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Report of the Board of Directors

The Shareholders

M2 THAQ TAKAFUL INSURANCE COMPANY P.S.C
for the year endec 31 December 2020

Peace be upon vou

O behaifl of the Board of Directors, we dve pleaged to prese

viethay succeeded in implementin

LIk
mw

insurance Clompany SO for the vear ended 31 December 2020,
; 5

s

the Gnancial results of Mathag Takafui
aned the Sharaly

tts plais for Lhe year 2020 based on achicvasle strategic soals.
tlye

bila

“his isa roflection of the continued confidence sind suppert of its shereliolders and customers along
olders;

wits Methag's tear tha: is comprsed of professionals and technical experts, Our strategie direction
focuses on the foliowing key obiectives ‘o deliver enhanced sustzinable returns for the Poiicyaoidesy
Pargeted profiiabie arow

Pertpnmance Menapement of Takafil ponttoios:
Orerat:onal excellence: and
Optimal Retabafal agresmenss for all takaful portfolios.

The Company has resognized a net neofit of AED 8,229,177 for the vear ended 31 Decerizer 2020
compared v anet profit el AED 3,835,074 for the vear ended 3! Deceniber 2019, The rezson hehind
ERpensLs.

meressing the profii due 1o enharcing Takaful income & reduction in seneral asd admizist-ation

Brief of 1he statemetst of Gnancinl position:

Marugement has imglemented successful strategies in the year 2020 n respec
clammis management nrocess accarding to the belaw resulis ;
Total assets

ol undarwriting a3
Total Habilioes

L
Tatal Sharcholders® euity

[
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bt
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Briel af the ineame statement:

R
711,114,745

6B, 344 540
618,808,770 60 388,043
92,305,975 B4 070 TR
olal revetues (oress coniriburions written)
Pref for the voar
Eamning ser shorg

242,081,395
8,229,117
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3,885,074
035 0.636




METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

Report of the Baard of Directors
tor the year ended 31 December 2019 (continued)

As for the Company's futtice plans %or the vear 2021, the Cotzpany has developed plan suppored by ¢ sel of
ambitious goals especially wnkall portfolivs and relukaful agreemaens, The compeny cxpoets 2 sizmfican
InEreveEnEy o periormance and resulis for 2020,

Methag has a very sound corporale governance in place and all the regulatory and legislative complianes i
miade limely, thereby refllecting g positive lmeee 6 the Campany

dn mehall of the Board of Directars, we relterate our commilment 1o the growth and developmant of the UAR
ant paiticularly te Abu Dhebl's 2030 vision uncer the leadership of His Hipaness Sheikh Khelifa bin Zaved
Al Nahyan, the President of the UAL and the Ruler of Aby Dhabi and His Highness Sheikh Mohammed hin
mashid Al Makioun, the Vice President, the Ruler of Dubai, and His Highness Sheika Mokammed bin Aayed
Al Mabivan, the Crown Prince 2ad ail the Ruless ofthe UAE,

Weoalao take lius opportunity to thank snd appreciate the staff and the managemsnt of Wethag Takaful
: ¥ B

‘nsurance Company PSC for thew continued effors, hard wark, and sincerity. We also express our sincere

thards o the Company’s Sharcholders and chens,

Yousif Hussain Al Sahlawi
Chainnan of (e Boerd of Directors

L S L
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Independent Auditor's Report

The Sharcholders'

Methaq Takaful Insurance Company P.S.C.

United Arab Emirates

Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the financial statlements of Methaq Takalul Insurance Company P.S.C. - Abuy
[Yhabi, which comprise the statement of financial position as at 31 December 2020, the statements of
profit or loss and other comprehensive income, changes in equily and cash flows for the vear then
ended, and notes, comprising significant accounting policies and other explanatory information.

In our opimion, except for the effects of the maltters discussed in the basis Tor qualified opinion section
ol our report, the accompanying financial statements present fairly, in all material respecls, the
financial position of the company as al 31 December 2020, and its linancial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRS),

Basis for Ounalified Opinion
- Inwvestment propertics are carried in the statement of financial position at AED 142,360,000, we
were unable to determine if the judgements applied and estimates made in the valuation of
investment propertics were appropriate. Conscquently, we were unable to determine whether
any adjustments to this amount were necessary.

- The investment lair value reserve showing deficit of AED 17,720,000 which was carried
forward from year 2019, This halance is related to Emirates Aqua Technologies Caviar Iactory
L.L.C, which is under Tiquidation and the operations have been halted, hence investment is
highly unlikely to be recovered, As per IFRS 9 financial instrument losses on finaneial asset
through other comprehensive income should be recognised in other comprehensive income to
the extent that 1t is reversing a prior upward revaluation, and any remaining balance should be
recorded in profit & loss account. The impairment loss on other comprehensive income
recognised in investment fair value reserve should have been recognised in profit & loss rather
than investment fair value reserve, this leads to overstatement of stulement of profil & loss from
years 2015 to 2019 and understatement ol accumulated losses of AED 17,720,000,

We conducted our audit in accordance with International Standards on Auditing ([8As), Our
responsibilitics under those standards are further described in the Auditor's Responsibilities for the
Auddit of the Financial Statements section of our report. We are independent of the company in
accordance with the ethical requirements that are relevant to our audit of the financial stalernents in
United Arab Emirates, and we have fulfilled our other ethical responsibilities in accordince with
these requirements, We believe that the audit evidence we have obtained is sufficient end appropriate
to provide a hasis Tor our qualified opinion,

Layed First St (Electra), Global Tower B esbRoETHE Jsda o o (1RSI J VY A £
3" Floor, Office No. 303,304 m Foruw of Firus Paror g ol oiSa ol gkl
Tel: +971 2 6724425/a o4 ANy Y AVYEEYo T - Ll
Fax: +971 2 6723526/6765003 tagi.com FAVY Y TYTRYT AV e T uslh

P.O.Box: 4295, Abu-Dhabi, UAE tageo.abudhabi@tagi.com  faaiai Ay all &l a8 ol £192 10 40




Independent Auditor's Report to the shareholders of Methag Taliaful Insurance
Company P.S.C. for the vear ended 31 December 2020 (continued)

Key Audit Muatters

Key audit matters arc those matters that, in our prolessional judgment, were ol maost significant in the
audit of the financial statements of the currenl year, These matters were addressed in the context of
our audit of the financial statement as whole, and in forming our opinion thereon, and we do nol
provide a separate apinion on these matters.

Estimation uncerviainty with respect to the measurement of outstanding claims lHabilities

The financial statement visk

As deseribed 10 Note 7 to the financial statements of the company, outstanding claims liahilities
amounted to AED 257,970,934 which includes reported claims of AED 108,757,290 and claims
incurred but not reporied (IBNR} of ALD [38.219.012. The retakaful share of outstanding claims
amounted to AED 40,816,950 at the reporting dale.

The outstanding claims Habilities at the reporting date represent the company's expeclations
regarding futwe payments [or known and unknown claims including associated expenses, 1he
company uses various methods o estimate these obligations.

Measuremenl of these outstanding claims is highly judgmental, and requires a number of assumptions
to be made thal exhibit substantial estimation uncertainty. This is particularly the case for those
obligations thal are recognised in respect of claims that have been meurred but not reported to the
company ("IBNR"), Certain lines of business also contain greater inherent uncertainty. for cxample,
those where claims emerge more slowly over time, or where there is greater variability in claim
settlement amounts, The key assumptions that drive the outstanding claims calculations include loss
ralios, cstimales ol the frequency and severity of claims and, where appropriste. discount rates lor
longer tail classes ol business.

The valuation of outstanding claims liabilitics depends on accurate data about the volume, amount
and pattern of current and historical claims since they are often used to forn expectations about future
claims, If the data used in ealeulating outstanding claims liabilitics, or for fming judpements over
key assumptions, 1s not complete and accurate, then material impacts on the valuation ol such
linhilities mayv arisc,

In addition, the valuation of the retakaful share of nutstanding elaims is dependent on, but not directly
conrelated to, the valuation of the vnderlying claims outstanding. There is judpement involved in
ascertaining the level ol reinsurance share of IBNR held, which depends on the specific terms of the

FEINSUrANCe contracts in place.

We comsidered the measurement of the outstanding claims liahilitics as a key audit matter due to the
quantitative materiality of these oblipations for the assets, liabilities and linancial performance of the
compimy as well as the significant judgements and the associated unceraintics in the estimates made
oy management i delermining the amount of liabilitics,

For Jurther information on the accounting policies relating o this key andil matler refer 1o Note 3id)

as well as Note 3(p) lor disclosures shout irs key sources of estimation uneerlainey,

i



Independent Auditor's Report to the shareholders of Methagq Takatul Insurance
Company P.5S.C, for the vear ended 31 December 2020 {continued)

How the matter was addvessed in the andit

We establishied an audit approach which ineluded both esting the design and operating ellecliveness
ol intemmal contrals over the mcasuremen! ol oulstanding clamms habilities and retakaful share of
outstanding clanms as well as risk-based substantive audil procedures.

A parl ol our procedures over tternal controls, we ovaluated the appropmateness ol selectad controly
estublished by the company for the purpose of scelecting acluarial methods, determining sssumptions,
making estimales (or the measurement of certain outstanding claims and consistency of application of

accounting policies,

The primary substantive procedures which we performed to address this key audit matter included,

but were not limited to, the following ;

- We verified, for a sample of outstanding claims, whether the cstimated amounts ol specific
cascs were adequately documented and substantiated by, lor cxample. reporls from loss
adjustors.

- We verified reconciliations between claims data recorded in the company's systoms and data
used in the actuarial reserving calculations.

- We gssessed the competence, capabilities, gualilications and objeelivity of the external actuary
engaged by the company for the valvation of technieal provisions.

- With the support of our insurance valualion specialists, we compared the respective actuarial
melhods applied and the material assumplions with generally recognised actuarial practices and
mdustry standards and cxamined o what extent these are appropriate for the valuation and

consistent between reporting periads,

- We considered the results of the third-parly acluarial valuation of the outstanding claims
liabilitics to identily and understand any significan! differences in the linbilitics as compared 1o

management's estnnates and prior pertod amounts.

- We recaleulated the amount of the provisions for selected products, in particular products with
substantial reserves or increased estimation uncertaintics. For these products, we compared the
recaleulated provisions with the provisions caleulated by the company and evaloated any

differences

- Woe compared claims transactions on a sample basis with supporting documentalion o evaluate
whether the elaims reported during the reporting period were recorded in accordance with the

cotpany's tternal policy,

- We inspected significant arrangements wilh reinsurers to obtain an understanding of contracts
terms and assessed that recoveries rom reinsurance on account ol claims reported has been
aceounted for based an prevatling terms and conditions; and

- We nssessed the disclosuees meluded in Note 3(d)y and Mote 7 in relation 1o autstanding claims

against the relevant IFRS disclosure reguirements.

=
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Independent Auditor's Report io the sharchalders of Methag Taliaful Insurance
Company P.5.C, for the vear ended 31 December 2020 {continued)

Extimation uncertainty with respect to provisions for wnearned contribution reserves

The financial statement risk

The company underwrites various classes ol business which exhibit dilterent risk patterns and tily of
business. Gross contributions written comprise the total amount ol premium receivables for the entire
period covered under an insurance contract and are recognised on the date on which the insurance
policy commences, The company records a portion of net retained contributions as unearned
contribution reserves to cover the financial risks that have not expired at the reporting date. The
application of an appropriale camings patterns is therelore necessary in order 1o cam revenue in
aceordance with the financial risk of claims ocewrring for insurance policies,

The uncarned contribution reserve is required to be caleulated in accordance with the UAF Insurance
Law relating to inswrance and takalul companies.

The provisions recognised lor unearned contribution reserves amounicd 1o AED 157,649,724 at the
end of the reporting period. For further information on the accounting policies relating to this key
audit matter refer to Note 3(d) as well as Note 3(p} for disclosures about its key sources of estimation
uncertainty,

How the matter was addvessed in the audit

We established an audit approach which included both testing the design and operating effeetiveness
ol internal controls over revenue recognition and substantive audit procedures, Our audit procedures
m respect of this matter included, but were not limited to, the following:

- We oblained an understanding, evaluated the design and tested the operating cffectiveness of
mternal controls over the process of capturing. processing and recording of information relating
to recognition of revenue in the correct reporting period.

- We assessed whether the company's revenue recognition policy complied with 1'RSs and tested
the implementation of those policies. Specifically, we considered whether the contribution o
takatul policies are accounted for on the date of inception of policies, with the cxeeption of
confribution income on marine cargo policies which is accounted for on the expeeted date of
voyage, by testing a sample of revenue items to takalul contracts,

- We compared the unearned contributioms reserve balance recorded in the financial stalements Lo
the reserve balance determined by the company's external actuary.

- We recaleulated, on a sample hasis, the unearmned contributions rescrve hased on the earning
pertad of takalu! contracts existing at the end of the reporting period.

= We lested written policies on a sample basis where revenue wos recorded close to vear end and
subsequent 1o year end, and evaluated whether these were recorded in the appropriale

accounting period

We assessed 1he disclosures included in Note 3(d) in relation to this ares againsl the relevant
RS disclosure requirements
N
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Independent Auditor's Heport to the sharcholders of Methag Takalul Insurance
Company I".5.C, for the vear ended 31 December 2020 {continued)

Other Mairer

= China and has subsequently spread (o many other countries around the world. This event has
caused widespread disruplions 1o business, with a conseguential negative impacl on economic
activity. The Company considers this event to be a non-adjusting event afler the reporting date
and therefore has not made any to the financial statements as a result ol this matter, The
outcome of this event is unknown and therelore adjustments the impaet on the Company canno
be reasonably quantified at the date of 1ssuance of these financial statements, The effcel of
Covid-19 on the Company will be incorporated into the determination of the Company's
techrical reserves, impairment of contributions and retakaful balances receivables, valuation of
equity portfolio and valuation ol investment propertics during 2020,

- The financial statements of the company lor the year ended 31 December 2019 were audited by
another auditor who expressed o modificd opinion on those statements on 26 March 2020,

- During the year the company changed il's key manapement.
- Investment propertics amounting to AED 142,360,000 15 held in the name of a related party.,

Other information

I'he Board of Directors are responsible for the other information. The other information comprises the
Directors Report of the company but does not include the linancial statements and our auditor's report
thereon. Our qualified opinion on the financial statements does not cover the other information and
we do not express an audit opinion or any form of assurance conclusion thercoin.

Responsibilities of Management and Those Charged with Governance for

Financial Statements

Managemenl s responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS und in compliance with applicable provisions of group's Articles of Association
and UAE Federal Law No, (2) of 2015, and for such internal control as management delermines is
necessary o enable the preparation of {inancial statements that are Iree from material misstatement,
whethier due to fraud or error,

In preparing the financial statements, management is responsible for assessing the group's ability to
confinue as & going concemn, disclosing, as applicable, matters related (o going concern and using the
going concern basis of accounting unless management either intends 1o liguidate the group or to ceasc
operations, or has no realislic alternative but 1o do so.

Auditor's Responsibilities for the Audit of the Financial

Our objectives are to obtain reasonable assurance about whether the [nancial statements as 2 whole
are free from material misstatement, whether due to fraud of crror, and to issue an auditor's report it
meludes our opinion. Reasonable assurance is a high level of assurance, but is notl o guarantee that an
sudit conducted in accordance with 1SAs will always deteel o material misstalement when it exists,
Misstatements can avise from fraud or error and are considered material if, individually or in the
appregate, they could ressonably be expected to influence the economic décisions of users taken on

the basia of these lnancial stalements,

i



Independent Auditor's Report to the sharcholders of Methaqg Takaful Insurance
Company I)5.C. for the vear ended 31 December 2020 {continued)

As parl of an audit in accordance with ISAs, we cxorcise professional judgment and maintain
professional skepticism throughout the andit. We also:

" Identily and assess the risks of material misstatement ol the financial stateiments, whether due
l fraud or error, design and perform audil procedures responsive o those risks. and abtain 1udit
evidence that 1y sufficient and appropriate to provide a basis or our opton, The risk of not
detecting a material misstatement resulting fom lraud is higher than for one resulling from
error, as fraud may involve collusion, forgery, inlentional cmissions, misr epresentations, or the
override ol internal control.

* Obtamn an understanding of intemnal control relevant to the audit in order to desion awdit
procedures that arc appropriate in the circumstances, bul not for the purpose ol expressing an
opinion on the effectiveness of the company's internal contral,

*  bwvalvate the appropriateness of accounting policies used and the reasonableness of aceonnting
estimates and related disclosures made by management,

*  Conclude on the appropriateness of management’s use of the g gomng concern basis of accounting
and, based on the audit cvidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the company's ability to continue as a
going concern. It we conclude that a material uncertainty exists, we arc required o draw
altention in our auditor's report to the related disclosures in the fnancial statements or, if such
disclosures are inadequate. to modify our opinion. Our conclusions are hased on the audit
evidence obtained up to the date of our auditor's repert, owever, future events or conditions
may cause the company to cease to conlinue 45 a goin g coneent.

*  Bvaluate the overall presentation. structure and content of the financial statements, ineluding
the disclosures, and whether the Tnancial stalements represent the underlying transactions and
events i a manner thal achieves tair presentation,



Independent Auditor's Report to the shareholders of Methag Talcatul Insurance
Company P.5.C. for the year ended 31 December 2020 (continued)

Report on other legal and regulatory requirements

Ag required hy UAF Pederal Law No. 2 ol 2015 we report that:

1,

Jo

Licensed Aunditor No. 632

18 March 2021

Talal Abu Ghax:

We have oblamed all the information and explanation we considered necessary for our audit.

The financial statements comply. in all material respect with (he applicable provisions of UAH
Pederal Law No. 2 of 2015 and the Articles of Association of the Company.

The company has maintained proper books of accounts.

Transactions and term with related parties disclosed in Note 20

Based on the mformation and explanation that has been made available (o us nothing came to
our altention which causes us to believe that the company has contravened during the financial
year ended 31 December 2020 any of the applicable provisions of UAE Federal Law No. 2 ol
2015 or the Articles of Association of the Company which would have a material effect on the

company activities or on its financial position for the vear,

ch & Co. International
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LNITED ARAR ENMIRATES

EXHIBIT A

STATEMENT OF FINANCIAL POSITION A8 AT 31 DECEMBER 2020

(AMOUNTS ARE EXPRESSED IN UL DIRHAMS)

NOTE
ASSETS
akelil operating nssels
Retakatul share of unearmed contributions
Prapaid expanses and othor assets :
Felakaful shave of outstanding claims 7=
Cortributions and retalaful balences recaivabley &

Hank term deposits
Cash and cash squivalents i
Total takaful aperating assely

Share balders' dssets

Property and equipment id
Statutory depasis 5
Investmenis designated at fair valus through profil
ared Togs (FVTPRL) & (&)
Investments designated al [ valus through other
comprehensive income (FVTOCD & fa)
Deflored policy acguisiion costs
[nvestmenis propertizs Ll
Prepald expenses and ather assets g
Bank lerm depoaits

4

Cash and cash equivalents
Total shaveholder's assels
TOTAL ASSETS

Baoaped Moo

[Rewct of Finanes

|2

2020 20y
89322311 TH A0
2,015,302 8,560,384
133,407,954 105,543,634
264,127,762 270,333,777
27,401 20,000,000
9,070,635 12,454,876

497,971,455 492758865
1,087,417 1,256,478
6,000,000 6,000,500
713,552 921,919
17,000,000 15,000,000
34,611,614 16,767,565
142,360,000 | 42,360,000
6,111,402 5,472,553
2,089,426 2,589,426
2,269,879 1,817,634

213,143,290 152,585,875

T11,114,745 685,344.840
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METHAQ TARKAFUL INSURANCE COMPANY

P.S.C.

LNITED ARAB KNMIRATES

CONT. EXHIBIT A

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2020
(AMOUNTS ARE CXPRESSLD [N 1 AE DIRHANS)

MOTE

LIABILITIES, FARTICIPANTS' AND

SOAREHOLDERS EOQLITY

Takatul aperating liahilitics

Takaful payables
Cutstanding olanms
Retakami payables

Uhneamed reteleaful comumission ineome

Uneamed couttibutions
Total talkaful aperations labilities

Share boldess' Hobilities

Trace payahles

Accrued expenszes and other lzbilities
End of service benefits obligation
Other pavables

Total sharcholders' linbilities

Participants’ fuid

Dieficil of seneral parlicipants takeful fund

Loan from sharghalders
Toatal shareholders' linbilitics

Ehare capital

Lemal reserve

Creperad reserve

[nwestmeant falr value reserve
Accurnuiated {osses)

Net cquity - Exhibir C

T 1)

Total labilitics, pacticipants fund sod equity

\

..\\_,f";_.ﬂ. =

Boara plember

THE A CEOM AN VING MRTES
SNEECNGLE Pa BT OF PIENE FINANCTAL BT TRMENTS

2024 2019
75,075,064 45,799,679
257,070,034 TG 100,770
85,129,414 7,070,107
30,509,001 23,410,914
157,649,724 127,535,143
604,354,142 SE7,013,621
1,197,131 557,283
7,637,738 507 578
3,000,479 4,122,164
549,280 g7 586
12,474,628 (4,254 42]
(184,613,960 (1RG,457,058)
184,613,960 _1BGAY fQEE_
150,000,000 [ 240,000,000
4580554 4 580,554
1,700,507 bI00,A07
(17,720,000% 27,720,000
(46,255,386} _ [34,584,563)
82,305,975 a4 I_I?Iﬁ 98
711,114, ’I-"i:s _ 63,,1,.1"-5&4840

Chinf Finaseial Offieet

&
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METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

STATEMENT OF PROFIT OR 1.OSS I'OR THE

YEAR ENDED 31 DECEMBER 2020

CAMOUNTS ARE EXPRESSED IN ULAGE. DIRITAMS)

EXHIBIT B

NOTL 2020 2019
Gross contribution written 17 (d) 282,081,395 252,396,590
Retakatul contributions 7{c) (135,772,627)  (157.269,894)
MNel takaful contributions 146,308,708 125,320,606
Change in nel unearmned contribution provision (16,601,564) 22,872,433
MNet takaful contribulions carned 129,707,204 148,199 120
Commissions earned 17(c) 35,977,560 46,613 504
Gross takalul contributions 165,684,770 194 812,603
Grross claims paid (211,535,888) {177,305,457)
Retakaful share of claims paid 88,360,935 83,703,063
Net elaims pai (123,174,953} {93,6002.424)
Change in outstanding claims 9.816,510 (52,870,781)
Change in retakalul share of outstanding claims 2.088,194 30.064,100
Change in incurred but not reported claims reserve 3,395,760 8,448,449
Change in retakatul share of incurred bul not reported claims reserve 20,947,244 13,554,728
Change in unexpired risk rescrves 890,159 {2,024 822)
Change in retakatul share of unexpired risk rescrve (3.453,841) 1,221,118
Change in allocated Toss adjustment expense (1,221,118) (2,974,242)
Net claims incurred (84,712.045) {98,183.874)
Takalul income 80,972,725 U6,628.819
(mpairment of takalul and retakaful contract receivable ih) - (3,354,267)
Other investment (loss) / income (375,582) 1132219
Takaful operating profit 80,597,143 Q4 406,771
Wakala lees (78,754,045) {?4,331,542_1
Surplus of takaful results for the vear 1,843,098 200075220
shareholders' investiment and other incowe (net) 383627 521,993
Wakalah fees from policyholders 78,734,045 74,331 542
[ncome from real eslale (met) 533,590 718,351
Takatul expenses (34.526,775) (30,249,007
Change in fair value of investments ar fair
value through profit and loss bie) (208,367) (321,229)
Change in provision of loan to policvholders' [und 1.843,008 20075229
Prohit expense on islamic financing e (87.428)
General and administrative expenses {38,550,041) {41,103,387)
Change in fair value of investment properties _ e (20,000,000
Net profit for the vear - Exhibit D 8,229,177 3,885,074
Basic and diluted carnings per share 16 n.055 (026

THE ACCOMPANYVING NOTES ARE AN
INTECRAL PARY OF THESE FINANCEAL STATEMENTS
4



METHAQ TAKAIUL INSURANCE COMPANY P.S.C.
LNITED ARAB EMIRATES

STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YIEAR ENDED 31 DECEMBER 2020
(AMOUNTS ARE EXPRESSED TN ULALE, DIRHAMS)

NOTE 2024 2019
Profit for the year 8220177 3,885,074
Crther comprehensive income / {Toss):
Fair value income on financial assets at FVTOCI & {u) - (3.554,000)
Other comprehensive (loss) for the vear - {3,554,(]('}?1
Total comprehensive income lor the vear - Exhibit € 8,229,177 331,074

THE ACCOMPANYING NOUES ARE AN INTEGRAL
INTEGRAL PART OF THESE FINANCIAL STATEMENTS
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METHAQ TAKAFUIL INSURANCE COMPANY P.S.C.

UNITED ARAD EMIRATES

STATEMENT OF CASH FLOWS FOR TIHE

YEAR ENDED 31 DECEMBLER 2020

(AMOUNTS ARE EXPRESSED IN UAE. DIRHAMS)

EXHIBIT D

CASI FLOWS FROM OPERATING ACTIVITIES:

Profit for the vear - Lxhibit 13
Exceas of takaful results for the year

Adjustment to reconcile net income to net
cash provided by operating activities
Dicpreciation of property and equipiment
Maovement of uncaricd contributions {net)

Net lair value loss on investment designated at FVTPL

lnvestment and other imcome
End of service benefits obligation

Iimpairment of takaful and retakaful contract reccivable

Recovery for loan policyholders fund

Profil expense onslamic Onancing

Change in tuir value of investment property
Operating profit before working capital changes

Chanees in the components of worlking capital:
Decrease in prepaid and other assets

Decrease / (increase) in contribution

and re-lakaful balances receivables

{(Increase) i dillered policy acquisition cosls

(Increase) in oulstanding claims (net)

Increase in takatul payables

{Decrease) / increase in retakaful payvables

Incrcase / (decrease) in trade payables

(Decrease) in accerued expenscs and other habilities
[nerease my unearmed re-takalul commission ineome
Met cash tlows fused m) operating activitics
Settlement of end of service benefit oblipation

Net cash fows fused in) operating activitics

TR ACCOMPANVING NOTES ARE AN

2020 2019
8,229,177 3,885.074
1,843,008 20,075,229

580,365 658,441
16,601,564 (22,872,433)
208,367 321,229
(8,045) (1,654.212)
1,092,170 1,163,190
3,354,267
(1,843,008)  (20.075,229)
87,428
20,000,000
26,703,598 4042 084
5,912,143 1,303,856
6,206,015 (60,938,794)
(17,843,749) (2,021,820)
(46,040,162) (3,078.217)

26,275,390
(25,940,693)
639,848
(1,387,950
7,098,085

5.053.704
31,300,214

(254,533

(136,190
73,893

(18.377481)  (22.655.813)

(2,123,855)

{129,204}

(20,501,330)

(22,785,017

INTECGRAL PARY OF THESE FINANCIAL STATEMENTS



MIETHHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATES

CONT. EXHIEBIT D

STATEMENT OF CASH FLOWS FOR TI1LE
YEAR ENDED 31 DECEMBER 2020

(AMOUNTS ARE FXPRESSED IN UAE. DIRIIAMS)

2020 20149
CASHFLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment {411,304} (702,945
Investment and other income B.045 1654212
Purchasc ol mvestment designated at fair value through
ither comprehensive income PV TOCT (2,000,000 { 15.000,000)
Met cash Hows (used in) investing activities (2,403,259) (14,048,733)
CASH FLOWS FROM FINANCING ACTIVITIES :
[nercase in lerm deposits 19,972,599 20,000,000
Profit expense on islamic financing e (87.428)
Islamie financing repaid - (1.714.286)
Net cash flows from financing activities 19,972,599 18,198,286
NET CASH FLOWS (USED) DURING TTIE YEAR (2,931,990) (18.635,404)
Cash and cash cquivalents at beginning of the vear 14,272,510 32,907,974
CASH AND CASH EQUIVATLENTS AT LND OF THE YEAR - Nate 4 11,340,514 14,272 510

FHRE ACCOMPANYING NOTES ARE AN

INTREGRAL PART CF THESE FINANCIAL STATEMENTS

| 2



MIETHAQ TAKAFUL INSURANCE COMPANY P.S.C.
LUNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ULA.E. DIRHAMS)

a)

b

d)

a)

STATLUS AND ACTIVITIES

Methaq Takaful Insurance Company P.S.C. (the “company™) is a public sharcholding
company registered with the Department ol Economic Development - Abu Dhabi - United Arahb
Fmirates, The Company are incorporated in the Fmirate of Abu Dhabi on 24 March 2008 with 2
trade license number 1142419,

The company’s principal activity are accidents and civil responsibility insurance, fire insurance,
land, manine and air transportation dangers insurance, reinsurance, health insurance and onshore
and offshore oil and pas fields and facilities services.

The company operates through ils head office in Abu Dhabi and branch offices in Dubai, The
company is domiciled in the United Arab Emirates and its registered olfice address is P.O. Box
32774, Abu Dhabi, United Arab Emirates.

The Company’s ordinary shares are listed on Abu Dhabi Sceurities Exchange.

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (TFRSs)

The company has applied the following Internutional Financial Reporting Standards ([FRSs),
amendments and interpretations for the first time for their reporting date commencing 1 January
2020

Standard or Interpretation [Jescription Ellective dale
Dehmtion of materiality - The amendments provide clarifications for 1 January 2020
Amendments to IAS (1) and  the definition ol materiglity, where the

IAS (8) mformation is  material iU omitting,

misstating or obscuring it could reasonably
be expected o influence decisions that the
primary uscrs ol general purpose financial
statements make on the basis of those
financial statements, which provide financial
information shout a speeilic fnaneial

The wmendments  clarify that materiality
depends on the nature of the information, its
magnitude, or botl, Information error is a
sigailicant matter 101t is reasonahly expected
to anfluence the decisions made by (he
Prmary uscrs.

|9



METHAQ TAKAFUL INSURANCE. COMPANY P.S.C.

UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN ULALE, DIRLAMS)

Definition o a Business The amendmenls clarify that o business is

{Amendments

Conceptual

o [PRS 3)

[ramework

linancial Report (Revised)

Inderest  Rate
Eclomm
(Amoendments

Benchmark
I*hase 1
to IFR5 9,

1AS 39 and IFRS 7)

Clovnd-19-1 elared Rent

Cloneessions

to IFTILS 16

{Arnendment

considered a business if il includes at a
minimurm, an inpul and a substantive process
that together significantly contribute to the
ahility ol crealing outputs, and it also
clarifics that a business can exist without
including all of the inputs and processes
needed Lo create outputs.

The  conceptual  lramework  includes
definitions on which all the requirements of
IFRSs are based {delinition of assct. luability,
meome,  cxpense,  objectives ol peneral
purpose financial  statements, ele.). The
revised framework improves  these
delinitions.

These  amendments provide SOIME
exemptions related to the standard reform of
the interbank oflered interest reference ratc,
The exemptions relate fo hedge accounting,
The reformulation of the interbank intercst
relerence rate should not generally cause the
discontinuanece of hedge accounting,

[FRS 16 has heen amended to address rental
concessions (or lessees resulling from the
COVID-19 epidemie,  which meet  the
[ollowing characteristics:

Ao Change in lease payments leads to an
amendment i the leasc contract that is
substantially the same or less than the lease
consideration  immediately  preceding  the
change,

B. The reduction is the renl payments so
that it only affeets the payments due on or

beflore JTune 30, 2027,

€. There is no material change in the vlher
tertns and conditions of the lease.
N

[ Banuary 2020

I January 2020

| Fanvary 2020

1 June 2020



MICTHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.AE. DIRHAMS)

h} At the date of authonization of these financial slatements, the following Standards and
Interpretations have been issued but not vet effcelive
Ellective for annual

periods bepinning

standard or Inferpretation Description on or after
Interest  Rate Benchmark  The  amendments  provide  temporary | Tanuary 2021
Reform Phase 2 exemptions that address the effects of

(Amendments 1o TFRS 9, financial  reporling when  an Interbank
IFRS 7, IFRS 4. TFRS 16 (Mfered Rate (IBOR) is exchanged for a Risk-
and 1AS 39) Pree Alternative Interest Rate (RFR).

Amendments include a practical expedient
requiring contractual changes or chanpes in
cash flows, which is necessary as a direct
comsequence  of interest tate  benchmark
reform, to be dealt with as variables in the
variahle interest rale, equivalent to  the
movement in the interest rate in the market.
Allowing the use of this practical expedient
s provided with the condition that the
transfer from TBOR to (RFR) takes place on
an ceonomically equivalent basis without the
oceurtence ol value transtor.

Anvual improvements  to PR T amendments, Fivsi-time Adoption of 1 January 2022

[FRS 200 8-2020 Iternational Finicncial Reporiing

famendments to IPRS 1. Standareds,

IFRS 9 [FRS 16 and 1AS  An extension of the optional exemption that

41) allows the subsidiary which becomes an
aidopter of the IFRS for the first tine alter
the parent company lo measure cumnulalive
tramslation differences using the amounts
reported by the parent, based on the parent’s
date of transttion Lo 11FRS Standards. Similar
election 15 available for the associate and
Joint venture.

5



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN LA L. DIRHAMS)

TFRS 3 amendments,
Business  Combinalions - to  the  conceprual  Iramework  withou

Relerence to the Conceptual  changing the accounling requirements of

Framewaork

IAS 16 amcndments,

property, plant

cquipment - proceeds hefore

inlended use

IAS 37 amendments,  Amending the standard regarding  cosls
Provisions, Contingent  company should include as the cost
Assets  and  Liabilities fullilling o conlract when assessing whether

TERS 9 amendmenis, Financial Insivumenis

The amendments clarily the fees an enfily
includes when it applics the “10 per cent” lest
in asscssing  whether o de-recognize a

financial lability,

FERS 16 amendmenis, Leases

The amendment to HMustrative Lxample 13
accompanying 1'RS 16 removes [rom the

cxample  the  llustration ol

rennbursement of leasehold improvements,

LAS 4T amendnients, Agricudne

The amendment removes the requirement in
paragraph 22 ol TAS 41 for entities to
exclude taxation cash flows when measuring
the fair value ol a biological assel using a

present value technigue,

TFRS 3 Business Combinations,

in profit or loss,

Onerous Contracts - Cost of a comlract will nroduce g loss,

Fulfilling a Contract

4

The amendments aim to update the reference

Amends the standard 1o prohibit deducting
and - from the cost of an item of property, plant
and equipment any proceeds (rom selling
itemns produced while bringing that asset to
the location and condition necessary for it to
be capable of operating in the manner
mtended by management. [nstead, an entity
recognives the proceeds from selling such
items, and the cost of producing those items.

| Janvary 2022

1 January 2022

1 January 2022



METHAQ TAKAFUL INSURANCE COMPANY P.S.C

UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ULA.E. DIRHAMS)

[AS 1 amenduients, . Clantly thal the classification of liubilities

Presentabion  of  Financtal  as current or non-current is based on rights thar

Stateiments arc in existence al the end of the reporing
period.

= specity that classilication is unallected by
expectalions  about  whether an entity  will
exerelse iR right 1o defer settlement ol a
Liathility.

. Explain ihat righls are in existence if
covenanls are complied with al the end of the
reparting period.

e Introduce a delinition of ‘settlement’ 1o
make clear that sclilement refers to the transfer
to the counterparty of cash, equily Instruments,
other wssels or services,

+ Are applicd retrospectively,

IFRS 17, Insurance IFRS 17 supersedes IFRS 4, the new

Contracts standard reguires insurance liahilities to be
measured al a current fulfilliment value and
provides a more unitform measurement and
presentation  approach  for  all  insurance
contracts,

IFRS 10 and TAS 28 The amendments address an acknowledped
amendments Sale or inconsistency between the requirements in
Coniribution ol Assets [TFRS 10 and those in [AS 28, in dealing with
between an [nvestor and s the sale or contribution of assels hetween an
Associate or Joinl Venture  investor and ils associate or joint venture,

F
ea

[ January 2022

1T January 2023

[ndelingte



MITTHAQ TAKAFUL INSURANCE COMPANY PS.C.
UNTED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
{AMOUNTS ARE EXIPRESSED IN UAT, DIRHAMS) _

L}

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

I'he accounting policies adopted by the company is consistent with those applied in prior veurs
exeept for the new and amended [FRS's effective as ol 1 January 2020 as detailed in Note 2 ()
which did not have material impact on the financial statements of the company. The sipnificant
accounting policies adopted by the company in the preparation of the linancial statements are as

[oslloses -

Financial Statements Preparation Framework
The financial statcments have been prepared in accordance with International Financial
Reporting Standards.

Basis of presentation

As al 31 December 2020, the company accumulated losses amounted to AL} 46,255 386 (31
December 2019 ; AED 54,484,563) which represents 30.84% (31 December 2019 - 36.32%) of
the share capital of the company.

The financial statements are prepared in accordance with the historical cost principle,

Historical cost is generally bascd on the fair value of the consideration given in exchange for
goods and services, while Fair value is the price that would be received to sell an asset or paid 1o
transfer a liability in an orderly transaction between market participants at the measurcment
date, regardless of whether that price is directly observable or estimated using another valuation
lechnique, In cstimaling the fair value of an asset or a liability, the company lakes into account
the characteristics ol the asset or lability i market participants would take those characteristics
into account when pricing the assct or lability at the measurement date.

[v adilition, for finaneial reporting purposes, [air value measurements are categorized info Loevel

|, 2 or 3 based on the degree to which the inpuls to the fair value measurements are observable

and the significance of the inputs fo the fair value measurement in its entirety, which are

deseribed as follows:

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

- level 2 inpuls are inputs, other than quoted prices included within Level 1, that are
uhservable lor the asset or liahility, either dircetly or indirceily; and

- Level 3 mputs are unobscrvahle inputs for the asset or lahility,

Fivanciod instvgnients

A Timancial instrument §s any contracl that gives rise to a financial asset ol one entily and o

(inancial liability or equity instrument of another entity, Financial instruments are sither

lmancial assets or fnancial liabililies.

P J
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METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED 1IN LA F. DIRHAMS)

Lffective interest method

The effective intereat method iz a methed of caleulating the amortized cost ol a linancial asset
and of allocating mterest income over the relevant year, The effcetive inlerest rale 15 the rate that
cxactly discounts estimated future cash receipts (including all fees and points paid or received
that form an integral part of the effeelive inlerest rate, ransaction costs and other premiums or
discounts) through the expected lile ol the deblinstrument, or, where appropriate, @ shorter year,

Loy the net carrying amount on imilial recogmbon.

Financial assels
Any asset that (50 cash, an equity instrument of another entity, or a debt instrument of another
entity (& contractval right to receive cash or another financial asscl {rom anolher entity, or Lo
exchange financial assets or financial liabilitics with another entity under conditions that are
potentially favorable to the entity, or a contract that will or may be seltled in the entity’s own
cquity instruments),

The company does not have debt instroments that qualify for measurement at Gur value through
other comprehensive income nor at fair value through profit or loss. Moreover the company's
financial assets does not have any equity instrument financial assets,

[nitial measurciment

Financial assels are recognized when the company becomes party to the contractual provisions
of the instruments. At indtial recognition, the company measures a financial asset at its fair value
plus, in the case of & financial assel nol at fair value through profit or loss, ransaction costs that
arc directly attributable to the acquisition of the financial asset. Transaction costs ol [inancial
asscts carricd at lair value through profit or loss are expensed in profit or loss.

Cash and cash eguivalenis

Cash and cash equivalents includes cash on hand, cash al banks - current accounts, demand
deposils and ather short-term highly liguid investinents with original maturities of three months
or less,

1) Band fived deposiis

Hank fixed deposits are measured al amorlived cost using the effective interest method.

1Y Lakadinl aond relakafid recefvahles

Takatul and retakaful that have lixed or determinable pavinents that ave not guoted in an active
market are classificd a loans and receivables, Loans and receivables are imeasured at amortised
cost using the effeetive rale or return method, less any impairment, Return income is recopnized
by applying the effective rate of return, except for shorl lerm receivables when the recognition ol

returo meome would he rmmaterial,

Ay



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATES

NOTES T'O _FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN TLAE. DIRHAMS)

Takalul contracts are those contract when the company (the operaror) has aceepted takalul rate
on behall of takaful funds from another party (lhe policyholders) by agreein o to compensate the
policyhalders 1f any specified uncertain future event (the insured event) aelversely aflects the

policvholders,

fecogniiion and measuremeni
Takatul contracts are classificd into two main categorics, depending on the duration of risk and
whether or not the terms and conditions arc fixed.

These conlracts are casually and property takaful contracts,

Casually takatul contracts protect the policyholders against the risk of causing harm to third
parties as g result ol their lepitimate actives. Damages covered include both contractual and na
contractual events. The typical protections offered is designed for emplovers who become
legally liable fo pay compensation o injured cmployees {employers lability) and for individual
and business customers who become liable to pay compensation to a third parly tor badily harm
or properly damage (public liability).

Property takalul contracts mainly compensate the policyholders lor damage sullered to their
propertics or lor the value of property lost, Polievholders who undertuke commercial activities
on their premises could also received compensation for the loss of earnings caused by the
inability to use the insured properties in their business activities (business mterruplion cover),

For all tus takaful contracts, contributions are recognized as revenue (earned contributions)
proportionally over the period of coverage. The portion of contributions reccived an in force
contracts that relates to unexpired risks at the end of the reporting period date i reported as the
unearned contribution lability.

Claim and loss adjustment expenses are charged to the statement of profit or loss (atributable 1o
the policyholders) as incurred based on the estimated liability for compensation owed ta contract
lolders or third parties damaged by the contract holders.

Retakafid contract assets
Hatakalul contract assel include ratalaful share of outstanding claims (including share of ¢laims
incurred by not reported - IBNR) and retakatul share of unesrned contribution.



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U AL DIRHAMS)

Contracts entered inlo hy the company for retakalul under which the company is compensated
lor losses on one or more contracts issued by the company and that meet the classification
requirements of takaful contracts are clossificd as retakaful contracts held, Contracts that to not
meet these classilication requirements are classilied a financial assels,

Tukatul contracts entered in to the company under which the contract holder is involved in
takaful activities are included with takaful contracts. The benefits to which the COmpany s
entitled under its retakaful contracts held are recognized a retakaful conlracl assets. The
company assess its retakaful contract assets or impairment on regular basis, I there is objective
evidence that the retakaful contract assct is impaired, the company reduces the carrying amount
of the retakaful contract assels to its recoverable amount and derecopnizes that impairment loss
in the statement of profit or loss. Amounts recoverable rom or duc to retakful holders are
measured consistently with the amounts associate with the retakaful contracts and in accordance
with the terms of gach retalul contract,

Talkaful contract labilities

Takatul contract labilities include outstanding claims (OSLR), claims incurred but not reported
("IBNR"), uncarmed contribution reserve (UCR) and provision for allocated, unexpired risk
reserve (LPR) and unallocated loss adjustment cxpenses (ALAL/UAF).

Takalul contract liabilities towards owtstanding claims are made for all claims intimated o
company and still unpaid al the statement of financial positon date, in addition for claims
meurred by not reported,

The unearned contribulion reserve considered in the Takalul contract liabililies comprise lhe
estimated proportion of the gross contribulion written which relates to the period of Takaful
subsequent to the reporting period date. Unearmned contribution arc caleulate done a Lime
proportion basis over the effective perod of the policy. The proportion attributable 1o
subsequent period is deferred as uncarned contributions reserve, The company provide uncarmed

conlributing reserve based on actual terms ol the policy.

T'he hability refating to IBNR and ALAL/ULAE reserve is calculated at the reporting date using
a range ol standard actuarial claim projection lechniques, based on empirical dala and current
assumptions that may include 1 margin for adverse deviation. The Hability is nol discounted Tor

the time value of mancy,

The takatul portion towards the above outstanding claims, claims incurred but nol reported and
unearned  contributions reserve s classified ax retakaful share of outstanding claims and
retakatul share ofunearned contributions in the Tencial statements,

I
-



METHAQ TAKAFUL INSURANCE COMPANY P.S.C,
UNITED ARAB EMIRATES

NOTES TO _FINANCIAL STATEMENTS
_(AMOUNTS ARLE EXPRESSED IN LLAE. DIRHAMS)

111)

oy

Subvage and sulwosation reimbursemenis
Emirates of salvage and subrogation reimbursements are considered as an allowance in the

measurements of the lakaful liability for clams,

Liahility adequacy fest

At the end of cach reporting period, liabilily adequacy tests are performed to ensure the
adequacy of retakalul contract liabilities ne 1o related deferred policy acquisition cosls. In
performing these tests, current test estimales of future contractual cash flows and claims hand
doing an administration expenses, as well as investment income from the asscts backing such
liabilitics, arc used. Any deficiency is immediately charged Lo the statement of profit or loss
mitially by wring oft the deferred policy acquisition costs and by subsequently establishing a
provision [or losses arising from liability adequacy tests.

fReceivables and pavables related to takatid coniracts
Recelvables and payables recognised when due. These include amounts due to and from apgents.
brokers and takaful contract holders,

[T there 15 objective evidence that the takaful reccivable is impaired, the company reduces the
caring amount of the takaful receivable accordingly and recognizes that impairment loss in the
statement of profit or loss,

Financial assets at fair value through profit or loss (FVTPL)

A linancial assel is classified as fair value through profit or loss if it is classifed as held for
trading or is designated as such upon initial recognition. Directly attributable transaction costs
are recognized in profit and loss as meurred. Financial assets at thir value through profit or loss
are measured at fair value and changes therein, including any interest or dividend income, are
recognized in profit or loss,

Frnancial assefs at fafr value through other comprehensive income (FVTOCT

FVTOCT hinanctal assets may include equity imstruments that are not held principally for the
purpose of selling in the near future or debt instruments with fixed or determinable pavments
and fixed maturity dates that the company has no positive intent and ability to hold to maturity.

FVTOCT lnancial asscts arc stated at fair value Tor listed securitics and it cost for unlisted
securities, Giains and losses arising from changes in fair value are recognized in other
comprehensive income and accumulated mo the investments revaluation reserve with the
exception of impairmen! losses, interest caleulated using the effective interest method and
loreign exchange gains and losses an monetary assets, which are recopnized direetly in the
statement of comprehensive income.

28



METHAQ TAKAIFUL INSURANCE COMPANY P.S.C.
LNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARF EXPRESSED IN 1LAE. IMRHAMS)

T

The cumulative gain or loss previously recognized in the investments revaluation reserve is
meluded in the  statement ol comprehensive income upon the disposal of investment. Dividends
on FVTOCT equity instruments are recopnized in profit or loss when the company's right to

reccive paymenis is established,
Prety

Lmpairmenl

("R @ replaces the “incurred loss™ model in LAS 39 with an *expected eredit loss” (LCL) maodel,
This requires considerable judgement ahout how the changes in ceconomic factors affeet FClLs,
which will be determined on a probability-weighted basis, 'T'his model applies to financial assets
measured al amortized cost, contract assels and debt investinenls at FVOCL bul not to
investments in equity instruments, Under IPRS 9, credit losses are recognized earlicr than under
LAS 39,

Derecognition

The company derecopnizes a financial assct when the contractual rights to the cash Nows from
the Bnancial asset expire, or it transfers the rights to receive the contractual cash lows in a
transaction in which substantially all of the risks and rewards ol ownership of the financial asset
are transferred or in which the company neither transfers nor relains substantially all of the risks
and rewards of ownership and it does not retain control of the financial asset.

The company enters into transactions whereby it transfers assets recognized in its statement of
financial position, bul retains either all or substantially all of the risks and rewards of the
transterred asscts. In these cases, the translerred assets are nol derecopnized.

With the cxception of FVTOCT equity instruments, il in a subsequent year, the amount ol the
impairment loss decreases duc 1o an event occureing aller the impairment was recognized. the
previously recognized impairment loss is reversed through profit or loss o the extent (hat the
cartying amount of the investment at the date the impairment is reversed does not exceed whal
the amortized cost would have been had the impairment not heen recopnized.

In respeet of FVTOCT equity seourities, any increase in fair value subsequent to an nrpaRirnIent
loss is recognized in other comprehensive income.

Froperty and equipmeni

Froperty and equipment held for use in the supply of goods or services, or for adminisiralive
purposes. are initially recognized at their cost being their purchase price plus aoy other costs
dircetly attributable to bringing the asseis 1o the location und condition necessary for them to be

capable of operating in the manner intended by management

29



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
LNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN UAK, DIRHAMS)

Aller minal recognition, the proporty and equipmen! are carricd in the statement of financial
position, at their cost less any accumulated depreciation and any accumulated impairment, The
depreciation charge for each year is recognized in the  statement ol profit or loss, Depreciation
s caleulated on a straight line basis, which rellects the pattern in which the asset's future
economic benelits are expected Lo be consumed by the company over the cstimated usefil lives
of the asscts. The useful lives ol the asscls are estimated as follows:

Category Llsctul lile
Furniture, fixtures and office equipment 5 years
Computer equipment and accessories 3 years

The estimated usclul Tives, residual values and depreciation method are reviewed al cach vear-
end, with the effect of any changes in estimate accounted for on a prospective hasis,

The carrying values of property and cquipment are reviewed for impairment when evenls or
changes in the circumstances indicate the carrving value may not be recoverable, 1 an v such
indication of impairment cxists, impairments losses are caleulaled in accordance with Note 3 {fh

On the subsequent derecognition (sale or retirement) of the property and cquipment, the
resultant gain or loss, being the dilference between the net disposal proceeds, il any, and the
carrying amount, s included in the slatement of profit or loss.

hppaiement of tangrhle asscts

Al each statement of financial position date, the company reviews the carrying amounts of its
tungible assets to determine whether there is any mdication thal those assets have been impaired,
[T any such indication exists, the recoverable amount of the asset is estimaled in order to
determine the extent of the impairment loss, i any, being the amount by which the carrying
amount of the assel exceeds its recoverable amounl. The recoverahle amount is the higher of
asset’s fair value less costs to sell and the value in use. The asset's fair value is the amount for
which that assel could be exchanged hetween knowledpeable, willing parties in ann's length
fransaction. The value in use is the present value of the future cash flows expected to be derived
from the assel. An impairment loss is recognized immediately in the stalement of profit or loss,
unfess the relevant asset is carvied at a revalued amount, in which case the impairment loss is

treated as a revaloation decrense,

il



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
LUNITED ARAB EMIRATES

NOTES TO _FINANCIAL STATEMENTS
(AMOLINTS ARE EXPRESSED IN U.A.F, DIRHAMS)

h.

Where an impairment loss subsequently reverses, the carrying amount of the asset is decreased 1o
the revised estimate ol its recoverable amount, hut the increased carrying amount due to reversal
should not be more than what the depreciated historical cost would have been if the npairmnent
had nol been rccognized in prior years. A reversal of an impairment loss is recopnized
immediately in the statement ol profit or loss unless the relevant asset is carried at a reval ued
amount, in which case the reversal of the impairment loss is treated as a revaluation decrease.

- Tnvestment propertics

Investment property (land or building ) is property: (a) held by the company Lo earn renlals, (b)
for capital appreciation rather than for use in production or supply of gnods or services or for
administrative purposes, or for sale in the ordinary course of business, andfor Tor undetermined
use. Investment property is measured initally at its cost, including transaction costs and revalued
annually by independent evaluators.

On the subsequent derecognition (sale or retirement) of the investment propertics, the resultant
gain or loss, being the difference hetween the net disposal proceeds, if any, and the Carrying
amount, 1s included in the  statement of profit or loss,

Financial liabiliifes

nitial recognition and measurement

Fmancial liabilities are recognized when the company becomes a parly to the contractual
provisions ol the financial instrument. The company detetinines the classification of its financial

ltabilities atl imitial recognition.
All financial liabilities are recognized inilially at fair valie plus in the case of financial
liabilities not at fair value through profit or loss, directly atlributable transaction costs,

subsequent Incasurement
After mitial recognition, financial labilitics that are not carried at lair value through prolil or
loss are subsequently messured al amortized cost using the effective interest method. Gaing and

losses are recognized in profit or loss when the labiliies are derecopnized. and through the

amortizalion process.



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UMNITED ARAB EMIRATES

NOTES TO _FINANCIAL STATEMENTS
(AMOUNTS ARF EXIRESSED IN ULAE, DIRIIAMS)

Derecopnition

A financial lability is derecognized when the obligation under the Tiability is discharged or
cancelled or cxpires. When an existing Inancial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification s treated as a derecognition of the original liability
and the recognition of a new liahility, and the difference in the respective carrving amounts is
recogimzed m profit or loss,

End of service benefits ohlipation

Provision (or employees’ cnd-ol-service benefits is calculated in accordance with the Iederal
Lahour Laws of United Arab Emirates. The company measures its oblipations under emplovees'
benelits as described in IAS 19 using actuarial valuation method unless the dilferences between
actuanal valuation and actual hability and service cost is immaterial.

Pension funds for UAE nationals has been computed as per rates approved by the concerned
povernment departiment,

HProvisions

Provisions are present obligations (legal or constructive) resulted from past cvents, the settlement
ol the obligations is probable and the amount of those obligations can be estimated reliably, The
atmount recognized as a provision is the hest estimate ol the expenditure required to settle the
present obhgation at the statement of financial position date, that is. the amount that the company
would rationally pay o settle the obligation at the statement of financial position date ar to
transfer it to a third party.

Provisions reviewed and adjusted at each statement of financial position date. If outflows. to
settle the provisions, arc no longer probable, reverse of the provision is recorded as income.
Provistons are only used for the purpose for whicl they were originally recognized,

o Legal reservie

Pursuant to the Company's Articles of Association, 10% of net profit for the year to be withheld
annually and retained in the legal reserve account. The deduction shall be suspended wher the
balance m this reserve accounl amounts to at least 50% of the company's capital and is not
availahle for distribution for shareholders',

General reserve
In accordance with the Article 64 of the company article of association 10% of nel profit for the
year 1s to be transfer 1o o general reserve. No fransfer was made during vear as the COMmpany in

dccumulated losses position,



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARADB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN UA.F. DIRHAMS)

m. Kevenie fecagmition
Revenue is measured based on the consideration 1o which the company expeets o be entitled in
cxchange for transferring promised goods or services o a customer, excluding amounts collected
om hehalf of third parties.

Revenue 15 recopnized when the company salisfies a perlommance obligation by rendering the
promised service to the customer, which is when the customer enjoys the bhenfits from the
service. The establishment's perfommance obligations arc satislied at a point i time, The amount
of revenue recognized iy the amount allocated Lo the satisfied performance obligations.

Gross and retakalid contribution
Contribution from gross and retalkfalul contracts is measured under revenue recognition erileria
stated under takaful conlracts in these fnancial stalements.

Dhvicdend income
Dividend income from investments is recognized when the shareholders’ rights to reccived
payment have been established,

Rental income
Rental income arising on investinenl propettics sis accounted for on a straight-line basis over the
leasc Lerms on ongoing leases and is recorded in (he statement ol profit or Toss,

Other income
Other income 1s accrued on a time basis. by reference to the principal outstanding and at the
elfective rate of return applicahle,

Retakalul mcome is recopnized when retakalul is entered into and retakaful CKpUnses are
rccognized when the policies arc issued.

Cammission reven
Commission revenue is recognized when the customer has finalized contracts with its clients and

the right to receive the commission is established.

Lad
i



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN 1.AF. DIRHAMS)

n. Forcign curvencies

The hnancial statements are presented in the UAE Dirhams (A E13) which is the company's
functional eurrency. In preparing the financial statements, transactions in currencies other than
the company's functional earrency (foreipn currencies) are recorded at the rates of cxchange
prevailing at the dates of the bansactions. Al epch  statement of financial position date,
monetary items denominated in toreign currencies are retranslated at the rates prevailing al the
statement of financial position date (closing rate), Non-monetary items that are measured in
terms of historical cost in a [oreign currency are translated using the exchange rate at the date of
the transaction. Non-monctary items that are measured at lair value in loreign currency are
transtated using the exchange rales at the date when the fair value was determined,

Fxchanpe differences arising on the settlement of monetary ilems or on translating monclary
items at rates different from those at which they were translated on initial recognition during the
year or in previous financial slatements shall be recognized in the statement of profit or loss in
the year in which they arisc.

o. Contingent labilities
Contingent liabilities are possible obligations depending on whether some uncertain future
events occur, or they are present obligations bul payments are not probable or the amounis
cannot be measured reliably,

p. Critical accounting judements and key sonrces of estimation HACErIainy
While applying the accounting policies as stated in Nole 3, management of the commpany has
made certain judgements, estimates and assumptions that are not readily apparent from other
sources. 'The estimates and associated assumptions arc based on historical expericnce and other
factors that are considered to be relevant. Actual results may differ from (hese estimates.

The estimates and underlying assumplions are reviewed on an ongoing basis. Revision to
accounting estimales are recognised in the vear of the revision in which the estimate is revised if
the revision affeets only that period, or in the year of the revision and future periods il the
revision affects both current and future years. The significant judgements and estimates made by
management that have a significant risk of causing a material adjustments to the carrying
amounts of assets and labilities within the next financial vear are;



METHAQ TAKAFUL INSURANCI: COMPANY P.S.C.
LNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
{AMOUNTS ARE EXPRESSED IN TLA T, DIRHAMS)

1) Lnearned conivibution reserve
‘The provision for unearned conlribution represents that portion of contribution received or
reccivable that relates to risks that have not yet expired al the reporting date. The provision s
recopmsed when contracts are entered inte and contribution are charged, and is hrought to
account ay contribution income over the term of the contract in accordance with the pattern of
lakalul service provided under the contract,

ny Faivvalue of unguoied equity Drvesiments
External valuers were involved [or valuation of significant investment propertics. Sclection
criteria for valvers include market knowledge, reputation, independence and  whether
professional standards are maintained, The manapement decides, after discussions with the
Company’s external valuers, which valuation techniques and inputs to use for each case.

i) Smpairment af contributions and retakafild balances veceivables

An catmale of the collectible amount of tlakalul and other receivables 15 made when collection of
the full amount is no longer probable. This determination of whether the takaful and other
reecivables are impaired entails the Company in evaluating the credil and liguidity position of
the policyholders and the takaful companies, historical recovery rates including detailed
wvestigations carried out and fecdback received from the legal department. Impairment of
takaful and other receivables as al 31 December 2020 amounted to AED 49200208 (31
December 2019: AED 49200 208),

) The wliimate lability arising from claims made wnder iakaful coniracts

The estnation of ultimate liability arising (rom the claims made under takalul contracts is the
Company’s most critical accounting estimate. There are sources of uncertainty that need to be
considered in the estimate of the liability that the company will eventually pay for such claims,
Cstimates have Lo be made both for the expeeled ullimate cost of claims reporled at the end of
the reporting penodd and for the expeeted ultimate cost of claims incurred but not reported
(“IENR") al the end of the reporting period. Liabilities Tor unpaid reported claims are estimated
using the inpul of assessments for individual cases reported to the company and management
cstimates based on past claims settlement trends for the claims incurred but not reported. At the
cnd ol cach reporling period, prior year claims estimates are reassessed for adequacy and changes
arc made 1o the provision. Gross provision for IBNR as at 31 December 2020 amounted to ALD
257970934 (31 December 2019 ALD 276,196,776) as detailed in note 7.



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.,
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ULALE. DIRHAMS)

4.

Cash and hank balances

CASH AND CASH EQUIVALENTS
a) 1) This item consists of the following:

2020

11,340,514

2019

14,272,510

Term deposita 3,016,827 22,9380 426
Clash and bank balances 14,357,342 37.261.936
Term deposils with original maturity of
moie than three months (3,016,827)  (22,080,426)
Total - Exhibit D 11,340,514 14,272,510
1) Takatul and operations assets - Bxhibit A o.070.635 12,454.876
Shareholders' assets - Exhibit A 2,269,879 1,817,634
Total - Note 4 (a) (i) 11,340,514 14,272,510
b} Term deposits represent deposits held with islamic linancial institutions in the UAE, are

£,
al

by

denominated in UAE dirhams and carry profit at the prevailing market rates ranging fram 2.5% to

2.8% per annum (31 December 2019: 2.5% 1o 3.4%).

STATUTORY DEPOSTT

[n accordance with the requirement of Federal Law No. 6 of 2007, concerning Insurance Companies
and Agents, the company maintains a bank deposit amounting to AED 6,000,000 s of 31 December
2020 which cannet be utilized without the consent of the UAL Insurance Regulatory Authority.

INVESTMENTS IN FINANCIAL ASSETS

This item consists of the [olowing: 2020 20149
lvestment designated of fair value through other

comprehensive meome (VTOCT) - Note 6 (h) - Exhibit A 17,000,040} [ 5.000,000
Investment designated at afan value through

profitor Toss (Y TPL) - Note 6 (¢ } - Bxhibit A 713,552 921,919
Tutul 17,713,552 15,921,910

INVESTMENTS DESIGNATED AT FAIR VALUE THROUGH QTR COMPREIINSIVE INCOME (FVTOCH

Changes in investments designated at fair value through other comprehensive income (I'VTOCT)

for the vear are ay follows:

20210
15,000,000
2,000,000

lair value at | January 2020
Aildihions
(Decrense) in fair value taken

tor other comprehensive income - Exhibit B3

20109

3,544 000
15,000,000

(3,544.000)

Fair value at 31 December - Note 6 (a) I?J}{]{L!Il.lﬂll_

| 3, 000 O

0



METHAQ TAKAFUL INSURANCIE COMPANY P.S.C.
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN UAE DIRHAMS)

e INVESTMENTS DESTGNATED AT FAIR VALUE THROUGH PROFIT OFR LOSS (801TPL)

Changes in investments designated al fair value through profit or loss (FVTPL) for the VCAr are 45

follows:

20210 2019
l'air valuc at the beginning of the vear 921,919 1,243,148
{Deercase) in Tair value talken to
prolitor loss - Exhibit B (208.367) {321,220
Fair value as at 31 December - Note 6 (a) 713,552 921,919

d} the geographical distribution for the investments in financial assels is as follows:

2020 20109
Within UAE 17,713,552 15,921,919
Total - Note 6 (b & ¢) 17,713,552 15,921,010

TAKAFUL CONTRACT LIABILITIES AND RE-TAKAFUL CONTRACT ASSETS

a) Thisitem consists of the [ollowing: 2020 2019
Gross outstanding claims
Outstanding claims 108,757,290 26,151,054
lneurred but not reported reserve 138,219,012 141,614,772
Unallocated loss adjustment expense reserve 5,515,969 6,400,128
Lnexpired risk reserve 5,478,663 2,024,822
Total - Exhibil A 257,970,934 276,106,776

Retakafunl share of outstanding claims
Cutstanding claims
[ncurred but not reported rescryve

40,816,950
92,591,004

Unexpired risk rescrve

38,728,756
65,643,760
1,221 118

Total - Exhibit A 133,407,954

105,593,634




MITHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS

(AMOUNILS ARE EXPRESSED IN UALE. DIRHAMS)

)

il

Net technical provision

Outstanding claims

[ncurred but not reported reserve
Unallocated loss adjustment expense reserve
Unexpired risk reserve

(A
-
—
[ 3]
=

67,940,340

2016

B7.422. 2408

Total

CONTRIBUTIONS AND RETAKAFUL BALANCES RECEIVABLE

This item consists ol the following:

Due from policyholder
Duc from insurance and remsurance companies
Due from related parties - Note 20

Impairment of takaful & retakalul contract receivable - Note 3(h)
bmpairment ol related party receivable - Nole 8(c¢)

Balance at 31 December - Exhibit A & Note 8 (d)

Tmpatrment of takafid & retakafild contract receivable
This item consists of the following:

Balance ar 1 January
Charge for the vear - Exhibit B

Balance at 31 December - Note 8 (a)

Impairment of relaled party veceivable
This item consists of the following:

Ralance at 1 January

Balance ar 31 December - Note § (a)

Apgeing of takaful and retakaful contract receivables are as follows:

| - 90 days
B - T8I days

45,628,008 75,971,012
5,515,969 6,400,128
5,478,663 803,704

124,562,980 170,603,142
2020 2019
117,215,376 99,265,160
190,924,788 214,679,275
5,196,806 5,508,550
313,336,970 319,542,945
(44,012,402) (44,012 400)
(5.196,806)  (5,196.806]
264,127,762 270,333,777
2020 20109
(44,012,402)  (40,658,135)
(3,354.267)
(44.012,402)  (44,012.402)
2020 20109
(5,196,806)  (5,196,806)
(5.196,806) (5,196,806
2020 2019
137,096,757 189,848,504
23,888,295 12,300 945
23,138,801 21,561,140

PR - 360 days
Above 300 days

80,003,909

40,623,098

Balance at 31 December - Note 8 (a)

264,127,762

130,333,577




METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN 1LAF, DIRHAMS)

9. PREPAID EXPENSES AND OTHER ASSETS
a) 1) This item consists of the following:

Advances towards formation ol companies

Prepaid expenses

Accrued prolits from investment deposits

Refundable deposits

Advances for investments

Other receivable and advances Lo supplicrs

MNet

[mpairment of advances und other reecivables - Note 9 (h)
'I'otal - Exhibit A

1) This item consists of the following:
Takaful operations assets - Exhibit A
Shareholders’ assets - Exhibit A
Total

by Impairment of advances and other receivables
1) This item consists of the following:

I3alance at | January
Balance at 31 December - Note 9 (a)

1y

2020 2019
823,388 823,388
2,226,650 1,112,049
200,108 550,067
1,687,199 1,633,799
3,506,950 3,506,950
3,532,417 10,262,602
11,976,712 17,88 855
(3,849.918) (3,849,018
8,126,794 14,038.937
2,015,392 8,566,384
6,111,402 5,472,553
8,126,704 14,038,037
2020 2019
(3,849,918) (3.849,918)
(3.849.918)  (3,849.918)
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METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
PUBLIC JOINT STOCK
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ULA.F. DIRHAMS)

by i)

INVESTMENT PROPERTIES

This item consists of the following : Buildings Tatal

ARD ARD
At 1 January 2020 142,360,000 142,360,000
3 December 2020 142,360,000 142,360,000

A building, located in Abu Dhabi, purchased in 2010 and held for lemg term rental viclds,

As al year end, the investment property was repistered and held in trust i the name of
another party, for and on behall’ of the Company and was not yet transferred ta the
Company. Management is still in the process of lormalizing the necessary registration
procedures to transfer the title to the Company’s name,

1} A plot ol Tand in Abu Dhabi that is held in the name of o related party, for and on behalf ol

c)

the company.

Investment propertics are stated at fair vulue which represents the amount al which the
assels could be exchanged botween a knowledgeable, willing buyer and a knowledgeable,
willing seller in an arm's length transaction at the date of valuation. The fair value of the
investment propertics at 31 December 2020 are determined by independent values using the
income and comparable methods. Management believes that fair value has not chungeil
significantly during the year,

The tair value were determined based on capitalization of net income method, where the
market rentals of all lettable units of the properties in the neighborhood. The capitalization
rate adopted s made by reference 1o the vield rates ohserved by the valuer for similar
properties in the localily and adjusted based on factor specific Lo the respective properties,
In csuimating the fair value of the properties, the highest and best use of the propertics in

current use,

The invesiment properties are classified as level 3. There were no fransfers between level 1
and 2 or to level 3 during current and [reVIous yoar,

The rental income for the vear amounted to AED O09.860 (31 Decomber 2009: AED

BI2.990) and building expenses 31 December 2020 amounted 1o AED 76,276 (3]
December 2009: ALD 94,6303

41
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a)

b}

METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

NOTIS TO FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN ULALE, DIRTIAMS)

END OF SERVICE BENEFI'TS OBLIGATION

The detmls of movement in the accounts during the vear arc as follows:

Balance at | JTanuary

Charge during the vear

Scttlements

Balance at 31 December - Exhibit A

LOAN FROM SHAREIIOLDERS
This it consists of the lollowing:

PPolicyholders' ind
Al January

Surplus for the vear
As at 31 December

Loan from shareholders to policyholders
AL Januaary

Met movement during the vear

Taotal

Adlowance for loan 1o policvholders

Asat 31 December

(1,843,098)

2020 2019
4,122,164 3,088,178
1,002,170 1,163,190

(2.123,855) (129.204)
3,000,479 4,122,164
2020 2019
(186,457,058)  (206,532,287)
1,843,008 20,075,229
(184,613,960)  (186.457.058)
186,457,058  206.532.287

(20,075,229

184,613,960
(184,613,960)

186,457,058
(186,457,058)

The deficit in the policyholders' fund is financed by the sharcholders through a Qard Hassan Loan.
The sharcholders have funded the deficit in the policvholders' fund in accordance wilh (he
company's policy through a Qard Hassan (free of finance charge) of AED 184,613,960 as ol 3]
December 20200 (31 December 20189 AED 186,457,058) with no repayment terms. During the vear,
(ard Hassan with a nominal value of ACD 1,843,098 (31 December 2019 200075229 was
tecovered and the recovery of the same amount was recognised o the statement of profit or loss

attributalle to sharehalders,

Although recoverability ol the remaining loan halunce is uneerlain, managemen! expects o recover

it from future profits from tukatul operations.

SHARE CAPITAL

This item consists of the following:

Authorized, issued and lully paid
P00, 000 shares of ALD | cach

42

150,000,000

150,00, CHO




METHAQ TAKATI'UL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATLS

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ULALK. DIRIIAMS)

| 5.
a)

[ 6.
i)

MUDAREB SHARE AND WAKALAH FEILS
The sharcholders manage the takaful operations for the policyholders and charge the Tollowing
range of pereentages of gross takaful contributions as Wakalh fees:

20210 20109
Motor 3045 3084
Medical 154%, 1 5%
All other takalul classes 30%% 305

The sharcholders manage the palicyholders' investment fund and charge 10% (31 Decomber 2019
LO%) of mvestment income earned by policvholders' investment find as Mudareb share. Tnvestment
income earned by policyholders' investment find as well as Mudarch share amounted to AED nil (3l

December 2019 nil),

BASIC AND DILUTED EARNINGS PER SHARFE
Basic earnings per share is calculated by dividing the net profit for the year by the weighted average
number of shares outstanding during the vear as follows:

20210 2019
P'rofit for the vear - Exhibit B 8,229,177 1385,0?4_.
Ordinary shares in issue throughout the yvear ES0,000,004) [ SO0, GO0
Basic and diluted camings per share OS5 0.026

Lhe company has not issued any instruments which would have o dilutive impact on tnpact on
earnings per share when converled or excrcised.
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METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAD EMIRATES

NOTES TO FINANCIAL STATEMENTS

15,

&

CONTINGENT LIABILITIES

This item consists ol the following: 2020 2019
Tetters of guarantee 0,288,717 6,359.420

RISK MANAGEMENT

The company monitors and manages the financial risks relating to its business and operations, These
risks include takalul risk, capital risk, credit risk, interes! rate risk, market risk, foreign currency risk
and ligquidity risk.

The company seeks (o minimize the effeets of these risks by diversifying the sources of its capital. 1t
maintains tmely reports about its risk management function and monitors visks and policies
inplemented 1o mitigate risk exposures.

a) Tecafid visk
The risk under any one takatul contract is the possibility that the insured cvenl vecurs and the
uncertainty of the amount of the resulting claim. By the nature of an takaful contract, this risk is
random and therefore unpredictable,

lior a portfolio of takalul contracts where the theory of probability is applied to pricing and
pravisioning, the principal risk that the company [aces under its takaful contracts is that the
actual claims and benelil payments exceed the cstimated amount of the takaful liabilities, 1his
could oceur because the frequency or severity of claims and benefits are preater that estimated.
takaful cvents are random and the actual number and amount of claims and henefits will vary
from period to period from the estimate established using statistical techniques.

Experience shows that the larger the portfolio ol similar takaful contracts, the smaller the relative
variability aboul the expected outcome will be. In addition, a more diversilied portfolio is less
likely o be aflected across the board by a change in any subset of the portfolio.  The company
has developed its takatul underwriting strategy to diversify the Lype of takaful risks accepted and
willim each ol these categorics to achieve a sufficiently large population of risks to reduce the

vartahility ol the expected outcome.

The company manages risks through its underwriting strategy, adequate retakaful arrangements
and - proactive claims handling,  The underwriling strategy attempts o ensure that the
underwritten risks are well diversified in tens ol type and amount of risk, trdustry anil
geography, Underwriting Hmits are in place to enlorce appropriate risk selection criteria.

47



METHAQ TAKAIUL INSURANCE COMPANY P.S.C.
LNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U ALK DIRTTAMS)
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Capiial risk
The company's objectives when managing capital are -

To comply with the insurance capital requirements required by UAFE lederal Law No, 6 of 2007
cancering the formation ol Insurance Authority of UAL.

To safeguard the company's ability to continue as a going concern so hat it can continue to
priveide returns for shareholders and henefits for other stakeholders.

Fo provide an adequate retwn to shareholders by pricing takalul contracts commensurately with
the level ol nisk,

n UAE, the local insurance regulator specifies the minimum amount and type of capital that
must be held by the company in relation to its insurance labilities. The minimum required
capital (presented in the table below) must be maintained at all times throughout the year, The
company is subject lo local insurance solvency regulations with which il has complicd with
during the year.

The table below summarizes the minimum regulatory capital of the company and the tolal capital
held.

2020 2019
Tural sharcholders! equity 150,000,000 1 50O, OO0
Minimum regulatory capital 100,000,000 LO0.000,000

Clredhit visk
Credit risk refers 1o the risk that a counterparty will delault on its contractual obligations
resulting in financial loss to the company.

ey areas where the company is cxposed to credit risk are

Re-takalulers' share of takaful liahilities.

Amounts due from re-takalulers' in respeet of claims already paid.
Amounts due from Llakaful contract holders.

Amounts due Trom takaful intermediaries (Note £).

Amounnts due from banks for its balances and fixed deposits (Note 4,

The company has adopled a policy of only dealing with ereditworthy counterparties as 2 means
ol mitigating the risk of financial loss [rom defaults. The company's exposure and the credit
ratings of its counlerparties are continuously monitered and the aggregate value of transactions
concluded is spread amongst approved counterpartics. Credit exposure i controlled by counter

party limits that are reviewed and approved by the management annually,

4%



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UMNTED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN LLAL. DIRHAMS)
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Re-takalul 15 used to manage takafol risk. This does notl, however, discharge the company's
lizhility as primary insurer. If a re-insurer lails to pay a claim for any reason, the company
remains lable for the payment to the policy holder. The creditworthiness of re-insurers is
consideradd an an annual basis by reviewing their financial strength prior to finalization of any

contract.

The company maintains record of the payment history for signilicant contract holders with whoin
1l conducts regular busimess, The exposwre to individual counterparties is also managed by other
mechanisms, such as the right of offsct where counterpartics are both debtors and creditors of the
company. Management information reported to the company includes details of provisions Tor
impairivent on takaful receivables and subsequent write offs | Bxposures 1o individual policy
holders and company's of policy holders are collected within the ongoing monitoring ol the
controls. Where there cxists significant exposure to individual policy holders, or homogenous
conpany's ol policy holders, a linancial analysis cquivalent to that conducted for re-insurers is
carricd out by the company.

The carrying amount ol financial assets recorded in the  financial statements, which is net of
impairment losses, represents the company's maximum exposure to credit risk for such

receivables and liquid [unds.

Tnterest rate rish

The company 1s exposed to interest rate risk resultant [rom its banking facilities and bank lixed
deposil. Management try (to the exlent possible) to manage interest rate risk through maintaining
an appropriate mix between fixed and floating interest rates balances at the start of the financial
year,

Mardoet risk

Market prices risk s the risk that the value ol a Gnancial instrument will fluctuate as a result of
changes in market prices, whether those changes are caused by faciors specific to the individual
mstrunient or its issue or laetors affecting all instruments traded in the market.

The company is exposed to markel risk with respect to its investments in financial assets
available for sale, investments designated at fair value through profit or loss and invesiments

propertics.

Fareign currency rizk
The company undertakes cerfain transactions denominated in lorergn currencies, which imposes
sort of risk due to fluetuations in exchange cates during the vear. The UAL Dirham is effectively
pegeed to the US Dollar, thus foreign currency risk oceurs only in respeet of other cumrencies,
The company maintains policies and procedures to manage the exchange rale risk EXPOSUTE.

4



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

NOTES TO _FINANCIAL STATEMENTS

(AMOLNTS ARE EXPRESSED IN 1AL, DIRITAMS)

g) Liguichiv rivk

The company’s board of directors adopted an a ppropriate liguidity risk management framework

as the responsibility of liquidity risk management rests with them.

The following table shows the matarity dates of company's lnancial assets and labilitics as at 31

Decomber 202100

Fiuancial asvers

Cash emd cash equivalents

Term deposils

statutory deposits

Retakatul share ol unearned contributions
Investments  designated  at Tair value
through other comprehensive income
(FVTOCT

nvesiments  designated at fair value
through profit and loss (FVTPL)

Contmbutions and retakaful balances receis

Delerred acquisilion costs
Retakaful share of outstanding claims
Tuoial

Financial liahifities

Takaful pavables

Oulstanding claims

Retakaful payables

Acerued cxpenses and other liabilitics
Trade payables

Uncamed retakaful commission income
Unearmed contributions

Other payable

End of service hencfits abligation

Total

than I year than | vear Total
11,340,514 11,340,514
3,016,827 _— 3,016,827
6,000,000 6,000,000
89,322,311 89,322,311
17,000,000 17,000,000
713,552 713,552
264,127,762 e 264,127,762
34,611,614 — 34,611,614
133,407,954 - 133,407,954
553,540,534 6,000,000 559,540,534
75,075,069 75,075,069
257,970,034 e 257,070,034
85,129,414 85,129,414
7,637,738 7,637,738
1,197,131 1,197,131
30,509,001 30,500,001
157,649,724 e 157.649,724
349,280 549,280
3,090,479 3,090,479
615,718,291 3,090,479 618,808,770

2



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN UA L. BHRHAMS)

The following table shows the maturily dates of company's Fnancial assels and liabilities as at 31
December 20019,

Dol assels

Cash and cash equivalents

Term deposits

statutory deposils

Retukatul share of unearned contributions
vestments  designated at fair value
through ather comprehensive meome

(FVTOCT)

Investments desipnated at fair wvalue
through profit and loss (FVT1L)
Contributions and retakalul halances receis
Deferred acquisition costs

Retakaful share of outstanding claims

Tiual

Financiad Bahilivies

Takalul payahles

Outstanding claims

Hetakatul pavables

Accrued expenses and other liabilitics

Trade payables

[ mearned retakaful commission income
Loneamned contributions

Other pavable

Lind of service benelis obligation

Tostal

than | year than 1 year Total
14,272 5110) e | 4,272,510
22 OR9 420 - 22,980 420
- 6,000, 0010 (5,000,000
75,810,294 m——- T5.R10,294
| 5,000,000 - 15,000,000
921,919 ———- 421,910
270,333,777 — 270,333,777
16,767,865 s 16,767 865
135,593 634 - 105,593,634
521,689.425 0, 00000 527,689,425
48,790,674 e 48,799,670
276,196,770 - 276,196,776
LELOTO107 - 111,070,107
5597578 -- 4,507 578
557283 - 357,243
23410918 i 23410916
127,536,143 - 127,536,143
977 306 - 077,396
- 4122164 4122164
597 145,878 4122 164 601,268,042




METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN UA K. DIRIIAMS)
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RELATED PARTIES

2

I3

(5.196,506)

This item consists of the following: 2020
Emirates Aqua Technologies Caviar Factory 2,340,533

Bin Salem Group 2,856,273

Total - Note 8 (a) 5,196,806

fmapirment of related party reccivable - Note 8(c) (5,190,800}
Total - Note 8 (a) ----

GENERAL

The figures in the financial statements are rounded to the nearest Dirham of United Arab Fmirates,

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Board of Directors and authorized for issue. On

their board meeting dated 18 March 2021,



