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REPORT ON REVIEW AND CONSOLIDATED INTERIM FINANCIAL INFORMATION

The Sharcholders'
Methaq Takatul Insurance Company P.S.C.
United Arab Emirates

fntroduction

We have reviewed the accompanying consolidated interim financial statements of Methaq Takalul
Insurance Company P.S.C.. us at 30 September 2020 which comprise the conselidated interim
statement of’ financial position as at 30 September 2020 and the related consolidated interim
statement of profit or loss, related consolidated interim statement of comprehensive income, related
consohidated interim statement of changes in equity and consolidated interim statement of cash flows
for the period from 1 January 2020 to 30 September 2020 and explanatory notes, Management is
responsible for the preparation and presentation of these consolidated interim financial statements in
accordance with International Financial Reporting Standard 1AS 34 consolidated interim Financial
Reporting ("1AS 34"}, Our responsibility is to express a conclusion on these consolidated interim
financial statements based on our review,

Scope of review

We conducted our review in accordance with International Standards on Review FEnpagements 2410,
"Review of consolidated interim Financial Information Performed by the Independent Auditor of the
company.” A teview ol financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analyvtical and other review
procedures. A review is substantially less in scope than an audit conducted in accordarce with
International Standards on Auditing and consequently does not enable us to ohtain assurance that we
would become aware of all sipnificant matters that might be identilied in an audit. Accordingly, we
do not express an audil opinion.

Basis for Qualified Conclusion

We refer to Note 10 to the consolidaled interim financial statements that provides details of the
company mvestment propertics amounting o AED 142,360,000 (31 December 2019 ; AED
142,360,000), the management has not carried out an impairment review on investment properties to
determine whether any impairment right down should he applied in the consolidated interim financial
staternent at 30 September 2020, In the absence of information to assess the recoverabilily of these
dssets, we were unable to satisfy ourselves as to the carryin g amount of investment properties,
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REPORT ON REVIEW AND CONSOLIDATED INTERIM
FINANCIAL INFORMATION (continued)

Based on our review, except for the possible effects of the matter deseribed in the basis for qualitied
conclusion section of our report nothing has come to our attention that causes us to believe that the
accompanying consolidated interim financial statements present fairly. in all material respects, the
consolidated interim financial position of Methag Takaful [nsurance Company P.S.C. us at 30
September 2020 and its consolidated interim cash flows for the nine-month period then ended in
accordance with IAS 34,

Otler matter
The consohidated financial statements of the company tor the vear ended 31 December 2019 were

audited by another auditor who expressed a qualified opinion on those statements at 26 March 2020.
& Co. International

Talal Abu Ghazal

5 Kilani
Licensed Auditor No, 632

10 Movember 2020



MFTHAQ TARAFUL INSURANCT, COMPANY P.S.C.

INITED ARAB EMIRATES

EXHIBIT A

CONSOLIDATED INTERIV STATEMONT OF FINANCIAL FOSITION

AS AT 30 SEPTEMBER 2020

ASSETS

{AMOUNTS ARYE EXTRESS ED Iv UAE. DI AMS)

1nh.: fploperating gmals- .
Retakaful share of uneamcd contributions

Prepaid expanses und other assers

HATE

Retakalul share of outstanding claims 7 (@)
Contribulions and refakaful bﬂtrm receivabios

Bank {erm depoyits

Cash and cash equivalents 4

Total takaful operating assets

Bhare b g

Property and eqquipment

Stalutory deposit

g

Tavestents designated at faic value through pn}ht

and foss (FVTT'L)

Investments desipnated ot fair value dirough other

compréliensive income (FVTOCT)
Deferred policy acquisition costs

Trivestiments propertivs

Prupaid cxpenses and olher asscls

Bunk leei deposits
Cash anil cash équivaleats
Total sharehiolder's asgels

TEYTAL ASSETS

n
[

I

T -
ﬁn:sy Eahot

30 September 2020 31 Dzooher 019
{Denuedited) {Anddited}
63,689,314 75,816,294
3,115,745 B.566,384
125,499,474 105,393,634
273,906,972 270,333,777
s 20,000,000
11,833,980 12,454,878
479,045 485 492,758 965
923,911 1,256,478
6,000,000 6,000,000
649,451 521,919
17,080,000 15.000,000
24,510,070 16,767,865
142,360,000 142 360,000
7,507,205 5,472,333
2,089,420 2,989.426
1,143,246 1,817,634
203,083,309 192,585,875
682,128,794 685,244,840

A
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METHAD TARAFUL INSURANCE COMPANY P.S.C.

ENITED ARAL EMIRATES

CONT.EXHIBLT A

CONSOLIDATELR INTERTM STATEMENT OF FINANCIAL POSITION .

AE AT IDSEPTENMBER 2020

{AMOIINTS ARE EXPRESSED IN LK DIRHAMS)

LIABILITIES, PARTICIPANTS' AND
SUAREHOLDERS' EQUITY

Takalul eperating lzkilities

Takoful payublex

Quistanding claims

Retakaful pavables _
Unearmuod retakaf] commission income
Uneamed vonlributions

Tutal iakaful operations linhilitics

Share holders” o hilities .
Trade paysbles

Acerued expenses and other linbilitics
End of service benefits obligation
Other payables

Vat Tayuble

Total sharéholders’ Hubilities

Pactici E:Iﬂi:i'-ftii:ﬂ

Deficit of general panticipants Gikalid fund
Loan from shereholders
Tatal sharcholders’ linbilitics

Shate capital
Leoal reserve.
General reserve
Tnvestinene falr vafue reserve
Accumulated (fosses)

Net equity - Exbibit C
Total liabilities, participa

Fund und equity

niFfh

7{m)

13

12
12

Eu}ﬁ Tesiber

30 Seprember 230

Dueunher 20114

{Unaadited) EATTL Y
82,592,715 48,798,679
272,326,941 276,196,776
84,900,047 111,070,107
71,343,909 23,410,916
134,557,076 127,536,143
572,811,648 587,013,621
2,127,647 557.283
7,041,674 8,597,578
3,089,998 4,122,164
e 977,396
1,267,305 o
13,526,624 14.254.42]
{176,336,097) (186,457,058}
176,336,007 186,457,058
150,000,000 150,000,000
4,581,554 4,580,554
1,700,807 1,700,807
(17,720,000 {17,720,000)
_(42,770,839) (54,484,563
95,790,522 #4,076,79%
682,128,794 685,344,840

THE ACCOMPANYING NOTES ARE 4 ¥ -
INTEGCRAL PART OF TITESE CONSOLIDATED IV PRI FINANCIAL STATEVENTS

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

EXIIBIT B
CONSOLIDATED INTERIM STATEMENT OF PROFIT OR LOSS
FOR THE PERIOD FROM 1 JANUARY 2020 TO 30 SEPTEMBER 2020
(AMOUNTS ARE I'Z."&_I‘In’.l-'.!-;HT-'H IN UAE, DNEHAMS)

Mine months ended

30 September 2020 30 Seplember 2009

{Unaundited} (Lnandired)
(iross contribution written 17(c) 194,308,485 233,319,524
Retakaful contributions (92,245,324) (125,593 348)
MNet takaful contributions 102,003,161 L. 726176
Change in net unearned contribution provision (19,141,913) 7,712,342
Net takaful contributions earned 42,921,248 [ 15,438,518
Commissions carned 17{e) 30,293,243 33,523,693
Gross takaful contributions 113,214,491 148,962,211
Gross claims paid (135,119,203)  (142,564,194)
Retakaful share of claims paid 63,672,576 52771 481
Net claims paid (71.440,627) {r9,792.713)
Change in outstanding claims 11,259,345 (15,687.,965)
Change in retakalul share of outstanding claims (2,042,877) 17,083,632
Change in incurred bul not reported claims reserve (8,261,911) (897,204)
Change in retakaful share of incurred but not reported claims reserve 23,194,835 (1.331,605)
Additional unexpired risk reserve (3,453,842) -
Change in retakaful share of uncxpired risk reserve (1.221,118) SR
Change mn allocated loss adjustment expense 1,081,840 {1,759.611)
Net claims incurred (50,890,355) (91,815,466)
Takaful operating profit 62,324,136 537.146,745
Wakala fees (52,203,175) (61.169,042)
Surplus / (Deficit) of takalul results for the period 10,120,%61 (4,022 297
Sharcholders' investment and other income (netl) 348,787 463,749
Walcalah fees from polievholders 52,203,175 061,169,042
Income from real estate 431,529 514,224

Takatul expenses
Change in fair value of investments at (ar

(22,723,015)

(22,344,731)

vilue through profit and loss (272,408) (U2.640)
Change in provision of loan to policvholders’ fund 10,120,961 (4,022,297)
Profit expense on [slamic financing S {80.,345)
General and adminisiralive expenses (28,395,245) (31,229.480)
Met profit for the period - Exhibit T 11,713,724 o 4,377,511}
Basic and diluted earnings per share 0.078 0029

THE ACCOMPANYING NOTES ARK AN

INTEGRAL PARY GF TIESNE CONSCLIDATED INTERIM PINANCIAL STATEMENTS
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METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
UNITED ARAB EMIRATES

EXHIBIT B
CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME FOR THE
PERIOD FROM 1 JANUARY 2020 TO 30 SEPTEMBER 2020
(AMOUNTS ARE EXPRESSED IN U AE. DIRHAMS)

Mine months ended

A September 2020 30 September 2014

NOTE {Unaudited) (Llnaudired}
Profit for the period - Exhibii D 11,713,724 4377510
Oiher comprehensive (loss):
Fair value (loss) on financial asscts at PVTOCI f () mm (3,544,000
Cither comprehensive (loss) for the period - (3,544.000)
Total comprehensive
income for the period - Exhibit C 11,713,724 833,510

THE ACCOMPANYING NOTES ARE AN INTEGRAL
INTEGRAL PART OF THIESE CONSOFLIDATED INTERIMN FINANCIAL STATEMENTS
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METHAQ TAKAFUL INSURANCE COMPANY IP.S.C.
UNITED ARAB EMIRATES

EXHIBIT D
CONSOLIDATED INTERIM STATEMENT OF CASIH FLOWS FOR THE
PERIOD FROM 1 JANUARY 2020 TO 30 SEPTEMBER 2020
(AMOLUNT S ANE EI;XI‘I?.E-'.HEF.__I‘.I IN LLAE, DIRHAMS)

Nine months ended
MM Seplember 2020

A0 seprember 20149

Honandited (Lnaudited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Profit for the period - Exhibit B 11,713,724 4377510
Excess ol lakalul results for the period 10,120,961 (4,022,207
Adjustment to reconcile net income to net
cash provided by operating activities
Depreciation of property and equipment 444,762 499,154
MMovement of uncarned contribulions {net) 19,141,913 (7,712,343)
Net fair value (loss) on investment designated at FYVIPL 272,468 82,646
[nvestment and olher income 26,795 [ 414,250
End of service benelits obligation 852,933 028,345
Recovery for loan policyholders fund (10,120,961) 3,071,796
Profit expense on [slamic financing e 80,345
Operating profit before working capilal changes 32,452,595 (1,270,594)
Changes in the components of working capital:
Deercase in prepaid and other assets 3,415,987 1,576,640
{Increase) in contribution and re-takalul balances receivables {5,573,195) (34,475,035
{Increase) in differed policy acquisition cosls (7,742,205} {3.030,375)
{Increase) in oulstanding claims (net) (23,775,674) (11,107,336}
[mercasc in takalul payables 10,793,095 [ 1,340,593
(Decrease) / increase in retakalul payables {26,079,159) 27,558,604
Increase in frade payables 1,570,364 4. 843,470
(Decrease) i acerued expenses and other liabilitics (1,265,995) {1.834.202)
(Decrease) f wercase in unearned re-takalul commission income (2,067,007) 4,496,450
Net cash flows (used in) operating aclivilics (18,271.194) (1,902,679
Settlement of end of service benefit oblipation (1,885,099) (127,620)
Net cash Hows (used i) operating activities (20,156,293 {2.030,29%)

THE ACCOMPANYING NOTES ARE AN
INPEGRAL PART OF THESE CONSTHIDATED INTERIM FINANCTAL STATEMENTS



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

CONT. EXHIBIT D
CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS FOR THE
PERIOD FROM | JANUARY 2020 TO 30 SEPTEMBER 2020
{AMOUNTS ARE FXPRESSED IN U AE. DIRHAMS)

Mine mamihs ended
i September 2024 20 September 2018

{Unaudited) (i anedited )
CASIHFLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment (112,190} (662,272
Interest on term deposits income (26,795) (1,414,250)
Purchase of investment designated al fair value through
Other comprehensive income FVTOCT (2,000,000 (15,000,000
Net cash flows (used in) investing activitics (2,138,991)  ({17,076,522)
CASH FLOWS FROM FINANCING ACTIVITIES -
Deerease / {increase) in term deposits 20,000,000 (80,3435)
Profil expense on [slamic [inancing —— (857,143)
Net cash Hows from /S (used in) financing activities 20,000,000 (937,488)
MET CASH FLOWS (USED) DURING THE PERIOD {2,295,284) (20.044,309)
Cash and cash equivalents at beginning of the period 14,272,510 32,907,972
CAST AND CASTI EQUIVALENTS AT END OF THE PERTOTY - Natc 4 11,477,226 12,863,063

THE ACCOMPANYING NOTES ARE AN



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

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

al

h)

¢l

d)

b}

STATUS AND ACTIVITIES

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

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

The company operates through its head office in Abu Dhabi and branch offices in Dubal.
The company is domiciled in the United Arab Emirates and its repistered office address is
PO Box 32774, Abu Dhabi, United Arab Emirates.

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

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

[n the cuwrent period, the company has adopted the new and revised International Financial
Reporting Standards (TFRSs) including the International Accounting Standards (1ASs) and
then interpretations thal are relevanl to its operations and effective for annual reporting
periods beginning on 1 January 2020,

Al the date of anthorization of these consohidaled interim lnancial statements, the following
Standards and Interpretations have been issued but not yvel effective
Lffective for annual
periods beginning

on or atter

IFRES 17 - Insurance contracts | January 2023

Amendments to IFRS 10 and LAS 28 - Sale or contribution of
asscts between an investor and its associate or joint venture. Indefimle



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

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

e

.

LE]

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted by the company is consistent with those applied in prior
perieds except for the new and amended [FRS's elfective as of | Tanuary 2020 as detailed
m Note 2 (a) which did not have material impact on the consolidated interim financial
statements of the company. The significanl accounling policies adopted by the company in
the preparation of the consolidated interim (inancial statements are as follows:-

Consolidated Interim Financial Statemenis Preparation Framework
The consolidated interim financial statements have been prepared in accordance with
International Financial Reporting Standards,

Rasix of presentation

As at 30 September 2020, the company accumulated losses amounted to ALD 42,770,839
{31 December 2009 @ AED 54.484.563) which represents 28.51% (31 December 2019 -
36.32%) of the share capital ol the company,

The consolidated interim financial statemenls are prepared in accordance with the
histarical cost principle.

Historical cost is pencrally based on the [air value of the consideration given in exchange

for goods and services, while Fair value 15 the price that would be received to scll an assel

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

mecasurcment date, regardless ol whether thal price is directly observable or estimated

using another valuation lechnique. In estimaling the fair value of an asset or a liability, the

conipany lakes into account the characteristics of the asset or liability if market participants

would lake those characteristies into account when pricing the asset or liability at the

messurement date,

In addition, for inancial reporting purposes, Tair value measurements are cateporized into

Level 1,2 or 3 based on the degree to which the inputs to the fair valuc measurcinents are

observable and the significance of the inputs to the fair value measurement i ils entirely,

which are described as follows:

- Level | inputs are quoted prices {unadjusted) in active markets for identical
assets or hahilities that the entity can access at the measurcient date;

- Level 2 inputs arc inputs, other than quoted prices included within Level |, that
are ohservable for the asset or habilily, etther directly or indirectly; and

- Level 3 inpuls are unobservable inputs fior the asser or liability,

Financial instrivments

A financial instrument 1s any conlract thal gives rse lo a financial asset of one entity and a

Inanetal habihity or equily marument of ancther entity, Financial instruments are cithor

financial assets or financial Labilities,



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS AREK EXPRESSED IN LLAE. DIRHAMSE)

il

o

—_

1t

The cffective mlerest method 15 a method of caleulating the amortized cost of a financial
asscl and of allocating interest income over the relevanl period. The effective inferest rate
15 the rate that exactly discounts estimated future cash recerpls (including all fees and
points patd or recerved that form an integral part of the elfective interest rate, transaction
costs and other premiuns or discounts) through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the nel carrying amount on initial recognition.

Liffective interest methoc

Financial assets

Any assel thal 150 cash, an equity instrument of another entily, or a debt instrument of
another enlity (a contractual right to receive cash or another finaneial asset from another
enlity, or to exchange financial assets or financial labilities with another entity under
conditions that are potentially favorable to the enlity, or a contract that will or may be
settled in the entity’s own equity instroments).

The company does not have debt instruments that qualify for measurement at far value
through ather comprehensive income nor at fair value through profit or loss. Morcover the
company's financial assets does not have any cquity insirument financial assets,

Initial measurcment

Financial assels are recognized when the company becomes party to the contractual
provisions of the inslruments. At initial recognition, the company measures a financial
assel al its [ar value plus, in the case of a financial asset not al [air value through profit or
loss, transaction costs that are directly attributable o the acquisition of the financial asset.
Transaction costs of financial assets carried at fair value through profit or loss are expensed
in profit or loss,

Cash and caxh equivalenis

Cash and cash equivalents includes cash on hand. cash at banks - curent accounts, demand
deposits and other short-term highly liquid investments with original matorities of three
months or less.

Rank fixed deposits
Bank fixed deposits are mcasured al amortized cost using the effective interest method.

Takalid receivables

Takalul and other receivables that have fixed or determinable paymenls that are not quoted
m an active market are classified a loans and reccivables, Loans and receivables are
measured at amortised cost using the effective rate or return method, less any impaicment.
Return income is recognized by applying the elfective rate of return, except for shorl term
receivables when the recognition of returm income waould be immaterial,

14



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

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

Definition
Takatul contracts are those contract when the company (the operator) has accepted takaful
rate on behall of takaful funds from another party (the policyholders) by agreeing to
compensate the policyholders il any specified uncertain future event (the insured event)
adversely allects the policyholders,

Hecogaition and wmeasurcmerd
Takalul contracts are classified into two main calegories, depending on the duration of risk
and whether or not the terms and conditions are fixed.

These contracts are casually and properly tukaful contracts.

Casually takaful contracts protect the policyholders against the risk of causing harm (o
third parties as a result of their legitimate actives, Damages covered include both
contractual and no contractual events. The typical protections offered is desipned for
cmployers who become legally liable to pay compensation to mjured  emplovees
(employers hability) and for individual and business customers who become liable to pay
campensation to a third party for bodily harm or properly damage (public liability),

Property lakalul contracts mainly compensate the policyholders for damage suffered 1o
their properties or for the value of property lost. Policyholders who undertake commercial
activities on their premises could also reccived compensation for the loss of carnings
caused by the inability (o use the insured properties in their business activitics (business
mlerruption cover),

For all this takaful contracts, contribulions are recopnived as revenue (eamed

contributions] proportionally over the period of coverage. The portion of contributions
received on in lorce contracts that relates to uncxpired risks at the end ol the reporting
period date is reported as the unearmed contribution liahility,

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

fetahafud contract assets
Retakaful contract assel include ratakaful share of outstanding claims (including share of
claims incurred by nol reported - IBNR) and retakaful share of unearned contribution.

13



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

NOTES TO CONSOLIDATED INTIERINM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ULAE. DIRILAMS)

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

Takaful contracts entered in to the company under which the contract holder is involved in
takalul activities arc included with takaful contracts, The benefits to which the company 15
entitled under 15 retakalul contracts held are recognized a retakaful contract assets. The
company assess ibs retakalul conlract assets for unpainment on regular basis, 1f there i3
objective evidence that the retakalul conlract assel is impaired, the company reduces the
carrying amount of the retakalul contract assels to its recoverable amount and derecognizes
that impairment loss in the statement of profit or loss, Amounts recoverable from or due to
retakful holders are measured consistently with the amounts associate with the retakaful
contracts and in accordance with the terms of each retatul contract.

Takafil contract liabilities
Takalul contract liabilitics include outstanding claims (OSLR), claims incurrad bul not

reporled ("IBNR"), uncamed contribution reserve (UCR) and provision for allocaled,
unexpired risk reserve (UPR) and unallocated loss adjustment cxpenses (ALAE/UAE).

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

The unearned contribution reserve considered n the Tukatul contract Lishilities comprise
the estimated proportion of the gross contribution written which relates to the period of
Takaful subsequent to the reporting period date, Unearned contribution are caleulate done a
time proportion basis over the effective period of the policy, The proportion attribulable (o
subsequent period is deferred as unearned contributions reserve. The company provide
uncarncd contributing reserve based on actual teris of the policy.

The liability relating to IBNR and ALAL/ULAE reserve is caleulated al the reporting date
using a range of standard actuarial claim projection techmgues, based on empirical data
and current assumptions that may include a margin [or adverse deviation, The hability is

nol discounted Tor the time value o money.

The takatul portion towards the above outstanding claims, claims incurred but not reported
and unearned contributions rescrve 1s classilied as relakalul share of outstanding claims
anel relakalul share ol uncarned contribulioms 1 the consohdated intesim financial

16



METHAQ TAKAFUL INSURANCE COMPANY P.S.C.
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NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMEN'TS
(AMOLNES ARE EXPRESSEED IN U A F. DIRFTAMS)

Selvage and subvagation reimbursements
Fmirates of salvage and subrogation reimburscments are considered as an allowance in the
measurements of the takaful lability for claims.

At the end of each reporting period, liability adcquacy tests are performed lo ensure the
adequacy of retakaful contract liabilitics ne lo relaled deferred policy acquisition costs, In
performing these tests, curent test estimates of future contractual cash flows and claims
hand doing an administiation expenses, as well as investment income from the asscls
backing such liabilities, are used. Any deficiency is immediately charped to the
consolidated interim statement of profit or loss initially by wring off the deferred policy
acquisition cosls and by subsequently establishing a provision for losses arising [rom

[ability adequacy tests,

feceivables and pavables related o takalud contracts
Receivables and pavables recognised when due. These include amounts due to and from
agents, brokers and takatul contract holders.

[l there 15 objective evidence that the takaful receivable is impaired, the company reduces
the caning amount of the takaful receivable accordingly and rccognizes thal impairment
loss in the statement of profit or loss.

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

v

o

A financial asset is classified as fair value through profit or loss i it is classificd as held for
trading or is designated as such upon mmtial recognition, Directly attributable lransaction
costs are recognized in profit and loss as incorred. Uinancial assets at [air value through
profit or Toss are measured al fair value and changes therein, including any interest or
dividend income, are recognized in profit or loss.

Financial assefs at fafr valoe through other comprehensive income (FVITOCT)

FVTOCT financial assets may include cquity instruments that are not held principally for
the purpose of selling in the near future or debl instruments with fixed or determinable
payments and fixed maturity dates that the company has no positive intent and ability to
hold to maturity,

FVTOCI financial assels are stated af fair value for listed sceurities and it cost for unlisted
sccurthies. Gains and losses arising from changes in lair value are recosnized in
consolidated interim other comprehensive income and accumulated in the mvestiments
revaluation reserve with the exception of impmirment losses, interest caleulated using the
effective interest method and loreign exchange gains and losses on monetary assets, which
arc recognived directly i the consolidated interim stateiment ol comprehensive income,
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UNITED ARAB EMIRATES

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

m

The cumulative gain or loss previously recognized in the investments revaluation reserve is
meluded in the consolidated interim statement of comprehensive income upon the disposal
ol mvestment. Dividends on FVTOCT equity instrumenls are recognized in profit or loss
when the company's right to receive payments is cstahlished.

Impairment

IFRS 9 replaces the “incurred loss® model in [AS 39 with an ‘expeeled credit loss” (ECL)
model. This requires considerable judgement aboul how the changes in economic factors
affect ECLs, which will be determined on a probability-weighted basis. This model applies
to financial assets measured al amortized cost, conlract assets and debt investments at
VOCL but nol to investments i equity instruments, Under IFRS 9, credit losses are
recopnized earhier than under TAS 39,

Derecognition

The company derecognizes a financial assct when the contractual rights to the cash Mows
from the financial asset expire, or it transfors the rights to receive the contractual cash
flows in a transaction in which substantially all of the risks and rewards of ownership of
the financial asset arc transferred or in which the company neither transfers nor retains
substantially all of the risks and rewards of ownership and it does nol retain control of the
financial asset.

The company enters into {ransactions whereby il transfers asscls recognized in its
consolidated interim statermnent of financial position, but retains cither all or substantially
all of the risks and rewards of the transferred assets. In these cases, the transferred assets
are not derecognized.

With the exception of FVTOCT equity instruments, if, in a subsequent period, the amounl
of the impainment loss decreases due to an event oceurring after the impairment was
recognized, the previously recognized impairment loss is reversed through profit or Joss to
the extent that the carrying amount of the investment at the date the impairment is reversed
does not exceed what the amortized cost would have been had the impairment not been

recognized,

In respect of FVTOCI cquity securities, any incresse in fair value subsequent to an
impatrment loss is recognized in consolidated interim other comprehensive income.

Property and equipment
Property and equipment held for use in the supply ol goods or services, or for
administrative purposes, arc initially recognized at their cost being their purchase price Pl
any other costs directly altributable to bringing the assets to the loeation and condition
necessary for them to be capable of operating in the manner intended by management,

18
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NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARLE EXPRESSED IN U.AE, DIRHAMS)

After initial recognition, the property and equipment are carried in the consolidaled mterim
statement of financial position, at their cost less any accumulated depreciation and any
accumulated impairment. The depreciation charge for cach peniod 15 recognized in the
consoldaled interim statement of profit or loss. Depreciation 1s caleulated on a straight line
basis, which reflects the pattern in which the assel's future economic benefits are expected
to be consumed by the company over the estimated useful lives of the assets. The uselul
lives of the asscts arc cstimated as [ollows:

Calegory Uselul Tife
I'urnitare, fixtures and office eguipment 5 years
Compuler cquipiment and accessories 3 years

The estimated useful lives, residual values and depreciation method are reviewed at each
year-end, with the effect of any changes in estimate accounted lor on a prospective basis,

The carrying values of property and equipment are reviewed for impainment when events
or changes in the cireumstances indicate the carrying value may nol be recoverable, If any
such indication of impaiment exists, impairments losses are caleulaled in accordance with
Nole 3 ().

On the subsequent derecognition (sale or retirement) of the property and equipment, the
resultant gain or loss, being the difference between the net disposal proceeds, 1F any, and
the canrying amount, is included in the consolidated interim statement of profit or loss,

Ipairnent of tangihle assels

AL cach consolidated interim statement of financial position date, the company reviews the
carrying amounts of 1l tangible assets to determine whether there is any indication that
those assets have been impaired, If any such indication cxists, the recoverable amount of
lhe assel s estimated in order to determine the extent of the iimpairment loss, il any, being
the amount by which the carrying amount of the assct cxceeds its recoverable amount. The
recoverable amount is the higher of assct's fair value less costs to sell and the value in use.
The asset's fair value is the amount for which that asset could be exchanged between
knowledgeable, willing partics in arm's length transaction. The value in use is the present
value of the future cash Nows expeeted o be derived from the asset. An impairment loss is
recognized immedialely m the consolidated interim statement of profit or loss, unless the
relevant asset 1s carried at a revalued amount, in which case the nopatmment loss 1y treated
as o revaluation decrease,

L9



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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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Where an impairmenl loss subsequently reverses, the carrving amount of the asset is
decreased fo the revised estimate ol its recoverable amount, but the inercased carrving
amount due 1o reversal should not be more than what the depreciated historical cost would
have been it the impainnent had not been recognized in prior vears. A reversal of an
impairment loss is recognived immediately in the consolidated interim statement of profil
or loss unless the relevant asset is carried at a revalued amount, in which case the reversal
of the impairment loss 15 treated as a revaluation decrease.

Investiment propertics

Investment property (land or building ) is properly: {a) held by the company to cam
rentals, (b} for capital appreciation rather than for use in production or supply of goods or
services or for administrative purposes, or for sale in the ordinary course of husiness,
andfor for undetermined use. Investment property is measured initially al its cost,
mcluding transaction costs and revalued annvally by independent evaluators.

On the subscquent derecognition (sale or retirement) of the investment properties, the
resultant gain or loss, being the difference between the net disposal proceeds, if any, and
the carrying amount, 1s included in the consolidated interim statement of profit or logs,

Financial asseis designated at fair value throwgh other comprehensive income (FVIOCH
and through profit and loss (FVTPL)

Al initial recognition, the company can make an irrevocable election (on an instrument -
by - instrument basis) 1o designate investments in equily instruments as al FVTOCL

Designation at FVYTOCTis not permitted if the cquily investments is held for trading,

The classification depends on the nature and purposc ol the financial assets and is

determined at the time of initial recognition,

Investments in equity instruments al FVTOCT are initially measured at fair value plus
transaction costs. Subscquently, these are measured at fair value with gains and losses
arising  from changes in fair wvalue recognized in other consolidated  interim
comprehensive income and accumulated in the investments revaluation reserve.

Financial assets are classified as FVTPL when they are held for trading which means they
have been acquired principally for the purpose of selling in the near lulure. Financial
assels of FVTPL are stated at their fair value, subsequent gains and losses arising from
changes in fair value are recognized in comsolidated interim stalement of profit or loss,
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Impairment of financial assets

Financial assets, other than those at FVTP],, arc assessed for indicators of Lnpairment al
the end of each year. For financial assets carried at amortized cost, the amount of the
impairment is the difference between the asset’s carrying amount and the present value ol
estimaled future cash flows, discounted at the original effective interest rale. The Carrying
amount of the financial asset is reduced by the impairment loss directly for all financial

assets,

With the exception ol financial assets desipnated at far value thro ugh other

comprehensive income (FVTOCI), il m a subsequent year, the amount of the Impairment
loss decreases due to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed through profit or loss to the extent that
the carrying amount ol the investments at the date the impairment is reversed does nol
exceed what the amortized cost would have been had the impairment not been recognized.

In respect of hinancial assets designated at [air value through consolidated interim other
comprehensive meome (FVTOCT), any increase / decrcase will be recognized in prolit and
loss. Any increase in fair value subsequent o an impairment loss is recognized in other
comsolidated intertm comprehensive income.

Financial liabilities

Initial recognition and measurciment

Financial liabilities are recognized when the company becomes a party to the contractual
provisions of the financial instrument. The company determines the classification of its

financial liabilities at initial recognition.

All financial liabilities arc recognized initially at fair value plus in the case of financial
labilitics not at fair value through profit or loss, directly altributable transaction costs.

subsequent measurement

After initial recognition, financial liabilities that are nol carried al {air value through
profit or loss are subscquently measured at amortized cost using the effective interest
method. Guins and losses are recognized in profil or Jloss when the liabililies are
derceognized, and through the amortization process.

Derecoonttion

A financial liability is derccognized when the obligation under the liability is discharged
or cancelled or expires. When an existing linancial liability is replaced by another fram
the same lender on substantially different terms, or the terms of an existing lahility are
substantially modified, such an exchange or modification is treated as a derecognition ol
the original linbility and the recopnition ol a new liability, and the difference in the
respechive carrying amounls 1s recopnized in profit or loss,
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171,

Lepal reserve

Pursuant to the Company's Articles ol Assoctation, 10% of nel profit for the year o be
withheld annually and retained in the legal reserve account, The deduction shall be
suspended when the balance m this reserve account amounts to at least S0% of the
company's capital and 15 not available for distribution lor shareholders'.

(ienral reserve

In accordance with the Article 64 of the company article of association 10% of net profit
for the year is to be transfer to a genral reserve. No transfer was made during the period /
vear as the company in accumulated losses position.

Eud of service benefits ohligation

Provision for employees' end-of-service benelits is calculated in accordance with the
l'ederal Labour Laws of United Arab Emirates. The company mcasures its obligations
under employees' benefits as described in IAS 19 using actuarial valuation method unless
the differences between actuarial valuation and actual liability and service cost is
immaterial.

= Pension funds for UAL nationals has heen computed as per rates approved by the

concerned government department.

Revenue recognition
Revenue 1s measured at the fair valued ol the consideration receive do receivable in the

normal course of business,

coniribution
Contribution [rom gross and retakfaful contracts is measured under revenue recognition
crileria stated under takaful contracts in these linancial statements.

fhvidend income
Dividend income from investments is recognized when the shareholders' rights to received
pavment have been established.

fenial income
Rental income arising on investiment properlies sis accounted for on a straighl-line basis
over the lease terms on ongoing leases and is recorded in the statement of profit or loss.

Chher income
Other income is acerued on a lime basis, by reference to the prineipal outstanding and at

the cffective rate ol relurn applicable.

Chher income / expense reiakalud
Retakaiul income 1s recognized when retakaful s entered into and retakaful expenses are
recognized when the policies are 1ssued.
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0,

P-

Foreigin currencies

The consolidated interim financial statements are presented in the UAE Dirhams (AED)
which 18 the company’s functional currency. In preparing the consolidated interim
financial statements, transactions in cwrrencies other than the company's functional
currency (foreign currencies) are recorded at the rates of exchange prevailing al the dates
of the transactions, At each consolidated interim statement of financial position date,
monctary items denominated in foreign currencies are retranslated at the rates prevailing at
the consolidated interim statement of financial position date (closing rate). Non-monctary
items that are measurced in terms of historical cost in a foreipn currency are translated
using the exchange ratc at the date of the transaction. Non-monclary items that are
measured at fair value in foreign currency arc translated using the exchange rates at the
date when the tair value was delermined,

Lxchange differences arising on the settlement of monetary items or on tranalating
monetary 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 recogmived in the consolidaled interim statement of income in the year in which they
arisc.

Cantingent linbilities

Contingent liabilities are possible obligations depending on whether some uncertain future
cvents oceur, or they arc present obligations but payments are not probahle or the amounts
cannol be measured reliably.

- Critical accounting judgments and key sources of estimation uncertainty

While applying the accounting policies as stated in Note 3, management of the Company
has made certain judgements, estimates and assumptions that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ
from these cstimates,

The estimates and underlying assumptions arc reviewed on an ongoing hasis, Revision to
accounting estimates are recognised in the period of the revision in which the estimale is
revised If the revision aftects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods, The significant judgements
and catimates made by management that have a signilicant risk of causing a material
adjustments to the carrying amounts of asscts and liahilities within the next financial vear

Hres
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i) Unearned contribution reserve
The provision for uncarned contribution represents that portion of contribution received or
receivable that relates to risks that have not yet expired at the reporting date. The
provision is recognised when contracts are entered into and contribution are chareed, and
is brought to account as contribubion income over the term of the contract in accordance
with the pattern of takaful service provided under the contract.

i) Fair value of unguoted equity investments
External valuers were involved for valvation of significant investment properties,
Selection criteria for valuers include market knowledge, reputation, independence and
whether prolessional standards are maintained. The management decides, after discussions
with the Company’s external valuers, which valuation techniques and inputs to usc (or

i) fmpaivment of contributions and retakafidd balances receivables

An estimate of the collectible amount of takaful and other 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 credit
and liquidity position of the policyholders and the takaful companies, historical recovery
rates including detailed investigations carried out and feedback received from the lcpal
department. Impairment of takaful and other reccivables as at 30 September 2020
amounted to AED 49,200,208 (31 December 2019: AED 49,200, 208).

w) The wltimate liability avising from claims made wnder takafid contracts
The estimation of ultimate lability arising from the claims made under takaful contracts is
the Company’s most critical accounting estimate. ‘There are sources of uncerlainty that
need to be considered in the estimate ol the liability that the Company will cventually pay
for such claims. Estimates have to be made hoth for the expected ultimate cost of claims
reported at the end of the reporting period and for the expected ultimate cost of claims
incurred but not reported (“IBNR™) al the end of the reporting period. Liabilities for
unpaid reported claims are estimated using the input of assessments for individual cases
reported to the Company and management estimates based on past claims settlement
trends for the claims incurred but nol reported, At the end of each reporting period, prioe
vear claims estimates are reassessed for adequacy and changes are made Lo the provision.
Gross provision for IBNR as at 30 September 2020 amounted to AED 272,326,94] (31

-

December 2019 AED 276,196,770) as detailed in note 7.
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CASH AND CASHL EQUIVALENTS

This item consists of the [ollowing: 30 September 2020 31 Decerber 2019
(Enandited) { Auclited )

Cash and bank balances 11,977,226 14,272,510
Term deposits 2,089,420 22,989 426
Cash and bank balances 14,966,652 37261936
Term deposits with original maturity ol

more than three months (2,989,426) {22,989.426)
Total - Exhibit D - 11,977,226 14,272,510
Takaful and operations assets - Exhibit A 10,833,980 12,454, 876
Shareholders' assets - Exhibit A 1,143,246 1,817,634
Total - Note 12 (a) 11,977,226 14,272,510

b) Term deposits represent deposils held with Islamic financial institutions in the UAE, arc

L

al

denominated in UAL dirhams and carry profit at the prevailing market rates ranging from 2.5%
to 2.8% per annum (31 December 2019: 2.5% to 3.4%).

STATUTORY DEPOSIT

In accordance with the requirement of Federal Law No. 6 of 2007, concerning lnsurance
Companies and Agents, the company maintains a bank deposit amounting to AED 6,000,000 as
of 30 Seplember 2020 which cannot be utilized withou! the consent of the UAE Insurance

Regulatory Authority,

INVESTMENTS IN FINANCIAL ASSETS

This item consists of the [ollowing: 3 September 2020 3] December 2019
(Lnaudited) rAudiled)
Unguoted UAE cquity securities - Note 6 (b) - Exhibit A 17,000,000 15,000,000
Quoted UAE equily securities - Note 6 (¢ ) - Kxhibit A 049,451 921,019
Total 17,649,451 15,921,910

1) Changes in investments designated al fair walue through other comprehensive ineome

(PVTOCT) for the period £ year are as Tollows:
30 September 2000 3| December 20109

(U naudited) fAudiled)
Fair value al | January 15,000,000 3,544,000
Additions 2,000,000 L &, 000000
{Decrease) in fair value taken
lo other comprehensive income - Exhibit 3 o — (3.544.000)
Fair value as at 30 September/31 December-Note 6{a) : -I-T,ﬂf}ﬂ:ﬂﬂﬂ I5._[’-'{f'{J._{II[£
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11} the geographical distribution for the investments m financial assets is as follows:
30 September 2020

Willun UAE
Total - Note 6 (a & b)

C) INVESTMENTS DESTGNATED AT FAIR VALUE THROLUGH PROFIT OR LOSS (FVIPL)

3 December 2019

{Unaudited) {Auduted)
17,000,000 15 000 000
17,000,000 15,000,000

1} Changes n investments designated at Tair value through profit or loss (FVTPL) for the period

are a3 follows:

Fair value at the beginning of the year
{Decrease) in fair value taken Lo
profit or loss - Note 17

I'air value as at 30 September/31 December-Note 6(a)

it} the geographical distribution for the investments in financial assets is as follows:

Within UAL
Total - Note 6 (a & ¢)

30 September 2020

31 December 2019

(Unandited) {Aundited}
921,919 1,243,148
(272.468) (321,229
049,451 021,919

M September 2020 21 December 20140
Unandited {Andited)
649,451 921,919
649 451 921,919

7. TAKAFUL CONTRACT LIABILITIES AND RE-TAKAFUL CONTRACT ASSETS

This item consists of the [ollowing:

Gross outstanding claims
Outstanding claims
[ncurred bul not reported reserve

Unallocated loss adjustiment cxpense reserve

Unexpired risk reserve
Total - Exhibit A

Retakaful share of outstanding claims
Cutstanding claims

meurred but not reported reserve
Unexpired risk reserve

Total - Exhibit A

26

30 September 20240

31 Decemboer 2019

{Unaudited) fAndited)
111,620,065 126,151,054
149,897,127 41,614,772

5,331,086 6,400,128
5,478,663 2,024 822
272,326,941 276,196,776
36,685.870 IB,T2ETAA
8. 813,505 A5.643 760
== 1,221,118

125,499 474 !Uiﬁ‘»ﬂiﬁ.ﬁwﬁ
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(AMOUNTS ARE EXT'HESSED IN 1LAE, DIRHAMS)

a)

b

Net technical provision

Outstanding claims

Incurred but nol reported reserve
Unallocated loss adjustiment expense reserve
Unexpired risk reserve

Total - Note 7

OTHER RECEIVABLES AND PREPAYMENTS
This item consists of the [ollowing:

Related parties receivables - Note 19
[mpairment of related receivables
Net - related parties receivables

Advances towards formation of companies
Impairment of advance towards formation of companies
Net - advances towards formation of companies

Other recervable and advances to supplicrs
[mpairment of other receivable and advances to supplicrs
Net - other receivahle and advances to suppliers

Prepaid cxpenses

Accrued profits from investment deposits
Refundable deposits

Advances for investments

Net

‘This item consists of the following:
Takaful operations assets - lixhibit A
Sharcholders' assets - Exhibit A
Tuotal

30 Seplember 2020

31 Drecember 2019

(Unaudited)
74,934,186
61,083,532

5,331,086
5,478,663

[ Audiced)
87,422 208
75,971,012
6,406,128
R03,704

146,827,467

170,603,142

30 Septemhber 2020

31 December 2019

{Unaudited) [Andited)
2,744,090 2,744 090
{1.894,090) {1,594,000)

850,000 R50,000
823,388 H23 RN
(822,178) (822.1745)
1,210 1,210
7,927,906 11,586,812
(5,201,950} (5,201,950
2,725,956 6,384 862
1,739,760 1,112,048
165,269 aa067
1,633,799 1,633,700
3,506,950 3,506,950
10,622,950 14,038,937
3,115,745 8,506,384
7507205 5,472,553
10,622,950 14,038,937
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NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN TLA L. DIRHAMS)

10.
i)

b} i)

INVESTMENT PROPERTIES

This item consists of the Tollowing : Buildings Total
AlD AED
At 1 Janvary 2019 { Audited) 142,360,000 142,360,000
30 September 2020 /
31 December - Exhibit (Unaudited) 142,360,000 142,360,000

A building, located in Abu Dhabi, purchased in 2010 and held for long term rental vields.
As al year end, the investment property was registered and held in trust in the name of
another party, for and on behalf of the Company and was not yet transferred to the
Company. Management is still in the process of formalizing the necessary registration
procedures to ranster the title to the Company’s name.

1) A plot ol land in Abu Dhabi that is held in the name ol a related party, lor and on hehalf of

i)

i)

the company.

Investment properties arc slaled at fair value which represents the amount at which the
assets could be exchanged between a knowledgeable, willin g buyer and a knowledgeable,
willing seller in an arm's length transaction al the date of valuation, The fair value of the
investment properties at 31 December 2020 are determined by independent values usin i
the mcome and comparable methods. Management believes that fair value has not changed
signilicantly during the year.

The fair value were determined based on capitalivation of net income method, where the
market rentals of all lettable units of the properties in the neighborhood, The capilalization
rate adopted 18 made by relerence to the vield rates observed by the valucr for similar
properties in the locality and adjusted based on lactor specific o the respective propertics,
In estimating the fair value of the properties, the highest and best use of the propertics in

current use,

The investment properties are classified as level 3. There were no transfers between level |
and 2 or to level 3 during current and previous period! vear.

The rental income for the period / year amounted to AED 572,305 (31 December 2019

AED 812,990} and building expenses 30 September 2020 amounted to AED 140,776 (3|
December 2019: AFD 94,638,

29
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11,

b

SHARE CAPITAL
This ilem consists of the following;

30 Scptember 2024

31 December 2019

Unaudited) {Audited)
Authorized, issued and fully paid
150,000,000 shares ot AED 1 each 150,000,000 [ 50,000,000

LOAN IF'ROM SHAREHOLDERS

30 Seplember 2020

31 December 20 %

This item consists of the following: {Lnaudited) (Audited)
Paolicyholders' fund

At | January {186,457,058) (206,532,287)
Surplus for the period! vear 10,120,961 20,075,229
As at 30 September/ 31 December (176,336,097) {186,457 ,058)
Loan from shareholders to policvholders

At 1 Januvary 186,457,058 206,532,287
Met movernent during the period ¢ vear (10,120.961) (20,075,220)
Total 176,336,097 186,457,058
Allowance for loan to policyholders (176,336,097) (186,457,058)

As at 30 September/ 31 December

The delicil in the policyholders' fund is Hnanced by the sharcholders through a Qard Hassan
Loan. The shareholders have funded the deficit in the policyvholders' fund in accordance with the
company's policy through a Qard Hassan (free of finance charge) of AED 176,336,087 as ol 30
September 2020 (31 December 2019: AED 186,457,058) with no repayment terms. During (he
year, Card Hassan with a nominal value of AED 10,120,961 (31 December 2019; 20,075.229)
was recovered and the recovery of the same amount was recognised to the statement of profit or
loss attributable to sharcholders.

Although recoverability of the remaining loan balance is uncertain, management expects to
recover 1L Irom Tuture profits from takaful operations,

END OF SERVICE BENEFITS OBLIGATION
The details of movement in the accounts during the period / year are as follows:

S0 September 20200 31 Decamber 20149

(Unaudited) (Audited)
Balance al | January 4,122,164 3.088,175
Charge during the period! vear 852,933 1,163,190
Settlements (1,885,099) {129 204)
Balance at 30 Seplember (31 December - Exhibit A 3,089,998 4,122,164

a0
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a)

)

15,

b

16,

MUDAREB SHARLE AND WAKALAH FEES
The sharcholders manage the takaful operanons for the policyholders and charge the following
range of pereentages of gross takaful contributions as Wakalh fees:

MM September 2020 3] December 2014

(Unaudited) {Audited)
M otor 30% 304
Medical 15% 15%
All other takalul classes 3% g

The shareholders manage the policyholders' imvestment fund and charge 10% (31 December
20192 10%) of investment income carmed by policyholders' mvestment find as Mudareb share,
Investment  income earned by policvholders' investment find as well as Mudareh share
amounted to AED nil (31 December 2019: nil).

BASIC AND DILUTED EARNINGS I'PER SHARE
Basic carnings per share is calculated by dividing the net profit for the vear by the wei shied
average number of shares outstanding during the vear as follows:
Mine months ended
30 September 2020 30 Seplember 2019

(Unaudited) (Unaudited)
Profit lor the period 11,713,724 __(52,769.235)
Ordinary shares in issue throughout the vear 150,000,000 150,000,000
Basic and diluted earnings per share 0.078 (11.332)

The company has nol issued any instruments which would have a dilutive impact on 1mpact on
carnings per share when converted or exercised.

CONTINGENT LIABILITTES

This item consists ol the following: 30 September 2020 31 December 20149
{Unandited) Audited)
Letters of guarantes 4,359,420 0,359,426
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(AMOUNTS ARE EXPRESSED IN 1LA L. DIRHAMS)

| %,

RISK MANAGEMENT

The company monitors and manages the (inancial risks relating to its business and operations,
These risks include takaful risk, capital risk, credit risk, interest rate risk. market risk. toreion
currency risk and liquidicy risk,

The company seeks to minimize the cffects of these risks by diversifying the sources of its
capital. It matntains timely reports about its risk management function and monitors risks and

policies implemented to miligate risk exposures,

a)  Takafil risk

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

l'or a portlolio of rakaful contracts where the theory of probability is applied to pricing and
provisioning, the principal risk that the company faces under its takaful contracts is that
the actual cluims and benelit payments exceed the estimated amount of the takalul
liabilities, This could aceur because the frequency or severity of claims and benefits are
greater that estimated. takaful events are random and the actual number and amount of
claims and benefits will vary from period to period from the estimate established usin g
statistical techniques.

Experience shows thal the larger the portfolio of similar takaful contracts, the smaller the
relative variability about the expected outcome will be. In addition, a more diversilfied
portlolio is less likely to be affected across the board by a change in any subsct of the
portlolio. The company has developed its takaful underwriting strategy to diversify the
lype of takaful risks accepted and within each of these catepories to achieve a sufficient] y
large population of risks to reduce the variability of the expected outcome

The company manages risks through its underwriting stralegy, adequate retakaful
arrangements and proactive claims handling  The underwriting strategy attempts to ensure
that the underwritten risks are well diversified in terms of type and amount of risk.
industry and geography. Underwriting limits arc in place to enforce appropriate risk
selection critera,
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by Capital risk

c)

The company's objectives when managing capital are |

To comply with the insurance capital requirements required by UAL Federal Law No. 6 of
2007 concerning the formation of Insurance Authority of UAE,

To safeguard the company's abilily to continne as a4 going concemn so that it can continuc
Lo provide retumns for sharcholders and benefits for other stakeholders.

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

In UAEL, the local insurance regulator specifies the minimum amount and Lype of capilal
that must be held by the company in relation to its insurance liabilities. The minimum
required capital (presented in the table helow) 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 capital of the company and the total
capital held.
30 September 2020 31 December 2019

(Unaudited) CAudited
T'otal shareholders’ equity 150,000,000 150,000,000
Minimum regulatory capital 100,000,000 100, G000, 000

Credit risk
Credit risk refers to the visk that a counterparty will default on its contractual obligations
resulting in financial loss to the company,

Key arcas where the company is exposed to credil risk are ;

Re-takalulers' share of takalul liabilitics

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

Amounts due from takaful intermediarics (Note 7).

Amounts due from banks tor its balances and fixed deposits (Note 4).

The company has adopted a policy of only dealing with creditworthy counterparties as a
means of mitigating the risk of financial loss from defaults. The company's ex posure and
the credit ratings of its counterpartics are continuously monitored and the aggregate value
of transactions concluded is spread amongst approved counterpartics. Credit EXPOSLTE 15
controlled by counter party limits that are reviewed and approved by the management
annually,
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if)

o

c.

Re-takaful is used to manage takaful risk. This does not, however, discharge the
company's liability as primary insurer. 1" a re-insurer ails to pay a claim for Ally Teason,
the company remains liable for the payment to the policy holder. The creditworthiness ol
re-msurers s considered on an annual hasis by reviewing their finaneial strength prior to
finalization ol any contract.

The company maintains recond of the payment history (or significant contract halders with
whom it conduets regular business, The exposure Lo individual counterpartics 15 also
managed by other mechanisms, such as the right of ollset where coun terpartics are both
debtors and creditors of the company. Management information reported to the company
meludes details of provisions for impairment on takaful receivables and subscquent write
offs . Exposures to individual policy holders and company’s af policy holders are collected
within the ongoing monitoring of the controls. Where there cxists significant exposure to
individual policy holders, or homogenous company's of policy holders, a financial analysis
cquivalent to that conducted for re-insurers is carried out by the COMPAIY.

The carrying amount of financial asscts recorded in the consolidated interim financial
statements, which is net of impairment losses, represents the COMPEINY'S maximuim
exposure to credit risk for such receivables and liquid funds,

Interest rate risk

The company is exposed to interest rate risk resultant from its banking facihties,
Management try (lo the extent possible) to manage interest ate risk through maintaining
un appropriate mix between lixed and floating interest rates balances al the start of the

financial vear.

Market risk

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

market,

The company 1s exposed to market risk with respect to its investments in linancial assets
available for sale, investments designated at fair value through profit or loss and
investments properties.

Foreign currency risk

The company undertakes certain transactions denominated in foreign currencies, which
imposes sort of risk due to flucluations in exchange rates during the period, The UAER
Dirham is effectively pegged Lo the US Dollar, thus foreign currency tisk oceurs only in
respect of other currencies, The company maintains policies and procedures to manage the

exchange rale risk exposure.
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o) Liguidity visk

The company's board of directors adopred an appropriate liquidity risk management
framewaork as the responsibility of Tiquidity risk management rests with them.

The following table shows the maturity dates of company's [inancial assets and Habilitics as at

30 September 2020 (Unaudited),

Financiaf assety

Cash and cash equivalents
Term deposits
Statutory deposits

Fetakalul share of unearned contibutions

Investments designated at fair value
through other comprehensive income
(FVTOCT)

Investments desipnated at fair value
through profit and loss (FVTPL)
Coniributions and retakalul

balances receivables

Deterred acquisition costs

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

[nvestment propertly

T'otal

Financial labilitiey

Takaful payables

Outstanding claims

[Letakaful payvables

Acerued expenses and other liabilitics

Trade payables

[meamed retakaful commission income
Linearned contributions

I'nd of service benefirs oblipation

{ther payable

Taotal

than 1 year than 1 year Total
11,977,226 —_— 11,977,226
2,989,426 ——— 2989426
----- 6,000,000 6,000,000
63,689,314 —— (3,689,314
17.000,000 — 17,000,000
040451 ——— 049,451
275,906,972 ——— 275,906,972
24 510,070 —_—- 24,510,070
125,499,474 —- 125,499,474
10,622,950 - 10,622,950
e 623,911 023,011
-~ 142,360,000 142,360,000
532 844 883 149,283,911 682,128,794
50,592,775 o 59,582,775
272,326,941 272,320,941
34,900,947 - B4.900,947
7.041,674 - 7041674
2,127,647 — 2,127,647
21,343,909 ——- 21,343,909
134,557,070 - 134,557,070
e 3,089,998 3,089,998
1,267,305 e 1,267,305
583,248,274 3,089,908 580,338,272
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The following table shows the maturily dates of company's financial assets and liabilitics as at

31 December 2019 (Audited).
Financial assels

Cash and cash equivalents

Term deposits

statutory deposils

[tetakaful share of unearned contributions
[nvestments designated at fair value
through other comprehensive mcome
(FVTOCT

Investments designated at fair value
through profit and loss (FVTPL)
Conlributions and retakatul

halances receivables

Dreferred acquisition costs

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

[nvestment property

Total

Financial linbilities

Takaful pavablcs

Outstanding claims

Retakatul payables

Acerued expenses and other liabilitics
Trade payables

Unearned retakaful commission imcome
Unearned contributions

End of scrvice henefits obligation
(Other pavable

Total

Less
than | vear

14,272,510
22,989,426

75,810,294

15,000,000
921,919

270,333,777
16,767,865
105,503,634
14,038,937

More
than 1 vear

6, GO0, 0O

1,256,478
142,360,000

Total

14,272,510
22,989,426

6,000,000
75,810,204

15,000,000
621,019

270,333,777
16,767,865
105,593,634
14,038,037
1,256,478
142,360,000

535,728,362 149,616,478 685,344,840
48 799,679 - 48,799,679
276,196,776 - 276.196.776
111,070,107 % 111,070,107
8,597,578 8,597,578
557,283 _— 557283
23,410,916 G 23.410.916
127,536,143 127,536,143
4,122,164 4,122,164

077,306 977.396
507,145 878 4,122,164 601,268,042

30
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|9,

RELATED PARTIES

This item consists of the following: M September 2020 31 December 2019
{Unandited {Audited)
Takaful receivables due from relaled parties - Note 8 5,196,800 5,508 550
Total - Exhibit A 5,196,806 5,595,550
Impairment of related parties receivables - Note 8 (5.196,806) (5.196.806)
Total - Exhibit A - ———— 401,744
Other related parties receivables - Nole § - 2,744,090 2,744,000
Total - Note 8 (a) 2,744,090 2,744,090
Impairment of related parties receivables - Nole 8 (1.894,090) (1,854,090)
Total - Exhibit A 850,000 B0, 000
Claims paid 44,005 2,425,649
Dircctors remuneration 451,913 1,460,557

One ol the board members is no more a related party as he 15 not a board member anymore since
September 2019, The receivable pertaining to him amounting to AED 309,093 has heen moved
Lo normal takaful receivables,

Mine munths ended

U September 2020 30 September 2019

(Unaudited)  Umauelited)
Short-term benefita 1,919,831 2,792 436
Long-term benefits 21,200 61,443

The remuneration of key managcment personnel is based on the remuneration agreed in their
employment contracts as approved by the Board of Directors.

40
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20.

22,

SUBSEQUENT EVENT

The existence of Novel Coronavirus (Covid-19) was confirmed in January 2020 in mainland

China and has subsequently spread to many other countries around the world, This event has

caused widespread disruptions to husiness, with a consequential negative impacl on economic

activily. The Company considers this event to be a non-adjusting event after the reporting period
and therefore has not made any to the financial statements as a result of this matier, The oulcome
of this event is unknown and thereforeadjustments the impact on the Company cannot be

reasonably quantified at the date ol issuance of these financial statements, The effect of Covid-
19 on the Company will be incorporated into the determination of the Company’s lechnical

reserves, impairment of contributions and retakalul balances receivables, valuation of equity

portfolio and valuation of investment propertics during 2020,

GENERAL

The figures in the consolidated interim financial stalements are rounded to the nearest Dirham
of United Arab Emirates.

APPROVAL OF FINANCIAL STATEMENTS

The consolidated interim  financial statements were approved by the Board of Directors and
authorized for issuc. On their board mecting dated 10 November 20210).
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