cash flows
have not been adjusted. The Group prepares formal five year plans for its businesses. These plans are
used for the value in use calculation. Long range growth rates are used for cash flows into perpetuity
beyond the five years period. Fair value less costs fo sell is determined using valuation technigues and
considering the oulcome of recent transactions for similar assets in the same industry in the same
geographical region.

Property and equipment

The initial cost of property and equipment comprises its purchase price and any directly attributable
costs of bringing the asset fo its working condition and location for its intended use. Expenditures
incurred after the property and equipment have been put into operation, such as repairs and
maintenance and overhaul costs, are normally charged to consolidated statement of income in the
period in which the costs are incurred. In situations where it can be clearly demonstrated that the
expenditures have resulted in an increase in the future economic benefits expected to be obtained from
the use of an item of property and equipment beyond its originally assessed standard of performance,
the expenditures are capitalized as an additional cost of property and equipment.
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Property and equipment are stated at cost less accumulated depreciation and impairment losses. When
assets are sold or retired, their cost and accumulated depreciation are eliminated from the accounts and
any gain or loss resulting from their disposal is included in the consolidated statement of income.

Land is not depreciated. Depreciation is computed on a straight-line basis over the estimated useful
lives of other property and equipment as follows:

Years
Buildings 35
Furniture and equipment 4
Computers and software 4-7

The useful life and depreciation method are reviewed periodically to ensure that the method and period
of depreciation are consistent with the expected pattem of economic benefits from items of property and
equipment.

Property and equipment are reviewed periodically for any impairment. If there is an indication that the
carrying value of the asset is greater than its recoverable amount, the asset is writlen down to its
recoverable amount and the resultant impairment loss is taken to the consolidated statement of income.

i} Insurance contract liabilities — recognition and measurement

This comprises of provisions for outstanding claims, unexpired risks and claims incurred but not
reported.

Reserve for outstanding claims:

This represents the Group's estimation of its liabilities for reported claims which are unpaid on the
consolidated statement of financial position date based on historical loss ratios. Although the Group's
management believes that the amount of reserve is adequate, the ultimate cost of claims cannot be
known with certainty at the consolidated statement of financial position date.

Reserve for unexpired risks:

General insurance

At the end of each year, a proportion of net retained premiums of general insurance are provided to
cover portions of risks which have not expired at the consolidated statement of financial position date.

The reserve is calculated at 30% (2012 - 40%) of annual premiums eamed net of reinsurance for Fire
and General Accidents Depariments and 15% (2012 — 25%) for Marine and Aviation depariment.

Life Insurance
Reserve for life insurance liabilities are recognized based on independent actuarial valuation.
Additional reserves

The Group estimates additional provisions for claims incurred but not reported at the consolidated
statement of financial position date based on historical loss ratios.
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j) Liability adequacy test

At each reporting date the Group assesses whether its recognized insurance liabilities are adequate
using current estimates of fulure cash flows under its insurance contracts. If that assessment shows
that the carrying amount of ils insurance liabilities (less related deferred policy acquisition costs) is
inadequate in light of estimated future cash flows, the entire deficiency is immediately recognized 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.

k) Reinsurance contract held

In order to minimize financial exposure from large claims the Group enters into agreements with other
parties for reinsurance purposes. Claims receivable from reinsurers are estimated in @ 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 “receivables arising from insurance contracts”.

Premiums on reinsurance assumed are recognised as revenue in the same manner as they would be if
the reinsurance were considered direct 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 recognized
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. Amounis 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 assels or liabilities are derecognized when the contractual rights are extinguished or expire
or when the contract is transferred to another party.

1) End of service indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labor Law in the private sector
and employees' contracts. This liability, which is unfunded, represents the amount payable to each
employee as a result of involuntary termination on the consolidated statement of financial position date,
and approximates the present value of the final obligation.

m) Share capital

Ordinary shares are classified as equity.

17



WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

(All amounts are in Kuwaiti Dinars)

n) Treasury shares

Treasury shares consist of the Parent Company's own shares that have been issued, subsequently
reacquired by the Parent Company and not yet reissued or canceled. 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 {0 a separate account in shareholders' equity (treasury shares reserve) which is not
distributable. Any realized losses are charged to the same account to the extent of the credit balance on
that account, Any excess losses are charged to retained eamings then reserves.

Gains realized subsequently on the sale of treasury shares are first used to offset any recorded losses
in the order of reserves, retained earnings and the treasury shares reserve account. No cash dividends
are paid on these shares. The issuance 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.

Where any company in the Group purchases the Parent Company's equity shares (treasury shares), the
consideration paid, including any directly attributable incremental costs is deducted from equity
altributable to the equity of Parent Company's shareholders until the shares are cancelled or reissued.
Where such shares are subsequently reissued, any consideration received, net of any directly
attributable incremental transaction costs, is included in equity attributable to the equity of Parent
Company's shareholders.

Revenue recognition

Premiums are recognized as revenue annually and over the period of the cover. The portion of
premiums that relates fo unexpired risks at the consolidated statement of financial position date is
reported as reserve for unexpired risks or as uneamed premiums. Commissions eamed are recognized
at the time policies are written. Dividend income is recognized when the right o receive payment is
established and interests on fixed deposits are recognized on time proportion basis using effective yield
method. Gain on sale of investments is measured as the difference between the sale proceeds and the
carrying amount of the investment at the date of sale, and is recognized at the time of the sale.

p} Provisions for liabilities

Provisions are recognized when the Group has a present legal or constructive obligation as a result of
past events and it is probable that an outflow of resources embodying economic benefits will be
required to settie the obligation, and a reliable estimate of the amount of the obligation can be made.

q} Contingencies

Contingent assels are not recognized as an asset until realization becomes virtually certain, Contingent
liabilities, other than those arising on acquisition of subsidiaries, are not recognized as a liability unless
as a result of past events it is probable that an outflow of economic resources will be required to settle a
present legal or constructive obligation and the amount can be reliably estimated. Contingent liabilities
arising in a business combination are recognized if their fair value can be measured reliably.
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1)

)

Accounting for Operating leases

Where Group is a lessor:

Real estate properties owned by the Group and leased under operating leases for rental income is
included in investment properties in the consolidated statement of financial position.

Operating lease income is recognized, when eamed, on a straight line basis over the lease period.
Where Group is a lessee:

Leases of assefs under which all the risks and benefits of ownership are effectively retained by the
lessor are classified as operating leases. Payments made under operating leases are charged to the
consolidated statement of income on a straight-ine basis over the period of the lease or over the
expected time pattern of user's benefit.

Foreign currencies

The functional currency of an entity is the currency of the primary economic environment in which it
operates and in the case of the Group it is the Kuwaiti Dinar. Foreign cumrency transactions are
recorded at the rates of exchange prevailing on the date of the transaction. Monetary assels and
liabilities denominated in foreign currencies at the consolidated statement of financial position date are
translated to Kuwaiti Dinars at the rates of exchange prevailing on that date. Resultant gains and losses
are taken to the consolidated statement of income.

Translation differences on non-monetary assets measured at fair value are considered as part of
changes in their fair value.

Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or
services (business segment), or in providing products and services within a particular economic
environment (geographical segment), which is subject to risks and retums that are different from those
of other segments.

Operating segments are reported in a manner consistent with the intemal reporting provided to the chief
operating decision-maker. The chief operating decision-maker is identified as the person being
responsible for allocating resources, assessing performance and making strategic decisions regarding
the operating segments.

Dividend distribution

Dividend distribution to the parent company’s shareholders is recognized as a liability in the Group’s
financial stalements in the period in which the dividends are approved by the Parent company's
shareholders.
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v) Critical accounting eslimates and judgments

The Group makes judgments, estimates and assumptions conceming the future. The preparation of
consolidated financial statements of in conformity with Intemational Financial Reporting Standards
requires management to make judgments, estimates and assumptions that affect the reported amounts
of assels and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenue and expenses during the year. Actual results
could differ from the estimates.

a}) Judgments

In the process of applying the Group's accounting policies which are described in note 2,
management has made the following judgments that have the most significant effect on the amounts
recognized in the consolidated financial statements:

(i)

(if)

Revenue recognition

Revenue is recognized to the extent it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured. The determination of whether the revenue
recognition criteria as specified under IAS 18 are met requires significant judgment.

Provision for doubtful debts

The determination of the recoverability of the amount due from customers and the factors
determining the impairment of the receivable involve significant judgment.

(iiiy Classification of investments

()

On acquisition of an investment, the Group decides whether it should be classified as "at fair
value through income statement” or "available for sale". The Group follows the guidance in I1AS
39 on classifying its investments.

The Group classifies investments as “at fair value through income statement’ if they are
acquired primarily for the purpose of short term profit making or if they are designated at fair
value through income statement at inception, provided their fair values can be reliably
estimated. All other investments are classified as "available for sale”.

Impairment of investments

The Group follows the guidance of IAS 39 to determine when an available-for-sale equity
investment is impaired. This determination requires significant judgment. In making this
judgment, the group evaluates, among other factors, a significant or prolonged decline in the fair
value below its cost; and the financial health of and short term business outlook for the investee,
including factors such as industry and sector performance, changes in technology and
operational and financing cash flow. The determination of what is "significant” or "prolonged”
requires significant judgment.
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(b) Estimates and assumplions

The key assumptions conceming the future and other key sources of estimating uncertainty at the
consolidated statement of financial position date that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabiliies within the next financial year are
discussed below.

(i)

(i

(i)

Fair value of unquoted equity investments

If the market for a financial asset is not active or not available, the Group establishes fair value
by using valuation techniques which include the use of recent arm's length transactions,
reference 10 other instruments that are substantially the same, discounted cash flow analysis,
and option pricing models refined to reflect the issuer's specific circumstances. This valuation
requires the Group to make estimates about expected future cash flows and discount rates that
are subject to uncertainty.

Provision for doubtil debts

The extent of provision for doubtfut debts involves estimation process. Provision for doubtful
debts is made when there is objective evidence that the Group will not be able to collect the
debts. Bad debts are written off when identified. The provisions and write-down of accounts
receivable are subject to management approval,

Valuation of investment properties

The Group carries ils investment properties at fair value, with change in fair values being
recognized in the consolidated statement of income. Two main methods were used fo
determine the fair value of the investment properties:

a) Formula based discounted cash flow is based on a series of projected free cash flows
supported by the terms of any existing lease and other contracts and discounted at a rate
that reflects the risk of the asset,

b) Comparative analysis is based on the assessment made by an independent real estate
appraiser using values of actual deals transacted recently by other parties for properties in
a similar location and condition, and based on the knowledge and experience of the real
estate appraiser.

3. Cash and cash equivalents

2013 212
Cash on hand and at banks 3,983,108 2,295,178
Cash in portfolios 51,353 51,242
4,034,461 2,346,420
Cash and cash equivalents are denominated in the following currencies:
2013 2012
Kuwaiti Dinar 3,273,311 2,079,860
US Dollar 744,605 262,342
Euro 16,545 4,218
4,034,461 2,346,420

There is no material difference between the fair value and the carrying value of cash and cash equivalents,
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4,

Fixed deposits

Fixed deposits represent Kuwaiti Dinar deposils with banks whose maturity period exceed three months
from the date of placement but not exceeding one year.

Fixed deposits include KD 2,919,000 as of December 31, 2013 (2012 - KD 2,919,000) held in Kuwait under
lien to the Ministry of Commerce and Indusiry in accordance with the insurance regulations of Kuwait.

The effective interest rate on fixed deposits was 1.5% (2012 - 1.7%} per annum.

Investments at fair value through income statement

2013 2012
Quoted shares 1,848,325 1,898,761
Investment fund 133,934 133,843
Investment portfolio 175,341 186,450
2,157,600 2,219,054

The carrying amounts of the above investments are classified as held for trading.

The movement during the year is as follows:

2013 2012
Balance at the beginning of the year 2,219,054 3,343,929
Disposals - (393,100)
Unrealized loss from change in fair value (61,454) {731,775)
Balance at the end of the year 2,157,600 2,219,054
Insurance and reinsurance receivables
2013 2012
Outstanding premiums (a) 14,176,102 13,778,500
Less: Provision for doubtful debts {1,430,000) (1,430,000)
12,746,102 12,348,500
Advance insurance premiums 3,475,849 4,232,373
Insurance and reinsurance companies 2,106,020 2,706,932
18,327,971 19,287,805

The fair values of insurance and reinsurance receivables approximate their carrying values as of December
3.

Outstanding premiums

As of December 31, 2013, Qutstanding premiums by an amount of KD 6,150,522 (2012 - KD 6,355.434)
were past due but not impaired. These balances relate to a number of independent customers for whom
there is no recent history of default.

The ageing analysis of the receivables more than 3 months is as follows:

2013 2012
3 to 6 months 5,506,629 5,482,755
6 to 12 months 643,893 872,679
6,150,522 6,355,434
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b) The maximum exposure to credit risk at the date of consolidated statement of financial position is the fair
value of each class of receivable mentioned above. The other classes within insurance and reinsurance
receivables do not contain past due or impaired assets. The Group does not hold any collateral as security.

7. Other receivables

2013 2012
Due from related parties 1,657,262 4,702,541
Advance payment to purchase property 760,000 -
Prepaid expenses 202,548 215,654
Accrued revenue 175,860 49,174
Other 43,552 46,330
2,839,222 5,013,699

The fair values of the other receivables approximate their carrying values as of December 31.

Other receivables do not contain impaired assets. The maximum exposure to credit risk at the date of
consolidated statement of financial position is the fair value of each class of other receivables mentioned
above.

8. Investments available for sale

2013 2012
Quoted:
Equity securities 14,222,728 14,574,080
Investment portfolio 104,696 385,024
14,327 424 14,959,104
Unquoted:
Equity securities 4,561,055 4,608,655
18,888,479 19,567,759
The movement during the year is as follows:
2013 2012
Balance at the beginning of the year 19,567,759 18,685,378
Additions 58,074 309,565
Disposals (570,166) (544,500)
Impairment loss (50,773) (163,830)
Changes in fair value (116,415) 1,281,146
Balance at the end of the year 18,888,479 19,567,759

Investments available for sale are denominated in the following currencies:

2013 2012
Kuwaiti Dinar 18,783,783 19,182,735
US Dollar 104,696 385,024
18,888,479 19,567,759

Investments available for sale inciude quoted securiies amounting to KD 2,610,000 as of December 31,
2013 (2012 - KD 2,655,000) which are under lien to the Ministry of Commerce and Industry.
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Unquoted equity securities are carried at cost less impairment loss since their fair values cannot be reliably
determined.

9, Investment in an associate

The investment in an assaciate consists of the following:

Ownership
Counlry of Percentage
Name of the associate Incorporation 2013 2012 2013 2012
Ritaj Takaful Insurance Company -
K.S.C. (Closed) Kuwait 25.1% 33.6% 2,856,283 3,733,550

The associate is unquoted company and works in insurance activities. The movement during the year is as
follows:

2013 2012

Balance at the beginning of the year 3,733,550 3,578,462
Acquisition of additional shares 2,786,100 -
Disposal (3,779,116) -
Profit from discontinued operation 118,129 195,814
Group's share of results from associate 4,269 -
Group's share of associate's cumulative changes in fair

value 21,101 26,475
Group's share of associate's cumulative changes in fair

value transfer to stalement of income on disposal of

discontinued operation {27,740) -
Dividends received . (67,201)
Balance at the end of the year 2,856,293 3,733,550

The summarized financial information related to Ritaj Takaful Insurance Co. - K.S.C. {Closed) is as follows:

Summarized statement of financial position:

2013 2012
Current assets 4,833,264 5,586,915
Non-current assets 7,662,023 6,587,207
Total assets 12,495,287 12,174,122
Current liabilities 1,115,634 1,062,363
Total Liabilities 1,115,634 1,062,363
Net assets 11,379,653 11,111,759
Summarized statement of income:

2013 2012
Revenue 531,319 735,410
Expenses (262,237) (152,628)
Net profit for the year 269,082 582,782
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Business Combination, Discontinued Operations and Disposal of a Subsidiary

a)

On June 25, 2013 the Parent company acquired additional 25,100,000 shares of Rilaj Takaful Insurance
Company - K.5.C. (Closed) “an associate”, from a related party which increased the ownership from
33.6% to 58.7%. The consideration for the acquisition was settled against due from a related party for
amount of KD 2,786,100 and the balance of KD 325,435 due from the related party was settled in cash.

The fair values assigned to the identifiable assets, liabilities and contingent liabilities acquired as of the

date of acquisition are as follows:

Kuwaiti Dinars

Cash and cash equivalents 4,274,252
Investments 5,376,713
Trade and other receivables 273,563
Due from related party 96,065
Insurance and reinsurance receivables 2,259,848
Property, plant and equipment 22,916
Total assets 12,303,357
Trade and other payables (1,055,987)
Net assets 11,247,370
Represented by:
Purchase consideration 2,786,100
Non-controlling interest 4,645,164
Fair value of previously held interest 3,816,106

11,247 370

The results of Ritaj Takaful Insurance Company - K.S.C. Closed up to August 31, 2013 have been
classified as discontinued operations since the Parent Company sold 33.6% of its ownership in this
entity to a related party on 31 August 2013 as mentioned below.

On August 31, 2013 the Parent Company sold 33.6% shareholding of Ritaj Takaful Insurance Company
- K.S.C. (Closed) to a related party for KD 3,729,600 and on that date it become an associate of the

Parent Company with 25.1% shareholding for cash as follows:

Kuwaiti Dinars
33.6% of net assets disposed 3,779,116
Loss on disposal (49,516)
Cash consideration received 3,729,600
Profit for the year from discontinued operations:
2013 2012

Profit from discontinued operations 118,129 195,814
Loss on disposal (49,516) -

68,613 195,814
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10. Investment properties

1.

At December 31, 2011

Prior years adjustments (Note 32)
At December 31, 2011 (Adjusted)

Change in fair value
At December 31, 2012
Change in fair value
At December 31, 2013

Land

2,251,107
1,948,893

4,200,000
140,000

4,340,000
(140,000)

4,200,000

The fair value of investment property at December 31, 2013 was calculated through estimation of

independent valuers.

The Group's management has complied with Capital Market Authority decision dated July 23, 2012 with

respect to guideline for fair value of investment properties.

In estimating the fair value of investment properties, the Group had used sale comparison method,
considering the nature and usage of the investment properties.

Following is the description of valuation techniques used and key inputs to valuation:

Class of investment property Valuation technique Level 3
Land Sales comparison method 4,200,000
Property and equipment

Land and Furniture and Computer

buildings equipment and software Total
Cost:
At December 31, 2011 8,624,905 273,947 982,671 9,881,523
Additions 101 202,571 258,666 461,338
At December 31, 2012 8,625,006 476,518 1,241,337 10,342,861
Additions - 80,443 237,608 318,051
Disposals - (24,037) (885) (24,922)
At December 31, 2013 8,625,006 532,924 1,478,060 10,635,990
Accumulated depreciation:
At December 31, 2011 510,822 213,759 538,454 1,264,035
Charge for the year 141,409 73,422 199,840 414,671
At December 31, 2012 652,231 287,181 739,294 1,678,706
Charge for the year 141,411 84,182 124 452 350,045
Related to disposals - (24,037) (885} (24,922)
At December 31, 2013 793,642 347,326 862,861 2,003,829
Net book value :
At December 31, 2013 7,831,364 185,598 615,199 8,632,161
At December 31, 2012 7972775 189,337 502,043 8,664,155

The Group's headquarters building and related land are under lien to the Ministry of Commerce and Industry
foran amount of KD 2,955,780 (2012 - KD 2,955,780) in accordance with insurance regulations in Kuwait,
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12. Insurance coniract liabilities

2013 2012
Reserve for outstanding claims 19,125,085 30,426,142
Reserve for unexpired risks 3,312,790 2,970,879
Reserve for life insurance fund 1,087,662 825,616
23,525,537 34,222,637
The reserve for outstanding claims comprises of:
Marine and General Life and

2013 aviation Fire accident Medical Total
Reserve for cutsianding claims:
Gross balance at beginning of the year 1,340,607 17,371,880 7195948 4,517,707 30,426,142
Reinsurance share {1,191,986) (17,166,280}  (6,588,596) (4,288,896)  (29,234,758)
Net balance at beginning of the year 148,621 206,600 607,352 228,811 1,191,384
Incurred during the year - net 178,041 124,970 4311691 2,939,772 7,554,474
Paid during the year - net (108,720 (155,973) _ (2,915,686) (2,980,004) (6,160,383)
Net balance at end of the year 217,942 175,597 2,003,357 188,579 2,585,475
Represented in:
Gross outstanding claims at end of the year 1,302,266 3,718,693 10,085,122 4,039,004 19,125,085
Reinsurance share (1,084,325}  (3,543.096)  (8,061,765) (3,850,425)  (16,538,611)

217,941 175,597 2,003,357 188,579 2,585,474
Reserve for unexpired risks 98,305 103,128 2,038,265 1,073,092 3,312,790

Marine and General Life and

2012 aviation Fire accidenl Medical Total
Reserve for outstanding claims:
Gross balance at beginning of the year 1,773,746 8,785,815 5,522,709 3,970,700 20,052,970
Reinsurance share (1,651,854)  (8,599,720)  (4,591,701) (3,798,038)  (18,641,313)
Net balance at beginning of the year 121,892 186,095 931,008 172,662 1,411,657
Incurred during the year ~ net 361,802 178,145 3,916,628 205,912 4,662 487
Paid during the year — net (335,073) (157,640)  (4,240,284)  (149,763) (4,882,760)
Net balance at end of the year 148,621 206,600 607,352 228,811 1,191,384
Represented in;
Gross oulstanding claims at end of the year 1,340,607 17,371,880 7,195948 4,517,707 30,426,142
Reinsurance share (1,191,986) (17,165280)  (6,588,596) (4,286,896)  (29,234,758)

148,621 206,600 607,352 228,811 1,191,384
Reserve for unexpired risks 97,362 54,178 2,319,310 500,029 2,970,879
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13.

14.

15.

16.

17.

Insurance and reinsurance payables

Uneamed premiums

Insurance and reinsurance companies
Reserve for reinsurance premiums ceded
Reserve for life insurance department
Provision for supervision fees

QOther credit balances

Provision for end of service indemnity

Dividends payable

Accrued staff leave

Accrued expenses

National Labor Support Tax payable

Zakat payable

Kuwait Foundation for the Advancement of Science (KFAS)
payable

Board of Directors' remuneralion payable

Share capital

2013 2012
4367618 5,106,150
2,760 867 3.681.710

49,894 507023
256,160 304767
173577 163 441

7,617,116 9,763,001

2013 2012
2,076,038 1,824,304
1.003.103 1,001,099

439,416 369,307
376,710 319,281
45138 21820
15131 6.774
10,019 8,726
10.500 10,500
3,977,855 3,561,910

Authorized, issued, and fully paid-up capital comprises of 172,788,740 shares of 100 fils each (2012 -

172,788,740 shares of 100 fils each) and all shares are in cash.

Treasury shares

Number of shares

Percentage to paid-up shares (%)
Market value (KD)

Cost (KD)

2013 2012
10,515,470 215470
6.08% 0.12%
1,198,764 23,702
1,255,986 40,586

According to decision of Capital Markets Authority on December 30, 2013, the management of the Group
has allotted part of the retained eamings equal to the balance of treasury shares as at the date of
consolidated financial statements. This balance is not to be distributed throughout the pericd when the

Parent Company hold the treasury shares.

Statutory reserve

As required by the Companies Law and the Parent Company's Articles of Incorporation, 10% of the profit for
the year before contribution to KFAS, NLST, Zakat and Board of Directors' remuneration is transferred to
statutory reserve. The Group may resolve to discontinue such annual transfers when the reserve equals
50% of the capital. This reserve is not available for distribution except in cases stipulated by Law and the
Parent Company's Articles of Incorporation. Since the reserve has reached 50% of the capital, the Board of

Directors have resolved to discontinue transfer to statutory reserve.
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18. Voluntary reserve

As required by the Parent Company's Articles of Incorporation, 10% of the profit for the year before
contribution to KFAS, NLST, Zakat and Board of Directors’ remuneration is transferred to the voluntary
reserve. Such annual transfers may be discontinued by a resolution of the shareholders' General Assembly
upon recommendation by the Board of Direclors.
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WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

(Alt amounts are in Kuwaiti Dinars)

20.

21.

22,

23

24,

25,

General and administrative expenses

2013 2012
Staff cost 3,252,255 2,908,213
Depreciation 331,037 396,480
Other expenses 1,214,367 1,554,518
4,797,659 4,859,211

Contribution to Kuwait Foundation for the Advancement of Science (KFAS)

Contribution to Kuwait Foundation for the Advancement of Sciences is calculated at 1% of the profit of the
Group after deducting its share of income from shareholding subsidiary and associate and fransfer to

statutory reserve.

National Labor Support Tax

National Labor Support Tax is calculated at 2.5% of the profit of the Group after deducting cash dividends
received from listed companies subject fo the same law in accordance with Law No. 19 of 2000 and
Ministerial resolution No. 24 of 2006 and their executive reguiations.

Zakat

Contribution to Zakat is calculated at 1% of the profit of the Group after deducting its share of profit from
Kuwaiti shareholding subsidiary and associate subject {o the same law and cash dividends received from
Kuwaili shareholding companies subject to the same law in accordance with Law No. 46 of 2006 and
Ministerial resolution No. 58 of 2007 and their executive regulations.

Eamings per share

There are no potential dilutive ordinary shares. The information necessary to calculate basic eamings per
share based on the weighted average number of shares outstanding during the year is as follows:

2013 2012

Profit for the year from continuing operations attributable to

the Parent Company’s shareholders 1,066,957 824,743
Profit for the year from discontinued operations attributable to

the Parent Company's shareholders 68,613 195814
Number of shares outstanding :
Number of issued shares at beginning of the year 172,788,740 172,788,740
Less : Weighted average number of treasury shares (3,234,922) (215,470)
Weighted average number of outstanding shares 169,553,818 172,573,270
Earnings per share from continuing operations (Fils) 6.29 4.78
Earnings per share from discontinued operations (Fils} : 0.40 113

Dividends

The Board of Directors' meeting held on March 13, 2014 recommends a cash dividend of 7 fils per share
and remuneration for Board of Directors amounting to KD 10,500 for the year ended December 31, 2013.
This recommendation is subject to the approval of the Ordinary Shareholders’ Annual General Assembly.
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26.

Shareholders' annual general assembly meeting held on April 8, 2013 approved the consolidated financial
statements for the year ended December 31, 2012 and approved the cash dividends of 5 fils per share for
the year ended December 31, 2012 (2011 - 5 fils per share) to all the registered shareholders as of the date

of the meeting.

Segment information

The Group has four principal business segments:

Marine and aviation
Providing insurance against the risks related to goods transportation and different types of marine and

aviation vessels.

Fire
This includes insurance against fire for different types of buildings, stores, industrial risks and ofl and
gas industry.

General accident

Including insurance against risks of contractors, machine and computer damages and cessation of
work; providing insurance for cash, fidelity bonds, professional risks, work accidents, civil responsibility
and cars,

Life and medical insurance
Providing various life insurance cover for individuals and Companies in addition to medical insurance.
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WARBA INSURANCE COMPANY - K.S.C. AND ITS SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

(All amounts are in Kuwaiti Dinars)

Statement of financial position for life insurance segment

ASSETS

Cash and cash equivalents
Fixed deposits
Insurance and reinsurance receivables
Other receivables
Loan secured by life insurance policies
Reinsurance share in reserve for outstanding claims
Property and equipment

Total assets

LIABILITIES AND H.O CURRENT ACCOUNT

Insurance contracts' liabilities :
Reserve for outstanding claim
Reserve for unexpired risk
Reserve for life insurance
Total insurance contracts' liabilities
Accounts payable
Insurance and reinsurance payables
Other credit balances

Total liabilities
Head office current account

Total liabilities and H.O current account

27. Related party disclosures

2013 2012

381,015 370,410
1,539,000 1,189,000
5,145,961 5,903,343
51,950 45,722
20,010 13,681
3,850,425 4,288,896
6,277 5,309
10,994,638 11,816,361
4,039,004 4,517,707
1,073,092 500,029
1,087,662 825,616
6,199,758 5,843,352
1,357,575 468,898
4,749,923 5,394,852
205,519 239,265
12,512,775 11,946,367
(1,518,137) {130,006)
10,894,638 11,816,361

The Group has entered into various transactions with related parties, i.e. shareholders, Board of directors,
key management personnel, associale and other related parties in the normal course of its business
conceming financing and other related services. Prices and terms of payment are approved by the Group's
management. Significant related party transactions and balances are as follows:

A. Consolidated statement of financial position:

Insurance activities

Insurance services receivable

Insurance services payable

investment activities

Investments at fair value through income statement
Investments available for sale

Deposits and bank balances

Other activities

Current account

B. Consolidated statement of income:

Premiums written

2013 2012
1,157,262 841,007
80,583 131,337
175,341 186,450
10,410,077 10,315,241
7,482,711 4,615,336
500,000 3,861,534

2013 2012
332,917 321,104
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28.

29.

C. Compensation to key management personnel

2013 2012
Short term employee benefits 192,473 133,035
Post employment benefits 36,355 -
228,828 133,035
Capital commitments and contingent liabilities
2013 2012
Capital commitments 472,348 98,632
Letter of guarantee for others 1,512 5,495

Insurance Risk Management

The Group issues contracts that transfer insurance risk. This section summarizes these risks and the way
the Group manages them.

Insurance risk

The principal risk that the Group faces under its insurance contracts is that the actual ciaims and benefit
payments exceed the carrying amount of the insurance liabilities. This could occur because the frequency or
severity of claims and benefits are greater than estimated, Insurance events are random and the actual
number and amount of claims and benefits will vary from year to year.

The Group manages these risks through its underwriting strategy, adequate reinsurance arrangements and
proactive claims handling,

Sources of uncertainty in the estimation of future claim payments

Non life

Claims are payable on a claims-occurrence basis, The Group is liable for all insured events that occur during
the term of the contract, even if the loss is discovered after the end of the contract term. As a result, liability
claims are setlled over a long period of time and an element of the claims provision relates to incurred but
not reported cfaims {IBNR). There are several variables that affect the amount and timing of cash flows from
these contracts. These mainly relate to the inherent risks of the business activities carried out by individual
contract holders and the risk management procedures they adopted.

The estimated cost of claims includes direct expenses to be incurred in settiing claims, net of the expected
subrogation value and other recoveries. The Group takes all reasonable steps to ensure that it has
appropriate information regarding its claims exposures. However, given the uncertainty in establishing
claims provisions, it is likely that the final outcome wili prove to be different from the original liability
eslablished. The liabilities for these contracts on the date of consolidated statement of financial position
comprise a provision for claims incurred but not reported (IBNRY), a provision for reported claims not yet paid
and a provision for unexpired risks.

In reporting net incurred claims and estimating the liability for the cost of reported ciaims and not yet paid,
the Group considers any information available from loss adjusters and information on the cost of settling
claims with similar characteristics in previous periods. On this basis, the Group has recognized KD 1.49
million as recoverable amounts in the current year which has been netted from general accident net incurred
claims. The Group considers that adequate provision is available for any similar claims against the Group.
Large claims are assessed on a case-by-case basis or projected separately.
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30.

Life
Uncertainty is the estimation of future benefit payments and premiums receipts for life insurance contracts
arises from the unpredictability of overall levels of motality, health and the variability in contract holder

behavior.

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.

Financial Risk Management

The Group is exposed to a variety of financial risks, through ils financial assets, financial liabilities,
reinsurance assets and insurance liabilities. The main sections for risk management are credit risk, market
risk and liquidity risk. In particular, the key financial risk is that the Group's investment proceeds may not be
sufficient to fund obligations arising from its underwritings.

The Group's risk management is conducted by its senior management in accordance with policies approved
by the Board of Direclors. The various risks that the Group is exposed to and the processes in place to
manage those risks are described below.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. The financial assets, other than investments in equities are exposed to
credit risk. The value of these financial assets on consolidated statement of financial position represents the
maximum amount exposed to this risk. The Group seeks to mitigate this risk by dealing with credit worthy
parties including banks, financial institutions, insurance and reinsurance companies and non-concentration
of its assets with one counter party.

The credit risk concentration within the Group's assets which are subject to credit risk is given below.

2013 2012
Cash and cash equivalents 4,034,461 2,346,420
Fixed deposits 6,672,000 4,379,000
Insurance and reinsurance receivables 18,327,971 19,287 805
Other receivables 2,636,674 4,798,045
31,671,106 30,811,270

Due from insurance and reinsurance companies represents amounts receivable from reinsurance claims net
of premiums for policies ceded, and other receivables primarily represent amounts due against premiums for
policies underwritten by the Group. These are generally due for payment within a period of one month from
the date of issue of the policy. The Group is selective in extending credit facilities to its customers and has a
good track record of collecting its debts. Furthermore, credit risk with respect to receivables is limited due to
dispersion across large number of customers. Cash and cash equivalents and fixed deposits are placed with
banks which are rated by reputed intemational rating agencies.
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Market risks:

(a) Interest rate risk

Interest rate risk is the risk that the fair value or cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Group does not have significant exposures to interest rate risks
as its interest eaming assets are on fixed rates of interest and its exposure to interest bearing liabilifies is
not significant.

(b) Foreign currency risk

Foreign currency risk is represented in the exposure to changing currency exchange rates that may
adversely affect the Group's cash flows or the value of assets and liabilities in foreign cumrencies. The
Group is exposed lo foreign currency risk primarily from its foreign currency denominated investments
and its dues from reinsurance counterparties. The Group seeks to mitigate this risk by dealing in stable
currencies such as US Dollars and monitoring its currency position on a regular basis.

The following table demonstrates the sensitivity to a reasonably possible change of + 5% in the foreign
exchange between US Dollar and Kuwaiti Dinar.

Effect on consolidated

Effect on consolidated statement of
statement of income comprehensive
Year (KD) income (KD}
2013
US Dollar +108,994 +5,235
2012
US Dollar +33,085 +19,251

{c) Equity price risk

This is the risk that the value of financial instruments will fluctuate as a result of changes in market
prices, caused by factors specific o the instrument or its issuer or factors affecting all instruments traded
in the market. The Group is exposed to equity price risk from investments held by the Group and
classified either as “at fair value through income statement” or as “available for sale”. The Group's
investments are primarily exposed fo the Kuwait Stock Exchange index.

To manage its price risk arising from investments in equity securities, the Group invests in a diversified
portfolio of securities. Diversification of the portfolio is done in accordance with the limits set by the
Group. The Board of directors constantly monitors the exposures and provides directions to manage
risks and maximize profits,

At December 31, 2013, if the Kuwait Stock Exchange index had increased/ decreased by 5%, the profit
for the year of the Group would have increased/ decreased by KD 92,416 (2012 - KD 94,938) and
comprehensive income would have increased/ decreased by KD 711,136 (2012 — KD 728,704).
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(d) Liquidity risk

Itis the risk that the Group may not be able to meet its financial obligations as they fall due. The policy of
the Group is fo ensure that sufficient liquidity is available at all times to meet contractual obligations,
including loss claims. Liquidity risk management of the Group includes maintaining sufficient cash and
marketable securilies, having adequate amount of credit facilities and investing in securities which can be
easily closed out. The Group also has the option to raise additional capital to meet funding requirements.

Maturity table for financial liabilities:

3-12 1-5
2013 months years Total
Accounts payable 530,665 3,007,105 3,537,770
Insurance and reinsurance payables 2,709,441 4,907,675 7,617,116
Other credit balances 676,235 3,301,620 3,977,855
3,916,341 11,216,400 15,132,741
3-12 1-5
2012 months years Total
Accounts payable 556,688 3,154,568 3,711,256
Insurance and reinsurance payables 5,498,249 4,264,842 9,763,091
Other credit balances 607,598 2,954,312 3,561,910
6,662,535 10,373,722 17,036,257

Fair value measurement:

The Group measures financial assets such as investments available for sale investments and non - financial
assets such as investment properties at fair value at each reporting date.

Fair value is the price that would be received 1o 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.
- In the absence of a principal market, in the most advantageous market for the asset or liability.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements
are calegorized within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabiities.

Level 2: Valuation techniques for which the lowest levet 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,
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3.

The following table presents the Group's assets and liabilities that are measured at fair value as of

December 31.
2013 Level 1 Level 2 Total
Investments at fair value though
income statement 2,157,600 - 2,157,600
Investments available for sale;
Quoted shares 14,222,728 - 14,222,728
Investment portfolio - 104,696 104,696
Total investments available for sale 14,222,728 104,696 14,327,424
16,360,328 104,696 16,485,024
2012 Level 1 Level 2 Total
Investments at fair value though
income statement 2,219,054 2,219,054
Investments available for sale:
Quoted shares
Investment portfolio 14,574,080 - 14,574,080
Total investments available for sale - 385,024 385,024
14,574,080 385,024 14,959,104
16,793,134 385,024 17,178,158

At December 31, the fair values of financial instruments approximate their carrying amounts, with the
exception of cerain financial assets availabie for sale camied at cost as indicated in Note (8). The
management of the Group has assessed ihat fair value of cash and cash equivalents and payables
approximate their carrying amounts largely due to the short-term maturities of these instrumenis,

During the year there were no transfers between Level 1, Level 2 and Level 3.

For assets and liabilities that are recognized 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.

The fair value details of investment properties are mentioned in Note (10).

Capital Risk Management

The Group’s objectives when managing capital are:

- To ensure adequate funds are available to underwrite risks and maintain investor, creditor and market
conditions.

- To make available funds for future development of the business.

- To safeguard the Group's ability to continue as a going concern so that it can continue to operate.

- To provide adequate retumn to shareholders and benefits to its other shareholders

The Board of Directors constantly monitors the capital structure of the Group with a view 1o ensuring that a
baiance is maintained between relurmns and risk. Group’s Management ensures that the Group is not geared
beyond acceptable limits. For this purpose, the Group may adjust the amount of dividend payable to its
shareholders, issue new shares or sell assets fo reduce debt.
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32.

Furthermore, in order lo protect against the impact of large claims and catastrophes, the Group is required
under law to maintain technical reserves depending on the exposure to various types of underwriting
eXposures.

Law No. 24 of 1961, Law No.13 of 1962, and Decree No. 5 of 1989, Decree No. 578 of 2013 and the rules
and regulations issued by the Ministry of Commerce provide the regulatory framework for the insurance
industry in Kuwait. All insurance companies operating in Kuwait are required to follow these rules and

regulations.
The following are the key regulations goveming the operation of the Group:

- For the life and capital insurance contracts issued in Kuwait, the full mathematical reserves are to be
retained in State of Kuwait.

- For marine insurance contracts, at least 15% (2012 - 25%) of the premiums collected in the previous
year are fo be retained in State of Kuwait.

- For all other types of insurance, at least 30% (2012 - 40%) of the premiums collected in the previous
year are fo be retained in State of Kuwait.

- The funds retained in Kuwait should be invested as follows:
* A minimum of 40% of the funds are to be in the form of cash deposits in a bank operating in State

of Kuwait

* A maximum of 25% may be invested in foreign securities.
* A maximum of 30% should be invested in Kuwaiti companies' shares or bonds
*  Amaximum of 15% should be in a current account with a bank operating in State of Kuwait.

The residual value may be invested in bonds issued or guaranteed by the Government of Kuwait, properties
based in Kuwait or loans secured by first morigage of properties based in Kuwait.

Pursuant to Ministerial Order No. 578 dated December 22, 2013 and based on the interpretation and a
confirmation received from the Controller of Insurance, Ministry of Commerce, the Group has change during
the year ended December 31, 2013, the percentage of calculating the unexpired risk reserve to be 30% of
annual premiums eamed net of reinsurance for Fire and General Accidents Departments and 15% for
Marine and Aviation depariment.

Prior year adjustment

During the previous years and up to December 31, 2011, the Group recognized impaimment losses of
investments available for sale below its initial cost by an amount of KD 13,285,006 in cumulative change in
fair value under “consolidated statement of comprehensive income” rather than in the consolidated
statement of income. During the period ended December 31, 2011, the Group has restated comparative
figures as foliows:

- Decreased retained eamings balance as of December 31, 2011 by KD 13,285,006.
- Increased the cumulative change in fair value balance as of December 31, 2011 by KD 13,285,006.

During the previous years and up to December 31, 2011, Ritaj Takaful Insurance Company - K.S.C.(Closed)
“associate” recognized impairment losses of investments available for sale below its initial cost by an
amount of KD 584,631 in cumulative change in fair value under “statement of comprehensive income” rather
than in the statement of income. During the year ended December 31, 2012 the associate has restated
comparative figures, accordingly, the Group has restated comparative figures related to its share of result
and its share of other comprehensive income of associate as follows:
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- Decreased retained eamings balance as of December 31, 2011 by KD 196,436.
Increased share of comprehensive income from associale balance as of December 31, 2011 by KD
196,4386.

During the year ended December 31, 2012 the Group has changed the accounting policy for investment
property from cost to fair value method. Accordingly, the Group has restated comparative figures of
consolidated financial stalements as follows:

- Increased retained eamings balance as of December 31, 2011 by KD 1,948,893,
- Increased investment property balance as of December 31, 2011 by KD 1,948,893

Accordingly, the cumulative effect on consolidated statement of financial position as of December 31, 2011
as follows:

The retained eamnings balance has been decreased by KD 11,532,549.
Cumulative change in fair value has been increased by 13,285,006.
Share of comprehensive income of associate increased by KD 196,436.
Investment property balance increased by KD 1,948,893,
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