


In The Name Of Allah. The Most Gracious, The Most Merciful

“ And Say, Work And God And His Messenger

And Believers Will See Your Work”

The Holy Qu'ran, Altawba (105)
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WE ASPIRE TO BE

A SYMBIOTIC PIONEERS INSURANCE INDUSTRY.

——

We aim to provide service and insurance products
using the maost distinctive means of technology

to all segments of customners through innovation

of new products aimed at achieving a surplus of
insurance activity and maximizing return on investment
for each of the policy holders & shareholders,







Board of Directors Statement

2019 AD

Praise be to God, Lord of the worlds, peace and blessings be upon the master of
the messengers, our honest Prophet Muhammad, his Households, all his
companions, and their followers of charity until doomsday.

Dear esteemed shareholders,

Peace, mercy and blessings of God be upon you,

First of all, it is my pleasure, on behalf of myself and on behalf of the members of
the board of directors of “Wethaq Takaful Insurance Company” for accepting the
invitation to attend the 19" meeting of the General Assembly, also we are
honored to present the Annual Report of the business and achievements of the
company for the fiscal year ending 31/12/2019, Including the report of the Sharia
Supervisory Board from Al Mashora & Al Rayah for Islamic Financial Consulting
Company, the auditor’s report, glimpses of the markets status and performance
of the insurance sector activity, summary of the company's achievements and its
strategies in order to achieve its goals.

Major financial markets around the world managed to achieve strong gains,
despite the economic tensions witnessed in global markets during year 2019, as
some indicators of financial markets recorded gains exceeding 35% in light of the
economic war between the two largest economies in the world, and extended to
the European Union countries, In addition to the blurring of the scene about
Britain's exit mechanism from the European Union.

As for the performance of the Gulf markets, most of the indicators of those
markets ended in year 2019 with a rise in varying proportions, and the Kuwaiti
market topped the list of gains, achieving its highest level since April 2018, in
terms of trading value and the most high companies.

The most prominent economic event domestically during year 2019, is Morgan
Stanley Capital International (MSCI) confirmation that Kuwait is promoted to the
rank of emerging markets due to the reforms taken by the Capital Markets and
Stock Exchange Authority with the assistance of the Kuwait Clearing Company.



It is believed that this upgrade to the market is a milestone in the history of the
local economy, as foreign investment is expected to flow by about one billion
Kuwaiti dinars, in line with that upgrade.

As for the Oil markets, despite the severe fluctuations that struck the global Oil
market during the year 2019 on the impact of the drums of trade war between
America and China, in addition to the geopolitical factors in the Middle East, the
factors of supply and demand and its impact on industrial production, the Qil
prices have made strong gains since the beginning year 2019 increased by 23%,

In the Arab Gulf region, the signing of the agreement to return production in the
divided region between Kuwait and Saudi Arabia captured the attention of the
energy sector locally, regionally and internationally, due to the strategic
importance of this region for the two countries and the global Oil market,
especially since it was producing 500 thousand barrels of Qil per day and
constituted 0.5% of global production,

In year 2019, the Organization of Petroleum Exporting Countries (OPEC) kept its
forecasts for economic growth and Oil demand for 2020 steady.

On the level of the state’s development plan and its future vision for year 2035,
and its accomplished projects in this framework, which have contributed
significantly to the promotion of the Kuwaiti market, the General Secretariat of
the Supreme Council for Planning and Development announced -according to the
semi-annual follow-up report of the plan- that the total projects included in the
development plan for the year (2019/2020) 135 projects, of which 51 are in the
preparatory stage 38%, 75 projects in the executive phase 56%, 5 projects that
have not started yet 4%, 3 projects that have been completed 2%, and one
project in the handover phase 1%.

The report pointed out that the percentage of projects in the implementation
phase in the development plan for the current year 2019/2020 amounted to 56%
compared to 59% in the plan (2018/2019).

As for insurance markets regionally and locally, the volume of insurance
underwritten premiums in the Arab Gulf states during the year 2018 reached
about 29.1 billion US dollars, a slight decrease of 1.4% compared to the year
2017, which amounted to about 28.7 billion US dollars, according to expert
reports, where those premiums formed in The UAE is about 12.5 billion US
dollars, in Saudi Arabia about 9.34 billion US dollars, in Qatar about 3.1 billion US



dollars, in Kuwait 1.7 billion US dollars, in Oman 1.4 billion US dollars, and in
Bahrain 0.9 billion US dollars.

Other expert reports also expected the insurance market in the Gulf Cooperation
Council countries to grow by 4.3% as a CAGR, increasing from the level of $ 29.2
billion in year 2019 to $ 36.1 billion in year 2024.

A report of an investment entity stated that among the major factors that will
drive the growth of the insurance sector in the region is the sustainability of
economic growth and the increase in the population, in addition to major
developments in infrastructure, indicating the same report that government
efforts to strengthen regulations and diversify the economy are likely to boost
the total insurance underwiritten premiums in this sector.

The same report also predicted that the total underwritten premiums of life
insurance in the Gulf Cooperation Council countries will grow at a CAGR of 4.9%,
to reach USD 4.7 billion in year 2024, while the non-life insurance market grew at
a CAGR of 4.3%, the report pointed out too that this sector will continue to
acquire about 87% of the total insurance market at $ 31.4 billion during the year
2024.

The report also drew attention to the presence of about 200 insurance
companies operating in the Gulf Cooperation Council countries, which could
make sector companies face pressures in profitability due to increased
competition momentum and the high cost of adhering to strict accounting
regulations and standards.

S&P (Global Credit Rating Agency), in turn, mentioned that escalating
competition, higher asset risk and tighter regulation, which can lead to cost
increases, are among the major risks that may affect the profits and credit
conditions of Gulf insurance companies in year 2020.

Also the agency pointed out that the regression in economic activity led to a
slowdown in the growth of insurance underwritten premiums in most of the Gulf
insurance markets during the past few years, and led to an escalation of
competition among those companies because of the increasing numbers in each
market.

It pointed out too that the escalation of geopolitical risks in the Middle East
region, and the persistence of trade disputes between some of the major global
economies, and other events, could lead to higher risks associated with



fluctuations in the value of assets, especially as some Gulf insurance companies
invest a large part of their assets in stocks, which It could be affected by the
increasing volatility of the capital markets after achieving relatively strong results
in year 2019.

As for the insurance market in Kuwait, the volume of underwritten premiums
increased from 435 million kuwaiti dinar in year 2017 to 449 million kuwaiti dinar
in year 2018, an increase of 3.2%. Unfortunately, it is the weakest rate since year
2010, and companies have increased 4 additional companies in year 2019 (3

national companies and 1 Arab company), as number of insurance companies
became in total 42, by 31 national companies, 7 Arab companies and 4 foreign
companies, of which Takaful insurance companies comprise 18 companies.

Specialized reports expected the growth of the local insurance market at the
highest rate in the Gulf region, with an annual average of 8.2%, during the period
between years 2019 and 2024.

Reports expect that the insurance sector in Kuwait will remain one of the fastest
growing and most profitable sectors among the Gulf countries, although the size
of locally underwritten insurance premiums constitutes about 6% of the total
premiums in the Gulf Cooperation Council states, noting that the rate of growth
of total insurance underwritten premiums is also expected to reach in Kuwait
about 10% and to stabilize profitability in the year 2020.

In this context, we believe that the market revived itself after the pressure of
years of competition, as high prices led to growth in total premiums despite the
reluctance of about 30% of customer numbers in year 2018 compared to year
2017, therefore we hope that the general results of this sector in year 2019 will
be than year 2018.

Among the factors that may contribute to support the growth of total
underwritten insurance premiums and increase profitability in the local market,
are the high rates of energy and real estate reinsurance and third party liability.

We will not forget the decisions issued by the Kuwaiti Ministry of Commerce and
Industry at the end of year 2019, and approved for implementation as of the
beginning of year 2020, especially with regard to coding insurance policies, or
requiring a bank deposit as a guarantee of business, which contributes
significantly to organizing the work of the insurance sector, and helps solve many
obstacles that hinder its work, as it would contribute to protecting the sector



from harmful practices that affected it, along with the adoption of a number of
insurances, such as health insurance for visitors to the country, insurance of
auditors, insurance of engineering companies, and others, in addition to studying
health insurance for Housewives.

The establishment of an independent unit concerned with the insurance sector
would also regulate work in the sector and protect public money by preventing
some companies from tampering with their revenues and fees due to the
concerned authorities, which would lead to the growth of the sector’s work and
the development of its companies’ actions in the end of the interest of the
Kuwaiti economy .

In contrast, local insurance companies are still struggling to achieve better market
shares, as they suffer from a rise in insurance losses and high compensations, as
the rate of losses for all companies in this aspect reached 132%, and about 27
companies (about 64%) out of 42 companies operating insurance losses
exceeding 100%.

Insurance companies are still facing many challenges that it hopes to solve soon,
most notably the weakness of government support, the lack of insurance of
government property and its various assets, the scarcity of technical and under
writer competencies, the weak insurance awareness, the deactivation of bank
insurance, and the lack of mandatory many important and necessary insurances,
along with Not changing the conditions of a third-party auto insurance policy,
which remains the most prominent problem for the sector, as the price of the
insurance policy is never commensurate with the size of the compensation that
companies pay for it, as well as the continued work of Takaful windows for
traditional companies, and most car agencies are arbitrary to remove discounts
on spare parts and riseing repair fees, as the hospitals and health services centers
raised their prices, among these challenges.

In this regard, WETHAQ is keen to continue its prudent approach and strategy in
developing competitive underwriting mechanisms and policies, also adopting a
policy of selectivity on the principle of beneficial partnership, in order to preserve
the best reinsurance operations to protect the rights of shareholders and
policyholders.

Alos thank God, WETHAQ able to meet the new legal requiments for the year
2020 to carry out its activities.



The company also achieved strategic growth in some of the insurances that were
targeted to increase and reduce other insurances attributable to the company
with losses and damages, and, thank God, it was able to maintain its
performance, achieving growth in the overall total of underwritten premiums
reached about 16.4%.

WETHAQ also maintained its rating granted by S&P Standard & Poor's global
credit rating agency in year 2019 at (B) outlook, based on improved liquidity and
reduced investment risk.

Where the agency expected that WETHAQ would remain stable, unrestricted,
and operationally independent, while maintaining its competitive position, levels
of capital adequacy and liquidity.

WETHAQ also works to introduce technology and use it in insurance operations,
whether in terms of issuing insurance policies or collecting insurance premiums.
It is also in the process of offering many services and products electronically to
serve its work and keep pace with the customers’ continuous needs, and to
achieve growth in its performance and competitive capabilities.

Accordingly, it was agreed the annual financial statements of the company for the
financial year ended 31/12/2019, the company did not distribute any bonuses to
the members of the Board of Directors and upon recommendation the Board of
Directors no profits should be distributed for this ended year.

The following is a review of the financial results..

"WETHAQ" achieved a loss of KD 87,120 thousand by (0.79) fils per share in year
2019, compared to 0.79 fils per share for the same period compared to year
2018.

The total assets increase rate reached 1.972%, and the shareholders’ equity
increased by 2% compared to last year 2018.

The growth rate of total operating income was 16.325%, and a decrease of
176.864% in net operating profit, compared to year 2018.

In conclusion .. We cannot but to express our sincere thanks and great gratitude
to His Highness the Amir Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah, His Highness
Sheikh Nawaf Al-Ahmad Al-Jaber Al-Sabah, the Crown Prince, and to His Highness
Sheikh Sabah Al-Khaled Al-Hamad Al-Sabah, the Prime Minister -may God protect



them-, for all their special attention to Islamic companies.

We also thank all the official authorities in the country, particularly the Ministry
of Commerce and Industry, the Capital Markets Authority, the Kuwait Stock
Exchange Market, and all our shareholders and our valued customers for their
support and encouragement we have seen in the path of Takaful.

We also extend our sincere thanks and appreciation to the members of the Fatwa
and Sharia Supervision Board whose reviews and observations were the best
help for us, we also thank the executive management of the company and all its
employees for their dedication and keenness in accomplishing the work entrusted to

them with all seriousness and commitment.

God grants success.

Ibrahim Abbas Othman Al-Sukhi
Chairman of Board of Directors

31/12/2019






Consolidated financial statements and independent auditor’s report
Wethaq Takaful Insurance Company — KPSC and Subsidiary
Kuwait

31 December 2019

















































































































































































