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METHAO TAIGFUL INSURANCE P.S.C.

Report of tbe Bo$d of Dlrectors
for the yerr erded 3l DeceEber 2021

The Shsrcbolders'

Perce be upon yo[

On behalfofthe Boad ofDirectors, we are pleased to present the financial results of Methaq Takaful
Insulanc.€ PSC for the year ended 3l December 2021.

The Company has recognized a net loss of AED 7,556,730 for the year ended 3l Decernber 2021

compared to a net profit of AED 8,229,177 for the year ended 31 December 2020.

Managsment has implemented thet strategies in the year 202l in respect of underwriting and claims
management process according to the below results :

Brief of the statcmcnt of finrrcirl position: 2020

Total assets

Total liabilities
Total Shareholders' equity

Briefof th€ iocome slrt€meot:

Total revenues (gross contibutions written)
(Irss) / profit for the year

(tnss) / eaming per share

759,922,078

675,172,433

u,749,245

301,s87,r79
(7,ssc730)

(0.0s0)

'1 I |,t 14,7 45

618,808,770

92,305,975

282,081,395

8,229,n7
0.055

As for the Company's tuture plans for the year 2022, the Company has developed plan slpponed by a set of
ambitious goals especially takaful portfolios and retakaful agreements, The company expects a signilicanl
improvemenl in performance and results for 2022.

Methaq has a very sound corpomte govemance in place and all the regulatory and legislalive compliance is

made timely, thereby reflecting a positive image ofthe Company.

l
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Report of the Board of Directors
for the year ended 31 December 2021 (continued)

On behalf of the Board of Directors, we reitemte our commitment to the gro\ryth and development of the UAE
and particularly to Abu Dhabi's 2030 vision under the leadership of His Highness Sheikh Klalifa bin Zayed
Al Nahyan, the President ofthe UAE and the Ruler ofAbu Dhabi and His Highness Sheikh Mohammed bin
Rashid A1 Makoum, the Vice President, lhe Ruler ofDubai, and His Highness Sheikh Mohammed bin Zayed
Al Nahyan, the Crown Prince and all the Rulers ofthe UAE.

We also take this opportunity to thank and appreciate the staff and the mzrnagement of Methaq Takaful
Insurance Company PSC for their continu€d effons, hard work, and sincerity. We also express our sincere
thaDks to the Company's Shareholders and clients.

Khalaf Mohammad Al Nakkas
Chairman ofthe Board ofDirectors

l8 March 2022
... :
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@Talal Abu-Ghazaleh & Co. International IAGdrdit

GIobal Compary forAuditiDg snd Accounting : l-rk' i.t--LvJ a+_:6r: i!_____.i

Report on the Audit ofthe Financial Stttements

Adverse Opinion
We have audited the financial statements of Methaq Takaful Insurance p.S.C. _ Abu Dhabi, rvhich
comprise the statement of financial position as at 3 I December 2021, the statements of profit oi loss
and other comprehensive income, chalges in equity and cash flows for the year ther ended, and notes,
comprising significant accounting policies and other explanatory information.

In our opiaion, because ofthe significance ofthe matter discussed in the Basis for Adverse opiaion
section of our report, the accompalying finaflcial statements do not present fairly the financial
position of the conpany as at 31 December 2021, and its financial perfomance and its cash flows for
the year then ended in accoldance with lntemational Financial Reporting Standards (lFRSs).

Basis for Adrerse Opinion

- The Company incurred a net loss ofAED 7,556,730 dudng the year erded December 31, 2021,
accumulated losses of AED 71,532,116 (2020: AED 46,255,336) which exceeded 47.69 % of
the share capital and cash florvs used in operating activities amounring to AED 7,S44,4g9 (2020: AED 20,501,336) as of that date. The management of the company didn,t provide any
forecasting technique and methodology those can be used to survive in ihe;arket.

The investment fah vallle reserve showiog deficit of AED 17,720,000 \.vhich was carried
fonvard aom year 20i9. current year company has tra'isferred investment fair varue deficit of
AED_ 17,720,000 to retained eamings rather than restated their previous financial statements.
This talance is related to Emirates Aqua Technologies Caviar lactory L.L.C., tvhich is under
liquidation and the operations have been halted, hence investment is highly unlikeiy to be
recovered, As per IFRS 9 financial instrument losses on financial assei through other
comprehensive income should be.ecognized ir other comprehensjve income to the extent that
it is reversing a prior uprvard revaluation, and any remaining balance should be recorded in
profit and loss account. The impairment loss on other comprehensive income recognized in
iovestment fair value reserve should have been recognizetl in profit and loss mther than
investment fair vaiue reserve, this leads to overstatement of state;nent of profit & loss from
yeals 20]5 to 2019 and unde$tatement ofaccumulated losses ofAED 17,:/10,000.

Zayed First St. (Electra), Glot al Tower
3'd Floor, Omce No. 303,304
Tek +971 2 6724425/6
Fa\| +9712 6723526167 65001
P.O.Boxr 4295, Abu-Dhabi, UAE

I
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tagco.abudhabi@tagi.com
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IndeDendent Auditor,s Report

The Shareholders,
Methaq Takaful Insurance p.S,C.
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IndeDendent Auditorrs ReDort to the sh of Methaq Takaful Insursnce
P.S.C. for thc vear ended 3l December 2021 (continued)

We would like to draw attention to Note 7 of financial statements in which investments
designated at fair value through other comprehensive income (FVTOCI) amounting to AED
17,000,000 as of3l December 2021 (2020: AED 17,000,000) is under the name of Mr. Saleh
Salem Saleh Nasar Al Ameri. As of that date, tiltle deed is not tmnsfer to the name of the
company. We were unable to determine whether any adjustments to this amount werc necessary.

Investment properties are carried in the statement of financial position arnounting to AED
172,905,500 for which the master developer did not transfer the titles to the rlame ofthe group,
pending the settlement oftitle's transfsrs fe€s. The company took lwo valuation rsports for each
property with the difference and recognized in the financials on average basis. The valuations
are based on proposed plan assumptions. we were unable to determine ifthejudgments applied
and estimates made in the valuation ofinvestment properties were apFopnate.

We have not recaived direct bank (Emirates Islamic Bank) confirmations as at 3l December
2021. We were unable to obtain sumcient appropriate audit evidence about the carrying amount
AED 2,512,219 (Note 5) as at 3l Decrmber, 2021 by other audit procedures.

The employees advances arc caried in the statement of financial position at AED 852,097 out
of which some employees were left the companys ard their balance was AED 691,189 neither
these balances are tested for impairment as per IFRS 9. We are unable to obtain sufficient
appropriate audit evidence regarding the recoverability of the outstanding balance.

The Company's has recognized Contributions and retakaful balances receivables amounting to
AED 320,986,182 as Note 9 as at 3l December 2021 included due from policyholder AED
144,790,064 and due from insurance & reinsumnce companies AED 176,196,118. The
Companys financials indicate that, impairmeots of receivables as at 3lst December 2020 was
AED 44,012,402 which is not sufficient. From that date to onward receivables has not been

tested for impaiment as per IFRS 9 (ECL) that can create major impact on financials.

In 4th Quarter, maflagemenl didn't ransfer excess ofloss (XOL) premium as an expense fiom
prepayments amounting to AED 1,076,279 in Note 10. Due to which assets arc overstated and

other Comprehensive losses are understated.

One employee ofthe company, who were issued policies amounting to AED 11,538,532 against

the security cheque amounting to AED 7,000,000 only. During the year employee left the

company. We have not received suffcient and appropriated evidences regarding the

recoverability ofthe outstanding balance, neither tested for impairment as per IFRS 9.

Since 2013, Advances for investme s amou ing to AED 3,506,950 are reflecting in other

assets (note l0). We have nol received sulficient and appropriated eviderces rcgarding for these

transaction. We have not beeo able to satisry ourselves by using other audil procedwe, whether

these advalces are rccoverable or not.

@



Indepeodent Auditorrs Report to the shareholders of Methaq Takrful Insurance
P.S,C. for the year ended 31 December 2021 (continued)

As per the agreemgnts of reinslrred companies, percentage (5070 maximum) premium share of
each policy related to rcinsumnce company is recognized as a Retakaful contribution. We have

observed current year's 5070 premium share of retakaful contribution has been recognized after
deducting a certain amourrt. Total affected accumulated balance arc AED 57,979,800 as of 31

December 2021. We have not received sufflcient and appropriated evidences from treaty
agreement ard board approval as per policy and procedure. We have not been able to satisry

ourselves by using other audit procedure, whether these advances are recoverable or not. Which
can create major impact on financials, current year losses and payables balancgs are understated

with respective balance.

During the year, we observed unusual differences between outstanding claims and retakaful

shar€ of outstanding claims their balances (outstanding claim AED -3,123,9'74 and retakaful

share ofoutstanding claims AED 19,725,320). We have not received sulfrcient and appropriated

evidences regarding for these transactions. We have not been able to satisfy ourselves by using

other audit plocedure.

The Company has reduced claim paid and outstanding claim balances amounting to AED
35,786,547 and AED 7,852,270 respectively. Which can create major impact on financials,
cwrent year losses and payables balances are understated. We have not received suflicient and

appropriated evidences regarding for these adjustments. Consequently, also we were unable to
detemine the basis of calculation.

we conducted our audit irl accordance with Intematio[al standards on Auditing (lSAs). Our
responsibilities under those standards are further described in the Au.litor's Responsibilities for the

Audit of the Financial Stateme ts 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 statements in
United Arab Emirates, and we have fulfilled our othe, ethical responsibilities in accordance with
these rqluiremelts. We believe that the audit evidence we have obtained is sufficient and appropriate

to provide a basis for our adverse opinion.

Key Audit Mat ers

Key audit matters arg those matters that, in our professional judgment, werc ofmost significant in the

audit ofthe finalcial statements of the current year. These matteN were addressed in the coatext of
our audit of the fitrancial statemelt as whole, and in forming our opinion thereon, and we do not

provide a sepamte opinion on these matters.

Estimatio urrcefioinq with respect lo lhe easurernefi of ouEtdnding claims liabilities
The ft ancial statement fisk
As described in Note 8 to the financial statements of the company, outstanding claims liabilities

amounted to AED 2'79,89'7,097 which includes rcported claims of AED I I 1,880,564 and claims

incurred but not reported (IBNR) of AED 150,054,052. The retakaful share of outstanding claims

amounted to AED 60,542,270 at the reporting date.

The outstanding claims liabilities at the repofiing date represent the company's expectations regarding

future payments for known and unknown claims including associated expenses. The company uses

various methods to estimate these obliCatiom
7



Independent A s ReDort to the shsreholders of Takaful lnsurance
P.S.C. for the vear ended 3l December 202 I (continued)

Measuremeflt ofthese outstanding claims is highlyjudgnental, and rcquires a number ofassumptions

to be made that exhibit substantial estimation uncertainty. This is particulady the case for those

obligations that are recognized irl respect of claims that have been incurred but not reported to the

company ("IBNR"), Certain lines of business also contain grcater inherent uncertainty. for example.

those where claims emerge more slowly over time, or where there is geater variability in claim

settlement amounts. The key assumptions that drive the outstanding claims calculations include loss

ratios, estimates of the liequency and severity of claims and, where appropriate, discount rates for

longer tail classes ofbusiness.

The valuation of outstanding claims liabilities depends on accurate data about the volume, amount

and pattem of curent and historical claims since they are often used to form expectations about futule

claims. If the data used in calculating outstanding claims liabilities, or for forming judgnents over

key assumptions, is not complete and accuate, then material impacts on the valuation of such

liabilities may arise.

In addition, the valuation ofthe retakaful share ofoutstanding claims is deperdent on, but not directly

correlated to, the valuation of the underlying claims outstanding. There is judgnent involved in
ascertaining the level ofreinsurance share of IBNR held, which depends on the specific terms ofthe
reinsuance conhacts in place.

We considered the measurstnent ofthe outstanding claims liabilities as a key audit matter due to the

quantitative materiality ofthese obligations for the assets, liabilities and financial performance ofthe
company as well as the significant judgments afld the associated uncertainties in the estimates made

by management in determining the amount ofliabilities.

For fufiher informatiofl on the accounting policies relating to this key audit matter refer to Note 4 (d)

as well as Note 4 (p) for disclosures about its key sources ofestimation uncertainty.

How the ,rrattet b'as addrcssed ifi ,he audit
We established an audit approach which included both testing the design and operating eff€ctiveness

of intemal controls over the measuement of outstanding claims liabilities and retakafirl share of
outstanding claims as well as risk-based substantive audit procedurcs.

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 estimated amounts of specific

cases were adequately documented and substantiated by, for example reports from loss

adjusters.

- We assessed the competence, capabilities, qualifications and objectivity ofthe extemal actuary

engaged by the company for the valuation of technical provisions.

@



Independent Auditorrs Rcport to the shareholdcrs of Ilethaq Takaful Insurance
P.S.( . for thc \'car ended -1 1 Dccembcr 2021 (contir ued)

We considered the results of the third-pany actuarial valuation of the outstanding claims
liabilities to identify and understand any significant differences in the liabilities as compared to

management's estimates and prior period arnounts.

We compared claims transactions on a sample bosis with supporting documentation to evaluate

whether the claims reported duing the rcporting period were rccorded in accordance with the

compaoy's intemal policy.

We inspected significant arrangernents with reinsurers to obtain an understanding of contmcts

terms and assessed that recoveries from reinsurance on account of claims reported has been

accounted for based an prevailing terms and conditions.

Estintalion ancertainty with rcspect to ptoisions Ior uneamed contribation ruserves

The financial statemenl risk
The company underwrites various classes ofbusiness which exhibit different risk pattsms and tails of
business. Gross contributions written comprise the total amount ofpremium receivables for the entire
period covered under an insumnce contact and are recognized on the date on which the insurance
policy commences. The company rcrords a portion of net retained contributions as rmeamed

contribution reserues to cover the financial risks that have not expirtd at the reporting date. The
application of an appropriale eamings pattems is therefore necessary in order to cam revmue in
accordance with the financial risk of claims occurring for insurance policies.

The uneamed contribution reserve is required to be calculated in accordance with the UAE Insurance
Law relating to insurance and takaful companies.

The provisions recognized for uneamed contribution reserves amounted to AED 152,540,832 at the

end of the reporting period. For further information on the accounting policies relating to this key
audit matter refer to Note 4 (d) as well as Note 4 (p) fo. disclosures about its key souces of
estimation uncertainty.

How the maner was addressed in the audit
We established an audit approach which included both testiog the design and operating effectiveness

of intemal controls over revenue recognition and substantive audit procedures. Our audit procedures

in respect ofthis matter included, but were not limited to, the following:

@ I



Independent Auditor's Report to the shareholdcrs of lUcthaq Takaful lnsurance
P-S.C for thc December 2021 acontinued)

We assessed whether the company's rcvenue recognition policy complied with IFRSS and tested
the implenentation of those policies. Specifically, we considered whether the contribution or
takaful policies are accouDted for on the date of inception of policies, with the exceptioo of
contribution income on marine cargo policies which is accounted for on the expected date of
voyagg by testing a sample ofievenue items to takaful conkacts.

We compared the unearned contdbutions reserve balance recorded in the financial statements to
the reserve balance determined by the companys extemal actuary.

We recalculated, on a sample basis, the unearned contributions reserve based on the earning
period oftakaful contracts edsting at the end ofthe reponing period.

Orhet inlorrnaliol
The Board ofDirectors are responsible for the other information. The other infomation comprises the
Directors Report of the company but does not include the financial statements and our auditols report
thereon. Our qualified opinion on the financial statements does not cover the other information and
we do not express an audit opioioo or any form ofassumoce conclusion thereon.

Responsibilities of Monagenent arrd Those Charged uith Governaace lor
Financiol Stare e s

Management is responsible for the Feparation and fair presentation of the financial statements in
accordance with IFRS, and in compliance with applicable provisions of Company's Articles of
Association and Federal Decree law No. (26) of2020 amending some provisions ofthe Fedsral Iaw
No. (2) of 2015 and Federal Law No. (2) of 2015, and for such intemal control as management
determines is necessary to enable the preparation of financial statemeols that are free ftom material
misstatement, whether due to fraud or error.

tn prepaing the financial statements, management is responsible for assessing the Company's ability
to continue as a going concem, disclosing, as applicable, matters related to going concern and using
the going concem basis of accounting unless managsment either intends to liquidate the company or
to cease operations, or has no realistic altemative but to do so.

@ 10
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A ttitor,s ResponsibititiesJot the Aadit ofthe Fihsncio!
Our objectives are to obtain reasonable assurarce about whether the financial starements as a wholeare free from material misstatement, whether ar" to f.ura o, 

"oo., 
ana ,oi..o-" un urOnof, ,apon ,f,0,includes our opinion. Reasonable assurance is a high level ofassurance, but is not a guamntee that anaudit conducted in accordance with ISAs will alwa)s a.t".t u,nut..iui .ir.Lr'Jr"n, *r,., i, 

"*irtr.Misstatements can arise Aom fraud or error and are considered material if, individually or in theaggregate, they could reasonablv be exnected to influence the eco";;";H;, of users taken onthe basis ofthese financial statements.

As part of an audit in accordance with lSAs, we exercise professional judgment and mailtainprofessional skepticism rlu.oughoul the audir. We also:

Ideotiry and assess the risks ofmaterial misstatement ofthe financial statements, whether dueto fraud or error, design and perform audit pro..drr., ,"r;;;;; ;;* n"ir, ano 
"0r"," "rouevide[ce that is sufficient and appropnate to provide a basis for our opinion. .Ihe 
risk of notdetecting a mareriat misstatement resulting from f."rd i. h,gh; i;.;;; ine resulting frometror,. f frlud may involve collusion, forgery, intenrional omi-Jnr, rnl.rlai".ln,ution., o, *r"override of intemal control.

Obtain ar understanding of intemal conkol reievant to the audit in order to design auditprocedures that are appropriare in rhe circumsrances_, br, ,;, f;; ;;;;of 
"*p..rring unopinion on the effectiveness ofthe company,s intemal control.

Evaluate the appropdateness of accounting policies used and the reasonableness of accountingestimates and related disclosures made by management.

conclude on the appropriateness ofmaoagement,s use ofthe going co'cem basis ofaccountingard, based on the audit evidence obtained, *t"tt". u .ut"'ioiirni"i"i",r, 
"*Oo 

*f","a ,oevents or conditions that may cast significant doubt on the company's ubility to 
"onlinra ^ 

ugorng concem. If we conclude that a material uncertainty exists, rue are,.eq,rirea to arawattention in our audito/s report to the related disclosures inihe nnur"lA ]tit"_"ot. o., if.rcttdisclosures are inadequatq to modifo our opinion. Our conclusions *e iur.i on rt" araitevidence obtained up to the date of our audito/s report. Ho*au"., n tu." au*i, or corditionsmay cause the cornpany to cease to continue as a going concem.

Evaluate the overall presentation, structure and content of the financial statements, includingthe disclosures, and wherher rhe financiat statements rep**" ;;;;;;l;;;l.un,u"tion, unaevents in a manner that achieves fai, presentation.

Obtain sufficient appropriate audit evidence regarding the financial information ofthe entities orbusiness activitier within the company to express an opirion on the financial sratements we areresponsible for the direction, supervision and performance of,n" 
"o,"puny-urai,. 

we remainsoiely responsible for our audit opinion.
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We also provide those charyed with govemance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasombly be thought to bear on our independence, and where applicable,
related safeguards.

Report on other legal and regulatory requirements

As required by Federal Decree taw No. (26) of2020 amending some provisions ofthe Federal Law
No. (2) of 20 I 5 and Federal taw No. (2) of 20 1 5 we report that :

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

The financial statements comply, in all matedal respect with the applicable provisioru of
Federal Decree Law No. (26) of2020 amending some provisions ofthe Federal Law No. (2) of
2015, Federal Law No. (2) of20l5 and the Articles ofAssociation ofthe Company.

The company has maintained proper books ofaccounts.

lnvestments in properties ard financial assets disctosed in Note (7 & 12)

Transactions and term with related parties disclosed in Note 2l

Based on the infomation and explanatioo that has be€n made available to us nothing came to
our attention which causes us to believe that the company has contravened during the financial
year ended 3 I December 202 I any of the applicable provisions of Federal Decree Law No. (26)
of2020 amending some provisions ofthe Federal Law No. (2) of 2015 and Federal L2w No. (2)
of 2015 or the Articles of Association of the Company which would have a material effect on
the company's activities or on its financial position for the year.

Talal A & Co, International

ras Kilani
Licensed Auditor No. 632

Independcnt Auditor's Report to the shareholders of Methaq Trkaful lnsurance
P.S.C- for the vear ended 3l D€cemhor I (continued)

We commurdcate with those charged with govem lce regarding, among other matters, the
planned scope and timing ofrhe audit and significant audit findings, including any sigrificart
deficiencies in intemal control that we identi$ during our audit.

3.

4.

5.

6.

l8 March 2022
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METHAO TAKAFUL INSURANCE P.S.q
UNITED ARAB EMIRATES

EXHIBIT A
STATEMENT OF FINANCIAL POSITION AS AT 3I DECEMBER 2O2I

(AMOUNTS ARE EXPRESSED IN U.A.f,. DIRIIAMS)

ASSETS
Trkrful operrtinp m8ets

Retakafi.rl share of uneamed contributions
Prepaid expenses and other assets

Retakaful share of outstanding claims
Contributions and retakaful balances receivables

Bank term deposits

Cash and cash equivalents

Total takaful operrting sssets

Sblre holden' rss€t.

Property and equipment

Statutory dspost
lnvestments designated at fair value throu8h profit
and loss (FVTPL)
lnvestments designated at fah value tkough other
comprehensive income (FWOCD
Deffered policy acquisition costs

Investments propsfiies
Prepaid expenses and other assets

Baflk term deposits

Cash and cash equivalents

Total shareholde/s assets

TOTAI- ASSETS

516,6t9,202 497 911 455

\oTu

l0
8 (b)

9 (a)

s (b)

5 (b)

II
6

7 (a)

7 (a)

64,234,119

5,167,471

167,075,899

276,973,140

27,401

3,140,s26

89,322,311

2,0r 5,392

t33,401,954
264,127,762

2',7,401

9,070,635

12

l0
s (b)

4

2,135,027

6,000,000

17,000,000

37,687,658

172,905,500

5,258,267

375,568

I,199,203

I,087,417
6,000,000

1t3,552

17,000,000

34,61t,614
142,360,000

6,1 I 1,402

2,989,426

2,269.8',79

Chairman

243,302,476 213,t 43,290
7 I I ,1 14,',7 45

Vice Chrirmrn

l3

z02l 2020

7,ll,653

__Jse,en,o73_



METHAO TAKAFUL INSURANCI P.S.C.
UNITED ARAB EMIRATES

CONT. EXHIBIT A
STATEMENT OF FINANCIAL FOSITION AS AT 3I DECEMBER 2O2I

(AMOUNTS ARf, f,XPRf,SSED N U.A.f,. DIRHAIUS)

LIABILITIES. PARTICIPANTS' AND
SHAREHOLDERS' EOUITY
Trlcful omr.titrc ll.bilitic!
Takatul payables

Outstanding claims
Raakaful payables

Uneamed retakafu I commissiol income
Uneamed contributions
Total t8k{ful operstlons lilbilities

shrre holders' lirbilities

Trade payables

Accrued expenses and other liabilities
End ofservice benefits obligation
Other payables

Totsl 3hsreholders' lirbilitica

Plrticiornt!' fund

Deficit ofgeneral panicipants takaful fund
[-oan from shareholders

Totrl shareholders' lirbilities

fruitv
Share capital

l,egal reserve

General reserve

lnvestment fair value reserve

Accumulsted (losses)

Net equity - Exhibit C
Totsl lirbilities, psrticipsnh fund rnd equity

-{

660,828,1 l9 606,334,t42

\OTE

8 (a)

1l

l4
l4

l5

1,650,259

7,164,504

3,401,539

2,128,412

l,l97,l3l
'7,63'.t,738

3,090,419
549,280

2021

134,776,510

279,497,097

73,258,2t6
20,355,404

r52,540,832

2020

75,075,069

25'7,970,934

85,129,414

30,509,001

t51,649,'124

14,344,7t4 t2,414,628

(r9s,888,577)
r95,888577

(184,6r 3,960)
r 84,613,960

150,000,000

4,580,554

1,700,807

(7r,532,rr6)
u,741245

150,000,000

4,580,554
1,700,807

(r 7,720,000)
(46,2ss,386)
92,305,97 5

It?59 7 .l I '7 45

Chiirmrn

THE ACCOMPANYINC

INTEGR,TL PART OF THESE FINANCTAL STATEN'ENTS

Vice Chrirnran

14



METIIAO TAKAFUL INSURANCE P.S.C.
UNITED ARAB ENIIRATT]S

(AMOUNTS ARf, f,XPRf,SSTD IN U.,{,f,. DIRIIAMS)

EXHIBIT B

NOTE

Gross conhibution written 18 (d )

Retakaful contributions l8 (c )

Net alk.ful cotrtributions
Change in nel uneamed contribution provision

Net tsksful contributions errned
Commissions eamed 18 (c )

Cross takaful contributions
Gross claims paid

Retakaful share ofclaims paid

Net claims paid
Change in outstanding claims
Change in retakaful share of outstanding claims
Change in incurred but not reported claims reserve

Change in retakaful share of incurred bul not reported claims reserve

Change in unexpired risk reserves

Change in retakaful share of unexpired risk reserve

Charge in allocated loss adjustment expense

Net claims incurred
Takrful income
Other investment (loss)

Technical expenses

Taklful opersting profi t
Wakala fees

(DeIicit) / Surplus oftskaful results for the year
Shareholders' investment and other income (net)

Wakalah fees ftom policyholden 16

locome from real estate (net) 12 (0

Takaful expenses

Change in fair value ofinveslments at fair
value thrcugh profit and loss 7 (c )

General and administrative expenses

Change in fair value ofinvestment properties l2 (a)

Net (loss) / prolit for the yerr - Exhibit D

B.3ic rtrd diluted eainings per share l7

2021
301,587,179

(t23,522,286')

2020
282,08r,395

(r35,172,627\
178,064,893
(19,979J00)

146,308,768

( 16.69!,s64)
1s8,085,593

u,a3o,toz
129,701,2M
35,9'17,566

202,915,695 165,684 7'to
(246,214,090\

108,899,869

(211,s3s,888)

88,360,935
(137 ,314,221)

(3,123974)
19,725,320

(r1,83s,M0)
13,942,625
(6,063502)

(904,347)

(123,t7 4,9s3\
20,270,410
2,088,194

3,395,760
26,947,244
(3,453,841)

(r,221,r l8)
890,159

(12s,573,13S) (74,258,145)

77,342,5s6 9t,426,625
(315,582)

(10,453,900)(10,069,261)

67,273,295
(78,s47 ,912'l

80,597,143
(78,754,045)

(t 1,27 4,6171

295,379
74,547,912

476,728
(6s,838,r49)

1,843,098

383,627
'18,754,045

533,s90
(34,526;7',l5)

(208.367\
(38,550,041)

28,101
(40,337,584)

30,545,500
8,229,t7't

(0.0s0)

THE ACCOMPANY|NC NOTES ARE AN
INTECRAI. PART OF THESI: FINANCIAI,STATEMENTS
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METHAO TAKAFUL INSURANCE P.S.C.
UNITED ARAB EMIRATES

STATEMENT OF OTHER COMPREHENSIVE INCOME
rOR THE YEAR f,NDED 3I DECEMBER 2O2I

(AMOUN'tS ARf, EXPRf,SSED IN U.A.f,. DIRIIAMS)

E\IIII}I1'R

\ot l: 2021 2020

___]lfl!JM ____!.r:9J_27

(7,ss6,730) 8,229,17',?

(Loss) / prolit for the yesr

Total comprehensive (loss) /
income for the year - Exhibit C

THE ACCOMPANYATC NOTES ARE AN INTEGRAL

INTEGRAL PART OF TEESE FINANC]AL STATEMENTS
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METHAO TAKAFUL INSURANCE P.S.C.

STATEMENT O}'CASH FLOWS FOR THE

(AMOUNTS ARE IXPRESSf,D IN U.A.E. DIRIIAMS)

EXHIBIT D

CASH FI-OWS FRO]\I O RATING ACTIvI'IIES:
(Loss) / pofit for the year - Exhibit B
Excess oftakafi.rl results for the year

Adiustment to reconcile nef income to net
cash provided bv oDerati]ls activities
Depreciation of propedy and equipment
Movement of uneamed conributions (net)

N€t fair value loss on investment designated at FVTPL
lnvestment and other income
(Gain) in investment properties designated at FVTPL
End of service benehts obligation
Recovery for loan policyholden fund
Operating (loss) / profit before working capital changes

Chatrses in the componcnts of workfug cspitd:
(lncrease) / decrease in prepaid and other assets (net)
(lncrease) / decrease itt contdbution
and rc-takaful balances receivables
(lncrease) io differed policy acquisition costs
(lncrease) in outstanding claims (net)

lncrease in takaful payables

(Decrease) in retakaful payables

lncrease in trade payables

Increase / (decrease) in accrued expenses and other liabiliries
(Decrease) / increase in uneamed re-takaful commission income
Cash (loss) gen€rated fiom operations

Settlement ofend ofservice benefit obligation
Net cash flows (used in) opemting activities

(7,s56,730)
(t t ,27 4,617)

917,923
19,979,300

(28,101)

(29s,379)
(30,s45,500)

991,177

ll,274,617

8,229,171

1,843,098

580,365

16,601,564

208,36',7

(8,04s)

1,092,170
(1,843,098)

(16,53r,310) 26,703,598

(2,29&950) s,912,143

(r2,846,018)
(3,076,044)

(tt ,7 4t,782)
59,70t,501
( ,87r,r98)

453,128

I,l05,E9E
(10,153,597)

6,206,0r 5
(t'7,843,749)
(46,O40,t 62\
26,215,390

Qs,940,693\
639,848

(1,387,956)

7,098,085
(7,258,372)

(686,r l7)
(18,377,48 r)

(2,123,8s5)
(7,e44,489\ (20,50r,336)

THE ACCOMPANYING NOTES ARE A-N

INTECRAI. PART OF THESE FINANCIAL STATEMDNTS

t8

UNITED ARAB ElIIIRATES

YEAR ENDED 3I DECEMBER 2O2O

2021 2020



METHAO TAKAFUL INSURANCE P.S.C.
UNITED ARAB EMIRATES

SI'ATEI\IENT OF CASH FLOWS FOR THE
YEAR ENDED 3I DECf,MBER 2O2I

(ANtOUN',IS ARE EXPRESSUD tN U.A.t:. DtRl|ANtS)

CO\I" E\IIII}IT T)

(]ASH FI,OWS FROM INVESTINC ACTIVITIES:
Purchase ofproperty and equipment

lnvestment and other inclme
Purchase ofinvestment designated at fair value through
other comprehensive income FVTOCI
Net cash llows (used in) investing activities

CASH FI,OWS FROM ANCING ACTIVITIES :

Decrease in term deposits

Net cash tlows ftom fiaar,cing activities
NET CASS TLOWS (USf,D) DURING THE YI]AR

Cash and cash equivaleots at beginning ofthe year

CASH AJID CASH EQUIVALENTS AT END OT THf, YEAR - Not€ 5

(r,965,533)

29s319

2020

(41l,304)
8,M5

(2,000,000)
(1,670,1s4) (2,403,259)

2,613,858 t9,972,599
2,613,858 t9,9',12,599

(7,000,78s)

I r,340,514

(2,931,996)

t4,2't2,5t0
4339,729 I1,340,5t4

THE ACCOMPA-NYINC NOTES ARE AN
INTEGRAI, PART OF TIIESE FINANCTAI,STATEMUN TS

2021
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TAKAFUL INSURANCE P
T]NITED AR EI\IIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARf f,XPRI]SSl]D IN U.A.E. DIRIIAMs)

I. STATUS AND ACTIVITIES

a) Methaq Takaful Insurance P.S.C. (the "compafly'') is a public sharcholding company
registered with the Department of Economic Development - Abu Dhabi - United AIab
Emirates. The Company are incorporated in the Emirate ofAbu Dhabi on 24 March 2008 with
a trade license number 114241,9.

b) The company's principal activity are accidents and civil rcsponsibility insurance, fire insurance,
land, marine and air transportation dangers insumncg reinsumnce, health insurance and
onshore and offshore oil and gas fields and facilities services.

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

d) The Company's ordinary shares are listed on Abu Dhabi Securities Exchange

STANDARDS, INTERPRETATIONS ISSUED AND EFFECTIVE
FOR TIIE CURRENT YEAR

For the year ended 3l December 2021, the Company has adopted all the applicable new aod
revised standards and interpretations issued by the Intemational Accounting Standards Board
(IASB) alrd the Intemational Financial Reponing Interpretations Committee (IFRIC) of the
IASB that are relevant to its operations and effective for the period beginning on I -Ialuary
2021.

IFRS-I6 Covid- l9 related Rent Cotcession:
In May 2020, the IASB issued Covid-Ig Rent Concessions (Amendment to IFRS -16) that
provides practical relief to lessees in accounting for rcnt concessions occurring as a direct
consequence ofCovid-I9, intoducing a practical expedient to IFRS-16. The practical expedient
permits a lessee to elect not to assess whethq Covid-lg related Rent Concessioo is a lease

modification. A lessee that makes this election shall accou for any change in lease payments

resulting from the Covid-I9 related rent concession the same way it would account for the

change applying IFRS -16 ifthe change were oot a lease modification.

However, the Company has not received Covid- lg-related rent concessions, but plans to apply
the practical expedient ifit becomes applicable within allowed period ofapplication.

20
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METHAO INSURANCE P.S.C.
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(Ai\toL-NTS ARf, f,XPRISSED IN U.A.tr. DIRHAXIS)

Amendments to IFRS 9, 7,4,16 and IAS 39 - Interest Rate Benchmark reforms - Phase 2:

The amendments provide temporary reliefs which address the financial reporting effects when
an ilterbank offercd rate (IBOR) is replaced with an altemative nearly risk-free interest rate

(RFR). The amendments include the following practical expedierts:

- A practical expedient to requirc contactual changes, or changes to cash flows that are directly
required by the refom, to be treated as changes to a floating iaterest rate, equivalent to a

moveme[t in a market rate of interest.

- Permit changes required by IBOR reform to be made to hedge designations and hedge

documentation without the hedging rclationship being discontinued.

- Provide temporary reliefto entities from having to meet the separately idefltifiable requirement

when an RFR instrument is designated as a hedge ofa risk component.

These amendments had no impact on the financial statements of the Company. The Company

illtends to use the practical expedients in future periods iftheybecome applicable.

Statrdards, interpretations and amendments in issue not yct effective :

IFRS 16 - Amendment Covid- 19 rclated Rent Concessions- beyood

June 30, 2021.

IAS I - Amendment Classification of Liabilities as Current or Non
current.

IAS 16 - Amendment

IFRS 3 - Amendment

IAS 37 - Amendment

IFRS standards 2018-2020

IFRS- l7 - New

IAS l- Amendment
IFRS practice statement 2

Property, plant and equipment: Proceeds

before indented use.

Refereflce to the Conceptual Fmme work.

Onerous Contract - Cost of fulfilling conhact.

Annual Improvements.

lnsurance Contracts.

Disclosure of Accounting Policies.

| laNary 2022

I lanuary 2022

I lanrary 2022

I lanlueIy 2023

I lannuy 2023&

IAS 8- Amendment Definition ofAccounting Estimate. I January 2023

IAS 12- Amendment Deferred tax rclated assets & liabilities arising I January 2023

ftom single transactions.

The malagement anticipates that the adoptiofl of the above standards and interpretations in
future periods will have no material impact on the financial statements of the Company lf
applicable, the Company intends to adopt these new and amended standards and interpretations

when they become effective.
2t
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METHAO TAKAFUL INSURANCE P.S.C.

NOTES TO FINANCIAL STATEl\tENTS
(AMOUN'TS ARE f,XPRf,SSf,D IN U.A.E. I)IRtI_{}tS)

3. GOING CONCERN

a) During the reporting year, the company didn't submit its corrective plan to insurance authority.
The management didnt make any corective plan to reduce its underwriting activities in
different lines of business until it concludes on cofiective measues. which will be based on
technical recommendations suggested by management.

The Company might not be able to me€t its financial obligations for the coming 12 months if it
does not generate sufrcient cash flows through the operating activities and the disposal of
additional assets.

b) The Financial Regulations for Insurance Companies (the "Regulations") issued by the tA sets

specified limits for assets distribution and allocation. Holding inadmissible investments or non-
compliance with the set limits a{fects the Company's ability to meet the Regulations' solvency
requirements. The deadlines for compliance with the Regulations requirements vary between
end of January 2021 aad end of January 2022. Compliance with these requirements requires
significant restructuring of the Company's investments portfolio based on different milestones
within the cunent year, with full implementation.

The Compary incured a net loss of AED 7,556,730 during the year ended Decembor 3 l, 2021,
accumulated losses ofAED 71,532,116 (2020 : AED 46,255,386) which exceeded 47.69 % of
the share capital and cash flows used in operating activities amou[ting to AED 7,944,489
(2020 : AED 20,501,336) as ofthat date. The company didn't provide any forcasting technique
and methodlog/ those can be used to survive in the market.

These conditioos indicate the existence of multiple matsrial uncertainhes that may cast

significant doubt on the Company's ability to continue as a going concem and therefore that it
may be unable to rgalize its assets and discharge its liabilities in the normal course ofbusiness.

In the absence ofthe Company's ability to achieve managsrnent's planned measures, the going

concern basis would be invalid and adjustments would have to be made to rcduce the values of
the assets as presented in the statement of finficial position to their recovemble ,rmoulltst to
provide for further liabilities that might arise and to reclassi$ non-current assets and liabilities
as currenl assets and liabilities.

UNITED ARAB ONIIRATES



METHAO TAKAF'I] INSURANCE P.S.C.

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRf,SSED IN U.A.f,. DIRIIAMS)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted by the company is consistent with those applied in prior years

except for the new and amended IFRS'S effective as of I January 2021 as detailed in Note 2 (a)

which did not have matedal impact on the financial statements ofthe company. The significant
accounting policies adopted by the company in the preparation of the financial statements are as

followsi

a. Financial Statements Prcpantion Ffituework
The financial statemgnts have been prepared in accordance with Intemational Financial
Reporting Standards-

b. Basis of presentation

As at 31 December 2021, the company accumulated losses amounted to AED 71,532,116 (31

December 2020 : AED 46,255,386) which represents 47.69% (31 December 2020 : 30.84%) of
the share capital ofthe company.

Th€ financial statements are prepared in accordance with the historical cost principle.

Histodcal cost is generally based 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 to
transfer a liability in an orderly tmnsaction between market participants at the measurement
date, regardless of whether that prica is directly obsgrvable or estimated using another vlluatioo
technique. In estimating the fair value ofan asset or a liability, the company takes into account

the chamcteristics ofthe asset or liability if market participants would take those characteristics

into account when pricing the asset or liability at the measurement date.

In addition, for financial reporting purposes, fair value measurements are categorized into Level
l, 2 or 3 based on the degee to which the inputs to the fair value measuements are observable

and the significance of the inputs to the fair value measurement in its entirety, which arc

described as follows:

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

- Level 2 inputs are inputs, other than quoted prices ircluded within Level 1, that are

observable for the asset or liability, either directly or indirectly; and

- Level 3 inputs are unobsewable inputs for the asset or liability.

c. Financial instrume ts

A financial instrument is al1y cofltract that gives dse to a financial asset of one eltity and a

financial liability or equity instrufient of anothq entity- Finaflcial instruments arc either

financial assets or financial liabilities.
23
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AKAFUL INSURAN P

NOTES TO FINANCIAL STATEMENTS
(AMOI]NTS ARf, EXPRESSED IN U.A.E. DIRHA}IS)

Elfect i|e ihteres I method
The effective interest method is a method ofcalculating the amortized cost of a financial asset

and ofallocating interest income over the relevant year. The effective iltsrest.ate is the rate that
exactly discounts estimated future cash receipts (including all fees and points paid or received
that form an intg$al part of the effective interest rate, transaction costs and other premiums or
discounts) through the expected life ofthe debt instrument, or, whsre appropriate, a shorter year,

to the net carrying amount on initial recognition.

d. Financial assets

Arry asset that is: cash, an equity instrument of another entity, or a debt instrument of alother
entity (a conlractual right to receive cash or another financial asset from another entity, or to
exchange financial assets or financial liabilities with another ertity under corditions that are
potentially favorable to the entity, or a contract that will or may be settled in the entity's own
equity instruments).

The company does not have debt instrumeots that qualify for measurement at fair 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.

Initial measurement

Financial assets are recognized wherl the company becomes party to the contractual provisions
ofthe instruments. At initial recognition, the company measures a financial asset at its iair value
plus, in the case ofa finaocial asset not at fair value through profit or loss, tmnsaction costs that
arc directly attributable to the acquisition of the financial asset. Transaction co$s of financial
assets carried at fair value through profit ff loss are expensed in profit or loss.

l\ Cash ond cash equivalats
Cash atld cash equivalents includes cash on hand, cash at banks - current accounts, demand

deposits and other short-term higbly liquid investnents with o.iginal maturiaies of three months

or less.

il) Bank.fixed clepos its

Bank fixed deposits are measued at amortized cost using the effective intercst method.

ili\ Takaful and rctakalirl rcceivables

Takaful and retakaful that have fixed or determinable payments that are not quoted in an active

market are classified a loans and receivables. t ans aod receivables are measured at amonised

cost using the effective mte or retum method, less any impairment. Retum income is recognized

by applying the effective rate of retum, except for shon lerm receivables wheo the recognition of
retum income would be immaterial.

24
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METHAO TAKAFUL INS CE P.S.C.
B EMIRA.TES

FINANCIAL STATE
(AMOUNTS ARE EXPRESSED IN U.A.E. DIRHAMS)

Definition
Takaful contracts are those contract when the company (the operator) has accepted takaful rate
on behalf of takaful funds from another party (the policyholders) by agreeing to compensate the
policyholders if any specified uncertain future event (the insured event) adversely affects the
policyholders.

Re cogniti on an d me as urement

Takaful conhacts are classified into two main categories, depending on the duration ofrisk and

whether or not the terms and conditions are fixed.

These contmcts arc casually and prcperty takaful contracts

Casually takaful contracts protect the policyholders against the risk of causing harm to third
parties as a result oftheir legitimate actives. Damages covered include both contractual and no

contractual events. The tlpical protections offered is designed for employers who become

legally liable to pay compensation to injured employees (employers liability) and for individual
and business customers who become liable to pay compensation to a third party for bodily harm

or property damage (public liability).

Property takaful conhacts mainly compensate the policyholders for damage suffered to thcir
properties or for the value of property lost. Policyholders who unde(ake commercial activities

on their premises could also rcceived compensation for the loss of eamings caused by the

inability to use the insurql properties in their business activities (business inte.ruption cover).

For all this takaful contracts, contibutions are recognized as revenue (eamed contdbutions)

proportionally over the period of coverage. The portion of cortributions rcceived on in force

corfracts that relates to unexpired risks at the end ofthe rgportirlg pedod date is reported as the

uneamed contribution liability.

Claim and loss adjustment expenses arc charged to the statement ofprofit or loss (attributable to

the policyholders) as incuned based on the estimated liability for compensation owed to contact

holders or third parties damaged by the conttact holders.

Retataful contrac t as s e ts

Retakaful contract asset include ratakaful share ofoutstanding claims (including share of claims

incurred by not reported - IBNR) and retakaful share ofuneamed contribution.

25
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METHAO TAKAFUL INSU RANCE P.S.C.
UNITED ARAB EI\TIRA'TES

NOTES TO FINANCIAL STATEI\tENTS
(AMOUNTS ARII IiXPRI,SSED IN U.A.1]. DIRHAMS)

Contracts entered into by the company for retakaful under which the company is compensated
for losses on one or more contracts issued by the company and lhat meet the classification
requirernents of takaful contracts are classified as retakaful contracts held. Conhacts that to not
meet these classification requirements are classified a Iinancial assets.

Takaful 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 is
e itled under its retakaful contracts held are recognized a retakaful contract assets. The
company assess its retakaful cootract assets for impairment on regular basis. Ifthere is objective
evidence that the retakaful contract asset is impaired, the company reduces th€ carrying amount
ofthe retakaful contract assets to its recoverable amount and derecognizes that impairment loss
in the statement of profit or loss. Amounts recoverable liom or due to retakful holders are
measured consistently with the amounts associate with the retakaful conkacts and in accordance
with the terms ofeach retaful contract.

Takaful co nt ract liabi li t ies

Takaful contract liabilities include outstanding claims (OSLR), claims incurred but not reported
("IBNR"), uneamed contribution reserve (UCR) and provision for allocated, unexpired risk
reserve (UPR) and unallocated loss adjustment expenses (ALAEruAE).

Takaful contract liabilities towards outstanding claims are made for all claims intimated to
company and still unpaid at the statement of financial positon date, in addition for claims
incuned by not reported.

The uneamed conAibution reserve considered in the Takaful contract liabilities comprise the
estimated proportion of the goss contribution wriften which relates to the period of Takaful
subsequent to the reporting period date. Uneamed contdbution are calculate done a time
proportion basis over the effective period of the policy. The proportion attributable to
subsequeot period is deferred as uneamed contributions reserve. The company provide uneamed
contributing reserve based on actual terms ofthe policy.

The liability relatiog to IBNR and ALAE/ULAX reserve is calculated at the reporting date using
a ralge of standard actuarial claim projection techniques, based on empirical data and curre[t
assumptions that may include a margin for adverse deviation. The liability is not discounted for
the time value ofmoney.

The takaful portion towards the above outstanding claims, claims incurred but not repo(ed and
uneamed contributions reserve is classified as retakaful share of outstanding claims and
retakaful share ofuneamed contdbutions in the financial statements.
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METHAO TAKAFU INSURANCE P.S.C.
UNITED ARAB E}IIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE f,XPRESSf,D IN U.A.E. DIRHAMS)

Solvage ahd subrogalion reimbursemenls
Emirates of salvage and subrogation reimbursements are considered as an allowance in the
measurernents of the takaful liability for claims.

Liabil i ty adea uacv test

At the end of each reporting period, liability adequacy tests arc performed to ensure the
adequacy of retakafiI contract liabilities ne to related deferred policy acquisition c.sts. In
performing these tests, curent test estimates of future contractual cash flows and claims hand
doing an administration expenses, as well as investment i[come from the assels backing such
liabilities, are used. Any deficiency is immediately charged to the statement of profit or loss
initially by wring off the deferred policy acquisition costs and by subsequently establishing a
provision for losses arising fiom liability adequacy tests.

Receirables ufid Davables lated to takalii co tructs
Receivables and payables recognised when due. These include amounts due to and ftom agents,
brokeas and takaful cootract holders.

If lhere is objective evidence that the takaful rec.eivable is impaired, the company reduces the
cadng amount of the takaful receivable accordingly and recognizes that impairment loss in the
staternent ofp.ofit or loss.

iii) Financial assets at fair value through ptolit ot loss (FVTPL)
A financial asset is classified as fair value through profit or loss if it is classified as held for
trading or is designated as such upon initial recognition. Directly attributable tmnsaclion costs
are recognized in profit and loss as incurred. Financial assets at fair value through profit or loss
are measurcd at fair value and changes therein, including any interest or dividend income, are
recognized in profit or loss.

iv\ FiDaocial assets at fair value through other comprehensive iflcorne (FWOCI)

FVTOCI financial assets may include equity instruments that are not held principally for the
purpose of selling in the near future or debt instruments with fixed or determinable pa),ments

and fixed maturity dates that the company has no positive intent and ability to hold to maturily.

FVTOCT finalcial assets are stated at fair value for listed securities and it cost for unlisted
securities. Gains and losses arising from changes in fair value are recognized in other
comprehensive income and accumulated in the investments revaluation reserve with the
exception of impairment losses, interest calculated using the effective interest method and
foreign exchange gains and losses on monetary assets, which are recognized directlv in the
statement of comprehensive income.
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ME'tHAO TAKAFUL INSURANCE P.S.C.

NOTES TO FINAN IAL STATEMENTS
(AMOUNTS ARE EXPRf,SSED IN U.A.E. DIRITAMS}

The cumulative gain or loss previously recognized in the investments revaluation reserve is
included in the slatement ofcomprehensive income upon the disposal ofinvestment. Dividends
or FVTOCI equity instruments are recognized in profit or loss when the company's right to
receive payments is established.

ImDairmcnt

IFRS 9 replaces the'incurred loss' model in IAS 39 with an .expected credit loss, (ECL) model.
This requires considerable judgement about how the changes in economic factors affect ECLS,
which will be determined on a probability-weighted basis. This model applies to financial assets
measured at amonized cost, contract assets and debt investments at FVOCL bul not to
investments in equity instruments. Under IFRS 9, credit losses are recognized earlie. than under
rAs 39.

Detqcomition

The company derecognizes a financial asset when the contractual rights to the cash flows fiom
the financial asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all ofthe risks and rewards ofownership ofthe finarcial asset
are transferred or in which rhe company neither transfe$ nor retains substantially all ofthe risks
and rewards ofowneNhip and it does not retain control ofthe financial asset.

The company enters into aansactions whereby it transfers assets recognized in its statement of
financial position, but retains either all or substantially all of the risks and rewards of the
transferred assets. In these cases, the hansferred assets are not derecognized.

With the exception of FVTOCI equity instruments, if, in a subsequent year, the amount ofthe
impairment loss decreases due to an event occurring after the impairment was recognized, the
previously recognized impaiment loss is reversed thrcugh profit or loss to the extent that the
carrying amount ofthe investment at the date the impairment is reversed does not exceed what
the amortized cost would have been had the impairmsnt not been recognized.

In resp€ct of FVTOCI equity securities, any increase in fair value subsequent to an impairment
loss is recognized in other comprehensive income.

Propefiy a d equip ent

Property and equipmeot held for use in the supply of goods or services, or for administrative
purposes, are initially recognized at their cost being their purchase price plus any other costs
directly attributable to bringing the assets to the location and condition necessary for them to be
capable of operating in the manner intended by maflagement.

28

UNITED ARAB EMIRATES



METHAO TAKAFT]L INSURANCf P.S.C.
UNITED ARAB EMIRATES

NOTES TO FINANCIAL STATEMENTS
(AMOLNTS ARE EXPRf,SSED IN U.A.E. DIRHAMS)

After initial recognition, the property and equipmeot are caried il1 the statement of financial
position, at their cost less any accumulated depreciation and any accumulated impairmcot. The
depreciation charge for each year is recognized in the statement ofprofit or loss. Depreciation
is calculated on a straight line basis, which reflects the pattem in which the asset's future
economic benefits are expectql to be consumed by the company over the estimated usef'ul lives
ofthe assets. The useful lives ofthe assets are estimated as follows:

Cateqorv Usefirl life

Fumiture, fixtures and omce equipment

Computer equipment and accessories

5 years

3 years

The estimated useful lives, residual values and depreciation method are reviewql at each year-

end, with the effect ofany changes in estimate accounted for on a prospective basis.

The carying values of prcperty and equipment arc reviewed for impairment wherl events or
changes in the circumstances indicate the carrying value may not be recovemble. If any such

indication of impairment exists, impairments losses are calculated in accordance with Note 4
(c).

On the subscquent derecognition (sale or retirement) of the prop€rty and equipment, the

resultant gain or loss, being the difference between the net disposal proceeds, if any, and the
carrying amount, is included in the statement of profit or loss.

f. Inwshent properties

lnvestment property (land or building ) is property: (a) held by the company to eam rentals, (b)

for capital appreciation rather than for use in production or supply of goods or services or for

administrative puposes, or for sale in the ordinary course ofbusiness, and/or for undetermined

use. lnvestment Foperty is measured initially at its cost, including transaction costs and

revalued annually by independent evaluators.

Afler initial recognition, investment propeny is carried, in the statemeflt of financial position, at

its cost less any accumulated depreciation and any accumulated impairment. I-and is not

depreciated. Buildings depreciation charge for each year is recoSnized in the statemeflt ofprofit
or loss. Depreciation is calculated o.l a straight line basis, which reflects the pattern in which the

buildings' future economic benefits are exp€cted to be consumql by the group over their

estimated useful life of I 0 years.
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The estimated useful lives, residual values and depreciation method are reviewed at each year
erd, with the effect ofany changes in estimate accounted for on a prospective basis.

The carrying values of investment properties are reviewed for impairment when events or
changes in the circumstances indicate the carrying value may not be recoverable. lf any such
iodication ofimpairment exists, impaiments losses are calculated in accordancc with Note 4 (g).

E- Impairment oftangible assets

At each statement of financial position date, the company reviews the carrying amounts of its
tangible assets to determine whether there is aoy indication thal those assets have been impaired.
If any such iodication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any, being the amount by which the carrying
amount of tho asset exceeds its recoverable amount. The recoverable amount is the higher of
asset's fair value less costs to sell and the value in use. The assel's fair value is the arnount for
which that asset could be exchanged betwe€o knowledgeable, willing parties iF arm,s length
transaction. The value in use is the present value ofthe future cash flows expecteC to be derived
fiom the asset. An impairment loss is recognized immediately in the statement of profit or loss,
unless the relevant asset is carried at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease.

Where an impairment loss subsequeatly reverses, the carrying amount ofthe asset is increased to
the revised estimate ofits recoverable amount, but the increased carrying amount d'-re to reversal
should not be more than what the depreciated historical cost would have been ifthe irnpairment
had not been recognized in prior years. A reversal of an impairment l,rss is recognized
immediately in the statement of profit or loss unless the rclevant asset is carried at a revalued
amount, in which case the reveNal ofthe impairmeflt loss is treated as a revaluation increase.

h. Financial liabilities
Initial recomition and measurement

Financial liabilities are recognized when the company becomes a pany to the contractual
provisions ofthe financial instrument. The company determines the classification ofits financial
liabilities at initial recognition.

All financial liabilities are recognized initially at fair value plus in the case of financial
liabilities not at fair value thrcugh profit or loss, directly attributable t arsaction costs.

Subsequent measu.ement
After idtial recognition, financial liabilities that are not carried at fair value through profit or
loss are subsequently measurcd at amortized cost using the effective interest method- Gains and

losses are recognized in profit or loss when the liabilities are derecognizcd, and tirough the

amortization process.

30

UNITED ARAB EMIRATES



TAKAFUL INSURANCE P.S.C
f NITET' AR.\B E}I I RAl'I]S

NOTES TO TINANCIAL STATEMENTS
(AMOUNTS ARE EXPRf,SSED IN U.A.E. DIRHAIIS)

Derccolrlition
A financial liability is derecognized when the obligation under the liability is discharged or

cancelled or expires. When an existing financial liability is replaced by another from the same

lender on substantially differenl terms, or the terms of an existing liability arc substantially

modified, such an exchange or modification is treated as a derecognition ofthe origiml liability

and the recognition of a new liability, and the di{Terence in the respective carrying amounts is

recognized in profit or loss.

i. End of sen'ice benelits obligation
- Provision for emplol,ees' end-of-service benefits is calculated in accordance with the Federal

Labour taws of United Arab Emirates. The compaoy measwes its obligations under employees'

beoelits as described io IAS l9 usirg actuarial valuation method unless the differences between

actuarial valustion and actual liability and service cost is immatsrial.

- Pension funds for UAE nationals has been computed as per lates approved by Abu Dhabi

Retirement Pension ard Benefits Fund (Law No. 2 of2000).

1. Provisions

Provisions are present obligations (legal or constructive) resulted Aom past events, the settlement

ofthe obligations is probable and the amount ofthose obligations can be estimated reliably. The

amount recognizql as a provision is the best estimate of the expenditure lequircd to settle the

present obligation at the statement offi[ancial position date, that is, the amount that the company

would rationally pay to settle the obligation at the statement of financial position date or to

transfer it lo a third party.

Provisions reviewed and adjusted at each slatemenl of financial position date. If outflows, to

senle the provisions, are no longer probable, reverse of the provision is recorded as income.

Provisions are only used for the purpose for which they were originally recognized.

k. Legal reserye

Pursuant to the Companys Articles ofAssociation, loyo ofnet profit for the year to be withheld

annually and retained in the legal reserve account. The deduction shalt be suspended when the

balance in this reserye account amounts to at least 5070 of the company's capital and is not

available for distribution for shareholders'.

Genenl resewe
lo accordance with the Article g ofthe company article of association l0o% ofnet profit for the

year is to be transfer to a geneml reserve. No transfer was made during year as tho company in

accumulated losses position.
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$. Revenue rccognition
Revenue is measured based on the consideration to which the company expects to be entitled in
exchange for transferring Fomised goods or services to a customer, excluding amounts collected
on behalf of third parties.

Revenue is recognized when the company satisfies a performance obligation by reudering the
pmmised service lo the customer, which is when the customer enjoys the benfits from the
servica. The establishment's performance obligations are satisfied at a point in time. The amount
ofrevenue recognized is the amount allocated to the satisfied performance obligations.

Cross d rctakaful cohtribrtio
contribution liom grcss and retakfaful contracts is measured under revenue recognition criteria
stated under takaful contracts in these financial statements.

Diyidend income

Dividend income flom investments is recognized when the shareholders' rights to received
paynent have been established.

Rental income

Rortal income arising on investment prcperties sis accounted for on a straight-line basis over the
lease tsrms on ongoing leases and is recorded in the statement ofprofit or loss.

Olher income / exoense renkaful
Retakaful ircome is recognized when retakaful is entered into ard retakaful expenses are
recognized when the policies are issued.

Commission revenue

Commission revenue is recognized when the customer has linalized conhacts with its clients and
tho right to receive rhe commission is established.

32
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n. Forcign currencies

The financial statemeots are pr€sented in the UAE Dirhams (AED) which is the mmpanys
functional curency. In preparing the financial statements, transactions in currencies other than
the company's functional currency (foreign currencies) are recorded at the rates of exchange
prevailing at the dates of the transactions. At each statemeot of financial posilion date,
monetary items denominated in foreign cunencies are retranslated at the rates prcvailing at the
staternent of financial position date (closing rate). Non-monetary iterns that are measured in
terms of historical cost in a foreign currency are translated using the exchange rate at the dare of
the transactio[ Non-moletary items that are measured at fair value in foreign cunency are
translated using the exchange rates at the date when lhe fair value was detennined.

Exchange differences arising on the settlement of monetary itsms or on trarNlating monetary
items at rates difFerent ftom those at which they were translated on initial recognition during the
year or in previous financial statements shall be recognized in the statement of profit or loss in
the year in which they arise.

o. Conti gent liabilities
Contingent liabilities are possible obligations depending on whether some uncenain future
events occur, or they are present obligations but payments are not probable or the amounts
cannot be measured reliably.

p. Critical accoufiti g judgments and key sources of estimatioh uncertainty
ln the application of the company's accouoling policies, the Management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and Iiabilities that
are not rcadily apparent from other sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered to be relevant. Actual results may
differ fiom these estimates.

The eslimates and undollng assumptions are rcviewed on an ongoing basis. Revisioos to
accounting estimates are recognized in the period in which the estimate is revised ifthe revision
affects only that period or in the period of the revision and futur€ periods if the revision afrects
both current and future periods.

The following are the key assumptions conceming the future, and other key sources ofestimation
uocertainty at the date of the statemeflt of financial position, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial period.
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i) Unearned conlri bution reserve

The Fovision for uneamed contdbution represents that portion of contribution received or
rec.eivable that relates to risks that have not yet expircd at the rcporting date. The provision is
recognised when conracts are entered into and contribution are charged, and is brought to
account as contribution income over the tem of the contract in accordance with the pattem of
takaful service provided under the contract.

ii) Fair value ofunquoted equity i vestme ts

External valuers were involved for valuation of significant investment properties. Selection

criteria for valuers include market knowledge, reputation, independence and whether
proftssional standards are maintained. The management decides, after discussions with the
Compaly's extemal valuers, which valuation techniques and inputs to use for each case.

iii) Impairment ofcontributions and retakaful balances receiyables

An estimate ofthe collectible arnourt oftakaful and othsr receivables is made when collection of
the full amount is no longer probable. This determination of whether the takaful and other
receivables are impaired entails the Company in evaluating the credil and liquidity position of
the policltolders and the takaful companies, historical recovery rates including detailed
investigations carried out and Hback received liom fhe legal depaflment. Impairment of
takaful and other receivables as at 3l December 2021 amounted to AED 49,209,208 (31

Decernber 2020: AED 49,2O9,2O8).

iv\ The ultinale liability aising ftor clains made under takaful contracts

The estimation of ultimate liability arisirg Iiom the claims made uoder takaful contracts is the

Company's most critical acoounting 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.

Estimates have to be made both for the expected ultimate cost of claims reported at the end of
th€ reporting period and for the expected ultimate cost of claims incurcd but nol reported

("IBNR") at the end ofthe reporting period. Liabilities for unpaid reported claims are estimated

using the input of assessmerts for individual cases reported to the company and management

estimates based on past claims settlement trends for the claims incuned but not teported. At the

end ofeach reportiog period, prior year claims estimates are reassessed for adequacy and changes

are made to the provision. Grcss provision for IBNR as at 3l Dec€mber 2021 amounted to AED
219,897,09'l (31 December 2020 : AED 257,970,934) as detailed in Note 8,
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5. CASH AND CASH EQUIVALENTS
a) i) This item consists ofthe follo\ring- 2021 2020

4,339,729 I1,340,5t4Cash and bank balances

Totsl - Exhibit D

4339,729 I1,340,514

b) i) Term deposits represe deposits held with islamic financial institutions in the UAE, are

denominated io UAE dirhams and carry profit at the prevailing market rates ranging from 2.5olo to
2.8% per annum (2020:2.5o/" to 3-4%\-

2021 2020

ii) Takaful and operations assets - Exhibit A
Sharcholders' assets - Exhibit A
Totrl - Note 5 (s) (i)

Fair value at I January

Additions
Fair value st 3l Decemb€r - Note 7 (r)

____1332!2e

3,140,526
I,199,203

___.1_U19114

9,070,635

l 269 tt79

27,40t
2,989,426

27,401

375,568
402,969 3.016,827

6, STA'I'UI'ORYDEPOSIT

In accordance with the requirement of Federal Law No. 6 of2007, concerning lnsurance Companies

and Agents, the company maintains a bank deposit amounting to AED 6,000,000 as of3 I December

2021 which cannot be utilized without the consent ofthe UAE lnsurance Regulatory Authority.

7. INVESTMENTS IN FINANCIAL ASSETS
a) This item consisls ofthe following: 2021 2020

Investment designated of fair value through other

comprehensive incom€ (FVTOCD - Note 7 O) - Exhibit A
Investment designated at a fair value through
profit or loss (FVTPL) - Note 7 (c ) - Exhibit A
Totsl

17,000,000 t7,000,000

741,653 '713,552

t7,74t,653 t'7,713,552

b) tNvEsrMENrs pEstcN^tED AT FAiR vALUp rHRouoH o lER cotlPREHlNsll/E lNcoME tFtrocl
Changes in investments designated at fair value through othgr comprehensive income (FVTOCI)

for the year are as follows:
2021

17,000,000

2020

t 5.000,000
000.0002

l?,000,00017,000,000

UNITED ARAB ENTIRATES

ii) Takaful and operations assets - Exhibit A
Shareholders' assets - Exhibit A
Total
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The investments designated at fair value tkough other comprehensive income (FWOC[)

aoounting to AED I ?,000,000 is under the name ofMr. Saleh Salem Saleh Bn Nasrah Al Ameri.

c) INYESTMENTS DESTANATED AT FA|R YALW THROUGE PROFIT OR LOSS (FMPL)

Changes in investments designated at fair value lhrough profit or loss (FVTPL) for the year are as

follows:

2020

Fair value at I January

Increase / (Decrease) in fair value taken to
profit or loss - Exhibit B
Fair value ss rt 3l December - Note 7 (!)

713,552 921,9t9

d) the geognphical distribution for the investments in financial assets is as follows:

202t 2020

Within UAE
Tot.l-Note7(b&c)

17,741,653 713,5s2
17.741,653 17,713,552

2021

____-J4,653_ _-___1:;2_

t1,

8. TAKAFUL CONTRACT LIABILITIES AND RE-TAKAFT]L CONTRACT ASSETS

a) This item consists ofthe following: 2o2l 2020

Grois outstrnding cl.ims
Outstanding claims
lncurred but not reported reserve

Unallocated loss adjustment expeose rese e

Unexpired risk reserve

Totrl - Exhibit A

Rctakaful share of outstanding claims

Outstanding claims

locurred but not reported reserve

Total - Exhibit A

279.897.097 251.9',10,934

-:

2021 2020

60,542,270 40,816,950

106,533 ,629 92,591 004

r 11,880,564

150,054,052

6420,316
ll 165

t08;7 5',7 ,290
138,2t9,012

5,515,969

5,4'78,663

36

l6?,075,899 I11.407,954

UNITED ARAB EMIRATES

28,10t (208,367)



METHAO TA INSURANCE P.S.C.
UNITED ARAR ENIIRATES

NOTES 'I'O FINAN IAI, STA'I'EMENTS
(AMOUNTS ARE EXPRESSED IN U.A.f,. DIRIIAMS}

2021 2020

9. CONTRIBUTIONS AND RETAKAFUL BALANCES RECEIVABLE
a) This item consists ofthe following: 2O2l

Net technical provision
Outstanding claims
lncurred but not reported ressrve

Unallocated loss adjustment expense reserve

Unexpired risk reserve
Totrl

Due from policyholder

Due from insurance and reinsurance companies
Due from related parties - Note 2l
Totsl-Note9(d)
lmpairment oftakaful & retakaful contract receivable - Note 9(1,)

lmpailment of relared party receivable - Note 9(c)
Bahnce at 3l December - Exhibit A

b) lnoainhenl oftakoful & retakaful contract rcceiwble
This item consists ofthe following:

Balance at I January
Bll.trce at 3l December - Note 9 (r)

c) Imoairment ofrelatedpqrtv - receivable
This item consists ofthe following:

Balance at I January
Balance at 3l December - Note I (a)

d) Ageing oftakaful and retakaful receivables are as follows:

I - 90 days

90 - 180 days

180 - 360 days

Above 360 days

B.l.nc€ st 3I Decembcr - Note 9 (r)

5.478 663

2020

51,338J94
43,520,423

6,420,3t6
I t,542,165

61.940,340
45,628,008

5,515,969

121,840,855

186,299,309

5,196,806

114,790,064

176,196,1l8
5,196,806

326,182,988
(44,012,402\
(s,l 96,806)

276,973,140 264,t27,762

313,336,970
(44,0t2,402)
(5,196,806)

2021 2020

(14,012,402)
(14,012,41)21

(44.012.402)

-14.0r2.402

2020

(5,196,806) (5,196,806)

5,196,806) 5,196,8

2021 2020

83,1s8,583

7,002,220

35,488,922
200,533,263

I02

r31,096,157

23,888,295

23. t38,801

t29,213,1 1',7

3',7

326,t82,988 3l],336,970

__L!:!Mr8 :!1,:e$0
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I O. PREPAID EXPENSES AND OTHER ASSETS
a) i) This item consists ofthe following:

Advanc€s towards fomalion of companies
Prepaid expenses

Accrued profits ftom i[vestment deposits
Refundable deposits

AdYanc€s for investments

Other receivable and advances to suppliers
Totrl
Impairment of adva[ces and other receivables - Note I 0 O)
Net - Exhibit A

ii) This item consists ofthe folkrwing:

b) Impairment o! advances and other receivables
i) This item consists ofthe following:

Balance at I January
Bslance rt 3l December - Note 10 (r)

2021 2020

a22J7A
3,148,014

93,773

2,834314
3506,950
6243,673

823,388

2,226,650
200,108

I,687,199
3,506,950

5,90s,717

16,648,962 14,350,012
(6,223,2r8) (6,223,2t8)
10,425,744 8,t26,194

2021 2020

5,167,477

5,258,267

2.Ot 5,392
6, t 402

10,425.744 8,t26,'794

(6,223,218', (6,223,218)

(6,223,218) __I!J?!Er

UNITED ARAB EMIRA.TES

Takaful operations assets - Exhibit A
Shareholders' assets - Exhibit A
Totsl

2021 2020
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METHAO TAKAFU INSURANCE P.S.C.

NOTES TO FINANCIAL STATEMENTS
(AMOUNTS ARE I]XPRESSED IN U.A.E. DIRHAMS)

12. INVESTMENTPROPERTIES

a) This item consists ofthe following: Buildinss 'lotal

At I January 2021

Increase in fair value taken to profit or loss

- Exhibit B
Balsrce at 3l December 2021 - Exhibit A

t42,360,000 142,360,000

-10,5,15,500

r72,905,500 142,360,000

b)i) A building, located in Abu Dhabi, puchased in 2010 and held for long term rental fields.
As at year end, the investment property was registered and held in fust in the name of
another pany, for and on b€half of the Company and was not yet transferred to the
Company. Management is still in the process of formalizing the necessary registration
procedues to transfer the title to the Company's name.

ii) A plot ofland in Abu Dhabi that is held in the name ofa related party, for and on behalfof
the company. Management is still in the process of formalizing the necessary registration
procedures to transfer the title to the Company's name.

c) Investment properties are stated at fair value which represents the amount at which the
assets could be exchanged between a knowledgeable, willing buyer and a knowledgeable,
willing seller in an ann's length transaction at th€ date of valuation. The fair value of the
investment properties at 3 I December 202 I are deterrnined by independent values using the
income and comparable methods. Management believes that fair value has not changed

significantly during the year.

d) The fair value were determined based on capitalization ofnet income method, where the
market rentals ofall lettable units ofthe properties in the neighborhood. The capilalization
rate adopted is made by rcference to the yield rates observed by the valuer for similar
properties in the locality and adjusted based on factor specific to the respective propeaties.

ln estimating the fair value of thg properties, the highest and best use of the properties in
curent use.

e) The investment properties are classified as level 3. There were no hansfers betwern level I
and 2 or to level 3 during current and previous year.

0 The rental income for the year amounted to AED 585,551 (2020 : AED 701,390) and

building expenses 3l December 2021 amounted to AED 108,823 (2020: AED 167,800).
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NOTES TO FINANCIAL STATEMENTS
(AMOUNTS AXE EXpRESSDD tN U.A.E. DIRIIAn'S

I3. END OF SERVICE BENEFITS OBLIGATION
The details ofmovement in the accounts during the year are as follows:

Balance at I January
Charge during the year

Settlements

Bahnce rt 3l Deccmb€r - Exhibit A

2021 2020

4,122,164
1,092,t70

12,123,8s5)
3,090,4',t9

2021 2020

184,613,960

I1,274,617

195,888,577

186,457,058
( r,843 ,098)

184,613.960

3,090,479
997,t77

(686,1t7)

_____uq{!2_

t84,613,960
1t,274,6t7

r95,888,577

Policyholdcrsr fund
At I January

Deficit / (Surplus) for the year

As !t 3l December

In.n from sh$eholders to policyholders
A1 I January

Net movemeot during the year

Totrl
Allowance for loan to policyholders

As rt 3l Decemlrer

186,457,058
( !,843 ,098)

(l
184,613,960

(r 84,613,960)95,888,577)

b) The deficit in the policyholders, fund is financed by the shareholders through a eard Hassan [ran.
The shareholders have funded the deficit in the policyholders' fund in accordance with the
company's policy thrcugh a Qard Hassan (free of finance charge) ofAED 195,888.577 as of3l
December 2021 (2020 : AED 184,613,960) with no repa)ment terms. During the year, eard Hassan
wilh a nominal value ofAED ll,2'14,617 (31 December 2020: 1,84-t,098) was recovered and the
recove4r of the same amount was recognised to the statement of proht or loss attributable to
shareholders.

Although recoverability of the rsrnaining loan balance is uncertain, management expects to recover
it aom future profits from takaful operations.

I5- SHARE CAPITAL
This item consists ofthc following: 2021 2020

Authorized, issued snd fully paid
150,000,000 shares ofAED I each

1t
150,000,000 1s0,000,000

14. LOAN FROM SEAREHOLDERS
a) This item consists ofthe following:



METHAO TAKAF INSURANCE P.S.C.
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16. MUDAREB SHARE AND WAKALAH TEES
a) The shareholdec manage the takaful operations for the policyholders and charge the following

range ofpcrcertages ofgross takaful contributions as Wakalh fegs:

2021 2020

300/"

tsyo
30yo

30%
150/o

30yo

b) The shareholders manage the policyholdos, investment fund and charge t0% (2020: l0%) of
investment income eamed by policyholders' investment find as Mudareb share. Investment income
eamed by policyholders' investment find as well as Mudareb share amounted to AED nil (2020 :
nil).

17. BASIC AND DILUTED EARNINGS PER SEARE
a; Basic eamings per share is calculated by dividing the net profit for the year by rhe weighted average

oumber of shares outstanding during the year as follows:

202t 2020

(Loss) / profit for the year - Exhibit B ____cE!4E 8,229,177

Ordinary shares in issue throughout the year r50,000,000 t50,000,000

Basic and diluted eamings per share (0.0s0) 0.055

b) The company has not issued any insauments which would have a dilutive impact on impact on
eamings per share when converted or exercised.
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METIIAO TAKAFUI, INSURANCE P.S.C.
UNITED AR B ENIIRATES

NOTES TO FINAN IAL STATEI\IENTS
(AllouNTs ARE EXPRf,SSXD IN U.A.f,. DIRIIAMS

I9. CONTINGENT LIABILITTES
This item consists ofthe following 2o2t

Letters of guarantee 8,950,180 9,288,717

20. RISK MANAGEMENT

The company monitors and managgs the financial risks relating to its business and operations. These
risks include takaful rislq capital risk, credit risk, interest rate risk, market risk, foreign currency risk
and liquidity risk.

2020

The company seeks to minimize the effects ofthese risks by diversiSing the sources ofits capital. It
maintains timely reports about its risk management function and moniton risks and policies
implemented to mitigate risk exposures.

a) Takalul risk
The dsk under any one takaful contract is the possibility that the insured event occus arrd the
uncenainty ofthe amount ofthe resulting claim. By the nature ofaII takaful contract, this risk is
random and therefore unpredictable.

For a pnrtfolio of takaful contracts where the theory of probabitity is applied to pricing aod
provisioning, the principal risk that the company faces under its takaful contracts is that the
actual claims ard benefit pa),ments exceed the estimated arnount of the takaful liabilities. This
could occur because the frequency or severity of claims and beneEts are greater that estimated.
takaful events are random and the actual numbsr and amount of claims and benefits will vary
from period to period from the estimate established using statistical techniques.

Experience shows that the latger the portfolio of similar takaful contracts, the smaller the relative
variability about the expected outcome will be. In addition, a more diversified portfolio is less
likely to be aflected across tho board by a change in any subset ofthe portfolio. The company
has developed its takaful underwriting strategy to divsrsiry the t),pe of takaful risks accepted and
within each of these categories to achieve a sufficiently large population of risks to reduce the
variability of the expected outcome.

The company manages isks through its underwdting strategy, adequate retakaful arTangements
and proactive claims handling. The underwriting stategy attempts to ensure that the
underwdtten risks are well diversified in tenns of type and amount of risk, industry and
geogfaphy. UrderEriting limits are in place to enforce apFopriate risk selection critcria.
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b) Capital risk
The company's objectives when rnanaging capital are :

- To comply with the insurance capital requirements required by UAE Federal l_aw No . 6 of 2OOj
conceming the formation of Insurance Authority of UAE.

- To safeguard the company's ability to continue as a going concem so that it can contilue to
provide retums for shareholders and benehts for other stakeholders.

- To provide an adequate retum to shareholders by pricing takaful contmcts comm€nsuately with
the level ofrisk.

ln UAE, the local insurance regulator specifies the minimum amount and t)/pe of capital that
must be held by the company in relation to its insurance liabilities. The minimum required
capital (presental in the table below) must be maintained at all times throughout the year. The
company is subject to local insurance solvency regulations with which it has complied with
during the year.

The table below summarizes the minimum regulatory capital ofthe company and the total capital
held.

2021 2020

Total shareholdeas' equity

Minimum regulatory capital

150,000,000 150 000 000

100,000,000 100 000 000

c\ Credit risk
Credit risk refers to the dsk that a counterparty will default or its contractual obligations
resulting in financial loss to the company.

Key areas where the company is exposed to credit risk are :

Re-takafu lers' share ottakafu I liabililies-
Amounts due from re-takafulers' in respect of claims already paid.

Amounts due from takaful crntract holdsrs.

Amounts due from takafui inrormediaries (Note 8).

Amouns due fiom banks for its balances and fixed deposits (Note 4 & 5)

The company has adopted a policy of only dealing with creditworthy counterpadies as a means

of mitigating the risk of financial loss from defaults. The company's exposure and the credit
ratings of its countelpanies are continuously monitored and lhe aggregate value oftransactions
concluded is spread amongst approved counterparties. Credit exposue is conftolled by counter
party limits that arc reviewed and approved by the management annually.
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Re-takaful is used to manage lakaful risk. This does not, however, discharge the company,s
liability as primary insurer. If a re-insurer fails to pay a claim for any reason, the company
remains liable for the palment to the policy holder. The creditwonhiness of rc-insulers is
considered on an annual basis by reviewing their financial stength prio. to finalization of any
contract.

The company maintains record ofthe pa),rnent history for significant contract holders ]vith whom
it conducts rcgular business. The exposure to individual counterparties is also managed by other
mechanisms, such as the right ofoffset where counterpafiies are both debtors and creditors ofthe
company. Management information reported to the company includes details ofpmvisions for
impairment on takaful receivables ard subsequent write offs . Exposures to individual policy
holders and compan)r's of policy holders are collected within the ongoing monitoring of the
controls. Where there exists significaot exposure to individual policy holden, or homogenous
company's of policy holders, a financial arallsis equivalent to that conducted for re-insurers is
carried out by the company.

The carrying amount of financial assets recorded in the financial statements, which is oet of
impairment losses, rcpresents the companys maximum exposure to credit risk for such
receivables and liquid funds.

d) Intetest rute risk
The company is exposed to interest .ate risk rcsultant from its banking facilities and bank fixed
deposit. Management try (to the extent possible) to manage interest rate risk through maintainiog
an appropriate nix between fixed and floating interest rates balances at the stan ofthe financial
year.

e) Market isk

Market prices risk is the risk that the value ofa financial instrument will fluctuate as a result of
changes in market prices, whether those changes are caused by factors specific to the individual
iNtrument or its issue or factors affecting all instruments traded in the market.

The company is exposed to ma*et risk with respeat to its investments in financial assets

available for sale, investments designated at fair value through profit or loss and investrnents

properties,

f') Foreign cuftency risk
The company undertakes certain transactions denominated in foreign currencies, which imposes

sort ofrisk due to fluctuations in exchange rates during the year. The UAE Dirham is effectively
pegged to the US Dollar, thus foreign currsncy risk occurs only in rcspect of other currercies.
The company maintains policies and procedures to manage the exchange rate risk exposure.
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E) Liquidity tisk
The company's board of directors adopted an appropriate liquidity risk management framework
as the responsibility of liquidity risk management lests v/ith then.

The following table shows the maturity dates of company's financial assets and liabilities as at 3l
December 2021

Less I\Iorc
Finonciol assets

Cash and cash equivalents
Term deposits

Statutory deposits

Retakaful shate of uneamed contributions
Investments designated at fair value
through other comprehensive income
(FvrocD
Investments dgsignated at fair value
through profit and loss (FWPL)
Contributions and retakaful balances recei'

than I year than I ycar

4,339,729
402,969

6,0{t0,000
64,234,1t9

17,000,000

741,653

276,973,780

37,687,6s8
r67,075,899

Total

4,339,729
402.969

6,000,000

64,234,119

17,000,000

74t,653
276,973,780

37,687,658
167,075,899

Defefied acquisition costs

Retakaful share of outstanding claims
Total

F i nan.'i a I I i a b i lities
Takaful payables

Outstanding clairns
Retakaful payables

Accrued expenses and other liabilities
Trade payables

Uneamed retakaful commission income
Uneamed contributions
Other payable

End of service benefits obligation
Total

_____rryq!g7 6,ooo,ooo s74,455,807

134,776,570

279,897,097

73,258216
1,164,504
1,650,259

20,355,404
152,540,832

2,128,412

134,776,570

279,897,097

73,2s8,216
7,164,504
1,650,259

20,35s,404

152,540,832

2J24,412
3,401,5393,40r,s39

67 t,711,294
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The following table shows the maturity dates of company's financial assets and liabilities as at 3l
December 2020.

Financiolassets
Less

than I vear than I year Total
More

Cash and cash equivalents
Term deposits

Statutory deposits
Retakaful share of unearned contributions
Investments designated at fair value
through other comprehensive income
(FVTOCT)

Investmenls designated at fair value
through profit and loss (FVTPL)
Conkibutions and retakaful balances receir
Deferred ac4uisition costs
Retakaful share of outstanding claims
Total

I 1,340,514

3,016,82',7

6,000,000
89,322,31I

17,000,000

713,552

264,127,762

34,611,614

t33,407,954
553,540,534 000,0006

I 1,340,514

3,016,827

6,000,000

89,322,3r1

t7,000,000

't 13,552

264,12',7,',162

34,61I,6t4
t33,407,954
559,540,534

Financial liabilities

Takaful payables

Outstanding claims
Retakaful payables

Accrued expenses and other liabilities
Trade payables

Uneamed retakaful comrnission income
Uneamed contdbutions
Other payable

End ofseruice benefits obligation
Total

3,090,4"19

3.090,479 618,808,770

75,075,069

257,970,934

85,t29,4t4
'7,637;138

1, t97,13 r

30,509,001

l5't ,649,724
549,280

75,07 5,069
257,970,934

35,t29,414
7,637,738
1,197,131

30,509,001
151,649,724

549,280

3,090,479
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2I. RELATED PARTIES
This item consists ofthe following: 2021 2020

Emirates Aqua Technologies Caviar Factory
Bin Salem Group
Total-Note9(.)
Imapirment ofrelated party receivable - Nole 9 (c)
Tot8l-Note9(a)

2,340,s33

2,856,273

)-,340,533

2,856,273

s,r96,806
(s,196,806)

5,196,806
(s,196,806)

22 LITIGATION

As per the confirmation received thrcugh the legal consulhnt on 18 March 2022, the company has

filed six civil cases againsl its customer claiming amount of AED 660,000 and some of individual

customers and broken filed cases on the company anounting to AED 8,597,858 and cases are under

execution.

23. CENERAL

24 APPROVAL OF FINANCIAL STATEMENTS

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

their board meeting dated I 8 March 2022.

5l

The figures in the financial statements are rounded to the nearest Dirham ofunited Arab Emirates'


