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INDEPENDENT AUDITOR’S REPORT

To the Management
American Life Insurance Company (Kuwait Branch)
State of Kuwait

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of American Life Insurance (Kuwait Branch) (the “Branch’), which
comprise the statement of financial position as at 31 December 2025 and the statement of profit or loss, the statement
of comprehensive income, statement of changes in Head Office Equity and statement of cash flows for the year
then ended, and notes to the financial statements, including material accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Branch as at 31 December 2025, and its financial performance and its cash flows for the year then ended in
accordance with IFRS Accounting Standards as issued by International Accounting Standards Board (“IASB”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISA”). Our responsibilities under
those standards are further described in the auditor’s responsibilities for the audit of the financial statements section of
our report. We are independent of the Branch in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (“IESBA Code”) together with the other ethical requirements
that are relevant to our audit of the Branch’s financial statements in State of Kuwait, and we have fulfilled our other
ethical responsibilities and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of the Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
IFRS Accounting Standards as issued by International Accounting Standards Board (“IASB”) and for such internal
control as management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Branch’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of

accounting unless management either intends to liquidate the Branch or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Branch’s financial reporting process.

Cont’d...



Deloitte.

INDEPENDENT AUDITOR’S REPORT
To the Management of American Life Insurance Company Kuwait Branch (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

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

° Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than the one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Branch’s internal control.

e  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

° Conclude on the appropriateness of management’s use of the going concern basis of accounting and based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Branch’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosure are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Branch to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

Cont’d...
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INDEPENDENT AUDITOR’S REPORT
To the Management of American Life Insurance Company Kuwait Branch (continued)

Report on Other Legal and Regulatory Requirements

In our opinion, proper books of account have been kept by the Branch and the financial statements are in
accordance therewith. We further report that we obtained all the information and explanations that we required
for the purpose of our audit; and that the financial statements incorporate all information that is required by the
Companies Law No. 1 of 2016, and its executive regulations, as amended; and that, to the best of our knowledge
and belief, no violations of the Companies Law No. 1 of 2016, and its executive regulations, as amended, have
occurred during the year ended 31 December 2025 that might have had a material effect on the business of the
Branch or on its financial position.

Talal Y. Al-Muzaini
License No. 209A
Deloitte & Touche — Al-Wazzan & Co.

Kuwait
31 March 2026
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Statement of financial position

As at 31 December 2025
1 January
2025 2024 2024
Notes KD KD KD
(Restated) (Restated)
ASSETS
Right-of-use assets 5 224,168 72,620 114,048
Property and Equipment 6 51,108 - -
Investment securities:
Financial investments at fair value
through other comprehensive income
(FVTOCI) 7 4,625,466 4,404,134 4,420,963
Financial investments at fair value
through profit or loss (FVTPL) 7 19,246,948 17,566,910 16,030,172
Insurance contract assets 8.1 22,962 209 88,011
Reinsurance contract assets 8.1 200,658 210,053 60,232
Deferred tax asset 9 61,012 82,617 82,558
Prepayments and other receivables 10 173,829 286,852 203,298
Cash and bank balances 11 6,683,606 8,585,426 9,513,840
Total assets 31,289,757 31,208,821 30,513,122
HEAD OFFICE ACCOUNT,
RESERVES AND LIABILITIES
HEAD OFFICE ACCOUNT AND
RESERVES
Head Office account 3,911,199 4,131,872 5,214,041
Cumulative changes in fair value of
securities (242,630) (438,834) (432,472)
Total Head Office account and
reserves 3,668,569 3,693,038 4,781,569
LIABILITIES
Insurance contract liabilities 8.1 26,156,905 25,740,566 23,616,340
Reinsurance contract liabilities 8.1 160,452 444,813 666,407
Accounts payable 12 898,362 1,026,254 948,743
Taxation payable 9 164,549 225,184 379,017
Lease liabilities 5 240,920 78,966 121,046
Total liabilities 27,621,188 27,515,783 25,731,553
Total Head Office account, reserves
and liabilities 31,289,757 31,208,821 30,513,122

Iftikhar Shaikh
Country Manager — Kuwait

The accompanying notes form an integral part of these financial statements.
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Statement of profit or loss
For the year ended 31 December 2025

Insurance revenue
Insurance service expenses

Insurance service result before reinsurance contracts held
Net expense from reinsurance contracts held

Insurance service result

Interest income from financial investments at FVTOCI
Realised and unrealised gain on financial

investments at FVTPL
Other investment income - net

Net investment income

Finance expenses from insurance contracts issued
Finance income from reinsurance contracts held

Net insurance finance expenses

Net insurance and investment result
Other income

Other operating expenses

(Loss) / profit before taxation

Taxation

(Loss) / profit for the year

W

Iftikhar Shaikh
Country Manager — Kuwait

The accompanying notes form an integral part of these financial statements.

Notes

13
84

8.5

17
17

18

5

2025 2024

KD KD
(Restated)

9,451,238 9,094,070
(8,541,754) (7,691,314)
909,484 1,402,756
(69,779) (61,667)
839,705 1,341,089
113,460 114,189

3,148,784 2,269,256
223,951 332,010
3,486,195 2,715,455
(3,269,316) (2,438,435)
8,483 19,454
(3,260,833) (2,418,981)
1,065,067 1,637,563
92,889 88,579
(1,168,526) (1,234,020)
(10,570) 492,122
(151,478) (226,248)
(162,048) 265,874
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Statement of comprehensive income
For the year ended 31 December 2025

2025 2024
KD KD
(Restated)
(Loss) / profit for the year (162,048) 265,874
Other comprehensive income / (loss):
Items that may be reclassified subsequently to profit or
loss:
Net changes in the fair value of financial investments at
fair value through other comprehensive income
(FVTOCI) 230,828 (7,485)
Deferred tax on revaluation of investments at fair value
through other comprehensive income (FVTOCI) (34,624) 1,123
Total other comprehensive income / (loss) for the year 196,204 (6,362)

Total comprehensive income for the year 34,156 259,512

The accompanying notes form an integral part of these financial statements.
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Statement of changes in head office equity
For the year ended 31 December 2025

Cumulative

changes in fair

Head Office value of
account securities Total
KD KD KD
Balance at 1 January 2024 5,009,558 (432,472) 4,577,086
Impact of restatement (Note 22) 204,483 - 204,483
Balance at 1 January 2024 (Restated) 5,214,041 (432,472) 4,781,569
Profit for the year (Restated) 265,874 - 265,874
Other comprehensive loss for the year - (6,362) (6,362)
Total comprehensive income for the year (Restated) 265,874 (6,362) 259,512
Net movement during the year (1,348,043) - (1,348,043)
Balance at 31 December 2024 (Restated) 4,131,872 (438,834) 3,693,038
Loss for the year (162,048) - (162,048)
Other comprehensive income for the year - 196,204 196,204
Total comprehensive income for the year (162,048) 196,204 34,156
Net movement during the year (58,625) - (58,625)

Balance at 31 December 2025 3,911,199

The accompanying notes form an integral part of these financial statements.

(242,630)

3,668,569



AMERICAN LIFE INSURANCE COMPANY (KUWAIT BRANCH)

Statement of cash flows
For the year ended 31 December 2025

Cash flows from operating activities
(Loss) / profit for the year before taxation
Adjustments for:
Amortisation of right-of-use asset
Interest on lease liability
Depreciation of property and equipment
Net amortisation of financial investments at fair value through other
comprehensive income (FVTOCI)
Net change in fair value of financial assets at fair value
through profit or loss (FVTPL)
Realised gain on disposal of financial assets at fair value through profit
or loss (FVTPL)
Interest and other investment income

Operating cash flows before changes in operating assets and
liabilities

Change in prepayments and other receivables excluding interest
receivable

Change in accounts payable

Changes in insurance and reinsurance contracts

Nét cash used in operating activities
Income tax paid

Net cash used in operations

Cash flows from investing activities

Purchase of investment securities

Disposal/ maturity of investment securities

Purchase of property and equipment

Change in restricted deposits

Change in unrestricted deposits having an original maturity of more
than three months

Interest and other investment income received

Net cash generated from investing activities
Cash flows from financing activities

Net movement in Head Office account
Payment of lease liability

Net cash used in financing activities

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

Non-cash transaction:
Remeasurement of lease

The accompanying notes form an integral part of these financial statements.

2025
KD
(10,570)
39,080
18,939
3,481
9,496
(2,101,666)
(1,047,118)
(337,411)

(3,425,769)

86,629
(127,892)

118,620

(3,348,412)
(225,132)

(3,573,544)

(2,261,100)
3,729,846
(54,589)
(145,349)

2,113,150
363,805

3,745,763

(58,625)

(47,613)

(106,238)

65,981
2,402,111

2,468,092

190,628

2024

KD
(Restated)
492,122

41,428
5,480

9,344
(1,422,906)

(846,350)
(446,199)

(2,167,081)

(86,832)
77,511
1,840,613

(335,789)
(379,017)

(714,806)

(2,361,120)
3,093,638
2,479,597

(1,581,371)
449,477

2,080,221
(1,348,043)
(47,560)
(1,395,603)
(30,188)
2,432,299

2,402,111
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Notes to the financial statements
For the year ended 31 December 2025

1. General information

American Life Insurance Company (“ALICO” or the “Company” or “Head Office™), is a company incorporated in
the State of Delaware in the United States of America and operates in State of Kuwait as a Branch (the “Branch”).
The Branch is licensed by the Insurance Regulatory Unit (the “IRU”) and operates under registration number
2023/119. The principal place of business of the Branch is P.O. Box 669, Kuwait City, State of Kuwait. The
ultimate holding company of the Branch is MetLife Inc.

The principal activity of the Branch is to sell life insurance, medical, accident and health, savings and investment
products.

The IRU has also issued decision no. 11/2025 on Life and Accumulation of Funds insurance operations. The
decision requires all insurance companies selling Investment Linked insurance Products to obtain a license from
the Capital Market Authority (CMA). This decision is applicable across the entire industry and not only to the
Branch. The Branch has communicated with IRU its decision to suspend the issuances of fund accumulation
products affected by this decision from IRU. The branch continues to service existing portfolio in compliance with
the requirements of this decision.

2 Application of new and revised International Financial Reporting Standards (IFRS Accounting
Standards)

2.1 New and revised IFRS Accounting Standards adopted in these financial statements

The following new and revised IFRS Accounting Standards, which became effective for annual periods beginning
on or after 1 January 2025, have been adopted in these financial statements. The application of these revised IFRS
Accounting Standards, did not have any material impact on the amounts reported for the current and prior periods.

Effective for

annual periods
New and revised IFRSs beginning on or after

Amendments to IAS 21 Lack of exchangeability Sale or Contribution of Assets 1 January 2025
between an Investor and its Associate or Joint Venture

2.2 New and revised IFRS Accounting Standards in issue but not yet effective and not early adopted
Effective for annual

periods beginning on or
New and revised IFRS Accounting Standards dafter

IFRS 9 and IFRS 7— Amendment regarding the classification and measurement 1 January 2026, earlier
of financial instrument application is permitted
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Notes to the financial statements
For the year ended 31 December 2025 (continued)

10

2 Application of new and revised International Financial Reporting Standards (IFRS

Accounting Standards) (continued)

2.2 New and revised IFRS Accounting Standards in issue but not yet effective and not

early adopted (continued)

New and revised IFRS Accounting Standards

IFRS 9 and IFRS 7— Contracts referencing nature-dependent electricity

Annual improvements to IFRS Accounting Standards

IFRS 18 — Presentation and Disclosure in Financial Statements

IFRS 19 — Subsidiaries without Public Accountability: Disclosures

Amendments to IFRS 10 — Consolidated Financial Statements and IAS 28 —
Investments in Associates and Joint Ventures (2011)

Effective for annual

periods beginning on or
after

1 January 2026, earlier
application is permitted

1 January 2026, earlier
application is permitted

1 January 2027, earlier
application is permitted

1 January 2027, earlier
application is permitted

Effective date deferred
indefinitely. Adoption is
still permitted.

Management is still assessing the impact of IFRS 18, they do not expect adoption of these new standards,
interpretations and amendments, will have a material impact on the financial statements of the Branch in the

future period.

3. Summary of material accounting policy information

The significant accounting policies applied in the preparation of these financial statements are summarised

below.

31 Statement of compliance

The financial statements have been prepared in accordance with the International Financial Reporting Standards,
(“IFRS Accounting Standards”) and interpretation issued by the IFRS Interpretation Committee (“IFRSIC™)
applicable to companies under IFRS as issued by the International Accounting Standards Board (“IASB”) and
applicable provisions of the Insurance Regulatory Unit, Executive Regulations Of Law No. (125) of 2019 on

Regulation of Insurance issued by Insurance Regulatory Unit (IRU).
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Notes to the financial statements
For the year ended 31 December 2025 (continued)

3. Summary of material accounting policy information (continued)

3.2 Basis of preparation

The financial statements have been prepared on the historical cost basis except for financial instruments that have
been measured at amortised cost or fair value as explained in the accounting policies below. Historical cost is
generally based on the fair value of the consideration given in exchange for assets.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating the fair value of an asset or a liability, the Branch takes
into account the characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date. Fair value for measurement and/or disclosure
purposes in these financial statements is determined on such basis, except for share-based payment transactions that
are within the scope of IFRS 2, leasing transactions that are within the scope of IFRS 16, and measurements that
have some similarities to fair value but are not fair value, such as net realizable value in IAS 2 or value in use in
IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorized into Level 1,2 or 3 based on
the degree to which the inputs to the fair value measurements are observable and the significance of the inputs to
the fair value measurements in its entirety, which are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

° Level 2 inputs are inputs other than quoted prices included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the assets or liability.

The Branch's statement of financial position is not presented using a current/non-current classification. However,
the following balances would generally be classified as current: cash and bank balances except restricted deposits,
financial assets at fair value through profit or loss, prepayments and other receivables and accounts payables.

The following balances would generally be classified as non-current: right-of-use asset, property and equipment
and provision for employees' end of service benefits.

The following balances are of mixed nature (including both current and non-current portions): deposits, financial
assets at fair value through other comprehensive income, reinsurance contract assets and liabilities, insurance
contract assets and liabilities and lease liabilities.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Branch’s accounting
policies. Changes in assumptions may have a significant impact on the financial statements in the period the
assumptions are changed. The areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed in Note 4.
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Notes to the financial statements
For the year ended 31 December 2025 (continued)

3. Summary of material accounting policy information (continued)
The principal accounting policies are set out below.

33 Foreign currencies

The financial statements of Branch are presented in the currency of the primary economic environment in which
the Branch operates (its functional currency). For the purpose of the financial statements, the results and financial
position of the Branch is expressed in Kuwaiti Dinar (“KD”), which is the functional currency of the Branch and
the presentation currency for the financial statements.

In preparing the financial statements of the Branch, transactions in currencies other than the Branch’s functional
currency (foreign currencies) are recognised at the rates of exchange prevailing at the dates of the transactions. At
the end of each reporting period, monetary items denominated in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the year in which they arise.

3.4 Property and equipment

Property and equipment are stated at cost less accumulated depreciation less any identified impairment. The cost
of property and equipment is their purchase price together with any incidental expenses. Depreciation on these

assets is calculated using the straight-line method to allocate their costs to their residual values over their estimated
useful lives as follows:

Furniture and fixtures 7 years
Computer equipment 4 — 6 years
Leasehold improvements Up to 7 years for leases before 2018 and

up to the lease term thereafter

The assets’ residual values and useful lives are reviewed and adjusted, if appropriate, at the end of each reporting
period.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down
immediately to its recoverable amount.

Gains and losses on disposal of property and equipment are determined by comparing the sale proceeds to the
carrying amounts.

Subsequent costs are included in the asset’s carrying value or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Branch and the cost of
the item can be measured reliably. Repairs and maintenance are charged to profit or loss during the period when
the expenditure is incurred.



AMERICAN LIFE INSURANCE COMPANY (KUWAIT BRANCH) 13

Notes to the financial statements
For the year ended 31 December 2025 (continued)

3. Summary of material accounting policy information (continued)

35 Impairment of tangible assets

At the end of each reporting period, the Branch reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where
it is not possible to estimate the recoverable amount of an individual asset, the Branch estimates the recoverable
amount of the cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation basis can
be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased
to revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset (cash-generating unit)
in prior years. A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

3.6 Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprise cash on hand, call and current
accounts with banks and unrestricted deposits with an original maturity of three months or less.

3.7 Leasing
The Branch as lessee

The Branch assesses whether contract is or contains a lease, at inception of the contract. The Branch recognises a right-
of-use asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee, except
for short-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets. For these
leases, the Branch recognises the lease payments as an operating expense on a straight-line basis over the term of the
lease unless another systematic basis is more representative of the time pattern in which economic benefits from the
leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined, the Branch uses its
incremental borrowing rate.
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Notes to the financial statements
For the year ended 31 December 2025 (continued)

3. Summary of material accounting policy information (continued)

3.7 Leasing (continued)

The Branch as lessee (continued)

Lease payments included in the measurement of the lease liability comprise:

e fixed lease payments (including in-substance fixed payments), less any lease incentives;

e  variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

e the amount expected to be payable by the lessee under residual value guarantees;

e the exercise price of purchase options, if the lessee is reasonably certain to exercise the options; and

e payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to
terminate the lease

The lease liability is presented as a separate line item in the statement of financial position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability
(using effective interest method) and by reducing the carrying amount to reflect the lease payments made.

The Branch remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use asset)
whenever:

e the lease term has changed or there is a change in the assessment of exercise of a purchase option, in
which case the lease liability is remeasured by discounting the revised lease payments using a revised
discount rate.

e the lease payments change due to changes in an index or rate or a change in expected payment under a
guaranteed residual value, in which cases the lease liability is remeasured by discounting the revised lease
payments using the initial discount rate (unless the lease payments change is due to a change in a floating
interest rate, in which case a revise discount rate is used).

e alease contract is modified and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured by discounting the revised lease payments using a revised discount
rate.

The right-of-use assets are amortised over the shorter period of lease term and useful life of the underlying asset. If a
lease transfer ownership of the underlying asset or the cost of the right-of-use of asset reflects that the Branch expects
to exercise a purchase option, the related right-of-use asset is amortised over the useful life of the underlying asset. The
amortisation starts at the commencement date of the lease.

The right-of-use of assets is presented as a separate line item in the statement of financial position.

The Branch applies IAS 36 to determine whether a right-of-use asset is impaired and accounts for an identified
impairment loss as described in the ‘Property and equipment’ policy.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease liability and the
right-of-use asset. The related payments are recognised as an expense in the period in which the event or condition that
triggers those payments occurs and are included in the line ‘general and administrative expenses’ in the statement of
income.

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and instead account for any
lease and associated non-lease components as a single arrangement. The Branch has not used this practical expedient.
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Notes to the financial statements
For the year ended 31 December 2025 (continued)

3. Summary of material accounting policy information (continued)
38 Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position
only when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a
net basis, or to realise the asset and settle the liability simultaneously.

3.9 Provisions

Provisions are recognised when the Branch has a present obligation (legal or constructive) as a result of a past event, it
is probable that the Branch will be required to settle that obligation, and a reliable estimate can be made of the amount
of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present
value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party,
a receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the
receivable can be measured reliably.

3.10 Interest income
Interest income is recognised on a time proportion basis using the effective interest rate method.
3.11 End of service benefits

Provision is also made for the end of service benefits due to employees in accordance with the Kuwait Labour Law
for their periods of service up to the reporting date. This provision is included in accounts payable.

3.12 IFRS 9, ‘Financial Instruments’
3.12.1 Classification and Measurement

The classification of financial assets under IFRS 9 is generally based on the business model in which a financial
asset is managed and its contractual cash flow characteristics. IFRS 9 includes three principal measurement
categories for financial assets: ‘measured at amortised cost (“AC”), ‘measured at fair value through other
comprehensive income (“FVTOCI”) and ‘measured at fair value through profit or loss (“FVTPL”) and eliminates
the previous IAS 39 categories of held-to-maturity investments, loans and receivables, and available-for-sale
financial assets.
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3. Summary of material accounting policy information (continued)
3.12 IFRSY, ‘Financial Instruments’ (continued)

3.12.1 Classification and Measurement (continued)

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as
measured at FVTPL:

- it is held within a business model whose objective is to hold assets to collect contractual cash flows; and
- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

A financial asset is measured at FVTOCI if it meets both of the following conditions and is not designated as
measured at FVTPL:

- itis held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets, and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVTOCI as described above are measured at
FVTPL.

3.12.2 Impairment of financial assets

The following financial assets are subject to the expected credit loss impairment model under IFRS 9: Financial
assets measured at amortised cost and debt instruments carried at FVTOCL

IFRS 9 requires a loss allowance to be recognised at an amount equal to either 12-month ECL or lifetime ECL.
Lifetime ECL are the ECL that result from all possible default events over the expected life of the financial
instrument, 12-month ECL are the portion of lifetime ECL that result from default events on a financial instrument
that are possible within the 12 months after the reporting date.

The Branch measures loss allowances as follow:

e Ifthe credit risk on a financial asset has not increased significantly since initial recognition, an entity should
record a loss allowance for that asset at an amount equal to 12-month expected credit losses (“ECLs”).

e If the credit risk on a financial asset has increased significantly since initial recognition, or if the financial
asset is credit impaired at the financial reporting date, an entity should record a loss allowance for that asset
at an amount equal to lifetime ECLs.
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3. Summary of material accounting policy information (continued)
3.12 IFRS Y, ‘Financial Instruments’ (continued)
3.12.3 Measurement of Expected Credit Loss (ECL)

ECL are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the Branch in accordance with the contract and the cash
flows that the Branch expects to receive).

The key inputs into the measurement of ECL are the term structures of the Probability of Default (PD), Loss Given
Default (LGD) and Exposure at Default (EAD). ECL for financial assets for which credit risk has not significantly
increased are calculated by multiplying the 12-month PD by the respective LGD and EAD. Lifetime ECL are
calculated by multiplying the lifetime PD by the respective LGD and EAD.

To determine lifetime and 12-month PDs, the Branch considers the PD tables supplied by Moody’s based on the
default history of obligors in the same industry and geographic region with the same credit rating and adjusted with
LGD. LGD is the magnitude of the likely loss if there is a default. The Branch uses Moody’s LGD parameters based
on the history of recovery rates of claims against defaulted counterparties. The LGD models considers the structure,
collateral, seniority of the claim, counterparty industry and recovery costs of any collateral that is integral to the
financial asset.

Where modelling of a parameter is carried out on a collective basis, the financial instruments are grouped on the
basis of shared risk characteristics, which include:

instrument type;

credit risk grade;

collateral type;

date of initial recognition;

remaining term to maturity;

industry;

geographic location of the borrower; and

value of collateral relative to the financial asset if it has an impact on the probability of a default occurring.
For example, non-recourse loans or LTV ratios.

The groupings is subject to regular review to ensure that exposures within a particular group remain appropriately
homogeneous.

When ECL are measured using parameters based on collective modelling, a significant input into the measurement
of ECL is the external benchmark information that the Branch will use to derive the default rates of its portfolios.
This includes the PDs provided in the Moody’s default study and the LGDs provided.
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3. Summary of material accounting policy information (continued)
3.13 Insurance contracts issued and reinsurance contracts held
(i) Identifying contracts in the scope of IFRS 17

IFRS 17 establishes principles for the recognition, measurement, presentation and disclosure of insurance
contracts, reinsurance contracts and investment contracts with Discretionary Participation Features.

When identifying contracts in the scope of IFRS 17, in some cases the Branch has to assess whether a set or
series of contracts needs to be treated as a single contract and whether embedded derivatives, investment
components and goods & services components have to be separated and accounted for under another standard.

(ii) Level of aggregation and contract boundaries

Level of Aggregation

The starting point for grouping of contracts is to identify portfolios, which are defined as “insurance contracts
subject to similar risks and managed together”. The portfolios are further split by annual cohorts and by
profitability groups.

The Branch manages insurance contracts issued by product lines and by currency within an operating segment,
where each product line includes contracts that are subject to similar risks and managed together. All insurance
contracts within a product line represent a portfolio of contracts. Each portfolio is further disaggregated into
groups of contracts that are issued within a calendar year (annual cohorts) and are:

@ contracts that are onerous at initial recognition;
(i) contracts that at initial recognition have no significant possibility of becoming onerous subsequently;
or

(ili)  a group of remaining contracts.
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3. Summary of material accounting policy information (continued)

3.13 Insurance contracts issued and reinsurance contracts held (continued)
(i) Level of aggregation and contract boundaries (continued)

Level of Aggregation (continued)

These groups represent the level of aggregation at which insurance contracts are initially recognized and
measured. Such groups are not subsequently reconsidered. When a contract is recognised, it is added to an
existing group of contracts or, if the contract does not qualify for inclusion in an existing group, it forms a new
group to which future contracts may be added. Groups of reinsurance contracts are established such that each
group comprises a single contract. Ceded groups are identified according to their profitability category, similar
to the approach used for direct business. However, note that the concept of onerous contracts is not present in
ceded groups. Ceded groups only have those with CSM on a net cost position or in a net gain position.

The level of aggregation requirements of IFRS 17 limit the offsetting of gains on groups of profitable contracts,
which are generally deferred as a CSM, against losses on groups of onerous contracts, which are recognised
immediately.

The determination of whether “a set of contracts will all be in the same profitability group” implies
consideration of the degree of homogeneity of the profit profiles of those contracts. Reasonable and
supportable information, if available, will be utilized to conclude that a set of contracts will all be in the same

group.

The Branch shall assess whether profitability metrics for products within the same portfolio vary such that a
group with no significant possibility of becoming onerous exists (e.g., if the profitability of a certain product(s)
significantly exceeds the average profitability of the group).

The objective of seeking reasonable and supportable information is not to identify all contracts within a set
that may be onerous when measured applying IFRS 17, but instead to identify those contracts whose
characteristics are so aligned that the outcome of an onerous evaluation at inception would produce the same
result.

The characteristics that are meaningful in determining homogeneity of a contract are likely commonly known
and are typical attributes for which pricing would vary.

Contract Boundaries

Under IFRS 17, the measurement of a group of contracts includes all of the future cash flows within the
boundary of each contract in the group. For certain contracts, the IFRS 17 contract boundary requirements
determine the cash flows to be included in the measurement of existing recognised contracts, as opposed to
future unrecognised contracts. The period covered by the premiums within the contract boundary is the
‘coverage period’, which is relevant when applying a number of requirements in IFRS 17.

The key determination is to define the start date and end date for a “Group”. The principle to determine contract
boundary end date is based on when the Branch will have the ability to reassess risk and reprice the contracts
to fully reflect the revised risk. The start date is based on when the initial recognition criteria is met under the
standard. The end date is based on the repricing assessment.
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3. Summary of material accounting policy information (continued)

3.13 Insurance contracts issued and reinsurance contracts held (continued)
(ii) Level of aggregation and contract boundaries (continued)

Contract Boundaries (continued)

The Branch recognises a group of insurance contracts it issues at the earliest of the following:

a. The beginning of the coverage period of the group
b. The date when the first payment from a policyholder in the group becomes due and
C. For a group of onerous contracts when the group becomes onerous.

The end of the contract boundary is the point where the policyholder no longer has the obligation to pay
premiums under the insurance contract and, the Branch has the practical ability to reprice (or amend the
benefits under the contract) to fully reflect the risks of the policyholder. In particular, a contract may include
a renewal provision, and such provisions typically take two forms:

. The renewal premiums are guaranteed at the initial recognition date, and:

(a) Where renewal is guaranteed, but the renewal premiums are not subject to any limitations, the contract
boundary should end.

(b) Where the renewal is guaranteed but the renewal premium is subject to maximum guarantee, the
contract boundary does not end.

. The renewal premiums are determined as of the renewal date; the contract boundary should end at the
renewal date and a new contract boundary to begin unless substantial rights are continued to the
policyholders through renewal.

Insurance contracts

For insurance contracts, cash flows are within the contract boundary if they arise from substantive rights and
obligations that exist during the reporting period in which the Branch can compel the policyholder to pay
premiums or has a substantive obligation to provide services (including insurance coverage and investment
services). A substantive obligation to provide services ends when:

o the Branch has the practical ability to reassess the risks of the particular policyholder and can set a
price or level of benefits that fully reflects those reassessed risks; or

o the Branch has the practical ability to reassess the risks of the portfolio that contains the contract and
can set a price or level of benefits that fully reflects the risks of that portfolio, and the pricing of the
premiums up to the reassessment date does not take into account risks that relate to periods after the
reassessment date.

Some term life and critical illness contracts issued by the Branch have annual terms that are guaranteed to be
renewable each year. Under IFRS 17, the cash flows related to future renewals (i.e. the guaranteed renewable
terms) of these contracts will be within the contract boundary. This is because the Branch does not have the
practical ability to reassess the risks of the policyholders at individual contract or portfolio level.
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3. Summary of material accounting policy information (continued)
3.13 Insurance contracts issued and reinsurance contracts held (continued)
(ii) Level of aggregation and contract boundaries (continued)

Insurance contracts (continued)

Some universal life contracts contain a guaranteed annuity option, which allows the policyholder to convert,
on maturity of the stated term, the maturity benefit into an immediately starting life-contingent annuity at a
predetermined rate. The Branch has assessed the contract boundary for the contracts, including the options,
and concluded that, under IFRS 17, the cash flows related to the guaranteed annuity options will fall within
the boundary of the contracts. This is because the Branch does not have the practical ability to reprice the
contract on maturity of the stated term.

Reinsurance contracts

For reinsurance contracts, cash flows are within the contract boundary if they arise from substantive rights and
obligations that exist during the reporting period in which the Branch is compelled to pay amounts to the
reinsurer or has a substantive right to receive services from the reinsurer. A substantive right to receive services
from the reinsurer ends when the reinsurer:

o has the practical ability to reassess the risks transferred to it and can set a price or level of benefits that
fully reflects those reassessed risks; or

o has a substantive right to terminate the coverage.

Some of the Branch’s quota share reinsurance contracts cover underlying contracts issued within the annual
term on a risk-attaching basis and provide unilateral rights to both the Branch and the reinsurer to terminate
the attachment of new underlying contracts at any time by giving three months’ notice to the other party. Under
IFRS 17, cash flows arising from underlying contracts expected to be issued and ceded after the measurement
date, in addition to those arising from underlying contracts already ceded, may be within the boundaries of the
reinsurance contracts and may have to be considered and estimated in their measurement.

(iii) Measurement model - overview

IFRS 17 introduces a measurement model based on the estimates of the present value of future cash flows that
are expected to arise as the Branch fulfils the contracts, an explicit risk adjustment for non-financial risk and
a CSM.
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3. Summary of material accounting policy information (continued)
3.13 Insurance contracts issued and reinsurance contracts held (continued)
(iii) Measurement model - overview (continued)

Contracts are subject to different requirements depending on whether they are classified as direct participating
contracts or contracts without direct participation features. Direct participating contracts are contracts that are
substantially investment-related service contracts under which the Branch promises an investment return based
on underlying items; they are contracts for which, at inception:

e the contractual terms specify that the policyholder participates in a share of a clearly identified pool of
underlying items;

e the Branch expects to pay to the policyholder an amount equal to a substantial share of the fair value
returns on the underlying items; and

e the Branch expects a substantial proportion of any change in the amounts to be paid to the policyholder
to vary with the change in fair value of the underlying items.

All other insurance contracts and all reinsurance contracts are classified as contracts without direct participation
features.

Measurement is not carried out at the level of individual contracts, but on the basis of groups of contracts. To
allocate individual insurance contracts to groups of contracts, the Branch first needs to define portfolios which
include contracts with similar risks that are managed together. These portfolios are to be subdivided into groups
of contracts on the basis of profitability and annual cohorts. IFRS 17 consists of 3 measurement models:

e General Model - This approach is applied to all insurance contracts, unless they have direct
participation features or the contract is eligible for, and the Branch elects to apply, the premium
allocation approach.

e Variable fee Approach - This approach is applied to insurance contracts with direct participation
features. Such contracts are substantially investment-related service contracts under which the Branch
promises an investment return based on underlying items. This approach cannot be used for the
measurement of reinsurance contracts issued or held.

e Premium Allocation Approach - This approach is an optional simplification of the measurement of the
liability for remaining coverage for insurance contracts with short-term coverage.

The measurement of the liability for incurred claims is identical under all three measurement models. For the
majority of the claims within the product lines where the coverage period is less than a year (contracts measured
under the PAA), the incurred claims are expected to be paid out in less than one year. Hence, no adjustment is
made for the time value of money.
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3. Summary of material accounting policy information (continued)

3.13 Insurance contracts issued and reinsurance contracts held (continued)
(ili) Measurement model - overview (continued)

Premium Allocation Approach (“PAA”)

The PAA is an optional simplified measurement model in IFRS 17 that is available for insurance and
reinsurance contracts that meet the eligibility criteria. An explanation of how the Branch applies the PAA is
given below:

The Branch applies the PAA to all contracts in the non-life segment and to the short-term life contracts because
the following criteria are met at inception:

e Insurance contracts: where the coverage period of each contract in the group is one year or less.

Under the PAA, the liability for remaining coverage is measured as the amount of premiums received net of
acquisition cash flows paid, less the net amount of premiums and acquisition cash flows that have been
recognized in profit or loss over the expired portion of the coverage period based on the passage of time.

Onerous contracts under PAA

For insurance contracts measured under the PAA, it is assumed that contracts are not onerous at initial
recognition, unless facts and circumstances indicate otherwise. The Branch’s focus is to grow a profitable and
sustainable business and does not anticipate the recognition of onerous contracts except where the following
have been identified:

e Relevant pricing decisions.
e Initial stages of a new business acquired where the underlying contracts are onerous.
e Any other strategic decisions the board considers appropriate.

If, at any point during the coverage period, facts and circumstances indicate that a group has become onerous,
the following must be compared:

e The carrying amount of the liability for remaining coverage under the PAA.
e The fulfilment cash flows related to the remaining coverage under the General Model.

If the fulfilment cash flows under the General Model calculation (second option above) exceed the liability for
remaining coverage under the PAA (first option above), a loss equal to the difference of the two is recognized
in profit or loss, and the liability for remaining coverage is increased.



AMERICAN LIFE INSURANCE COMPANY (KUWAIT BRANCH) 24

Notes to the financial statements
For the year ended 31 December 2025 (continued)

3.

Summary of material accounting policy information (continued)

3.13 Insurance contracts issued and reinsurance contracts held (continued)

(iv)

Measurement model — Life Contracts — Long term

Insurance contracts and investment contracts with Discretionary Participation Features

The general measurement model (“GMM™), also known as the building block approach, consists of the
fulfilment cash flows and the contractual service margin. As such, on initial recognition, the Branch measures
a group of contracts as the total of (a) the fulfilment cash flows, which comprise estimates of future cash flows,
adjusted to reflect the time value of money and the associated financial risks, and a risk adjustment for non-
financial risk; and (b) the CSM. The fulfilment cash flows of a group of contracts do not reflect the Branch’s
non-performance risk.

The Branch’s objective in estimating future cash flows is to determine the expected value of a range of
scenarios that reflects the full range of possible outcomes. The cash flows from each scenario are
discounted and weighted by the estimated probability of that outcome to derive an expected present value.
Future Cash Flows represent the explicit, unbiased and probability-weighted estimate (i.e. expected value)
of all Future Cash Flows within the boundary of each contract that relate directly to the fulfilment of the
contract.

All cash flows are discounted using A-rated corporate bonds or treasuries, determined as bottom-up rate
with ILP (Illiquidity Premium) equal to the A-rated corporate spreads less risk-free rate for the Products
that have liability cash flows with no asset dependency, however for Products that currently use risk-
neutral valuation for Economic Capital such as variable separate account or unit linked products, Risk-free
rates will be used for projection and discounting. For products with asset-dependent liability cash flows
that do not use risk-neutral projections, discount rate is computed using best estimate projected market
earned rates on the supporting asset portfolio is used. This typically includes general account crediting rate
products. The Branch methodology is to use current market discount rates and to report the impacts of
changes in current discount rates on insurance assets and liabilities in the statement of profit or loss and
not to separate into OCL. Further refer to Note 4.7 for use of discount rate on different components.

The risk adjustment for non-financial risk for a group of contracts, determined separately from the other
estimates, is the compensation required for bearing uncertainty about the amount and timing of the cash
flows that arises from non-financial risk.

The contractual service margin (“CSM”) of a group of contracts represents the unearned profit from in-
force contracts that the Branch will recognize as it provides services over the coverage period.

At inception, the contractual service margin cannot be negative. On initial recognition of a group of
contracts, the group is not onerous if the total of the following is a net inflow:

(a) the fulfilment cash flows;

(b) any cash flows arising at that date; and

(¢) any amount arising from the derecognition of any assets or liabilities previously recognised for cash
flows related to the group (including assets for insurance acquisition cash flows).

In this case, the CSM is measured as the equal and opposite amount of the net inflow, which results in no
income or expenses arising on initial recognition.
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3. Summary of material accounting policy information (continued)

3.13 Insurance contracts issued and reinsurance contracts held (continued)

(iv) Measurement model — Life Contracts — Long term (continued)

Insurance contracts and investment contracts with Discretionary Participation Features (continued)

At initial recognition, for non-onerous groups, the CSM is included within the measurement of the insurance
contract liability and is not recognized in the P&L since the CSM relates to the future service to be provided
under the insurance contracts in the group. Over time, the CSM for the group is recognized through revenue
on a basis that reflects the transfer of services provided to the policyholder in accordance with the terms and
duration of the insurance contract. Specifically, the CSM is recognized based on the coverage units for the
group of contracts.

The contractual service margin gets adjusted for changes in cash flows related to future services and for the
interest accretion at interest rates locked-in at initial recognition of the group of contracts. A release from the
contractual service margin is recognized in statement of profit or loss each period to reflect the services
provided in that period based on “coverage units”. IFRS 17 only provides principle-based guidance on how to
determine these coverage units.

If at initial recognition, the total of the fulfilment cash flows is a net outflow leading to a negative contractual
service margin at inception, then the group is onerous and the net outflow is generally recognised immediately
as a loss in profit or loss. This results in the carrying amount of the liability for the group being equal to the
fulfilment cash flows and the CSM of the group being zero. In such a case, a loss component is created to
depict the amount of the net cash outflow, which determines the amounts that are subsequently presented in
profit or loss as reversals of losses on onerous contracts and are excluded from insurance revenue.

Subsequently, the carrying amount of a group of contracts at each reporting date is the sum of the liability for
remaining coverage and the liability for incurred claims. The liability for remaining coverage comprises (a)
the fulfilment cash flows that relate to services that will be provided under the contracts in future periods and
(b) any remaining CSM at that date. The liability for incurred claims includes the fulfilment cash flows for
incurred claims and expenses that have not yet been paid, including claims that have been incurred but not yet
reported.

The fulfilment cash flows of groups of contracts are measured at the reporting date using current estimates of
future cash flows, current discount rates and current estimates of the risk adjustment for non-financial risk.
Changes in fulfilment cash flows are recognised as follows:

Changes relating to future services Adjusted against the CSM (or recognised in the
insurance service result in profit or loss if the
group is onerous)

Changes relating to current or past services Recognised in the insurance service result in profit
or loss

Effects of the time value of money, financial risk, and | Recognised as insurance finance income or
changes therein on estimated future cash flows expenses
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3.13 Insurance contracts issued and reinsurance contracts held (continued)

(iv) Measurement model — Life Contracts — Long term (continued)

Insurance contracts and investment contracts with Discretionary Participation Features (continued)

The CSM is adjusted subsequently only for changes in fulfilment cash flows that relate to future services and
other specified amounts and is recognised in profit or loss as services are provided. The CSM at each reporting
date represents the profit in the group of contracts that has not yet been recognised in profit or loss because it
relates to future service.

The Branch applies the GMM to Individual Life products, including Endowment, Term Life, Whole Life,
Universal Life, Fixed Annuity, Long Term Care (A&H) and Credit Life long term products.

The variable fee approach (“VFA”) is a mandatory modification of the general measurement model regarding
the treatment of the contractual service margin in order to accommodate direct participating contracts. For all
direct participating contracts, the contractual service margin is measured in the same way as a group of
insurance contracts without direct participation features (i.e., as an amount equal but opposite to the fulfilment
cash flows resulting in the elimination of any day 1 gain). However, the contractual service margin is adjusted
based on changes in the amount of the entity’s share of the fair value of underlying items relating to future
service, which includes changes in estimates relating to financial risk and the time value of money.

The Standard does not require separate adjustments to be identified for changes in the contractual service
margin arising from changes in the amount of the Branch’s share of the fair value of the underlying items and
changes in estimates of fulfilment cash flows relating to future services. A combined amount might be
determined for some or all of the adjustments. Under the Variable fee approach, adjustments to the contractual
service margin are determined using current discount rates whereas under the general model, adjustments are
determined using discount rates locked in at inception of a group of insurance contracts. There is no explicit
interest accretion on the CSM, as there is for the General Model.

The Branch applies the variable fee model to the Variable Universal Life product.

Insurance Acquisition cash flows

Insurance acquisition cash flows arise from the activities of selling, underwriting and starting a group of
contracts that are directly attributable to the portfolio of contracts to which the group belongs. Under IFRS 17,
for Life contracts, insurance acquisition cash flows are allocated to groups of contracts using systematic and
rational methods based on the policy groups. Acquisition expense assumptions are included in the projection
of fulfilment cash flows of an insurance contract (i.e., included in the estimates of the present value of Future
Cash Flows).

Insurance acquisition cash flows that are directly attributable to a group of contracts (e.g., non-refundable
commissions paid on issuance of a contract) are allocated only to that group and to the groups that will include
renewals of those contracts. The Branch expects to recover part of the related insurance acquisition cash flows
through renewals of these contracts. The allocation to renewals will be based on the manner in which the
Branch expects to recover those cash flows.
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3.13 Insurance contracts issued and reinsurance contracts held (continued)
(iv) Measurement model — Life Contracts — Long term (continued)

Insurance Acquisition cash flows (continued)

Under IFRS 17, for Life contracts, insurance acquisition cash flows are allocated to groups of contracts using
systematic and rational methods based on the policy groups.

IFRS 17 requires the Branch to allocate part of the acquisition costs to related expected contract renewals, and
to recognise those costs as an asset until the entity recognizes the contract renewals. The Branch is required to
assess the recoverability of the asset at each reporting date, and to provide specific information about the asset
in the notes to the financial statements.

IFRS 17 requires the Branch to assess at each reporting date whether facts and circumstances indicate that an
asset for insurance acquisition cash flows may be impaired. If it is impaired, then the Branch will:

a. recognise an impairment loss in statement of profit or loss so that the carrying amount of the asset
does not exceed the expected net cash inflow for the related group; and

b. ifthe asset relates to future renewals, recognise an impairment loss in profit or loss to the extent that
it expects those insurance acquisition cash flows to exceed the net cash inflow for the expected
renewals and this excess has not already been recognised as an impairment loss under (a).

The Branch will reverse any impairment losses in statement of profit or loss and increase the carrying amount
of the asset to the extent that the impairment conditions have improved.

The Branch has not recognised any asset for insurance acquisition cash flows associated with expected future
groups of contracts.

v) Measurement model — Life contracts - Short term and non-life Contracts

On initial recognition of each group of short-term life contracts and non-life insurance contracts which are
measured under the PAA measurement model, the carrying amount of the liability for remaining coverage is
measured at the premiums received on initial recognition. The Branch has elected to recognise insurance
acquisition cash flows as expenses when they are incurred.

Subsequently, the carrying amount of the liability for remaining coverage is increased by any further premiums
received and decreased by the amount recognised as insurance revenue for services provided. The Branch
expects that the time between providing each part of the services and the related premium due date will be no
more than a year. Accordingly, as permitted under IFRS 17, the Branch does not adjust the liability for
remaining coverage to reflect the time value of money and the effect of financial risk.
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W) Measurement model — Life contracts - Short term and non-life Contracts (continued)

If at any time before and during the coverage period, facts and circumstances indicate that a group of contracts
is onerous, then the Branch will recognise a loss in profit or loss and increase the liability for remaining
coverage to the extent that the current estimates of the fulfilment cash flows that relate to remaining coverage
exceed the carrying amount of the liability for remaining coverage. The fulfilment cash flows will be
discounted (at current rates) if the liability for incurred claims is also discounted.

The Branch will recognise the liability for incurred claims of a group of contracts at the amount of the
fulfilment cash flows relating to incurred claims. The future cash flows will be discounted (at current rates)
unless they are expected to be paid in one year or less from the date the claims are incurred.

The Branch applies PAA to Group Medical, Group Life, Group A&H, Credit life short term, and Individual
A&H short term. The Branch has two versions of Credit life and Individual A&H products, one is short term
with contract boundary of 1 year, valued under PAA and the other version with contract boundary of more
than 1 year is valued under GMM.

(vi) Measurement model — Reinsurance

The Branch applies the same accounting policies to measure a group of reinsurance contracts, with the
following modifications.

The carrying amount of a group of reinsurance contracts at each reporting date is the sum of the asset for
remaining coverage and the asset for incurred claims. The asset for remaining coverage comprises (a) the
fulfilment cash flows that relate to services that will be received under the contracts in future periods and (b)
any remaining CSM at that date.

The Branch measures the estimates of the present value of future cash flows using assumptions that are
consistent with those used to measure the estimates of the present value of future cash flows for the underlying
insurance contracts, with an adjustment for any risk of non-performance by the reinsurer. The effect of the
non-performance risk of the reinsurer is assessed at each reporting date and the effect of changes in the non-
performance risk is recognised in the insurance service result in statement of profit or loss.

The risk adjustment for non-financial risk will represent the amount of risk being transferred by the Branch to
the reinsurer.

The CSM of a group of reinsurance contracts represents a net cost or net gain on purchasing reinsurance, unless
the net cost of purchasing reinsurance coverage relates to events that occurred before the purchase of the group
of reinsurance contracts. Net cost of purchasing reinsurance is recognized as a negative CSM and the amount
is deferred.
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3. Summary of material accounting policy information (continued)
3.13 Insurance contracts issued and reinsurance contracts held (continued)
(vij  Measurement model — Reinsurance (continued)

The net expense of purchasing reinsurance should be recognised over the coverage period as services are
received, unless the reinsurance covers events that have already occurred. It is measured such that no income
or expense arises on initial recognition, except that the Branch will:

o recognise any net cost on purchasing reinsurance coverage immediately in statement of profit or
loss as an expense if it relates to insured events that occurred before the purchase of the group;
and

o recognise income when it recognises a loss on initial recognition of onerous underlying contracts
if the reinsurance contract is entered into before or at the same time as the onerous underlying
contracts are recognised.

A loss-recovery component is created, which determines the amounts that are subsequently disclosed as
reversals of recoveries of losses from the reinsurance contracts and are excluded from the allocation of
reinsurance premiums paid.

The CSM is adjusted subsequently only for specified amounts and is recognised in statement of profit or loss
as services are received.

The Branch measures all the reinsurance contracts under the GMM approach.
(vii) Presentation and disclosures

Under IFRS 17, portfolios of insurance contracts and investment contracts with Discretionary Participation
Features that are assets and those that are liabilities, and portfolios of reinsurance contracts that are assets and
those that are liabilities, are presented separately in the statement of financial position. All rights and
obligations arising from a portfolio of contracts are presented on a net basis; therefore, balances such as
insurance receivables and payables and policyholder loans are not presented separately. Any assets or liabilities
recognised for cash flows arising before the recognition of the related group of contracts (including any assets
for insurance acquisition cash flows) are also presented in the same line item as the related portfolios of
contracts.

Under IFRS 17, amounts recognised in the statement of profit or loss and OCI are disaggregated into:
(a) an insurance service result, comprising insurance revenue and insurance service expenses; and
(b) insurance finance income or expenses.

Amounts from reinsurance contracts are presented separately.
Insurance service result

For contracts not measured using the PAA, insurance revenue for each period represents the changes in the
liabilities for remaining coverage that relate to services for which the Branch expects to receive consideration
and an allocation of premiums that relate to recovering insurance acquisition cash flows. For contracts
measured using the PAA, insurance revenue is recognised based on an allocation of expected premium receipts
to each period of coverage, which is based on the passage of time.
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3. Summary of material accounting policy information (continued)

3.13 Insurance contracts issued and reinsurance contracts held (continued)
(vii)  Presentation and disclosures (continued)

Insurance service result (continued)

Expenses that relate directly to the fulfilment of contracts are recognised in statement of profit or loss as
insurance service expenses, generally when they are incurred. Expenses that do not relate directly to the
fulfilment of contracts are presented outside the insurance service result.

Investment components are not included in insurance revenue and insurance service expenses under IFRS 17.
The Branch identifies the investment component of a contract by determining the amount that it would be
required to repay to the policyholder in all scenarios with commercial substance. These include circumstances
in which an insured event occurs, or the contract matures or is terminated without an insured event occurring.
The Branch has identified that its universal life, whole life, endowment and fixed annuity contracts contain an
investment component, determined as the surrender value specified in the contractual terms less any accrued
fees.

Amounts recovered from reinsurers and reinsurance expenses are not presented separately in statement of
profit or loss, because the Branch presents them on a net basis as ‘net expenses from reinsurance contracts
held’ in the insurance service result, but information about these is included in the disclosures.

The Branch has elected not to disaggregate changes in the risk adjustment for non-financial risk between the
insurance service result and insurance finance income or expenses. All changes in the risk adjustment for non-
financial risk recognised in profit or loss are included in the insurance service result.

Since the Branch provides insurance contract services under the group of insurance contracts, it reduces the
liability for remaining coverage and recognises insurance revenue. The amount of insurance revenue
recognised in the reporting period depicts the transfer of promised services at an amount that reflects the
portion of consideration that the Branch expects to be entitled to in exchange for those services.

For insurance contracts measured under the general measurement model and the variable fee approach,
insurance revenue includes claims and other directly attributable expenses as expected at the beginning of the
reporting period, changes in the risk adjustment for non-financial risk, amounts of the CSM recognised for the
services provided in the period, experience adjustments arising from premiums received in the period other
than those that relate to future service and other amounts, including amounts related to insurance acquisition
cash flows. For insurance contracts measured under the premium allocation approach, expected premium
receipts are allocated to insurance revenue based on the passage of time, unless the expected pattern of
incurring the insurance service expenses differs significantly from the passage of time, in which case the latter
should be used. The IFRS 17 Standard requires losses to be recognised immediately on contracts that are
expected to be onerous. Insurance service expenses include incurred claims and benefits, other incurred
directly attributable expenses, insurance acquisition cash flows amortisation (for GMM and VFA), acquisition
costs expensed as incurred (for PAA), changes that relate to past service (i.e., changes in the FCF relating to
the LIC), changes that relate to future service (i.e., changes in the FCF that result in onerous contract losses or
reversals of those losses) and insurance acquisition cash flows assets impairment.
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3.13 Insurance contracts issued and reinsurance contracts held (continued)
(vii)  Presentation and disclosures (continued)

Insurance Finance income and expenses

Under IFRS 17, changes in the carrying amounts of groups of contracts arising from the effects of the time
value of money, financial risk and changes therein are generally presented as insurance finance income or
expenses. They include changes in the measurement of groups of contracts caused by changes in the value of
underlying items (excluding additions and withdrawals).

The Branch has an accounting policy choice as to whether to disaggregate insurance finance income or
expenses for the period between statement of profit or loss and other comprehensive income. This choice is
made for each portfolio of insurance contracts issued or reinsurance contracts held. The Branch does not
disaggregate insurance finance income or expense between the statement of profit or loss and other
comprehensive income and instead presents it entirely in statement of profit or loss.



AMERICAN LIFE INSURANCE COMPANY (KUWAIT BRANCH)

Notes to the financial statements
For the year ended 31 December 2025 (continued)

3. Summary of material accounting policy information (continued)

3.13

(viii)
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Insurance contracts issued and reinsurance contracts held (continued)

The following table sets out the accounting policy choices adopted by the Branch:

Measurement IFRS 17 options Adopted approach
model the
option is
allowed to be
applied
Insurance acquisition | PAA Where the coverage period of each contract in the | The Branch expenses its insurance
cash flows group at initial recognition is no more than one year, | acquisition cash flows immediately
IFRS 17 allows an accounting policy choice of either | upon payment.
expensing the insurance acquisition cash flows when
incurred or amortising them over the contract’s
coverage period.
Liability for | PAA Where there is no significant financing component in | The Branch does not adjust the LRC for
Remaining Coverage relation to the LRC, or where the time between | insurance contracts issued for the effect
(“LRC”) adjusted for providing each part of the services and the related | of the time value of money, because
financial risk and premium due date is no more than a year, the Branch | insurance premiums are due within the
time value of money is not required to make an adjustment for accretion of | coverage period of contracts, which is
interest on the LRC. one year or less.
Liability for Incurred | PAA Where claims are expected to be paid within a year of | For the majority of the claims within the
Claims (“LIC”) the date that the claim is incurred, it is not required to | product lines where the coverage period
adjusted for time adjust these amounts for the time value of money. is less than a year, the incurred claims
value of money are expected to be paid out in less than
one year. Hence, no adjustment is done
for the time value of money.
Insurance  finance | GMM, VFA | IFRS 17 provides an accounting policy choice to | Under Branch policy, the impacts of
income and expenses | and PAA recognise the impact of changes in discount rates and | changes in current discount rates on
other financial variables in profit or loss or in OCI. | insurance assets and liabilities are to be
The accounting policy choice (the profit or loss or | reported in the profit or loss and not
OCI option) is applied on a portfolio basis. separated into OCI.
Disaggregation of | GMM, VFA | An insurer is not required to include the entire change | Branch methodology is mnot to
risk adjustment and PAA in the risk adjustment for non-financial risk in the | disaggregate the change in Risk
insurance service result. Instead, it can choose to split | Adjustment between the insurance
the amount between the insurance service result and | service result and the insurance finance
insurance finance income or expenses. income or expense. The entire change in
the Risk Adjustment is included as part
of the insurance service result.
Recovery of | GMM and | It is an accounting policy choice whether or not to | The Branch considers the time value of
insurance acquisition | VFA consider the time value of money in allocating the | money when allocating the portion of

cash flows

portion of the premiums that relates to the recovery of
insurance acquisition cash flows.

the premiums that relates to the recovery
of insurance acquisition cash flows.

In preparing the financial statements, the Branch has made the accounting policy choice to change the treatment of
accounting estimates made in previous interim financial statements when applying IFRS 17 in the annual reporting

period.
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3.13 Insurance contracts issued and reinsurance contracts held (continued)
(ix) Transition

On the date of initial application, 1 January 2023, IFRS 17 has been applied retrospectively. Where the full
retrospective approach was impracticable, IFRS 17 allows for two alternative transition methods that could be
used:

- A modified retrospective approach that specifies modifications to full retrospective application. This
approach allows insurers that lack limited information to achieve opening transition balances that are as
close to the retrospective application as possible, depending on the amount of reasonable and supportable
information available to that insurer.

Each modification would increase the difference between the modified retrospective approach and the
outcome that would have been obtained if a fully retrospective approach had been applied.

- A fair value approach that uses the fair value of the contracts at the date of transition to determine a value
for the contractual service margin (‘CSM”). The fair value approach enables the Branch to determine the
opening transition balances, even if the Branch does not have reasonable and supportable information about
the contracts that exist at the transition date.

Insurance contracts, reinsurance contracts and investment contracts with Discretionary Participation
Features

Under the fair value approach, the CSM (or the loss component) at 1 January 2022 has been determined as the
difference between the fair value of a group of contracts at that date and the fulfilment cash flows at that date.
The Branch measured the fair value of the contracts as the sum of (a) the present value of the net cash flows
expected to be generated by the contracts, determined using a discounted cash flow technique; and (b) an
additional margin, determined using a confidence level technique.

The cash flows considered in the fair value measurement were consistent with those that are within the contract
boundary. Therefore, the cash flows related to expected future renewals of insurance contracts were not
considered in determining the fair value of those contracts if they are outside the contract boundary. The present
value of the future cash flows considered in measuring fair value was broadly consistent with that determined
in measuring the fulfilment cash flows. Although the Branch’s own non-performance risk was considered
when measuring the fair value of liabilities but not when measuring the fulfilment cash flows, the effect was
insignificant.

Differences in the Branch’s approach to measuring fair value from the IFRS 17 requirements for measuring
fulfilment cash flows gave rise to a CSM at 1 January 2022. In particular, in measuring fair value, the Branch
has included a margin comprising a risk premium to reflect what market participants would demand as
compensation for the uncertainty inherent in the cash flows and a profit margin to reflect what market
participants would require to assume the obligations to service the insurance contracts. In determining this
margin, the Branch considered certain costs that are not directly attributable to fulfilling the contracts (e.g.,
general overheads) and certain risks that were not reflected in the fulfilment cash flows (e.g., general
operational risk), among other factors that a market participant would consider.
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3.13 Insurance contracts issued and reinsurance contracts held (continued)
(ix) Transition (continued)

For all contracts measured under the fair value approach, the Branch has used reasonable and supportable
information available at 1 January 2022 to determine:

how to identify groups of contracts;

whether a contract meets the definition of a direct participating contract;

how to identify discretionary cash flows for contracts without direct participation features; and
whether an investment contract meets the definition of an investment contract with Discretionary
Participation Features.

Some groups of contracts measured under the fair value approach contain contracts issued more than one year
apart. For these groups, the discount rates on initial recognition have been determined at 1 January 2022 instead
of at the date of initial recognition.

For groups of reinsurance contracts covering onerous underlying contracts, the Branch has established a loss-
recovery component at 1 January 2022. The Branch has determined the loss-recovery component with
reference to the amount of the loss component that relates to the underlying contracts at 1 January 2022.

Insurance Acquisition Cashflows

As of the transition date the Branch has not identified an asset for insurance acquisition cash flows considering that
it did not incur any acquisition costs related to future insurance contracts not recognised at the transition date.

Contracts not measured under PAA

The transition approach is determined at the level of a group of insurance contracts and it affects the way the
CSM is calculated on initial adoption of IFRS 17:

a. Full retrospective approach — the CSM at initial recognition is based on initial assumptions when
groups of contracts were recognised and rolled forward to the date of transition as if IFRS 17 had
always been applied;

b. Modified retrospective approach — the CSM at initial recognition is calculated based on assumptions
at transition using some simplifications and taking into account the actual pre-transition fulfilment
cash flows; and

c. Fair value approach — the pre-transition fulfilment cash flows and experience are not considered.

For contracts not measured under PAA, the Branch has applied:
e the full retrospective approach to insurance contracts in force at the transition date, but that originated
on or after 1 January 2019; and
e the fair value approach to insurance contracts that originated before 31 December 2018.

Contracts measured under PAA

The Branch has determined that reasonable and supportable information is available for all contracts in force
at the transition date. In addition, as the contracts are eligible for the PAA, the Branch has concluded that only
current and prospective information was required to reflect circumstances at the transition date, which made
the full retrospective application practicable and, hence, the only available option for insurance contracts issued
by the Branch.
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3.13 Insurance contracts issued and reinsurance contracts held (continued)

(ix) Transition (continued)

Accordingly, the Branch :
- identified, recognised and measured each group of insurance contracts as if IFRS 17 had always
applied;
- derecognised any existing balances that would not have existed if IFRS 17 had always applied; and
- recognised any resulting net difference in equity.

4. Critical accounting judgments and key sources of estimation of uncertainty

In the application of the Branch’s accounting policies, which are described in Note 3, management is required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods.

In preparing these financial statements, the significant judgments made by management in applying the Branch’s
accounting policies and the key sources of estimation uncertainty were the same as those that applied to the financial
statements for the year ended 31 December 2024.

4.1 Estimate of claims liability

The estimation of the ultimate liability arising from unpaid claims including IBNR under insurance contracts is a
critical accounting estimate of the Branch. Liabilities for unpaid claims are estimated using the input of assessments
for cases reported to the Branch and statistical analyses for the IBNR. Estimates for IBNR are based on actuarial
rates determined by the results of the actuarial experience studies. These rates are based on past claim history for
each class of business.

In the case of life insurance claims, statistical information about the pattems of events allows actuaries to calculate
probabilities of an event occurring and the severity of such events. Underwriters are therefore able to apply rates, terms
and conditions to each individual risk accepted based on those predictions. In conjunction with those prevailing
conditions, the Branch arranges protection for its ultimate liability on any one contract of insurance by way of Treaty
Reinsurance. Life claims which have been reported for death benefits are governed by the policy conditions.

4.2 Assessment of significance of insurance risk

The Branch applies its judgement in assessing whether a contract transfers to the issuer significant insurance risk. A
contract transfers significant insurance risk only if an insured event could cause the Branch to pay additional amounts
that are significant in any single scenario and only if there is a scenario that has commercial substance in which the
issuer has a possibility of a loss on a present value basis upon an occurrence of the insured event, regardless of whether
the insured event is extremely unlikely.
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4.3 Determination of Contractual Service Margin

The contractual service margin (“CSM”) of a group of contracts represents the unearned profit from in-force contracts
that the Branch will recognize as it provides services over the coverage period.

At inception, the contractual service margin cannot be negative. On initial recognition of a group of contracts the
group is not onerous if the total of the following is a net inflow:

(a) the fulfilment cash flows;

(b) any cash flows arising at that date; and

(c) any amount arising from the derecognition of any assets or liabilities previously recognised for cash flows related
to the group (including assets for insurance acquisition cash flows).

In this case, the CSM is measured as the equal and opposite amount of the net inflow, which results in no income
or expenses arising on initial recognition.

At initial recognition, for non-onerous groups, the CSM is included within the measurement of the insurance contract
liability and is not recognized in the profit or loss since the CSM relates to the future service to be provided under the
insurance contracts in the group. Over time, the CSM for the group is recognized through revenue on a basis that reflects
the transfer of services provided to the policyholder in accordance with the terms and duration of the insurance contract.
Specifically, the CSM is recognized based on the coverage units for the group of contracts.

For the determination of coverage units, the Branch’s methodology is divided between the following:
e Insurance contracts that do not include any investment services.
e Insurance contracts with participating features, including both contracts that do qualify and do not qualify
for the VFA.

Group 1: Insurance contracts that do not include any investment services
For contracts without investment services, entities shall consider the insurance benefit provided. The following

table provides examples of how this should be applied. These examples of coverage units below are considered the
default metric per the Branch methodology.
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4.3 Determination of Contractual Service Margin (continued)

Group 1: Insurance contracts that do not include any investment services (continued)

Products Coverage unit

Term Life Death Benefit

Non-market sensitive pay-out annuity Annuity benefit payments the policyholder can validly claim in
the period.

Health cover for specified types of medical costs, where claims are Maximum amount that may be claimed in each year

typically paid and closed in less than one year (Short-tailed claims)

Health cover where some or all of the benefits are provided as a It is assumed that insurance services are provided past the initial
series of payments over a period of more than a year (Long-tailed point of disability/claim. In that case Maximum amount that may
claims; e.g., Individual Disability Income, Individual Long-Term be claimed in each year during the coverage period.

Care)

Credit Life Death Benefit in force

Pure endowment (no Death Benefit prior to maturity, only Maturity Maturity Benefit in force

Benefit)

Regular endowment (Death Benefit prior to maturity, and Maturity Death Benefit in force

Benefit)

Group 2: Insurance contracts with investment-related and investment-return services

The general principle is that the coverage unit should appropriately represent both the investment services (including
investment-return services and investment-related services) and insurance services provided under the contract. For
many insurance contracts, the services are expected to be additive, but there may be instances where a weighted
average of investment services and insurance services will need to be calculated in each period. The insurance and
investment services will not be separately run off, rather, the total CSM will be amortised based on the combined
coverage unit. The following table provides examples of how this should be applied. These examples of coverage
units below are considered the default metric per Branch methodology.
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4.3 Determination of Contractual Service Margin (continued)
Group 2: Insurance contracts with investment-related and investment-return services (continued)

*Net asset at Risk is referred as “NAAR” in the below table

Product examples Coverage unit

Universal life, Insurance coverage: NAAR* = Death Benefit less Cash Surrender Value
variable

universal life Plus: Investment service: Cash Surrender Value

= Total: Death Benefit
Whole life Insurance coverage: NAAR* = Death Benefit less Cash Surrender Value
insurance

Plus: Investment service: Cash Surrender Value

= Total: Deéth Benefit
Deferred annuity Accumulation Phase: Greater of: Cash Surrender Value, or Present Value Future Benefits
(Pay out)

Pay out phase: Annuity benefit the policyholder can validly claim in the period

Note:

In many cases, it is expected that the deferred phase and pay out phase are both within
the contract boundary. In this case, the coverage units must extend over both periods.
During the deferred phase, each future projection period is assessed at the greater of the
two items listed above. During the pay-out phase, this will revert to the annuity benefit
payable in the period.

Unit-linked with Insurance coverage: NAAR* = max (0, Sum Assured less Fund Value)

profits

Investment service: Surrender Value (excluding surrender charges)

Hence, coverage unit is the greater of:
Surrender value; or
Sum assured.

In performing the above determination, management applied judgement that might significantly impact the CSM
carrying values and amounts of the CSM allocation recognised in profit or loss for the period.

4.4 Level of aggregation

The Branch applies judgement when distinguishing between contracts that have no significant possibility of
becoming onerous and other profitable contracts. More specifically, the Branch performs this assessment at the
level of “set of contracts” and assesses whether profitability metrics for products within the same portfolio vary
such that a group with no significant possibility of becoming onerous exists (e.g., if the profitability of a certain
product(s) significantly exceeds the average profitability of the group).
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4, Critical accounting judgments and key sources of estimation of uncertainty (continued)

4.5 Risk adjustment

A Risk Adjustment for non-financial risk, referred to as the Risk Adjustment under IFRS 17, is added to the estimate
of the present value of Future Cash Flows in order to calculate the fulfilment cash flows. The Risk Adjustment is
an explicit calculated amount that reflects the compensation that an entity requires for bearing the uncertainty that
arises from non-financial risk on the amount and timing of cash flows that arises as the entity fulfils the insurance
contracts.

Non-financial risks such as insurance risk, lapse risk and expense risk are reflected through the calculated Risk
Adjustment. The Risk Adjustment does not capture risks that are not related to insurance contracts.

The Branch methodology prescribes the Cost of Capital (CoC) approach as the default method for calculating the
Risk Adjustment since:

« It satisfies the requirements of a Risk Adjustment approach as prescribed in the Standard;
« It is an approach that is being used in the industry; and
» It leverages the existing economic capital framework of Head office of the Branch.

The CoC refers to the expected rate of return insurers incur for the capital they hold to back their insurance liabilities.
The CoC calculation approach is consistent with the way in which the Branch currently determines the economic
capital market value margin calculations. Accordingly, existing processes and procedures can be leveraged.

At the Branch level, the risk confidence level is 79.83% (2024: 79.26%).

The Branch has applied a confidence level approach using 75th percentile (2024: within a range of 79th to 97th
percentile) to determine the risk adjustment for the liability for incurred claims. For contracts measured under the
PAA, the explicit risk adjustment for non-financial risk is only estimated for the measurement of the LIC.

Details on each component is as follow:

(a) Diversification benefit: A single enterprise-wise diversification factor is used since it reflects the ability to
diversify capital between different countries.

(b) CoC rate: Branch methodology prescribes the CoC at the enterprise level, instead of varying it by country.
The Branch used 4% (2024: 6%) CoC rate in risk adjustment calculation.

(¢) Required Capital: Required capital is calculated for, and summed across, a set of shocks for the estimates
of the present value of future cash flows at the 99.5% confidence level for non-financial risk. The required
capital for each shock is equal to the difference between the present value of future cash flows applying the
99.5th percentile assumption less the present value of future cash flows applying best estimate cash flows.
This is consistent with the calculation of Head office of the branch economic capital risk margin.

(d) Annuity run-off factor: The required capital amount for each risk factor will be determined as of the
valuation date and assigned a risk driver for future projections. The projection of the risk driver present
value at the current rate is used to calculate an annuity run off factor (typically expected to be a vector).
The Branch uses risk drivers for the runoff of various insurance risks.
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4.6 Estimates of future Cashflows

In estimating future cash flows, the Branch incorporates, in an unbiased way, all reasonable and supportable
information that is available without undue cost or effort at the reporting date. This information includes both
internal and external historical data about claims and other experience, updated to reflect current expectations of
future events. The estimates of future cash flows reflects the Branch’s view of current conditions at the reporting
date, as long as the estimates of any relevant market variables are consistent with observable market prices.

When estimating future cash flows, the Branch takes into account current expectations of future events that might
affect those cash flows. However, expectations of future changes in legislation that would change or discharge a
present obligation or create new obligations under existing contracts are not be taken into account until the change

in legislation is substantively enacted.

Cash flows within the boundary of a contract are those that relate directly to the fulfilment of the contract, including
those for which the Branch has discretion over the amount or timing. These include payments to (or on behalf of)
policyholders, insurance acquisition cash flows and other costs that are incurred in fulfilling contracts. Insurance
acquisition cash flows and other costs that are incurred in fulfilling contracts comprise both direct costs and an

allocation of fixed and variable overheads.

Cash flows are attributed to acquisition activities, other fulfilment activities and other activities at local entity level
using activity-based costing techniques. Cash flows attributable to acquisition and other fulfilment activities are
allocated to groups of contracts using methods that are systematic and rational and are consistently applied to all
costs that have similar characteristics.

For the measurement of the liability for remaining coverage for life long-term contracts the estimates of future cash
flows reflect the below significant assumptions.

Lapse Rates Per Product
DM Agency Banca
Term
Level term decreasing
Policy year CEP/IGP Live Life plan plan Max plan A&H A&H A&H

2024 2025 2024 2025 2024 2025 2024 2025 2024 2025 2024 2025 2024 2025 2024 2025
Monthl Monthl
23% 23% 25% 25% 25% 25% 20% 20% 16% 16% yrate* yrate* 35% 35% 55% S50%

1
2 20% 20% 20% 20% 25% 25% 16% 16% 10% 10% 40% 40% 15% 15% 25% 25%
3 8% 8% 20% 20% 20% 20% 16% 16% 10% 10% 30% 30% 10% 10% 15% 15%
4 8% 8% 20% 20% 20% 20% 16% 16% 5% 5% 25% 25% 10% 10% 15% 15%
5 5% 5% 20% 20% 20% 20% 16% 16% 5% 5% 25% 25% 10% 10% 15% 15%
6 5% 5% 12% 12% 12% 12% 10% 10% 10% 10% 18% 18% 10% 10% 15% 15%
7 5% 5% 12% 12% 12% 12% 10% 10% 5% 5% 18% 18% 10% 10% 15% 15%
8 15% 15% 12% 12% 12% 12% 10% 10% 5% 5% 18% 18% 10% 10% 15% 15%
9 5% 5% 12% 12% 12% 12% 10% 10% 5% 5% 18% 18% 10% 10% 15% 15%
10 5% 5% 12% 12% 12% 12% 10% 10% 5% 5% 18% 18% 10% 10% 15% 15%
11+ 5% 5% 12% 12% 12% 12% 10% 10% 3% 3% 18% 18% 10% 10% 15% 15%
*A&H DM Year 1 monthly rates
1 2 3 4 5 6 7 8 9 10 11
2024 7% 6% 5% 4% 4% 3% 3% 3% 3% 3% 3%

2025 7% 6% 5% 4% 4% 3% 3% 3% 3% 3% 3%

12

20%
20
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4.6 Estimates of future Cashflows (continued)

Lapse Rates Per Product (continued)

Mortality Assumption

All Products
Gender 2025 2024
M 30% of 1975-80 25% of 1975-80
F 30% of 1975-80 25% of 1975-80
4.7 Discount rates

The Branch uses ‘A’-rated corporate bond curves for the Locked-in Rates and Current Rates for GMM business,
determined as a bottom-up rate with the illiquidity premium equal to the A-rated corporate spread less the risk-free
rate, as a proxy for the expected illiquidity of the liability. There are separate rates for EUR, GBP and USD and the
rates are annual spot rates. The USD rates are also to be used for local currencies (i.e. KD). Risk Free rates are taken
directly from the rates provided by EIOPA (European Insurance and Occupational Pensions Authority). The
appropriateness of this assumption is reconsidered for each valuation. For VFA business, the risk-free rates are used
for projection and discounting. These are typically consistent with the current approach used for Economic Capital.
For GMM, US Treasury curve which is used as the risk free rate and when combined with A spreads relative to a
US Treasury (UST) curve, gives an ‘A’-rated bond curve.

Management uses judgement to assess liquidity characteristics of the liability cash flows. Further, the complete list
of uses is shown in the table below along with the Branch policy related to use of current or locked-in discount
rates.

Insurance liability measurement component Discount rate — General model Discount rate — VFA
Estimates of the present value of Future Cash Current Current

Flows

Risk Adjustment discounting of Cost of Capital |Current Current

(CoC)

CSM interest accretion Locked-in Not Applicable

CSM discounting of coverage units Locked-in Current

CSM offset of changes to estimates of the present | Locked-in Current

value of Future Cash Flows

Under VFA, there is no interest accretion on the CSM. Given that at initial recognition, the CSM for a group of
insurance contracts with direct participation features is measured in the same way as a group of insurance contracts
without direct participation features. However, the CSM is adjusted based on changes in the fair value of underlying
items, which includes the impact of discount rate changes rather than discount rates at the measurement date of the
group. Therefore, interest is not specifically accredited on CSM under VFA.

Management uses judgement to assess liquidity characteristics of the liability cash flows.
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4. Critical accounting judgments and key sources of estimation of uncertainty (continued)
4.7 Discount rates (continued)

The Branch used the following yield curves to discount cash flows:

2025
Model Currency Yearl Year 2 Year 3 Year 4 Year5 Year 10 Year 15 Year 20
Contracts under GMM USD 3.89% 3.90% 4.07% 4.24% 43%% 5.16% 5.71% 6.11%
Contracts under GMM GBP 4.08% 4.18% 427% 4.42% 4.58% 537% 5.99% 6.22%
Contracts under GMM EUR 2.39% 2.55% 2.75% 2.94% 3.11% 3.81% 4.06% 4.16%
Contracts under VFA USD 3.43% 3.31% 3.34% 3.40% 347% 3.84% 4.14% 4.28%
Contracts under VFA GBP 3.54% 3.49% 3.53% 3.5%% 3.67% 4.05% 4.36% 4.54%
Contracts under VFA EUR 2.08% 2.16% 228% 2.39% 2.48% 2.86% 3.11% 321%

2024
Model Currency Year1l Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20
Contracts under GMM USD 4.61% 4.74% 4.83% 4.92% 5.03% 5.54% 5.85% 6.01%
Contracts under GMM GBP 4.89% 4.86% 4.80% 4.85% 4.97% 5.36% 5.76% 6.09%
Contracts under GMM EUR 2.78% 2.73% 2.78% 2.86% 2.95% 3.41% 3.45% 3.38%
Contracts under VFA UsD 4.18% 4.09% 4.06% 4.04% 4.02% 4.07% 4.13% 4.10%
Contracts under VFA GBP 4.46% 4.26% 4.15% 4.08% 4.04% 4.07% 4.23% 4.30%
Contracts under VFA EUR 2.24% 2.09% 2.09% 2.12% 2.14% 227% 2.33% 2.26%

4.8 Other areas of potential significant judgements

The boundary for base and all associated rider records shall be same and determined as Max {Base, Riderl,
Rider2,}, i.e., the longest contract boundary amongst all coverages of the policy (including base and all associated
rider records) will apply to all the records in a contract. It is anticipated that in the great majority of cases, the
maximum boundary will be driven by the base record, and that the seriatim table rider records will be populated
with the base record data. If riders exist that have a longer contract boundary than the base contract, it should be
used for both, if material. Head office of the Branch methodology indicates that the premiums for a group should
be classified as either 100% related to current service or 100% related to future service, and not split between the
two categories. This is a simplification as it is assumed any split between current and future would be materially
the same as 100%/0%. Current service refers to annually renewable contracts where premiums primarily relate to
the current year of service. Premiums are to be classified as 100% related for future service if the length of the

contract that they are applied to is greater than one year of coverage.

Head office of the Branch methodology is that inflation risk and its impacts on CSM unlocking will be determined
based on the type of inflation risk and Branch’s view on how it is developed for the applicable product, on a case
by case basis. To the extent the Branch creates its inflation assumption based on expectations of price changes and
it uses the information from a certain index as one of the factors in determining what that expectation is, inflation
does not need to be considered as a financial assumption.
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4. Critical accounting judgments and key sources of estimation of uncertainty (continued)
4.9 Business model assessment

Classification and measurement of financial assets depends on the results of the SPPI and the business model test.
The Branch determines the business model at a level that reflects how groups of financial assets are managed
together to achieve a particular business objective. This assessment includes judgement reflecting all relevant
evidence including how the performance of the assets is evaluated and their performance measured, the risks that
affect the performance of the assets and how these are managed and how the managers of the assets are
compensated. The Branch monitors financial assets measured at amortised cost or fair value through other
comprehensive income that are derecognised prior to their maturity to understand the reason for their disposal and
whether the reasons are consistent with the objective of the business for which the asset was held. Monitoring is
part of the Branch’s continuous assessment of whether the business model for which the remaining financial assets
are held continues to be appropriate and if it is not appropriate, whether there has been a change in business model
and so a prospective change to the classification of those assets. No such changes were required during the periods
presented.

4,10  Significant increase in credit risk

ECL are measured as an allowance equal to 12-month ECL for stage 1 assets, or lifetime ECL for stage 2 or stage
3 assets. An asset moves to stage 2 when its credit risk has increased significantly since initial recognition. IFRS 9
does not define what constitutes a significant increase in credit risk. In assessing whether the credit risk of an asset
has significantly increased, the Branch takes into account qualitative and quantitative reasonable and supportable
forward looking information.

4.11 Calculation of loss allowance

When measuring ECL, the Branch uses reasonable and supportable forward looking information, which is based on
assumptions for the future movement of different economic drivers and how these drivers will affect each other.
Loss given default is an estimate of the loss arising on default. It is based on the difference between the contractual
cash flows due and those that the lender would expect to receive, taking into account cash flows from collateral and
integral credit enhancements.

4.12  Fair value of investment securities carried at fair value through profit or loss

The fair value of investment securities carried at fair value through profit or loss is based on the periodic valuations
by fund managers and represents the net asset value of the funds at the date of valuation.

4.13  Property and equipment

Cost of property and equipment is depreciated over the estimated useful life, which is based on expected usage of
the asset, expected physical wear and tear, the repair and maintenance program and technological obsolescence
arising from changes and the residual value. The management has not considered any residual value as it is deemed
immaterial.
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5. Right-of-use assets
Branch as a Lessee

The Branch leases office space and the average lease term is 5 years.
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Right-of-use
assets Lease liability
KD KD
As at 31 December 2023 114,048 121,046
Amortisation expense (41,428) -
Interest expense - 5,480
Payments - (47,560)
At 31 December 2024 72,620 78,966
Remeasurement of lease 190,628 190,628
Amortisation expense (39,080) -
Interest expense - 18,939
Payments - (47,613)
At 31 December 2025 224,168 240,920
2025 2024
KD KD
Amortisation of right-of-use of assets 39,080 41,428
Interest expense on lease liabilities 18,939 5,480
6. Property and equipment
Capital
Furniture = Computer Leasehold work-in-
and fixtures equipment Improvements progress Total
KD KD KD KD KD
Cost
31 December 2023 and 2024 - 27,961 45,748 - 73,709
Additions 12,283 3,032 30,161 9,113 54,589
31 December 2025 12,283 30,993 75,909 9,113 128,298
Accumulated depreciation
31 December 2023 and 2024 - 27,961 45,748 - 73,709
Charge for the year 737 204 2,540 - 3,481
31 December 2025 737 28,165 48,288 - 77,190
Carrying amounts
27,621 9,113 51,108

31 December 2025 11,546 2,828

31 December 2024 = -
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7. Investment securities
7.1 Total investment securities

The investment securities of the Branch are detailed in the table below:

2025 2024
KD KD
Financial investments at fair value through other
comprehensive income (FVTOCI)
Quoted debt securities 4,625,466 4,404,134
Financial investments at fair value through profit or loss
(FVTPL)
Investment in mutual funds 19,246,948 17,566,910
23,872,414 21,971,044

The quoted debt securities represent Euro bonds that are denominated in US Dollars and carry interest at rates
ranging from 2.05% to 3.50% (31 December 2024: 2.05% to 3.50%) per annum.

7.2 Movement in investment securities

The movements in financial investments at fair value through other comprehensive income (FVTOCI) are
summarised below:

2025 2024

KD KD

Balance at the beginning of the year 4,404,134 4,420,963
Net amortization (9,496) (9,344)
Net changes in fair value 230,828 (7,485)
Balance at the end of the year 4,625,466 4,404,134

At 31 December 2025 and 2024, there were no financial investments at fair value through other comprehensive
income that were subject to expected credit loss.
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7. Investment securities (continued)

7.2 Movement in investment securities (continued)

The movements in financial assets held at fair value through profit or loss (FVTPL) are as follows:
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2025 2024

KD KD

Balance at the beginning of the year 17,566,910 16,030,172
Additions during the year 2,261,100 2,361,120
Disposals during the year (2,682,728) (2,247,288)
Net changes in fair value 2,101,666 1,422,906
Balance at the end of the year 19,246,948 17,566,910

Investment securities classified at fair value through profit or loss are designated in this category upon initial
recognition. These investments in mutual funds pertain to unit-linked insurance contracts.

8. Insurance and reinsurance contracts
8.1 Summary of insurance and reinsurance contract assets and liabilities
2025 2025 2025 2024 2024 2024
Contracts Contracts not Total Contracts Contracts not Total
measured measured under measured measured under the
under the the PAA under the PAA
PAA PAA
KD KD KD KD KD KD
(Restated) (Restated)
Insurance contract assets - (22,962) (22,962) - (209) (209)
Insurance contract liabilities 1,995,544 24,161,361 26,156,905 2,145,482 23,595,084 25,740,566
Net 1,995,544 24,138,399 26,133,943 2,145,482 23,594,875 25,740,357
Reinsurance contract assets - (200,658) (200,658) (210,053) (210,053)
Reinsurance contract liabilities - 160,452 160,452 444,813 444,813
Net - (40,206) (40,206) 234,760 234,760
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8. Insurance and reinsurance contracts (continued)
8.2 Insurance contract assets and liabilities
Direct
KD
Contracts measured under PAA
Liability for remaining coverage Liabilities for incurred
claims Total
Best .
Excluding loss Loss estimate .RISk
A adjustment
components components liability (RA)
(BEL)
Net opening insurance contracts
as at 1 January 2025 (136,919) - 2.272.554 9.847 2.145.482
Insurance revenue (7,428,453) - - - (7,428,453)
Insurance service expenses
Incurred claims and other
incurred insurance service
expenses - - 6,945,717 - 6,945,717
Acquisition costs expensed as
incurred 501,543 - - - 501,543
Changes to liabilities for incurred
claims - - - 4.400 4,400
501,543 6,945,717 4,400 7,451,660
Insurance finance expenses or
income
Profit or loss
Interest income and effect of
movements in exchange rates (274) - (2,983) (7) (3,264)
Cash flows
Premiums received 7,338,229 - - - 7,338,229
Claims and other expenses paid - - (7,022,123) - (7,022,123)
Insurance acquisition cash flows (485,987) - - - (485,987)
6,852,242 - (7,022,123) - (169,881)

Net closing insurance contracts
as at 31 December 2025 (211,861) - 2,193,165 14,240 1,995,544
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8. Insurance and reinsurance contracts (continued)
8.2 Insurance contract assets and liabilities (continued)

Direct

KD
Contracts not measured under PAA
Liability for remaining coverage
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Excluding loss Loss Liabilities for
. i Total
components components incurred claims
Net opening insurance contracts as at
| January 2025 (Restated) 21,670,930 356,858 1,567,087 23,594,875
Insurance revenue (2,022,785) - = (2,022,785)
Insurance service expenses
Incurred claims and other incurred
insurance service expenses - (59,347) 861,131 801,784
Amortization of insurance acquisition
cash flows 331,822 - - 331,822
Losses on onerous contracts and
reversals of those losses - (43.512) - (43.512)
331,822 (102,859) 861,131 1,090,094
Investment components (4,466,313) 5 4,466,313 -
Insurance finance expenses or
income
Profit or loss
Interest expense and effect of
movements in exchange rates 3,358,143 (82,024) (3.539) 3,272,580
3,358,143 (82,024) (3.539) 3,272,580
Cash flows
Premiums received 3,603,609 - - 3,603,609
Claims and other expenses paid - - (5,159,131) (5,159,131)
Insurance acquisition cash flows (240,843) - - (240,843)
3,362,766 - (5,159,131) (1,796,365)
Net closing insurance contracts as
at 31 December 2025 22,234,563 171,975 1,731,861 24,138,399
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8. Insurance and reinsurance contracts (continued)
8.2 Insurance contract assets and liabilities (continued)

Reconciliation of measurement component of net closing insurance contracts not measured under PAA

Direct
KD
Contracts not measured under PAA
BEL RA CSM Total
Net opening insurance contracts as
at 1 January 2025 (Restated) 19,220,482 252,696 4,121,697 23,594,875
Changes that relate to future
services
Contracts initially recognized in the (256,893) 9.427 247 466 N
period ’ ’ ’
Changes in estimates reflected in
the contractual service margin 151,761 ) (G2 ) i}
Changes in estimates that do not
adjust the contractual service (43,512)
(43,496) (16) -
margin ’
Changes that relate to current
services
Confractual service margin
recognized for services provided - (673,092) (673,092)
Risk adjustment recognized for the ; (19,799) } (19,799)
risk expired ’ ’
Experience adjustments (196,288) - - (196,288)
(344,916) (38,346) (549,429) (932,691)
Insurance finance expenses or
income
Profit or loss
Interest expense and effect of
movements in exchange rates 3,246,952 387 25,241 3,272,580
3,246,952 387 25,241 3,272,580
Cash flows
Premiums received 3,603,609 A = 3,603,609
Claims and other expenses paid (5,159,131) - - (5,159,131)
Insurance acquisition cash flows (240,843) . . (240,843)
(1,796,365) - (1,796,365)

Net closing insurance contracts
as at 31 December 2025 20,326,153 214,737 3.597,509 24,138,399
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8. Insurance and reinsurance contracts (continued)
8.2 Insurance contract assets and liabilities (continued)
Direct
KD
Contracts measured under PAA
Liability for remaining coverage Liabilities for incurred
claims Total
Best :
Excluding loss Loss estimate .RlSk
T adjustment
components components liability (RA)
(BEL)
Net opening insurance contracts
as at 1 January 2024 (479,132) - 974.655 11.575 507,098
Insurance revenue (6,910,598) - - - (6,910,598)
Insurance service expenses
Incurred claims and other - - 5,854,243 - 5,854,243
incurred insurance service
expenses
Acquisition costs expensed as 687,880 - - - 687,880
incurred
Changes to liabilities for incurred - - - (1,732) (1,732)
claims
687,880 - 5,854,243 (1,732) 6,540,391
Insurance finance expenses or
income
Profit or loss
Interest expense and effect of
movements in exchange rates (88) - 783 4 699
Cash flows
Premiums received 7,251,363 - s - - 7,251,363
Claims and other expenses paid - - (4,557,127) - (4,557,127)
Insurance acquisition cash flows (686,344) - - - (686,344)
6,565,019 - (4,557,127) - 2,007,892
Net closing insurance contracts
as at 31 December 2024 (136,919) - 2,272,554 9,847 2,145,482
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8. Insurance and reinsurance contracts (continued)

8.2 Insurance contract assets and liabilities (continued)

Net opening insurance contracts as at
1 January 2024 (Restated)

Insurance revenue
Insurance service expenses

Incurred claims and other incurred
insurance service expenses

Amortization of insurance acquisition
cash flows

Losses on onerous contracts and
reversals of those losses

Investment components

Insurance finance expenses or
income
Profit or loss

Interest expense and effect of
movements in exchange rates

Cash flows
Premiums received
Claims and other expenses paid

Insurance acquisition cash flows

Net closing insurance contracts as
at 31 December 2024 (Restated)

Direct

KD
Contracts not measured under PAA

Liability for remaining coverage
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(Restated)

Excluding loss Loss Liabilities for
. . Total

components components incurred claims
20,820,489 325,568 1.875.174 23,021,231
(2,183,472) - - (2,183,472)
- (26,049) 832,560 806,511
346,615 - - 346,615
- (2,203) - (2,203)
346,615 (28,252) 832,560 1,150,923
(3,553,914) - 3,553,914 -
2,372,293 59,542 5,901 2,437,736
2,372,293 59,542 5,901 2,437,736
4,209,675 - - 4,209,675
- - (4,700,462) (4,700,462)
(340,756) - - (340,756)
3,868,919 - (4,700,462) (831,543)
21,670,930 356,858 1,567,087 23,594,875
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8. Insurance and reinsurance contracts assets (continued)
8.2 Insurance contract assets and liabilities (continued)

Reconciliation of measurement component of net closing insurance contracts not measured under PAA

Direct
KD
Contracts not measured under PAA
(Restated)
BEL RA CSM Total
Net opening insurance contracts as at
1 January 2024 (Restated) 19,853,705 305,434 2,862,092 23,021,231
Changes that relate to future
services
Co;t:;;:(tis initially recognized in the (157,550) 9,185 148,365 )
Changes in estimates reflected in the
coltadiuallsenice marsis (1,785,226) (39,564) 1,824,790 -
Changes in estimates that do not
adjust the contractual service (3,059) 856 - (2,203)
margin
Changes that relate to current
services
Contractual service margin
recognized for services provided ) ) (737,074) (@B 975)
RlS.k ad_)us.tment recognized for the . (23,215) - (23,215)
risk expired
Experience adjustments (250,057) a “ (250,057)
(2,195,892) (52,738) 1,216,081 (1,032,549)
Insurance finance expenses or
income
Profit or loss
Interest expense and effect of 2394212 ) 43524 2,437,736
movements in exchange rates
2,394,212 - 43,524 2,437,736
Cash flows
Premiums received 4,209,675 = = 4,209,675
Claims and other expenses paid (4,700,462) - = (4,700,462)
Insurance acquisition cash flows (340,756) - . (340,756)
(831,543) - - (831,543)

Net closing insurance contracts as
at 31 December 2024 (Restated) 19,220,482 252,696 4.121.697 23.594.875
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8. Insurance and reinsurance contracts (continued)

8.3 Reinsurance contract assets and liabilities

Reinsurance

KD
Contracts not measured under PAA

Liability for remaining coverage
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Excluding loss Loss recove Assets for
recovery y incurred Total
components .
components claims
Net opening reinsurance contracts as
at 1 January 2025 706,492 (32,391) (439,341) 234,760
Al:)oacia:ltlon of reinsurance premium 1,522,721 R _ 1,522,721
Amounts recoverable from
reinsurers
Amounts recoverable for incurred
claims and other incurred insurance
service expenses - 40 (1,449,562) (1,449,522)
Changes in the loss recovery 8.785 (12,205) ) (3,420)
component 4 > "
8,785 (12,165) (1,449,562) (1,452,942)
Reinsurance finance expenses or _ ; ) }
income
Profit or loss
Interest income and effect of
movements in exchange rates (.413) 80 6s2 (:453)
(9,415) 80 852 (8,483)
Cash flows
Premiums paid (2,211,117) . - (2,211,117)
Claims and other expenses recovered % - 1,543,937 1,543,937
Reinsurance commissions received 330,918 - - 330,918
(1,880,199) - 1,543,937 (336,262)
Net closing reinsurance contracts as 348,384 (44,476) (344,114) (40,206)

at 31 December 2025
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8. Insurance and reinsurance contracts (continued)
8.3 Reinsurance contract assets and liabilities (continued)

Reconciliation of measurement component of net closing reinsurance contracts not measured under PAA

Reinsurance

KD

Contracts not measured under PAA

BEL RA CSM Total
Net opening reinsurance contracts as at 1
January 2025 201,522 (1,612) 34,850 234,760
Changes that relate to future services
Contracts initially recognized in the period (62,018) 519) 62,537 s
Changes in estimates reflected in the
contractual service margin (78,618) 55 78,563 -
Changes in estimates that do not adjust the
contractual service margin (3,368) (52) - (3,420)
Changes that relate to current services
Contractual service margin recognized for
services provided - - (169,277) (169,277)
Risk adjustment recognized for the risk 513 ) 513
expired -
Experience adjustments 241,963 & - 241,963
97,959 3) (28,177) 69,779
Reinsurance finance expenses or income
Profit or loss
Interest income and effect of movements in
exchange rates (12,528) 3 4,042 (8,483)
(12,528) 3 4,042 (8,483)
Cash flows
Premiums paid 2,211,117 = - 2,211,117)
Claims and other expenses recovered 1,543,937 - - 1,543,937
Reinsurance commissions received 330,918 - - 330,918
(336,262) - - (336,262)

Net closing reinsurance contracts as at 31
December 2025 (49,309) (1,612) 10,715 (40.206)
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8. Insurance and reinsurance contracts (continued)

8.3 Reinsurance assets and liabilities (continued)

Reinsurance

KD
Contracts not measured under PAA

Liability for remaining coverage
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Excluding loss Loss recove Assets for
recovery ry incurred Total
components A
components claims
Net opening reinsurance contracts as
at 1 January 2024 903,774 (23,573) (274,026) 606,175
Al:)oaci?ltlon of reinsurance premium 1,311,771 _ R 1,311,771
Amounts recoverable from
reinsurers
Amounts recoverable for incurred
claims and other incurred insurance - 10,301 (1,246,660) (1,236,359)
service expenses
Changes in the loss recovery 5299 (19,044) } (13,745)
component i ’ ’
5,299 (8,743) (1,246,660) (1,250,104)
Reinsurance finance expenses or
income
Profit or loss
Interest income and effect of
movements in exchange rates WlS055) o) 346) o)
(19,033) (75) (346) (19,454)
Cash flows
Premiums paid (1,788,046) - . (1,788,046)
Claims and other expenses recovered = - 1,081,691 1,081,691
Reinsurance commissions received 292,727 s & 292,727
(1,495,319) - 1,081,691 (413,628)
Net closing reinsurance contracts as 706,492 (32,391) (439,341) 234,760

at 31 December 2024
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8. Insurance and reinsurance contracts (continued)
83 Reinsurance assets and liabilities (continued)

Reconciliation of measurement component of net closing reinsurance contracts not measured under PAA

Reinsurance

KD

Contracts not measured under PAA

BEL RA CSM Total

Net opening reinsurance contracts as at 1

January 2024 640,224 (2,452) (31,597) 606,175
Changes that relate to future services
Contracts initially recognized in the period 169,660 6} (179,944) (10,285)
Changes in estimates reﬂec_ted in the (500,259) 358 499,901 i

contractual service margin
Changes in estimates that do not adjust the (3,425) (35) ) (3.460)

contractual service margin

Changes that relate to current services

Contra‘ctua.l service margin recognized for _ B (248,061) (248,061)
services provided

Risk adjustment recognized for the risk

- - 525 - 525
expired
Experience adjustments 322,948 - - 322,948
(11,076) 847 71,896 61,667
Reinsurance finance expenses or income
Profit or loss
Interest income and effect of movements in
p—— (13,998) ©) (5,449) (19,454)
(13,998) (¥ (5,449) (19,454)
Cash flows
Premiums paid (1,788,046) - - (1,788,046)
Claims and other expenses recovered 1,081,691 a = 1,081,691
Reinsurance commissions received 292,727 s z 292,727
(413,628) - - (413,628)
Net closing reinsurance contracts as at 31 201,522 (1,612) 34,850 234,760

December 2024
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8.  Insurance and reinsurance contracts (continued)

8.4 Imsurance service expenses

Incurred claims and other incurred insurance service
expenses
Acquisition costs expensed as incurred

Amortization of insurance acquisition cash flows
Changes to liabilities for incurred claims

Losses on onerous contracts and reversals of those
losses
Total insurance service expenses

Incurred claims and other incurred insurance service
expenses
Acquisition costs expensed as incurred

Amortization of insurance acquisition cash flows
Changes to liabilities for incurred claims

Losses on onerous contracts and reversals of those
losses
Total insurance service expenses

8.5 Net expense from reinsurance contracts held

Allocation of reinsurance premium paid

Amounts recoverable for incurred claims and other
incurred insurance service expenses
Changes in the loss recovery component

Amounts recoverable from reinsurers

Net expense from reinsurance contracts held

For the year ended 31 December 2025

Contracts not

Contracts measured measured under

57

under PAA PAA Total

KD KD KD

6,945,717 801,784 7,747,501

501,543 - 501,543

- 331,822 331,822

4,400 - 4,400

= (43,512) (43,512)

7,451,660 1,090,094 8,541,754

For the year ended 31 December 2024

Contracts not
Contracts measured under measured under

PAA PAA Total

KD KD KD

(Restated) (Restated)

5,854,243 806,511 6,660,754

687,880 - 687,880

- 346,615 346,615

(1,732) - (1,732)

- (2,203) (2,203)

6,540,391 1,150,923 7,691,314

For the year ended 31 December 2025
Contracts

measured Contracts not
under measured under

PAA PAA Total

KD KD KD

- (1,522,721) (1,522,721)

- 1,449,522 1,449,522

: 3,420 3,420

- 1,452,942 1,452,942

- (69,779) (69,779)
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8. Insurance and reinsurance contracts (continued)

8.5 Net expense from reinsurance contracts held (continued)

For the year ended 31 December 2024

Contracts
measured Contracts not
under measured under
PAA PAA Total
KD KD KD
Allocation of reinsurance premium paid - (1,311,771) (1,311,771)
Amounts recoverable for incurred claims and
other incurred insurance service expenses - 1,236,359 1,236,359
Changes in the loss recovery component - 13,745 13,745
Amounts recoverable from reinsurers 1,250,104 1,250,104
Net expense from reinsurance contracts held - (61,667) (61,667)
9. Taxation
a) Taxation charge is arrived as follows:
2025 2024
KD KD
Current tax 164,497 225,184
Deferred tax charged to profit and loss (13,019) 1,064
151,478 226,248
b) Tax provision
The movements in provision for taxation are as follows:
2025 2024
KD KD
At 1 January 225,184 379,017
Tax charge for the year 164,497 225,184
Tax paid during the year (225,132) (379,017)
164,549 225,184

The tax rate applicable to the Branch is 15% (2024- 15%). The Branch’s tax assessments up to tax year 2019 has

been completed by the Ministry of Finance.

¢) Deferred tax asset

Deferred income taxes are calculated on all temporary differences using an effective tax rate of 15% (2024: 15%).

The movement in deferred taxation account is as follows:

2025 2024

KD KD

At the beginning of the year 82,617 82,558
Tax charge for the year

- Income statement 13,019 (1,064)

- Other comprehensive income (34,624) 1,123

At the end of the year 61,012 82,617
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10. Prepayments and other receivables
2025 2024
KD KD
Interest receivable 121,403 147,797
Prepayments 10,479 7,729
Others 41,947 131,326
173,829 286,852
11. Cash and bank balances
2025 2024
KD KD
Cash on hand - 900
Bank balances:
Current accounts 2,357,486 2,199,652
Call accounts 110,606 201,559
Fixed deposits 4,215,514 6,183,315
Cash and bank balances 6,683,606 8,585,426
Less: Restricted deposits (4,132,793) (3,987,444)
Less: Unrestricted deposits having an original
maturity of more than three months (82,721) (2,195,871)
Cash and cash equivalents 2,468,092 2,402,111

Cash at banks includes term deposits, earning interest during the period at rates ranging from 1.81% to 4.28 % (31
December 2024: 2.75% to 4.53%) per annum.

In accordance with the law governing the operation of insurance companies in the State of Kuwait, the Branch has
assigned certain deposits amounting to KD 4,132,793 (31 December 2024: KD 3,987,444) in favor of the Insurance
Regulatory Unit and various Ministries of State of Kuwait and cannot be withdrawn without their prior approval.
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12, Accounts payable

Accrued expenses
Other payables

13. Insurance revenue

Release of CSM
Release of risk adjustment

Sub-total Releases

Recovery of insurance acquisition cash
flows

Expected claims, benefits & expenses

Revenue from contracts not measured
under the PAA

Insurance revenue from contracts
measured under the PAA

Total insurance contract revenue

2025
KD
386,048
512,314
898,362
2025
KD KD
Contracts using the All other contracts
fair value approach
350,138 322,954
11,110 8,689
361,248 331,643
60,016 271,806
644,031 354,041
1,065,295 957,490
- 7,428,453

1,065,295 8,385,943

60

2024
KD

525,151
501,103

1,026,254

Total

673,092
19,799

692,891

331,822
998,072

2,022,785

7,428,453

9,451,238
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13. Insurance revenue (continued)

KD

Contracts using the fair
value approach

Release of CSM
Release of risk adjustment

Sub-total Releases

Recovery of insurance acquisition cash
flows

Expected claims, benefits & expenses

Revenue from contracts not measured
under the PAA

Insurance revenue from  contracts
measured under the PAA

Total insurance contract revenue

14. Insurance revenue (net of reinsurance) reconciliation for contracts not measured under PAA

Amounts relating to the changes in the liability for
remaining coverage

CSM net of reinsurance recognized in profit or loss
because of the transfer of insurance contract services

Change in risk adjustment net of reinsurance

Expected net of reinsurance service expenses

Amounts relating to recovery of insurance acquisition
cash flows

Allocation of the portion of premiums that relate to the
recovery of insurance acquisition cash flow

Insurance revenue net of reinsurance for contracts not
measured under PAA

425,626
14,594

440,220

67,828
685,630

1,193,678

1,193,678

2024

KD
All other contracts

331,448
8,621

340,069

278,787
370,938

989,794

6,910,598

7,900,392

2025
KD

842,369
19,286
(693,413)

331,822

500,064

61

Total

757,074
23,215

780,289

346,615

1,056,568

2,183,472

6,910,598

9,094,070

2024

1,005,135
22,690
(502,739)

346,615

871,701
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15. New business component

Amount included in insurance and reinsurance
contract assets and liabilities for the period
Estimate of present value of future cash outflows,
excluding insurance acquisition cash flows
Estimates of insurance acquisition cash flows

Estimate of present value of future cash outflows
Estimates of present value of future cash inflows
Risk adjustment

CSM

Amount included in insurance and reinsurance
contract assets and liabilities for the year

Amount included in insurance and reinsurance
contract assets and liabilities for the period
Estimate of present value of future cash outflows,
excluding insurance acquisition cash flows
Estimates of insurance acquisition cash flows

Estimate of present value of future cash outflows
Estimates of present value of future cash inflows
Risk adjustment

CSM

Amount included in insurance and reinsurance
contract assets and liabilities for the year

Insurance contracts issued

Non-onerous Onerous

709,989 -
134,243 -

844,232 -
(1,101,125) -
9,427 B
247,466 -

Insurance contracts issued

Non-onerous Onerous

1,224,226

175,551

1,399,777
(1,557,327)
9,185
148,365

62

2025
KD
Reinsurance
Contracts held Total
185,841 895,830
- 134,243
185,841 1,030,073
(247,859) (1,348,984)
(519) 8,908
62,537 310,003
2024
KD
Reinsurance
Contracts held Total

494,568 1,718,794
- 175,551
494,568 1,894,345
(324,908) (1,882,235)
) 9,184
(179,944) (31,579)
(10,285) (10,285)
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16. Reconciliation of Contractual Service Margin

Contractual Service Margin, opening
balance
Contracts initially recognised in the period
Contractual service margin
recognised for services provided
Changes in estimates reflected in the
contractual service margin
Insurance finance expenses

Contractual Service Margin, closing
balance

Contractual Service Margin, opening
balance
Contracts initially recognised in the period
Contractual service margin
recognised for services provided

Changes in estimates reflected in the
contractual service margin
Insurance finance expenses

Contractual Service Margin, closing
balance

Contractual Service Margin, opening
balance
Contracts initially recognised in the period
Contractual service margin
recognised for services provided
Changes in estimates reflected in the
contractual service margin
Reinsurance finance (income)/expenses

Contractual Service Margin, closing
balance

KD
Contracts using the
fair value approach

2,144,289
(350,138)

(193,472)
17,061

1,617,740

KD
Contracts using the
fair value approach

1,546,979

(425,626)

997,590
25,346

2,144,289

KD
Contracts using the
fair value approach

(43,931)

5,366

14,321
(998)

(25,242)

Direct
2025
KD
All other contracts

1,977,408
247,466
(322,954)

69,669
8,180

1,979,769

Direct
2024
KD
All other contracts

1,315,113
148,365

(331,448)

827,200
18,178

1,977,408

Reinsurance

2025
KD
All other contracts

78,781
62,537
(174,643)
64,242

5,040

35,957

63

KD
Total

4,121,697
247,466
(673,092)

(123,803)
25,241

3,597,509

KD
Total

2,862,092
148,365

(757,074)

1,824,790
43,524

4,121,697

KD
Total

34,850
62,537
(169,277
78,563
4,042

10,715
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16. Reconciliation of Contractual Service Margin (continued)
Reinsurance

Contractual Service Margin, opening
balance
Contracts initially recognised in the period
Contractual service margin
recognised for services provided
Changes in estimates reflected in the
contractual service margin
Reinsurance finance income

Contractual Service Margin, closing
balance

17. Finance (expense) / income

CSM finance expense
Interest expense

KD
Contracts using the
fair value approach

(31,597)

(172,235)

160,585
(684)

(43,931)

Changes in fair value of underlying assets of contracts

measured under VFA

Finance income

The finance expense/income amounts also reflect any foreign currency exchange profits or losses.

2024

KD

All other contracts

(179,944)
(75,826)

339,316

(4,765)

78,781

Direct

2025
KD

(25,241)

(95,291)

(3,148,784)

(3,269,316)

Reinsurance

2025
KD
8,483

64

KD
Total

(31,597)
(179,944)
(248,061)

499,901

(5,449)

34,850

2024
KD

(43,524)

(125,655)

(2,269,256)

(2,438,435)

2024

19,454
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18. Other operating expenses

Net Commission

Field Compensation

Staff costs

Amortisation of right-of-use asset (Note 5)
Interest on lease liability (Note 5)
Depreciation (Note 6)

Share of Head office expenses

Other expenses

Net Commission

Direct Marketing

Field Compensation

Staff costs

Amortisation of right-of-use asset (Note 5)
Interest on lease liability (Note 5)

Share of Head office expenses

Other expenses

65

2025
KD
Directly Non-directly

Acquisition attributable attributable Total
271,404 - - 271,404
(22,509) - (1,792) (24,301)
72,828 50,225 71,700 194,753
- - 39,080 39,080
- - 18,939 18,939
- 185 3,296 3,481
2,162 78,270 1,011,966 1,092,398
63,604 49,027 25,337 137,968
387,489 177,707 1,168,526 1,733,722

2024

KD

Directly Non-directly

Acquisition  attributable  attributable Total
368,356 - - 368,356
7 2 2 11
207,085 - 321 207,406
101,021 21,367 61,714 184,102
- - 41,428 41,428
- - 5,480 5,480
4,171 69,151 1,034,255 1,107,577
90,063 260,802 90,820 441,685
770,703 351,322 1,234,020 2,356,045
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19. Related parties

Related parties, as defined in International Accounting Standard 24, Related Party Disclosures, comprise MetLife
Group, its branches and other entities within the MetLife Group and key management personnel. The Branch is party
to several reinsurance agreements covering certain insurance risks and also receives management and administrative
services from companies within the MetLife Group. During the year, the Branch entered into transactions with
companies within the MetLife Group in the ordinary course of the business. Details of the related party transactions

during the year and balances at the year end arising from such transactions are as follows:

a. Following are the balances and transactions with related parties included in these financial statements;

Re-insurers Receivable at Premiums Commission Claims
31 December ceded received recovered
2025 2025 2025 2025
KD KD KD KD
Delaware American Life
Insurance Company 136 1,619 249 957
MetLife Reinsurance Company of
Bermuda, Ltd - 1,704 - -
Receivable at Premiums Commission Claims
Re-insurers 31 December ceded received recovered
2024 2024 2024 2024
KD KD KD KD
Delaware American Life
Insurance Company 17,511 1,221 2,124 21,241
MetLife Reinsurance Company of
Bermuda, Ltd - 701 =
Compensation of key management personnel
2025 2024
KD KD

Salaries and benefits 24,000 24,000

Other operating expenses include Head Office charges of KD 1,092,398 (2024: KD 1,107,577).

20. Contingencies and commitments

At 31 December 2025, the Branch had certain pending non-insurance claims amounting to KD 25,131 (2024: KD
Nil). The ultimate outcome of these claims cannot be presently determined. However, based on management’s
judgment of a favourable outcome, no provision has been made in respect of these claims.

Guarantees

At 31 December 2025, guarantees amounting to KD 505,304 (2024: KD 505,581) were issued by the Branch’s
bankers in the normal course of business.



AMERICAN LIFE INSURANCE COMPANY (KUWAIT BRANCH) 67

Notes to the financial statements
For the year ended 31 December 2025 (continued)

21. Insurance and financial risk management
21.1  Insurance risk

The risk under any insurance contract is the possibility that the insured event occurs and the uncertainty of the
amount of the resulting claim. By the nature of an insurance contract, this risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied in pricing and provisioning, the
principal risk that the Branch faces under its insurance contracts is that the actual claims and benefit payments may
exceed the carrying amount of the insurance liabilities. This could occur because of the frequency and 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 from the estimate established using statistical techniques.

Risk management

The Branch 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. There are several variables that affect the amount and timing of cash flows from
insurance contracts. These mainly relate to the inherent risks of the business activities carried out by individual
contract holders and the risk management procedures they have adopted. The Branch takes all reasonable steps to
ensure that it has appropriate information regarding its claims exposure. However, given the uncertainty in
establishing claims provisions, it is likely that the final outcome will prove to be different from the original liability
established.

The Branch’s objectives in managing risks are to take a conservative approach to underwriting, which means review
of all aspects about a risk prior to acceptance; retaining experienced and knowledgeable underwriters; and having
underwriting authorities in place which are checked by Head Office. The Branch ensures that risks are mitigated
with first class reinsurance security, pre-underwriting surveys and claims history reviews. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are disclosed in Note 4.

Concentration of insurance risk

The Branch monitors insurance risk per class of business. An analysis of the Branch’s insurance risk concentration
per class of business and by region is provided in the below tables.

Insurance contract liabilities - net

2025 2024

Within Kuwait KD KD
(Restated)

Long term insurance contracts 3,276,223 3,796,885
Investment related contracts 20,634,893 19,392,789
Personal Accident contacts 323,491 417,566
Group medical insurance contracts 1,617,996 1,677,806
Group life and personal accident insurance contracts 281.340 455,311

26,133,943 25,740,357
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21. Insurance and financial risk management (continued)
21.1 Insurance risk (continued)
Reinsurance contract (assets) / liabilities net

The Branch’s reinsurers are located outside Kuwait.

2025 2024
Outside Kuwait KD KD
Reinsurance contract (assets) / liabilities - net (40,206) 234,760

Provision for IBNR (liability for incurred claims)

The estimation of IBNR is generally subject to a greater degree of uncertainty. IBNR provisions are based on
actuarial rates determined by the results of the actuarial experience studies. These rates are based on past claim
history for each class of business.

Provision for reported claims not vet paid (liability for incurred claims)

Provision for reported claims not yet paid for all classes of insurance contracts are made initially on management
estimates of maximum expected liability. In respect of life and personal accident contracts, provision for reported claims
is made on the basis of the amounts claimed by the policyholder. Accordingly, the maximum expected liability is always
recognised in the financial statements. Final revisions made to loss adjuster’s report have historically shown ultimate
lesser losses than originally estimated. As such, outstanding claims are monitored and revised for value of claims
regularly. Based on the past experience, management believes that there are no additional claim liabilities that would
arise in respect of unsettled claims at the year end.

For short-term life insurance and personal accident contracts, the uncertainty about the amount and timing of claims
payments is typically resolved within one year. In respect of long-term life insurance contracts, there is no
significant uncertainty as to the amount to be paid by the Branch, as these are normally the coverage amounts under
the policy.
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21. Insurance and financial risk management (continued)
21.1 Insurance risk (continued)

The significant assumptions concerning the estimates of future cash flows are described in note 4.6. Presented
below is the sensitivity analysis to the key assumptions that could result in material adjustment to the carrying

amounts of assets and liabilities within the next financial year.

LRC - Sensitivity analysis for contracts not measured under PAA

2025
KD
Liability for Remaining Coverage Profit & Loss
Run Stress BEL RA CSM Total Change Loss Insurance
Description (BEL +RA % Component Service
+ CSM) from base Result
Direct
Base Run 18,594,292 214,737 3,597,509 22,406,538 171,975 1,793,822
Interest rate up Interest rate
up byl% 18,607,247 200,470 3,571,047 22,378,764 0% 171,768 1,789,952
Interest rate Interest rate
down down by1% 18,597,155 231,216 3,614,965 22,443,336 0% 172,209 1,796,195
Mortality & Mortality up
morbidity up by 10% 19,095,709 228,341 3,147,618 22,471,668 0% 177,077 1,711,784
Mortality & Mortality
morbidity down  down by 10% 18,309,615 207,085 3,852,869 22,369,569 0% 169,680 1,840,944
Lapse rate up Lapse up by
39% 19,409372 159,994 2,845,179 22,414,545 0% 184,890 1,767,227
Lapse rate Lapse down
down by 39% 17,323355 314,650 4,789,236 22,427,241 0% 172,744 1,796,756
Maintenance Maintenance
expenses up expenses up
by 10% and
inflation up by
1% 18,898,937 224,890 3,320,627 22,444,454 0% 173,562 1,745,931
Reinsurance
Base Run 294,805 (1,612) 10,715 303,908 (44,476) (1,519,341)
Interest rate up Interest rate
up by1% 292,126 (1,519) 10,693 301,300 -1% (44,411) (1,519,412)
Interest rate down  Interest rate
down by1% 297,723 1,716) 10,741 306,748 1% (44,548) (1,519,263)
Mortality & Mortality up
morbidity up by 10% 289,840 1,752) 11,220 299,308 2% (49,066) (1,514,536)
Mortality & Mortality
morbidity down down by 10% 299,691 (1,475) 9,321 307,537 1% (41,074) (1,523,173)
Lapse rate up Lapse up by
3%% 276,783 1,394) 24,418 299,807 -1% (47,676) (1,513,158)
Lapse rate down Lapse down
by 39% 318,685 (1903) (8,627) 308,155 1% (37,166) (1,526,970)
Maintenance Maintenance
expenses up expenses up
by 10% and
inflation up by 294,805 (1,612) 10,078 303,271 0% (45,272) (1,518,704)

1%
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21. Insurance and financial risk management (continued)
21.1 Insurance risk (continued)

LRC - Sensitivity analysis for contracts not measured under PAA (continued)

2024
KD
Liability for Remaining Coverage
Run Stress BEL RA CSM Total Change
Description (BEL +RA %
+CSM) from base
Direct
Base Run 17,653,395 252,696 4,121,697 22,027,788
Interest rate  Interest 17,693,707 235214 4,059,747 21,988,668 0%
up rate up
byl%
Interest rate  Interest 17,622,776 275,389 4,179,552 22,077,717 0%
down rate down
byl%
Mortality &  Mortality
morbidity up by 10% 18,129,728 269,665 3,794,987 22,194,380 1%
up
Mortality &  Mortality
morbidity down by 17,401,264 245,996 4,404,300 22,051,560 0%
down 10%
Lapse rate Lapse up
up by 39% 18,717,634 189,748 3,267,038 22,174,420 1%
Lapse rate Lapse
down down by 15,845,440 372,643 5814275 22,032,358 0%
39%
Maintenanc ~ Maintenan
e expenses ce 18,003,372 268,233 3,890,820 22,162,425 1%
up expenses
up by 10%
and
inflation up
by 1%
Reinsurance
Base Run 640,863 (1,612) 34,850 674,101
Interest rate Interest rate
up up by1% 599,578 (1,505) 34,782 632,855 -6%
Interest rate Interest rate

down down by1% 685,746 (1,732) 34,929 718,943 7%

70

Loss
Component

356,858
356,530

357,233

357,582

356,133

364,857

358,704

358,411

(32,391)

(32,391)

(32,392)

Profit & Loss

Insurance
Service
Result

1,865,109
1,845,433

1,883,408

1,719,890

1,945,864

1,789,723

1,933,968

1,760,119

(1.308,327)

(1,308,547)

(1,308,092)
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21. Insurance and financial risk management (continued)
21.1 Insurance risk (continued)

LIC Sensitivity analysis for contracts measured under PAA

2025 2024
KD KD KD KD
LIC Impact on profit LIC Impact on profit
Insurance contract liabilities 2,207,405 2,282,401
5% increase in LIC
Insurance contract liabilities 2,317,775 (110,370) 2,396,521 (114,120)
5% decrease in LIC
Insurance contract liabilities 2,097,035 110,370 2,168,281 114,120
LIC Sensitivity analysis for contracts not measured under PAA
2025 2024
KD KD KD KD
LIC  Impact on profit LIC  Impact on profit
(Restated) (Restated)
Insurance contract liabilities 1,731,861 1,567,087
Reinsurance contract assets (344,114) (439,341)
Net insurance contract liabilities 1,387,747 1,127,746
5% increase in LIC
Insurance contract liabilities 1,818,454 (86,593) 1,645,441 (78,354)
Reinsurance contract assets (361,320) 17,206 (461,308) 21,967
Net insurance contract liabilities 1,457,134 (69,387) 1,184,133 (56,387)
5% decrease in LIC
Insurance contract liabilities 1,645,268 86,593 1,488,733 78,354
Reinsurance contract assets (326,908) (17,206) (417,374) (21,967)
Net insurance contract liabilities 1,318,360 69,387 1,071,359 56,387

21.2  Financial risk factors

The Branch’s activities expose it to a variety of risks: market risk (including currency risk, price risk and interest rate
risk), credit risk, reinsurance risk and liquidity risk. The Branch’s overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on the financial performance of the
Branch. Risk management is carried out by the Branch management under policies approved by the Head Office.

(a) Market risk
Foreign currency risk

Foreign exchange risk is the risk that the fair value or future cash flows of a financial instruments will fluctuate
because of changes in foreign exchange rates. The management of the Branch monitors and measures currency
exposures on recognized assets and liabilities and manages this risk by setting limits to exposures to each currency
and also by entering into transactions mostly in Kuwaiti Dinars. The Branch is not significantly exposed to foreign
currency risk as there are no significant foreign currency denominated assets or liabilities as on the financial position
date.
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21. Insurance and financial risk management (continued)
21.2  Financial risk factors (continued)

(a) Market risk (continued)

Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of
changes in market prices, whether these changes are caused by factors specific to the individual security, or its
issuer, or factors affecting all securities in the market.

The sensitivity analysis for price risk illustrates how changes in the fair value of securities held by the Branch will
fluctuate because of changes to market prices or changes in key variables used in valuation techniques, whether
those changes are caused by factors specific to the individual issuer, or factors affecting all similar securities traded
in the market. At 31 December 2025, if market prices had increased/decreased by 5%, with all other variables held
constant, the net changes in fair value of FVTOCI would have increased/decreased by KD 231,273 (2024: KD
220,207). Investment securities at fair value through profit or loss consist mainly of mutual funds. Price risk is
mitigated as the investment portfolio is maintained to meet the specific investment objectives of the policyholders,
who therefore bear the full risk of return on these investments.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result
of changes to market interest rates.

The Branch invests in interest bearing securities and has deposits that are subject to interest rate risk. Interest rate
risk to the Branch is the risk of changes in market interest rates reducing the overall return on its interest bearing
assets and fixed deposits.

The Branch limits interest rate risk by monitoring changes in interest rates. In respect of guaranteed minimum rate
of return to policyholders, the rate is determined based on the anticipated interest rates to minimise interest rate risk
to the Branch.

Further, the Branch also performs simulation on a periodic basis to verify that the maximum potential loss is within
the limit given by the management. Concerning the interest bearing securities and deposits, the impact on profit of
a change in 50 bps would be a maximum increase/decrease of KD 44,205 (2024: KD 52,937). The interest rate
sensitivity arising from insurance and reinsurance contracts is presented in note 21.1.

(b) Credit risk

Credit risk is the risk that a counterparty will be unable to pay amounts in full when due. Key areas where the
Branch is exposed to credit risk are:

e Prepayments and other receivables (excluding prepayments);

e financial investments at fair value through other comprehensive income (FVTOCI);

e reinsurance contract assets;

e balances and deposits with banks.
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21. Insurance and financial risk management (continued)
21.2  Financial risk factors (continued)
(b) Credit risk (continued)

Maximum exposure to credit risk

2025 2024
KD KD

Financial investments at fair value through other comprehensive
income (FVTOCI) 4,625,466 4,404,134
Insurance contract assets 22,962 209
Reinsurance contract assets 200,658 210,053
Prepayments other receivables (excluding prepayments) 163,350 279,123
Bank balances and deposits (excluding cash on hand) 6,683,606 8,584,526

11,696,042 13,478,045

The above table represents a worst case scenario of credit risk exposure to the Branch at
31 December 2025 and 2024 without taking account of any collateral held or other credit enhancements attached.
The exposures set out above are based on net carrying amounts of the financial assets as reported in the statement
of financial position.

As shown above, 97% (2024: 96%) of the total maximum exposure arises from financial investments at fair value
through other comprehensive income (FVTOCI) and bank balances and deposits. Management is confident in its
ability to continue to control and minimise the loss arising from its exposure to credit risk resulting from the
financial investments at fair value through other comprehensive income (FVTOCI) and bank balances and deposits
based on the following:

e Financial investments at fair value through other comprehensive income (FVTOCI) comprise debt
securities issued by governments and organisations which are quasi-governmental and reputable
organisations.

e Cash at bank and term deposits are held with reputable foreign and local banks, where the risk of default is
considered negligible.

Cash at bank and term deposits

Although the Branch has significant deposits and bank balances, management believes that the risk arising out of
bank balances and deposits is minimal as these are with reputable local and foreign banks with good financial
standing or are under statutory deposits.

The credit quality of bank balances and deposits can be assessed by reference to external credit ratings as shown
below.

2025 2024
KD KD

Standard and Poor’s
A - 3,712,680
A+ 2,349,322 -
Unrated/Other rated 4,334,284 4,871,846

6,683,606 8,584,526

Cash on hand at 31 December 2025 amounted to KD Nil (2024: KD 900).
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21. Insurance and financial risk management (continued)

21.2  Financial risk factors (continued)
(b)  Credit risk (continued)

Maximum exposure to credit risk (continued)

For insurance contracts issued credit risk associated with future premium inflows is insignificant as, in the absence
of policy cash value, the insurance contract is terminated when policyholders fail to meet their premium payment
obligations.

Reinsurance is used to manage insurance risk. This does not, however, discharge the Branch’s liability as primary
insurer. If a reinsurer fails to pay a claim for any reason, the Branch remains liable for the payment to the
policyholder. The creditworthiness of reinsurers is considered on an annual basis by reviewing their financial
strength prior to finalisation of any contract.

The following table provides information on the credit quality of reinsurance contracts held that are assets.

Standard and Poor’s 2025 2024
KD KD

AA- 200,658 210,053

Investment securities

Management is confident in its ability to continue to control and sustain minimal exposure of counterparty risk to
the Branch, resulting from holding investment securities, as a significant portion of investments securities comprise
debt instruments that are issued by governments and organisations which are quasi governmental and reputable
organisations.

The credit quality of debt securities classified as financial investments at fair value through other comprehensive
income (FVTOCI) can be assessed by reference to external credit ratings as shown below.

2025 2024
KD KD

Moody’s
Aa2 286,488 273,533
Aa3 1,627,628 1,541,840
Al 1,142,534 1,088,973
A3 1,568,816 1,499,788

4,625,466 4,404,134
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21. Insurance and financial risk management (continued)
21.2  Financial risk factors (continued)
(c) Reinsurance risk

Reinsurance risk refers to the risk an enterprise will encounter in the event that any reinsurer fails to meet its
obligations assumed under the reinsurance agreement. Reinsurers outside the MetLife Group are selected based on
the evaluation of available information on the financial strengths of the reinsurers and recommendation of the
reinsurance department of the Branch. Reinsurers’ portion of outstanding claims are recorded only where evidence
of recoverability is available to the Branch.

Reinsurance is used to manage insurance risk. This does not, however, discharge the Branch’s liability as primary
insurer. If a reinsurer fails to pay a claim for any reason, the Branch remains liable for the payment to the
policyholder. The creditworthiness of reinsurers is considered on an annual basis by reviewing their financial
strength prior to finalisation of any contract. The exposure to individual counterparties is also managed by other
mechanisms, such as the right of offset where counterparties are both debtors and creditors of the Branch.

(d) Liquidity risk

Liquidity risk is the risk that the Branch will encounter difficulty in raising funds to meet commitments associated
with financial liabilities and insurance contract liabilities. Liquidity requirements are monitored regularly and
management ensure that sufficient funds are available to meet any commitments as they arise.

The tables below summarise the maturity profile of the Branch’s insurance and reinsurance contracts and of its
financial assets and liabilities. The analysis of insurance and reinsurance contracts is based on the remaining
undiscounted contractual obligations.

Maturity analysis of insurance and reinsurance contracts not measured under PAA

The below table presents the undiscounted projected cash flows related to the liability for remaining coverage for
contracts not measured under the PAA. The liability/asset for incurred claims for insurance contracts and
reinsurance contracts held consists of amounts that are generally expected to be settled within a short-term period
with the majority fully paid within one year.

2025
Undiscounted Projected Cashflows in Year
Direct and Carrying 1 2 3 4 5 6+
Reinsurance Amount
Direct 24,138,399 687,542 764,211 703,851 869,785 924,334 30,990,299
Reinsurance (40,206) (53,255) 19,529 18,158 16,911 15,351 40,414
2024
Undiscounted Projected Cashflows in Year
Direct and Carrying 1 2 3 4 5 6+
Reinsurance Amount
(Restated)
Direct 23,594,875 271,914 646,167 739,687 652,602 813,222 30,320,847

Reinsurance 234,760 (56,489) 24,221 21,657 16,909 15,628 51,711
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21.

21.2

(d) Liquidity risk (continued)

Financial risk factors (continued)

Insurance and financial risk management (continued)

Maturity analysis of other financial assets and liabilities is as follows:

2025

Assets

Financial investments at fair value
through other comprehensive
income (FVTOCI)

Financial investments at fair value
through profit or loss (FVTPL)
Prepayments and other receivables
excluding prepayments

Cash and bank balances

Total

2025

Liabilities
Accounts payable
Lease liabilities
Total

2024

Assets

Financial investments at fair value
through other comprehensive
income (FVTOCI)

Financial investments at fair value
through profit or loss (FVTPL)
Prepayments and other receivables
excluding prepayments

Cash and bank balances

Total

76

Carrying  Less than 1 to S years Over 5 No maturity Total
amount 1 year years date
KD KD KD KD KD KD
4,625,466 - 3,259,356 1,366,110 - 4,625,466
19,246,948 - - - 19,246,948 19,246,948
163,350 163,350 - - - 163,350
6,683,606 6,683,606 - - - 6,683,606
30,719,370 6,846,956 3,259,356 1,366,110 19,246,948 30,719,370
Carrying  Less than 1 year 1 to 5 years Over Syears  No maturity Total
amount date
KD KD KD KD KD KD
898,362 898,362 - - - 898,362
240,920 31,799 209,121 - - 240,920
1,139,282 930,161 209,121 - - 1,139,282
Carrying Less than 1 1 to S years Over 5 years No maturity Total
amount year date
KD KD KD KD KD KD
4,404,134 - 3,114,599 1,289,535 - 4,404,134
17,566,910 - - - 17,566,910 17,566,910
279,123 279,123 - - - 279,123
8,585,426 8,585,426 - - - 8,585,426
30,835,593 8,864,549 3,114,599 1,289,535 17,566,910 30,835,593
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21.2  Financial risk factors (continued)
(d) Liquidity risk (continued)
Maturity analysis of other financial assets and liabilities (continued)
2024 Carrying Less than 1 year 1 to S years Over Syears  No maturity Total
amount date
KD KD KD KD KD KD
Liabilities
Accounts payable 1,026,254 1,026,254 - - - 1,026,254
Lease liabilities 78,966 44,151 34,815 - - 78,966
Total 1,105,220 1,070,405 34,815 - - 1,105,220
CSM Maturity Analysis
The below table provides an analysis of the contractual service margin for direct and reinsurance for the year ended
31 December 2025 for each class of business.
Direct
KD KD KD KD KD KD KD KD
1 year or 1-2years  2-3years 3-4 years 4-5 years 5-10 years More than 10 Total
less years
Individual A&H/AD&D 29,362 23,823 19,462 15,782 12,856 36,858 18,904 157,047
Individual A&H/Hospital Cash 634 492 390 308 242 600 226 2,892
Individual A&H/Other 3,610 3,029 2,515 2,106 1,765 5,238 2,982 21,245
Individual Annuities/Accumulated
Annuities/Fixed 66,636 46,567 39,221 34,287 30,727 71,363 125,265 414,066
Individual Life/Investment Life/UL 1,676 1,216 1,035 851 756 2,701 1,446 9,681
Individual Life/Investment
Life/VUL 298,443 266,670 230,246 201,457 176,293 593,818 718,809 2,485,736
Individual Life/Traditional
Life/Endowment 27,691 11,966 8,264 5,749 1,603 386 - 55,659
Individual Life/Traditional
Life/term 85,856 68,350 55,171 44,865 36,043 105,039 55,859 451,183
513,908 422,113 356,304 305,405 260,285 816,003 923,491 3,597,509
Reinsurance
KD KD KD KD KD KD KD KD
1 year or 1-2 years 2-3 years 34 years  4-5years 5-10 years More than 10 Total
less years
Reinsurance CSM 30,105 @4,232)  (3.484) (3,150) (2,641) (4,569) (1,314) 10,715
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21. Insurance and financial risk management (continued)

21.2  Financial risk factors (continued)
(d) Liquidity risk (continued)

CSM Maturity Analysis (continued)
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The below table provides an analysis of the contractual service margin for the year ended 31 December 2024 for each class of

business.
KD KD KD KD KD KD KD KD
1yearorless 1-2years 2-3 years 3-4 years 4-5 years 5-10 years More than 10 Total
years
Individual A&H/AD&D 27,118 20,568 16,604 13,387 10,733 29,108 11,965 129,483
Individual A&H/Hospital Cash 531 433 349 279 224 620 269 2,705
Individual A&H/Other 2,349 1,959 1,641 1,364 1,147 3,434 1,972 13,866
Individual
Annuities/Accumulated
Annuities/Fixed 61,450 52,232 38,615 32,615 28,867 87,847 136,982 438,608
Individual Life/Investment
Life/UL 4,525 3,582 2,882 2,342 2,020 7,519 5,474 28,344
Individual Life/Investment
Life/VUL 398,025 343,268 296,904 257,397 223,286 748,668 737,486 3,005,034
Individual Life/Traditional
Life/Endowment 38,876 25,382 11,470 8,196 5,827 1,757 - 91,508
Individual Life/Traditional
Life/term 77.815 61,629 50,232 41,206 34,308 99.638 47.321 412,149
610,689 509,053 418,697 356,786 306,412 978,591 941,469 4,121,697

21.3  Capital risk management

The Branch’s objectives when managing capital are to safeguard the Branch’s ability to continue as a going
concern in order to provide returns to the Head Office and benefits for other stakeholders and to maintain an

optimal capital structure to reduce the cost of capital.

21.4 Financial instruments by category

The accounting policies for financial instruments have been applied to the line items below:

Financial assets
at fair value

through profit
or loss
KD
31 December 2025
Financial assets
Investment securities:
At fair value through other comprehensive =
income
At fair value through profit or loss 19,246,948
Prepayments and other -
receivables (excluding prepayments)
Cash and bank balances -
Total 19,246,948

Financial
investments at
fair value
through other
comprehensive Loans and

income receivables Total

KD KD KD

4,625,466 - 4,625,466

- - 19,246,948

- 163,350 163,350

- 6,683,606 6,683,606

6,846,956 30,719,370

4,625,466
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21. Insurance and financial risk management (continued)

21.4 Financial instruments by category (continued)

Financial
investments at fair
Financial assets value through
at fair value other
through profit or comprehensive Loans and
loss income receivables Total
KD KD KD KD
31 December 2024
Financial assets
Investment securities:
At fair value through other comprehensive
income - 4,404,134 - 4,404,134
At fair value through profit or loss 17,566,910 - B 17,566,910
Prepayments and other
receivables (excluding prepayments) - - 279,123 279,123
Cash and bank balances = - 8,585,426 8,585,426
Total 17,566,910 30,835,593

All financial liabilities of the Branch are carried at amortised cost.

Participating contracts

4,404,134 8,864,549

The following table sets out the composition and the fair value of underlying items of the Branch’s participating

contracts at the reporting date.

31 December 2025

Financial assets

Investment securities:
At fair value through other comprehensive income
At fair value through profit or loss

Prepayments and other

receivables (excluding prepayments)
Cash and bank balances

Total

Direct
participating
contracts
KD

19,246,948

19,246,948

Other contracts

KD

4,625,466

163,350
6,683,606

11,472,422

Total

4,625,466
19,246,948
163,350

6,683,606

30,719,370
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21. Insurance and financial risk management (continued)

Participating contracts (continued)

Direct participating
contracts Other contracts Total
KD KD KD

31 December 2024
Financial assets
Investment securities:

At fair value through other comprehensive income - 4,404,134 4,404,134
At fair value through profit or loss 17,566,910 - 17,566,910
Prepayments and other - 279,123 279,123
receivables (excluding prepayments)
Cash and bank balances - 8,585,426 8,585,426
Total 17,566,910 13,268,683 30,835,593

21.5  Fair value estimation

The carrying values of the Branch’s financial assets and financial liabilities are assumed to approximate their fair
values.

21.6  Fair value hierarchy

The following table provides an analysis of financial instruments that are measured subsequent to initial recognition
at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable:

Level 1 Level 2 Level 3
KD KD KD
31 December 2025
At fair value through other comprehensive 4,625,466 - -
income
At fair value through profit or loss - 19,246,948 -
4,625,466 19,246,948 -
Level 1 Level 2 Level 3
KD KD KD
31 December 2024
At fair value through other comprehensive 4,404,134 - -
income

At fair value through profit or loss - 17,566,910 -

4,404,134 17,566,910 2
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21. Insuranee and financial risk management (continued)

21.7

Fair value of the Branch’s financial assets that are measured at fair value on recurring basis

Some of the Branch’s financial assets are measured at fair value at the end of the reporting period. The following
table gives information about how the fair values of these financial assets are determined;

Financial assets

At fair value
through other
comprehensive
income

At fair value

through profit or
loss

Valuation Significant
Fair value as at 31 Fair value techniques and key  unobservab
December hierarchy inputs le input
2025 2024
KD KD
Quoted bid prices in None.
4,625,466 4,404,134 Level 1 an active market.
Net assets value of the None.
respective mutual
19,246,948 17,566,910 Level 2 funds derived from

the market value of
the underlying assets.

22, Prior year adjustments and comparative information

Relationship of
unobservable
inputs to fair
value

NA

NA

The Branch adopted ‘IFRS 17 Insurance Contracts’ for accounting periods commencing 1 January 2023. In
the current year an error was identified resulting in the inaccurate calculation of the insurance contract
liabilities. The error relates to annuity contracts measured under the general measurement model whereby
the insurance contract liability for incurred claims mistakenly included a liability for estimated future annuity
payments that should have been eliminated when transitioning to IFRS 17 considering that the IFRS 17
liability for remaining coverage already reflects such estimated payouts.

In accordance with the requirements of ‘IAS 1 Presentation of Financial Statements’ and ‘IAS 8 Accounting
Policies, Changes in Estimates and Errors’, related balances in the financial statements for the year 2023 and

2024 have been restated as follows:

Impact on the statement of financial position as at 1 January 2024:

Insurance contract liabilities
Head office account

As previously Adjustment As restated
reported
KD KD KD
23,820,823 (204,483) 23,616,340
5,009,558 204,483 5,214,041
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22, Prior year adjustments and comparative information (continued)
Impact on the statement of financial position as at 31 December 2024

As previously

reported Adjustment As restated

KD KD KD
Insurance contract liabilities 25,956,891 (216,325) 25,740,566
Head office account 3,915,547 216,325 4,131,872

Impact on the statement of profit or loss and comprehensive income for the year ended 31 December 2024:

As previously

reported Adjustment As restated

KD KD KD

Insurance service expenses 7,703,156 (11,842) 7,691,314

Insurance service result before

reinsurance contracts held 1,390,914 11,842 1,402,756

Insurance service result 1,329,247 11,842 1,341,089

Net insurance and investment result 1,625,721 11,842 1,637,563

Profit before taxation 480,280 11,842 492,122

Profit for the year 254,032 11,842 265,874
Total comprehensive income for the

year 247,670 11,842 259,512

Impact on the statement of cash flows for the year ended 31 December 2024:

As previously

reported Adjustment As restated
KD KD KD
Profit for the year before taxation 480,280 11,842 492,122

Changes in insurance and reinsurance
contracts 1,852,455 (11,842) 1,840,613
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23. Subsequent events

Geopolitical developments

Subsequent to the reporting date, recent geopolitical events—including heightened political tensions—have
contributed to an elevated risk environment and increased macroeconomic volatility across the Gulf. These
developments have resulted in increased uncertainty in global financial markets, foreign exchange movements,
interest rate volatility, inflationary pressures, and disruptions to supply chains.

Management has carefully assessed whether these circumstances provide evidence of conditions existing at the
reporting date or if they qualify as non-adjusting events under IAS 10 — Events after the Reporting Period. Based
on this review, our conclusion is that these developments represent non-adjusting events, as the underlying
conditions arose after the reporting date of 31 December 2025. As a result, no adjustments have been made to the
amounts recognized in the financial statements as at the reporting date.

Impact assessment

While the full extent and duration of these geopolitical developments remain uncertain, management is closely
monitoring possible impacts on our operations and financial position. This includes, but is not limited to, the
valuation of financial assets and liabilities (including insurance contract assets and liabilities and reinsurance assets),
credit risk and counterparty exposures (such as reinsurers, intermediaries, and investment counterparties), as well
as claims experience, lapse behavior, and new business volumes in the region. Management also has implemented
enhanced monitoring procedures and scenario planning to assess potential impacts as the situation develops.

To date, management has not identified any material adverse impacts that would necessitate recognition or
adjustment in these financial statements. However, it’s important to note that the situation continues to evolve
rapidly, and there remains significant uncertainty regarding the full range of possible effects.

24. Approval of the financial statements

The financial statements was approved by management and authorised for issue on 31 March 2026.



