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Ernst & Young Middle East Tel: 4973 1753 5455
P.0. Box 140 Fax: +973 1753 5405
10th Floor, East Tower manama®@bh.ey.com

Building a better Bahrain World Trade Center C.R. Ng. 29977-1

working world Manama .
Kingdom of Bahrain

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
TAKAFUL INTERNATIONAL COMPANY B.S.C.

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated statement of financial position of Takaful
International B.S.C. (the "Company") and it's subsidiary (together the "Group") as of 31
December 2019, and the related consolidated statements of income, changes in owners'
equity, changes in participants' fund and cash flows for the year then ended and a summary
of significant accounting policies and other explanatory information. These consolidated
financial statements and the Company's undertaking to operate in accordance with Islamic
Shari'a Rules and Principles are the responsibility of the Company's Board of Directors. Our
responsibility is to express an opinion on these consolidated financial statements based on
our audit.

We conducted our audit in accordance with Auditing Standards for Islamic Financial
Institutions issued by the Accounting and Auditing Organisation for Islamic Financial
Institutions ("AAOIFI"). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the consolidated financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by the Board of
Directors, as well as evaluating the overall consolidated financial statements presentation. We
believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Group as of 31 December 2019, the results of its operations, its cash
flows, changes in participants' fund and changes in owners' equity for the year then ended in
accordance with the Financial Accounting Standards issued by AAOIFI,

Report on Other Regulatory Requirements

As required by the Bahrain Commercial Companies Law and the Central Bank of Bahrain
(CBB) Rule Book (Volume 3), we report that:

a) the Company has maintained proper accounting records and the consolidated financial
statements are in agreement therewith; and

b) the consolidated financial information contained in the Board of Directors' report is
consistent with the consolidated financial statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
TAKAFUL INTERNATIONAL COMPANY B.S.C. (continued)

Report on Other Regulatory Requirements (continued)

We are not aware of any violations of the Bahrain Commercial Companies Law, the Central
Bank of Bahrain and Financial Institutions Law, the CBB Rule Book (Volume 3 and applicable
provisions of Volume 6) and CBB directives, regulations and associated resolutions, rules and
procedures of the Bahrain Bourse or the terms of the Company’s memorandum and articles of
association during the year ended 31 December 2019 that might have had a material adverse
effect on the business of the Company or on its financial position. Satisfactory explanations
and information have been provided to us by management in response to all our requests.
The Company has also complied with the Islamic Shari'a Rules and Principles as determined
by the Shari'a Supervisory Board of the Company.

Sanet ¥

Partner's registration no. 117
18 February 2020
Manama, Kingdom of Bahrain
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Takaful International Company B.S.C.

CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 December 2019 (Audited)

OPERATING ACTIVITIES

Net profit for the year

Surplus from participants’ operations

Adjustments for:
income from an associate
Gain on deconsolidation of a subsidiary (note 3.1 ¢)
Investment income
Gains on sale of investments at fair value through equity
Impairment on property and equipment
Impairment loss on investments at fair value through equity
Depreciation
Provision for impairment of takaful and retakaful receivables
Movement in unearned contributions
Movement in unearned commissions
Movement in transfer to family takaful technical reserve

Operating profit before changes in operating assets and liabilities
Changes in operating assets and liahilities:

Takaful and retakaful receivables

Other receivables and prepayments (note a)

Retakaful share of outstanding claims

Gross outstanding claims

Takaful and retakaful payables

Other liabilities and provisions (note a)

Employees' terminal benefits (note a)

Net cash from operating activities

INVESTING ACTIVITIES

Investment income received

Purchase of property and equipment

Proceeds from sale of property and equipment

Purchase of investments at fair value through equity

Proceeds from the sale of investments at fair value through equity (note a)
Bank deposits with maturities of more than three months (note a)

Net cash flow from deconsolidation of a subsidiary (note 3.1 ¢) [note a)

Net cash used in investing activities

FINANCING ACTIVITY
Additional paid-in capital and

net cash from financing activity
{DECREASE) / INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at the beginning of the year
CASH AND CASH EQUIVALENTS AT END OF THE YEAR

COMPRISING:

CASH AND BALANCES WITH BANKS

Cash and balance in current accounts

Bank deposits with maturity of three months or less

CASH AND CASH EQUIVALENTS

Bank deposits with maturity of more than three months

Cash and balances with banks as per
statement of consolidated financial position

The atiached explanatory notes 1 to 40 form part of these consolidated financial statements.

For the year ended
31 December
2019 2018
8D 8D
690,765 651,194
340,160 195,628
{51,116) -
(3,120} -
{539,243) {371,173)
{89,903) (165,884)
78,478 -
115,058 175,068
138,262 178,020
115,146 86,951
{216,508) 1,326,447
50,574 (154,733)
59,495 430,427
688,048 2,352,845
(191,033) (195,309)
{913,712) (873,898)
2,789,372 315,928
(1,944,674) (266,002)
81,015 (608,497)
1,184,318 1,321,293
26,355 (73,712)
1,719,689 1,972,648
539,243 537,057
{58,499) (54,832)
600,758 10,184
(1,175,386) {2,021,676)
1,708,718 1,031,821
(4,249,486) {2,595,229)
(941,296) -
(3,575,948) (3,092,575)
- 2,250,000
(1,856,259) 1,130,073
4,446,984 3,316,911
2,590,725 4,446,984
2,590,725 2,550,232
- 1,896,752
2,590,725 4,446,984
8,962,788 4,813,300
11,553,513 9,260,284

10



Takaful International Company B.S.C.
CONSOLIDATED STATEMENT OF CASH FLOWS (continued)
Year ended 31 December 2019 (Audited)

Note a - Non cash transactions

During the year ended 31 December 2019, the Company lost control in it's subsidiary Health 360 Anciltary
Services Co W.L.L {"H-360" or "the subsidiary"). The following non-cash adjustments took place in the
consolidated statement of cashflows:

For the year ended
31 December
2019 2018
8D BD
Deposits 100,000 -
Property and equipment 30,092 -
Investment in an associate 48,253 -
Other receivables 1,507,030 -
Employee terminal benefits (19,615) -
Other payables (2,353,051) -
(687,291) -

The attached explanatory notes 1 to 40 form part of these consolidated financial statements.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

1 ORGANISATION AND ACTIVITIES

Takaful International Company B.S.C. (“the Company”). The Company is a Bahraini public shareholding
company registered with the Ministry of Industry and Commerce in the Kingdom of Bahrain and operates
under commercial registration number 21100 obtained on 11 April 1988. The Company and it's
subsidiary (together the "Group") provide takaful and related products and services.

The activities of the Group are organised on the principles of Shari'a. The principal activity of the Group
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. The retakaful activities are organised on an underwriting year basis with the participants
pooling their contributions to compensate for losses suffered in the pool on occurrence of a defined
event.

The registered office of the Group is in the Kingdom of Bahrain. The full address is stated on page 2.

The consolidated financial statements of the Group were authorised for issue in accordance with a
resolution of the Board of Directors dated 18 February 2020.

2 BASIS OF PRESENTATION

Statement of compliance

The consolidated financial statements have been prepared in accordance with the Financial Accounting
Standards ("FAS") issued by the Accounting and Auditing Organisation for Islamic Financial Institutions
("AAOQIFI"), the Central Bank of Bahrain and Financial Institutions Law 2006, the Insurance Regulations
set out in Volume 3 and applicable provisions of Volume 6 of the Insurance Rulebook issued by the
Central Bank of Bahrain and the requirements of the Bahrain Commercial Companies Law, Decree
Number 21 of 2001. For the matters which are not covered by AAQIF| standards, International Financial
Reporting Standards ("IFRS”) have been applied. The accounting policies have been consistently
applied by the Group and are consistent with those of the previous year.

Accounting convention
The consolidated financial statements have been prepared under the historical cost convention modified
to include the measurement at fair value of investments at fair value through equity.

The preparation of consolidated financial statements in conformity with FAS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process of
applying the Group's accounting policies.

Functional currency
The consolidated financial statements have been presented in Bahraini Dinars (BD) which is the
functional currency of the Group except when otherwise indicated.

3 BASIS OF CONSOLIDATION

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if and only if the Group has:

- Power over the investee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investee);

- Exposure, or rights, to variable returns from its involvement with the investee; and

- The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

- The contractual arrangement with the other vote holders of the investee;
- Rights arising from other contractual arrangements; and
- The Group's voting rights and potential voting rights.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

3 BASIS OF CONSOLIDATION {continued)

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control. Consolidation of a subsidiary begins
when the Group obtains control over the subsidiary and ceases when the Group loses control of the
subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the
year are included in the consolidated financial statements from the date the Group gains contral until the
date the Group ceases to control the subsidiary.

Income and each component of other comprehensive income (OCI) (detailed in Note 38) are attributed
to the equity holders of the parent of the Group and to the non-controlling interests, even if this results in
the non-controlling interests having a deficit balance. When necessary, adjustments are made to the
financial statements of subsidiaries to bring their accounting policies into line with the Group’s
accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill),
liabilities, non-controlling interest and other components of equity while any resultant gain or loss is
recognised in consolidated statement of income. Any investment retained is recognised at fair value.

The following was the subsidiary of the Group:

Country of Effective
Name of the subsidiary incorporation ownership Principal activity
31 31
December December
2019 2018
Health 360 Ancillary Bahrain 40.5% 60% Third party administration

Services
*The subsidiary was deconsolidated on 16 July 2019 (note 3.1).

31 Loss of control in a subsidiary

As at 31 December 2018, the Company owned 60% of Health 360 Ancillary Services Co W.L.L (“H-360"
or "the subsidiary"). During the period, H-360 offered a rights issue to which the Company did not
subscribe. As a result, of not subscribing to this rights issue, the Company's effective ownership in H-
360 has decreased to 40.5% and the Company has also lost the power to govern the operating and
financial policies of H-360.

H-360 has thus been deconsolidated with effect from 16 July 2019 (“the date of loss of control’). The
remaining investment in H-360 has been classified as investment in an associate as the Company still
exercises significant influence over the investee.

The disposal has the following impact on the consolidated financial information for the year ended 31
December 2019:

3.1 a. Consideration received
The Company did not receive any consideration upon deconsolidation of the subsidiary since the loss of
control was as a result of rights issue.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

3 BASIS OF CONSOLIDATION (continued)

3.1 b. Details of assets and liabilities over which the Company lost control

16 July

2019

BD
Cash and bank balances 941,296
Fixed deposit 100,000
Plant and equipment 30,092
Investment in an associate 48,253
Other receivables 1,507,030
Total Assets 2,626,671
Employee terminal benefits 19,615
Other payables 2,353,051
Total Liabilities 2,372,666
Net Assets 254,005

3.1 ¢. Gain on deconsolidation of subsidiary

16 July

2019

BD

Net assets derecognised 254,005

Non-controlling interest derecognised {(101,601)

152,404

Investment in an associate recognised 155,524

Gain on deconsclidation of subsidiary 3,120

4 SIGNIFICANT ACCOUNTING POLICIES

The accounting policies used in the preparation of the consolidated financial statements are consistent
with those used in the annual audited financial statements of the Group prepared as at, and for the year
ended 31 December 2018, except for the new policies in relation to the Company's investment in an
associate.

New standards, interpretations and amendments issued but not yet effective

Standards, interpretations and amendments to existing standards issued but not yet effective up to the
date of issuance of the Group's consolidated financial statements are disclosed below. The Group
reasonably expects these issued standards, interpretations and amendments to existing standards to be
applicable at a future date. The Group intends to adopt these standards, interpretations and
amendments to existing standards, if applicable, when they become effective:

- FAS 30 “Impairment and credit losses” (effective 1 January 2020);

- FAS 30 intends lo define the accounting principles for impaimment and credit losses (including
expected ‘credit losses) o be in line with ever-changing global best practices;
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)
New standards, interpretations and amendments issued but not yet effective (continued)

- FAS 31 " Investment Agency (Al-Wakala Bi Al-Istithmar)” (effective 1 January 2020);

- FAS 31 standard intends fo define the accounting principles and reporting requirements for
investment agency (Al-Wakala Bi Al-istithmar) transactions and instruments, in the hands of both
the principal and the agent;

- FAS 32 “ljarah” (effective 1 January 2021), which supersedes FAS 8 "ljarah and ljarah Muntahia
Bittamleek" sets out principle for classification, measurement and presentation and disclosure of
ljarah. It defines new measurement and recognition principles for initial recognition for right-of-
use assets, requirements lo identify and separate ljarah and non-liarah components and new
measurement and recognition principles for ljarah;

- FAS 33 “Investments in sukuk, shares and similar instruments” (effective 1 January 2020);

- FAS 33 (which supersedes earlier FAS 25) sels out the improved principles for classification,
recognition, measurement, presentation and disclosure of investment in sukuk, shares and other
simifar instruments of investments made by Islamic financial institutions (IFls / the institutions), in
line with Shari'a principles. It defines the key lypes of instruments of Shari'a compliant
investments and defines the primary accounting treatments commensurate to the characteristics
and business modef of the institution under which the investments are made, managed and held.

- FAS 34 “Financial reporiing for sukuk-holders” (effective 1 January 2020);

FAS 34 aims to establish the principles of accounting and financial reporting for assets and
businesses underlying the sukuk fo ensure lransparent and fair reporting to afl relevant
stakeholders, particularly including sukuk-holders;

- FAS 35 “Risk reserves” (effective 1 January 2021); and

- FAS 35 intends o establish the principles of accounting and financial reporting for risk reserves
established to mitigate various risks faced by stakeholders, mainly the profit and loss taking
investors, of Islamic financial institutions.

The Board of Directors are currently assessing the impact of the above standards, interpretations and
amendments on the consolidated financial statements of the Group.

Investment in an associate
The Company’'s investment in its associate is accounted for using the equity method. An associate is an
entity in which the Company has significant influence.

Under the equity method, the investment in the associate is carried in the consolidated statement of
financial position at cost plus post acquisition changes in the Company's share of net assets of the
associate. Goodwill relating to the associate is included in the carrying amount of the investment and is
neither amortised nor individually tested for impairment.

The consoclidated statement of income reflects the share of the results of operations of the associate.
Where there has been a change recognised directly in the other comprehensive income of the
associate, the Company recognises its share of any changes and discloses this, when applicable, in
consolidated statement of other comprehensive income (note 38). Unrealised gains and losses resulting
from transactions between the Company and the associate are eliminated to the extent of the interest in
the associate.

The share of profits or losses from associates is shown on the face of the consolidated statement of
income. This is the profit or loss attributable to equity holders of the associate and therefore is profit or
loss after tax and non-controlling interests in the subsidiaries of the associate.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment in an associate {(continued)

The financial statements of the associates are prepared for the same reporting period as the Company.
Where necessary, adjustments are made to bring the accounting policies in line with those of the
Company.

After application of the equity method, the Company determines whether it is necessary to recognise an
additional impairment loss on the Company's investment in its associate. The Company determines at
each reporting date whether there is any objective evidence that the investment in the associate is
impaired. If this is the case the Company calculates the amount of impairment as the difference between
the recoverable amount of the associate and its carrying value and recognises the amount in the
consolidated statement of income.

Upon loss of significant influence over the asscciate, the Company measures and recognises any
retaining investment at its fair value. Any difference between the carrying amount of the associate upon
loss of significant influence and the fair value of the retaining investment and proceeds from disposal is
recognised in the consolidated statement of income.

Takaful

As an Islamic insurance provider, the Group issues contracts that are based on co-operative activity by
risk sharing or financial risk, or both. The Group classifies all its contracts individually as either takaful
contracts or investment contracts. The participant {policyholder) contributes towards the policy / service
for a particular takaful product. In case the policyholder terminates / surrender the policy the refund or
forfeiture of the contribution paid by him or any other similar transaction is made for each type of product
/ service based on the terms and conditions of the policy agreed by the participant with the company as
per the policy document.

Takaful contracts are those contracts where the insurer accepts significant insurance risk from the
participants by agreeing to compensate the participants if a specified uncertain future event adversely
affects the participants. As a general guideling, the Group defines significant insurance risk as the
possibility of having to pay benefits on the occurrence of an insured event. Investment contracis are
contracts where there is insignificant transfer of insurance risk from the participants to the Group.

General takaful

Gross contributions

Gross contributions comprise the total contributions receivable for the whole period of cover provided by
contracts entered into during the accounting period and are recognised on the date on which the policy
incepts. Contributions include any adjustments arising in the accounting period for contributions
receivable in respect of business written in prior accounting periods.

Unearned contributions are those proportions of contributions written in a year that relate to periods of
risk after the consolidated statement of financial position date. The proportion attributable to subsequent
periods is deferred as a provision for unearned contributions and is calculated as follows:

. By the 1/365th method' for all annual takaful contracts, except for marine and aviation business;
and
. at 25% of gross contributions and reinsurance cessions for marine and aviation business. This

approximation method is used because marine and aviation policies cover variable periods
shorter than one year, in order to spread the confributions earned over the tenure of the
insurance policies.

Retakaful share

Retakaful share comprises the total contributions payable for the whole cover provided by contracts
entered into during the period and are recognised on the date on which the policy incepts. Contributions
include any adjustments arising in the accounting period in respect of retakaful contracts incepting in
prior accounting periods.

Net commission
The Group defers commission income and expense in order to spread the commission income and
expense earned over the terms of the insurance contracts as follows:
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)
General takaful (continued)

Net commission (continued)

. By the 1/365th method for all annual insurance contracts, except for marine and aviation
business; and
. By the 25% method for marine and aviation business.

Retakaful commission income and commission paid are deferred on the same basis used in the
calculation of unearned contributions.

Gross claims settled

Gross claims settled include all claims occurring during the year, whether reported or not, related claims
handling costs that are directly related to the processing and settlement of claims, less a reduction for
the value of salvage and other recoveries, and any adjustments to claims outstanding from previous
years.

Claims recovered from retakaful and other parties are recognised when the related gross claims seftled
are recognised according to the terms of the relevant contracts.

General takaful reserves

i) Gross outstanding claims

Gross outstanding claims are based on the estimated ultimate cost of all claims incurred but not settled
at the consolidated statement of financial position date, whether reported or not, together with related
claims handling costs and reduction for the expected value of salvage and other recoveries. Delays can
be experienced in the notification and settlement of certain types of claims, therefore the ultimate cost of
these cannot be known with certainty at the consolidated statement of financial position date. The liability
is not discounted for the time value of money. No provision for equalisation or catastrophe reserves is
recognised. The liabilities are derecognised when the contract expires, is discharged or is cancelled.

ii} Unearned contributions

The provision for unearned contributions represents contributions received for risks that have not yet
expired. The reserve is matched with the contributions earned and released.

iii) Liability adequacy test

At each reporting date the Group reviews its unexpired risk and a liability adequacy test is performed to
determine whether there is any overall excess of expected claims and deferred acquisition costs over
unearned contributions. This calculation uses current estimates of future contractual cash flows after
taking account of the investment return expected to arise on assets relating to the relevant technical
provisions. If these estimates show that the carrying amount of the unearned contributions {less related
deferred acquisition costs) is inadequate the deficiency is recognised in the consolidated statement of
income by setting up a provision for liability adequacy.

Family takaful

Family takaful technical reserves represent the present value of future benefit obligations in respect of
family takaful contracts in force at the consolidated statement of financial position date. The reserve
consists of two types of funds namely protection takaful and savings takaful.

The protection takaful and savings takaful reserve is determined annually by the Group’s appointed
actuary. Reserves for individual family takaful contracts are calculated on a prospective method. The
liabilities are valued using discounted cash flow (DCF) with a discount rate of 4% per annum (2018: 5%
per annum).

Maturity and survival benefits are charged against the technical reserve when due. Encashment and
surrenders are accounted for when paid or when cover ceases. Death and disability claims are
accounted for when notified.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)
Family takaful {continued}

Gross contributions
Gross contributions are recognised in the consolidated statement of income on the due date of the
contributions.

Retakaful share

Retakaful share comprise the total contributions payable for the whole cover provided by contracts
entered into during the period and are recognised on the date on which the policy incepts. Contributions
include any adjustments arising in the accounting period in respect of retakaful contracts incepting in
prior accounting periods.

Net commission
Retakaful commission income and commission paid are recognised at the time retakaful contracts are
written.

Gross claims settled
Claims settled are charged to the consolidated statement of income, in the year in which claims arise.

Claims recovered from retakaful and other parties are recognised when the related gross claims settled
are recognised according to the terms of the relevant contracts.

Family takaful reserves

i) Gross outstanding claims

Provision for outstanding claims is based on estimates of the loss, which will eventually be payable on
each unpaid claims, established by the management in the light of the currently available information
and past experiences and madified for changes reflected in current creditors, increased exposure, rising
claims costs and the severity and frequency of recent claims as appropriate. Qutstanding claim
provisions are not discounted for time value of money.

i) Unearned contributions
The provision for unearned contributions represents contributions received for risks that have not yet
expired. The reserve is matched with the contributions earned and released.

ili} Liability adequacy test

At each reporting date the Group reviews its unexpired risk and a liability adequacy test is performed to
determine whether there is any overall excess of expected claims and deferred acquisition costs over
unearned contributions. This calculation uses current estimates of future contractual cash flows after
taking account of the investment return expected to arise on assets relating to the relevant technical
provisions. If these estimates show that the carrying amount of the unearned contributions {less related
deferred acquisition costs) is inadequate the deficiency is recognised in the consolidated statement of
income by setting up a provision for liability adequacy.

Qard Hassan

This is a loan granted by the shareholders to the policyholders for the purpose of meeting the minimum
required margin of solvency mentioned in the takaful Regulations set out in Volume 3 of the takaful Rule
Book issued by the Central Bank of Bahrain or to cover any cash deficit in the participants fund(s). The
loan is profit free and has no fixed repayment terms. Qard Hassan is tested annually for impairment.

Surplus/deficit in participants' fund

If the surplus in the participants' fund at the end of a three year period is sufficiently large, a percentage
of the surplus is distributed between participants that have not made a claim in excess of paid
contribution, in proportion to their risk contributions to the fund after accounting for reserves. The
distributions are approved by the Group's Shari'a Supervisory Board and the Central Bank of Bahrain.
Any remaining surplus after the distribution remains in the participants' fund.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

Surplus/deficit in participants’ fund (continued)

A cash deficiency in participants' fund is made good by a gard hassan from the shareholders' fund. This
gard is to be repaid from future surpluses arising from takaful operations on a priority basis. This qard is
tested for impairment and the portion of the gard that is considered impaired is charged to the
consolidated statement of income.

On liquidation of the fund, the accumulated surplus in the participants' fund, if any, after meeting all
obligations (including repayment of the outstanding amount of gqard hassan), will be dealt with after
consulting with the Group's Shari'a Supervisory Board. In case of an accumulated deficit, any gard
hassan outstanding at the time of liquidation will not be repayable by the participants' fund and the
owners' fund will forego such outstanding amount.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand and at bank and short-term deposits with original
maturities of three months or less.

Trade and settlement date accounting

All regular way purchases and sales of financial assets are recognised on the trade date which is the
date that the Group commits to purchase or sell the asset. Regular way purchases or sales of financial
assets require delivery of assets within the period generally established by regulation or convention in
the market place.

Investment at fair value through equity

a. Equity-type instruments at fair value through equity

Financial assets are recognised initially at fair value, including directly attributable transaction costs. The
entity equity-type instruments at fair value included investment in quoted and unquoted shares and
managed funds.

After initial measurement these are remeasured at fair value. Fair value gains and losses are reported
as a separate component in the consolidated statement of other comprehensive income (note 38) until
the investment is derecognised or the investment is determined to be impaired. On derecognition or
impairment, the curmulative fair value gains and losses previously reported in consolidated statement of
other comprehensive income (note 38) are transferred to the consolidated statement of incoms.
Dividend income on equity-type instruments at fair value through equity are included under investment
income in the consolidated statement of income.

b. Debt-type instruments at fair value through equity

These are financial investments in the debt-type instruments which are recognised initially at fair value,
including directly attributable transaction costs. The entity debt-type investments at fair value included
investment in quoted and unquoted sukuks.

After initial measurement these are remeasured at fair value. Fair value gains and losses are reported
as a separate component in the consolidated statement of other comprehensive income (note 38) until
the investment is derecognised or the investment is determined to be impaired. On derecognition or
impairment, the cumulative fair value gains and losses previously reported in the consolidated statement
of other comprehensive income (note 38) are transferred to the consolidated statement of income.
Coupon income on debt-type instruments at fair value through equity are included under investment
income in the consolidated statement of income.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

Takaful and retakaful receivables

Takaful receivables are recognised when due and are measured on initial recognition at the fair value of
the consideration received or receivable. The carrying value of takaful receivables is reviewed for
impairment whenever events or circumstances indicate that the carrying amount may not be
recoverable, with the impairment loss recorded in the consolidated statement of income.

Retakaful contracts are contracts entered into by the Group with reinsurers for the purpose of limiting its
net loss potential through the diversification of its risks, under which the Group is compensated for
losses on takaful contracts issued. Assets, liabilities and income and expense arising from ceded
retakaful contracts are presented separately from the assets, liabilities, income and expense from the
related takaful contracts because the retakaful arrangements do not relieve the Group from its direct
obligations to its policyholders. The benefits to which the Group is entitied to under its retakaful
contracts held are recognised as retakaful assets. These assets consists of balances due from
retakaful companies on settlement of claims and other receivables such as profit commissions and
retakaful share of outstanding claims that are dependent on the expected claims and benefits arising
under the related retakaful contracts. Amounts recoverable from or due to retakaful companies are
recognised consistently with the amounts associated with the underlying takaful contracts and in
accordance with the terms of each retakaful contract.

Policy acquisition costs

Policy acquisition costs which include commission, brokerage and other variable underwriting costs
directly associated with acquiring business are amortised over the period of the policy. Acquisition costs
that relate to periods of risk that extend beyond the end of the financial year are reported as deferred
acquisition costs.

Property and equipment

Property and equipment, including owner-occupied property, is stated at cost, excluding the costs of day
to day servicing, less accumulated depreciation and accumulated impairment losses. Replacement or
major inspection costs are capitalised when incurred and if it is probable that future economic benefits
associated with the item will flow to the entity and the cost of the item can be measured reliably.

The assets' residual values and useful lives and method are reviewed and adjusted if appropriate at
each financial year end.

Impairment reviews are performed when there are indicators that the carrying value may not be
recoverable. Impairment losses are recognised in the consolidated statement of income as an expense.

An item of property and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the carrying amount of the asset) is included in
the consolidated statement of income in the year the asset is derecognised.

Following are the useful lives of classes of property and equipment:

Buildings on freehold lands 25 years
Furniture, fixtures and equipment's 3-10 years
Vehicles 4 years

Receivables from takaful funds
Receivables from takaful funds represent the amount of wakala, management and other fees
recoverable from the General takaful and Family takaful funds of the Group.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currency transactions
The consolidated financial statements are presented in Bahraini Dinars which is the functional currency
of the Group.

Transactions in foreign currencies are initially recorded at the functional currency rate prevailing at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the consolidated statement of financial
position date. All differences are taken to the consolidated statement of income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate as at the date of the initial transaction and are not subsequently restated. Non-
monetary items measured at fair value in a foreign currency are translated using the exchange rates at
the date when the fair value was determined. All foreign exchange differences are taken to the
consolidated statement of income, except for differences relating to items where gains or losses are
recognised directly in equity, in which case the gain or loss is recognised in equity.

Dividends on share capital
Dividends on ordinary shares are recognised as a liability and deducted from equity when they are
approved by the Group's shareholders. Interim dividends are deducted from equity when they are paid.

Dividends for the year that are approved afier the consolidated statement of financial position date are
dealt with as an event after the reporting period.

Share capital
Share capital is classified as equity. Incremental costs directly attributable to the issue of ordinary
shares are recognised as a deduction from equity.

Non-controlling interests

Non-controlling interests represent the portion of profit or loss and net assets not owned, directly or
indirectly, by the Group and are presented separately in the consolidated staterments of income and
other comprehensive income (note 38) and within equity, separately from the parent's shareholders’

equity.
Revenue recognition

Investment income
Income from investment in murabaha deposits is recognised on a time proportion basis using the
effective profit rate method.

Rental income
Rental income is recognised on an accruals basis.

Dividends
Dividends are recognised as income when the Group's right to receive the payment is established.

Wakala fee

The Group manages the general and family takaful operations on behalf of the participants for a wakala
fee which is recognised on an accruals basis. Wakala fee is recognised as an expense in the
participants’ consolidated statement of income and as an income in the shareholders' consolidated
statement of income.

Mudarib share

The investments of the participants are also managed by the Group for a mudarib share in the
investment income on the basis of mudarabha model. Mudarib share is recognised as expense in the
consolidated statement of participants’ statement of income and as income in the shareholders'
consolidated statement of income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4 SIGNIFICANT ACCOUNTING POLICIES (continued)

Retakaful commissions

Commissions receivable on outward retakaful contracts are deferred and amortised over the term of the
expected contributions payable.

Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the consolidated
statement of financial position only when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis, or to realise the assets and settle the liability
simultaneously.

Income and expense is not offset in the consolidated statement of income unless required or permitted
by any accounting standard or interpretation.

Fair value of financial instruments
The Group measures financial instruments such as investments at fair value through equity at fair value
at each balance sheet date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or transfer the liability takes place either:

- Inthe principal market for the asset or liability, or
- Inthe absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market paricipants act in their economic best
interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits by using the asset for its highest and best use or by selling it to ancther
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient
data is available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of uncbservable inputs.

The Group's management determines the policies and procedures for both recurring fair value
measurement, such as investment properties and unquoted investments at fair value through equity
financial assets, and for non-recurring measurement, such as assets held for distribution in discontinued
operations.

Impairment of financial assets
The Group assesses at each consolidated statement of financial position date whether a financial asset
or group of financial assets is impaired.

Fair value through equily financial assets (debt and equity)

If a fair value through equity financial asset is impaired, an amount comprising the difference between its
cost (net of any principal repayment and amortisation) and its current fair value, less any impairment
loss previously recognised in consolidated statement of other comprehensive income (note 38) is
transferred from consolidated statement of other comprehensive income (note 38) to the consclidated
statement of income. Reversals in respect of equity instruments classified as fair value through equity
are not recognised in the consolidated statement of income. Reversals of impairment losses on debt
instruments classified as fair value through equity are reversed through the consolidated statement of
income if the increase in the fair value of the instruments can be objectively related to an event occurring
after the impairment losses were recognised in the consolidated statement of income.

22



Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 {(Audited)

4 SIGNIFICANT ACCOUNTING POLICIES {continued)
Derecognition of financial assets and financial liabilities

Financial assels

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognised where:

- the rights to receive cash flows from the asset have expired; or

- the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and either (a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, and has neither transferred nor retained substantially all the risks and rewards of
the asset nor transferred control of the asset, the asset is recognised to the extent of the Group's
continuing involvement in the asset.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. Where an existing financial liability is replaced by ancther from the same lender on substantially
different terms, or the terrs of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new liability, and
the difference in the respective carrying amounts is recognised in the consolidated statement of income.

Employees’ terminal benefits

The Group provides end of service benefits to its expatriate employees in accordance with the relevant
regulations. The entitlement to these benefits is based upon the employees’ final salaries and length of
service, subject to the completion of a minimum service period. The expected costs of these benefits are
accrued over the period of employment based on the notional amount payable if all employees had left
at the consolidated statement of financial position date.

With respect to its national employees, the Group makes contributions to the Social Insurance
Organisation calculated as a percentage of the employees’ salaries in accordance with the relevant
regulations. The Group’s obligations are limited to these contributions, which are expensed when due.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of
a past event, and it is probable that an outflow of resources embodying economic benefits will be
required to seftle the obligation and a reliable estimate can be made of the amount of the obligation.

Financial liabilities

The financial liabilities of the Group consist of retakaful and takaful payables and other liabilities and
provisions. These financial liabilities are initially recognised at fair value and are subsequently
remeasured at amortised cost using the effective profit rate method.

Retakaful and takaful payables

Retakaful balances payable are primarily contributions payable for retakaful contracts and are
recognised as an expense when due.

Liability adequacy tests are performed at each consolidated statement of financial position date to
ensure the adequacy of the takaful liabilities using current best estimates of future contractual cash flows
under takaful contracts. Any deficiency is immediately charged to the consolidated statement of income
by establishing a provision for losses arising from liability adequacy tests.

Payables and accruals

Liabilities are recognised for amounts to be paid in the future for services received, whether billed by the
provider or not.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

Earnings prohibited by Shari'a

The Group is committed to avoid recognising any income generated from non-lslamic sources.
Accordingly, all non-Islamic income is credited to a charity account where the Group uses these funds
for charitable purposes.

5 SIGNIFICANT JUDGEMENTS, ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the consolidated financial statements in accordance with FAS issued by AAOIFI
requires the Group's management to make judgements, estimates and assumptions that affect the
reported amounts of revenues, expenses, assets and liabilities and the disclosure of contingent
liabilities, at the reporting date. However, uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amount of the asset or liability
affected in the future. The most significant uses of judgements and estimates are as follows:

The ultimate liability arising from claims made under insurance contracts

The estimation of the ultimate liability arising from claims made under insurance contracts is the Group's
most critical accounting estimate. There are several sources of uncertainty that need to be considered in
estimating the liability that the Group will ultimately pay for such claims. The provision for claims incurred
but not reported is an estimation of claims which are expected to be reported subsequent to the
consolidated statement of financial position date, for which the insured event has occurred prior to the
consolidated statement of financial position date.

Ali insurance contracts are subject to a liability adequacy test, as is explained in the accounting policy for
general and family takaful reserves above.

Impairment losses on investments at fair value through equity

The Group determines that investment at fair value through equity unquoted equity securities and
managed funds are impaired when there has been a significant or prolonged decline in the fair value
below its cost. ‘Significant’ is evaluated against the original cost of the investment and ‘prolonged’ is
evaluated against the period in which the fair value has been below its original cost. The Group treats
‘significant’ as 30% and ‘prolonged’ as one year. Where fair values are not available, the recoverable
amount of such investment is estimated to test for impairment. In making this judgement, the Group
evaluates, amongst other factors, the normal volatility in share price, evidence of deterioration in the
financial health of the investee, industry and sector performance and operating and financing cash fiows.

Impairment losses on takaful and retakaful receivables

The Group assesses takaful and retakaful receivables that are individually significant and takaful and
retakaful receivables included in a group of financial assets with similar credit risk characteristics for
impairment. Takaful and retakaful receivables that are individually assessed for impairment and for
which an impairment loss is or continues to be recognised are not included in a collective assessment of
impairment. This assessment of impairment requires judgement. in making this judgement, the Group
evaluates credit risk characteristics that consider past-due status being indicative of the inability to pay
alt amounts due as per contractual terms.

Going concern

The Group’s management has made an assessment of the Group’s ability to continue as a going
concern and is satisfied that the Group has the resources to continue in business for the foreseeable
future. Furthermore, management is not aware of any material uncertainties that may cast significant
doubt upon the Group's ability to continue as a going concern. The Group is also complied with Capital
Adequacy & Solvency margin requirements established by the Central Bank of Bahrain, refer note 31.
Therefore, the consolidated financial statements continue to be prepared on the going concern basis.
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Takaful International Company B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

5 SIGNIFICANT JUDGEMENTS, ACCOUNTING ESTIMATES AND ASSUMPTIONS (continued)

Family takaful reserves
Family takaful reserves represent the present value of future obligations in respect of contracts in force
at the reporting date, computed based on internal calculation which is reviewed and assessed by an

external actuary.

6 STATUTORY DEPOSITS

Statutory deposits are maintained under the regulations of the Central Bank of Bahrain and Financial
Institutions Law, 2006. Such deposits, which depend on the nature of the takaful business and the
number of branches, cannot be withdrawn except with the approval of the Central Bank of Bahrain. A
sum of BD 125,000 (2018: BD 125,000) has been deposited with Bahrain 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

31 December 2019
General Family
Shareholders takaful takaful Total
BD BD BD BD
Cash in hand 600 1,262 - 1,862
Balances with banks and current accounts 239,829 1,680,682 668,352 2,588,863

240,429 1,681,944 668,352 2,890,725
Bank deposits with maturity of

more than three months 5,099,802 3,182,374 680,612 8,962,788
Cash and balances with banks 5,340,231 4,864,318 1,348,964 11,553,513
31 December 2018
General Family

Shareholders takaful takaful Tofal

BD 8D BD BD

Cash in hand 600 4,518 - 5118

Balances with banks and current accounts 1,394,682 947,620 202,812 2,545,114
Bank deposits with maturity of

three months or less 1,708,075 - 188,675 1,896,750

3,103,357 952,138 391,487 4,446,982

Bank deposits with maturity of
more than three months 854,740 3,651,897 306,665 4,813,302

Cash and balances with banks 3,958,097 4,604,035 698,152 9,260,284

Call account balance earn effective profit rates ranging between 1.16% per annum (2018: 2% and 6%
per annum).

The savings account balances with banks earn effective profit rates ranging between 0.20% and 0.35%
per annum per annum (2018: between 0.20% and 0.35% per annum).

The current account balances with banks are non-profit bearing.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

9 INVESTMENT IN AN ASSOCIATE

As at 31 December 2018, the Company owned 60% of Health 360 Ancillary Services Co W.L.L ("H-360" or
“the subsidiary”). During the year ended 31 December 2019, H-360 offered a rights issue to which the
Company did not subscribe. As a result, of not subscribing to this rights issue, the Company's effective
ownership in H-360 has decreased to 40.5% and the Company has also lost the power to govern the
operating and financial policies of H-360.

H-360 has thus been deconsolidated with effect from 16 July 2019 (“the date of loss of control”). The
remaining investment in H-360 has been classified as investment in an associate as the Company still
exercises significant influence over the investee.

The movements in the carrying amount of the associate is as follows:

2019
BD

At 1 January -
Recognised at deconsolidation (note 3.1) 155,524
Share of results 61,116
At 31 December 206,640

The associate is a limited liability Company and is not listed on any public exchange. Summarised financial
information of the associate, based on its financial statements, and reconciliation with the carrying amount
of the investment in the financial statements are set out below:

{un-audited)

2019
Summarised financial position of the associate: BD
Current assets 2,692,672
Non-current assets 70,542
Current liabilities {2,229,067)
Non-current liabilities (23,928)
Equity {100%) 510,219
Proportion of the Company's Ownership 40.50%
Company's ownership 206,640
Carrying amount of investments in an associate 206,640

(un-audited)

2019
Summarised financial performance of the associate: BD
Total Income 758,794
Staff cost (340,227)
Administration expenses (203,234)
Loss from an associate company {42,868)
Net profit for the year (100%) 172,465
Adjustments (46,251)
Company's share of an associate's results 51,116
Other comprehensive (loss) / income -
Company's share of an associates’ other

comprehensive (loss) / income -

Total comprehensive income 172,465
Company's share of an associates' total

comprehensive income 51,116
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2019 (Audited)

13 UNEARNED CONTRIBUTIONS AND DEFERRED RETAKAFUL CONTRIBUTIONS

At 1 January
Contributions written
Contributions earned

At 31 December

At 1 January
Contributions written
Contributions earned

At 31 December

14 DEFERRED POLICY ACQUISITION COSTS

At 1 January
Acquisition costs during the year
Amortisation for the year

At 31 December

15 UNEARNED RETAKAFUL COMMISSIONS

At 1 January
Retakaful commissions received
Retakaful commissions earned

At 31 December

2019
Retakaful
Gross share Net
BD BD BD
9,355,822 (1,990,708) 7,365,114
21,720,586 (6,288,291) 15,432,295
(21,749,057) 6,100,254 {15,648,803)
9,327,351 (2,178,745) 7,148,606
2018
Retakaful
Gross share Net
BD BD BD
8,195,745 (2,157,078) 6,038,667
22,034,403 (6,297,784) 15,736,619
(20,874,326) 6,464,155 (14,410,171)
9,355,822 {(1,990,708) 7,365,115
2019 2018
BD 8D
600,206 464,402
1,185,328 1,183,423
(1,211,731) (1,047619)
573,803 600,206
2019 2018
BD BD
313,639 332,568
869,647 826,800
{845,476) (845,729)
337,810 313,839
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Takaful International Company B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

16 OTHER RECEIVABLES AND PREPAYMENTS

31 December 2019
General Family
Shareholders takaful takaful Total
8D BD BD BD
Staff related receivables 1,454 - - 1,454
Accrued Income 59,261 94,610 16,772 170,643
Prepaid Expenses 7,995 81,733 - 89,728
Tender Deposits - 59,925 - 59,925
Other Receivables 60,478 109,329 - 169,807
VAT receivable 21,787 128,923 - 150,710
At 31 December 150,975 474,520 16,772 642,267
31 December 2018
General Family
Shareholders takaful takaful Total
BD BD 8D BD
Staff related receivables 504 - - 504
Accrued Income 44 837 61,632 21,718 128,187
Prepaid Expenses 28,504 113,614 - 142,118
Tender Deposits - 46,494 - 46,494
Other Receivables 806,285 111,997 - 918,282
At 31 December 880,130 333,737 21,718 1,235,585

Other receivables are unimpaired and expected, on the basis of past experience, to be fully recoverable
within 12 months from the consolidated statement of financial position date.
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

17 PROPERTY AND EQUIPMENT
Buildings  Furniture
Freehoid on freehold and Office Motor
fand fand fixtures equipment vehicles Total
BD BD BD 8D BD BD
Cost
At 31 December 2017 1,071,868 1,255,201 880,625 1,531,031 112,568 4,851,293
Additions - - 3,083 51,749 - 54,832
Transfers - - - - - -
Disposals - - - - (37,059) {37,059)
At 31 December 2018 1,071,868 1,255,201 883,708 1,582,780 75,508 4,869,066
Additions - - 12,989 45510 - 58,499
Impairment * (67,015) (11,463) - - - {78,478)
Disposals (512,705) (108,817} - - {18,000} (639,522)
Deconsolidation
of a subsidiary (note 3.1) - (10,581) (11.181) (38,640) - (60,412)
At 31 December 2019 492,148 1,124,340 885,506 1,589,650 57,509 4,149,153
Accumulated depreciation
At 31 December 2017 - 479,726 841,185 1,359,612 87,757 2,768,280
Charge for the year - 50,167 14,728 103,461 9,664 178,020
Disposals for the year - - - - (26,875) (26,875)
At 31 December 2018 - 529,893 855913 1,463,073 70,546 2919425
Charge for the year - 49,600 10,895 73,574 4,193 138,262
Disposals for the year - (21,122) - - (17 ,642) (38,764)
Deconsolidation
of a subsidiary (note 3.1) - {1,058) (4,921) (24,341) - (30,320)
At 31 December 2019 - 557,313 861,887 1,512,306 57,097 2,988,603
Net book amount
At 31 December 2019 492,148 567,027 23,619 77,344 412 1,160,550
At 31 December 2018 1,071,868 725,308 27,795 119,707 4,963 1,949,641

* This represents impairment of the Company's 2 storey building measuring 750 square meters located in Salmabad.
The impairment was determined based on the valuation of third party valuers.

Properties owned by the Company

Name of the Address Description Existing Nature Age of the
property Use property

;at:?rgﬁonal Building No.680, Road 6 storey commercial tower Operational

Co. BSC - No.2811, Seef District, 428, measuring 688 square pu ose Freehold 14 Years
) Kingdom of Bahrain meters pup

Head office

18 RECEIVABLE FROM TAKAFUL FUNDS

Receivable from takaful funds includes amounts due from General takaful and Family takaful policyholders on account
of wakala fees, mudarib fees and inter-entity balances amounting to BD 954,185 (2018: BD 1,061,076)
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

19 RELATED PARTIES

Related parties represent major shareholders, directors, external auditors and key management personnel of
the Company and entities controlled, jointly controlled or significantly influenced by such parties. All
transactions with such related parties are conducted on normal terms and conditions.

Key management personnel compensation
Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Group, including the executive management of the Group.

A summary of the balances with related parties, included in these consoclidated financial statements is:

The following are the transactions entered into with the related parties during the period ended 31 December
2019 and 31 December 2018.

31 December 2019 31 December 2018
Key Key
Management Management
Personnel  Sharehoiders Others Personnel  Shareholders Cthers
8D BD BD BD BD 8D
Gross contributions 693 149,531 - 1,222 165,957 -
Retakaful provider's share of
gross contribution - 54,376 - 39,574 -
Gross claims paid - 303,474 - - 106,011 -
Reinsurers' share of
claims paid - 4,443 - - 3,309 -
Fee and commission income - 8,209 - - 5,594 -
Acquisition costs - 31,097 - - 27173 -
Sale of Salmabad Land
and Building - 600,400 - - - -
Corporate expenses - - 14,305 - - 36,550
Shareholders
31 December 31 December
2019 2018
BD BD
Investments at fair value through equity 163,968 154,708
Takaful and retakaful balances receivable 286,798 197,940
Takaful and retakaful balances payable 31,919 9,144

Compensation of key management personnel
The remuneration of key management personnel paid during the year was as follows:

31 December 31 December

2019 2018

BD BD

Salaries and benefits 180,283 201,805
Directors' fee 76,281 69,616
Employees’ end of service benefits 18,123 92,033

274,687 363,454
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

20 EQUITY AND RESERVES

31 December

31 December

2019 2018
Authorised share capital: BD BD
Ordinary shares
200,000,000 ordinary shares of 100 fils each
(2018: 200,000,000 ordinary shares of 100 fils each) 20,000,000 20,000,000
Issued and fully paid-up capital:
Ordinary shares
85,000,000 ordinary shares of 100 fils each
(2018: 85,000,000 ordinary shares of 100 fils each) 8,500,000 8,500,000

In the previous year, there was capital raise of BD 2,250,000. The paid up capital of the company was

increased from BHD 6,250,000 to BHD 8,500,000.

Additional information on shareholding pattern

i) The names and nationalities and number of shares held by the major shareholders individually holding
5% and more of the issued and fully paid-up share capital as at 31 December 2019 and 2018

respectively is as follows:

31 December 2019

Percentage of

Name of the shareholders Nationality Number pareholding
of shares .

interest

Bahrain Kuwait Insurance Company Bahraini 69,651,974 81.94%

Al Amana Alama State of Kuwait Kuwaiti 5,250,000 6.18%
31 December 2018

Number Percentage of

Name of the shareholders Nationality shareholding
of shares .

interest

Bahrain Kuwait Insurance Company Bahraini 69,651,974 81.94%

Al Amana Alama State of Kuwait Kuwaiti 5,250,000 6.18%
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

20 EQUITY AND RESERVES (continued)

i) The Group has only one class of equity shares and the holders of the shares have equal voting rights.

i) The distribution pattern of equity shares, setting out the number of shareholders and percentages in
the following categories is as follows:

31 December 2019
Mercentage
of total
Number of Number of outstanding
shareholders shares shares
Less than 1% 195 6,195,820 7.29%
1% up to less than 5% 2 3,902,206 4.59%
5% up to less than 10% 1 5,250,000 6.18%
10% and above 1 69,651,974 81.94%
199 85,000,000 100.00%

31 December 2018
Percentage
of total
Number of Number of outstanding
shareholders shares shares
Less than 1% 197 6,195,820 7.29%
1% up to less than 5% 2 3,902,206 4.59%
5% up to less than 10% 1 5,250,000 6.18%
10% and above 1 69,651,974 81.94%
201 85,000,000 100.00%

Statutory reserve

As required by the Bahrain Commercial Companies Law and the Insurance Regulations contained in
Volume 3 of the Central Bank of Bahrain Rulebook, 10% of the profit for the year is to be transferred to a
statutory reserve until such time as the reserve equals 50% of the paid up share capital. The reserve is
not available for distribution except in such circumstances as stipulated in the Bahrain Commercial
Companies Law and following approval of the Central Bank of Bahrain. During the year ended 31
December 2019, the Group transferred an amount of BD 69,044 (2018: BD 65,074) to the statutory
reserve.

General reserve

Appropriations to the general reserve are made as proposed by the Board of Directors and approved by
the shareholders. The reserve represents retained earnings and is available for distribution subject to
approval of the Central Bank of Bahrain.

Dividends
There is no dividend payable to shareholders for the year ended 31 December 2019 [2018: Nil).
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2019 (Audited)

21 OTHER LIABILITIES AND PROVISIONS

Due to garages, spare part
suppliers and cthers

Provision for employees'
leaving indemnity

Accrued expenses

Unclaimed dividends

VAT payables

Provision for leave pay

Payable To Shareholders fund

Other liabilities

Due to garages, spare part
suppliers and others

Provision for employees’
leaving indemnity

Accrued expenses

Unclaimed dividends

Unearned service fee

Provision for leave pay

Payable To Shareholders fund

Other liabilities

22 GROSS CONTRIBUTIONS

Led by the company - net of refunds
Led by other insurance companies -

Company's share

Led by the company - net of refunds
Led by other insurance companies -

Company's share

31 December 2019
~ Share- General Family
holders takaful takaful Total
BD 8D BD 8D
- 476,903 - 476,903
238,213 - - 238,213
288,984 84,316 - 373,300
102,950 - - 102,950
778 245,004 - 245782
27,297 . - 27,297
- 731,786 222,399 954,185
68,337 129,097 2,067 199,501
726,559 1,667,106 224,466 2,618,131
31 December 2018
Share- General Family
holders takaful takaful Total
BD BD 8D 8D
- 413,654 - 413,654
231,473 - - 231,473
241,016 85,448 - 326,464
104,570 - - 104,570
259,069 - - 259,069
40,883 - - 40,883
- 835,360 225716 1,061,076
1,333,224 114,570 2,030 1,449,824
2,210,235 1,449,032 227,746 3,887,013
31 December 2019
General Family
takaful takaful Total
19,826,855 1,383,454 21,210,309
510,277 - 510,277
20,337,132 1,383,454 21,720,586
31 December 2018
General Family
takaful takafuf Total
19,973,524 1,444 551 21,418,075
616,328 - 616,328
20,589,852 1,444 551 22,034,403
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Takaful International Company B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 {Audited)

23 General administration and corporate expenses

31 December 31 December

2019 2018

BD BD

Employee related costs 1,509,198 1,596,884
General administration expenses 797,551 738,854

Depreciation 136,558 171,920
Impairment on building 78,478 -

2,521,785 2,507,658

24 EMPLOYEES’ TERMINAL BENEFITS

The contributions made by the Group towards the pension scheme for Bahraini nationals administered by
the Social Insurance Organization in the Kingdom of Bahrain for the year ended 31 December 2019
amounted to BD 95,792 (2018: BD 103,740).

The movement in leaving indemnity liability applicable to employees is as follows:

31 December 31 December

2019 2018

BD 8D

Opening balance 231,473 305,185
Accruals for the year 33,229 132,027
Payments during the year {26,489) (205,739)
Closing balance 238,213 231,473
Total number of staff employed by the Group 87 86

25 WAKALA FEE AND MUDARIB SHARE

The shareholders manage the general and family takaful operations for the participants’ and charge 18%
(2018: 17%) and 11% (2018: 17%) respectively of gross contributions as a wakala fee. The shareholders
also manage the participants’ investment funds as a mudarib and charge 25% (2018: 25%) of the general
takaful and family takaful investment income earned by the participants’ investment funds, respectively.
The maximum chargeable wakala fee and mudarib share, as approved by the Shari'a Supervisory Board,
are 35% (2018: 35%) and 25% (2018: 25%) respectively.

26 INVESTMENT INCOME

Year ended
31 December 2019

Share- General Family Total

holders takaful takaful
BD BD BD BD
Deposit income 84,737 180,470 7,970 273,177
Profit on investment securities 54,216 60,959 64,857 180,032
Dividend income 54,908 2,684 28,442 86,034

Gain / (Loss) on sale of

investment securities 90,201 (298) - 89,903
Investment expenses (104,679) - - (104,679)
Impairment on investments (20,087) (63,963) (31,008) {115,058)
159,296 179,852 70,261 409,409
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Takaful International Company B.S.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

26 INVESTMENT INCOME (continued)

Year ended
31 December 2018
Share- General Family
holders takaful takafut Total
BD BD 8D BD
Deposit income 54 937 101,414 13,503 169,854
Profit on investment securities 56,474 35,346 73,639 165,459
Dividend income 79,074 11,216 30,348 120,638
Gain on sale of investment securities 57,043 16,385 7,678 81,106
Investment expenses (163,187) - - (163,187)
Impairment on investments (135,846) (22,799) (17,323) (175,968)
(51,505) 141,562 107,845 197,902
27 OTHER INCOME - NET
Year ended Year ended
31 December 31 December
2019 2018
BD BD
Other income
TPA fees and cther income (subsidiary) 288,844 356,356
Rental income 23,100 27,500
Profit on sale of asset 6,161 14,163
Other income 1,024 8,267
319,129 406,286

28 EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the net profit attributable to the parent's shareholders by

the weighted average number of ordinary shares issued during the year.

Year ended Year ended

31 December 31 December

2019 2018

BD BD

Net profit 690,444 650,731
Weighted average number of ordinary shares issued 85,000,000 76,184,932
Earnings per share 8.12 fils 8.54 Fils
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Takaful International Company B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019 (Audited)

28 EARNINGS PER SHARE (continued)

The Group does not have any potentially dilutive ordinary shares, hence the diluted earnings per share and
earnings per share are identical.

31 December 31 Decernber

Other information 2019 2018
Proposed cash dividend per share - -
Net asset value per share 119 Fils 108 Fils
Share price per Bahrain Bourse at 31 December 90 Fils 85 Fils
Price to earning ratio at 31 December 11 Times 10 Times
Total market capitalisation at 31 December (BD - thousand) 7,650 7,225

29 SEGMENTAL UNDERWRITING RESULTS

Business segments — primary reporting segment
For management purposes, the Group is organised into departments based on the classes of insured risks.
The reportable operating segments of the Group are as follows:

Fire and general takaful offers insurance policies to cover various risks of fire, sabotage and terrorism,
engineering and general accident;

Motor takaful offers insurance policies to cover risks of motor third party, motor comprehensive and
extended warranty,

Marine and aviation takaful offers insurance policies to cover risks of marine cargo, marine hull and
aviation;

Medical takaful offers insurance policies to cover risks of medical contingencies and expenses; and

Family takaful offers insurance policies to cover risks of group takaful and group credit, protection
(decreasing term assurance/ level term assurance) and also for group savings, individual savings,
education and cash back.

Management monitors the underwriting results of the operating segments separately for the purpose of
making decisions about resource allocation and performance assessment. Segment performance is
evaluated based on underwriting profit. The following table presents of segment revenues, measurement of
segment profit for the year and their reconciliation to the Group's income and profit for the year.
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