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This Rights Issue Circular is important. If you are in any doubt as to the action you should take, you should consult your
legal, financial, tax, or other professional advisor,

A copy of this Rights Issue Circular has been submitted and registered by the Central Bank of Bahrain (the "CBB”).
Registration of this Rights [ssue Circular by the CBB does not imply that the CBB Las, or any other legal or regulatory
requirements, has been complied with, The CBB has not, in any way considered the merits of the Ordinary Shares being
offered for investment,

Following completion of this Rights Issue Cireular, the Bahrain Bourse (“Bahrain Bourse”) shall be notified to list the
Ordinary Shares being offered.

No Ordinary Share(s) shall be allotted or allocated on the basis of the Rights Issue Circnlar later than 3 months after the
date of registration of the Rights Issue Circular by the CBB.

THE DIRECTORS OF TARKAFUL INTERNATIONAL CO. BS.C, WHOSE NAMES APPEAR HEREIN,
ACCEPT RESPONSIBILITY FOR THE INFORMATION CONTAINTED IN THIS DOCUMENT. TO THE
BEST OF THE KNOWLEDGE ANLD BELIEF OF THE DIRECTORS, WHO HAVE TAKEN ALL
REASONABLE CARE TO ENSURE THAT SUCH I8 THE CASE, THE INFORMATION CONTAINED IN
THIS DOCUMENT I8 IN ACCORDANCE WITH THE FACTS AND CONTAINS NO OMISSIONS
LIKELY TO AFFECT THE IMPORTANCE AND COMPLETENESS OF THIS DOCUMENT.
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Important Notice

This Rights Issue Circular is being delivered on behalf of Takaful International Co. B.S.C. ("Takaful” or the “lssue” or
the “Company’”) by Grant Thornton Advisory WL L. referred to in this Rights Tssue Circular as “lssue Managee” or
“Grant Thoenton™,

No person has been authorised to make any representation or give any information with respect to Takaful or the
offedng of its Osdinary Shares (the “Offering”) except the information contaned in this Rights lssue Circular. Any
representation or information not contained in this Rights Issue Circular with respeet to Takalul or the Offering must
not be relied upon as having been authorised by the Dircctors of the Company or the Issue Manager.

This Rights Issue Circular does not constitute an offer to sell or a solicitation of an offer to buy the Ordinary Shares in
any jurisdiction to any person to whom it is unlawbul to make such offer or solicitation in such jurisdiction,

This Rights Issue Circular includes details given in compliance with the CBB Law, rales and regulations. The Directors,
whose names appear in this Rights Tssue Circular, eollectively and individually confirm, having made all reasonable
enguires, that to the best of their knowledge and belief, the information contained in this Rights Tssue Circular is
accurate and complete and that there are no other facts or omissions which, if disclosed, would render any statement in
this Rights Issue Circular materally misleading. Substantial portions of the market and industry information in the Rights
Issue Circular are derved from the management analysis as well as external sources. The market and industry
information contained in this Rights Issue Circular have not been independently vedfied and no representation is made
with respect to the accuracy or completeness of any of this information.

While the Company and its Directors have made all reasonable enguires as to the accuracy and completencss of the
information contained in this Rights Issue Circular, such information is subject to change. In particular, the actual
financial position of Takaful and the value of the Ordinary Shares may be adversely affected by futare developments in
inflation, interest rates, taxation, or other economic, political, and other factors over which the Company and its
Directors have no control. Neither the delivery of this Rights Issue Circular, nor any oral, written, or printed
communication in relation o the Ordinary Shares offered is intended to be, or should be construed as or relied upon in
any way, 4s 4 promise or representation as to furure earnings, results or events,

The Issue Manager has conducred due diligence and made all reasonable enquides to ensure the legality, accuracy and
completencss of this Offering in accordance with the requirements of the Cenrral Bank of Bahrain,

In addition to the ssue Manager, the Directors have appointed Rashid AR, Ebrahim — Attorneys & Legal Consultants
as the Legal Advisor to assist them in compiling the Rights Issue Circular in compliance with applicable laws and
regulations. The Company has appointed Baheain Islamic Bank B.5.C. as the Receiving Bank for this Offering.

None of the Directors, their respective officers, agents, employees, Issue Manager and other advisors assume any liability
for any representation or warranty (expressed or implied) enclosed within, or omitted from this Rights lssue Cireular or
any other written or verbal information transmitted to the recipient (or any of their advisors) in the course of the
recipient’s assessment of any proposed investment.

Each applicant may, prdor to the submission of its application form, ask questions of and seek cladfications from the
Issue Manager concerning the Company and this Offering. Answers to such questions and clanfication will be provided
by the Issue Manager to the extent that the Issue Manager possesses or can acquire the requisite information without
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unreasonable effort or expense. The contents of this Rights Issue Circular should not be treated as investment, tax, or
legal advice by applicants. All applicants should make their own investigation and evaluation of the opportunity to invest
in the Offering of Takaful, and should seck to consult with their own advisors concerning the evaluation of the risks of
the investment and its suitability for their individual financial and risk preferences. Prior to making an investment
decision, each recipient of this Rights Issue Circular is responsible for obtaining independent professional advice in
relation to this Offering and for considering appropriateness of the information contained in this Rights Issue Circular
with regard to individual objectives, financial situation and needs.

The Rights Issue Circular is not to be regarded as a recommendation on the part of the Company, the Directors or any
of their advisors to participate in the Offering. Moreover, information provided in this Rights Issue Circular is of a
general nature and has been prepared without taking into account individual investment objectives, financial situation or
particular investment needs.

The Offering is only being made to, and is only capable of acceptance by, applicants of nationalities fulfilling the
subscription application requirements. The distribution of this Rights Issue Circular and the sale of Ordinary Shares in
jurisdiction may be restricted by law and therefore persons into whose possession this Rights Issue Circular comes
should inform themselves about, and observe all such restrictions. Any failure to comply with such restriction may
constitute a violation of the securities law of that jurisdiction. This Rights Issue Circular does not constitute an offer to
sell or issue or to solicit an offer to buy or for the supply of Ordinary Shares in any jurisdiction in which such offer or
solicitation is unlawful.

Takaful, the Directors, the Issue Manager and other advisors require recipient of this Rights Issue Circular to inform
themselves about and observe all such restrictions. The Company and the Directors reserve the right to terminate at any
time, the further participation of any party in the Offering.

You are reminded that the Rights Issue Circular has been delivered to you on the basis that you are a person into whose
possession the Rights Issue Circular may be lawfully delivered in accordance with the laws of the jurisdiction in which
you are located and you may not, nor are you authorised to, deliver the Rights Issue Circular to any other person.

Any material relating to the Offering does not constitute, and may not be used in connection with an offer or solicitation
in any place where offers or solicitations are not permitted by law. If a jurisdiction requires that the Offering be made by
a licensed broker or dealer and any manager or any affiliate or any manager is a licensed broker or dealer in that
jurisdiction, any Offering shall be deemed to be made by the manager or such affiliates on behalf of the Company in
such jurisdiction.

The Rights Issue Circular may be sent you in an electronic form. You are reminded that documents transmitted via this
medium may be altered or changed during the process of electronic transmission and consequently none of the
managers or any persons who controls any such persons, or any of their respective Directors, officers, employees, agents
or affiliates, accepts any liability or responsibility whatsoever in respect of any difference between the Rights Issue
Circular distributed to you in electronic format and the hard copy version available to you on request from the Issuer,
the Issue Registrar or the designated branch of the Receiving Bank.
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Forward Looking Statements

The statements contained in this Rights Issue Circular that are not historical facts are “forward looking statements”. The
word “plans”, “estimates”, “believes”, “expects”, “may”, “will”, “should”, “are expected”, “will be”, “anticipates”, or the
negative or other variation of such terms of comparable terminology are intended to identify a number of these forward-

looking statements.

These forward-looking statements reflect the current views of Takaful and its Directors with respect to the prospective
events, and are not a guarantee of future performance. Many factors could cause the actual performance, achievements,
or results of the Company to be significantly different from any prospective performance, achievements or results that
may be expressed or implied by such forward-looking statements. Some of the risks and factors that could have such an
effect are described in more detail in other sections of this Rights Issue Circular (see section 11, “Investment
Considerations and Risk Factors”, on page 61)

Should anyone or more of the risks or uncertainties materialize or any underlying assumptions prove to be inaccurate or
incorrect, actual results may vary materially from those described in this Rights Issue Circular as anticipated, believed,
estimated or expected. As a result of these and other risks, the forward looking events and circumstances discussed in
this Rights Issue Circular might not occur in the way Takaful expects, or at all. Applicants should consider all forward-
looking statements in light of these explanations and should not place undue reliance on forward-looking statements.

Copies of this Rights Issue Circular may be obtained from the Issuer, the Issue Registrar or the designated branches of
the Receiving Bank.

General Risk Statement

An investment in Ordinary Shares involves risks. Prospective investors should consider carefully, together with all other
information contained in this Rights Issue Circular, the principal risk factors in section “Investment Considerations and
Risk Factors” before deciding to invest in Ordinary Shares.

Prospective investors should not place undue reliance on any information contained in published news reports, in
particular, any financial projections, valuations or other forward-looking information. Prospective investors should not
only rely on the information included in this Rights Issue Circular and the documents referred to in it or available for
inspection to make their investment decision.

Prospective investor should seek professional advice from their relevant advisors regarding their prospective investment
in the context of their particular circumstances.
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Applicant Identification and Anti-Money Laundering

Takaful, the Issue Manager and the Receiving bank reserve the absolute right to require further verification on the
identity of each applicant, or that of the person or entity on whose behalf the applicant is applying for the purchase of
Ordinary Shares.

Each applicant will provide satisfactory evidence of identity and, if so required, the source of its funds within a
reasonable time period determined by Takaful. Pending the provision of such evidence, an application to subscribe for
Ordinary Shares will be postponed.

An applicant may not need to provide documentation to the receiving bank or the Issue Manager if the applicant is an
existing shareholder of Takaful and has already provided documentation.

If an applicant fails to provide satisfactory evidence within the time specified, or if an applicant provides evidence which
is not to Issue Manager’s satisfaction, the application may be rejected immediately, in which event any money received
from the applicant will be returned to the applicant, without any addition and at the risk and expense of the applicant.

In respect of any Bahraini positional investors, the Issuer will comply with Bahrain Legislative Decree No. (4) of 2001
with respect to Prohibition and Combating of Money Laundering and Various Ministerial Orders issued there under
including, but not limited to, Ministerial Orders No. (7) of 2001 with respect to Institutions Obligation Concerning the
Prohibition and Combating of Money Laundering, in addition to complying with Anti-Money Laundering and
Combating Financial Crime Module of the CBB Rulebook Volume 6.

Takaful and the Receiving bank will also comply with international anti-money laundering requirements as existing from
time-to-time. Under the above regulatory requirements Takaful may be obliged to report certain information to
regulatory agencies.
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1.

Definitions and Abbreviations

AAOIFI

Particular " Description

Accounting & Auditing Organisation for Islamic Financial Institutions

AGM

Annual General Meeting of Shareholders

Allotment Date

The date on which the Ordinary Shares being offered through this Rights Issue
Circular will be allotted to applicants

Allotment Notice

A notice informing applicants of their respective allotment of Ordinary Shares
applied through this Rights Issue Circular

Applicant(s) A person applying for the Ordinary Shares through this Rights Issue Circular

Application Form The form provided by the Issuer and available from the offices of the Issuer, the
Issue Registrar and the designated branches of the Receiving Bank and to be used
by applicants when applying for Ordinary Shares in this Offering

Authorities Any one, or a combination of the following entities to which relevant notification

must be made or from which relevant approval will be necessary in relation to
this Offering: - the Capital Market Supervision Directorate — Central Bank of
Bahrain, Insurance Supervision Directorate the Bahrain Bourse, Bahrain Bourse,
the Ministry of Industry, Commerce and Tourism and any other relevant
governmental body

Authorised Share Capital

As of date of this document, BHD 20,000,000 comprising of 200,000,000
Otdinary Shates of Nominal Value BHD 0.100 each as authorized to issue in
accordance with the Memorandum and Atticles of Association

Bahrain Kingdom of Bahrain
Bahrain Bourse or BHB The stock exchange of Bahrain, erstwhile Bahrain Stock Exchange
Bahrain Clear The Bahrain Bourse’s Central Depository clearance settlement system

Business Hours

The working hours in the business day during which the banks, other financial
institutions and BHB are generally open for business in Bahrain.

BD or BHD

Bahraini Dinar, the lawful currency of the Kingdom of Bahrain

Bn

Billion

Board / Board of Directors
/ Directors

The Board of Directors of the Company

B.S.C. Bahrain Shareholding Company
B.S.C.(c) Bahrain Shareholding Company Closed
BKIC Bahrain Kuwait Insurance Company B.S.C.

Business Day

Any day other than Friday, Saturday and official public holidays on which the
Banks are generally open for business in Bahrain

CAGR Compounded Annual Growth Rate

CBB Central Bank of Bahrain

Closing Date The date on which this Offering will close for subscription, which is close of
Business Hours on 13 May 2018 or such other date as may be decided by the
Company, in consultation with CMSD

CMSD Capital Market Supervision Directorate, the Central Bank of Bahrain

Company law The Commercial Companies Law no. 21 of 2001 as amended

Director A person holding office as a director at Takaful International Company B.S.C.

Distribution Date

The date on which applicants shall collect their Allotment Notice and the refund,
if any from the Main Branch of the Receiving Bank

EGM Extraordinary General Meeting of the Shareholders
FY Fiscal Year

GCC Gulf Cooperation Council

GDP Gross Domestic Product

GWC Gross Written Contribution

Investor Number

A number granted to each applicant for trading in any shares listed on the
Bahrain Bourse and such number shall be used for all future trading on that
exchange regardless of the entity in which the applicant holds shares

Issue Manager

Grant Thornton Advisory W.L.L.
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Issue Registrar

Bahrain Clear

Issued and Paid-up Share
Capital

The Company’s Issued and Paid-Up Share Capital amounting to BHD 6,250,000
comprising of 62,500,000 Ordinary Shares each at nominal value of BD 0.100 per
share, as at the date of this Rights Issue Circular

Last Practicable Date

231 April 2018, being the last date prior to the publication of this Rights Issue
Circular.

Legal Advisor Rashid A.R Ebrahim — Attorneys & Legal Consultants

MAoA Memorandum and Articles of Association of the Company, as amended from
time to time

MENA Middle East and North Africa

MOICT Ministry of Industry, Commerce and Tourism, Bahrain

Mn Million

Nominal Value

The Nominal Value of each Share of the Company, which is BHD 0.100 each

Offer Price/Issue Price

The price at which the Ordinary Shares are being offered through this Rights
Issue Circular, which equals BHD 0.100 per share

Offering or Rights Offering

The Issuance of up to 22,500,000 new Ordinary Shares each with a Nominal
Value of BHD 0.100 per share at an Offer Price of BHD 0.100 per share

OGM Otrdinary General Meeting of Shareholders

Opening Date The date on which the Offering will open for subscription, which is opening
Business Hours on 29t April 2018

Ordinary Share Register The register of holders of Ordinary Shares maintained by the registrar

Rights Issue Circular or
Circular or Document

This document is prepared by the Issuer in relation to the Offering pursuant to
the Offering of Securities Module, Volume 6 of the CBB Rulebook.

Record Date

The cut-off date as of which the Sharcholders registered in the Company’s
Ordinary Share Register will be entitled to patticipate in this Offering, being 26t
April 2018 as at close of Business Hours

Receiving Bank

Bahrain Islamic Bank B.S.C. is designated as Receiving Bank in this Rights Issue
Circular

Renunciation

Shareholders entitled to participate in this Offering may accept all or a part of
their entitlement. Their right to the Ordinary Shares being offered through this
Rights Issue Circular is renounceable, which enables the Shareholders who do not
wish to take up some or all of the Ordinary Shatres being offered to renounce
those Ordinary Shares in favour of others

Rights Shares

Up to 22,500,000 new Shares proposed to be allotted and issued by the Company
pursuant to the Proposed Rights Offering

Shareholders

The registered holders of Ordinary Shares in the Company from time to time

Subscription amount

An amount equal to the number of Ordinary Shares applied for through the
Application Form multiplied by the Offer Price/Issue Price

All subscription amounts received shall be net of any bank or related charges. All
charges such as wire transfer charges, subscription application processing fees,
collection charges, foreign currency conversion charges, managers cheque
charges, special clearing charges shall be borne by the applicant

Subscription Period

The period during which applicants may apply for Ordinary Shatres offered
through this Offering, commencing on the Opening Date and ending on the
Closing Date

Subscription Terms and
Conditions or Terms and
Conditions

The terms and conditions pursuant to which applicants apply for the Ordinary
Shares under the Offering including those terms and conditions which are set out
in this Rights Issue Circular and those which are appended to the Application
Form

Takaful or Issuer or The
Company

Takaful International Co. B.S.C., incorporated in the Kingdom of Bahrain in
1989 under the commercial registration number 21100-1, and to which this
Offering pertains.

US or USA United States of America
USD United States Dollar, the lawful current of the United States of America
VAT Value Added Tax
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2. Resolutions and Approvals

2.1. Board of Directors Recommendations to the EGM

Takaful’s Board of Directors held its meeting in the main meeting room at the Company’s premises on Wednesday 8th
of November 2017 at 1:10 PM in relation to the following:

e The Board resolved to raise a recommendation to the General Assembly to approve the second option of
increasing the Company’s capital by BD 2,250,000,

e To send a letter signed by the Chairman of the Board addressed to the Chairman of Bahrain Kuwait Insurance
Company’s Board, informing him about the recommendation to be raised to the General Assembly in its
Extraordinary meeting to increase the Company’s capital by BD 2,250,000,

e To reply, in a letter signed by the Chairman, to the Central Bank of Bahrain’s letter with the approval on the
recommendation to increase capital by BD 2,250,000 reaching a total of BD 8,500,000.

e  The recommendation was proposed to be raised for approval to the General Assembly in its Extraordinary
Meeting expected to be held on 7th March 2018, after obtaining approvals of the official authorities.

2.2. Extra-Ordinary General Meeting Resolution

Takaful International Company’s General Assembly held its Extraordinary meeting in Bahrain Bourse Premises —
Bahrain Financial Harbor, Wednesday 21st of March 2018, 1:00 PM in relation to the following:

e Approval for the Board of Directors recommendation to increase the issued and paid-up capital from BD
6,250,000 representing (62,500,000 shares) to BD 8,500,000 representing (82,500,000 shares) by issuing
22,500,000 ordinary shares with a face value of BD 0.100 for each share to be registered in the register of
shares with the date decided by the Board of Directors (“Record date”) and approval of granting current
shareholders their priority rights of subscription with the Company, in line with the CBB rulebook volume 6
and articles 128 and 129 of Bahrain Commercial Companies Law, subject to the Central Bank of Bahrain’s
approval,

e Approved to waive any of the current shareholders with a shareholding of 30% or more from submitting a
mandatory offer to the remaining shareholders as prescribed in CBB’s Rulebook Volume 6 — Takeovers,
Mergers and Acquisitions Module,

e To authorize the Board of Directors to set the terms and conditions related to the priority rights to
subscription, including the issue price, issue fees — if any, the subscription petiod, record date, related
timetables as well as determination of priority rights rate in subscription and the documents needed in this
context,

e Approved to amend articles 8 and 9 of the Company’s Memorandum of Association and article 9 of the
Company’s Articles of Association to reflect the changes referred to in point (1) above,

e To authorize the Chairman of the Board or a person acting on his behalf to sign on the amendment to the
Memorandum and Articles of Association on behalf of the shareholders before the Notary Public in order to
enforce the abovementioned changes to share capital.

2.3. Board of Directors Resolution
Further, the Board of Directors through their declaration signed on 27% March, 2018, approved the following in relation
to the Offering:

e Issue of up to 22,500,000 Ordinary Shares with Nominal Value of BHD 0.100 each through this Rights Issue
Circular at an Issue Price of BHD 0.100 each,

e The Record Date set at 26t April 2018,

e Fach Sharcholder as at the Record Date shall be eligible 36 Ordinary Share for every 100 Ordinary Share (i.c.
ratio 36:100) held as at the Record Date,

e Subscription Petiod to be from 29% April 2018 to 13™ May 2018 for this Offering.
2.4. CBB — Capital Market Supervision Directorate

The Issuer has obtained a no objection letter from the CMSD dated 234 April 2018 stating it has no objection to the use
of the Rights Issue Circular for the purpose of the Offering.
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2.5. Ministry of Industry, Commerce and Tourism

The MOICT has been notified of the results of the EGM as required by Article 125 of the Bahrain Commercial
Companies Law.

2.6. Bahrain Bourse

The Bahrain Bourse has been notified of the results of the EGM and furnished with a copy of this Rights Issue Circular.
Following completion of this Offering, an application will be made to the Bahrain Bourse to list the Ordinary Shares
being offered through this Rights Issue Circular.
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3. Summary of Offering
Following is the summary of the principal terms of the Offering as extracted from the remaining sections of this Rights
Issue Circular. The following summary is qualified in its entirety by the detailed information included elsewhere in the
Rights Issue Circular and should be read in conjunction with the full text of this Rights Issue Circular. Applicants are
strongly recommended to review the sections of this Rights Issue Circular containing the terms and conditions of this
Offering and the risk factors.

3.1. Issuer
Takaful International Co. B.S.C., incorporated in the Kingdom of Bahrain with the MOICT in 1989 under the
commercial registration number 21100-1 and to which this Offering pertains. The Company is licensed and regulated by
the CBB and is engaged in takaful activities. The Ordinary Shares of the company are listed on Bahrain Bourse under the
ticker “TAKAFUL”.

3.2. Type of this Offering

Issuance of Ordinary Shares to all the existing Shareholders whose names appear in the Ordinary Shares Register as on
the Record Date.

3.3. Offering or Rights Offer

The Issuance of up to 22,500,000 new Ordinary Shares each with a Nominal Value of BHD 0.100 per share to existing
Shareholders of the Company as on the Record Date. Existing Shareholders have the right to purchase 36 Ordinary
Shares for 100 Ozrdinary Shares held as on the Record Date. Fractional Ordinary Shares will not be issued. However, the
rights of Shareholders who hold Ordinary Shares other than in multiples of 100 will be rounded to the nearest integer,
provided that (i) the total number of Ordinary Shares so allotted to each Shareholder shall not exceed the number of
Ordinary Shares for which the application was made by such Shareholder and (ii) the total number of Ordinary Shares so
allotted shall not exceed the number of Ordinary Shares available for subscription.

3.4. Authorised Share Capital

As at the last practicable date of this Rights Issue Circular, the Company had an Authorised Share Capital of BHD
20,000,000 comprising of 200,000,000 Ordinary Shares of BHD 0.100 each as authorised to issue in accordance with the
Memorandum and Articles of Association.

3.5. Issued and Paid-Up Share Capital Prior to this Offering
As at the last practicable date of this Rights Issue Circular, the Company has Issued and Paid-Up Share Capital
amounting to BHD 6,250,000 comprising of 62,500,000 Ordinary Shares each at a Nominal Value of BHD 0.100 per
share.

3.6. Issued and Paid-Up Share Capital Post this Offering
Upon full subscription under this Offering, the Issued and Paid-Up Share Capital of the Company will be 85,000,000
Ordinary Shares each at a Nominal Value of BHD 0.100 per share amounting to BHD 8,500,000.

3.7. Nominal Value
BHD 0.100 per share

3.8. Offer Price/Issue Price
BHD 0.100 per shate

3.9. Subscription Currency
Bahraini Dinar or BHD or BD

3.10. Eligible Investor(s)
All existing Shareholders registered in the Company’s Ordinary Share Register at the Record Date
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3.11.Record Date
The cut-off date as of which Shareholders registered in the Company’s Ordinary Share Register will be entitled to
patticipate in this Offering, being 26t April 2018.

3.12.Renunciation
The Shareholders entitled to participate in this Offering may accept all or a part of their entitlement. Their right to the
Ordinary Shares being offered through this Rights Issue Circular is renounceable, which enables the Shareholders who
do not wish to take up some or all of the Ordinary Shares being offered through this Rights Issue Circular to renounce
those in favor of either existing Shareholders or prospective new Shareholders.

3.13. Opening Date
The date on which the Offering will open for subscription, which is 29% April 2018.

3.14. Closing Date
The date on which this Offering will close for subscription, which is closing of Banking Business Houts on 13 May
2018 or such other date as may be decided by the Issuer subject to prior written approval of the CMSD.

3.15. Subscription Period
The period during which Applicants may apply for the Ordinary Shares available through this Offering will be the period
commencing on the opening date and ending on the closing date.

3.16.Subscription Results and Allotment Basis Announcement Date
The Issuer shall publish the subscription results of the Rights Offering and the basis of the allotment in a local
newspaper on 15 May 2018 post compilation of all the valid Applications.

3.17. Application Form
The form provided by the Issuer and available from the office of the Issuer, Issue Registrar and the designated branches
of the Receiving Bank and to be used by applicants when applying for the Ordinary Shares offered through this
Offering.

3.18.Method of Payment of Subscription Amount
Applicants to the Offering should submit to the Receiving Bank a duly signed and completed application form together
with the amount of subscription. The subscription currency is Bahraini Dinars. All payments should be made to the
order of "TAKAFUL INTERNATIONAL CO". The Receiving Bank shall receive the subscription funds from
subscribers in one of the following modes:

e By wire transfer in BHD from an account of the applicant maintained with a bank other than the Receiving
Bank,

e By transferring BHD from an account held by the applicant with the Receiving Bank,
e By manager’s Cheque in BHD

No other modes of payment shall be accepted.

Applicants will receive a receipt from the Receiving Bank. No interest shall be payable to applicants in respect of
subscription funds collected by the Receiving Bank in the subscription account. All transfers shall be net of any bank
charges. All such charges, such as wire transfers charge, manager cheque charges, subscription application processing
fees, collector charges, foreign currency conversion charges, and special clearing charges shall be borne by the applicant.

3.19.Issue Manager
The Company has appointed Grant Thornton Advisory W.L.L. as Issue Manager to advise them on this Offering and

manage the process.

3.20.Issue Registrar
The Company has appointed Bahrain Clear as the Issue Registrar for this Offering.
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3.21.Receiving Bank
The Company has appointed Bahrain Islamic Bank B.S.C. as the Receiving Bank for this offering.

Address: Diplomatic Area, Building 722, Road 1708, Block 317, Manama, Kingdom of Bahrain
Tel: 17645111, Fax: 17535808

3.22.Legal Advisor
The Company has appointed Rashid A. Rahman Ebrahim — Attorneys and Legal Consultants as the Legal Consultants
for this offering.

Address: 27 Floor, Building 168, Road 1703, Block 317, Diplomatic Area, P.O. Box 5071, Manama, Kingdom of
Bahrain

3.23.Basis of Allotment

The applicants shall first be allotted to the extent of their entitlement or the number of Otdinary Shares applied for
whichever is lower. The remaining Ordinary Shares, if any, will be allotted to applicants who have applied for Ordinary
Shares in excess of their original entitlement. Such unsubscribed Shares shall be allotted amongst such Shareholders pro-
rata to their holding as on Record Date.

In the event the Ordinary Shares offered through this Offering are not fully subscribed, the major Shareholders of the
Company, i.e. BKIC have expressed their non-binding support to subscribe for the remaining unsubscribed Ordinary
Share up to a maximum of BHD 2,250,000 at Offer Price.

3.24. Distribution and Refunds
On the Distribution Date, the applicants shall collect their Allotment Notice from the Main Branch of the Receiving
Bank. Any refunds shall be for the excess Subscription Amounts as paid by the applicant and for which Ordinary Shares
were not allotted. The refunds shall be made in Bahraini Dinar only. All refunds distributed by the Receiving Bank will
be made after deduction of bank charges and other similar deductions and will not include profit accrued on such funds,
if any.

3.25. Dividend Policy
The shares that are subject this Offering will be treated at par and shall rank pari passu with all other ordinary shares of
the Company, including the right to receive future dividends when declared.

The shareholders of newly offered shares are entitled, if declared, for pro-rata dividends after the date of allotment. The
determination to pay dividends, on an on-going basis, and the amount thereof, will depend upon, among other things,
the Company’s earnings, financial condition and cash requirements, applicable requirements on the payment of
dividends under Bahrain Law and the CBB rules and regulations and such other factors as the Board of Directors; and
the Company’s sharcholders may deem relevant.

3.26. Voting Rights
Each Shareholder will be entitled to attend and vote at the General Assembly of the Company. For a discussion of the
Shareholder’s voting rights, see the section 13, titled ‘Shareholders Rights’ in this Rights Issue Circular.

3.27.Ranking of Ordinary Shares
The Ordinary Shares issued through this Offering will rank pari passu with all other Ordinary Shares of Takaful
including in respect to entitlement of dividend.

3.28. Listing of Ordinary Shares offered through this Rights Issue Circular

Following completion of this Offering, an application will be made to the Bahrain Bourse to list the Ordinary Share
being offered through this Rights Issue Circular.
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3.29. Principal Risk Factors
There can be no assurance that Takaful will continue to pay dividends. The Company’s business could be exposed to
certain risks that are beyond the control of the Board of Directors or the Management which could potentially affect its
operating and financial performance. For details on risks affecting the Company, please see section 11, titled ‘Investment
Considerations and Risk Factors’.

3.30.Reasons for the Offer & Use of Proceeds

The proceeds from the Offering will be used for improving and maintaining the Company’s capital adequacy in the
future. In addition, the proceeds will also be used for augmenting the capital base of the Company.

For further details, please refer to the section 14, titled “Reasons for the Offer & Use of Proceeds” in this Rights Issue
Circular.
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4. Offering Statistics and Timelines — Rights Offer

4.1. Total Amount of Offering
BHD 2,250,000

4.2. Offer Price
BHD 0.100 per share

4.3. Number of Ordinary Shares being offered through this Rights Issue Circular
22,500,000 new Ordinary Shares each with a Nominal Value of BHD 0.100 per share

4.4. Timelines and Summary of Application Procedure

Invitation Announcement Date 241 April 2018
Record Date 26" April 2018
Opening Date 29% April 2018
Closing Date 13t May 2018
Subscription results and allotment basis announcement date 15t May 2018
CBB approval on allotment 16t May 2018
Allotment Date 17t May 2018
Distribution Date 22rd May 2018
Notification of listing to BHB 231 May 2018
Commencement of Rights Shares trading on BHB 24th May 2018

4.5. Subscription Period
Applicants may apply for Ordinary Shares offered through this Offering during the Subscription Period, commencing
on the Opening Date and ending on the Closing Date or such other date as may be decided by the Issuer subject to
prior written approval of the CMSD. Any such extension of the Subscription Period will be announced by publication in
local newspaper.

4.6. Submission of Application Form
Application Forms shall be obtained from the Issuer, the Issue Registrar and the designated branches of the Receiving
Bank. Application Forms should be completed in full in Arabic or English and in accordance with instruction contained
in this Rights Issue Circular. Each applicant is required to submit the Application Form to the designated branches of
Receiving Bank on or before the Closing Date accompanied by relevant copies of documents as stated in this Rights
Issue Circular.

4.7. Method of payment of Subscription Amount
Applicants should submit to the Receiving Bank a duly signed and completed Application Form together with cleared
funds in the amount of subscription. The subscription currency is BHD.

Remittance shall be made to the designated bank account with the Receiving Bank in one of the following modes:

- By wire transfer in BHD from an account maintained with another bank other than the Receiving Bank,
- By transferring BHD from an account with the Receiving Bank,
- By Manager’s Cheque in BHD.

No other modes of payment shall be accepted.
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Applicants are responsible for ensuring that the Subscription Amounts are remitted to the designated account with the
Receiving Bank on or before the Closing Date. Applicants transferring money into the designated account should
present a copy of the wire transfer order along with the Application Form.

4.8. Entitlement to this Offering and Renunciation Rights

This Offer is open to all Shareholders registered in the Company’s Ordinary Share Register on the Record Date. Each
Shareholder shall be entitled to purchase approximately 36 Ordinary Share for every 100 Ordinary Shares held as at the
Record Date. Sharecholders may however make an application for the Ordinary Shares in excess of or lower than their
entitlement. Fractional Ordinary Shares will not be issued. However, the rights of Shareholders who hold Ordinary
Shares other than in multiples of 100 will be rounded to the nearest integer, provided that (i) the total number of
Ordinary Shares so allotted to each Sharcholder shall not exceed the number of Ordinary Shares for which the
application was made by such Shareholder and (ii) the total number of Ordinary Shares so allotted shall not exceed the
number of Ordinary Shares available for subscription.

The Shareholders entitled to participate in this Offering may accept all or a part of their entitlement. Their right to the
Ordinary Shares being offered through this Rights Issue Circular is renounceable, which enables the Shareholders who
do not wish to take up some or all of the Ordinary Shares being offered through this Rights Issue Circular to renounce
those Ordinary Shares in favour of others. Such renunciation shall however be made during the Subscription Period
only.

4.9. Distribution and Refund
On the Distribution Date, the applicants shall collect their Allotment Notice and the refund cheques, if any, from the
Receiving Banks’s Main Branch. Such refunds shall be for the excess Subscription Amounts paid by Applicants in
respect to Ordinary Shares they applied for and were not allotted. The refunds shall be made in Bahraini Dinars.

All refunds distributed by the Receiving Bank will be made after the deduction of bank charges and other similar
deductions and will not include any interest/profit detived from such funds.

Please refer to section 13, titles ‘Offering’ and ‘Application Procedure’ for further details.
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5. Takaful

5.1. Background

Takaful International Company, established in 1989, is the first Islamic insurance company in the Kingdom of Bahrain
and one of the pioneering takaful companies in the Middle East. The Company provides sharia compliant takaful
coverage and setvices to individuals/corporations.

The main office of the Company is situated at:
Takaful International Co. B.S.C.
Main Center — Seef District
Building No. 680, Road 2811,
Seef District 428

P.O. Box 3230, Manama
Kingdom of Babrain

Tel: (+973) 17 565 656

Fax: (+973) 17 582 688
Email: takaful@takafulweb.com
Website: www.takaful.bh

The Company is registered with the Ministry of Industry, Commerce and Tourism under the commercial registration
number 21100-1 obtained in 1989. The Company’s Ordinary Shares are listed on the Bahrain Bourse.

Vision

“To make a positive difference in the takaful industry by being recognized as the pioneering innovative provider of quality, Sharia’a compliant
insurance solutions”

Mission

“Our mission is to continue being the insurance company of choice by spreading awareness of Islamic Insurance solutions and becoming the
leading provider of a full range of takaful products that combines superior quality based on Sharia’a principles and values”

Historical Milestones

Year Milestone

1989 Established as “Bahrain Islamic Insurance Co.” with paid-up capital of BHD 1,000,000

1997 Listed on Bahrain Bourse

1998 Increased paid-up capital to BHD 4,000,000 and re-launched the company as ‘Takaful
International Co.’

2000 Increased authorized capital to BHD 20,000,000 and paid-up capital to BHD 5,000,000

The first company globally to implement the full takaful model introduced by Accounting &
Auditing Organisation for Islamic Financial Institutions (AAOIFT)

2001 Became the first takaful operator to provide family takaful products

2009 Increased the paid-up capital of the company to BHD 6,250,000

2011 Opened Qatar branch as a licensee of Qatar Financial Center

2013 Established Health 360 (health care TPA) in partnership with Paramount Group

2015 Bahrain Kuwait Insurance Co. B.S.C. (“BKIC”) acquired 41% stake of Takaful International
Co.

2017 BoD resolution to close down Qatar Branch

BKIC acquired additional stake of 22.75% with a total shareholding of 63%
BKIC made an unconditional mandatory offer to acquire the remaining 36% not owned by
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BKIC. The offer increased BKIC’s stake to 67.28%
2018 Plan to increase the paid-up capital of the Company to BHD 8,500,000
BKIC increased in shareholding to 69.06%

5.2. License and Principal Activities
Takaful International Company B.S.C. is a Bahraini public shareholding company registered with the Ministry of
Industry, Commerce and Tourism in the Kingdom of Bahrain in accordance with the provisions of the Bahrain
Commercial Companies Law and operates under commercial registration number 21100 obtained on 11% April 1989.
Takaful is licensed by the CBB as a locally incorporated takaful company. The Company’s ordinary shares are listed on
the Bahrain Bourse. For further details on the CBB regulation that generally apply to Sharia Compliant insurance
companies, please refer to CBB rule Book Volume 3 which is available on www.cbb.gov.bh.

The Company provides takaful and related products and services. The activities of the Company is organized on the
principles of Shari’a. The principal activity of the Company is to manage the general and family takaful activities and
investments by adopting wakala and mudarabha models respectively, on behalf of the participants in accordance with the
Islamic Shari’a principles.

5.3. Capitalisation

The following table summarizes capitalization of the Company as of 315t December 2017. The Company does not have
any outstanding long term and/ot short term loans as of 315t December 2017.

Particulars 31-Dec-17 31-Dec-16
Capitalization

Statutory deposit 125,000 125,000
Cash and cash equivalents 5,534,986 7,608,103
Available for-sale-investments 5,604,387 4,686,569
Share capital 6,250,000 6,250,000
Reserves:

Statutory reserve 522,041 519,727
General reserve 200,000 200,000
Retained earnings/(Accumulated losses) (658,387) (679,213)
Investments fair value reserve 62,271 (43,751)
Equity attributable to shareholders of the parent 6,375,925 6,246,763
Non-controlling interests 100,817 70,586
Total equity 6,476,742 6,317,349

Takaful has an authorized capital of BHD 20,000,000 comprising of 200,000,000 Ordinary Shares of BHD 0.100 per
share. The Company’s issued and paid up capital as at 315 December 2017 amounted to BHD 6,250,000 comprising of
62,500,000 Ordinatry Shares at a nominal value of BHD 0.100 per share.

5.4. Subsidiaries

Health 360 Ancillary Services W.L.L.:

Health 360 Ancillary Services W.L.L. is a limited liability company registered with the Ministry of Industry, Commerce
and Tourism in the Kingdom of Bahrain and operates under commercial registration number 85004-1 obtained on 7t
April 2013. Takaful owns 60% of Health 360 Ancillary Sevices W.L.L. and the financials have been consolidated in the
financial statements.

The company is regulated by the requirements of the CBB Rulebook Volume 5 of the Central Bank of Bahrain and is
engaged in providing insurance ancillary services.
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The registered office of the Company is in the Meral Building, 5th Floor Office 51, Building No: 2572, Road No: 2833,
Block No: 428, Seef District, Kingdom of Bahrain.

5.5. Business Highlights
The principal activity of the Company is to manage the general and family takaful activities and invest by adopting
wakala and mudarabha models respectively. The Company’s takaful business is organized into five main business
segments which are as follows:

Motor and General takaful Motor, general accidents, engineering and aviation

Fire Fire and allied perils

Marine and Aviation Marine cargo and marine hull

Health care Health care expenses cover

Family takaful Savings, education, protection, general takaful and group credit

5.5.1. Motor and General takaful

The Company provides a range of products and services that include third patty, third party fire and theft and
comprehensive motor plans under motor takaful. General takaful includes engineering and general accident coverage.
Under engineering takaful the Company provides a complete coverage to contractors relating to risks associated with
erection, machinery breakdown, business interruption, and computers. Under general accident and liability, the
Company provides products and services that include bankers blanket bond, which covers risks such as loss of property
due to theft, burglary, damage, destruction or misplacement. Other major products and services offered under general
accident include professional indemnity, money coverage, group personal accident, fidelity guarantee and public liability.

5.5.2. Fire
Products and services offered under fire takaful include coverage against losses caused by fire, lightning, explosions,
earthquake, storm, flood, impact by road vehicles, bursting or overflowing of tanks apparatus or pipes or such other
perils in addition to burglary, involving entry into or exit from premises by forcible and violent means including damage
to the property consequent upon such theft or any attempt there on.

5.5.3. Marine and Aviation
Marine takaful provides coverage under marine cargo and marine hull policies. Marine cargo provides protection to the
cargo carried against the insured marine perils to the importers, exporters of goods and other financial institutions
directly or indirectly involved in import and export goods. Marine hull indemnifies the owner of the hull, pleasure craft,
and yachts including third party liability in the event of an accident.

5.5.4. Health care
Under the health care the Company offers two products under Group (Sehatak) takaful and Group family takaful.
Group (Sehatak) plans provide financial protection in case of suffering from illness or accidents, which includes in-
patient treatment, outpatient treatment, dental treatment and maternity. Group family takaful has been designed for
commercial organizations and companies providing coverage to their employees and workers with protection in case of
death, disablement due to sickness or accident along with other benefits.

5.5.5. Family takaful
The Company offers various options which include Osra Tak, education plan, savings plan, travel plan and Hajj &
Omrah under family takaful services. Osra-Tak is designed to provide financial protection plans in case of death or
disability of the policyholder. Education plan provides financial support for children’s college and higher education.
Saving plans are designed to help in planning for future financial obligations. Along with these plans the Company offers
additional plans providing protection while travelling for business purpose or leisure and pilgrimage.
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5.6. Strategy Going Forward

Corporate

- Strengthen the Company’s available capital
+  Capital injection
+  Improve net surplus from operations and investments
+  Enhancing quality of long and short-term assets
+  Establish market standing through an independent credit rating process

Operational

- Reassess and improve profitability in all line of business
*  Reassess underwriting strategies
+ Introduce enhanced control measures and procedures for claims management
*  Create new and enhanced products catering for developing market needs
+  Diversification of product mix
*  Explore cross-industry partnerships

Investments

+  Enhancement of return on investments through prudent asset allocation and dynamic portfolio
construction process
*  Focus on strengthening risk management practices to keep the investment portfolio at low risk level

Administrative

*  Organisational restructuring in line with operational strategies

*  Enhance economies of scale

*  Maintain general and administrative costs at low level

*  Revaluate cost centers and identify potential cost cutting activities

The Company has already started implementing this new strategy in 2018 and is expected to continue till the year 2020.
The Company will continue working towards implementing this strategy by maintaining current operations that are
executed through improved technologies and infrastructure. This will significantly add value in all the range of products
that Takaful offer customers.
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6. Corporate Governance

6.1. Introduction

The Company is fully committed to sound corporate governance. Takaful’s Board of Directors have adopted high
standards and values which set out the discipline expected of staff in their dealings with participants, customers,
shareholders, colleagues, brokers and other stakeholders of the Company. One of the core values communicated within
the Company is a belief that the highest standard of integrity is essential in business. The governance of the Company
remains under continuous review, in order to enhance compliance levels according to international standards and best
practices. The direct responsibility of the Board of Directors is to endeavor to be in line with policies of regulatory
authorities and statutory requirements.

Framework:

The corporate governance framework of the Company, includes a disclosure policy, code of conduct policy, code of
ethics, whistle blower policy, remuneration policy, key person dealing policy and corporate governance policy.

Code of Business Conduct:

The Company’s code of conduct covers the conduct of the Company’s directors and executive management. The code
binds the signatories to the highest standards of professionalism and due diligence in the performance of their duties. It
also covers conflicts of interest, disclosures and confidentiality of interest information.

Compliance:

Takaful has in place comprehensive policies and procedures to ensure full compliance with the relevant rules and
regulations of the CBB.

Communications:

Takaful conducts all communications with its stakeholders in a professional, honest, transpatent, understandable,
accurate and timely manner. Main communications channels include an annual report, website, and regular
announcements in the appropriate local media.

0.2. Board of Directors
The following are the Company’s Director as of the date of this Rights Issue Circular:

Mr. Jamal Al Hazeem
Chairman of the Board of Directors

Mr. Al-Hazeem was the Chief Executive Office of BMI Bank from 2010 until 2014; the Chief Executive Officer of First
Investment Bank from 2007 until 2008; the Chief Operations Officer of The International Investor from 2005 until
2008.

He is also the Chairman of Gulf African Bank, Kenya, Board Member and Chairman of Audit Committee of Nass
Corporation, Bahrain, Board Member at KCPC, Kuwait, and Vice Chairman of GBCorp, Bahrain; and a Board Member
of Procco Financial Services; in addition to chairing all Jeem Holding subsidiary companies. Mr. Al-Hazeem holds
Certified Public Accountant (CPA) from the United States.

Mzt. Abdulrahman Abdulla Mohammed
Vice Chairman of the Board of Directors

Mr. Mohammed has a long banking experience; he worked for National Bank of Bahrain for 33 years, and the last
position held was the General Manager of the banking group. Prior to joining National Bank of Bahrain, Mr.
Mohammed worked for one year for Chase Manhattan Bank as Senior Supervisor Financial & General Services. He
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serves as a Board Member Al Baraka Islamic Bank B.S.C and TAIB Bank B.S.C. Mr. Mohammed is an MBA holder
from University of Hull, United Kingdom.

Mr. Khaled Saud Al Hasan
Board Member

Mr. Al Hasan has extensive experience in the investment and insurance fields; he works for Gulf Insurance Group, and
is a Board Member and Chief Executive Officer for the past fifteen years. Mr. Khaled Al Hasan is also a Board Member
in different Insurance and Reinsurance Companies in the Arab Insurance Market. Mr. Al Hasan graduated from
University of Kuwait B.Sc. in Economics and Political Science.

Mr. Khaled Jamal AlMuzire
Board Member

Mr. Al-Muzaire is currently serving as Deputy General Manager for RTC (Coca Cola Group Kuwait). During his career,
Mr. Al-Muzaire was the Chief Executive Office and a Board Member for Ajwan Gulf Real Estate Company between
2014 and 2016. Prior to that, he worked for Ernst & Young as a Senior Auditor between 2009 and 2014. Mr. Al-Muzaire
is a Certified Public Accountant registered at Kuwait.

Mr. Ebrahim Mohamed Alrayes

Board Member

Mr. Alrayes has over 33 years of expertise in the Insurance Industry. He is currently the Chief Executive Officer of
Bahrain Kuwait Insurance Co. B.S.C and is the Vice Chairman of Bahrain Insurance Association. He is also a Board
Member in different Insurance and Reinsurance Companies in the Arab Insurance Market. Mr. Alrayes holds a B. Com
(Accounts) degree from Arab University of Beirut, Lebanon and a Certificate of Insurance Proficiency (COP) from
Chartered Insurance Institute, UK.

Mr. Ahmed Abdulrahman Bucheeri

Board Member

Mr. Bucheeri is the Chief Investment Officer for Bahrain Kuwait Insurance Company since 2011. He has worked for
Global Banking Corporation as Senior Manager between 2008 and 2011, and for SICO Investment Bank as Chief
Broker between 2006 and 2008. He is also a Member of the Board and Chairman of the Audit Committee of Invita
Claims Management Company, Bahrain. Mr. Bucheeri is Chartered Alternative Investments Analyst and a member of
CATA USA.

Mzt. Abdulla Rabea Mohamed Rabia
Board Member

Mr. Rabia has more than 37 years of substantial experience in insurance sector, out of which 29 years in Kuwait market.
He worked for Bayne Adjusters & Surveyors, Bahrain for five years, Arab Insurance Group (ARIG) for four years, and
as currently the Deputy CEO of Bahrain Kuwait Insurance Company, Kuwait Office. Mr. Rabia attended several
training programs, seminars, and conferences related to insurance and management.

Dr. Osama Taqi AlBaharna
Board Member

Dr. Albaharna holds a Doctorate (Ph.D.) in Computer Engineering from Imperial College in the UK and Masters and
Bachelor Degrees in Computer Engineering from McGill University in Canada. He has wide experience over 30 years in
project management, consultation, strategic planning and managerial work. Dr. Albaharna is a IT and e-Commerce
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consultant and has worked as Project Manager on many strategic I'T projects. He is currently the Managing Director &
Senior Technical Consultant of Continental Group. He is also a Board Member of United Insurance Company.

Mzr. Rashed Ali Abdulrahim
Board Member

Mr. Abdulrahim holds Association of Chartered Certified Accountants (ACCA) from the United Kingdom. He has wide
experience over 40 years in Banking & Finance sectors in the Kingdom of Bahrain and the Kingdom of Saudi Arabia.

Mr. Osama Kamel Kishk
Board Member

Mr. Kishk is currently serving as the Chief Financial Officer in Gulf Insurance Group Kuwait. Mr. Kishk holds a
Certified Public Accountant (CPA), Certified Internal Auditor (CIA), in addition to MBA from Maastricht College of
Management. Mr. Kishk has over 20 years of experience in Insurance, financial services and banking in Egypt and
Kuwait.

0.3. Shart’a Supervisory Board Member Profiles

Shaikh Dr. Abdullatif Mahmood Al Mahmood
Chairman

Dr. Abdul Latif Mahmood Al Mahmood is a member of the Supreme Council for Islamic Affairs of the Kingdom of
Bahrain and an expert of the International Islamic Jurisprudence Authority. Dr. Al Mahmood sits on several Shari’a
Advisory Boards. Besides serving as an advisor, Dr. Al Mahmood is an active participant of educational, economic,
intellectual, social, and cultural conferences and seminars. Dr. Al Mahmood was previously the head of Arabic Language
and Islamic Studies Department at the University of Bahrain from 2001 to 2005, and also an Assistant Professor for
Islamic Studies since 1985.

He received his graduate degree from Al-Azhar University and a doctorate degree from Zaytuna University.
Dr. Shaikh Abdulsattar Abughuda
Deputy Chairman

Dr. Abughuddah holds a Ph.D. in Shari’a from Al-Azhar University, Cairo, Egypt. He is a Member of the Islamic Figh
Academy, which evolved from the Organisation of Islamic Conference in Jeddah, Kingdom of Saudi Arabia. He
previously held the positions which include Expert and Reporter for the Islamic Figh Encyclopedia, Ministry of Awqaf
& Islamic Affairs, State of Kuwait. He is a Member of the Shari’ah Supervisory Board of several Islamic financial
institutions, and a Member of the Standards Board and Shati’ah Council of the Accounting & Auditing Organisation for
Islamic Financial Institutions (AAOIFI). He is the author of several specialist books in Figh & Fatwa of modern
Muamalat and publications on different Islamic subjects, and a regular speaker at Islamic conferences and forums.

Shaikh Mohsin Al Asfoor
Board Member

Shaikh Al Asfoor is the Shari’a High Court Under-secretary of Bahrain. He is the Chairman of Science Research Pool
Organisation and has over 100 manuscripts covering different Islamic aspects. Shaikh Al Asfoor is a member of several
Sharia'a Committees of financial institutions in Bahrain.

6.4. Executive Management
The Company’s key management team comprises of the following:

Mr. Younis J. Al-Sayed
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Chief Executive

Mr. Younis J. Al Sayed is a leading pioneer in the insurance and reinsurance sector with a rich experience that exceeds
thirty years during which he held various positions.

A graduate of Kuwait University, he began his illustrious career with the Arab Insurance Group (ARIG) in 1982 and was
responsible for underwriting operations of all aspects of aviation insurance regionally as well as in international markets.

In 2001, he joined Dubai International Financial Centre (DIFC) as Managing Director and played a prominent role in
establishing the infrastructure of insurance and reinsurance sector for DIFC.

Being specialized in Islamic Insurance (takaful), Mr. Younis joined Takaful International Company in 2003 as General
Manager and was promoted to the position of Chief Executive in 2008. Mr. Younis served as Chairman and Board
member in various insurance organizations. He was the Chairman of the Bahrain Insurance Association (BIA) for two
consecutive terms from 2011 till 2014, and the Chairman of the International Federation of Takaful and Islamic
Insurance Companies (IFTT) from 2014 tll 2016. He was also a Board member at the Egyptian Saudi Insurance
Company, Egypt from 2005 till 2008.

Mr. Essam M. Al-Ansari
General Manager

Mr. Essam Al Ansari is a top professional in the insurance field. He is an ACII degree holder (Associate of the Chartered
Insurance Institute) from the Chartered Insurance Institute-London and now pursuing towards FCII. He possesses
more than twenty years of extensive experience in insurance and reinsurance business, through his long association in
the insurance and reinsurance industry in Bahrain and the region.

He has been in the Executive Management Cadre of Bahrain National Insurance Company (BNI), National Company
for Cooperative Insurance (Tawuniya) Saudi Arabia and Bahrain Kuwait Insurance Company (BKIC), before joining
Takaful International Company in 2006.

Mt. Abdulaziz A. Al-Othman
Deputy General Manager

Mr. A.Aziz Al Othman is a certified Accountant since 2002 and holds a Master’s degree in Business Administration from
the University of Hull, UK. A true professional in the Islamic Insurance field, he has extensive experience in the Islamic
Insurance business acquired by his long association of over twenty years in the insurance industry with in-depth
understanding of takaful markets. Al Othman began his distinguished career with Takaful International Company in
1989.

After handling various administrative positions in 2008 he was designated as Deputy General Manager. He is also the
Chairman of Health 360 Ancillary Services. His outstanding contributions have helped in enhancing the performance of
the Company for the past few years. He is also well experienced in developing, evaluating and analyzing strategies and
business planning, insurance statistical and financial statement, and has attended a number of seminars and workshops
related to accounting and insurance.
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6.5. Organizational structure
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6.6. The Board Role and Responsibilities
The Board represents the shareholder’s interest in perpetuating a successful business and optimizing long term financial
returns. The Board is responsible for establishing the Company’s policies and strategy and for regularly monitoring the
effectiveness of executive management in carrying out those policies and strategies.

Board and Committee Performance Evaluations

- Under the Chairman, the Board annually conducts a self-evaluation of its performance, the performance of
each Committee and each individual Director, which will address its composition, responsibility, structure,
processes and effectiveness in accomplishing its remits and responsibilities;

- This evaluation consists of:

*  Assessing how the Board operates;

*  Evaluating the performance of each Committee in light of its specific purposes and responsibilities, which
includes reviews of the self-evaluations undertaken by each Committee;

*  An individual review of each Director’s work, attendance at Board and Committee meetings, involvement
in discussions and decision making, qualification under corporate governance rules, and all other relevant
laws, rules and regulations regarding directors;

+ A review of the Board’s current composition against its desired composition with a view towards
maintaining an appropriate balance of skills and experience and a view towards planned and progressive
refreshing of the Board;
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+  Consideration of any changes in a Director’s responsibilities that may have occurred since the Director
was first appointed to the Board;

* An assessment of whether the corporate governance processes it has implemented have successfully
achieved their objectives; and

*  Any other factors deemed appropriate for review.

- The Chairman acts on the results of the performance evaluation by recognizing the strengths and addressing
the weaknesses of the Board and, where appropriate, proposing new members be appointed to the Board or
seeking the resignation of Directors;

- The results of the Board and Committee evaluations are summarized and presented to the Board;

- While the evaluation is a responsibility of the entire Board, it should be organized and assisted by an internal
Board Committee and, when appropriate, with the help of external experts;

- The Board reports to the shareholders, at each annual shareholder meeting, that the evaluations of the Board
and Board Committee’s performance have been performed;

Oversight, Performance Evaluation, and Succession Planning of Executive Management

- The Board reviews the performance of the Company’s executive management and, as appropriate, shall review
the respective conclusions with regard to their compensation;

- The Chairman provides counsel and oversight on the selection, evaluation, development and compensation of
executive management and officers of the Company;

- Atleast annually, the Board reviews and concurs in a succession plan addressing the policies and principles for
selecting a successor to the Chief Executive Officer, both in emergencies and in the normal course of business.
The succession plan includes an assessment of the experience, performance, skills, and planned career paths for
possible successors to the Chief Executive Officer; and

- Executive management evaluates, nominates and prepares a succession plan for their areas of responsibility
which is reviewed by the Chairman of the Board. Each plan includes policies regarding succession in the event
of an emergency.

Strategic Business Plans, Budgeting, Strategic Matters and Compliance with the Statutory and Internal
Policies

- As part of its overall responsibilities to serve the long term interests of the Company’s shareholder, the Board:
*  Reviews and approves, at least annually, the Company’s strategic plans, management structure and
responsibilities, and systems and controls framework (including its policies and procedures);
+ Adopts the strategic guidelines for the Company as proposed by the Executive Committee or, where
appropriate, on its own initiative;
*  Reviews and discusses reports by executive management on the performance of the Company, its plans
and products; and
+  Assesses major risks facing the Company by reviewing and approving strategies for addressing such risks.
- The Board shall carry out an annual strategy review process by:
+  Assessing the adequacy of capital to support the business risks of the Company;
»  Setting performance objectives; and
*  Reviewing the performance of executive management.
- 'The strategies set by the Board is communicated internally;
- The Board ensures that processes are in place for maintaining the integrity and reputation of the Company
including:
*  The integrity of the financial statements
+  Compliance with the laws, rules, regulations, accounting and auditing principles, and internal policies
governing the business of the Company
*  The integrity of the information given to the investors and the public
+  The integrity of the Company’s relationship with its shareholders
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Risk Recognition and Assessment

- The Board is responsible for reviewing the level of risk , maintaining a clear mapping of the risks faced by the
Company, ensuring that appropriate systems of risk-management and control have been put in place,
evaluating and taking decisions on possible options for mitigating risks;

- The Board develops and communicates comprehensive policies outlining all aspects of the Company’s risk
management framework, with the allocation of sufficient staff resources to effectively implement the policy;

- The Board ensures that the Company has comprehensive management reporting programmes through which
the Board and senior management regularly receives information on the Company’s risk exposures from
business units, the Risk Management function and Internal Audit.

Operational Responsibilities

- Reviewing, on a regular basis, who has authority to enter the Company into contractual obligations. The Board
sets a materiality threshold, so that contractual obligations above this set threshold are regularly reported to the
Board. In setting the materiality threshold, the Board will consider the financial impact the contractual
obligations may have in relation to its capital;

Conflicts of Interest and Code of Conduct

- Establishing policies and procedures to address its members’ potential conflicts of interest including matters
such as related party transactions, the misuse of assets belonging to the Company, and the use of privileged
information for personal advantage (insider trading);

- Establishing and disseminating to all employees and appointed representatives of the Company a corporate
code of conduct and ensuring that policies and procedures ate in place to ensure customer confidentiality is
maintained; and

- Overseeing the process of disclosure to all stakeholders and ensuring that the communications are fair,
transparent, comprehensive and timely.

Access to Executive Management

- Directors have full access to any member of executive management for the purpose of understanding issues
facing the Company; and

- Any meeting or contact that a non-executive Director wishes to initiate with any member(s) of executive
management shall be arranged through the CEO.

Corporate Governance

- Corporate governance establishes how the shareholders, the Board and management interact in determining
the direction and performance of the Company. Good governance holds management accountable to the
Board and the Board accountable to the owners and other stakeholders.

- The Board provides central leadership to the Company, establish its objectives and develop the strategies that
direct the ongoing activities of the Company to achieve these objectives. Directors determine the future of the
Company; protect its assets and reputation. They consider how their decisions relate to “stakeholders” and the
regulatory framework. Directors apply skills and care in exercising their duties to the Company and are subject
to fiduciary duties. Directors are accountable to the shareholders of the Company for the Company’s
performance and can be removed from office by them.

0.7. Code of Conduct for Employees and Directors
The Company’s code of conduct covers the conduct of the Company’s Directors and executive management. The code
binds the signatories to the highest standards of professionalism and due diligence in the performance of their duties. It
also covers conflicts of interest, disclosures and confidentiality of interest information.

32



TAKAFUL INTERNATIONAL RIGHTS ISSUE CIRCULAR

April 23,2018

6.8. The Corporate Governance Code

The Company is fully committed to sound corporate governance. Takaful’s Board of Directors have adopted high

standards and values which set out the discipline expected of staff in their dealings with participants, customers,

shareholders, colleagues, brokers and other stakeholders of the Company. One of the core values communicated within

the Company is a belief that the highest standard of integrity is essential in business. The governance of the Company

remains under continuous review, in order to enhance compliance levels according to international standards and best

practices. The direct responsibility of the Board of Directors is to endeavor to be in line with policies of regulatory

authorities and statutory requirements.

6.9. Major Shareholders — Owning 5% or more

No. of Shares

# Shareholder’s Name

1 | Bahrain Kuwait Insurance Company B.S.C. 69.06% 43,160,787
2 | Al Amana Alama State of Kuwait 8.40% 5,250,000
3 | International Investment Group 6.39% 3,991,187

The Company has only one class of shares. All Shares listed in the above table are Ordinary Shares and carry voting
rights equal to Shares offered through this Offering.

6.10. Shareholding by Directors and Management
The following table summarizes number of Ordinary Shares and sharecholding stake owned by the Board of Directors as
of the last practicable date (234 April 2018).

Name of Director/ Management

Position

Number of
Otrdinary Shares

Shareholding
Percentage

1 Mr. Jamal Al Hazeem Chairman of BOD 0 0%
2 Mr. Abdulrahman Abdulla Mohammed Vice Chairman of BOD 0 0%
3 Mr. Khaled Saud Al Hasan Director 0 0%
4 Mr. Khaled Jamal AlMuzire Director 0 0%
5 Mr. Ebrahim Mohamed Alrayes Director 0 0%
6 Mr. Ahmed Abdulrahman Bucheeri Director 0 0%
7 Mr. Abdulla Rabea Mohamed Rabia Director 0 0%
8 Dr. Osama Taqi Al-Baharna Director 0 0%
9 Mrt. Rashed Ali Abdulrahim Director 0 0%
10 | Mr. Osama Kamel Kishk Director 0 0%
11 | Dr. Shaikh Abdullatif M. Al Mahmood Sharia’a Supervisory Board | 98,867 0.16%
Chairman
12 | Dr. Shaikh Abdulsattar Abughuda Sharia’a Deputy Chairman 0 0%
13 | Shaikh Mohsin Al Asfoor Sharia Director 0 0%
14 | Mr. Younis J. Al-Sayed Chief Executive Officer 0 0%
15 | Mr. Essam M. Al-Ansari General Manager 0 0%
16 | Mr. Abdulaziz A. Al-Othman Deputy General Manager 0 0%
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6.11. Board Committees

The Board has formulated the following Committees to assist in its responsibilities.

Committee Committee Members

Executive Committee -

Khalid Al Hasan, Chairman
Ahmed Bucheeri, Member

Abdul Rahman Abdulla, Member

Audit Committee -

Khalid Al Muzaire, Chairman
Ebrahim Alrayes, Member

Nomination and Remuneration Committee -

Khalid Al Muzaire, Chairman
Abdulla Rabia, Member

6.12. Compensation
Current Term Expiry:

Directotr’s Name
Mr. Jamal Ali Al-Hazeem

Term Start
21 March 2018

Term Expiry
21 March 2021

Mzt. Abdulrahman Abdulla Mohammed

21 March 2018

21 March 2021

Mr. Khaled Saud Al Hasan

21 March 2018

21 March 2021

Mr. Ebrahim Mohamed Sharif AlRayes

21 March 2018

21 March 2021

Mr. Ahmed Abdulrahman Bucheeri

21 March 2018

21 March 2021

Mr. Khalid Jamal Al-Muzaire

21 March 2018

21 March 2021

Mzt. Abdulla Rabea Mohammed Rabia

21 March 2018

21 March 2021

Dr. Osama Taqi Al-Baharna

21 March 2018

21 Match 2021

Mr. Rashed Ali Abdulrahim

21 March 2018

21 Match 2021

Mr. Osama Kamel Kishk

21 March 2018

21 Match 2021

Summary of Committees Terms of Reference:

1. Executive Committee:

*  Review of strategy and performance review of new investments proposals, credit proposals, and exit

strategies.

*  The committee meets on a quarterly basis or more frequently as necessary

2. Audit Committee:

*  Opversight of integrity and reporting of the Company’s quarterly and annual financial statements

»  Review of risk, provision and impairment

+  Compliance with legal and regulatory requirements

*  The committee meets at least four times a year.

3. Nomination and Remuneration Committee:

+  Opversight of the compensation and remuneration policy
+  Opversight of recruitment & promotion of key personnel and Board members
*  The committee meets at least two times a year.
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6.13. Employees

Compensation:

- Nomination & Remuneration Committee reviews the Company’s remuneration policies for the Board and
senior management. The Board remuneration is recommended by this committee based on their attendance
and performance. Remuneration for senior management is also reviewed and recommended by this committee
to the Board.

- The cumulative compensation including sitting fee and remuneration paid in the last two years for Board
members was BHD 65,343 in 2016 and BHD 71,679 in 2017.

- The Company’s compensation packages include but are not limited to: salaries, fringe benefits such as non-
salary perquisites and bonuses. The Company has a pre-set hierarchical grading system and utilizes key
performance indicators to assess the periodic performance of all of its employees. The Company also conducts
periodic evaluations as well as self-evaluations for all of its employees in order to keep their interests aligned
with the Company’s Shareholders.

- The total compensation (including the employer’s contributions to the Social Insurance Organization of
Bahrain and other applicable governmental charges and levies) paid to all employees was BHD 2,211,897 for
the year ended 31t December 2016 and BHD 2,094,600 for the year ended 315 December 2017.

- Furthermore, the cumulative amount which the Company has set aside or accrued to provide for retirement,
pension or similar benefits, such as leaving indemnities, as at 31 December 2017 was BHD 305,185.

- The total compensation paid to the three most senior executive managers of the Company for the year ended
31 December 2017 (including the employer’s contributions to the Social Insurance Organization of Bahrain
and other applicable governmental charges and levies) is BHD 425,340.

Number of employees:

Number of employees 102 113 113
Breakdown of employees by nationality:
2017 2016 2015
Country Bahraini Non- Country Bahraini Non- Country Bahraini Non-
Bahraini Bahraini Bahraini
Bahrain 70 30 | Bahrain 80 26 | Bahrain 83 24
Qatar 0 2 | Qatar 1 6 | Qatar 0 6
Breakdown by department:
Department ‘ Bahraini Non Bahraini Total
Executive management 6 2 8
Administration 6 4 10
Finance 3 4 7
Investment 1 1 2
Human Resources 2 0 2
Information Technology 3 2 5
Corporate Control 3 0 3
Family takaful and Healthcare 7 3 10
General takaful 7 14 21
Business Development 3 0 3
Motors and Centers 29 0 29
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Qatar Branch 0 2

Total

70 32

102

6.14. External Auditors

The Company has an auditor appointed from those licensed to practice auditing by the Ordinary General
Assembly, which determines their fees and term of appointment.

The Company ensures that the auditor has the required skill, resources and experience to carry out the audit
propetly, and is independent.

The Company gets CBB’s approval on external auditor’s appointment.

The Auditors exercises their powers and perform their duties and related procedures in accordance with the
provisions of Articles (217 — 222) of the Commercial Companies Law for the year 2001 and subsequent
revisions.

The audit partner responsible for the Company’s audit does not undertake that function more than five years in
succession.

In its meeting held on 234 March 2016, the General Assembly decided to change the auditors of the Company
from BDO Jawad Habib, to Ernest & Young for Rotation purposes. CBB approval was granted on 7% April
2016.

Current Auditor (2017-2018)

Ernst & Young

10t Floor

East Tower, Bahrain World Trade Center
P.O. Box 140

Manama

Kingdom of Bahrain

Previous Auditor (2015)
BDO
17% Floor
Diplomatic Commercial Office Tower
P.O. Box 787
Manama
Kingdom of Bahrain

0.15. Legal and other Advisors

Issue Manager

Grant Thornton Advisory W.L.L.
12t Floor, Al Nakheel Tower
P.O.Box 11175, Seef District,
Kingdom of Bahrain

Legal Advisor

Rashid A. R. Ebrahim

2nd Floor

Building 168, Road 1703, Block 317
Diplomatic Area

P.O. Box 5071

Manama

Kingdom of Bahrain

Principal Bankers

Bahrain Islamic Bank

Al Salam Bank

Kuwait Finance House
Bank of Bahrain and Kuwait

Ahli United Bank
Listing Bahrain Bourse
P.O. Box 3203
Manama, Kingdom of Bahrain
Actuary YICG Actuaries and Management Consultants Ltd.

70, Omirou, Nea Smyrni, 17121, Athens, Greece

Issue Registrar

Bahrain Clear
P.O. Box 3203
Manama, Kingdom of Bahrain
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7.  Major Shareholders, Related Parties Transactions and Conflict of Interest

7.1. Major Shareholders

The Company has only one class of Ordinary Shares. Each Shareholder holding one Share shall have the right to attend
the general assembly. A Sharcholder may delegate by way of a written proxy to another shareholder, other than a
member of the Board of Directors or any employee of the Company, the right to attend the general assembly on his /
her behalf. The votes in the ordinary general meeting as well as the Extra-Ordinary General Meeting shall be counted on
the basis of one vote for every Share. In 2017, BKIC purchased 22.75% from Bahrain Islamic Bank B.S.C. increasing its
shareholding to 63.68%. During the same period, BKIC made an unconditional mandatory offer to acquire the
remaining 36%. The offer increased BKIC’s stake to 67.28%. For further details refer to section 13, titled ‘Shareholder
Rights’. Details of shareholders’ holding more than 5% equity stake as at the record date of Annual General Meeting
(AGM) for last three years is provided below:

Name of Position April 23, 2018 Year end of 2017 Year end of 2016 Year end of 2015

Shareholder
No. of % of No. of % of No. of % of No. of % of

Shares Shares Shares Shares Shares Shares Shares Shares

Bahrain Bahrain 43,160,787 | 69.06% 42,048,287 67.28% 25,582,845 | 40.93% 25,582,845 | 40.93%
Kuwait
Insurance
Company
B.S.C.

Bahrain Bahrain 0 0% 0 0% 14,220,486 | 22.75% 14,220,486 | 22.75%
Islamic Bank
B.S.C.

Al Amana Kuwait 5,250,000 8.4% 5,250,000 8.4% 5,250,000 8.4% 5,250,000 8.4%
Alama State
of Kuwait

International | Kuwait 3,991,187 6.39% 3,991,187 6.39% 3,991,187 6.39% 3,991,187 6.39%
Investment
Group

Distribution schedule of shareholding as on 23t April 2018 by stake is provided below:

Category No. of Shares No. of % of
Shareholders outstanding
shatr5es

Less than 1% 6,195,820 196 9.91%
1% up to less than 5% 3,902,206 2 6.24%
5% up to less than 10% 9,241,187 2 14.79%
10% up to less than 20% 0 0 0%
20% up to less than 50% 0 0 0%
50% and above 43,160,787 1 69.06%
Total 62,500,000 201 100%

7.2. Related Party Transactions

Related parties represent, major shareholders, directors and key management personnel of the Company and its Parent,
and entities controlled, jointly controlled or significantly influenced by such parties. All transactions with such related
parties are conducted on normal terms and conditions.
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Transactions with related parties included in the statement of profit or loss are as follows:

Particulars Management personnel ‘ Shareholders
(In BHD) (In BHD)
Gross contributions (2017) 2,968 360,008
Gross contributions (2016) 8,248 1,084,793
Balances with related parties included in the consolidated statement of financial position are as follows:
As of 315t December 2017
Particulars ‘ Management personnel Shareholders
(In BHD) (In BHD)
Statutory reserve - -
Cash and cash equivalents - -
Available-for-sale investments - 80,918
Takaful and retakaful balances receivable - 342,619
Amounts due to related parties - 444

As of 315t December 2016
Particulars Management personnel ‘ Shareholders

(In BHD) (In BHD)
Statutory reserve - 125,000
Cash and cash equivalents - 478,128
Available-for-sale investments - 140,304
Takaful and retakaful balances receivable 4,235 58,506
Amounts due to related parties - 654

The remuneration of directors and other members of key management during the year was as follows:

Compensation of key management personnel

Particulars
Salaries and benefits

Remuneration and attendance fees to Directors

Employees' end of service benefits

Total

2017 2016
425340 | 425,340
71,679 | 65,343
15,765 | 15,765
512,784 | 506,448

7.3. Insider Trading

No trading of the Company’s shares was undertaken by its Directors or senior management during the financial year

2017.
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7.4. Conflict of Interest

Name of the entity Bahrain Kuwait Insurance Company B.S.C.
Name of Directors Ebrahim Alrayes

Khalid Al Hassan

Abdulla Rabia

Ahmed Bucheeri
Nature and extent of interest 69.06%

While BKIC, a majority shareholder, operates in the same business and deals in similar products and services, the
Company’s Board and the team through its corporate governance practices ensure that the company operates
independently with all transactions conducted under normal terms and conditions, thereby generating value to and
for its shareholders.
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8. Key Financial Information

8.1. Introduction

The financials statements of Takaful International B.S.C. (the “Company”) and its subsidiary (together the “Group”) as
of 31 December 2017, and the related consolidated statements of profit and loss, changes in sharcholder’s equity,
changes in participants’ fund and cash flows for the year then ended and summary of significant accounting policies and
other explanatory information are prepared in accordance with the Accounting and Auditing Organization for Islamic
Financial Institutions (“AAOIFI”) and the requirements of the Bahrain Commercial Companies Law, decree number 21
of 2001.

For each financial year, the Company is required to prepare and publish its financial statements within a period not
exceeding 60 days from the financial year end thereof. The Company is also required to publish quarterly financial
statements within a period of 45 days from the quarter end.

8.2. Summary Historical Financial Data
The financial data summarized below is derived from the audited financial statements for the years ended 31st
December, 2013, 2014, 2015, 2016 and 2017, respectively. The financial statements are prepared in accordance with the
Accounting and Auditing Organization for Islamic Financial Institutions Standards and presented in Bahraini Dinar, the
principal currency of operations and reporting currency of the Company. Certain prior period figures have been
regrouped to conform to the current presentation of the balance sheet and income statement.

For a better understanding of the financial position and performance during the historical period covered below, the
summarized historical financial data should be read in conjunction with the audited financial statements.

40



TAKAFUL INTERNATIONAL RIGHTS ISSUE CIRCULAR April 23, 2018

8.3. Auditors’ Report Summary Financial Statements

Erast & Youry Tet +573 17535288
PO Sox 120 Fan: #0971 1752 5404
1040 Fisee, Cad Sowet manaTe OB ey com

Bartgen Wanks Trooe Centx( ov.comdrera
L
2""'::’:, WUsrarry CR. N &G ) 2997y

PrQauen ol B iy

INDEPENDENT AUDITOR'S REPORT ON THE SUMMARY FINANCIAL
STATEMENTS TO THE SHAREHOLDERS OF TAKAFUL INTERNATIONAL
COMPANY B.S.C.

Opinion

The summary financial statements, which comprise:

- the statements of financial position as at 31 December 2017 (audited, consoldated), 31
December 2016 (audded, consolidated), 31 December 2015 (audited, restated,
consolidated), 31 December 2014 (audited, restated, consolidated) and 31 December 2013
({audited, unconsolidated),

- the statements of profit or loss for the years endad 31 Dacembar 2017 (audited,
consolidated), 31 December 2016 (sudited, consolidated), 31 December 2015 (audited,
consolidalad, restated), 31 December 2014 (audited, unconsolidated) and 31 December 2013
{audited, unconsolidated),

- tha statements of changes in shareholders' equity for the years ended 31 December
2017 (audited, consolidated), 31 December 2018 (audited, consolidated), 31 Decamber 2015
(audited, consolidated, restated), 31 December 2014 (sudiled, unconsolidated) and 31
December 2013 (audited, unconsofidated),

~ the statements of changes in participants’ fund for the year ended 31 Decamber 2017
(audited), 31 Dacamber 2016 (audited), 31 December 2015 (audited), 31 Decamber 2014
(audited) and 31 December 2013 (sudited),

- the statements of cash flows for the years ended 31 December 2017 (audited,
consolidaled), 31 December 2016 (asudied, consolidated), 31 December 2015 (audited,
consolidated, restated), 31 December 2014 (audited, unconsolidated) and 31 December 2013
(audited, unconsolidated),

are derived from the audited consolidated financial statements of Takaful Iermnational B.S.C.
(the "Company”) and it's subsidiary (together the "Group") for the years ended 31 Docember
2017 and 31 December 2016 and the audited financial statements of the Company for the
years ended 31 December 2015, 31 December 2014 and 31 December 2013 respectively
(together ‘the audited financial statements' for "the Periods').

In our opinion, subject to the provisions faid down n the other information paragraph below,
the accompanying summary financial statements are consistent with the basis described In
Note 3. We do not express an opinion or any other form of assurance on the financial
information extracted from the financial statements for the years ended 2013, 2014 or 2015,
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INDEPENDENT AUDITOR'S REPORT ON THE SUMMARY FINANCIAL
STATEMENTS TO THE SHAREHOLDERS OF TAKAFUL INTERNATIONAL
COMPANY B.S.C.

(continued)

Summary Financlal Statements

The summary financial statements do not contain all the Gsciosures required by Financial
Accounting Standards issued by AAOIF], Reading the summary financial statements and the
auditor’s report therson, therefore, is not a substitute for reading the awdited financial
statements and the auditor's reports thereon. The summary financial statemenls and the
audited financial statements do not reflect the effects of events that accurred subseguent to
the date of our reports (or other auditor's reports) on those audited financial statements.

The Audited Financlal Statements and owr reports thereon

We expressed an unmodified audit opinion on the audited consclidated financlal statements
of the Group for the years ended 31 Decamber 2017 and 31 Dacember 2016 only in our
reports dated 20 February 2018 and 20 February 2017 respectively.

Managemen!'s responsibilly for the summary financial statements
Management |s responsible for the preparation of the summary financial statements in
accordance with Financial Accounting Standards issued by AAQIFL,

Auditor's responsibility

QOur responsibliity is 1o express an opinion on whether the summary financial statements for
the Periods are consistent, in all material respects, with the audited financlal statements for
the Periods, based on our procedures, which were conducled In accordance with the
Intermationat Standard on Auditing (ISA) 810 (Revised), Engagements to Report on Summary
Financial Stalements

Other information

The financial statements for the years ended 31 December 2015, 2014 and 2013 were
audited by Other Auditors. The Other Auditors expressed an unmodified audit opinion on the
audited financial statements of the Company for the years ended 31 December 2015, 31
December 2014 and 31 December 2013 which were dated 23 February 2016, 23 February
2015 and 23 February 2014, respectively.
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INDEPENDENT AUDITOR'S REPORT ON THE SUMMARY FINANCIAL
STATEMENTS TO THE SHAREHOLDERS OF TAKAFUL INTERNATIONAL
COMPANY B.S.C.

(continued)

Other information {continued)

However, the unconsolidated financial statements for the year ended 31 December 2015,
were restated during our audit of the Group for the year ended 31 December 2016, As stated
in Note 1 (i) to the summary financial statements, until 31 December 2015, the Company
prepared its financial statements on an unconsolidated basis.

The consolidated statement of financial position as at 31 December 2015 and 31 December
2014 and the consolidated statement of profit or koss, changes in shareholders' equity and
cashfiows for the year ended 31 December 2015 were restated in the consolidated financial
statemants for the year endged 31 December 2016. This resiatement has been refiectad In the
summary financial statements, and therefore certain balances as detailed in Note 1 (i) have
been restated and do not commespond to the previously audited financial statements of the
Company for the years ended 31 December 2015 and 31 December 2014 which were
audited by other auditors.

We sudited the adjustments described in Note 1 (i) that were applied to restate the 31
Decamber 2015 financial statements. In our opinion, such adustments are appropriate and
have bean properly appled. We were not engaged 1o audit, review, or apply any procedures
to the 2013, 2014, or 2015 financial statements of the Company other than with respect to the
adustments and accordingly we did not express an opinion or any other form of assurance
on the 2013, 2014 or 2015 financial statements taken as & whole. In addition, the information
Included In the statements of profit or loss, changes in shareholders' equity, changes in
participants' fund and cash flows for the years ended 31 December 2014 and 31 December
2013 are presented in the summary financial statements on an unconsclidated basis and
were derived from the audited financial statements of the Company for the years ended 31
December 2014 and 31 December 2013 respectively which were audited by other auditors.

Samat ¥

18 April 2018
Manama, Kingdom of Bahrain
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Consolidated statement of financial position (Expressed in Bahraini Dinars)

Takaful International Company B.S.C.
ATEMENT"* OF FINANCIAL POSITION

Al 31 December 2017, 2016, 2015, 2014 and 2013

Apdited Agted Farxed Avaiieo Avated
n 10 IO o b 37 Do
w017 2008 018 2019 2013
a0 a0 80 -] 80
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TakaAs and retabads reconazias 9,680,087 9,018,525 81292  tDBeS51E 10701045
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Rtk il share of famely taba kel
Inchrical senves po ¥ 1.707.50% 1836338 1,454,861 -
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TOTAL ASSETS MMM 0400203 MBS X764l M TE8I00
SHAREHOLDERS' EQUITY, PARTICIFANTS'
FUND ARD UAILITIES
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Consolidated statement of income (Expressed in Bahraini Dinars)

Takaful International Company B.S.C.
STATEMENT® OF PROFIT OR LOSS
For the years ended 31 December 2017, 2016, 2015, 2014 and 2013
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Consolidated statement of changes in participants’ fund
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Consolidated statement of cash flows

Takaful International Company B.S.C.
STATEMENT® OF CASH FLOWS
For the years ended 31 December 2017, 2016, 2015, 2014 and 2013

a Nt Mot 2
Autred Axctied Avcted Auied Avited
Yasranded Yoaracosd Vesrended Yamronded Yeoresded

2017 2016 2018 014 2013
o 0 a0 80 [+]
OPERATING ACTIVITIES
Nort profit Jess) for 1he yoar 27 400281 mamnn (343,799 s
(Dot} marples om paricipants’ aparations (335, 17%) wram (Lo a2 5 098
AZjssirzents for
Ivaasinen! incorms (316,968) (282,744) (5821809 (338 ,387) {303 569)
iepaiment icss on malable-foc-sale lavesiments N 470388 142 Me 51,302 20285
Gales on dsposal of property and egQuipment . |5.28)) {32.004) . om
Depracivien M 0978 e 28T 300 906
Shars of lsases of equtty pocsuried il vartum - - - 20,057 L Lo
(Dulos) ioases 00 saie of vellabin-for-ste nvesiments {50.88T) (65,165} 83,607 8732 »MNan
Provisien for mpelmeent of goneeal takalsl baknces receivalie 220612 78,063} 1.820% 120.000 -
Wit ofs for ganenal lakaksd ond rotaicald Dalances receivaiio - o 1002473 > -
n 380,558 {190,023 1,288 208 £4.355 2
L " 6,589 204 205 (5T 18,908) 31881
Norvemant in femlly Lheds fechnicsd msctve W06.451 171284 5,540 (@7.307) 11127204
Operateg posfit Sefore changes 0 operaing atsets and labitdes 890,358 1208714 2EB N0 1,04550% oraves
Changas in opevaling asse’s and Labiides.
Tabadsl and seiakcalal ecatvaties (1,000,883) (791,253 20004 (244 ,489) (768,142}
Omer recetvables and pragapments 07373 (284,514} 25402 T57.087 (297.245)
Ratakofs shase of sustandig claims 1607492 29,100 RMEI2  (2500,%40) (1,2354823)
Gises outstanding clokos BELAET) (1,110,284} 6% 267800 1082%
RetakpAf 2rd takafis Galarce coyabies (387 402) 2.8 (1280 T44.553 1508,295)
Ofser balifries and providions (ae.7M) 404,077 (120,045) (7342601 187 828
Ergioyees’ laaving ety - nat 8517 2351 2130 8473 2508
Net caeh (ened in) hom operating acivies (L4087 2,060 52 1140,155 1027 {412,754)
INVESTING ACTMITIES
Ineestmont income roceved WA wraMm @ NaBT 303 558
Purchase of property and oquisment 2007 (308 (T45300) (79,344) (14,238
Procemds from sae of propecty a0d equipront @ 5263 137 482 - R
Purchass of svalstfe-for-seln iomesinenty 536813) {(1,136404) (A0432H1) (4447 N0)  (1.509.407)
Procaeds froom tha ank of asslebiodorgsle rvatmants 133240 1987974 1LB15068 4 006.6%0 i
Net eapandiine on costal wad. in-progress - - - ,%00) (34,569
veeimant In equity accoumied joitt verre - - - . (90,00
ek cash (esed In) oo inveating actwities 1909,270) W57 (1237 LA 434 900
FINANCING ACTIVITIES
Fiosnce covm pald . . {i5.487) . .
Dhvdds pald . . - {2.500) S
Increase In share capial of subsidary - Noa conbeling inteses! - 45000 - - -
Mt caahr from Seaacing sctiviing . €.000 (25 483) 1312.500¢ e
HET DECREASE) INCREASE IN CASH AND CASH BOUIVALERTS  (2872,117) 22708468 18470 oA 122,544
Cash and cash oquiwplents. tagincing of 1he yoer T.008,933 5237154 33883 J240. W45 3124001
CASH AND CASH EQUIVALENTS, END OF THE YEAR 653900  TAONID  AXINI54 3343807 324845
. —— ————— -

* 5t Dacomder 2017, 31 Docerber 2016 and 31 Dasember 2015 ore shown on 3 sonsalsaind Sao's,
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Notes to financial statements

Takaful International Company B.S.C.
NOTES TO THE SUMMARY FINANCIAL STATEMENTS

1 COMPARATIVE INFORMATION - RESTATEMENTS

(1) Until 31 December 2015, the Company used to equity sccount for the joistwemure and accordingly prepared the
fnancis statemenis on an unconsoidated basis. However, from 1 January 2018, management resssessed the conrol
and concluded thal it was appropriade 1o consalidale the anlity which was previcusly classified a2 & jcinl-veniure because
e Company's Investment in the equily-accounied joint-vanture meal (he definition of & subsidacy rather than 2 joint-
venture. The cansaidation was done relroapeciively snd the prior year numbers were restated in e foancisl slatements
for the year ended 31 December 2018, Tharefore the comparstive indormalion as 31 Decamber 2015 and 31
December 2014 included in the consolidaled statement of financial position and for the year ended 31 Decernber 2018
Included in the consclidated stalements of proft of loss, changes In shareholders’ squity and cash flows wers restaled in
he Snancia slalements for he yesr ended 31 Decamber 2096, The balsnces thal wers restsled have been delailed
beiow and therafore these balances do not comespond (0 the previously issusd sudited financial sistements of the
Company for those years, In addtion, the comparalive information included in the statements of profil or ks, changes in
shareholders' equily and cash flows for ™e yesr ended 31 Decamber 2014 have been presented in the summary
financial statements on @ weonsoldaled basis and were derived om the issusd sudited fnancial slalements of the
Company for the year ended 31 Dacember 2014,

The summarised aflocts of Ihe sbove changes are a5 follows:

37 December 2015 31 December 2014
T Y Prev
(Restated) raported) (Reststed) roported)
B0 8o 80 8o
Conscidaled staloment of finanics! positon
Slatulory depesil 125,000 125,000 125,000 125,000
Cosh and cash equivnlents 5,237,154 5170597 337283 3343807
Availabile-for-zale Investments 5114475 5.114475 5,130,432 5,130,432
Investment in squity-accounted joint venbure - 24003 - 21,088
Takolul and retakadd belances receivable B.191.292 5.191.202 10.848,515 10846515
Due from retakatsd companies
in cormaction with outstanding cisims 8691892 8691892 8926724 8,526,724
Deferred retakaful contribution 2,160,164 2,160,164 3741314 3,741,314
Deferred policy scquisiion costs 769,708 768,708 745,608 745 504
Due from retskafd companias in connection
with family takalul techrical reserves 1625308 1625588 1,454 661 1,454 651
Propecty and squipmeni 2,381,551 235153 1,977,087 1853711
Recsivable from takaful funds 33430 33430 707,078 707,078
Cthor receivables and prepaymants 163,881 182,285 188,808 174 542
Amounts doe from relaled partes 585 589 282 952
Total sssets 34464818 34400958 37274425 AT 221237
Gross cutstonding clainms 12848760 12348760 12.311.941 12311941
Unesmed conlribulions reserve 7629188 7.525,188 8222100 6222100
Uneamed retskakd commissions 343477 343477 730,956 733,058
Family takafd lechnical reserves 2.527 505 2527 505 2270828 2270828
Retakalul takstul and other payabiss 4,103,431 4,100,498 4,834,718 4834718
Other liakilties end provisions 1085185 1027552 1,189,131 1,151,502
Empiloyoes' tarminal bonofits 213317 200228 154,187 182,588
Payable to sharsholden 33439 33,438 707,078 YT o8
Totsl liabilies 209067313 29019853 30456837 30,420,807
Equy:
- Equity attributable 10 sharehoiders of the parent 5745454 5,746,454 8222233 6222233
« Non-controliing interosts 15902 - 14,058 -
Total equity 5,762,356 5745454 6.236,261 8222233
(Daficl) surplus in participants’ fund (385,153 (385,153 578,167 578,187
e TR Ay, NS St iy MABASIS  MA00954 274425 37221237
Nat impact on lotal assets 63,562 53,108
—_—=TT=r33

10
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Takaful International Company B.S.C.
NOTES TO THE SUMMARY FINANCIAL STATEMENTS

1 COMPARATIVE INFORMATION - RESTATEMENTS (continued)

31 Decombaor 2015

(Restafed) repaorted)
8D 8o

Consolidaled stafemen? of profit or loss
Total takafil revenue 14963850 141580090
Tolal takatsl expenses (11.176483) (11,176,483}
Surpius from 1akalul aperasons belors wakats lees 2977 807 2,977 407
Waka's fees B754171) (@A77
Deficit from takahs operalions after waksla fees (775,764) (776,754)
Wakals foss 3754071 3754471
Investment income 488,503 491,418
Manapamenl, genecsl and administrative expenses and depreciation (3535860)  (3,390,843)
Net acquisition cast (020,710) 929,710y
Impaiment loss on available-for-sale investmants (1.422,046) (1,422 046)
Other incoms 785,728 578,682
Net lozs and deficit for the yoar (1,506,878)  (1,608,722)

(0 In the francial statoments for the year ended 31 December 2017 certain pror yesr amounts were reclassifisd relaling
1o the year enced 31 December 2018, Such reclassifications did not aflect the previously reporied profit for the year
ended 31 December 2018, Untl 31 December 2016, the Group used fo dassify ancillary fee income as part of offwer
Icome. However, flom 1 January 2017, menagemen! has reclassiied anclfary fee income o gross comributions.
Management balievas ¥s provides @ more meaningful presentation and brings the Company in line with the Parent
Company, The reciassifcalion did no! result n any changes 10 previcusly reporied profit end retained eamings as
disclazed in the audited consolidated financial stalements of the Group for the year ended 31 December 2018,

The summarsed efects of the above change are as follows:

31 December 2016 31 Docomber 2016
Genarsl Taksfy Tolal
(Provicusly (Previously
repovisd) eported)
80 80 8o BOD
Consolidaled stalement of prol or joss

Gross conlibusions 20,290,466 19,087 866 2218677180 20,628,180
Retakaful share of gross contrbutions (8832,333) (5,239.023) (7,265669) (6,872, 359)
Net esrned commission incame 937,160 837,160 BM5.506 45503
Omher takalul income 8,740 846,000 14,250 653,540
Orher takaful expenses (410,045) {410.048) (425.751) (425,751)
149919685 14151935 15426083 15426083

Net impact on peofit - -

2 GENERAL INFORMATION

Tha registered office of the Group is Bulding 880, Road 2811, See! District 428, Kingdem of Eahrain. A request for
hardcopies can bo made by weiting o the ‘Compliance’ departmenrt of Ly downloading them from the websile
www takahuiwed com

3 BASIS OF PREPARATION

These summary fnanclal stalements have been prepaved by exdrscing he pemary stalements (which rcludes the
slalement of Snarclal position, statesnent of profit or loss, statement of changes in shareholders” aquily, stalament of
changes in participanis’ funds and stalement of cash fows) for e ysars ended 31 December 2013 lhvough fo and
inchudng 31 December 2017 from the underlying signed or restated financial slalemerss for these respaciive years.
Cartain classifications may have changed over the years. Mowever, these classification changes ame presenialianal only
#d have not had any impact on the previously reparted profit or loss.

1
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8.4. Financial statement highlights

Capitalization and indebtedness

The following table summarizes capitalization of the Company as of 31t December 2017. The Company does not have
any outstanding long term and/or shott term loans as of 315t December 2017.

Particulars 31-Dec-17 31-Dec-16
Capitalization

Statutory deposit 125,000 125,000
Cash and cash equivalents 5,534,986 7,608,103
Available for-sale-investments 5,604,387 4,686,569
Share capital 6,250,000 6,250,000
Reserves:

Statutory reserve 522,041 519,727
General reserve 200,000 200,000
Retained eamings/(Accumulated losses) (658,387) (679,213)
Investments fair value reserve 62,271 (43,751)
Equity attributable to shareholders of the parent 6,375,925 6,246,763
Non-controlling interests 100,817 70,586
Total equity 6,476,742 6,317,349

Balance Sheet Analysis

Composition of balance sheet, 31st December 2017

Total assets for Takaful increased from BHD 34,758,109 as of 315t December 2013 to BHD 34,814,596 as of 315t
December 2017, representing a CAGR of 0.032%. Total trade and other receivables comprised 32% of total assets as of
31st December 2017.

Composition of the balance sheet as of 315 December 2017, was as follows:

Other assets
3%

Due from retakaful companies in
connection with outstanding
claims
21%

Receivables
32%

Available for-sale-investments

1 0,
&% Property and equipment

6%
Deferred retakaful contribution
Cash and cash equivalents 6%

16%
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Total Contribution

25,000 -
20,256 20,796 22,158

20,000

15,000

10,000
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5,000

0

2012 2013 2014 2015 2016 2017

8.5. Operating results

The total contributions for the year ended 315 December 2017 amounted to BHD 19.6 million, a decline of 3% from
the total contributions underwritten during the year ended 315t December 2013.

The Net Earned contribution amounted to BHD 13.08 million for the year ended 315 December 2017, a 27% increase
as compared to 315t December 2013.

The Company registered total takaful revenue of BHD 14.1 million in 2017 as against BHD 10.6 million during 2013.

Income Breakup

16,000
14,000 1
12,000 1
10,000 1
8,000

in BHD

6,000
4,000 { [EIEAL

2,000 -

0 -

2012 2013 2014 2015 2016 2017

= Contributions retained = Investment income

The high incurred claim ratio in 2014 was on account of high drop in oil prices and delays in business and project
commencement in the country which led to dramatic increase in claims ratio, leading to an operational loss of BHD
859,271.

The company had also written down some of its strategic investments resulting in loss of shareholdet’s value to the tune
of BHD 843,703 in 2014.

The Company has made a rebound in 2015 and 2016 by lowering its incurred claim ratio to 77% and then 71%
respectively. However, in 2017 the Company has incurred a claim ratio of around 81%.
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The Company was also successful in lowering the overall management, general and administrative expenses for the year
2016 which amounted to BHD 3.18 million as compared to BHD 3.59 million in 2015. As of 315t December 2017 the
overall management, general and administrative expenses in 2017 amounts to BHD 3.14 million.

Gross contribution is the total business received by the Company during the year inclusive of the Retakaful issued (re-
insurance ceded). Underwriting profit is contributions remaining after losses have been paid and administrative expenses
(wakala) have been deducted. It does not include any investment income earned on held contributions.

Incurred claim ratio

100% -
90%

80% 81%

= 0%
60% -

50% -

40%

2012 2013 2014 2015 2016 2017

Investment Income

600 -
491

500

400
a 310
& 300 250
200

100

0

2012 2013 2014 2015 2016 2017

8.6. Liquidity and Capital Resources

The Capital of the Company comprises of no debt obligations.

8.7. Dividend Policy

The Company has no fixed dividend policy.
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The dividend is proposed by the Board of Directors. The proposed dividend only becomes payable once it has been
approved by the sharcholders’ in the Annual General Meeting and, accordingly, the proposed dividend has not been
accounted for in these financial statements.

The Company has paid dividends amounting to BHD 312,500 (i.e. 5 fils per share) during 2013. It has not paid any
dividends during 2014, 2015 or 2016. There is no dividend payable to shareholders for the year ended 315 December
2017.

8.8. Litigation
As at 31t December 2017, the Company is directly engaged in the following legal cases:

- Civil case No. 17148/2017/4909, which Takaful filed against a third patty for a total of BHD 210,000 related
to performance bond claim.

- Civil case No. 2136/2017/4835, which Takaful filed against a third party for a total of BHD 111,053 related to
performance bond claim.

- Civil case No. 2010/9876, which Takaful filed against a third party for a total of BHD 143,786 representing
subrogation amount to be recovered.

All the above cases were filed by the Company and have arisen in the normal course of business of the Company.

The legal advisor confirmed that to the best of their knowledge as attorneys representing the Company before the
Courts of Law in the Kingdom of Bahrain, that there are no major litigation filed by a third party except for other
than those in the normal course of the business of the Company and which has a material impact on the current
and future liability of the Company
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9. The Offering

9.1. Introduction
Applicants must carefully read this Rights Issue Circular and the terms and conditions appended to the Application
Form prior to submitting a completed Application Form and Subscription Amount to the Receiving Bank. A signed
Application Form submitted to the Receiving Bank will represent a legally binding agreement between the Issuer and the
applicant upon acceptance of that Application Form. The Ordinary Shares being offered through this Rights Issue
Circular are new Ordinary Shares of the Company.

These new Ordinary Shares will rank pari- passu with existing Ordinary Shares of the Company’s Issued and Paid-up
Share Capital. Applicants may obtain both the Rights Issue Circular and the Application Form from the office of the
Issuer, Issue Registrar and the designated branches of the Receiving Bank. The Shares offered through this Circular are
available to existing Sharcholders as of the Record Date for subscription under Rights Offering to existing Shareholders.
The number of Ordinary Shares Issued and Paid-up prior to this Offer is 62,500,000 Ordinary Shares each at a Nominal
Value of BHD 0.100 each.

9.2. Equity Offering
Through this Rights Issue Circular the Company is offering up to 22,500,000 new Ordinary Shares having Nominal
Value of BHD 0.100 per share and having an Offer Price of BHD 0.100 per share. Upon full subscription under this

Offering, the Issued and Paid up Share Capital of the Company will be 85,000,000 Ordinary Shares each at a Nominal
Value of BHD 0.100 per Share amounting to BHD 8,500,000.

Existing Shareholders as on the Record Date through this Offering are entitled to subscribe for 22,500,000 Ordinary
Shares. Pursuant to Article 129 of the Bahrain Commercial Companies Law, the existing shareholders of the Company
as on the Record Date have a right to subscribe for more Ordinary Shares than they are entitled to by completing
relevant section of the Application Form.

In the event the Ordinary Shares offered through this Offering are not fully subscribed, the major sharcholder of the
Company i.e. BKIC has expressed its non-binding support to subscribe for the remaining unsubscribed Ordinary Shates
up to maximum of BHD 2,250,000 at the Offer Price.

9.3. Entitlement to this Offering

This Offer is open to all Shareholders registered in the Company’s Ordinary Share Register at the Record Date. Each
Shareholder shall be entitled to purchase 36 Ordinary Share for 100 Ordinary Shares held as at the Record Date.
Shareholders may however make an application for the Ordinary Shares in excess of or lower than their entitlement.
Fractional Ordinary Shares will not be issued. However, the rights of Shareholders who hold Ordinary Shares other
than in multiples of 100 will be rounded to the nearest integer, provided that (i) the total number of Ordinary Shares so
allotted to each Shareholder shall not exceed the number of Ordinary Shates for which the application was made by
such Shareholder and (ii) the total number of Ordinary Shares so allotted shall not exceed the number of Ordinary
Shares available for subscription.

9.4. Subscription Restriction and Renunciation Rights

The Ordinary Shares will be registered and indivisible. The Shareholders entitled to participate in this Offering may
accept all or a part of their entitlement. Their right to the Ordinary Shares being offered through this Rights Issue
Circular is renounceable, which enables the Sharecholders who do not wish to take up some or all of the Ordinary
Shares being offered through this Rights Offering Circular to renounce those Ordinary Shares in favor of others. Such
renunciation shall however be made during the Subscription Period only.

9.5. Record Date

Only those Shareholders whose name appears in the Company’s Ordinary Share Register on the Record Date, being
26% April 2018, shall be entitled to patticipate in this Offering.
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9.6. Subscription Period
The Subscription Period commences on the Opening Date and closes at the Closing Date. Applicants may make an

application for Ordinary Shares under this Offering during the Subscription Period at the designated branches of the
Receiving Bank.

9.7. Offer Price

The Offer Price for the Ordinary Shares offered through this Offering is BHD 0.100 each, representing no
share premium over the Nominal Value. The Offer Price is net of any bank or related charges. All charges such as
wire transfer charges, subscription application processing fees, collection charges, foreign currency conversion charges,
managers cheque charges, special clearing charges and any other charges shall be borne by the applicant.

9.8. Listing and Share Performance
The Company’s Ordinary Shares are listed on the Bahrain Bourse since April 2000. The graph below shows the
share price performance of the Company on the Bahrain Bourse in the last 7 years:

0400 5

0300

0200 4

0100 L

0.000

(inBHD)

The Company’s Relative Performance on the Bahrain Bourse
Price per Ordinary Share on the Bahrain Boutse as of 23 April 2018: BHD 0.085;

The summary of high and low price is summarized in the table below:

Period High Price Low Price
Year to date 2018* BHD 0.100 BHD 0.085
Financial Year 2017 BHD 0.100 BHD 0.100
Financial Year 2016 BHD 0.100 BHD 0.100
Financial Year 2015 BHD 0.145 BHD 0.084
Financial Year 2014 BHD 0.290 BHD 0.145
Financial Year 2013 BHD 0.290 BHD 0.290
Financial Year 2012 BHD 0.290 BHD 0.290

Note: * The data for Year to date 2018 is from 01¢t Jan 2018 till 234 April 2018
Source: Bahrain Bourse

The price of Ordinary share of Takaful has remained constant in the past two years. The share price of Takaful has

57



TAKAFUL INTERNATIONAL RIGHTS ISSUE CIRCULAR April 23, 2018

dipped in April 2018. Takaful’s share price performance on the Bahrain Bourse is as follows.

Price per Ordinaty share on the Bahrain Bourse (as of 23 April 2018): BHD 0.085

The summary of high and low price is summarized in the table below (all prices expressed in BHD):

Period High Price Low Price Closing Price for

the first trading
day

Last 7 months

Month of April 2018** 0.085 0.085 0.085

Month of March 2018 0.100 0.100 0.100

Month of February 2018 0.100 0.100 0.100

Month of January 2018 0.100 0.100 0.100

Month of December 2017 0.100 0.100 0.100

Month of November 2017 0.100 0.100 0.100

Month of October 2017 0.100 0.100 0.100

Period High Price Low Price

Last 5 quarters

Q1 of 2018 0.100 0.100

Q4 of 2017 0.100 0.100

Q3 of 2017 0.100 0.100

Q2 of 2017 0.100 0.100

Q1 of 2017 0.100 0.100

Last 3 Financial Years

Year Ended 31 Dec 2017 0.100 0.100
Year Ended 31 Dec 2016 0.100 0.100
Year Ended 31 Dec 2015 0.145 0.084

Note: **The data for the “Month of April 2018” are till 234 April 2018.

9.9. Application Form

Application to subscribe for the Ordinary Shares will only be accepted if made in the prescribed Application Form.
Copies of the Rights Issue Circular and the Application Form are available at the Issuer, the Issue Registrar and the
designated branches of the Receiving Bank.

9.10. Issue Manager

Grant Thornton has been appointed as the Issue Manager for this Offering. The Issue Manager has assisted the
Company in preparing this Rights Issue Circular and the Application Form, facilitated in obtaining regulatory
approvals, coordinated the subscription functions and managed the tasks and contributions of other parties involved in
this Offering.

9.11. Legal Advisor

Rashid A. Rahman has been appointed as the Legal Advisor who has reviewed this Offering Circular to ensure
compliance with the applicable laws and regulations in the Kingdom of Bahrain.
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9.12.Issue Registrar

In connection with this Offer, the Company has entered into an Issue Registrar agreement with Bahrain Clear to act as
the Issue Registrar. The Issue Registrar is mandated by the Company to manage the allotment process and refund
process and update the Shareholders’ Ordinary Share Register post this Offering.

9.13. Expenses and Costs

Out of the total proceeds of this Offering, the Company will pay fees, expenses and costs associated with the Offering.
These include, among others Issue Manager’s fees, Issue Registrat’s fees, legal fees relating to the Offering, registration
costs, printing and other advertisement expenses, and any other incidental expenses associated with the Offering. Such
expenses are not expected to exceed approximately 2% of the gross proceeds from this Offering.

9.14. Dilution of Shareholders’ Interest consequent to this Offering

In the event, Existing Sharcholders as on the Record Date, who are entitled to subscribe to Ordinary Shares through
this Offering, do not subscribe to their entitlement, either in full or in part, the equity stake of such Shareholders will
be diluted. As 36 ordinary shares are being offered for every 100 ordinary shares, the maximum dilution in the event
that a shareholder does not subsctibe to this offer is 30%.
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10. BKIC commitment and potential dilution

The letter dated, April 12, 2018 by Mr. Murad Ali Murad, Chairman, Bahrain Kuwait Insurance Co. B.S.C,, to the

Mr. Jamal Al Hazeem, Chairman, Takaful International Co. B.S.C, states that the Board of Directors of BKIC confirm
to undertake fully for the upcoming capital increase of TIC, should other shareholders forego their preemptive rights or
abstain from subscribing in the Rights Issue.

The table below provides the current shareholding of BKIC.

Particulars Number of Shares Shareholding (in %
BKIC 43,160,787 69.06%
Other 19,339,213 30.94%
Total 62,500,000 100.00%

In case all the Shareholders participate in this Offering and subscribe to the full extent of their respective entitlement
under this Offering, the shareholding percentage of each shareholders in Takaful would remain unchanged compared to
their shareholding percentage immediately prior to this Offering. In case any shareholder(s) forego their entitlement
under this Offering or abstains from subscribing to this Rights Offering, their shareholding percentage in Takaful would
reduce compared to their shareholding percentage immediately prior to the Offering.

The Table below shows the minimum and maximum scenarios for the shareholding of BKIC post this Rights Offering.
The minimum scenario would occur if all the Shareholders including BKIC subscribe to the Ordinary Shares being
offered under this Rights Offering to the full extent of their respective entitlements. The maximum shareholding
scenario for BKIC would occur if all the other Shareholders except for BKIC forego their respective entitlements to
subscribe to this Offering and BKIC subscribes to the entire 22,500,000 Ordinary Shares under this Rights Offering.

Minimum

Maximum
Particulars Number of Shares Shareholding (in %) Number of Shares Shareholding (in %)
BKIC 58,698,670 69.06% 65,660,787 77.25%
Other 26,301,330 30.94% 19,339,213 22.75%
Total 85,000,000 100.00% 85,000,000 100.00%
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11. Investment Considerations and Risk Factors

Before making an investment decision regarding the Ordinary Shares, an Applicant should carefully consider the specific
risk factors set out beneath, in addition to the additional information enclosed in this Rights Issue Circular. Such risks
are not the merely ones confronted by the Company. Additional risks and uncertainties that are not presently known to
the Issuer, or that the Company currently believes are immaterial, may also damage its business operations. Takaful’s
business, financial condition, results of procedures or the value of its investment could be materially adversely affected
by any of these risks. In such case, the price of Ordinary Shares may decline and applicants may lose part or all of their
investments.

The following list is intended as a summary of certain principal investment considerations and risk factors associated
with this investment, but are only illustrative and not exhaustive and must be supplemented by the Applicant’s own
analysis of, among other things, such applicants’ personal or corporate financial circumstances.

11.1. Inability to raise the required Equity through the Rights Offering
In the event the Ordinary Shares offered through this Offering are not fully subscribed, the major shareholders of the
Company, i.e. BKIC, have expressed their non-binding support to subscribe for the remaining unsubscribed Ordinary
Shares of up to maximum of BHD 2.25 million at Offer Price.

11.2. Investment return risk
There is no assurance that the Company will be able to generate returns for Shareholders or that the returns will
commensurate with the risks of investing in the Company or the nature of the transactions described herein. It is
possible that the price of the Ordinary Shares decline and Applicants could lose a portion or all of the capital they
invested.

11.3. Competition Risk
The market in which the Company functions is highly competitive. Presently, there are many competitors in Bahrain.
Operations of the Company, its subsidiaries and associates may be affected by competition.

11.4. Economic Conditions
Changes in the market, business and economic conditions, including, for example, profit rates, foreign exchange rates,
oil prices, inflation rates, industry conditions, competition, technological development, tax laws and immeasurable other
factors, can affect substantially and adversely the Company’s performance.

11.5. Political, economic and regulatory considerations
The value of the Company’s assets and its business may be affected by uncertainties such as social, political and
economic uncertainties, changes in policies, taxation and other developments in the laws and regulations of Bahrain.
Accordingly, changes in regulations imposed by the Bahrain Government, the Central Bank of Bahrain or any other
authorities under whose jurisdictions the Company is operating could materially affect the returns made by the
Company.

11.6. Risk relating to inactive or illiquid market for the Ordinary Shares
The Company’s Ordinary Shares will be subject to public demand and supply, which could materially affect the share
price of the Company. Although the Ordinary Shares are listed on the Bahrain Bourse, there is no guarantee that active
trading in the Ordinary Shares will continue. If no active trading in the Ordinary Shares continues after the Offering,
there could be a material adverse effect on the liquidity and market price of the shares.

11.7. Operational Risks
Operational risks is the risk of direct or indirect loss resulting from inadequate or failed processes, technology or human
performance, or external events. Its impact can be in the form of a financial loss, loss of reputation or loss of
competitive position.
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11.8.Risks relating to loss of key personnel
The Company’s success will depend, in part, on the continued service of its key executives and employees and its ability
to continue to attract, retain and motivate qualified personnel. If one or more of the Company’s key personnel are
unable or unwilling to continue in their present positions, or if they joined a competitor or formed a competing
company, the Company may not be able to replace them easily or quickly and its business may in consequence be
significantly disrupted with adverse effect on its financial condition and results.

11.9.Shareholder payments
The determination to pay dividends on Ordinary Shares, on an on-going basis, and the amount thereof, will depend
among other things, on the Company’s earnings, profit retention for meeting Capital Adequacy and other regulatory
ratios, funding requirements for the business growth, future growth of the Company, applicable requirements on the
payment of dividends under Bahrain law and such other factors as the Board of Directors and the Company’s
Shareholders may deem relevant. There can be no assurance that the Company will pay dividends in the future.

11.10. Taxation
As on date of this Rights Issue Circular, corporate and personal income taxes are not levied in Bahrain on any person
receiving or paying profit or dividend, whether resident or otherwise. However, the Company has not taken into
consideration the impact of any future laws in Bahrain.

The foregoing does not purport to be a complete explanation and summary of all the risk factors involved in investing in
the Company. It is strongly recommended that all potential investors seek independent advice from their own
professional advisors.
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12. Application Procedures

12.1. Application Forms

Application Forms can be obtained from the Issuer, the Issue Registrar or the designated branches of the Receiving
Bank. Application Forms should be completed in full in Arabic or in English and in accordance with instructions
contained therein. Each Applicant is required to submit the Application Form before the Closing Date accompanied by
relevant copies of documents stated below along with their originals (for verification purposes only) or certified true
copies. The Receiving Bank has the right to request and verify the validity of copies of the identification documents.

Application Form should be signed by the Applicant. In the case the Applicant is a minor, the legal guardian must sign
the Application Form on behalf of the minor. Applicants are required to provide the ‘Investor Number’ in the
Application Form.

For Applicants who have an Investor Number and a Securities Account with the Bahrain Bourse, documentary evidence
should be included of those details. Copies or Printout are permissible.

For Applicants who DO NOT have an Investor Number and/or DO NOT have a Securities Account with Bahrain
Bourse, the ORIGINAL share certificate(s) must be submitted.

Applicants experiencing difficulties producing the documents could contact the Bahrain Bourse for assistance.
Application by individuals:

Shareholders who are individuals over the age of 21 are eligible to subscribe to the Ordinary Shares offered through this
Offering. Applicants under the age of 21 should make their application through their legal guardian.

Applicants must present the originals and submit copies of the following:

e Valid Passport of Applicant and/ot Sharcholder
e  valid national identification card or personal identification card, and

e  Valid Identification Card or any equivalent of the legal guardian signing on behalf of the minor.

Applicants must pay funds totalling an amount equivalent to the number of Ordinary Shares applied for multiplied by
the Offer Price of BD 0.100 each. If the individual has an account with the Bahrain Bourse the individual shall specify
the Investor Number in the relevant section of the Application Form.

Application by institutions:

Institutional Applicants must present and submit copies of the following:

e Valid Commercial Registration or Certificate of Incorporation,

e Resolution of the Board of Directors or equivalent authority of the institution approving the investment in the
Offering (copy only),

e Valid national identification card of the person(s) signing on behalf of the institution,

e Valid passport of the person(s) signing on behalf of the institution

e A copy of the authorised sighatory book of the institution validating the signature of the person(s) signing on behalf of the
institution,

Applicants must pay funds in an amount equivalent to the number of Ordinary Shares applied for multiplied by the
Offer Price of BD 0.100 each. If the institution has an account with the Bahrain Bourse the institution shall specify the
Investor Number in the relevant section of the Application Form.

12.2. Receiving Bank
Bahrain Islamic Bank B.S.C. is acting as the Receiving Bank in Bahrain whose designated branches will receive the
completed Application Forms, identification documents and the Subscription Amounts from applicants. The designated
branches of the Receiving Bank are as follows:

Diplomatic Area Branch
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Diplomatic Area, Building 722, Road 1708, Block 317, Bahrain. Tel: +973 17 51 51 51

Riffa Branch

Building 10, Abu Shahin Avenue, Block 921, Bukowarah, Riffa, Bahrain. Tel: +973 17 51 51 51

Budaiya Branch

Building 423, Road 7317, Abu Sayba 473 Northern Governorate, Bahrain. Tel: 973 17 51 51 51

Arad Branch
Commercial Building 1294, Road 4037, Arad 0240, Muharraq Governorate, Bahrain. Tel: +973 17 51 51 51

12.3.Mode of Payment
Applicants to the Offering should submit to the Receiving Bank a duly signed and completed Application Form together
with the amount of subscription. The subscription currency is Bahraini Dinars. All payments should be made to the
order of “Takaful International Co”.

Subscription funds shall be remitted to the designated bank account with the Receiving Bank in one of the following
modes:

+ By wire transfer in BHD from an account maintained with a bank other than the Receiving Bank,
* By transferring BHD from an account with the Receiving Bank,
* By Manager’s Cheque in BHD.

No other modes of payment shall be accepted.
Applicants are responsible for ensuring that the Subscription Amounts are remitted to the designated account with the
Receiving Bank on or before the Closing Date. Applicants transferring money into the designated account should

present a copy of the wire transfer order along with the Application Form.

The transfer details are as follows:

Bank: Bahrain Islamic Bank
Swift Code: BIBBBHBM
Account Name: TAKAFUL INTERNATIONAL CO
IBAN No: BH18BIBB00100000218747
Account No: 100000218747
Currency: BHD
Name of the applicant: [Applicant Name]
[Shateholder Number]
[Investor Number]

All transfers shall be net of any bank charges. All such charges, such as wire transfers charge, manager cheque charges,
subscription application processing fees, collector charges, foreign currency conversion charges, and special clearing
charges shall be borne by the Applicant.

Applicants will receive a receipt of acknowledgement from the Receiving Bank on submission of their Application
Form. No profit shall accrue or be payable to Applicants in respect of Subscription Amounts collected by the Receiving
Bank regardless of whether such amounts are returned to the Applicant in whole or in part.

12.4. Rejection of Application
Application Forms made to subscribe for Ordinary Shares may be rejected in whole or in part at the sole discretion of
the Issuer and the following factors may or may not be taken into account in making this decision:

+  The Applicant was found to be ineligible to subscribe for the Ordinary Shares offered pursuant to this Rights
Issue Circular; or
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*  Whether the Subscription Amount have been paid in full before the Closing Date; or

*  Whether the Application Form is incomplete or inaccurate as to any detail or the required documents are not
attached to the Application Form or are not provided within requested timeframes; or

*  Where duplicate or multiple applications are made by a single Applicant, the Issuer at its sole discretion shall
accept one of the Application Forms received or may reject all the Application Forms received.

+  Applicants will be informed of any rejected applications on the Distribution of Refunds Date by the Issue
Registrar.

12.5.Date of Allotment of Shares

Takaful will complete the allotment of the ordinary shares offered pursuant to this Offering on the Allotment Date
which will be within 6 calendar days following the Closing date.

Ordinary shares offered pursuant to this Offering will be allocated to the Sharcholders exercising their rights in full or
any lesser number of ordinary shares. The remaining Ordinary Shares, if any, will be allotted to Applicants who have
applied for Ordinary Shares in excess of their original entitlement.

In the event the Ordinary Shares offered through this Offering are not fully subscribed, the major Shareholders of the
Company, i.e. BKIC have expressed their non-binding support to subscribe for the remaining unsubscribed Ordinary
Share up to a maximum of BHD 2,250,000 at Offer Price.

12.6. Distribution and Refunds

By the Allotment Date, an amount equal to the Offer Price multiplied by the number of Shares for all Applications
Forms that were received shall be transferred to the Issuer bank account, whether such Application Forms were
accepted ot not.

On the Distribution Date, the Applicants shall collect their Allotment Notice and the refund payments, if any, from the
Main Branch of the Receiving Bank. Such refunds shall be for the excess Subscription Amounts paid by the Applicant(s)
in respect of Ordinary Shares they applied for and were not allotted. The refunds shall be made in Bahraini Dinar only.
All refunds distributed by the Receiving Bank will be made after deduction of bank charges and other similar deductions
and will not include profit accrued on such funds, if any.

Receipt of the Allotment Notice is proof that the allotted Otdinary Shares have been deposited into his / her / their
account with Bahrain Clear. The Allotment Notice must not be used to sell the allotted Ordinary Share of the Company
before listing on the Bahrain Bourse.

The refunds of the excess subscription money and dispatch securities will take place within a maximum of 9 calendar
days of the date of allotment.

12.7. Acknowledgements
By completing and delivering the Application Form, the Applicant understands and agrees as follows:

*  The Applicant has carefully read and understood this Rights Issue Circular and shall be deemed to have the
knowledge and understanding of all information there in;

*  The Applicant is not relying on any information or representation in relation to this Rights Issue Circular or
otherwise in relation to the Company other than the information and representation contained in this Rights
Issue Circular;

+  Any acceptance of the application of the Applicant shall not mean that the Applicant is a customer of the
Company or the advisors or any other parties involved in this Offering for any purpose;

+  The Company makes no representation as to the price of the Ordinary shares or profitability or as to the
suitability of the Ordinary shares for the Applicant;

*  The Applicant understands and agrees that this Rights Issue Circular is not intended to provide investment, tax,
legal, or accounting advice;

*  The Applicant confirms that he has reviewed the Rights Issue Circular and the subject investment, with such
financial, business, legal and tax advisors as deemed appropriate, and has determined that the subject
investment is suitable in light of the Applicant’s financial condition and risk preference; and

+  The transfers of the Ordinary shares may be made only to the extent permitted by Memorandum and Articles
of Association of the Company and subject to obtain all requisite approvals.
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12.8. Acceptance of Applications
By applying for this Offering, the Applicant hereby understands and agrees for the following:

+  The Application Form represents an irrevocable offer to subscribe for the number of Ordinary Shares entered
on it by the Applicant. The subscription for Ordinary Shares made in the Application Form, if accepted, will
constitute a binding agreement between the Applicant and the Company concerning the subject matter of the
Terms and Conditions in this Rights Issue Circular and the Memorandum and Articles of the Company;

*  The Issuer reserves the right to reject in whole or part, or to scale down or limit, any application. All
Subscription Amounts paid by an Applicant must be paid in cleared funds prior to the end of the Subscription
Period. The Issuer may treat applications as a valid and obligatory even if not made in all respects in
accordance with the prescribed instructions and this Rights Issue Circular;

+ In order for the Issuer to agree to process the application, the Application Form once submitted cannot be
subsequently amended or revoked;

*  The Applicant is solely liable and responsible for the payment of any stamp duties, transfer and other similar
taxes, fees or charges, if any, imposed in connection with the purchase or transfer of the Ordinary Shares;

*  The Applicant understands and agrees that the Issue Registrar, on behalf of the Company, will acknowledge
and confirm the purchase of the Ordinary Shares.

12.9. Capacity and compliance with laws
The Applicant declares, represents and warrants that the Applicant has the legal capacity and authority and is permitted
by any applicable law to execute and deliver the Application Form. Where the Application Form is signed on behalf of
another person (corporate ot natural), the Applicant’s signatory declares, represents and warrants that he/she has full
authority and capacity to do so on behalf of such person or corporation, and that such person or corporation is also
bound accordingly and will be deemed also to have given the confirmations, warranties, undertakings and authorities
contained herein and undertake to enclose the applicant’s power of attorney or appropriate authority and provide a copy
thereof duly certified by a legal firm licensed in Bahrain or the Company with the Application Form.

12.10. Continuing Obligations
Applicant will repeat these undertakings, representations and warranties to the Issuer, the Receiving Bank, the Issue
Registrar, the Issue Manager and the Advisors on such future occasions as the Issuer and / ot the Receiving Bank and /
ot the Issue Registrar and / or the Issue Manager and / ot the Advisors may request and will provide on request such
certificates, documents and other evidence as the Issuer and / or the Receiving Bank and / or the Issue Registrar and /
or the Advisors may reasonably require to substantiate any information, undertakings, representations and warranties.

The Applicant will notify the Issuer immediately if the Applicant becomes aware that any of the information,
undertakings, representations and warranties provided by the Applicant is no longer accurate, true or complete in any
respect.

In the event that any of the information, representations, warranties or undertakings provided by the Applicant in the
Application Form or otherwise in connection with the transaction(s) completed thereby was, is or becomes incomplete
or untrue, the issuer at its absolute, entire and sole discretion may deem that the transaction(s) is void and require a
retroactive redemption of all or part of the application’s Ordinary shares at the Offer Price, without prejudice to any of
the Issuer’s rights and remedies available under contract, law or otherwise.

12.11. Anti-Money Laundering

The Applicant agrees and consents to the Company, the Receiving Bank and/or the Issue Registrar disclosing any
information about the Applicant to the Company’s advisors and/or to the relevant regulatory authorities.

The Applicant agrees and understands that due to anti-money laundering requirements applicable within their respective
jutisdictions, the Issuer and / ot the Receiving Bank and / or the Issue Registrar may require further identification of
the Applicant(s) and source of funds or other information before applications for the Shares can be processed and the
Applicant holds the Issuet, the Receiving Bank and/or the Issue Registrar to this Offering harmless and indemnified
against any loss arising from the failure to process the Applicant’s application for the Ordinary Shares, if such
information as was required from the Applicant has not been provided within the allotted time to the satisfaction of the
party requesting such information.

The Applicant agrees and understands that any funds to be returned may be retained pending clearance of the
Applicant’s remittance and the completion of any verification of identity and / or source of funds requited by the Issuer
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and / or the Receiving Bank and / or the Issue Registrat to this Offering or as may be required by the relevant
authorities.

12.12. Indemnity
The Applicant indemnifies and holds harmless the Issuer, the Issue Manager, the Receiving Bank, the Issue Registrar
(and their affiliates and Directors; officers and employees), against any and all losses, liabilities, claims, damages and
expenses whatsoever and howsoever arising (including, but not limited to, any and all expenses including attorneys’ fees)
in investigating, preparing or defending against any legal procedures commenced or threatened based on:

e Any incomplete or false information, representation or warranty or other breach or default by the Applicant; or
e Any fraud or gross negligence by the Applicant; or

e Any judgement against the Applicant or investigation or other action for violation of any applicable securities
law as may be commenced against the Applicant; or
e The Applicant’s failure to provide source of funds information.

12.13. Multiple Applications
The Applicant represents and warrants that only one Application Form in relation to the Offering to be submitted by
the applicant, or as appropriate, was submitted on the Applicant’s behalf. The Issuer shall have the right to reject all
Applications of any applicant in the event of duplicate or multiple applications. The Issuer will however accept duplicate
or multiple applications in cases where there have been multiple applications on account of renunciation.
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13. Additional Information

13.1. Share Capital
As at the last practicable date, the Company has an authorised capital of 200,000,000 shares of Nominal Value of BHD
0.100 per share amounting to BHD 20,000,000. The Issued and Paid up Capital of the Company as at 315t December
2017 was 62,500,000 Ordinary Shares of a Nominal Value of BHD 0.100 per share, amounting to BHD 6,250,000. The
Issued and Paid up share capital of the Company has not changed during the last three years.

The shareholders of the Company, in the EGM held on 215t March 2018, approved an increase in share capital of
22,500,000 Ordinary Shares with a Nominal Value of BHD 0.100, amounting to BHD 2,250,000.

13.2. Ordinary Shares

The Ordinary Shares shall be nominal shares and may not be issued at less than their Nominal Value. A share shall be
indivisible. If several persons hold a single share, they shall designate one person to act on their behalf in exercising the
rights connected with the same. In such case, they shall be jointly responsible for the obligations resulting from the share
ownership. The transfer of Ordinary Shares shall comply with the Memorandum and Articles of Association of the
Company.

13.3.Shareholders’ Rights

Each Ordinary Share shall give its holder equal rights in the Company’s assets and dividends as well as the right to attend
and vote at meetings of the General Assembly.

13.4.Shareholders’ Assemblies

In accordance with the Bahrain Commercial Companies Law, a general assembly duly convened shall be deemed to be
representative of all the Sharecholders. Meetings of the General Assembly may be by way of ordinaty or extraordinary
meetings. The AGM must be held at least once a year during the six months following the end of the financial year.
Other ordinary assemblies may be convened as and when essential. With exception for matters reserved for the EGM,
the Ordinary General Meetings (OGM) shall handle all matters relating, but not limited, to:

+  the election or termination of Board members, including determining the number of members;

*  the determination of the Board members’ remuneration;

+  the approval of the Board of Directors report about the Company’s business activities or financial position for
the preceding year;

+  the appointment of one or more auditors for the next financial year, in addition to deciding upon the auditot’s
fees, or delegation of the Board of Directors the appointment of such auditor and the determination of such
auditor’s fees;

+ the discussion of the auditor’s report about the Company’s financial statements for the preceeding financial
year;

+  the approval of the profit and loss statement, balance sheet, distribution of net profit and the part of net profit
to be paid in respect of the Company’s shares. Resolutions at the OGM shall be issued by a simple majority of
the represented shares. In case of a tie, the Chairman will have the casting vote.

13.5. Extraordinary General Meetings
An EGM will not be valid unless attended by Shareholders representing at least two thirds of the Company’s share
capital. If such quorum is not reached a second meeting will be held within 15 days from the date of the first meeting.
The second meeting will be valid if attended by Shareholders representing more than one third of the Company’s share
capital. If Such quorum is not reached, a third meeting will be held in 15 days from the date of the second meeting and
will be valid if attended by Shareholders representing 25 per cent of the Company’s share capital. An EGM will be held
to decide upon the following:

+ amendment of the Company’s Memorandum and Articles of Association;

+ increase and decrease of the Company’s share capital;

+  the Company’s dissolution, changes in its status or mergers with another institution; and

+ achange to the Company’s registered office if outside the Kingdom of Bahrain or to its jurisdiction of
incorporation. Resolutions at the EGM shall be issued by two thirds of the represented Shares except for
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resolutions with regard to the increase or the decrease of share capital, the Company’s dissolution or merger
with another institution, in which case the resolution shall be passed by 75 per cent of the represented Shares in
the meeting.

13.6. Voting Rights
Each Shareholder holding one share shall have the right to attend the General Assembly. A Shareholder may delegate, by
way of a written proxy to another Sharcholder, other than a member of the Board of Directors, the right to attend the
general assembly on his / her behalf. The votes in the Ordinary General Meeting as well as the EGM shall be counted
on the basis of one vote for every share.

13.7. Transfers
The Articles of Association do not contain any restriction relating to the transfer of the Ordinary Shares.

13.8. Pre-emptive Rights
If an increase of the issued share capital involves the issue of shares, the Company’s existing Shareholders have priority
to subscribe for such shares for the same percentage of new Shares as the percentage of existing shares owned by such
Shareholder on the applicable Record Date of the issue. This pre-emptive right must be exercised by a Shareholder
within 15 days of the invitation to existing Shareholders being published in a daily local newspaper. If a Shareholder
requests more shares than their proportionate entitlement, they may receive additional new shares only after each
shareholder exercises its priority right and has received its proportional entitlement. Any shares remaining thereafter will
be privately placed in accordance with all applicable laws.

13.9. Winding up of the Company
All Ordinary Shares rank pari-passu as between themselves. In case of a liquidation of the Company, each Ordinary
Share shall give the applicable Shareholder the right to receive a proportionate part of the funds available (if any) from
the liquidation distribution (as determined in accordance with the Bahrain Companies Commercial Law). The
shareholders in an EGM may approve (with 75 per cent of the Shares represented in the meeting) the Company’s
dissolution. In addition, the Company may be dissolved for any of the following reasons:

+  expiry of the Company’s legal period of establishment;

+  the termination of the Company’s business activities;

+  termination by judgement of competent court in Bahrain; and

+  merger with another company where such other company is surviving company or destruction of substantially
or all of the Company’s share capital.

13.10.Redemption
Other than in the case of the Sharcholder that does not pay any installment when due in respect of their commitment
towards Ordinary Shares, the Ordinary Shares in the Company’s share capital are not subject to any mandatory
redemption provisions.

13.11. Directors
As per AoA and MoA of Takaful, no minimum shareholding is applicable for a directors’ qualification onto the board.

13.12. Material Contracts
The Company has entered into numerous contracts in the normal course of business.

13.13. Exchange Controls
There are no currency or exchange control restrictions currently in force under the laws of Bahrain and the free transfer
of currency into and out of the Kingdom of Bahrain is permitted, subject to anti-money laundering regulations and
international regulations in force from time to time.

13.14. T'axation
Except for certain taxes imposed on oil and gas companies and insurance against unemployment, Bahrain levies no taxes
on income, capital gains, sales, estates, dividends, royalties or fees. Furthermore, no withholding taxes exist.
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13.15. Dividends
The dividend policy of the Issuer is described in section 8.9 ‘Dividend Policy’ of this Rights Issue Circular. The
Company has no fixed dividend policy.

The Shares that are subject to offering will be treated at par and shall rank pari passu with all other Ordinary Shares of
the Company, including the right to receive future dividends when declared.

The Shareholders of newly offered shares are entitled, if declared, for pro-rata dividends from the date of allotment. The
determination to pay dividends, on an on-going basis, and the amount thereof, will depend upon, among other things,
the Company’s earnings, financial condition and cash requirements, applicable requirements on the payment of
dividends under Bahrain Law and the CBB rules and regulations and such other factors as the Board of Directors; and
the Company’s shareholders may deem relevant..

13.16. Subsidiary Information

Health 360 Ancillary Services W.L.L.:

Health 360 Ancillary Services W.L.L. is a limited liability company registered with the Ministry of Industry, Commerce
and Tourism in the Kingdom of Bahrain operates under commercial registration number 85004-1 obtained on 7% April
2013.

The company is regulated by the requirements of the Rulebook Volume 5 of the Central Bank of Bahrain (CBB) and is
engaged in providing insurance ancillary services.

The registered office of the Company is in Meral Building, 5th Floor Office 51, Building No: 2572, Road No: 2833,
Block No: 428, Seef District, Kingdom of Bahrain.

Below ate the audited financials for Health 360 Ancillary Services W.L.L. (2016):

Comprehensive income statement

Particulars Units 2014 2015 2016
Revenue BHD 117,480 179,013 252,814
Other Income BHD 29,293 30,913 16,269
Gross Profit BHD 146,773 209,926 269,083
Expenses

General and Administrative expenses BHD (200,638) (205,318) (262,858)
Net Profit BHD (53,865) 4,608 6,225
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Comprehensive statement of financial position

Particulars Units 2014 2015 2016
ASSETS

Non-current assets

Plant and equipment BHD 18,294 15,113 11,071
Intangible assets BHD 5,982 4,599 3,176
Advances paid towards investment in an associate BHD - - 120,000
Total non-current assets BHD 24,276 19,712 134,247
Current assets

Other receivables BHD 25,840 19,054 169,753
Cash and bank balance BHD 35,656 66,257 176,645
Total current assets BHD 61,496 85,311 346,398
TOTAL ASSETS BHD 85,772 105,023 480,645
EQUITY AND LIABILITIES

Equity

Share capital BHD 150,000 150,000 150,000
Funds introduced by the shareholders BHD - - 120,000
Statutory reserve BHD - 461 1,084
Accumulated losses BHD (114,854) (110,707) (105,105)
Total Equity BHD 35,146 39,754 165,979
Non-current liabilities

Non-current portion of deferred income BHD 3,638 5,864 3,040
Employees' terminal benefits BHD 1,500 4,091 7,770
Total non-current liabilities BHD 5,138 9,955 10,810
Current liabilities

Current portion of deferred income BHD 835 2,935 2,935
Other payables BHD 44,653 52,379 300,921
Total Current liabilities BHD 45,488 55,314 303,856
Total Liabilities BHD 50,626 65,269 314,666
TOTAL EQUITY AND LIABILTIES BHD 85,772 105,023 480,645
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Statement of cash flows

Particulars Units 2014 2015 2016
OPERATING ACTIVITIES

Net profit / (loss) for the year BHD (53,865) 4,608 6,225
Adjustments for:

Depreciation BHD 4,769 4,880 5,540
Amortisation of intangible assets BHD 985 1,383 1,463
Changes in operating assets and liabilities

Other receivables BHD (22,961) 6,786 (150,699)
Other payables BHD 35,068 7,726 248,542
Employees' terminal benefits, net BHD 1,188 2,591 3,679
Net cash provided by / (used in) operating activities BHD (34,816) 27,974 114,750
INVESTING ACTIVITIES

Purchase of plant and equipment BHD (2,160) (1,699) (1,498)
Purchase of intangible assets BHD (5,787) - (40)
Advances paid towards investment in an associate BHD - - (120,000)
Net cash used in investing activities BHD (7,947) (1,699) (121,538)
FINANCING ACTIVITIES

Net movement in deferred income BHD 1,958 4,326 (2,824)
Capital introduced by the shareholders BHD - - 120,000
Net cash provided by financing activities BHD 1,958 4,326 117,176
Net increase / (decrease) in cash and cash equivalents BHD (40,805) 30,601 110,388
Cash and cash equivalents, beginning of the year BHD 76,461 35,656 66,257
Cash and cash equivalents, end of the year BHD 35,656 66,257 176,645

13.17. Material Information
The current Chief Executive Officer of Takaful, Mr. Younis Al Sayed is due to retire on April 30, 2018. The current
General Manager, Mr. Essam Al Ansari will take over the role of Acting Chief Executive Officer of the Company,
effective May 01, 2018.
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14. Reasons for the Offering & Use of Proceeds

The proceeds from this Offering will be utilised for implementing the growth strategy of the Company and for
augmenting the capital base of the Company and improving regulatory ratios. As per CBB regulations, the Company is
required to enhance its capital base to meet required regulatory ratios, including the Company’s net available capital and
solvency margins.

The net cash inflow realized, after deducting the Rights Offering expenses, and other cash reserves available to the
Company will be employed to further improve and maintain the Company's capital adequacy in the future.

The need for capital increase was triggered by the requirements to maintain capital adequacy and solvency margin
according to the CBB guidelines and to enhance prudent retention capacity to increase underwriting profitability and
contribute to the growth of the Company. According to its’ business plan, the Company plans to stabilize its’ growth in
business operations during the next three years. To support the steady growth in operations, the Company started the
plan to increase its share capital from BHD 6,250,000 to BHD 8,500,000 through issuance of shares.

The aim of the share capital increase is to meet the above mentioned capital needs. The proceeds of the capital injection
would be used for the following:

e Enhance the performance and diversification of the investment portfolio to increase returns on Shareholders'
investment.

e Careful selection of investments would enhance the Company's capital adequacy, based on the assets valuation
according to CBB guidelines.

e  Retention of higher liquid assets base to support the growth in underwriting operations.

73



TAKAFUL INTERNATIONAL RIGHTS ISSUE CIRCULAR April 23, 2018

15. Economic and Industry Overview

15.1. GCC Economic Outlook
Key trends

*  The Motor and Health care lines of business remain the lowest profitable lines while Life, Fire and Engineering
maintain higher profitability.

*  Over the past few years in the GCC region, personal accident and health insurance have been the fastest
growing segments. The main drivers behind this growth is legislation, in particular compulsory insurance
requirements and population growth.

+  Throughout the GCC and MENA region outstanding demand for takaful products continues to grow as more
collaboration is achieved with the banking industry.

*  Bahrain’s distribution channels are still mainly dominated by brokers, followed by the now-increasing trend of
agents, both individual and corporate, particularly in the non-life business. Both factors continue to increase
the costs of sales and reducing the targeted profit margins on insurance products.

*  Bancassurance and e-commerce are slowly but gradually growing in importance as insurers are partnering with
banks to cross-sell life products as a security against loans and reduce costs.

15.2.Bahrain Economic Outlook

*  Bahrain’s GDP is expected to witness a stable growth in the next 5 years, 2016 — 2021 period, with a CAGR of
5.5% as compared to a CAGR of 4.2% witnessed from 2012 — 2016 period.

*  Inspite of the challenges faced by the economy on account of low oil prices and continuing fiscal consolidation
efforts by the Government through spending cuts, subsidy reforms and revenue enhancement measures, the
economy is expected to witness a nominal growth in GDP of around 5.5% over the next 5 year ending 2021.

*  While the economy is expected to remain dependent on hydrocarbons in near to medium term period, the
Bahrain’s economic vision of 2030 outlines the long-term economic strategy of increase in non-oil based
income and the need to improve productivity in the non-oil public and private sector.

*  The aim is to ensure that every Bahraini household has at least twice as much disposable income — in real terms
— by 2030 as compared to 2016.

*  The oil and gas sector, which includes petrochemical and hydrocarbon, will continue to contribute significantly
to the overall GDP of the economy over the years; albeit, less than other members of the Gulf Cooperation
Council (GCC) due to the country's more modest resetves and efforts to diversify the economy.

*  The manufacturing sector would continue to contribute around 14% of the overall share to the Gross Value
Added and expected to grow in line with the overall growth of the economy.

100% -
60% -
one%

(in %)

40% - 12.4% 12.7% 131% 13.7% 14.2% 14.4%
0% - 155% to9 tor
0% 15.7% 16.6% 19.1% 19.3% 19.3%
b -
2011 2012 2013 2014 2015 2016
= Oil & gas extrn = Financial Serv's Manufacturing = Government S. = Others
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15.3. Bahrain Insurance Sector

The insurance industry in Bahrain is projected to grow at an annual average of 7.3% from USD 0.74 billion in 2016 to
USD 1.05 billion in 2021, according to Alpen Capital.

Growth in life insurance is likely to be aided by an anticipated rise in population and that in non-life will be driven by
revenue diversification efforts, improving business activity and spending on healthcare. Further, a possible introduction
of mandatory health insurance, which is under consideration, will give a boost to the sector.

Mandatory third-party motor insurance and a high composition of expatriates who purchase health care insurance to
take care of the high healthcare cost validate the high composition of these business lines. Health care insurance is likely
to get a boost in anticipation of regulatory changes to make health insurance mandatory for expatriates.

Takaful has a strong base in Bahrain, with a share of 22% in the country’s total insurance Gross Written Premium
(GWP) in 2016. Its contribution is mainly high at over 30% each in health care and motor business lines. Insurance
premiums written by takaful providers grew at a CAGR of 6.6% in the five years to BHD 60.4 million (USD 164.4
million) ending 2016.

The country’s insurance industry is home to 36 insurance firms, of which 25 are locally incorporated including six takaful
providers and two each reinsurer and retakaful firms. Foreign insurance providers comprised eight conventional insurers
and three reinsurers. The competition is intense, but the market is not concentrated, unlike its other counterparts. The
top five players account for only 39.4% of the total GWP and no insurance provider has a market share of over 10%.

Opportunities

The insurance industry is likely to benefit from health care insurance once it has been made mandatory under law. While
the exact impact had not been made clear as statistics are not publicly available, the ultimate profitability may vary from
expectations as the cost of Healthcare consumption remains on the high level despite governmental efforts to regulate
the private health care service providers. The following key investments in Bahrain may drive long-term industry growth
include:

*  The government plans to invest estimated BHD 5.7 billion (USD 15 billion) to improve rail infrastructure,
expand the Saudi-Bahrain Causeway and expand the Bahrain International Airport under the Bahrain
Economic Vision 2030 plan.

*  The Ministry of Housing (MOH) is taking multiple steps to drive growth in the residential construction market.
These include ensuring mortgage availability to all income groups, introducing low-interest financing for low-
income groups and entering into several public-private partnerships (PPPs) to develop affordable housing.

+  The government plans to invest estimated BHD 2.3 billion (USD 6 billion) to ramp up existing energy
infrastructure, including the introduction of solar energy systems. Additionally, rising energy demand (at 7%—
10% each year until 2020 according to World Bank projections) is expected to attract investment in energy
infrastructure over the forecasted petiod.

Key Challenges

Bahrain's long-term foreign sovereign credit rating by all major rating agencies remain at its all-time low, with an outlook
raging between stable to negative. Government rating has material effect on the rating of the government issued bonds
or sukuk, which the company uses as one of the main investment vehicles available for Sharia’a compliance proposes. A
decline in the rating of those investments would negatively affect the company’s calculation of net available capital and
solvency margins. The impending implementation of the VAT is expected to have effects on the insurance industry on
two levels:

- Operational: consumer spending is expected to be further affected by the introduction of VAT it is expected
that spending patterns may shift towards long-term acquisition before the VAT is implemented to avoid the
added costs.

- Administrative: the changes required by business providers to cater for the VAT include, but not limited to:

+  IT system modifications
*  Accounting changes
*  Training
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Profitability remains a key concern for insurers. As investment income has not contributed significantly to shareholder
returns, insurers have focused on technical profitability and cost reduction, which is a main challenge for an industry
driven by price competition and increased costs of sales. While cost-cutting measures may bring short-term relief,
sustained results can only be achieved by well-executed operational transformation strategy, backed by robust technology
and a customer-centric approach.

SWOT Analysis
Strengths Weaknesses
*  Strong market image as being the first takaful Company *  Withdrawing the credit rating during 2014 due to uncertainly

providing creative Islamic solutions in the local market for
the past 28 years, giving the company a competitive and
historical advantage through accumulated experience and
stability

Takaful market leader with a majority share of 32% of local
market (CBB insurance review 2016)

New major shareholder, which is the largest insurer in
Bahrain

A team of talented and professionals supported by
experienced executive management in the insurance field
and a diversified Board of Directors

Strong relationship with local and international Reinsurers
and insurance Brokers

Sound Reinsurance panel and a good Reinsurance capacity
to underwrite medium and large business

One-point of sales concepts that offer the underwriting and
claims services to personal and commercial lines.

of the ownership and shareholding changes had adversely
impacted the perception of the major clients, who depend
on such criteria for selecting insurers

*  Constrains on growth due to low capital availability

*  Recoupable valuation deficit in the policyholders’ fund

*  Low investment returns due to limited investment funds
available as a tesult of regulatory reserves and assets
valuation restrictions as well as to the limited options of
Sharia’a Compliant investments.

Opportunities

Potential for alliances through the new major sharcholder
and their group companies (i.e. gig and BBK)

The potential of a new legislation that would impose on
different types of organizations obtaining specific insurance
covers (e.g. D&O, health care malpractice)

Requirement of compulsory health care cover for Bahrainis
and expatriates is to be implemented soon creating new
business

Access to business opportunities from Islamic organizations
that need insurance solutions to comply with Sharia’a
requirements, giving the company a competitive advantage
over other conventional companies.

Threats

. Decrease in oil prices, causing decrease in both
governmental and private sector spending and delaying
major projects

*  CBB’s strict regulations of Capital Adequacy and Solvency
Margin preventing flexibility and increase in growth rate

*  Increase in competition in the market and in takaful
business

e Inability to disttibute policyholders’ surplus due to stringent
regulatory restrictions, despite of the actual surpluses
recorded by the company. This threatens the takaful module
credibility and renders one of the advantages of the takaful
business futile

*  Limited awareness of insurance products as well as the
concepts of takaful in the local market specifically those
products targeted towards personal-line customers.
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Insurance Market Review

The below analysis, illustrating the company’s market position in terms of Net Written Contributions is comparison to
other companies, is based on the latest available data provided by the CBB. The regulator bases their analysis on the
annual returns submitted by the companies, adjusted to reflect the business conducted in the local market only.
Overall, the local insurance market had not reported any growth in the GWC from the previous year, reaching only
BHD 272 million (FY15: BHD 272 million), and Net Retained Contributions reaching BHD 176 million (FY15: BHD
175 million). The graph below illustrates the company’s overall market share based on the reported GWC in the CBB
report. The market shares of most companies remain unchanged, with BKIC having the single largest share of 10%,
trailed by BNH at 8% and both Takaful and AXA at 7% each.

Bahrain Kuwait Insurance
Company B.S.C. Bahrain National
10% Insurance Company
B.S.C.
8%

Takaful International Co.
B.S.C.
%
Others

52% AXA Insurance B.S.C.

%

Gulf Union Insurance &
Reinsurance

0,
Al Ahlia Bahrain B.S.C. 5%
5%
Solidarity Bahrain B.S.C.
6%

Main Competitors share

During the last decade, and with the economic target to open the market for new licensees, especially those from the
international markets, the local industry had seen a rapid increase in the number of new entrants to the insurance market.
This had severely influenced the competitive environment and differentiated between market players by the means they
employed to compete. Hence, while some companies had employed price-cutting strategies to increase upper line
figures, other companies had focused on providing better services while maintain healthy profitable margins. In
considering these factors, Takaful views the following companies as its main competitors in the local market:

+  Solidarity

« Al Ahlia

+  Bahrain National Insurance Company

+  Bahrain Kuwait Insurance Company (major shareholder)

77



TAKAFUL INTERNATIONAL RIGHTS ISSUE CIRCULAR April 23, 2018

The table below illustrates a comparison between the 7 largest companies in the market in terms of net gross
contributions, net claims and overall loss ratio:

Net Premiums Net Claims Loss%

Particulars 2016 2015 2014 2016 2015 2014 2016 2015 2014
AXA Insurance Co. 17,064 15,848 16,492 11,066 9,890 8,863 65% 62% 54%
Takaful International Co. 13,838 13,673 10,708 9,973 9,477 9,577 72% 69% 89%
Bahrain National Holding

(BNH) 13,366 12,626 11,561 9,000 7,678 6,960 67% 61% 60%
Gulf Union Insurance 10,506 9,883 9,883 8,836 10,210 10,210 84% 103% 103%
Solidarity 9,148 9,293 8,884 5,736 6,039 5,940 63% 65% 67%
Al-Ahlia 8,727 5,920 5,237 6,637 4,064 3,864 76% 69% 74%
Bahrain Kuwait Insurance

Co. 7,564 7,136 7,071 4,808 4,786 5,222 64% 67% 74%
Other 96,085 100,565 104,254 57,557 70,294 68,350 60% 70% 66%
Total 176,298 174,944 174,090 113,613 122,438 118,986 64% 70% 68%

Takaful continues to have the second largest portfolio in terms of Net Written Contributions (“NWC”), with a retention
level reaching 70%, one of the highest in the market. The company’s overall loss ratio had increased in Financial Year
2016 to 72% due to exceptional increase in the loss ratio in the general lines of business.

15.4. Capital raising in the region

- Insurance is well-established in the Kingdom of Bahrain. By the standards of the region, the business
undertaken by the non-life segment is diverse, and well balanced between motor, property, health and other
insurance lines. In 2017, the sector showed positive signs as it continues to grow steadily. The competitive
landscape is fragmented: some consolidation is expected in the non-life segment over the course of the forecast
period. In the life segment, three multi-national groups are the dominant providers of protection and savings
solutions to the expatriate workers on whom the economy depends.

- Bahrain's life insurance sector generated strong estimated growth in 2017, helped by the recovery in oil prices
during the year. Over the next five years, we forecast that gross Life premiums will increase by annual average
of about 10% between 2017 to 2021, mainly attributable to the 20% increase in 2017.

- Gross life premiums written are forecasted to increase from BHD 60.8 million in 2014 to BHD 82.4 million by
2021. The y-o-y growth concerning gross life premiums written is expected to grow from -3.1% to 7.5%
between 2014 and 2021.

—  Whereas, gross non-life premiums written are forecasted to increase from BHD 213.9 million in 2014 to BHD
304.4 million by 2021. The y-o-y growth concerning non-life premiums written is expected to grow from -
3.1% to 7.5% between 2014 and 2021.

—  The latest data available indicates that it is reasonable to look for very strong growth in life premiums in 2017.

- For both of the main segments, general economic trends remain favorable, with the result that premiums
should rise by around 6% annually through the forecast period 2018-2021 and, perhaps, beyond.

- In the non-life segment, prices should remain firm in virtually all sub-sectors. Transport insurance is the main
exception: premium growth will likely be constrained by price competition. Innovation by the insurers should
ensure that penetration (premiums as a percentage of GDP) rises gradually.

- The likelihood of wholesale consolidation of the competitive landscape is far more likely in the non-life
segment than in the life segment.
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16. Applicable Law
This Offering shall be governed by and construed in accordance with laws of the Kingdom of Bahrain.

17. Documents available for Inspection

During the Subscription Period, copies of the following documents may be inspected during normal business hours at
registered office of the Company.

e Memorandum and Articles of Association of Takaful,
+  Audited Consolidated Financial Statements for the years ended 31t December 2012, 2013, 2014, 2015, 2016
and 2017.

18. Contact List

Issuer
Takaful International Co. B.S.C.
Main Center — Seef District
Building No. 680, Road 2811,
Seef District 428
P.O. Box 3230, Manama
Kingdom of Bahrain
Tel: (+973) 17 565 656
Fax: (+973) 17 582 (688
Email: takaful@takafulweb.com
Website: www.takaful.bh

Issue Manager
Grant Thornton Advisory W.L.L.
12t Floor, Al Nakheel Tower
P.O.Box 11175, Seef District,
Kingdom of Bahrain
Tel: (+973) 17500188
Fax: (+973) 17500199

Stock Exchange
Bahrain Bourse
Bahrain Financial Harbour
Harbour Mall (4% Floor)
P.O. Box 3203

Manama, Kingdom of Bahrain
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Legal Advisor
Rashid A. Rahman — Attorneys and Legal Consultants
P.O. Box 5071, Manama, Bahrain
Receiving Bank
Bahrain Islamic Bank B.S.C.
Building 722, Road 1708, Block 317, Diplomatic Area
Manama, Kingdom of Bahrain
Tel: +973 1751 5151
Auditor
Ernst & Young
P O Box 140, Manama
Kingdom of Bahrain
Tel: +973 1753 5455
Fax: +973 1753 5405
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19. Appendix — Audited Financials

Takaful International Company B.5.C.

CONSOLIDATED FINANCIAL STATEMENTS FOR THE
YEAR ENDED

31 DECEMBER 2017
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Takaful International Company B.S.C.

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2017

21 Decembar 31 Dacamber

2007 20186
8D BD
OPERATING ACTIVITIES
Met profit for the period 53,3™ 403,261
(Deficit) f sunplus from participants’ operations (826,17T8) 227.891
Adjustments far:
Investment income {316,958) (262, 744)
Gains on sale of available for sale investmenis {50,897) {65,169}
Impairmeant loss on available for sale iInvesiments 401,644 470,868
Gains on disposal of property and equipment - (5,253}
Depraciation 282177 210,975
Provision for impairment of takaful and retakaful receivables 220,612 (78,043)
Wirile offs of takaful and retakaful receivables - 41,782
Movement in uneamed contributions 380,555 (110,923)
Movament in uneamed commissions 88,589 204,805
Movement in transfer to family takaful technical resenve 606,451 171,254
Operating profit before changas in operating assets and liabilities 810,336 1,208,714
Changes in operating assats and liabilities:
Takaful and retakaful recaivables (1,090,853) (781,253)
Other receivables and prepayments B87.373 (2B4.614)
Ralakaful share of cutstanding claims 1,607,493 {210,100}
Gross oulstanding claims {951 ,567) {1.110.264)
Takaful and retakaful payablas {1,397 402) 2,721,381
Oiher liabilities and provisions (289, 784) 484 77T
Empiloyees’ terminal benefils 58,517 32,351
Wet cashflows [(used in) / from operating activities {1,164.897) 2,060,992
INVESTING ACTIVITIES
Irvestment income recelved 367,855 327.e13
Purchase of property and egquipmeant (62,707} (131,049
Proceeds from sale of property and equipment 42 5,253
Purchase of available for sale invesiments (2,535,813) {1,135,434)
Proceads from the sale of available for sale investments 1,322,403 1,187,173
Bank deposits with maturitlies of more than three months {1,402,547) 475,890
Met cashflows {used in) / investing aclivities (2,310, TET) 737,948
FIMANCING ACTNWITY
Increase in share capital of subsidiary - non controlling interest - 48,000
Met cashilows from financing activity - 48,000
MET (DECREASE) / INCREASE IM CASH AND BANK BALANCES {3,475,664) 2,846,938
Cash and bank balances at the baginning of tha year 6,792,575 3845637
CASH AND BANK BALANCES , END OF THE YEAR 3,316,911 6,782,575
COMPRISING:
Cash and balance in current acoounis 1,987,497 3.604 456
Bank deposits wilth rity of three months or lass 1,329,414 3,188,118
CASH AND CASH EQUIVALENTS 3,316,911 6,782,575
Bank deposils with maturity of more than thres manths 2,218,075 815,528
Cagh and balances with banks ag per
statement of financial position 5,534,986 7.608,103

The attached explanatory notes 1 o 40 form par of these consolidated financial slaterments.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Fot the year endad 31 December 2017

1 ORGANISATION AND ACTIITIES

Takahsl Internaticnat Company B.S.C. ("the Company”), The Company = a Bahraini pubic shasehoiding
company registarsd with the Ministry of Industry and Commerce in the Kingdom of Bahwn and
operales wnder commercial ragistraion numbers 21100 oblained on 11 Aped 1688, The Company and it's
subsidlary [logether the "Growp”) provide takaful and miaed products and services,

The activites of the Group are organised on the principles of Shar'a. The principal activity of the Group
i lo manage the Genaral and Family taxafd activiles and investments by adoping wakals and
mudarabha models respectvely, on behall of the parfcipants in sccordance with the Islamic Shar's
princples. The retakalul activities are organtsed on an underwriling year basis with the participants
pooing their contributions o compensate for icases suffered in the peol on cccurmence of a defined
evant

The registered office of the Group i n e Kingdom cof Bahrain. The full address s 43080 on page 2

The consoldated Nrancial statements of the Group were suthorised for issue In accordance with
resclution of $he Baard of Direclers dated 20 Fobruary 2010,

2 HBASIS OF PRESENTATION

Ststerment of compliance

The contolidaled financial stabamants Nave basn preparad i accordance with the Financial Accounting
Standards {*FAS™) issued by the Accounting and Audiing Organisation for islamic Financial Instiutions
CAADIFTT), the Centrsl Bank of Bstvain and Financial Instixsions Law 2008, the Insurance Reguations
22t cut In Volume 3 and sppicabie provisions of Volume 6 of the Insurancs Rudebook issuad by the
Central Bank of Bahvran and the reguiramants of the Bahrain Commercial Companies Law, Decres
Number 21 of 2001, For the maners which are not covered by AADIF] slandards, Inlematenal Financial
Reporing Standards {(IFRS) have boen appled. The accouning policies have been consisiently
appied by he Group and are consisiant with those of Fe previcus yesr

Accounting convention
The consoidaled Minancial statements have besn prepared under the hisloncsl cost convention modfed
10 include the measurament at tar value of avalabledor-sale investmenis.

Tre preparaton of consaliidated financial stalements in confenmity with FAS requires the use of certain
critcal accounting estimates It also roquices management 10 axercise 45 juogment in the process of
applying the Group's accounang polcies,

Functional currency
The corsclidated financal statements Pave been presenied in Bahrani Onars (BD) which is e
furctional currency of the Group except when clherwise indioated.

3 BASIS OF CONSOLIDATION

The corsclisased fnancial stalements comprise the froncisl sistements of the Company and its
subsifiary a5 at 31 Decembaer 2017, Cantrol & achisved when the Group & exposed, or has nghts, 1o
variable rebumns from its involvement with the invesiee and has the abilty 1o attect thase retums through
M ot Guwn B ovesdee. Speuiicaly, Se Sroup Gondrols an veales if and anly # the Croup han:

- Power over the kwesiee {i.e. exisIng nghls $at give it the current abify to direct the relevant
sctivises of the bwasiea)

- Exposure, or rights, 1o variabie retums from &3 imvolvemnent with the Investee; and
The abiity 10 use i powwr over the rwesiee 1o affect s reburns.

When the Group has i@ss than a majority of the woling of similar rights of an invesice, the Group
cormiders ol selevant facts and circumstances in sssessing whather il hes power over an invesise,
cludng

- The conlraciual arrangement with the ofher vole holders of e investes
- Rughts ansing from other COnEaCIUS! BrTangaments. and
- The Group's woling rights and potentad voting rights.

"
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Takaful International Com BS.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

3 BASIS OF CONSOLIDATION (continued)

The Group ro-assesses whether or rol If conlrois an mwestoe If facts and croumstinces indcale that
eee are charges to one of mare of e three siements of control Cansolidation of & subsidiary begins
when the Group oblains control over the subsidary and ceases when 1ha Group loses contrel of the
mm.Mlm.mwmdsMMuGdeh
year are ncluded in the consclidated francial stalaments from the date e Growp gains control wnll] the
date the Group ceasas 10 contral the subsiclary.

Profit or kas and each component of ather compreberaive income (OCI) are attrbuted to the equity
holders of the parent of the Group ard o the non-conlraling interes!s, aven If this results in the non-
conroling Interests having 3 defict balawce. When necessary, afusiments are made to the financial
siaements of subsidiades o bring thek accounting paiicies inlo fne with the Group's accounting
pokicies. All inlragroup assats and labliSes, equily, income. expenses and cash flows refating to
ransacions between members of the Group are slieninaled in ful on consclidation

A change n the ownership interest of a subsidiary. Withcut a kass of control, s accounted for as an
equity ransaction

If ®w Group loses contrel over @ subsidary, it derscognises the related assals (Inciuding goodwl),
abillias, non-controling Inderes! and other companents of equity whike asy resuliant gain or loss Is
recogsed in profl or kas. Any Iovestment retained is recognised &1 &5r value

The folowing i the subsidiary of tha Geoup:
Country of Effective
Name of the subsidlary Incorporation ownership Principal activity
2017 2016
Hea® 360 Anclary Servces Sahran 60% 60%  Third party administration
CowlLl

4 SIGNIFICANT ACCOUNTING POLICEES

The accounting policies used n e peeparation of e consoiidated financial staterments &ce consistant
with those uzed in the annual sudibed firarcial slalements of the Group prapaned as at, and for the pesr
ended 31 December 2017.

Takald operations

As an |samic insurance provider, the Group lssues condracts that are based on cO-0parative activity by
risk sharing of financial sk or both, The Group classifes all s contratts individually as elor Sakaful
comtracts o vesimant condmcts.

Takatd contracts are [hose conlracts whers the insurer accepts significant nsurance risk from the
paricpants by agreeing to compensale the paricpants ¥ 8 spaciiad uncertan future event adversely
alfecls the paricipants. A5 a gereral guideline, the Group defines significant insarance risk as the
possitiity of having to pay banafits cn the cocurrence of an nsured evant. Imvestment contracts are
contracts where there & Insignificant transier of rsurance risk from the participants to the Group. They
a8 accounted for as Snancial mstruments under 1AS 30 “Financial instruments: Recognifion and
Measurement and revenue arising from such conracts 5 fecognsed n pocordance with 1AS 18
Revenue Reccgniton.
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Takaful International Co BSC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the ysar anded 31 Decamber 2017

A SIGNIFICANT ACCOUNTING POLICIES {continued)
Goneval takaf/

Gross contribudions

Gross conbrtnAons comprise the totsh contributions receivable for the whole period of cover pravided by
ecnlracts anbered inta during the accounting perod and are recogrised on Ihe dala on which tha policy
incapts. Conlributions inciude &y adusiments arsng m e accounting perod far coninbutions
recevabie In respect of business writen in pior accounting periods.

Unesmed contrbutions are thoso proporBions of conyutions wiitten i a year thial relsle 10 pericds of
fisk after he consolidaed statement of francisl posiion dale, The proportion atiributable to subsaquant
periods is delemed as a provision for unsarmed contributions and Is calculaiod as follows:

. By the 173650 method' for aF annusl takatd contracts, excepl for masins cango business; and

. at 26% of gross premums 8nd MENBUENCE cessicns for marime cargo busieess. This
approwimation method = used BECSUSS MArng cargo polces cover valiabie periods shorer
than one year, in order 1 speead the pramiums eamed over the terwure of the Psurance polickas.

Rotakalul shave

Retaksful share comarise e tolal contributions payable for the whole cover provided by conracts
entared o during the period and are recognised on the dats on which ihe policy incepts. Contributions
include any adjustmants ansing In the accounting period in respect of refakaful contracts ncepting In
pice pesounting periods.

Nal commission

The Group defers comeission income and expense In order 10 spresd the commission income and
axpense sarmed over Be Wems of the bsurance contracts as follows.

+ By the 12355 matod for 8l anrwal insurance contracts, except for marine Cago business. and

+ By the 25% method for maring cargo busness.

Retakstul commission ncome and commission pad ane defersd on I same basis used in te
cacuation of uneamed coniributions.

Gross clams sedved

Gooss claims setlied inchude &l daims ocoumng aurng the yoar, whsther reparied of not, miated clalms
handing costs that are direcily related 1 the processing and setement of clsims, less a reduction for
the value of ssvage and other recovenes, and any adjustimants to ciaims oulstancing from previous
years

Clairns rectversd from retakalul and other parties are recognised when the refated gross claims settked
Bre recognead accordng to the torms of the relevant contracts,

Gangral lakafy resevves

(0 Gross oulsdanding clavms

Gress outstanding claims are based on U@ astimatnd ultimale cost of al cisims ncumed but rot settied
o the conschidated statement of Snancial position date, whether reportad o nol, logather with rofated
clams handling costs and reduction for the axpacted value of saivage and other recoveries. Delays can
uWhNMWMMWMdMWNmmﬁ
these canrot be known with certainty at the consclidated stsement of fTnancial positon date. The
fiabliy is not discounted %r the time value of maney. No provision for equallistion or catasyophe
teseves is recognised The labilties are dermcognised when the conlract expires, is cischarged of is
cancaled

A) Unsamed coninbulions
The provision for uneamed contributions represents conibutons reoeived for nsks that have not yd
wpired The reserve is matched with the contributions sarmad and reieased.
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Takaful International B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

“ SIGNIFICANT ACCOUNTING POLICIES {continued)
Gengral takaful (continuod)

W) Labiey adequocy fesf

Al each reporting date the Group reviews (s unaxpired tisk and 3 iabiity adequacy %s! is performed o
determine whether there is any overall excess of expected ciaims and defemed acquisition casts over
unsarmed coolributions. This caiculaton uses current estmates of fulure conlraciual cash flows after
takitg sccount of Te investment refum expected to anse on sssels relaing 10 the relevant technical
provisions M Pese astmates show that e carmying smount of e uneamed premiums (less related
defarred BCquUisiion costs) i Inadequate the defickency is recognised in the statement of profit or loss by
selting vp & provision for kabitty adeguacy.

Famly takaful

Family lakalul lechnical reserves represent e present valus of fulure banelit cbligations in respect of
tamily takahi contrazts in force at the consclidated statement of financal posiion date. The reserve
consists of two types of funds namety protection takaful and savings takald

The protoction taksful and smings takaful resenve s delarmined annually by the Gooup’s spodinied
actuary. Reserves for individust family tskafd contracts are cafculated on a prospective method. The
liabites are vaued usitg dscounted cash fow (DCF) with a discount rale of 5% per annum (2016
425% per anvvam),.

Matatity and survival benefls are charnged against He technical reserve when due. Encashment anc
surrenders are Aocounted for when paid or when oover ceases. Death and disabiity clsims s
sccounied for whan notifed,

Gress confribunians
Gross conlributions are recogrised in Be consoldated statement of profit or ioss on the due date of the
condrivetons.

Retarall share

Hetakaful share comprise e lotal conkibulions payable for the whole cover provided by conracts
enlered info durieg the pardod and are recognizad on (he dale on which tha polcy Incepts. Contribugions
include oy adjustments arising in e accounting pericd in respect of retakaful conlracts incepting in
pnor accounting periods.

Net commussion

Retakalul commission Income and commission paxd are recognised &! the Yme retakaful contracts are
written.

Gross clavns saltled

Ciaims setiiad are chargeds 1o the statement of profit or 1083, in e yaar in which cléms arse.

Claims recaverad from retakalul and othar parses are recognsed when $ve relsled gross daims setied
ana recognised scoording 10 e 1enms of the refevant contracts.

Famiy takafuf reserves

() Gross outsianding claima

Provision for outstancing claims & based on estimaies of the koss, which wil eventusly be payabie on
each unpaxd claims, cstablished by e managemaent in the ight of Se curently sveiatie information
and past experiences a~d modiied for chances refiecled in current creditors, incressed sxpesus, rsng
clams costs and he saverly and freguency of recent clams as appropdale. Oulslanding clam
provisions are nol dscouned for lime vaue of monay.

A} Unearmed contnbubions
The provision for uneamed contrbutions represents confributions received for rsks that have rot yet
expired. The resenve is makched with the contributions earned and releassd

14

90



TAKAFUL INTERNATIONAL RIGHTS ISSUE CIRCULAR April 23, 2018

Takaful International Company B.S.C. ==
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

4 SIGNFICANT ACCOUNTING POLICIES (continuod)
Famlly takaful {continved)
Gross caims sothind (conbinved)

W) Liabity ageguacy fest

Al each reporing date $8 Group reviews Is unexpired nisk snd 8 kabilly adaquacy test & performed %
determine whather there is any overal excess of expecied claims and defemed acquisiion coslts over
uneamed contfibubions. This calcuiation uses curent estimales of fute conbaciual cash flows afler
mmamwmmwmﬁnmmm»uww
peavitions. If these esimates show that the carmying amount of T uneamad pramiums (ess refated
deferred soquisition costs) is inadequate the daficiency is recogrised in the consclidated statemant of
peofit or ices by s21ing up & provision for dabity adequacy.

Qotd Hosoan

This i 3 loan granted by the shareholders 1o 1he polcyholders for the purpose of mestng he minimum
required margn of sohvency mersoned in the takatyl Reguations set oul in Viclume 3 of the takalul Ruse
Bcok issued by the Cantral Bank of Bahrain of 10 cover any cash defick in $# participants fund(s). The
icen is proftt bee and has no fxed repaymaent terms. Qand Massan s tesiad annualy for impament

Surplusideficit In participants’ fund

If (he swrpkss In the parscipants’ fand at the end of a three year pariod I8 suffician®y (arga, 3 percentage
of the surphss is distrbuted bataoen participants that have not mede & caim, in proportion to Sweir risk
contriations 1o the fund atter acoounting for reterves. The dslributions are approved by the Group's
Sharla Supervisory Baard. Any remaining surplus afer the distribution remains in the pariopants® fund.

A cash deficiency in participants” fund is made good by a gard hassan from the shasshokdees’ lund, Ths
qard 15 % be repaid fram fulure surpiuses arising Irom takaful cperatcns on a pricrty besis. This gard &
\estad for impakment and the perion of the gard that & considered impaired is charged (o the stalemant
of profiL or es.

On fiquidalion cf the und, e accumulated surplus in the participants’ lund, If any, after mestng all
obigations (including repayment of the owtstanding ameunt of qard hassan), will be deat with afer
consudling with the Group's Sharfa Superviscry Board In cass of 8n accumulated deficit, any gard
hassan outstanding 8t the tme of lquidation will not be repayable by the partcipants' fund and the
sharebciderns’ nd will forago such cutstanding amount.

Cash and cash equivalents
Cash and cash equivalents compose cash in hand and al bank and shork-term depozits with ariginal
matuiies of three monhs or less

Trade and settlement date accounting

Al regular way puschases and sales of fnancial assels are recognised on the tade dale waich is the
date that (he Group commits 10 purchase or sall the asssl Regulsr way purchases or sales of financial
aesels requive dalivary of 35598 within the period generally estatis®ad by regudation or convertion in
e markel place.

Avallable for sale investments
The Group classfies & investments inlo &vaiabie-for-sale category. The Group determings ine
classification of s financial assetls on niliad recognition.

Financal assels are recognisad inifially st falr value, Including drectly attributable fransaction costs.

15
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Takaful International Com BSC.
NOTES 10 THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2017

4 SIGNFICANT ACCOUNTING POLICIES (continuad)

Avallable for sale investments (continued)

Avalable-for-s8e financal 3ssels arm non-dervaive finercis) sssets designated as avalable-for-sale.
These investments are intialy recorded at fair value. A%er inlial measuromant these ane remeasured al
fai valus Far valoe gains and losses arc teporied 24 & separale companant In other comprehaniive
income unlil the iwesimant &5 derecognised oc ©e invesiment is detormined to be inpaved. On
Mm«wmm&mmwmmwhm
comprehensive incoma am ransiermed (o the stalement of proft or loss. Dfvidend income on avaliatle
for sale invastmants are included under investmeed income i the consclidated statement of proAt or
loss,

Takaful and retakaful receivables

Takakl recavaios are recognisod when due and &6 Messuned on Intal recogniion al the fair valkse of
e consideralion mcened or recevable The carrying valve of takalul recotvables is reviewed for
Impaimant whanever events or circumelances indicsle thal Te caryng amount mEy nol be
recoveratie, with the imparment loss recorded in the consclidated statament of profi or loss.

Retakatul conlracts are conlracts antered into by the Group with reinsorens for e purpese of limiting ds
net koss potentis theough the dGversficaton of 45 nsks, under which s Group is compensated for
csses on takaful contracts issued, Assets, labilties and ncome and expense arang from ceded
retakaful contracts a'e presaniad separalely from the assets. fabiites, ncome and expense from e
relsted takatul contracls because he mtakalul srmangements do not relieve the Growp from s direct
OLIGALONS 10 B8 PONCYNCIORNS, ING CENANIE 10 WNICH the Group is entied & widw %3 iutuhalul
coniracts Peld are recognsed as retakaful assets These assels corsisis of baknces due from
retaiabd companies on sevlement of cialms and other recewvables suth 8¢ proffl cammissions and
retsicald share of outstanding <laims that are dependent on the xpecied claims and banedls ansing
under (he refsled relakaful comacts. Amounts recoverable from o dus Lo wlakalul companies aro
recogrised consisiantly with tha amcunts asscciated with the undedying takaful contracts and In
Reoordance with the terms of each relakalul contract

Policy acquisition costs

Policy acquistion costs which include commission, brokerage and other varabie underwriting costs
directly assoziatod with ooquinng business are aMorised over the pencd of the palicy. Acuisiion costs
Tat relate 10 percds of risk hat exiend beyond e 6nd of he Ninancial yeor are reported 88 delered
acquisition costs.

Proparty and equipment

Property and squisgmant, including owner-occupied property, is staled st cosl, seciuding the costs of day
10 day servicing, 865 acoumulsted depreciation and accumuidled IMparment losses, Replacement of
mmmm»wmmmnumwmmm
associated with the Bem wil fow 1o $Ha ety and the cost of the iem can be measured relably.

The assels’ resihal values and useful Ives & mathod are reviewed and sdjusted I appropriste &
Qach financiy year end.

Impaimment reviews are perormed when Peve are indcators that the carrying vale may ot be
recovarable. Impaimment iostas ars recognised in the consalidated statement of profit of 55 &5 an
cxpensa

An lem cof property and ogupment s derscogrised upon dispasal or whan no futurs ecanomic benalits
are expacted fom its use or dispossl Asy gain of I08S arsing on desccognition of Lhe aseel (cakculaed
23 the ditfierence batween the net dispoasl proceeds and the carrying amount of B assel) is included in
the consoidalad ststament of profit or 1085 In the year the asset is derecognsed.

Folowing are the useful lives of clases of property and equipment:

Bulidings on freehokd tands 25 yoars
Fumiture, fxtures and equipments 310 years
Vehicias 4 years

1
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Takaful International Company B.5.C.
NOTES TO THE CONSOLIDATED FINANCIAL STA NTS

For the year ended 31 December 2017

- SIGNIFICANT ACCOUNTING POLICIES {continued)

Racelvables from takaful funds
Recewables from takaful furds represent the amounl of wakals, management and cther fees
recoveeabie from the General lakaful and Famiy takaful funds of the Group.

Foreign currency tranaactions
The comnsolidated franciad slalements are presented in Bahraini Dinars which is the functional cumency
of the Group. The Group's Qatar branch, however uses the Oatari Riyal as s funclonal cumency

Transactons in formign currencies are initially recorded at the funcsonal curency rate prevaling al the
date of the transaction Monetary ssset: and sbiites denominated In forcign carrencies are
meiransiated at the functional cumency tae of exchangs ruling &t the consolicased statement of fissrcisl
pasition date. A difforences are taken (o the ststemant of profit of loss.

Non-moratary Rems thal are measured = terms of histodcal cost in 3 foreign cumency ara ransiated
wsing the exchange rate as at the date of the nitlsl transaction and are nol subsequently restated. Non-
monatary fems measured 2t fal value n 2 forsign currency &re ansiated using the xchange rates
the date when the far value wos defermined, Al forsign exchacgs diferences are taken fo the
swatement of prodt or loss, except for differences relaling 10 kems whees gains or losses are recogrised
direcdy In equily, in which case the gain or loss is recogaised in aquity,

Dividends on share capltsl
Dividands on ordinaty shares ane recognised as a iability and cecicted fom equity when they are
approved by the Group's shareholders. lnberim dividends am deducied from equity whan Shey are paid.

Diaidends for the yaar thal are approved afiar B consolidated statemeant of financial pasiticn dale are
dealt wih a5 an everd afiar the reporting paiod.

Share capital
Share capilal i classifed as aquity. Incremanial costs drecdy attribulable fo the issus of ordinary
shares am recognised as 8 deduction from eguity.

Non-controlling interests

Nom-controling mberests regresant the pordion of proft or kas and net assets not owned, directly of
Indirecty, by the Geoup and are presanted separaiely N the consaidaled statements of profit of 088 and
comprehensive income and within equity, separately fram the parent's shareholdens' equity

Revenue recognition

dvesimenl kecome
trcome from kvesiment in murabaha deposits is recognised on & lime praporion basis using the
efective profk rate mathoao.

Fantal income

Rental Incoma is recognisec on 2n acorual basis.

Divdands

Dividends are recognised as income when the Group's fight 10 raceive the payment is established.

Waksia fee

The Group manages the general and family takafyl operations on beha¥ of the participants for & wakals
foo which s recogtisad on an sccrudl basis, Wakala 1ee Is rocognised as an expense in the
particpants’ ststement of profit of (oss and &5 an incame iy the sharcholders' stalement of profk of fcss.

Mudanb shao

The investments of the paricipents are also managed by the Group for a mudard ghare I the
Frvesiment income on he basis of mudarabha model Mudarib share is recognised a8 sxpense in Ihe
siwamen! of participants’ statament of proft or ‘oss and as Incame i the shareholders™ statement of
profit or less.
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Takaful Intemational C B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

4 SIGNIFICANT ACCOUNTING POLICIES {coatinued)

Rutakalyl commiasions
Commisaions Fosvabie on outward retakadd contracts are defemed snd amortised over the term of the

wxpecied prémiums payatie,

Offsetting

Einancial assets and financiel Fabilties ame offset and the net amount reported in the consaidaled
statement of financial position cely when e is @ legally enfarosable right to ofsel the recognised
amcunts and Seve it an inenion 10 S8l on & net Sasis, or 10 realse the sssels and seite ™ labiky
simuitanecusly.

Ircome and expense & not offset In the statement of peofit or loss unjess required o parmiled by any
accountng standard or interpratation,

Falr value of Rnancial instruments
The Groep measures financal instruments such 8s avalable for sale investments af fair velue st asch
balanca sheet date.

Fair valus is the price st weuld be recaived % 5ol an asset or paid 1o transfer o liabily in an odery
fransaction batwesn marke! parfcipants 8l e measurement date. The fair value measurement is
based on the presumplion that the transaction 10 sell $ha asset or ransfer the Sabiity takes place ather

= In the principal markat for the asset or kabiry, or
In the absence of a principal markel, in #1e most advantagecus market for the asset or labilty.

The priecial of T most advantagecus market must be accessbie by the Growp

The fair value of an asset or 8 liablity is measurad using the assumptions that market participants wou'd
use when pocing the assat o lisbilly, assuming thal market participants act i their economic best
Interast

A fae value measwrament of 3 non-fnanclal asset takes into account & markel participants abiity o
generate economic banefls by wsing the asset for s highest and best use or by saling It %o ancther
market panticipant that would use the ascet in its ighest and bast use,

The Group uses valuation tnchnigues that are sppropiiale in the cicumstances and for which sulicant
data is avalabic 1o measure t3r value, maximisisg e use of relevant cbservable inputs and minimining
Ihe use of unobservabie inpuls.

The Growp's mandgemeant delsnmines e polces and procedures for both recuring far vake
measuremeant, such 83 irwestment properias and unquoled avaiable-for-sale Mnancial assats, and for
ron-recUrring massurement, such a5 assels heid for cisrization in decorvinued oparasions.

impairment of finaacial sssels
The Group assetsss sl each consclidaned statemant of financal position dale whelher 3 financlal asset
or group of fnencial assaly is impained.

Avalabin-for-sale fnancial Asses

i an avaitable-dor-sale financal asset is impalred. an amount comprising the dilfarence Setween its cost
{net of any princigal rezsyment and amortsation) and s current fair value, ks any Imparment loss
previcusly recognised in olher comprahenaive Incame is transferred from cibwr compreiensive income
10 the statement of profit or loas Revarsals in respect of equity instruments classified as avaltabie-for-
sale are not 1eCOGNEAT 0 e consoiidaled stalement of proft of icss. Reversals of Imparment losses
on debt inalruments classiNied as avalable-for-sale are reversad thiowgh the consolidated staterment of
profit of kass 7 the ncrease In the falr vakie of the instrumerts ¢ be objectively relaled fo an event
occurring afer the impairmant losses were recognised in the conaoldated sialement of profit of loss.

1%
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NOTES 10O THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2017

+ SIGNIFICANT ACCOUNTING POLICIES (continwed)
Derecognition of fimenclal assets and financial labilities

Finanoi! sssals
A Ninancial asset {or, where appiicable & part of a fnanckal asset or part of 8 group of milar fnancial
assels) s derecognised whare:

- the nghts 10 receive cash flows from B sasel have expled; or

- the Group has transferred 25 rights %o recaive cash Nows Som the asset or has assumed an
Mbmmmthhmlmﬂuﬁdmnammm.
‘pass<hrough’ arrangement, and sither () the Group hes transferred substantially & U risks
and rewards of the asset. or (b) the Geoup has nather ransferred nor retained substantisly &l
the risks and rewards of the sssel bul has transferred control of the asset

VWhn (he Group has ¥ansfemed its rights o receive cash Baws #om an asset or has entored into 2
pass-through and has neither transfered nor relained subsiantaly alf the nsks and
reaards of e assel nor rensiered control of the assel, Bye assel s recognsed o the extant of the
Groug's continung involvement i the asset.

Finanai) labitas

A financial labiity s derecognsed whan the obigation under the Sabilty s cischarged or cancelled o
axpires. Whare an existing financial labilly i replsced by ancther from the same lender co substastaly
difernnt lerms. or the terme of 80 exslicg Sabiity are substartialy modfed, such an exchangs of
modécaton is ealed a8 3 derscognition of P orginal 1abily and the recogniton of a rew iadilty, snd
tha diference In the respactive camying smounts is recognised in the consolidaied stxtement of profil or
loss.

Employess' teeminal benafits

The Group provides and of sarvics banelits o 23 cxpatnale employees in acoordance with tha relsvant
regulstions. The entifement to these denofts is dased upon the empioyess’ finel selares and lengh of
senvica, subject 1o the compiation of a minmum service peliod. The xpectad costs of these benefils
are accrved over the percd of employment based on Lhe rodonsl amount payatie If all ompioyees hod
=2 31 e consoldated stalement of finandial position date.

Witn respect 10 its national employses, the Group makes contrbutions to the Sccisl Insurance
Ouganisation cakculated as a percentage of & employees” salares in socordance wih the relevant
regfations. The Group's cbligations are fmiled 10 thess contrbutions, which are expansed when des

Provisions

Provisions are recogrissd when the Growp has & prosent cbigation {legal or construciva) as a result of
2 past avent, and 1 is probable that an culfiow of resources embodyng aconcmic beneliis wil be
required Yo sate the oblgation and a reliable csEmate can be made of the amcunt of e olligation.

Financial abillties

The frsacisl Fabifties of (he Group consist of retakaful and taksiul payabies and omer lablites and
provisicns. Thess fnanciad iablies are initialy recognmed ol G vaue and ae subsequently
remeasured at amontised cost wsing tha atfoctve profit rane metod

Retakatul and takafui payabies
Relakatl balances payabie are pemady contribulions paysdie for refakaful cosracts snd are
recognsed as an expense when cue.

Ustilty adequacy tests are performed at each consclidated sialamant of Minancial position date w
ansura the adequacy of the takafu! liabdties using current besi estimales of fulture conlractual cash
fows undar takalul contracts, Aoy deficiency is Immediataly charged to the corsoldated stsament of
profit or loss by estatiishing a provision for losses atising lrom Sabiity adequacy tests.

Payables and accruais
Liabities are recognised for amounts to be psid in the fulure for services received, whether Elled by the
provider or not
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Takaful International B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year anded 31 December 2017

4 SIGNIFICANT ACCOUNTNG POLICIES (continued)

Earnings prohibited by Sharl's

The Group & commitied 10 avoid recognising amy income genarsied Biom Non-iSRMic SOWOes.
mm.ummmumumammmnmmmw
for charitabie purposes,

5 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The peaparation of the consoidaled financial stalements in accordance with FAS Issued Dy AACE|
requires the Group's meragemant 10 make Nogements, estimales and sssumplions that aflect the
reporiod amounts of reverass, expanses, assots and labilties and M@ discicsure of comtingent
lablites, at the repcaing date. However, uncertarty about hese assumptons and estimales could
result in oulcomes thal could require a materal adjustnent o the canyirg amount of the asset or
labiity affected in 18 future. Ths most signficant uses of judgements and estimales ae 8s fofows:

The witimete Gabity arising from claims made ondey insurancs contracts

The estimation of the ulimate Ishilty arising kom claims made undér nsurance condracts & the
Group's mast criticad sccounting estimate. Thera are several sources of uncenainty that need lo be
considered in esmating the Nabity that the Geoup wil ullimalely pay for such claims, The provision for
clgims incuered Dut not reported is an estimabion of clsime which ane expected to be reported
subsequent 10 the consolicated stalement of Snancial postion dale, for which the Insyred event has
occuimad priar 1o the consolidated statement of financis posiion dale,

All insurance condracts are subject j0 a fabilty sdequacy 1ssl, 8s is expiained In the accounting pobicy
for genaral and family takaful reserves above.

Impairment lcsses on avaiabie-for-sale securilins

The Group determines ®:& available-for-sale ungquoted equity socurtios and managed funds anm
rpared when Lhere has been a sigrificant or prolonged decine In the fair value below is cost
Signficart is evaualed agsinst the crginal cost of the mvesiment and ‘profonged’ is svaluated aganst
mmmmmummwmummmmpmwmutwam
and ‘prolonged’ 88 one year Where fair values are not avaiable, the recoverabie amount of such
rvestnent s estimated 10 test 1or impalnment. in making this judgemecd, B Group evaluales, amongst
other faciors, the nomal velatity In share price, evidence of daericestion in the fnancial heaith of the
rrvesies, ndusiry and sector parformance and operating 8nd finencing cash Nows.

impairment losses on takaful and retakaful receivables

The Group assesses takaful and relakalul recsivaties hat are individualy significant and tskakd and
resakaful recehables Incuded In a group of Rnencial assels wits simiar credit risk charactenstcs foe
imparment. Takatul and retakaful recsvabies that am individually assessed for impaiiment and for
which an impairment loss is or continues to ke reccgrised are not included in a coliective Bsssssmeant of
impakment. This sssessment of impaiment requires [udgement. In making 4 judgemant, the Group
evaates cradt rick charsclerislics thal considar past-due status being indicatve of the inabilty 1 pay
all amounts due 35 per conlrachsal 1enms.

Golng concwn

The Growp's managemant has mada an assessment of he Group's abilly % coninue as a going
concem and /8 satisSed thot the Group has the resowces (o condinue n busingss for the foreseoable
future. Furthermoee, management Is not aware of any malerdal uncenanties that may cast significart
doutt upon e Geoup's akilly 10 consinue as a geing concern. Thecafare, the consaidaled financial
siatamsets continue to D8 praparad on tha going concam basi. Refer note 30,

Famlly takaful reserves

Family takaful reserves repeasent the present value of future obigations in respect of contracts in force
ot the reporing dale, compuled Dased on Intemal calculation which s reviewed and assessed by an
axteenal actusry,

0
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Takaful International Company B.5.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year anded 31 December 2017

5 STATUTORY DEPOSITS

mamummmumamwaudmmmw
Insttutices Law, 2005, Such depasits. which copend on the rature of the takaid business and he
number of branches, can nol be withdrasn cxcept with the approve! of e Central Bank of Bahrain. A
sum of BD 125,000 (2016 BD 125,000) has boen deposiled wah Bahraln islamic Bank B.S.C. in the
name of the Group and for the order of Central Bank of Bahrain,

7 CASH AND BALANCES WITH BANKS

21 Docomber 2017
Sharehoidwers takaful takaful Total
8b BD BD 80
Cash in hand 1118 3887 - 5,008
Balances with sanks current socounts 927,104 834,267 121,130 1,962,401
Bark deposis with maturity of
three manths of Bss 151,000 835,648 2768 13944
1,079,223 4,773793 453895 33169
Bark depcshs with matunty of
more than ihee monihs 176473 1,208,801 732001 2218075
Cash and balances with banks 1,255606 3083354 1105006 535345886
e, S o T R — ————————
J1 December 2016
Ganory ~amiy
Snarahaiders tava' tohsful Totai
20 B0 ) BO
Cash in hand 629 2354 - 3293
Balances with banks current accounts 583,320 24890378 817465 3601163
Bank deposils with mturity of
vee monts or less 345443 2315834 828,742 3,188,119
G30652 4808876 1044207 8,702,575
Bank daposits with maturity of
more than ree months 174,540 822 787 118221 815,528
Cash ano balances with banks 1114232 6321442 1.162428 7.608,103
— o c——— — e —

Call account bslances snd deposts eam effecive profi rates ranging between 1.5% ang 6% per
arm (2018 between 1.15% ang 6% per annumi).

The $8vings account balances with banks sam efective profit rales ranging between 0.10% anc 0.25%
par annum (2046; bateeen 0.10% and 0.25% par annum),

The current socourt balancas wih banks are non-profil bearing,

21
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

12 UNEARNED CONTRIBUTIONS AND DEFERRED RETAKAFUL CONTRUBUTIONS

2017
Retpkafu)
Gross share Net
AD 80 80
At 1 Jaruary 8,648 463 {3,030,352) 54558111
Contributions writen 19,653,999 (6,192,507) 13451482
Contributions eamed (20,14¢,748) 7068781  (134080.537)
Al 31 Decamber 8,195,744 &1&& 6,035,568
2018
Ralavafur
Gross share Ma!
80 80 a0
AL 1 January 7920188 (Z.160.164) 5,769,034
CortrivSons writien RAST TS0 (T265088) 14,892,081
Contribubons asmead (21,385 485) 5395451 (15003,004)
At 31 December 08656 483 (3.030.352) 5858111
13 DEFERRED POLICY ACQUISITION COSTS
2017 2018
80 80D
AL 1 January 06,739 789,705
Acquisiton costs during the year 971918 1,674,060
Amortsalion for the year (1,214,258)  {1,637,016)
At 31 December 464 492 706,739
S —————
14 UNEARNED RETAKAFUL COMMISSIONS
2017 2016
8D 80
AL 1 January 485316 3477
Retaafd commissons received 67872 1,087,342
Retakafd commissions eamed (1,020420) (945,503)
At 31 December 332,568 485016
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Takaful International Company B.5.C.
HOTES TO THE CONSOLIDATED FINARNGIAL 3TATEMENTS

Far the year ended 31 Deosmber 2017
15 OTHER RECENABLES AND PREFAYTMENTS

I Decarmbar 2017
Ganaml Famllp
Fharafalders Tafatul takafol Tadal
BD B0 BD BD
Era® relyied recEvabies P F,] = - 4 435
Acorued Incomes 32422 #EEIT 27,382 108,811
Prepaid Expenses #1645 - - 41, 545
Teander Depals - 15 BSE = A5 EL
Citar Reoosabies B4 446 BEBBE - 170334
A3 31 Do 162,842 174,383 e 361 60T
I — —————— W [
3 Decwimibar 2376
Gavema! Favmlly

Sipsrahpiders fasaf! ta bty Talal
Ll 8D (=18 [
Stalf relaled recermakblas 18,385 - - 16,355
Brcrued Imcomaes 23.5H) 33,584 10,538 Bl 217
Prepaid Expenses G, 308 - B4, 306
Tander Daposits - 50,788 B0, Fam
Oiher Hecervables 228,781 20,E03 = 345,354
At 31 Decomber 1A 142 104, B2 10,838 440, 060

Ciihar peceivables ane urimpained and expacied, on ihe bass of past experience, b be fully recoverable
within 12 moatha from [he conicldatad slalamani of Enancial postion dae.

28
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Takaful insarnational BSC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For e year ended 31 December 2017

i PROPERTY AND EQLAPMENT
RuvAngs
o8  PMunmiure Capla
Feohoid  Asehoid and Omice Motor workdr
[T lanat fetwres  aquipment vehicles  progress Toew
[} ap ao aop a0 80 BC

Comt
M 31 Dwcarnber 2018 1471.000 1356201 mrea 147103 108,290 AU LS
Asgvonw . . 1009 17200 2000 - 154 052
Trernfere - - . . N . >
Dbposats - . . . (84,0000 @19 pe
M 3 Decarber 2046 1071868 1256201 BO4 TS 1 4692M 122230 - AN
Agetmns . - L0 Rme - - Ny
Deposas - - (34,206) 225) -+ . 67y
AL 3T Decorniver 2017 1M 125500 o  LELON 1258 - ABSI
Accamuatas degoes aion
M M Decarier 2016 . M7 518 TISSA 1174508 07,099 - 23MAN
Chape for D yaut . as Ta s nns W 0E - 200995
Dupasals & 1he year - (14,0000 . (1&.00m
A1 31 Decarber 2016 - 25548 TER04T  12e5TM T A8y « 25410
Chargs for he pesr - 50,100 G544 e 15502 29217
Dispanal for the year . . (14,806) ey o @a.rory
A1 31 Decamber 2017 . AT718 841,906 L250412 waw - 798,280
Nt book anoent
AL 3} Decamiber 2077 1,071 088 6476 A0 mMae M -~ 3883013
Al 31 Decambder 2016 1,071 880 05824 0e 03 500 44,093 -« AN

Caplal work-012mgress prmarly mprmssals amcurts noused lowirds constuction of new [BolSes and wiich o pot lo te
corrplated

Progetes awend by the Comparny
N of Adiwss | Desorpoon | B Noterm | Tanms of fenent's Mase | Age of (e proparty
e preperty Use

Bebinrg € sorey
Tacats No. 420, Aoad commerial
Idamptona [No 3011, Seef lower Operstional Tewt
Co 850 |Duirct 42, | messurvy | pamcse | TN Moty =
Head offce  [Kagdem of 3528 mqeare

madars

T [Sesdng No. 2 sovey
tlomatons! Lo 437 DS | o pcational
Co BSC ! ad ypu | Thedsumg swpose Fremdeld Not axchoate 15 Yoo
Saimadad of 250 sguam
l&m fab ety
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Takaful international Co BS.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Faor the year ended 31 December 2017

17 RECEIVABLE FROM TAKAFUL FUNDS

Recsvabie from takalul nds chidas amcunts due from General tskafid and Family tsshl
policyholers on account of wakals fees, mucard fees and imenenity balances.

18 RELATED PARTIES
Related partes represen! major sharsholders, direciors and kéy managemset personnel of e

Company and ks Parent, and entbes controled, jontly conlrolled of significantly inflseced by siuch
paries. All yansactions with such related parties are conducied on nomsal [8mMs and condiions,

Transactions with related partes rcluded n the stalement of peofl of ioas & a5 follows:

31 Decembaer 2017
Koy
managemant
porsonne! Shareholders
80 80
Gross conritnions 2,968 380,008
31 Decamber 2016
Kay
managemen
porsonnal Shareholders
[-T2] Qo
Gross coniributices 8,248 1.084.793

Balances with relaled parties included In the consclidated statement of financal position are as fllows:

31 Decomber 2017
Key
management
porsonnal  Sharebolders
8o 80
Statutary dapasi! . -
Cash and cash squivalents - -
Available-for-sala nvassments . 80,918
Takahd and retakalul baences recahable - 342,619
Amounis due from related parties v o
37 Dacamber 2016
Key
managemaen|
personne’ Sharehoisers
80 80
Statutory deposit . 125,000
Cash and cash equvaienis - 478,128
Avalabie-for-sade vesimants . 140,304
Takatul and retaatyl balances receivatie 4,235 58,506
Amounts due from relaled parties . 654
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Takaful International Company B.5.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2017
18  RELATED PARTIES (continued)
Compensation of key managemsent parsonnel

The remuneration of direciors and athar menbers of key management during the year was as foliows:

Salacien snd benefils
Remuneration and atiendance foes 10 Diractors
Employees’ end of serdce benefits

19 EQUITY AND REBERVES

Authorised share capltal.

Ordinary shares
200,000,000 crdnary shares of 100 fils each

(2016° 200,000 000 ardinary shares of 100 fis sach)

Isowed and fully paid.up capital:

Ordinary shares

62,500,000 cednary shares of 100 fils sach
(2018: 62 500,000 ardinary shares of 100 fis each)

2017 2018

(1] Bo
Qs.340 425,340
71578 £6,343
15,768 15,765
12784 506 448
31 Decambder 31 Decomber
2017 2018

BD 8o
20,000,000 20,000,000
6,250,000 8,280,000

During the yeir the board of direcions in ther meeting hald on & November 2017 have appeoved the
recommeandaton (o increase the pald capilal of he Company by BD 2,250,000 The recommeandatcn
would be presentad to the Company's sharehoiders for spproval in the EGM 1o be heid on 18 March

2018
Additional information on shareholding

pattarm
i) The names and saionallies and number of shares held by e major shareholders |
hokding 5% and more of the issued and fully paid-up share caphal as a1 31 December 2017 and 2016

rospectively is a2 follows:

Name of the shareholders

Sabran Xuwatt Insurance Company
Al Amana Alama State of Kusail
Indermnational iwvesiment Group

Name of the sharehciders

Batvan Kuwail Insurance Company
Badvsin lamic Bank BSC.

A Amana Alama Sate of Kuwait
Inlsmational invesiment Group

Intarest
42,048 237 67.28%
§,250,000 B.A0%
3,901,487 £30%
31 Docember 2016
Number
shavsholding
of shares inferest
25 582 BAS 40.93%
14220485 22.716%
5,250,000 B.40%
3901187 6.39%
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

19 EQUITY AND RESERVES (continued)
§) The Group has onty one dlass of equity shares and the helders of the shares have aqual veting righis.

i} Tha distrisetion pattern of equity shares, salting cut Ihe number of shareholders and percantages in

the fofowing categories Is as follows:
31 Decomber 2017
“Parceninge
of toral
Number of Number of outstanding
shareholders shares shares
Less han 1% 198 6,195,820 8.97%
1% up 10 less han 5% 3 5,014,705 8.02%
5% up 0 leas Man 10% 2 9,241,187 14.79%
104 wp %o less han 50% 1 42 048,287 87.208%
202 62,500,000 100.00%
31 Decemper 2016
of fotal
Numbear of Nevmber of ouistanding
ahareholders shares sharas
Lass than 1% 224 8440776 13.51%
1% up 10 dess than 5% 3 8,014,706 $02%
5% up 10 Weas than 10% 2 9,241,187 14.79%
10%% up 1o less than 50% 2 36,803,301 63 69%
231 62,500,000 100.00%
Statutory rosorve

As required by Ihe Bahvain Commarcial Companss Law and he Insurance Regulations conlained in
Volume 3 of v Cenlral Bank of Balvain Rulsbook, 10% of the peofk: for the yoor i (10 be Sansferred 1o
& staory resenve unti such time as the reserve equals 0% of the pasd up share capital. The resernve
is rot avalable for distribution except in such choumstances as stpulated in B Bahrain Commercial
Companies Law and fallowing approval of he Central Bank of Bahmin. Duing the year erded 31
Decembier 2017, e Group transferred an amount of 80 2,314 (2016: BD 35,661) 1o the sialulory
a8V

Goneral reserve

Approprighons to the general reserve are made as proposed by the Board of Direciors and approved by
™he sharehoiders. The reserve reprasents retained esamings and is svailable & dstribulion subject
approval of the Cendal Bank of Bahrain.

Dividends
There s no dividand payabie fo shareholders for the year ended 31 December 2017 [2016° NI
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Takaful International Company B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

20 OTHER LIABILITIES AND PROVISIONS

31 Docomber 2017
— Share
hoidars rakafui takaful Total
80 80 8D 80
Siall ralabed scoruale 166,573 . - 166,573
Unciaimad shass of profits 104,570 7588 - 112,158
Accruals & other payables 404,741 587,700 1,867 854,430
675,484 505,318 1,967 1,273,169
EEEvsS——
31 Docernber 2016
Share Famiy
holdevs fahalu tavaly Tota!
80 80 AD 80
Sta¥ related accruals 22997 - . 22551
Unciaimed shaea of profits 110,128 1500 - 147,715
Accruals & cther payables 472,807 740,704 1,666 1,215,277
812,703 748204 1968 1,662,663
T ee———————— Sttt |
n GROSS CONTRIBUTIONS
31 Docember 2017
Genersl Femity
takaf/ whaful Totw
Led by the company - nel of refunds 17,266,306 1,584,184 10,850,490
Led by other insuranca companies - Company's sharo $03,509 - 803,509
18,060,015 1584104 19,853,099
L ———— ——— 3 —— B aaa et e 4
31 Docernber
2016
Genernl
takafu! takaly Total
Led by the company - nét of refunds 19,060,813 1867284 20,637,087
Led by othar insurance companes - Company’s share 1,220,653 1,220 653

20,290,466 1857254 22,167,780
S ——

22 MANAGEMENT, GENERAL ADMINISTRATIVE EXPENSES AND DEPRECIATION
31 Dacemnber 31 Decomber

2017 2018

BD B8O

Employee related costs 2,084,800 2,211,897
Depreciston 252177 240,978
Other operating expenses 780,575 757,220

3,136,382 3,180,092
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Takaful International Company B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 Decamber 2017

23  EMPLOYEES' TERMINAL BENEFITS

The contributions made by the Group towards the pension scherme for Bahraini nafionads sdminislared by
the Sock¥ insrance Organisatcn in the Kingdom of Bahrain for the yesr ended 31 December 2017
amcunted to BD 131,320 (2015: BD 141,358}

The moverment in leaving incemnity labiity applcable to empioyees i as folows.

31 Decomber 31 Decernter

2017 2016

BO an

Opening dalance 245,666 213317
Accruals for e year 126,885 42115
Fayments during the year {67 468) (5.764)
Closing balance 306,185 245668
Total nember of staff employed by the Group 102 13

24 WAXALA FEE AND MUDARIB SHARE

The sharehoiders manage the general and family takaful cperations for the partcipants’ and charge 20%
(2016: 23%) and 29% (2016: 38%) respecively of gross contributions as a wakals fea. The shareholders
2iso marage the participants’ westment funds as a mudanb and charge 16.5% (2016 21.3%) and 25%
(2016: 25%) of the general lakaful and family lakaful imvesiment income eansd by e paricgantsy’
investment funds, respectvely. The maxdmum chargeable wakaa fee and mudanb share. 85 approved by
e Shar'a Supsrvisory Board, are 35% (2016 35%) and 25% (2016: 25%) respeciively.

Yoar ended
31 Doomwul
Share- General Family Yotal
holdors taksdol takaful
80 8o 80 8o
Deposit income 17,266 70,060 2165 109,766
Proft on Invesimant securities 700 26,305 73630 170,026
Dividend income 3580 7,207 3488 19,463
Reaised ar value (lossesjigains
on sak of Invesimend securbes 45,240 20,083 (3,699) 68,600
142272 130,516 95,068 367 865
— e —— T
Yesr anged
31 Decoamber 2016
Sthars- Ganaval Famdy
hoiders tokaful takaty Total
8o 80 80 8o
Deposit income 11,532 49752 20611 69,695
Profit on iwestmant securities 75,268 (13,255) 97,115 188,119
Dindend income 10,508 1518 1,603 13730
Realsed lar value (lossesVoans
on sals of invastmen! tecurities 35,266 182N 13,632 685168
133,676 53276 440,561 RT3
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Takaful International Company B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 Decamber 2017

28 OTHERINCOME - NET

Year onded Yoar anged
31 December 31 Docamber

2017 2016
80 a0
Other Income
TPA fes and cther income {subsialary) 363,756 X823
Remtal income 26,700 27100
Proft on sale of equipment 2,001 5253
Foreign axchangs gain . 3581
396,647 304 254
Other expense
vestment experse {6,508) (11,519)
339,033 202 445
PE——PEEEE

27 EARNINGS PER SMARE

Basic earmings per share are calculated by dwiding the et proft aliributable % the shareholders by the
weighted average number of ordnary shares issued during e year,

2017 2016

8D 80

Not profit/ loss) 23,140 366,607
PEE—————

Weighted average numder of ordinary shares Lsued 62,500,000 62,500,000

Eaenings per share 0.37 Flis 635 Fis

The Group does not hava any potensally cilutive ordnary shares, hante the diluted aarnings per share and

carmnings per share are identical

Cthor information

Proposad cash dividend par share - .
Nel assel vale per share 102 Flis 100 Fis
Share price par Bahrain Bourse at 31 Decembar 100 Flis 100 Fis
Price Lo saming rafo al 31 Decamber 270 Times 46 Times
Tetal market captalisation at 31 December (BD - thousand) 6280 6,250
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Takaful Internaticnal Company B.5.C.
NOTES TO THE CONSOLIDATED FIMANCIAL STATEMENTS
For tha year ended 21 Dacember 2017

28  SEGMENTAL UNDERWRITING RESULTS

Business segmants — primary reporting segment
For management purposes, the Group s onganised info depariments based on the classes of insuned
riaka. The repaitalibe operaling segmants of the Geoup are a8 lalows:

Fire ard general takaful offers insurance policies |o cover various raks of fire, sabotage and lemanism,
enginaanng and ganeral eocident.

Mobor leatul offers imsurance policies 1o cover rishs of molor thind party, mador comprehersive and
eatended warmanty;

Marine and aviation takaful offers irsurance policies to cover nsks of marme cargo, marine hull and
Bvialsan

Medical takatul ofigrs insyrance policies to covar risks of medical contingances and expansas.

Family takalul offers insurance polcies v cower rigks of group lekalul and group credil, proleclion
[decreasing fern assurance! life jerm sssurance] and also for group savings, individual sawings,
Bducation and cash Badh

Marmgement morbars e undarwiting resuts of the aperating segmaents separabely for tha purpeas of
making decisions about resource aliocation and performance assessmenl Segmend performance is
evaluated based on underariting profit Tha folowing 1able presents of segemen rEveniues, messLrsment
all segmenil profil for the pear and their recongliation ba the Srowp's income and prafil for the year.
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Takaful International Company B.5.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

28  SEGMENTAL UNDERWRITING RESULTS (continued)

Geographical segments ~ secondary reporting segment

A gecgraphical sagment is angaged in peoviding producls or services wilhin & parficulsr economic
erndronment that are subject fo risks and retum that are diffesent from $hose of segments operating In other
SCONOMIC srwironmants,

The Geoug's actvities ara to manage the General and Family takaful actvitas and iwesiments by adopting
wakaa and mudarabhs models respectively, on behalf of the participants in accardance with the Islamic
Shaxi'a principles.

The geographical segment reparting of the Group as at 31 Decomder 2017 and 2016 5 a5 folows:;

Gross contributions by Noo-current assets by location
o easlon wf snaomm

2017 2016 017 2016

B0 [ ap 20

Kingdom of Bahrain 19,342,067 20,959 664 2,083,013 2,231.522
Stale of Qatar 311,832 1,183086 R 41,003
19,653,809 22,157,750 2,083,013 2272525

280 RISK MANAGEMENT

Financial instruments consist of financial assets and financal Ieblites. The Group has no denvative
financial mstruments

Financial assets and liabilties carried on the consoldated statement of financlal pastion include stabuory
deposits, cash and cash equivalents, avalable-for-ssle investments, relskaful and tskaful receivables,
retaksfis ond takaful payables, cther labiities and amounts payable %0 sharcholders. The paricular
recognition mathods adopled are disciosed in the ndividual polcy sialements associated with each |lam

Risk management

The Boarc of Directors has oversll responsibilty for the delerminstion of the Growp's risk managemant
objeclives and policies. Whils! retaning ullimate responsibiity for them, it has delegaled the sulhonty for
dasigning and operaiing processas that ensure the affecive Impiementation of the objectives and policies
10 he Group's finance funclion. The Board receives monthly reports from the Financal Contraller ihrough
which it reviews the affectvenass of the processas put i place snd the appropriateness of the objectves
and policies it sals. The Group's inlemnal auditors a8 review the risk management policies and processes
and report Meir fndings 1o the Audt Comminae,

The overall cbjective of the Board is fo set policies that sock 10 reduce risk as far as possible without
unduly affecting Ihe Group's compatitiveness ard flaxiiity.

The risks involved with financial instruments and the Group's spproach 1 mansging such nisks are
discussed below:

Takatul risk

The risk under & takalid contract & the possibilty that the insured evert occurs and the uncartainty of the
amount of the resuling claim. By the very nature of a takaful contract, this risk is random and therefore
unprediciable. The principal risks that the Group fsces under such contracls & the occurrance of the
insured event and the severity of the reported claim. The Group's nsk profe is improved by diversificalion
of dese risks of losses (o & largs portiolio of contracts as & diversified portfolio is less liely to ba aMeclsc
by an unexpected event In 3 sihgle subset,

40
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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28 RISK MANAGEMENT (continued)

Takaful risk (continued)

The Group principally is2ues the falowing types of lakaful contracts: Medicad, Motor end Fire and General
Accident Risks undar these policies usually covar twelva months. For Ganeral Accident takafdl contracts
the most sigrificant risks arise from accidents, cimate changes, natural dsasters and lanorist activities
These risks do not vary significandy In relation to tha locston of the risk insured typa of risk insured or by
industry.

The primary fisk control measure in respect of insurance risk Is the transier of the risks to third partes via
ratakatul, The retakaful business ceded 15 placed on a proportional and non-proportional bass with
relention limits varying by ines of business. The placements of retalaful contracts are diversfied so that
the Group Is not dapendant on & sing's redakalid operalor of 8 single retakaty| contract.

Retakalul is used lo manage insurance risk. Ahough tha Group has retakaful arrangements, they da nol,
however, discharge the Group's Kabilty as the primary takaful operator and thus a credk risk exposure
ramans with respact (o retakalul ceded Lo the extent thal any retakalul opersior may be unable 1o meet its
obiigations urder such retakaful arrangements. The Group minimises such credit risk by entering inlo
retakaful arangaments wilh retakalul operalors having good credl ratings, which are reviewed on & ragular
basis, The creditaorthiness of relakaful cperators s considered on an annual basis by reviewing their
finarcial strangth peior 1o finakizalion of aryy conlract Reserve riaks are conlroliad by constantly monoring
Ihe provisions for claims that have been submitied bat not yet settled and by amending the provisions, if
deamad Necessary

The Group does not have any single lakaful contract or 3 small numbaer of refated contracts that cover low
fraquancy. Ngh-saverily raks such as earthquakas, of 1skalul contracts covenng risks for singfe incidents
that expose the Group o multiple takaful risks. The Group has adequately reinsured for takahd risks that
may Invoive significant Rigation, A 5% change in tha avarage cisims ratio wil have no material impact on
the statement of profit or loss (2016: same). The geographical and segmental conceniration of takaful risk
is 881 out in nots 28.

Retakaful risk

Retakafsl is usad o manage lakaful risk.  Although the Group has retaksful arangaments, tis does nol,
however, dscharge the Group's lablity as prmary insurer, Thus a credit risk remans with respect lo
relakafd ceded if any redakaful Group is unabie 1o masl s obigations to the Growp under such retakalul
amangemants a5 the Group remains |iablities for the gross claim. The Geoup minimises such credil risk by
endaring inlo ratakakul acrangeaments with counter-parties having good cradit ralings. The creditworthiness
of retakaiul companies is re-assessed annually by reviewing their firancial strenglh and credit rating prior lo
finalisation of any conlracl Solvency risks aee controliad by regularly monitoring the provisions for claims
that have been submitted but not yet sestied and by amending the provisions, if deemed necessary.

Profit rate risk

Profit rate risk is ine risk that the value of a financal instrument will fuctusie cue o changes In market
profit rates. The Group Is exposed 10 market risk wih respect 1o s islamic investments, The Group Imis
market nsk by martaining a diversified porticlio and by continuous monitoring of developments in
intematicnal invastmen! markels, In addtion, the Group actively monitors the kay factors that affect stock
market movements, including analysis of the cperaional and financial parformance of invesiments. The
Group's othar assets and liabdses. In the apinion of the managemant, are not sensitive (o profil rase risk,

R
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2%  RISK MANAGEMENT (continued)

Currency risk

Cumrency risk is Ihe risk that the fair value of fulure cash fows of a fnancial instrument wil Suchuale
because of changes n foreign exchange rates. The Group's prncipal transactions are carmied out iIn
Bahvaini Dinar, Qatari Riyal and USS. As the Bahreaini Dinar and the Qatari Riyal are pegged (o the United
States Dollar, the Group's expasure to currency risk |5 consicered minimal by managament. The lable
below summarises the Group's exposure 1o foreign cumency exchange rale risk al the consclidsted
statemnent of fnanciail postion date by categorising manetary assats and labiities by major curmencies.

The nel exposura o market rsk al the reporing date is the carrying value of the financial assets classified

as avilable-for-sale investments.
JT Decamber 3017
-
Bahveini Dioar US Dollars Riyals Others Totsl
a0 oo »o »o [
el pose 1,166,000 3647 620 118,508 463200 504 387
s = = e ————————
37 DocamDir 2008
G
Bavenry O US Doty Fpaty Cibay Toiw
a0 1] 80 [ [ )
Net saposure 22215 3473970 152851 26 07 6 150,087
—_— ——— e —— e — — ———
Price risk

Price nisk Is the nsk that the vaiue of a Snancial Instrument wit fuctuate as & resull of changes in markel
prices, whether those changes are caused by factors specific fo the individuad security or its issuer or
facices affectng &l secunlies raded in the markel The Group is axpesed 1o price risk wih respest o Iis
vesiments (quoled and unguoled shares, sukuks and managed funds).

The Group 8 exposad 10 markel risk wilh respect 10 #s invesiments in equites, managed funds and
sukuks. The impact on investmant fair value reserve and equity of a 1% increasaldecrease in phices would
be +~ ol BD 56,044 (2016: +/~ of BD 49,558).

The management bas sat Lp an Investmant policy to manage &5 imvestmort portfolio, The Group Imis
market fisk by manlaining a diversified portfolio and by continuous monitoring of developments In
inlemational equity and bond markals. In addition, the Group actively monkors the key factors that affect
stock markel movements, inciuding analysis of the oparational and fnancial parformanca of Investess

A geographical ansalysis of the Group’s avalable-for-gale invastments is:

31 December 31 December

2017 2016
80 BD
Kingdom of Bahrain 1,949,714 2,496 846
Other GCC countries 2,869,449 1.177,080
Asa 475,706 936,723
Other countries 189,518 73,8520
5,604,387 4,686 560

P —
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20  RISK MANAGEMENT (continued)

Credit risk

Cred risk Is (he risk hat one party to a fnancal instrument will fail lo discharge an obligasion and cause
the other party lo incur a financial loss, The Geowp adopis policies and procedures in order 10 malnain
crodit risk exposures within imits. Thees limils have been set on the basis of the types of exposwures and
thva credit raing of the counter party and are regulary monkored by the managemant

For all classes of financial assets held by the Group, other than those related 1o retakalul contracts as
described In takatul risk above, the madmum credit risk exposure 1o the Geroup @ the camying value as
disciosed in Lhe consclidated statement of financisl posion,

The Group doss not enter into dervalives to manage credit nsk, athough in certain isolsled cases may
lake sleps lo miigale such fisks if % is sufficienty concentrated, Cuantitative discliosures of the credit risk
exposure in refation 1o financial assets are sel oul below

At 31 Docomber 2017
Carrying Maximum

Financial assets value AXPOSUe

8D 80
Cash and banrk balances 5,534 886 5,534 586
Takalu and relskaful balances receivable 8,889 067 9,889 067
Retakald ehare of cutsiancing caims 7,284,499 7,294 498
Other receivables and prepayments 361,687 361,687
Stabutory deposil 125,000 125,000
Total financial assets 23,208,239 23,208,229

At 31 Decomber 2016

Camying Maximum
Einancial accote walo SRPOSNT

8o ao
Cash and bank baances 7.608,103 7,608,103
Takaful and retakafiil balances receivable 8,018,825 0,018 826
Resakaful share of cutstanding clams 8,901,952 8,901,662
Other recervadles and prepayments 445,080 420 060
Statutory deposit 125,000 125,000
Total financisl assets 26,102,981 26,102,561

The Group seeks to imil fts cred® risk with respect to parficipants by sefting credit limits and monilofing
outstanding recelvables

43
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29 RISK MANAGEMENT (continued)

Liquidity risk

The table below summarises the maturity profile of the assels and liabiities of the Group based on
remaning undscounied contraciual obligations. As the Group doss not have any interest bearing fabiities,
(ha iolais in (he table match the consoldsied statement of financial pesition.

31 Docember 2017
T Omeyewor Nom Samons
Msa yow No fwrmy Total
L] RO ap 80
ASSETS
Cash snd bant balances 5534988 . 125,000 5,858, 588
Vresnronts wn 4801570 LE
Tarsfid aed retabatst balances recatvabio 7980882 1,928 388 - G880 087
Fatakcalyl share of oslstanding claims T2 A0 - - T4
Oufured neaisful cortricution 2167078 - . eran
Oofered scquslion costs AL 402 . . 54402
Retokatud share of lamily takafd
technical resevves e - s 383852
Praparty ard equpment - - 2,083,013 2083013
Othwt scavabins ard prepsyments 181 887 - - 01,6587
Asceveths hom ks lerds 916,505 . - 016888
6016578 6570066 2,208,313 M B16546
LABLITES
Gross sutslanding cladns 10,708 923 - - 10,796,029
Ursarmae conlebyions 195,744 - - 0158, 744
Uradmed mtucsfid commsasm 22,58 . . 332880
Family ikl locrrsce msnrves 208074 - - 2083704
Takalul asd rotahads payabies sS4 A0 - - A7 A0
Other babdtios and provaions 1273168 - . 13700
Emplcyres’ tarmingl Senelts . J05,188 . 306 8
Payabe 1o sharercidons 916,585 - . 016,518
20,996,100 105,185 . 2001 .20
A _
37 Decwnder 2016
one
Gon yow or loss ™ No deemy Tols
ED Bo 80 80
ASSETS
Cash ond bark balances 700000 . 125,009 7733103
Irvams tmermis 443830 42330 . 45N 550
Talcatal mod retashis Swances moefasbin 4,088 1e0 "ot - a0l e
Relabadal sharm of outatanding cherms 8901 992 - 890 952
Defermes retadkalul contridution 303038 . . 3030352
Defermod policy acquisiion costs 705,738 . . 6720
Retabatad share of famiy takalad
techrical rosarves 1707 305 - LTOT 500
Prapadty sad squipmant - - 1272525 22288
Othar rocomabies asd prepiyments 445060 - ' 440,080
Recevelie from wahads fands 8,532 . v 963 532
31 906 660 5,187.009 2,297 525 A2
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28 RISK MANAGEMENT (continued)
Liguidity risk (continued)

31 Decanber 2018
Mom o

Cow ypeev or lpes o e ooy Tore
BO 80 80 80

LAsRITES
Gooss cunstandeg Sasms 11,738 456 - v 1,728,456
Unsamed coslrbutiors 8888 453 - - 0,688 453
Ursamed refakafl sommissians 485316 - - A58
Fanity takafid Inchncal msares 2.780 386 . - 2,700 300
Tanalul and reishabhst parpabies 6824012 . . 8834812
Ouher BatiRies 208 prowsices 1552 963 - - 1,582 953
Enpleyoes’ i2mmingl teseis - 208588 - 245,680
Payatie (0 sharetoiden 963,532 . - 982532
33084 448 245 568 - 310,518

—_—

30  CAPITAL ADEQUACY AND SOLVENCY MARGIN REQUIREMENTS

Solvency margn requirements are determingd in accordance with the reguiatory requiremants establishad
by e Central Bank of Bahrain and are calculated with reference o a prescribed contributions and claims
basis. Wnere these caculatons resuling solvency margin requirements faling below e minimum fund
sze prescribed by regulations, such minimum fund sze is considered as the required margin of solvency,
The sharehoiders’ svailable capital for the Company is 8D 6,314,000 as of 31 Decamber 2017 (2016: 8D
5,845,000). As st 31 Decernber 2017 the deficiency of capital amounted to 8D (2,322,000) compared %o BD
{1.163.000) as ot 31 Decamber 2018, aftar considering the net admissitie assets of General Particpanis
and Family Takaful Funds %o cover solvency margin BD 4,687 000 compared to BD 3,282 000 and the
required solvency margin of BD 2,453,000 (2016: BD Z,465,000)

Dwing the year ended 31 December 2017, the Group's Board of Directors submitied & a lefter 1o the
Cenirad Bank of Sahrain proposing addiional caphal injection. Further, the Boerd of Directoes In ther
meeting held on & Novemnber 2017 have approved the recommendation lo increase Lhe paid capital of the
Company by 80 2,250,000. Tha recommandation would te prasented %o the Company's sharehoidars for
approval in the EGM to be beld on 18 March 2018

31 SHARI'A SUPERVISORY BOARD

The Group's business actvities ame sublject 1o the supervision of @ Sharla supervisory Board consisting of
three members appontad by the Board of Direclors. The Shari'a Supernvisory Board performs 8 supervisory
role In ordar % daterming wheshar e cperations of the Group are conducted in accordance with Islamic
Shari's rules and principles.

32 ZAXKAH

Zakah of BD 109,045 at 1.75 fils per share (2016: BD 103,568 &t 1,66 fils per share) Is to be drectly borme
by the sharcholders and, accordingly, the consobdaled financial statemants includes no provision for
Zavah, The components used in the competation of Zakah are share capital, statutory reserve, general
reserve and refained earnings, participants’ equity and peoparty and equipmeant. The basis of comgulation
s approved by the Shael'a Supervisory Board and !he amounis payable are notified to the shareholders.

33 EARNINGS PROHIBITED UNDER SHARIA

Thera were no amings retaned durng the year (2016 NI) from lransactions which are not permilled
undexr Shar'a
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 Decamber 2017

34 CONTINGENT LIABILITIES

Tha Group &5 a dafendant in & number of cases brought by takaful conlract holders in respect of ciaims
which the Group disputes. While # |s not passible to predict the evenhual cutcome of such legal actons,
e Draclors have made provisions which, in Iheir cpinicn, ans adequats 1o cover any resullant labiles.

35 COMMITMENTS

a) Cparaling Isase commitments
The minimum lease commitments under cancalisbia operaling Jegses sce as folows:

31 Decamber 31 Decambww

2017 2016
8o ao
Not later than 1 year 33,132 63,239

&) Othar commitments
The commitrments fowards avalable-for-5ale Invesiments are a5 follows:

31 Docomber 37 Decomber

2017 2018

&80 an

Avalable-for-gale investments 6,387 6,387
—_—

36  QARD AL HASSAN

In accordance with tha capilal adequacy requirements of the Central Bank of Bahrain' Insurance Rulebook,
there i nc Qard apportionment made through the insurance Firm Retum for the year ended 31 December

017,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2017
R ] FINANCIAL INSTRUMENTS

Set out below 5 an ovenrview of the financial instruments hekd by the Company as at 31 December 2017

and 31 Decamber 2016:

Statulory deposit

Cash ard bark balances

Invesiments

Takafd and retakatul balarces recevable
Retakafs share of culstarding claims

Retakahs share of family takaful technical reserves
Other receivables and prepaymants

Groas oulstanding claims
Family takalul lechnical reserves
Takalul and relakafl payables
Other labilities and provisions
Employees’ leemingl benefis

Stalulery deposit

Cash and bank bafances

Irvestments

Takaful and resakafs balances recalvable
Retakatul share of outstanding clalms

Relakatul share of tamiy takaful technical reserves
Othar mcaivabies and prepayments

Gross ocutstanding claims
Famly takaful technicol reserves
Takaful and retskalul payables
Othver liabifties and peovisions
Emplayess’ terminal bansfils

31 Deceamber 2017
Avsiiable-
for-sale Receivablos Total
8D BD 80
. 125,000 125,000
- 5,534,986
5,804,387 - 5,804,337
. 9;.'-“7 m.m
- 7,294,499 7,284,459
. 383 802 383,882
- 361,687 361,687
5604387 23,589,131 29,193,518
— P
Financlal
Lisbilities
Bo
10,786,929
2,063,704
5427 410
1,273,168
305,188
19,868,387
S ————————
31 Decamber 2016
Avalatve-
for-sals  Recsivablas Tolal
(=) B0 BO
- 125,000 125,000
- 7,608,103 7,808,103
4 886 569 . 4,886,568
- 9,018,826 9,016,826
- 8,801,862 8,901,982
- 1,707,505 1,707.506
- 449,060 449,060
46886588 27810488 32487055
eSS SP—
Financial
Liabities
80
11,738 456
2,780 8¢8
6,824 812
1,662 983
245 gee

23,182,808

“0
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38 FINANCIAL INSTRUMENTS (continued)

Valustion methods and assumptions
Far valug is the price that would be recenved 0 sell an asset or pakd to transfer 8 liabilty in an ordady
fransaction between markst participanis at he measurement dale.

Fair valuos of quoled securlies are desived from quoted market prices in active markels, i avalable For
unquoted securities, far value is estimaled using appropriate valuation techniques. Such lechniquas may
include using recent am's length marked lransaclions; reference fo the curent fair value of another
insbrument thal is substantially the same: or other valuation models.

The far vakues of the funds that are Bsled on active markets are delermined by refarence 1o their quoted
bt pricas. The fair values of unisied funds are basad on nat assel values which are determined by the
fund manager using e quoled market prices of the underlying assets, # availlable, or olher accaplabie
methods such as a recent price pald by ancther investor or the market value of a comparable compary.

Fair value hierarchy
The Company uses the folowing herarchy for determining and disciosing the fakr value of financil
Instruments by valuabion technique

Level 1: quoted (unadusted) prices in active markets for identical assets or lebililles,

Level 2: oher lechniques for which all mpuls which have a significant effect on the recorded far value are
otservable, akhar direclly or indirectly, ard

Leoved 3; tochaiques which use inpuls which have a signficant effect on the recarded fair value that are nol

based on observable market data,
31-December-2017
Lovel 1 Lovel 2 Lovel 3 Total
8D 8D BD BD
Avallable-for-sale Investments
Qualad aguihes
Banking 1,457,487 - - 1,457 487
Trade and commerce !N - - o701
Industrial 9,400 - - 9,480
Communicalions 7,634 - - 753
Corsumer senice 239,873 - . 238873
Real estate & constncson 982,695 - . 888,685
FMCG 33,683 - - 33,683
Other saciors 197,304 é51 - 188,045
Ungualed aguily nvestiments
Insurance - 80,268 - 80,268
Real estate & conssruchon . 213,904 - 213,984
Industriad - 58,625 - 56,625
FMCG - 187,353 . 187,353
Logstcs & Shipping - 55334 . 58,334
Consumer sarvce . 294441 - 214441
Ciher managed funds
Real estate & construction 328,978 - . 326,976
Olher sectons 558,568 - . 556,568
4785721 808,685 . §,604 387
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38 FINANCIAL INSTRUMENTS (continued)
Falr vaive hisvarchy (continued)

31.Dacamban2016

L 1 Lovel 3 otal
BOD B0 BD 8o
Avallable-for-sale investmants
Quoted equiies
Banking 764901 - - 764,901
Trade ard commerce 585,052 . . 585,082
Industrial 6,400 - - 6,400
Consumer service 175,285 - - 175,285
Other seclors 1,435,643 648 - 1,435,289
Unquated aquky invesiments
Insurance - 50,268 - 80,268
Consumer service - 1,186,561 - 1,186,561
Other managed funds
Omer seclors 451,813 - - 451,813
3418094 1267478 - 4,688 565

Date of vakation was 31 December 2017 for the current perod and 31 Decambar 2018 for the
comparalive penods respectively
In case of available-for-ivesiments, the impairment charge i the statement of profit or icss would depend

on whether the decline Is significant or prolonged. An increase in the fair vaiue would only impact equity
{through other comprehendive income) and, would not have an smpact on the statement of profit or loss.

Transfers betweon Level 1, Level 2 and Level 3
During the year ended 31 Dacember 2017, there were no fransfers between Level 1 and Level 2 fair value
hierarchies, and no transfers inlo or out of Level 2 fair value hiararchy (2016 : No transfer)

Carrying amount and falr values of financlal instrumants not carmried at falr value

The managemen! sssessed that the far values of cash and bank balances, insurance receivables,
recnsurers’ share of iInswance lablities - reportad clatms, Insurance latiltes - reported clams, payabies 10
mswance and reinsurance comparies, policybolders and other payables, approximale their carying
amounts largely dus 1o shorterm matwrities of these mstruments These financial instruments are
classifiad under level 2 of the fair value hierarchy.

38 CHANGE IN ACCOUNTING ESTIMATE

Ouring 2017, management reassessed the method of cacuiaing ungamed revenus from 1/24th method 10
17365t methed from 1 July 2017 ormweeds on the basis that underlying revenue agreemeanls ara enlered
o for 3 period of one year and aMOorising Such revenues over the year Is a more accurate method of
recognising its revenues. This change in eslimate of revenues was in effect fom 1 January 2017 by
amortisng helr revenues over one yaar perfod. This change In accounting estimate resulied in @ decrease
of BD 384,662 in the operating revenue for the year,
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39  CHANGE IN ACCOUNTING ESTIMATE (continued)

Cunng 2017, managemant aligred tha policy for depreciation for propesty. plant and equipment in iine with
he Group accounling policy. This change In sccounting estimate resulted in an Increase of BD 43,024 in
the dapreciation expansa for ha year,

40  COMPARATIVE INFORMATION

Till 31 Decambar 2016, the Group used 1o dassify ancifiary fae income 38 pant of other income.
from 1 January 2017, the management has aigned |e policy in line with the Group and
anciliary fse ncome fo gross contrbutions. Managemant beleves this provides & more
presentation. The reciassification did not resull i any changes to previously reporied proft and retain
8amings for the yaar ended 31 December 2016,

§

il

Tha summarisad effects of the above change are as folkws!

31 December 2016 31 Dacembar 2018
Ganaral Takatul Tolal
(Praviously (Previouvsly
rapovted) reportsd)
80 8o ap 80
Conschaated statemant of profl or loss

Gross contrivutions 20,280,465 18057868 22187780 20928150
Ketakatul shara of gross contnbutions (6,632,333) (5,239,023) (7,265560) [6.872,358)
Nel sarmed commission income Q37,160 G37,180 G945 803 948 503
Other tadatul Income 6,740 £46,030 14,250 853,540
Olher takaful expenses {410,048) (410,048} (425.751) (425,751)
14,191,865 14,191,885 15,426 083 15,426,083

Nat impact on pro®t - -

o1
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