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REPORT ON REVIEW AND CONSOLIDATED INTERIM FINANCIAL INFORMATION

The Shareholders'
Methag Takaful Insurance Company P.S.C.
United Arab Emirates

Introduction

We have reviewed the aceompanying consolidated interim linancial statements of Methaq Takaful
Insurance Company P.S.C., as al 30 Juine 2020 which comprise the consolidated interim statement
of financial position as at 30 June 2020 and the related comsolidaled intetim statement of profit or
loss, related comsolidated interim statement ol comprehensive income, related consolidated interim
statement of changes in equity and consolidated interim slatement of cash flows for the period from 1
Tamuvary 2020 1o 30 June 2020 and cxplanatory notes. Management 15 responsible for the preparation
and presentation of these consolidated interim financial statements in accordance with In ternational
Financial Reporting Standard IAS 34 consoliduted interim Financial Beporting ("TAS 347}, Our
respansibility is te express a conclusion on these consolidated interim financial staterments based on
OUr review.

Scope of review

We comlucted our review in accordance with Tnternational Standards on Review Engagements 2410,
"Review of consolidated interim I'inancial Information Performed by the Independent Auditor of the
company.” A review of [inancial information consists of making mquiries, primanly of persons
responsible [or financial and accounting matters, and applying analytical and other review procedures,
A review s substantially less in scope than an audit conducted in accordance with Inlernational
Standards on Auditing and consequently does not enable us to obtain assuranee thal we would
become aware of all significant mutters that might be identified in an audit, Actordingly, we do not
express an audit opinion,

Basis for OQualified Conclusion

We refer 1o Note 10 to the consolidated interim financial staterments (Hal provides details of the
company investment properties amounting to AED 142360000 (31 December 2019 @ AED
142.360,000), the management has not carried out an impaivnent review on investment properlies to
determine whether any impairmen! right down should be applied in the consolidaled interim financial
statement at 30 June 2020, In the absence of information to assess the recoverability of these assels,
we were unable Lo satisfy ourselves as to the carrving amount of investment prapertics.
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REPORT ON REVIEW AND CONSOLIDATEDR INTERIM
FINANCIAL INFORMATION (continued)

Based on our review, except for the possible effects of the malter doseribed in the basis for qualified
conelusion section of vur reporl nothing has come to our attention (hat gauses us to believe thal (he
aceompanymg consolidated interim financial statements present fairly, in all material respects, the
consolicdated inferim financial position of Methag Takaful Insurance Company P.S.C. s at 30
Tune 2020 and its consolidated interim cash flows Tor the six-month pericad then ended in accordance
with [AS 34,

Other matier
The: financial statements of the company for the vear ended 31 December 2019 were audited by
another auditor who expressed a qualified opinien on those statcments at 26 Mareh 2020,

ﬂzw{ij. [nternational
Aras Kilani ‘%%

Licensed Auditor No, 67

Talal Abu G

13 August 2020
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METHAO TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATIES

EXHIBIT A

CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2020

(AMOUNTS ARE EXPRESSED 1IN LLA.E. DIRHAME)

ASSETS

Takiful operating nsseis

Retakalo] share of uneprned contributions

Prepaid expenscs and other assels &
Retakaful share of ontsianding elaims 7 {u)

Cuntributions and retukaful balances receivables

Bank lerm depositg

Cash and cash equivalefis 4
Total takaful operating asscts

Shire holdors' sseeiy

Property and cquipment

Statutory deposit

Tnvestments desiznated ul lair value through profit

and Joss (FVTPL) 2
[nvestrents desipoated ot fair value Urough other
eomprehensive income (FVTOCT) 3
Deffered policy acquisition costs

Investments properties 1g
Prepuid expenses and other asses ¥
Bank rerm deposits

Cash and cash equivalents 4
Tita] sharcholdec's nsscts

TOTAL ASSETS

o AN
Boxn rjpﬁcmh er /

34 June 2020 31 Degemnbez 2019
{Unaediled) {Avdited)

53,749,763 75,810,294
6,513,343 8 566,384
115,047,053 105,593,634
273,850,776 270,333,777
. 20,000,000

TO9MR 12454876
458,059,263 492,758,965
1,021,350 1,256,478
6,000,000 6,000,000
642,230 021,91
17,001L000 15,000,000
14.783.603 16,767,865
142,360,000 142360000
7.682,376 5,472,553
26580426 2,080,426
1,519,667 817,654
193,998,661 192,585,875
652,057,924 635,344,840
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METHAD TAKAFUL INSURANCE COMPANY P.5.C.

UNITED ARAB EMIRATES

EXHIBIT A

CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 31 LFUNE 2030

(AMOUNTS ARL EXPRESSED TN U..ﬁ‘h.ﬁ:_n'lﬂ FEANINY

DNOTE 3 furse 2000 31 Degeniver 2019
LIABILITIES. PARTICIPANTSAND Liinandited) {Andited]
SHAREHOLDERS' EQUITY
“Tukulul operatine liahilites
Tikaful payables 58,113,781 48,799,679
Outstanding elaims 7 (u) 278,021,130 276,186,776
Remakoful payables 89,115,686 FLLOTOI07
Uncarmed retekaful commission icome 18,174,049 23410916
Ungamed contributions 114,073,329 127,536,143
Total takaful operafions liahilitics 557,498,555 587,013,621
Thare holders Babilitics
Tratele payabiles 1409 863 A57,283
Acerued expenses and other labilities 6,601,937 8,597,578
End uf service benefits obligation L% 3,803,564 4127 164
Other puyehles e 977,396
Vat Payable 751,366 ez )
Total sharcholders’ Eabilitics 12,566,730 14,254 421
Participanis” Tl
Dicficit of general participants takatul [ind 12 (185,026,264) (186,457,058)
Loan fram shareholders 12 55,026,264 186,457,058
Tutal sharchotders’ liabilitics — e
Sharo capital il 150,000,000 150,000,000
Lewal feserve 4,580,554 4,580,354
Generul reserve 1,700,807 1700807
Tnvestrnent Tair valus Tederve (17,720,000) (17.720,000)
Accumulated {lasses) {56,568,732) (54.484.563)
Net equity - Exhibit C 81897 609 84,076,798
Total Kabilities, partici nd and equity 525057, 685344, 840

’ .I
Hmyf/ i err:'h:r

THE ACCTHMPANYING NOTES AR AN
INTEGRAL PART OF THESE CONSOLIDATED INTERIM FINANCE

{:I:inw Officer

MunzfingBirector




METHAQ TAKAFUL INSURANCE COMPANY I'.S.C.

UNITED ARAD EMIRATES

CONSOLIDATED INTERIM STATEMENT OF PROFIT OR 1.OSS

FOR T'HE PERIOD FROM | JANUARY 2020 TO 30 JUNE 2021

PAMOUNTS ARE EXPRESSED N UAL DHIITAMS)

EXHIBIT B

Siv manths ended

30 June 2020

A June 2010

(Ui ited ) CLimaudited)

Grross contribution written 17 (e ) 116,943,459 168,143,738
Retakaful contributions (4.904,922) (H5.427.38%)
Net takafal contributions 67,038,537 82,715,855
Change in net unearned contribution provision (8,597,717) (2.141,483)
Net takaful contributions carned 58,440,820 B0O,574.372
Commissions camed 17(e) 20,779,407 EE.H?G,S!JE
Gross takaful contributions 79,220,227 133,444 O6d
Gross claims paid (99,387.351) (94 600,356)
Retakaful share of claims paid 40,605,220 32,252,036
Net claims paid (58.782,131) (63,437.420)
Change m outstanding claims 9,301,183 (5.297,269)
Change i retakaful share of outstanding claims 847,935 13,431,149
Change in icurred but not reported claims reserve {12.005,423) 12,128,156
Change in retakalul share of incwrred but not reported claums reserve 10,726,601 (11.135,862)
Additional unexpired risk reserve 587,891 S,
Changen allocated loss adjustment expense 1.487,393 {1,311.932)
Net claims incurred (47.776,551) (35,623,178)
Takaful income 31443676 47.821,786
Oither ineome - 674,411
Takaful operating profit 31,443,676 48,496,197
Woalkala foes (30.012.878) (43,103,726)
(Deficit) / surplus of takaful results for the period 1.430,798 5392471
Sharcholders' investment and other income { net) 310,532 403, 164
Wakalah fees from policyholders 3LO12.878 43 103,726
[meome from real estate 265.052 315,508
lakaful expenses (15,037,860) (14.518.887)
Change n fair value ol mvestments at (air

vialue through profil and loss (279,681) (245 260)
Change in provision of loan to policyholders' fund 1.430,798 5,302,471
Profit expense on Islamic financing - {6:1,726)
Gieneral and administrative expenses {IE,’FHS,UUE}_ (22,267.2060)

Net (loss) / profit [or the period - Exhibit D

{2,084,189)

1,822,030

Basic and diluted carnings per share |5

PHEACTOMPANYING YOS ARE AN

(L014)

(7L

INTEGRATL PARTOF THESE CONSOLIDATEL INTERING FINANCTAL §TAY EMENTS

i



METHAQ TAKAFUL INSURANCE, COMPANY P.S.C,

LUNITED ARAB EMIRATES

EXHIBL B

CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOMIE FOR 'TLUE

PERIOD FROM 1 JANUARY 2020 TO 30 JUNE 2020

CAMOUNTS ARE EXPRESSTDOIN ULALL NTRHANS)

{Loss) / profit tor the period - Exhibit D
Other comprehensive (loss):

Fair value meome on financial assets at FVTOO]
Other comprehensive income for the period

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

Six months cogled

30 June 20240

NOTE (Unaudited)

{2.,084,189)

30 hane 19

(Chiaudited}

11,822,030

JOTE e (3,544,000)
(3,544,000)
(2,084,189) 8,278,030

THE ACCOMPANYING NOTES ARF AN INTRGRAL
INTEGRAL PART OF THESE CONSOLIDATED INTERIN FINANCTAT STATEMENTY

a
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METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

EXHIBIT D

CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS FOR TIIE

PERIOD FROM 1 JANUARY 2020 TO 30 JUNE 2020

AMOUNTS ARE EXPRESSED IN LA E. DIRHAMS)

CASH FLOWS FROM OPERATING ACTIVITIES:

Six montls ended

(Loss) ¢ profit for the period - Exhibit B
Fxcess of takalul results for the period

Adjustment (o reconeile nel income to nel

cash provided by vperating activitics

Depreciation of property and cquipment

Movement of uncarned contributions (nel)

MNet fiar value (loss) on mvestment designated at FVTPL
nvestment and olher income

Fnd of service benelits obligation

Recovery lor loan policyvholders fund

Profit expense on Islamic financing

Operating profit hefore working capital changes

Changes in the components of working capital:
{Increase) / decrease in prepaid and other assets

{Increasch i conlribution and re-takatful balances receivahles

Degrease / (imerease) in differed policy ascquisition costs
(Increase) in outstanding claims (net)

Increase m fakatul payables

(Decrease) / merease in retakalul pavables

[nerease in trade payables

{(Decrease) in accrucd expenses and other hahilities

(Decrease) £ inerease in unearted re-takalul commission income

Net cash fows (used (n) operating activities
settlement of end ol service benefit oblization
Net cash flows fused m) aperating activitzes

AU June 2020
(Unandited)

A0 T A0

i Ungudited)

(2,084,189) 11,822,030
1,430,798 5,392,471
324,521 340,623
8,597,717 2,141,482
279,680 243,265
(295,904) (L077.575)
730,019 745,892
(1.430,794) (5,392471)
61,726
7,537,848 14.279 443
(156,782) 2,284,772
(3,516,999) (20.525.956)
1,984,262 {1,503,483)
(8,529,065) (22,650,675)
9,314,102 39,952
(21,954,411) 22,603,647
852,580 RRO,404
(2.221.675) (3,025 .864)
(5,236,267) 3,087,294
(21,906,407) (4,830,471
(1.054.6149) (127.62()
(22,901,026) (4,958,093)

THE ACCUOMPANYING NOTES AR AN
INFEGRAL PART OF L HESE CONSOLIDATED INTERIN PINANCIAL STATEVENTS

[ ]



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

CONT. EXUHIBIT D
CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS FOR THE
PERIOD FROM | JANUARY 2020 '1T0 31 JUNE 2020
(AMOUNTS ARE EXPRESSED IN LA T. DIRIHAMS)

Six months ended
30 Jure 20210

U June 2019

{Unaudired) dinandited)
CASIHLILOWS FROM INVESTING ACTIVITILS:
Purchase of properly and equipment {8Y,393) (H35.022)
Interest on term deposils imcome 205,004 1,077.575
Purchase ol investment designated at fair value through
elher comprehensive income FYVTOCT (2,000,004 {7, 100,000
Net cash (lows (used in) invesiing activities (1,793,458%9) _ (0,677.447)
CASH FLOWS FROM VINANCING ACUIVITILES :
Diecrease / (increase) in term deposily 20,000,000 (857,143)
Profit cxpense on Istamic financing o {61,726)
Mot cash Hows from 7 (used i) financing sctivitiey 20,000,000 {D18,869)
NECT CASH FLOWS (USED) DURING THE PERIOD (4,754.515) (12,554 40)
Citsh snd cash equivalents at beginning of the period 14,272,510 32,907,972
CASIAND CASH EQUIVALENTS AT END OF THE PERTOD - Note 4 9,517,995 20,353,563

THE ACCOMPANFING NOTES ARE AN
INTEGRAL PART OF FHESE CONSCIIDA TED INTERIN FINANCIAL STATEAMEN TS



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPHESSED IN UALL. DIRHAVS)

a)

)

d)

[

i)

B

STATUS AND ACTIVITILES

Methaq Takaful Insurance Company P.S.C. (the “company”} is a public sharcholding
company registered with the Department of Economic Development - Abu Dhabi - United
Arab Emirales, The Company are incorporated in the Lmirate ol Abu Dhabi on 24 Murel
2008 with a trade license number 1142419,

The company’s principal activily are accidents and civil responsibility insurance, lire
msurance, land, marine and wir transportation dangers insurance. reinsurance, health
insurance and onshore and oflshore oil and pas lelds and ficilitics services,

1The company operates through its head office in Abu Dhabi and branch offices in Dubai.
The company is domiciled in the United Arab Limirates and its repistered olTice address is
P.CYL Box 32774, Abu Dhahi, United Arab Fmirates.

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

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

In the current period, the company has adopted the new and revised International Vinancial
Reporting Standards (IFRSs) including the [nternational Accounting Standards (1ASs) and
thew iterpretations that are relevant to its operations and effective for annual feparting
penods beginning on | January 2020,

Al the date ol authorization of these consolidated intérim [inancial statements. the fillowing,
Stanidards and Interpretations have been 1ssued but not vel ellective -
Elfeetve for annual
periods beginning
on or after

[FRS 17 - Insurance contracts ! January 2023

Amendments to IFRS 10 and 1AS 258 - Sale or contribution of
asscls berween anmvestor and 1ts assoeiate or joint yventure. Indefinite



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN 1A F. DTRITAMS)

Lad

il

%]

SUMMARY OF SIGNITICANT ACCOUNTING POLICTES

The accounfing policies adopted by the company (s congistent with those applied m prior
periods except for the new and amended TFRS's effective as ol 1 January 2020 as detailed in
Note 2 (a) which did not have material impact on the consolidated interim Gnancial
statements of the company. The sipnilicant accounting policies adopted by the COmMpPAnY in
the preparation of the consolidated interim financial stalements are as follows:-

Consolidated fnterim Financral Statements Preparation Framework
The consolidated interim financial statements have been prepared in accordance with
International Frnancinl Reporting Standards.

Basiy of presentation

As at 30 June 2020, the company aceuwmulated losses amounted 1o AED 56,568,752 (3]
December 2019 @ AED 54,484,563) which represents 44.76% (31 December 2019
30.32%) of the share capitul of the company.

The consolidated interim  financial stalements are prepared in accordance with the
historical cost prineiple.

Historical cosl is generally based on the fair value of the consideration given in ex change

for goads and services, while Fair value is the price that would he received to sell an asscl

or paid o transfer a liability in an orderly transaction between market participants at the

muasurement date, regardless of whether that price is directly ohservable or cstimated using

anuther valuation technique. Inestimating the [air value of an asset or a liability, the

company lakes inte account the characteristics of the asset or liability if marleet participants

woull tuke those characleristics into account when pricing the asset or lability ar the

measurement date.

I addition, Tor financial reporting purposes, fair value measurements are categorized into

Level 1, 2 or 3 based on the degree to which the inputs to the fair value measurements are

ahservable and the significance of the inputs to the T value measuretment in ils entirety,

which are deseribed as Tollows:

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

- Level 2 mputs are mputs. other than quoted prices ineluded within Level 1, (hal
are observable for the asset or lishility, either diveetly or indirectly; and

- Level 3 inputs are unobservable inputs lor the asset or liability.

fencneicd GsLrents

A finaneial instrument 15 any contract that pives rise (oo finaneial asset ol one entity and o

nancial Hability or equity instroment of anotler entity, Financial instrwments e either

financial assetsor lnancul Liabilities:



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXTRESSED IN LULACF, DIRITAMS)

el

—

Effeciive inferest method

The effective interest methad is 4 methad of caleulating the amortized cost ol a linanelal
asset and ol allpcaling interest income over the relevant period, The effective interest rate is
the rate that exactly discounts estimated future cash receipts (including all fees and points
paid or received that form an integral part of the effeclive interest rate, transaction costs and
olher premiums or discounts) through the expected Tite of the debt instrument, or, whete
appropriate. a shorter period, to the net carrying amount on initial reeognition,

Financial assels

Any asset that is: cash, an equily instument of another entity, or a debt instrument of
another enfity (n contractual vight (o receive cash or unother financial asset from another
entity, or to exchange financial assets or financial liabilities with another entity under
conditions that arc potentially favorable to the entily, or a contract that will or may be
settled in the entity’s own cquity instruments).

The company does not have debt instruments lhat qualify for measurement at fair value
through other comprehensive income nor at fair value through profit or loss, Moreover the
company's limancial assets does not have any equity instrurnen! l[inancial asscts.

liinancial assets are recognized when the company becomes parly (o the contractuyl
provisions of the instruments, At initial recognition, the company measures a financial assed
at its fair value plus, in the case of a lnancial asset not at fair value through profit or loss,
transaction cosls that are directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at fair value through profit or loss are expensed

i profit or loss,

Cash and cash equivalents
Cash and cash equivalents includes cash on hand, cash at banks - current accounts. demanid
deposits and olher short-term highly Hguid investments with original maturities of three

L

tontthis o less,

Hank fived depusits
Bank fixed deposits are measured al amortized cost using the effective interest method,

1y Takaiid tecedvalics

Tukatul and other receivables that have fixed or delerminable pavinents that are not quoted
in an active markel are elassificd a loans and receivables. Lodns und receivables ure
measured al amorhised cost using the elfective rate or return method, less nay Lipairment
Beturn meome 15 recognized by applying the effective rale ol relum. except for short term
receivables when the recognition ol return ineante woulid he immaterial

4



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOLNTS ARE FPXPRESSELD IN UAT, DIRIIAMS)

Desfinition

Takatul contracts are those contraet when the company (the aperator) has aceepted tukaful
rate on hehall of takaful funds from another party (the policyholders) by agreeng o
campensate the policyholders 17 any specified uncertain fiture event (the insurcd event)
adversely affects the policvholders,

Revogniiton and meaiurement
Takatul contracts are classified into two main categorics, depending on the duration of risk
and whether or nol the terms and conditions are fixed,

These contracts are casually and property takaful contracts

Casually takaful contracts protect the policyholders against the risk of causing harm Lo third
parties as it result of their legiimate actives. Damages covered include hoth contractual and
no contractual events. The Lypical protections offered is designed for emplovers who
become legally liable o pay compensation to injured employvecs (employers liability) and
for individual and business customers who beeome lishle to pay compensation ta a third
party for bodily harm or property damage (public liability),

Properly Lukaful contracts mainly compensate the policyholders for damage suffered (o (heir
properties or for the value ol property lost. Policyholders who undertake commercial
aclivities on their premises could also received compensation for the loss of earnings caused
by the inability to use (he msured properties in their business activitics (business
interruption cover).

I'ar all this talaful contracts, contributions are recognized as revenue (camed confributions)
proportionally over the period of coveruge. The portion of contributions received an in
force contracts that relates to unexpired risks at the end of the reporting period date is
reported as the unemmed contribution liahility.

Claim and loss adjustment experises are charged o the statement of profit or loss
(altribtable 1o the policyholders) as incurred based on the estimated  liability Tor
compensation owed to contract holders o third parties damaged by the contriet holders.

Retafalild coniraot assets
Retakatul contract nsset melude mtakaful share of outstanding claims (including share of
clarms ineureed by not reported - [BNR) and retakatu] shiare of uncarned contribution,

[ 5



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMEN'TS
(AMOUNTS ARF EXPRESSED IN UAE, DIRITAMS)

Contracts entered into by the company for retakatul uader which the COMPRNY 18
cimnpensated for losses on one or more contracts issued by the company and that meet the
classthication requirements of takaful contracts are classificd as retakaful contracts held
Contracts that to not meet these classification requirements are classified o financial asset.

Takalul contracts entered in to the company under which the contract holder is involved in
lukalul setivitics are included with takalul contracts, The benefits to which the COMPANnYy 1s
entitled under ils retakaful contraets held are recognized o retakalul contract ussets, The
company assess its retakalul contract assets for impainment on regular basis. 1f there is
objective evidence that the retakaful contract asset is impairced, the company reduces the
carrying amount of the retakaful contract assets to its recoverable umount and derecognizes
that impairment loss in the statement of profit or loss. Amounts recoverable rom or due do
retakful holders are measured consistently with the amounts wssociate with the retakaful
contracts and in accordance with the tems of sach retaful contract.

Todeafid cantract liabilitics

Tekaful contract liahilities include outstanding elams (OSLR), claims incurred but not
reported ("IBNR"), unearned contribution reserve (UCR) and provision for allocated,
unexpired risk reserve (UTR) and unallocated liss adjustment expenses (ALAE/UAE).

Takaful contract liabilitics lowards outstanding claims are made for all elaims infimated to
company and still unpaid at the statement of financial positon dule, in addition for claims
merred by not reported,

The unearned contribution reserve considered i the ‘l'akatil contract liahilitiog comprise
the estimated proportion of the gross conteibulion written which relates o the pericd ol
Takaful subsequent to the reporting periad date. Unearned contribution are calelule done a
time proportion basis over the elfective period of the policy. The propurtion attmhutable to
subscquent period is deferred as unearned contributions reserve. The company provide
uncarned contribuling reserve based on actual terms of (he policy.

The Tability relating to IBNR and ALAF/ULAL reserve is caleulated at the reporting date
wsing a range ol standard actuarial elaim projection rechniques, hased on cenpirical data-and
current asswmptions that may include-n margin lor adverse deviation. The Liability is not

discounted For the time vahie of money,

The takalul portion towards the above ontstanding elaims, claims incurred but nol reported
and unearned contribulions reserve is classified as retakatul share of outstanding claims and

retakalul share of uneamed contributions in the conenlidited interiny nancial slatements:



MITTHAQ TAKAFUL INSURANCE COMPANY P.5.C.
UNTED ARAB EMIRATLES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXT'RESSED IN UAE, DIRHAMS)

1]

1)

Sulvage and subrogation relmbursements
Emirates of salvage and subrogation reimbursements are considered as an allowince in the
mensurements ol the takaful liability for clamns.

Licehility adequacy fesi

AL the end of cach reporting period, Tishility adequacy lests are performed to ensure (he
adequacy of retakalul contract liahilities ne to related deferred policy acquisition eosts; In
performing these tests, current test estimates of luture contractual cash flows and elaims
hand doing an administration cxpenses, as well as investment income from the nssets
backing such liahilities, arc used. Any deficiency is immedintely charped (o the
consolidated interim statement of profit or loss initially by wring off the deferred policy
acquisition costs and by subsequently cstablishing a provision for losses arising from
liability adequacy tests,

Receivables and pavables related to takafud contraets
Receivables and payables recognised when due. These include amounts due to and from
agents. brokers and takaful contract holders.

I there is objective evidence that the takaful reccivable is impaired. the company reduces
the caring amount ol the takaful receivable accordingly and recognizes that impairment loss
in the statement ol profit or loss,

Financial assets at fadr value tirough profit or Joss (FVIPL)

A financial assct is classified as {uir value through profit or loss 101t is classified us held for
trading or is designated as such upon initial recognition, Directly attributable transaction
costs are recognized in profil and less as incured. Financial assets at fair valus through
profit or loss are measured al fair value and changes therein, including arty interest or
dividend income, are recognized in profit or loss.

Financial assels at fair value throwsh other comprehensive income (FVTOCH)

FVTOCI financial assets may inelude equity instruments that are nol held princi pally for the
purpose of sclling i the near luture or debl instruments with fixed or determinable
payments and lxed matwity dates that the company has ne positive intent and ability to
hold to maturity.

FVTOCI financial assets are stated at Tair value for Tisted seeurities and it cost for unlisted
securities, Gains und losses avising from changes in fair value arc recognized in
consolidaled imlenm other comprehensive income and accumulated in e investments
revaluation reserve with the exceprion ol mpairment losses, interest caleulated using the
efleetive mierest method and foreipn exchange pains and losses an nonetary asscls, which
are recognized divcetly in the consolidated interim statement of commprehensive income,

I
I &



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

NOTES 10 CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARF EXPRESSED IN EAE. DIRHAMS)

The cumulative gain or loss previously recogmized in the fnvestments revaluation reserve is
meluded in the consolidated mlerim stalement of comprehensive income upon the disposal
o mvestment, Dividends on FYTOC! cquity instruments are recognized in prifit ar loss
when the company's right to receive payments 15 established,

[mpairment
IFRS Y replaces the “incurred loss® model in TAS 39 with an ‘expécted eredit logs’ (LCL)

madel. This requires considerable judgement about how the chanpes in cconomic faclors
affeet ECT 5, which will be determined on a probahility-weighted hasis. This model applies
to financial assets measured at amortizved cost, contracl assets and debtl investmenis it
FYOCL but not o investments in equity instruments, Under IFRS 9, credit losses are
recogized earlier than under LAS 39,

Derecognition

The company derecognizes a financial asset when the contractual rights to the cash flows
from the financial asset expire; or it transfers the rights to receive the contractyal cash fows
i a4 transaction in which substantially all of the risks and rewards of ownership of the
linancial asset arc transferred or in which ‘the company neither transfers nor retaing
substantially all of the risks and rewards of ownership and it does nol retain control of the
linancial asset.

The company enters inlo transactions whereby it transfers assels recognized inoils
consolidated interun statcinent of financial pasition, bul retains either all or substantially all
of the risks and rewards ol the transferred assets, In these cases, the transferred assels are
not derecognized,

With the exception of FVTOCT equity instruments, if, in a subsequent period, the amount of
the impwrment loss deercases due Lo an event occurmnng after the mpairment  was
recogmized, the previously recognized impairment loss iy reversed through profit or loss to
the cxtent that the carrying amount ol the imvestment a1 the date the impairment is reversed
does not exceed whul the amortized cost would have been had the impairment not been

recogmiyed,

v respeet of FVIOCT cquity securitics, any inctease in fair value subsequent o an
impatrment loss is recognized in consolidated interim other com preliensive imeomc.

Properiy and equipment
Property and cqupment held v use in the supply of sonds or services. or for
wdministralive purposes, are imtially recognivzed al thelr cost e their purchase price plus
any other costs direetly alinbutable o bringing the assels 1o the tocation and condition
neeessiry for thetn o he capable of operating in the munner intended by manaeeoent,

¥



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOTINTS ARE EXPRESSED IN 11LA K DIRHAMS)

Afrer initial recognition, the property and equipment are carried in the consolidated interim
statement ol financial position, at their cost loss any accumulated depreciation and any
dccumulated impairmenl. The depreciation charee for each period 1% recognized in the
consolidated interim stalement of profit or loss, Depreciation is caleulated on a straj zht ling
basis, which reflects the pattern in which the asset’s [ulure cconomic benefits are expected
to be consumed by the company over the eatimated useful lives of the asscts. The useful

lves ol theassots are estimated as [ ows:

Category Liseful life
Furniture, fixtures and office equipment 3 years
Computer equipment and actessories 3 years

The estimated useful lives, residual values and depreciation method are reviewed at each
year-end, with the elfect of any changes in estimate sccounted for on u prospective hasis.

The carrying values of property and equipment are reviewed for impairment when events or
changes 1n the errcumstances indicate the carrymg value may nol he recoverable, IF any
such indication of impuirment cxists, impairments losses are caleulated in accordance with
Note 3 (1),

On the subsequent derecognition (sale or retirement) of the property wd equipment, the
resultant gain or loss, being the differonce between the net disposal proceeds, if any, and the
carrying amount, is included in the consolidated interim statement of profit or loss,

hmpairnent of tangibie assets

Al each consolidated interim statement of financial position dute, the company reviews the
carrying amounts of ity tangible asscls 1o determine whether there is any indication (hat
those assets have been impaired. [ any such indication exists, the recoverable amount of the
tssel 18 estimated i order to determane the extent of the impairment loss, if any, heing the
amount by which the carrving amount of the asset exceeds its recoverable amount. e
recoverable amount is the higher of asser's fair value less ¢osts o séll and the value in use.
The asset's lar value is the amount for which that assel could be exchanged between
kunowledgeahle, willing parties in ar’s length transaction. The value in use is the present
value ul the future cash lows expeeted 1o be derived from the asset, An impairment loss is
recoghized mmmediately in the consolidated interin statement of profit or loss, unless the
relevant asset is carmied ar a revalued amount, in which case the impairment loss is reated

as a revaluation decreqss

4
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NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U_A K. DIRHAVS)

Where an mpuirment loss subsequently reverses, the carrving amount of the assel is
decteased Lo the revised estimate of its recoverable amount, but the incressed carrying
amount due fo reversal should not be more than what the depreciated historical cost woulil
have heen it the imparment had not been recognized in prior years. A reversal of an
mmpairment loss is recognized immediately in the consolidated mterim statement ol profit
or loss unless the relevant asset is carried at o revalued amount, in which case the reversal
of the impainment loss is treated as a revaluation decrense,

fnvestment properties

Investment property (Fand or building ) is property: (a) held by the company 1o earn rentals,
(b} Tor capital appreciation rather than for use in production or supply ol goods or services
or for administrative purposes, or for sale in e grdinary course of husiness, andfor Tor
undelermined use. Investmient properly is measured initially at s eost, includin o
transaction costs and revalued annually by independent evaluators.

On the subscquent derecognition (sale or retirement) of the investment properties, the
resultant gain ot loss, being the difference between the net disposal proceeds, if any, and
the carrying amount, is included in the consolidated interim statement of profit or loss.

Finaneial assets designated ai falr value through ather comprehensive imcome (1 VTOCT)
and throwgh profit and loss (FV1PL)

Al initial recognition, the company can make an irrevocable election (on an instrument - by
- ostewment basis) 1o designate nvestments v equity instruments as oat FVIOCT,
Destgnation at FVTOCTHs nol permitted if the cquily investments is held lor trading,

Ihe classilication depends on the nature and purpose of the financial assets and g
determined ut the time of initial recognition.

Investinents mequity instruments ot FVTOCH are initially messured at fair value plus
transacton costs. Subsequently. these are measured al fair valve with pains and losses
arnising  from changes in fwr value recopnized o other consolidawed  interim
comprehensive meome and aceumulated in thie investinents revaluation rescrve,

Financtal assets are classificd as FVTPL when they are held for frading which means they
have been acquired principally for the purpose of selling in the near future. Financial assels
of PVUPL ave stated af their fair value, subsequent gains and losses arismg from changes in

fatr value are recognized in conzobidated intermm statenient ol it o loss,

20
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NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARL EXPRESSED IN UALL, DIRHAMS)

Impuivment of findancial assety

Financial asscts. olher thun those at FVTPL, are assessed for indicators of impairment al
the end of cach year. For financial assels carried at amortized cost, the amount ol the
impairment 1s the difterence between the asset’s carrving amount and the present value of
cstitnated luture cash flows, discounted at the original ellective interest rate. The carrving
amounl of the financial assel s reduced by the impairment loss directly for all financial

AsHels,

With the cxeeption of financial assets designated at fair value through  other
comprehensive income (FVTOCI), il in a subsequent year, the amount of the impaimment
loss decteases due (o @m event occurring afler the impairment was recopnized. the
previously recognized impairment loss is reversed through profit or loss o the extent thal
the carrying amount of the investments at the dale the impairment is reversed does ol
exceed what the amortized cost would have been had the impairment not been recognized,

[ respect of hnancial assets designated at fair value through consolidated interim other
comprehensive meome (IVIOCT), any increase £ decrease will be recognized in profit and
logs. Any increase in fair value subsequent to an impairment loss is recognized in other
consolidated interim  comprehensive income,

Frnancial ltabilities

Initial recognition and messurement

Financral habilities are recogmived when the company becomes a party ta the contractual
provisions of the finaneial instrument. The company determines the classilication of i3

Imaneial linbilities at initial recognition.

All financial liabilities are recognized initially at fair value plus in the case of financial
Habilities nod at tair value through profil or loss, direetly aliribuable transaction costs,

Afier initial recognition, finaneial Labilities that are not carried at fair value through profir
or 1ogs are subsequently measwed af amortized cost using the effective interest method.
Gains und Tosses are recognized m profit or loss when the habilities sre decceognized, and
thrpugeh the amortization process,

Decceoonition
A Tinancial Tiability is derecognized when the obligation under the Tability is discharged
or cancelled or expires. When un existing financial Hahility is replaced by another from
the sime lender on substantially differeat terms. or the terms of an existing Liability are
substantially modified, such an exchange or medificarion s reated oy 4 derecognition of
the erigimal NDability and the recognition of o new linhility, and he difference in the
respeetive carrying amounts s recognized i profit or loss

2]
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UNITED ARABR EMIRATES

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

Im.

Lepal reserve

Pursuant to the Company's Asticles of Associaton. 10% of nel profit for the year to be
withhield annually and retained in the legal reserve account, The deduction shall he
suspended when the balance i tlas reserve account amounts to at least S0% ol the
company’s capital and is not availahle lor distribution for shareholders'.

{venral reserve

In accordance with the Adicle 64 of the company article of association 10% ol net profil
for the yedr 1s 1o be transter 1o a genral reserve. Notransfer was made dunng (he period ¢
year as the company in accumulated losses position,

Fuid of service benefits obligation

Mrovision for employees' end-of-service henefits is caleulated in accordance with the
Federal Tabowr Laws of United Arab Emmrales. The company measures 5 oblisalions
under employees' benefits as deseribed 1 TAS 19 using actuarial valuation method unless
the differences between actuarial valugtion and actual liability and service cost is

immateral,

Pension funds forr UAE nationals has been computed as per rifes approved by the
concerned government department.

Kevennye recognition
[Revenue is measured al the fair valued of (he consideration receive do receivable i the
normal course of business.

contribution
Contrihution from pross and retaklaful contracls 15 measured under revenue recogmlion
erileria stuted under takatol contracls o these nancial statenients,

Dividend income
Dividend income [rom investments is recopnized when the sharcholders’ nights to received

payiicnt have heen established.

Renial income
Rental income arising on investinenl properhies sis accounted for on a straight-line hasis
aver the lease teems on ongoing leases and 15 recorded in the statement of profit or loss,

(iher income
Other income is accrued on o time havis, by reterence to the prineipal oulstanding and at

the effeetive rale ol relum applicable,

Rutakulil imcame 1s recopnized when retakaful is entered into amd rekakalul @xpenscs are

recogmzed when the policies are issucd.,
e
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UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARF EXPRESSED IN 1A E. DIRHAMS)

o Farvelgn currencies

P

The consolidated interim  finaneial stalements are presented in the UAL Dirhams (ALD)
which is the company's functional currency. In preparing the conselidated interim financial
statements, transachons i currencies other than the company’s funetional currency (foreion
currencies) are recorded at the rates of exchange prevailing al the dates of the lransactions,
At each consolidated interim  statement of financial position date, monetary itenss
denominated in foreign currencies are relranslated at the rates prevailing at the
consolidated interim  statement ol financial position date (closing rale), Non-monctary
items that are measured in terms of historical cost in a foreign currency are translated using
the cxchange rate at the date of the transaction. Non-monetary items that are measured al
fair value 1o foreign currency are translaicd using the exchanpe rates at the date when the
fair value was determined,

Exchange differences arising on the setlement of monctary items or on lranslating
menelary items at rates different from those at which they were translated on initial
recognition during the year or in previous consolidated interim  financial statements shall
be recognized in the consolidated interim stutement of income in the vear in which they
arisc.

Contingent liabilities

Contingent liabilities are possible obligations depending on whether some uncerlam future
events aceur, or they are present obligations bul pavments are nol probable or the smounts
cannot be measured reliably.

- Critical aecownting judgments and Key sources of extimation wncertainty

While applymg the accounting policics as stated in Note 3, manapement of the Couipany
has made certain judgements, estimates and assumptions that are not readil v apparenl [rom
other sources, The estimates and associated assumptions are based on historical crperience
and other factors that are considered to be relevant. Actual resulls may differ from these
gstimates.

The estimates and underlying assumpiions are reviewed on an ongoing basis. Revision to
decounting estimates are recognised in the period of the revision in which the estimate is
revised 1f the revision affeets only that period, or in the petiod of the revision and fiture
periods if the revision affects both current and luture periods. The sipnifican| Judgements
and estimates made by management that huve o significant risk of causing a naterial
adjustments o the carrying amounts of assels and liabilities within the next fnrncial yeur

(il L



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.ALE, DIRHAVIS)

Uy Lmecerned contribution reserve

The provision for unearned contribution represents that portion of contribution received or
receivable that relates to risks that have nol yet expired at the reporting date. The provision
15 recognised when contracts are enlered info and contribution are charged, and is brought
Lo account as contribution income over the term of the contract in accordance with the
pattern ol takatul service provided under the contract.

iy Fair value of wiguoied eguity investments

1)

i)

External valuers were involved lor valuation of significant invesunent properties, Selection
eritena for valuers include markel knowledge, reputation, independence and whether
professional standards are maintained. The management decides, alter discussions with the
Company’s external valuers. which valuation techniques and mputs to use lor each case.

Tpatrment of contribudions and vetakaful balances receivehies

An estimate of the collectible amount of takaful and other receivables is made when
collection of the full amount iy 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 policyholders and the takatul compames, historical recovery rates
including detailed investigations carried out and feedback received fram the legl
department. Impairment of takaful and other receivables as ut 30 June 2020 amounted 1o
AED 49206208 (31 December 2019: AFD 49,2009,208),

The wliimate liability arising from clabns wmade under takafid contracts

The estimation of ultimate liability arising from the claims made under takalul contracts is
the Company’s most eritical accounting estimate, There are sources of uncertainty thal
need to be considered in the estimute of the liability that the Company will eventually pay
for such claims. Estimates have o be made both for the expected ultmate cost of claims
reported at the end of the reporting period and for the expected ultimate cost of claims
meurred but not reported (*IBNR™) at the end of the reporting period. Liahilities for unpaid
reported claimy are estimated using the input of assessments for individual cases reported
o the Company and management estimates based on past elaims seltlement trends for the
claims incurred but not reported. Al the end of cach reporting period, prior year elaimy
estimales are reassessed for adequacy and changes are made 1o the provision. CGross
provision for IBNR ag at 30 June 2020 amounted o AED 277 148621 (31 December
2019: AED 276,196,770} as detailed innote 7.



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN LA L. DIRHAMS)

4. CASH AND CASI EQUIVALENTS

i) This item consists of the lollovwing: 30 June 2020 M Decemher 2009
[Linsndited) sAudived)

Cash and bank balanges 0,517,995 14,272,510
Tenn deposits 2,989,426 22,989 426
C'ash and bank balances 12,507,421 37261036
Term deposils wilh onginal maturily of
more than three months (2,989,426) (22,980, 426)
Total - Exhibil Ty 0.517,905 4,272,510
Takaful and operations assets - Exhibit A 7,998 328 | 2,454,876
Sharcholders' assets - Exhibit A [.519.667 1,817,634
Total - Note 12 (a) 9,517,995 14,272,510

b} Term deposits represent deposits held with Istamic Lnancial institutions in the UAE, arc
denominated in UAE dirhams and carry profit ar the prevailing market rates ranging from 2.5%,
te 2.8% per annum (31 December 2001 9; 2,5% to 3.4%),

3. STATUTORY DEPOSIT
In aceordance with the requirement of Federal Law No. 6 of 2007, concerning lnsurance
Comparnes and Agents, the company maintains a bank deposit amounting w AFD 6,000,000 as
o 30 Tune 2020 which cannot he utilized withoul the consent of the UAE Insurance Regulatory

Authority.

6. INVESTMENTS IN FINANCIAL ASSETS

a)  This itemn consists of the following: 30 June 20240 3l December 2019
i Unaodited) A iledy

Linquoted LIAE equitly securities - Note 6 (h) - Exhibit A L7.000.000 15,000,000

Quoted LAE equity securitics - Note 6 (¢ ) - Exhibit A 642,239 0218319

Total 17,642,239 15,021,919

1) Changes in investinents designated at fair value through other comprehensive income
(FVTOCT) for the period ¢ vemr are as follows:

1‘.1') INPENTENTS DESIENATER AT L4 VAL UE THROUGH OTHER COMPRENINSIVE INCOAEE [

30 June 2020 3 Dicensbyer 2019
{Unaudited) [Auditee )
Fair value al | January 15,000,000 3,544,000
Meddibions 2,000,000 18,000,000
{Decrease) in Lair vidue taken
Lo olther comprehensive icome - Exhibit 13 ---- (1,544,000}
Fair value us at 30 June / 31 December - Note 6 (7) 17,000,000 . Iﬁj]f'l[J‘[][]I”I..
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NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED [N LLALK. DIRTIAMS)

1) the geographical distribution for the mvesteents in linsncial assets isas [ollows:

3 June 2020 31 Drecember 2010

(Lmnnedited) [ Audited )
Within UAE 17,000,000 15 000,000
Total - Note 6 (b & ¢) 17,000,000 15,000,000

el INVESTMENTS BESIGNATER AT FAIR VALUE THROUGH PROFIT OR LOAS AETPeL)
1} Changes in investments designated at fair value through profit or logs (FNTPL) for the period

are a5 Tollows:

30 June 2820 A Degember 2014
{Unaudited) {Audited)
Fair value at the beginning of the year 921,919 1,243, 144
(Deerease) in Lar value taken to
profit or loss - Note 18 (279,680) (321,229)
IFair value as at 30 June /31 December - Note 6 (a) (42,239 021,910

i1} the geographical distribution for the investments in financial assets is a5 follows:

20 Juoe 2020 11 Diecember 2010

(Uhandited) LA ndited)
Wilthin LIAL G 2,239 021,914
Tatal - Note 6 (h & ¢) 642,239 2210119

TAKAFUL CONTRACT LIABILITTES AND RE-TAKAFUL CONTRACT ASSETS

) This item consists of the following: 30 June 202 31 Drecember 200§
{Lnaidited) [Audited)

Ciross outstanding ¢laims

Chutstanding claims 149,266,387 126,151,054
meurred but not reported reserve 153,620,194 141,614,772
Unallocated loss adjustment expense rescrve 4918737 4001 24
Ulnexpired risk reserve 215812 2,024,822
Total - Exhibit A 278,021,130 276,196,776

Retakalul share of cutstanding claims

Oulstanding claims 39,576,692 FR.TIRTS6
Incurred bul nol reponted reserve 70,370,301 03,643 760
Unexpired risk reserve = L2218

Total - Exhibit A 115,947,053 105593634

20
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(AMOUNTS ARE EXPRESSED IN ULATE, DIRITAVS)

i)

Iy

Net technical provision

Outstanding clams

Incurred but not reported reserve
Unallocated loss adjustment expense reserve
Linexpired nsk reserve

Total - Note 7

OTHER RECEIVABLES AND PREPAYMENTS
This ilem consists of the following:

Related parties roceivahles - Note 19
Impairment of related receivables
Net - related partics receivables

Advances lowards formation of companies
Impainnent of advance towards formation of companics
Net - advances towards formation of companies

Other receivable and advances to supplicrs
Impairment of other receivable and advances Lo suppliers
Net - other receivable and advances to suppliers

Prepaid expenses

Accrued profits from investment deposits
Refundable deposits

Advances for investiments

Net

This item consists of the following:
Takatul aperations assets - Exhibit A
Shareholders' assets - Exhibit A
Total

S e 20240

3 Decenrhar 2014

(U ameited) {Audited)
35,425,731 e, (134 DR
77,244 833 THETL.02

4,918,737 6.406,128
215,812 ®U3,704
117,810,113 129,215,824

30 June 20240

11 December 2019

(Lnsudited) {Audited)

2,744,091 2,744, 080
{1.894.090) { 1. A494,090)
850,000 AL
823,388 823 365
(822,178) (822,178)
L2140 1,210
7,319,062 11,586,812
(5.201.950) (5201250
2,117,112 6,384,502
5.583.003 1,112,049
503,645 50,0067
1,633,749 1,633,795
3,506,9510) 3,506,950
14,195,719 14,038,937
6,513,343 8.560,384
7082376 5473 55%

14,195,719

14,038,937
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METHAQ TAKAFUL INSURANCE COMPANY PS.C.
PUBLIC JOINT STOCK
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN 1LAF, DIRHAMS)

[,
i)

by

INVESTMENT 'ROPERTIES

This ttem consists of the following : Buildings Total
AED AlLD
At 1 January 2019 {Audiied) 142,360,000 142360000
30 June 2020/
31 December - Exhibit (Unaudited) E42. 360,000 142,360 000

A building, located in Abu Dhabi, purchased in 2010 and held for Tong term rental yields,
As al year end, the investment pﬁ':pr:ny was regislered and held i trust in the name of
another party, lor and on behall of the Company and was not vel transforred to the
Company. Management is still in the process ol lormalizing the necessary registration
procedures to transfer the title to the Company’s name,

n) A plot of land in Abu Dhabi (hat is held in the name of a related party, for and on behalf ol

)

€]

f)

the company.

Investment properties are stated al fair value which represents the amount at which the
assets could be exchanged between o knowledgeable. willing buyer and a knowledgeable,
willing scller in an arm's length transaction at the dare of valuation, The fair value of the
investment properties at 31 December 2020 are determined by independent values using the
income and comparable methods, Manageinent believes that fair value has not changed

significantly during the year.

The fair value were determined based on capitalization of net income method, where the
markel rentals ofall lettable nnits of the properties in the neighborhood, The capitalization
rate adopted 15 made by reference to the yicld rates observed by the valuer (or similar
properties in the locality and adjusted based on factor specific 1o the respective properties.
In estimating the fuir value of the propertics, the highest and best use of the propertics in

CLUITENT USE,

The mvestment properties are classilied ag level 3, There wetre no transfers between level |

and 2 arto fevel 3 during current and previous period/ vear.
The rental meome for the period / year amounted (0 AED ATV A28 03 Diecember 209

ALED 5129490) and building expenses 30 June 2020 amounted to ALD 76276 {31
Decembier 20019; ALD 94 638).

29



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOLUNTS ARL EXPRESSED IN LLAE, DIRHAMS)

[1. SIHARIE CAPITAL
This iteim conssls ol the following;

Authorized, issued and fully paid
| 50,000,000 shares of AED | each

30 June 2020

150,000,000

150,000,000

12, LOAN IFROM SHAREHOIDERS
a} 'This iteny consists ol the [pllowing:

Polieyholders® fund
At 1 Janaary
Surplus for the penod! vear

30 June 20240

31 Dieceinber 2014

Asat 30 Jone! 31 December

Loan from sharcholders to policyholders
ALl Fanuary
Net movement during the period / year

Total
Allowanee tor loan Lo policyhelders

(Unaudited) CAudited)

(186.457.058) {206,532,287)

1.430,794 20.075,229
(185,026,264)  (186,457,058)

186,457,058 206,532,287
(1.430,794) (20,075,229)

185,026,264 186,457 (058
(185,026,264)  (186,457.058)

Ag at M June! 31 December

b} The deficit in the policyholders' fund is financed by the shareholders through a Qard Hassan
Laan, The sharcholders have funded the deficit in the policyholders' fund in accordance with the
company's pohey through a Qard Lassan (free of linance charge) of AED I1R0.060,741 as of 30
June 2020 (31 December 2019; ALD 186.457,058) with no repayment terms. During the year,
Qard Hassan with a nominal value of AED 6,396,317 (31 December 2019: 20.075,229) waz
recovered and the recovery of the same ampunl was recopnised to the stalement ol profit or loss

altrbulable o shareholders,

Although recoverability of the remaiome loan balance (= uncertain, manacemeni expects 1o
4 K : £ P

recover it from future profits from takalul operations,

13, END OF SERVICE BENEFITS OBLIGATION

The detanls ol maovement in the accounts during the period / vear are as follows:

Ralance at 1 Tanuary
Charge during the period! year
Setllements

AN 200240

{Lnaudited)

i1 Degember 2019

CAudiled)

Balanee at 30 Jone /31 December - Exhihit A

4,122,164 3,088,178
736,019 1,163,190

(1,054,619) (129,204)

3,803,564 4,122 164

el



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOLNTS ARE EXPRESSED IN LLA.E. DIRTIAMS)

|4,
i)

ly)

b)

16

MIUDAREB SHARE AND WAKALAH FEES

The shareholders manage the lakaful operations for the policyhoiders and charge the @llowing

range of percentages of gross takaful contribulions as Wakalh fees:

0 fane 202} ¥ Drecenber 2419

tUnaudited) LAudited)
Motor 0%, 30%
Medical I15%; | 5%
Al other takatul elasses 3%, 30%

T'he shareholders manage the policyholders' investment fund and charge 10% (31 Decernber
2008 10%) of investmen! meome earned by policyholders' investment (ind as Mudarch share.
Investment income earned by policyholders' investment find as well as Mudareh share amounted
to AED nil (31 Deeember 2019: nil),

BASIC AND DILUTED EARNINGS PER SHARE
Basic carnings per share 5 caleulated by dividing the net profil for the year by the weighted
average number of shares outstanding during the vear as follows:

. Six months ended

30 June 2020 300 June 3019

(Llnandited) {Unandited)
(lLoss) / profit for the period (2,084,189 11.R22.030
Ordinary shares in issue throughoul the year 150,000,000 150,000,000
Basie and diluted carminps per share (0.014) 0.079

The compiny has not issued any mstruments which would have a dilutive impact on impact on
carmings per share when converled or exercised.

CONTINGENT LTABILITIES

This tlem comsists of the following: 30 June 2020 Y| Decembor 2019
{Lluaudited} {utidad)

etters of gparantes 0,3539.420 (L A50.470
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METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARADB EMIRATES

NOTES 10 CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXIRESSED IN UA.E. DIRTTAMS)

15

RISK MANAGEMEN'T

I'he company monitors and manages the lmancial risks relating to its businesy and operations,
Ihese risks inelude tukatul risk, capital risk. credit risk, interest rate risk. market risk, forcign
currency risk and liquedity risk.

The company sceks 0 minimize the effects of these risks hy diversifying the souwrces of irs
capital. [t maintaing Lmely reports about its ask management function and monitors dsks and
policies implemented to mitigale risk exposures,

a}  Takafu! risk
‘The risk under any one takaful contract is the possibilily that the insured event occurs and
the uncertainty of the amount of the resulting claim, By (he nature of an takalul contract,
this risk is random and therefore unpredictahle.

For a portiolio of takaful contracts where the theory of probability is applied to pricing and
provisioning, the principal tisk that the company faces under ils 1akaful contracts is that the
actual claims and benefit payments exceed the estimated amount of the takaful liabilities.
This could oceur beeause the (requency or severity of elaims and henefits are greater that
eshimated. takaful events are random and the actual number and amount of claims and
benelits will vary from period o period from the estimale estahlished using stabistical

techmgues,

FExperience shows that the larger the portfolio of similar takaful contracts, the smaller the
relative variability aboul the expected oulcome will be. In addition, a more diversified
purtfolio is less likely to be affected across the board by a change in any subset of the
portfolio,  The company has developed its Lakalul underwriting strateay (o diversify the
type of takalul nsks sccepted and within cach ol these categories to achieve a sufficientiy
large population ol risks to reduce the vanability of the expected outcome.

The company manages risks through ity underwriting  strategy. adequate retakatul
areangements and proactive clanms handling, The underwriling strategy attemply Lo ensure
that the underwritten risks are well diversified in terms of type and amount of risk, industry
ind peography.  Underwriting limits are in place o enforee appropriate sk selection
criteria.

L
L]



METHAQ TAKAFUL INSURANCIEE COMPANY P.5.C.
UNITED ARAB EMIRATIES

NOTES TO CONSOLIDATED INTERTM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN 1LAT. DIRTTAMS)

b)

Capital risk
The company's objectives when manapme capital anc

To comply with the insurance capilal requirements required by UAE Federal Law No, 6 of
2007 concerming the formation of Insurance Authonty of UAE,

To safeguard the company's ability to continue as a going concern so that it can continue Lo
provide returns for sharcholders and henefity for ther stakeholders,

To provide an adequate return to shareholders by pricing takaful contracts commensuralely
with the level of risk.

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

The table below summarizes the minimum regulatory capilal of the company and the total
capital held,

30 Fune 2020 3l December 2019

{Unaudiled) CAdiled )
Total shareholders' equity 150,040,000 150,000,000
Minimum repulatory capital 100,000,000 LOO000.000

Credit risk
Credit risk refers o the nisk that @ counterparty will default on its contractual obligations
resulting in financial loss to the company,

Key areas where the company is exposed to credil risk are

Re-takafulers' share of takaful hallites.

Amounts due from re-takafulers' in respect of claims already paid,
Amounts due from takaful contract holders.

Amounts due from takaful intermediares (Note 7).

Amounls due from hanks for its balances and fixed deposits (Note 4),

The company has adopted a policy of only dealing with creditworthy counterpartics as a
meuns of mitigating the nsk of finaneial loss from defaults. The compuny's exposure and
the credit ratings of its counterpartics are continuously monitored and the ageregate value
of transactions conecluded is spread amongst approved counterparties. Credil exposure 1s
controlled by counter party lmils that are veviewed and approved by the mansgement

armually,



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN TLAE, DIRILAMS)

Re-takaful is wsed to manage takafil risk. This docs not, however, discharge the
company's liability as primary insurer, [fa re-insurer [aily o pay & claim for any reason,
the company remains bable for the payvment to the policy holder. The ereditworthiness ol
re-insurers is constdered on an annual basis by reviewing thenr financial strength prior Lo
finalization of any contract,

I'lie company maintains record of the pavment history for significant contract holders with
whom it conducts regular business. The exposure lo individual counterpirties is also
managed by other mechanisms, such as the vight of offsel where counterparties are both
debtors and creditors of the company. Management infonmation reported to the company
includes details of provisions for impairment on takalul receivables and subsequent write
offs . Exposures to individual policy holders and company's ol palicy holders are collected
within the ongoing monitoring of the controls. Where there exists significant exposure to
individual policy holders, or homogenous company’s ol policy holders, a financial analysis
cquivalent Lo that condueted for re-insucers is carmied oul by the company,

The carrying amount ol fnancial assets recorded in the conselidated interim financial
statements, which is net of impairment losses, represenls the company's maximum
exposure to credit risk for such receivables and liguid [unds.

d) faterest retie risk

The company is exposed lo interest rate rsk resultant from its banking facilities.
Management try (to the extent possible) to manage interest rate risk through maintaining an
appropriate mix between (xed and floating interest rafes balances al the start of the
financial vear.

Market risk

Market prices risk i the nsk that the value of a financial instrument will fluctuate as a
result ol changes in market prices, whether those changes are caused by factors specific to
the individual instrument or its issue or factors allecting all instruments traded in the

miarkel,

The company is exposed 1o market visk with respect Lo its ivestments in financial assely
aviilable for sale, investments desigmated al fair value through profil or loss and
investments propertics.

Foreign curvency risk

The company undertukes certain transactions denominaed in foreipn currencies, which
mposes sort of visk due o fluctuations in exchange rates during the period. The UAE
Dirham is effectively pegeed 1o the TS Dollar, thus foreign correney risk oceurs only in
respect of other currencies. The company maintaing policies and procedures o manage the

exchange rale risk exposure,



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

NOTES TO CONSOLIDATED INTERIM FINANCTIAL STATEMENTS
(AMOUNTS ARE EXTRESSED IN ULAE, DIRTIAMS)

g} Liguredity rish
The company's board ol directors adopled an appropriate liquidity risk management
framework as the responsibility of liquidity risk management rests with them.

The following table shows the matunity dates of company's financial assets and liabilities as at 30

June 2020 (Unaudited).

Finaneial assets than 1 yvear than | vear Toial
Cash und cash equivalents 9,517,995 e 9,517,995
Term deposity 2,989,426 e 2,989,426
Statutory deposits e 6,000,000 6,000,000
Retakafizl share of unearmed contributior 53.749.703 - 53,749,763
Investments designated al Lwr value

through other comprehensive income

(FV10CTH 17,000,000 e 17.000.000
lovestments designated at fair value

through profit and loss (FVTPL) 042,239 —— 642,239
Contributions and retakalul balances rec 273.850.776 -—- 273850776
Deferred acguigition costs 14,783,603 - 14,783,603
Retakatul share of outstanding elaims 115,947 053 - 115,947,053
Prepaid expenses and other ussets 14,195,719 e 14,195,714
Froperty and equipment - LU21.350 L021.350
Investment property - 142.360.000 142,360,000
Tatal 502,676,574 1493813510 652,057,924
Financial labilities

‘Takafal pavables SK.113,781 - 58,113,781
Outstanding claims 278,021,130 — 278,021,130
Retukalul payables R LL5,690 ———— 80,115,696
Accrued expenses and other halilities 0,601,937 rram 0,001,937
Trade pavablos 1.409.863 — 1,409,863
Unecarned retakalul commission ineome 18,174,649 —- 18,174,649
Lineamed contributions 114,073,329 e 114,073,324
Fnd of service benefits ohligation o 3,803,564 3.803.564
Other pavable 751,300 —~== 751,366
Tuotal 566,261,751 3,803,504 S70.065,315




METHAQ TAKAFUL INSURANCE COMPANY P.S.C.

UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

{AMOLINTS ARE EXTRESSED [N U AT, DIRILANMS)

The following table shows the maturily dales of company's Gnancial assels and habilities as at 31

December 2019 (Audited).

Financial azsets

Cash aned cash equivalents

Term deposits

Statutory deposits

Retakalul share of unearned contabutio
Investments designated al fair value
through other comprehbensive income
(FVTOCT)

Investments designated at fair value
through profit and loss (FVITPL)
Contributions and retakaful balances rec
[Deferred acquisition costs

Retakaful share of outstanding claims
Prepaid expenses and other assets
Property and equipment

Investment property

Total

Financial lahilities

Takaful payables

Outstanding claims

Retakatul payvablea

Accrued cxpenses and other habilities
Trade payvables

Unearned retakaful commission income
Lincarned contributions

End of service henelits obligation

Uther payable

Total

Ligss Mare

than | vear than | vear Total
14,272,510 14,272,510
22.989.426 e 22 OR0. AT
- 5, (00, D00 £, D000
75,810,294 75,810,204
15,000,000 st 15,000,000
G21,919 - SRR RN A}
270,333,777 - 270333777
6,767 865 - 16,767,865
105,593,634 =mnn 105,393,034
14,035,937 —ee 14,038,937
1,256,478 |.256,478
142,360,000 142,360,000
535, 128362 149,616,475 6HS. 344,840

48700 670
276,196,776
L11,070,107

8.507.578
557,283

21.410,916

127.536,143

77,3590

4,122,164

48,709,679
276,196,776
111,070,107

8,507,578
557,283

23410916

127,536.143
4,122,164
477 396

397,145,878

4,122,164

601,268,042
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19,

RELATED PARTIES

This 1lem eonsists of the following: A0 June 2024 M December 2074
{Unaudited) [Aauddited)
Takaful receivables due from related parlies - Nole 8 5,196,806 5,598,550
Total - Exhibit A 5,196,806 5,598,550
fnpairment of related parlies receivables - Nole 8 (5, 196.800) (5,196.806)
Tatal - Exhibit A - 401,744
Cther related parties receivables - Note 8 2,744,090 2,744,090
Total - Note 8 (a) 2.744.000 2,744,090
Impairment of related parties recervables - Note 8 (1.894,090) (1,854,000)
Total - Exhihit A 850,000 830,000
Claims paid 44,005 2,425,649
Dhirectors remuneration 451,913 1:460,557

One of the board members is no more a related party as he s not a board member anymore since
June 2019, The receivable pertaining to him amountmg 1o AED 309093 has been moved to

normal takatul feeeivables,

Six months coded

30 June 2020 30 June 20149

(Unnudited) (L innudited)
Short-tenm benelils 1,919,831 2,792,436
Long-lerm benefits 21,200 161,443

The remuncration of key mandgement personnel 15 based on the remunerabon agreed i ther
: H

semiployment contracts as approved by the Board of [hrectors.

A4l
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21.

SUBSEQUENT EVENT

The existence of Novel Coronavirus (Covid-19) was confirmed 1n Janvary 2020 in mainland
China and has subsequently spread to many other countries around the world., This event has
caused widespread disruptions to business, with a conseguential negative impact on ceonomic
activily, The Company considers this event o he a non-adjusting event alter the reporling periad
and therefore has not made any to the inanaal statements as a result of this matter. The ouleome
of this event is unkoown and therelorcadjusiments the impact on the Company cannol be
reasonably quantificd at the date of issuance of these inancial statements, The eflect of Covid-19
on the Company will be incorporated into the determination of the Company’s lechnical reserves,
impairment of contributions and retakaful balances receivables, valuation of equity partfolio and
valuation of investment properties during 2020,

GENERAL

The fipures in the consolidated intenm  Linancial statements are rounded 1o the nearest Thrham of
United Arab Emirates.
APPROVAL OF FINANCIAL STATEMENTS

The conselidated interim lnancial statements were approved by the Board of Direciors and
authorized for 1ssue. On their hourd meeting dated 13 August 2020,



