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Statement of financial position

i
@ as at 31 December 2015 (Expressed in Bahrain Dinars)
4

Shareholders General takaful Family takaful Total

31 December 31 December 31 December 31 December 31 December 31 December 31 December 31 December

Notes 2015 2014 2015 2014 2015 2014 2015 2014
ASSETS
Cash and investments:
Statutory deposit 5 125,000 125,000 - - - - 125,000 125,000
Cash and cash equivalents 6 1,208,440 938,583 3,114,638 1,033,981 847,819 1,371,043 5,170,897 3,343,607
Investment securities 74 2,420,460 3,116,834 958,361 910,079 1,735,654 dslO3r5i9 5,114,475 5,130,432
Investment in equity-accounted joint venture 8 24,003 21,088 - - - - 24,003 21,088
3,777,903 4,201,505 4,072,999 1,944,060 2,583,473 2,474,562 10,434,375 8,620,127
Retakaful and takaful balances receivable 9 - - 7,812,919 10,294,067 378,373 552,448 8,191,292 10,846,515
Due from retakaful companies
in connection with outstanding claims 10 - - 8,105,700 8,587,011 586,192 339,713 8,691,892 8,926,724
Deferred retakaful contribution (i - - 2,075,252 3,741,314 84,912 - 2,160,164 3,741,314
Deferred policy acquisition cost 12 769,705 - - 713,967 - 81,638 769,705 795,605
Property and equipment {3 2,331,839 ([FO58870: - = - - 2,331,839 (RO535valil
Receivable from takaful funds 14 33,439 707,076 - - - - 33,439 707,076
Other receivables and prepayments 14 85,403 113,254 67,230 54,762 9,632 6,526 162,265 174,542
Amounts due from related parties 5 585 962 - - - - 585 962
TOTAL ASSETS 6,998,874 6,976,508 22,134,100 25,335,181 3,642,582 3,454,887 32,775,556 35,766,576
SHAREHOLDERS' EQUITY
Share capital 16 6,250,000 6,250,000 - - - - 6,250,000 6,250,000
Statutory reserve % 480,066 480,066 - - - - 480,066 480,066
General reserve 17 200,000 200,000 - - - - 200,000 200,000
Accumulated losses 1177 (1,036,159 (280,787) - - - - (1,036,159) (280,787)
Investment fair value reserve 17 (74,368) (241,217) (35,792) (192,271) (37,293) 6,442 (147,453) (427,046)
5,819,539 6,408,062 (35,792) (192;27.1) (37,293) 6,442 5,746,454 6P209 5938,
(DEFICIT)/SURPLUS IN PARTICIPANTS' FUND - - (1,425,425) (340,141) 1,060,272 918,338 (365,153) 57 8H97
Takaful funds:
Gross outstanding claims 18 - - 12,116,302 D237 1% 732,458 388,223 12,848,760 12,311,941
Unearned contributions reserve 20 - - 7,794,482 8,222,100 134,716 - 7,929,198 8,222,100
Unearned retakaful commissions 24 - - 340,597 739,641 2,880 Bil5 343,477 739,956
Family takaful technical reserves - - - - 902,107 816,167 902,107 816,167
- - 20,251,381 20,885,459 1,772,161 1,204,705 22,023,542 22,090,164
Retakaful and takaful payables 532,426 - 2,750,330 3,658,042 817,740 1,176,676 4,100,496 4,834,718
Other liabilities and provisions 22 437,683 385,760 588,767 762,228 1,102 3,514 1,027,552 1,151,502
Employees' terminal benefits 23] 209,226 182,686 - - - - 209,226 182,686
Payable to shareholders - - 4,839 561,864 28,600 145,212 33,439 707,076
TOTAL LIABILITIES 1,179,335 568,446 3,343,936 4,982,134 847,442 1,325,402 5,370,713 6,875,982
TOTAL SHAREHOLDERS' EQUITY,
PARTICIPANTS' FUND AND LIABILITIES 6,998,874 6,976,508 22,134,100 2583355181 3,642,582 3,454,887 32,775,556 35,766,576

These financial statements, set out on pages 38 to 88, were approved for issue by the Board of Directors on 23 February 2016 and signed on their behalf by:

Murad Ali Murad Khalil Ebrahim Nooruddin Younis J. Al Sayed
Chairman Vice-Chairman Chief Executive
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Statement of income

for the year ended 31 December 2015

Shareholders

Notes 31 December
2015

Revenues
Gross contributions 29 -
Retakaful share 29 -
Retained contributions -
Movement in unearned contributions 29 -
Net earned contributions -
Net commission and other takaful income/(expenses) 29 -
Total takaful revenue -

Expenses

Gross claims settled -
Claims recovered from retakaful and other parties -
Net movement in outstanding claims -
Net claims incurred 29 -
Transfer to family takaful technical reserve -
Write-offs of impaired takaful receivables -
Provision for impaired takaful receivables 9 -

Total takaful expenses =

Surplus from takaful operations before Wakala fees -
Wakala fees 24 -

(Deficit)/surplus from takaful operations
after Wakala fees -

Wakala fees 24 3,754,171
Investment income 25 344,743
Mudarib share 24 26,096
4,125,010
Management, general and administrative
expenses and depreciation (3,390,543)
Net acquisition costs 26 (929,710)
Impairment loss on investment securities 7 (1,135,781)
Other income (loss) 27 575,652
Net management, general and
administrative expenses (4,880,382)

Net (loss)/profit and (deficit)/surplus for the year (755,372)
Earnings per share 28 (12.09 fils)

These financial statements, set out on pages 38 to 88, were approved for issue by the Board of Directors on 23 February 2016 and signed on their behalf by:

Murad Ali Murad
Chairman

31 December
2014

2,787,833
244,442
{ZE585
3,049,860

(3,444,643)

(442,421)
(6,499)

(3,893,563)

(843,703)
(13.50 fils)

General takaful

31 December
2015

18,120,156
(5,309,514)
12,810,642
(1,248,449)
11,562,193

1,671,061
13,233,254

(16,606,370)
7,802,230
(673,894)
(9,478,034)

(943,053)
(346,467)

(10,767,554)

2,465,700
(3,365,052)

(899,352)

28,582
(8,382)
20,200

(206,132)

(206,132)

(1,085,284)

Khalil Ebrahim Nooruddin

Vice-Chairman

31 December
2014

{19™887569
(957:903)
10,075,666
(130,342)
9,945,324
1,079,941
111 (0245, 2455,

(16,087,111)
7,602,646
(1,067,730)
(9,552,195)

(100,000)
(9,652,195)

1,373,070
©2:351C),2415)

(946,145)

34,917
(8,729)
26,188

(44,421)

(44,421)

(964,378)

Family takaful

31 December
2015

(155258957,
(469,269)
1,056,688
(49,804)
1,006,884
(86,248)
920,636

(533,624)
437,685
(97,755)

(193,694)

(111,999)
(89,420)
(13,816)

(408,929)

511,707
(389,119)

122,588

118,093
(17,714)
100,379

(81,033)

(81,033)

141,934

31 December
2014

1,562,059
(773,516)
788,543
788,543
(118,220)
670,323

(478,459)
397,456
(24,936)

(105,939)
(26,381)

(132,320)

538,003
(468,618)

69,385

59,038
(8,856)
50,182

(14,460)

(14,460)

105,107

(Expressed in Bahrain Dinars)

Total

31 December
2015

19,646,113
(5,778,783)
13,867,330
(1,298,253)
12,569,077

1,584,813
14,153,890

(17,139,994)
8,239,915
(771,649)
(9,671,728)
(111,999)
(1,032,473)
(360,283)

(11,176,483)

2,977,407
(3,754,171)

(776,764)

3,754,171
491,418

4,245,589

(3,390,543)
(929,710)
(1,422,946)
575,652

(5,167,547)

(1,698,722)

Younis J. Al Sayed
Chief Executive

ANNUAL REPORT 2015

31 December
2014

20,795,628
(9,931,419)
10,864,209
(130,342)
10,733,867
o612l
11,695,588

(16,565,570)
8,000,102
(1,092,666)
(9,658,134)
(26,381)

(100,000)
(9,784,515)

179015073
(2,787,833)

(876,760)

2,787,833
338,397

3,126,230

(3,444,643)

(501,302)
(6,499)

(3,952,444)

(1,702,974)

o



Statement of other comprehensive income

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)
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Statement of changes in shareholders’ equity

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)
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Statement of changes in participants’ fund

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)

TAKAFUL INTERNATIONAL




Statement of cash flows

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)
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Notes to the financial statements

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)

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 1989.

The activities of the Company are organised 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. 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 Company is in the Kingdom of Bahrain.

2 Basis of presentation
Statement of compliance
The 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 AAOIFI standards, International Financial Reporting Standards (“IFRS") have been applied.

Functional currency

Bahrain Dinarsis the Company's functional currency and also the currency in which the Company's share capital is denominated. Accordingly, the financial statements
have been prepared in Bahrain Dinars.

Basis of presentation

The financial statements have been prepared under the historical cost convention and using going concern assumption except for investment securities which are
stated at their fair values.

The preparation of 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 Company's accounting policies.

Standard issued and effective in 2015 but not relevant

The following new standards is mandatory for accounting periods beginning on or after 1 January 2015 or subsequent periods, but are not relevant to the Company's

operations:
Standard or Interpretation Title Effective for annual periods beginning on or after
FAS 27 Investment Accounts 1 January 2015

TAKAFUL INTERNATIONAL



Notes to the financial statements

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)

3 Significant accounting policies
i) Accounting policies

A summary of the significant accounting policies adopted in the preparation of these financial statements is set out below. These policies have been consistently
applied to all the years presented, unless otherwise stated.

Takaful operations

As an Islamicinsurance provider, the Company issues contracts that are based on co-operative activity by risk sharing or financial risk, or both. The Company classifies
allits contracts individually as either takaful contracts or investment contracts.

Takaful contracts are those contracts where the insurer accepts significantinsurance risk from the participants by agreeing to compensate the participants if a specified
uncertain future event adversely affects the participants. As a general guideline, the Company defines significant insurance risk as the possibility of having to pay
benefits on the occurrence of an insured event.

Investment contracts are contracts where there is insignificant transfer of insurance risk from the participants to the Company. They are accounted for as financial
instruments under IAS 39: “Financial Instruments: Recognition and Measurement” and Revenue arising from such contracts is recognised in accordance with IAS 18:
“Revenue Recognition".

General takaful

Gross contributions represent the total business written in the year, including contributions on annual takaful contracts covering part or all of the year. In addition,
gross contributions include certain contributions derived from local inward business under co-takaful arrangements. Gross contributions in respect of annual takaful
contracts are recognised in the statement of income at takaful contractinception. In respect of longer term takaful contracts, contributions are spread over the tenure
of the takaful contracts on a straight-line basis and the unexpired portion of such contributions is included within “unearned contributions” in the statement of
financial position for the initial period of the year and the balance unexpired portion of such contribution is included in the other payables.

Unearned contributions represent the portion of contributions received on in-force contracts that relate to unexpired risks at the statement of financial position date.
In accordance with the provisions of Volume 3 of the Insurance Rulebook issued by the Central Bank of Bahrain, unearned contributions in respect of annual takaful
contracts at the statement of financial position date have been calculated on retained contributions in order to spread the contributions earned over the tenure of the
takaful contracts, as follows:

e by the '24th method' for all annual takaful contracts, except for marine cargo business; and
* by the ‘6th method' for marine cargo business.

Retakaful share represents amounts paid to retakaful companies in accordance with retakaful contracts entered into by the Company. In respect of proportional
retakaful contracts and non-proportional retakaful contracts, the amounts are recognised in the statement of income in accordance with the terms of these
contracts.

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

The Company defers commission income and expense:

e by the '24th method' for all annual insurance contracts, except for marine cargo business; and
e by the ‘6th method' for marine cargo business.

in order to spread the commission income and expense earned over the terms of the insurance contracts.
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Notes to the financial statements

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)

3 Significant accounting policies (continued)
General takaful (continued)

Gross claims settled are charged to the statement of income in the year in which the claims payable to policyholders and third parties is determined as per the terms of
the takaful contracts. This includes the settlement and handling costs of paid and outstanding claims arising from events occurring during the financial period.

Claims recovered from retakaful and other parties include amounts recovered from retakaful companies in respect of the gross claims paid by the Company, in
accordance with the retakaful contracts held, together with salvage and other claims recoveries.

Gross outstanding claims comprise the gross estimated cost of claims incurred but not settled at the statement of financial position date, whether reported or
not. Provisions for gross outstanding claims is based on estimates of the outstanding loss which will eventually be payable on each reported claim, established by
management based on currently available information and past experience modified for changes reflected in current conditions, increased exposure, rising claims
costs and the severity and frequency of recent claims, as appropriate. In addition, a provision based on management's judgment and the Company's prior experience
is maintained for the cost of settling claims incurred but not reported at the statement of financial position date. Outstanding claim provisions are not discounted for
their value of money.

Liability adequacy tests are performed at each 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 isimmediately charged to the statement of income by establishing a provision for losses arising
from liability adequacy tests.

Family takaful

Family takaful technical reserves represent the present value of future benefit obligations in respect of family takaful contracts in force at the 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 Company'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 4.25% per annum (2014: 4.25% 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.

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

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 modified for changes reflected in current creditors, increased exposure,
rising claims costs and the severity and frequency of recent claims as appropriate. Outstanding claim provisions are not discounted for time value of money.
Retakaful share represents amounts paid to retakaful companies in accordance with retakaful contracts entered into by the Company. In respect of proportional
retakaful contracts and non-proportional retakaful contracts, the amounts are recognised in the statement of income in accordance with the terms of these
contracts.

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

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

Gross claims recovered include amounts recovered from retakaful companies in respect of the gross claims paid by the Company in accordance with the retakaful
contracts held.

TAKAFUL INTERNATIONAL



Notes to the financial statements

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)

3 Significant accounting policies (continued)
Financial assets
Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They arise principally through the
provision of services to customers and also incorporate other types of contractual monetary asset. They are initially recognised at fair value plus transaction costs
that are directly attributable to their acquisition or issue, and are subsequently carried at amortised cost using the effective profit rate method, less provision for
impairment.

The Company's loans and receivables comprises of retakaful and takaful receivables, due from retakaful companies in connection with outstanding claims and cash
and cash equivalents in the statement of financial position.

Retakaful and takaful receivables

The benefits to which the Company is entitled 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 retakaful commissions and amounts recoverable from retakaful companies in connection
with outstanding claims, that are dependent on the expected claims and benefits arising under the related takaful 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.

Retakaful and takaful balances receivable are stated at cost less any impairment losses. Amounts receivable from retakaful companies relating to claims are estimated
in a manner consistent with the claim liability associated with the retakaful companies.

The Company assesses its retakaful assets for impairment on a quarterly basis. If there is objective evidence that the retakaful asset is impaired, the Company
reduces the carrying amount of the retakaful asset to its recoverable amount and recognises that impairment loss in the statement of income. Objective evidence
for impairment is assessed as a result of an event that occurred after initial recognition of the retakaful asset that the Company may not be able to receive all the
amounts due under the terms of the contract and that the event has a reliably measurable impact on the amounts that the Company will receive from the retakaful
Company.

Investment securities

Investment securities intended to be held for an indefinite period of time, which may be sold in response to needs for liquidity or changes in profit rates, are classified
as non-current assets unless management has the express intention of holding the investment for less than 12 months from the statement of financial position date,
or unless they will need to be sold to raise operating capital, in which case they are included in current assets. Investments are initially recognised at cost but are
subsequently carried at fair value. Any unrealised gains and losses arising from changes in the fair value of investments are taken to a fair value reserve in owner's
equity. When investments are sold or assessed as impaired, the accumulated fair value adjustments are included in the statement of income as gains or losses from
investments.

All purchases and sales of investments are recognised on the trade date, which is the date that the Company commits to purchase or sell the asset. The cost of
purchase includes transaction costs. Investments are derecognised when the rights to receive cash flows from the investments have expired or have been transferred
and the Company has substantially transferred all the risks and rewards of ownership.

Investment fair value reserve
Investments classified as investment securities are re-measured at their fair values and the net difference arising between the carrying amounts and their fair values are
credited to a separate component of Owner’s equity in a fair value reserve. Gains and losses arising from changes in fair value of investment securities are recognised

in the fair value reserve in the statement of changes in equity. On sale of investment securities the component in the investment fair value reserve is transferred to the
statement of income in the year of de-recognition.

ANNUAL REPORT 2015



Notes to the financial statements

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)

3 Significant accounting policies (continued)
Financial assets (continued)
Impairment of assets

The Company assesses at each statement of financial position date whether there is objective evidence that an asset is impaired. Objective evidence that financial
assets (including equity securities) are impaired can include default or delinquency by a borrower, restructuring of a loan or advance by the Company on terms that
the Company would not otherwise consider, indications that a borrower or issuer will enter bankruptcy, the disappearance of an active market for a security, or other
observable data relating to a Company of assets such as adverse changes in the payment status of borrowers or issuers in the Company, or economic conditions that
correlate with defaults in the Company. In addition, for an investmentin an equity security, a significant or prolonged decline in its fair value below its cost is objective
evidence of impairment.

a) Impairment of investment securities

In the case of investments in equity securities classified as investment securities and measured at fair value, a significant or prolonged decline in the fair value of the
security below its cost is considered in determining whether the assets are impaired. If any such evidence exists forinvestment securities, the cumulative loss measured
and the difference between the acquisition cost and the current fair value, less any impairment loss on that investment previously recognised in the statement of
changes in shareholders’ equity is removed from equity and recognised in the statement of income. Impairment losses recognised in the statement of income on
equity securities are not subsequently reversed through the statement of income. For investment securities carried at cost, the Company makes an assessment of
whether there is an objective evidence of impairment for each investment by assessment of financial and other operating and economic indicators. Impairment is
recognised if the estimated recoverable amount is assessed to be below the cost of the investment.

b) Impairment of other non-financial assets

The carrying amount of the Company's assets or its cash generating unit, other than financial assets, are reviewed at each statement of financial position date to
determine whether there is any indication ofimpairment. A cash generating unitis the smallestidentifiable asset that generates cash flows that largely are independent
from other assets. If any such indication exists, the asset's recoverable amount is estimated. The recoverable amount of an asset or a cash generating unit is the
greater of its value in use or fair value less costs to sell. An impairment loss is recognised whenever the carrying amount of an asset or its cash generating unit exceeds
its estimated recoverable amount. Impairment losses are recognised in the statement of income. Impairment losses are reversed only if there is an indication that the
impairment loss may no longer exist and there has been a change in the estimates used to determine the recoverable amount. Separately recognised goodwill is tested
annually forimpairment and carried at cost less accumulated impairment losses. Impairment losses on goodwiill are not reversed.

Financial liabilities

The financial liabilities of the Company 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 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 isimmediately charged to the statement of income by establishing a provision for losses arising
from liability adequacy tests.
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Notes to the financial statements

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)

3 Significant accounting policies (continued)
Provisions
The Company has recognised provisions for liabilities of uncertain timing or amount including those for onerous leases, warranty claims, leasehold dilapidations and
legal disputes. The provision is measured at the best estimate of the expenditure required to settle the obligation at the reporting date, reflecting current market
assessments of the time value of money and risks specific to the liability.
Property and equipment and accumulated depreciation
Property, plant and equipment are stated at historical cost less accumulated depreciation and impairment losses, with the exception of freehold land which is not
depreciated. Freehold land is not depreciated as it is deemed to have an infinite life. Cost includes all costs directly attributed to bringing the asset to working

condition for its intended use.

Depreciation is calculated on the straight-line method to write-off the cost of property and equipment to their estimated residual values over their expected useful
lives as follows:

Buildings on freehold land 30 years
Furniture and fixtures 5-10years
Office equipment 5 years
Motor vehicles 4 years

The estimated useful lives of the leasehold buildings are determined based on the remaining lease period of the land on which the buildings are constructed.

Gains and losses on disposal of property and equipment are determined by reference to their carrying amount and are taken into account in determining net profit.
Repairs and renewals are charged to the statement of income when the expenditure is incurred.

The carrying values of the property and equipment are reviewed for impairment when events or changes in circumstances indicate the carrying values may not be
recoverable. If any such indication exists, and where the carrying values exceed the estimated recoverable amounts, the property and equipment are written-down
to their recoverable amounts.

Capital work-in-progress

Expenditure incurred on the construction of new facilities prior to the commencement of commercial use is capitalised. Capital work in progress is transferred to
property and equipment and depreciated at the time of commencement of their commercial use.

Investment in joint venture

The Company's interests in jointly controlled entities, being entities in which two or more parties contractually agree to share control over an economic activity, are
accounted for using the equity method of accounting, as the Company's management believes that it exercises joint control, that is the power, directly or indirectly,
to jointly govern the financial and operating policies of the jointly controlled entities. Equity accounting involves recording the interest in the jointly controlled entity,
initially at cost, and adjusting it for the post-acquisition changes in the Company's share of the results of operations of the jointly controlled entity. The equity method
is applied from the date on which the Company assumes joint control over an entity, and ceases when joint control is relinquished.
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Notes to the financial statements

for the year ended 31 December 2015 (Expressed in Bahrain Dinars)

3 Significant accounting policies (continued)
Employees’ terminal benefits
Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service is provided. A provision is recognised for the
amount expected to be paid under short-term cash bonus or profit-sharing plans if the Company has a present legal or constructive obligation to pay this amount as
aresult of past service provided by the employee and the obligation can be estimated reliably.

Post-employment benefits

Employee benefits and entitlements to annual leave, holiday, air passage and other short-term benefits are recognised as they accrue to the employees. The Company
contributes to the pension scheme for Bahraini nationals administered by the Social Insurance Organisation in the Kingdom of Bahrain. This is a defined contribution
pension plan and the Company's contributions are charged to the statement of income in the year to which they relate. In respect of this plan, the Company has a
legal obligation to pay the contributions as they fall due and no obligation exists to pay the future benefits.

The expatriate employees of the Company are paid leaving indemnity in accordance with the provisions of the Bahrain Labour Law. The Company accrues for its
liability in this respect on an annual basis.

Leases

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases. Payments made under operating
leases (net of any incentives received from the lessor) are charged to the statement of income on a straight-line basis over the period of the lease. The aggregate
benefit of lease incentives is recognised as a reduction of the rental expense over the lease term on a straight-line basis.

Islamic financing

Islamic financing towards ljarah Muntahia Bittamleek facility are recognised initially at the proceeds received, net of transaction costsincurred. In subsequent periods,
these are stated at amortised cost, and any differences between proceeds (net of transaction costs) and the repayment amounts are recognised in the statement of
income over the period of the financing.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents comprises of cash on hand and call, current account balances with bank and bank fixed
deposits with original maturities of three months or less.

Dividends and board remuneration

Dividends and board remuneration are recognised when they become legally payable. In the case of interim dividends to equity shareholders, this is when declared
by the directors. In the case of final dividends and board remuneration, this is when approved by the shareholders at the Annual General Meeting.

Foreign currency transactions

Foreign currency transactions are accounted for at the rates of exchange prevailing at the dates of the transactions. Gains and losses arising from the settlement of
such transactions and from the translation, at the year-end rates, of monetary assets and liabilities denominated in foreign currencies, are recognised in the statement
of income.

Share capital

Financial instruments issued by the Company are classified as equity only to the extent that they do not meet the definition of a financial liability or financial asset. The
Company's ordinary shares are classified as equity instruments.
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3 Significant accounting policies (continued)
Dividend income
Dividend income is recognised when the Company's right to receive payment is established.
Other income
Otherincome is accounted for on the accruals basis, unless collectibility is in doubt.
Earnings prohibited by Shari'a

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

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-makers. The chief operating decision
maker have been identified as the Chief Executive Officer of the Company.

4 Critical accounting judgments and key source of estimation uncertainty

The preparation of the financial statements in accordance FAS issued by AAOIFI requires the Company's management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts
of revenue and expenses during the reporting period. The determination of estimates requires judgments which are based on historical experience, current and
expected economic conditions, and all other available information. Actual results could differ from those estimates.

The most significant areas requiring the use of management estimates and assumptions in these financial statements relate to:

ultimate liability arising from claims made under insurance contracts;
power to exercise significant influence;

economic useful lives of property and equipment;

fair value of investments;

impairment of investment securities;

fair value measurement;

legal proceedings;

provisions;

contingencies; and

going concern.

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 Company’s most critical accounting estimate. There are several
sources of uncertainty that need to be considered in the estimate of the liability that the Company will ultimately pay for such claims. The estimations for claims
incurred but not reported (IBNR) uses statistical models including an estimation made to meet certain contingencies such as unexpected and unfavourable court
judgments which may require a higher payout than originally estimated and settlement of claims, which may take longer than expected, resulting in actual payouts
being different than estimated.
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4 Critical accounting judgments and key source of estimation uncertainty (continued)
Power to exercise significant influence

Where the Company holds less than 20% of voting rights in an investment but the Company has the power to exercise significant influence, such an investment
is treated as an associate. In the opposite situation where the Company holds more than 20% of the voting rights and the Company does not exercise significant
influence, the investment is treated as an investment security, since the Company’s control is considered temporary in nature. Where the Company holds more
than 50% of the voting rights and exercises only temporary control or joint control, the investment is treated either as investment in a joint venture or investment
securities.

Economic useful lives of property and equipment

The Company's property and equipment are depreciated on a straight-line basis over their economic useful lives. Useful economic lives of property and equipment
are reviewed by management periodically. The review is based on the current condition of the assets and the estimated period during which they will continue to
bring economic benefit to the Company.

Fair value of investments

The Company determines fair values of investment designated as investment securities that are not quoted in active markets by using valuation techniques which
include net asset valuation and recent transaction prices. Fair value estimates are made at a specific pointin time, based on market conditions and information about
the investee companies. These estimates are subjective in nature and involve uncertainties and matters of significant judgment and therefore, cannot be determined
with precision. There is no certainty about future events (such as continued operating profits and financial strengths). It is reasonably possible, based on existing
knowledge, that outcomes within the next financial year that are different from assumptions could require a material adjustment to the carrying amount of the
investments. In the absence of alternative information the Company management estimate fair values based on information from and discussions with representatives
of the management of the investee companies, and based on the latest available audited and un-audited financial statements.

Impairment of investment securities

The Company determines that investment securities are impaired when there has been a significant or prolonged decline in the fair value below its cost. This
determination of what is significant or prolonged requires judgment and is assessed for each investment separately. In case of quoted equity securities, the Company
considers a decline of more than 30% in the fair value below cost to be significant and considers a decline below cost which persists for more than 6 months as
prolonged.

Where fair values are not readily available and the investment securities are carried at cost, the recoverable amount of such investmentis subject to a test forimpairment.
In making a judgment of impairment, in investments in funds in the real estate sector, the Company evaluates among other factors, evidence of deterioration in the
financial health of the project, impacts of delays in execution, industry and sector performance, changes in technology, and operational and financing cash flows.

Fair value measurement
A number of assets and liabilities included in the Company's financial statements require measurement at, and/or disclosure of, fair value.

The fair value measurement of the Company'’s financial and non-financial assets and liabilities utilises market observable inputs and data as far as possible. Inputs used
in determining fair value measurements are categorised into different levels based on how observable the inputs used in the valuation technique utilised are (the ‘fair
value hierarchy'):

e Level 1: Quoted prices in active markets for identical items (unadjusted);
e Level 2: Observable direct or indirect inputs other than Level 1 inputs; and
e Level 3: Unobservable inputs

The classification of an item into the above levels is based on the lowest level of the inputs used that has a significant effect on the fair value measurement of the item.
Transfers of items between levels are recognised in the period they occur.
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4 Critical accounting judgments and key source of estimation uncertainty (continued)
Fair value measurement (continued)

The financial assets, financial liabilities and non-financial assets of the Company that either require fair value measurements or only fair value disclosures as at 31
December 2015 is shown in Note 30.

Legal proceedings

The Company recognises provision where there is a present obligation from a past event, a transfer of economic benefits is probable and the amount of costs of
the transfer can be estimated reliably. In instances where the criteria are not met, a contingent liability may be disclosed in the notes to the financial statements.
Obligations arising in respect of contingent liabilities that have been disclosed, or those which are not currently recognised or disclosed in the financial statements
could have a material effect on the Company's financial position. Application of these accounting principles to legal cases requires the Company's management to
make determinations about various factual and legal matters beyond its control.

The Company reviews outstanding legal cases following developments in the legal proceedings at each reporting date, in order to assess the need for provisions
and disclosures in its financial statements. Among the factors considered in making decisions on provisions are the nature of litigation, claims or assessment, the
legal process and potential level of damages in the jurisdiction in which the litigation, claims or assessment has been brought, the progress of the case (including the
progress after the date of the financial statements but before those statements are issued), the opinions or views of legal advisers, experience on similar cases and any
decision of the Company's management as to how it will respond to the litigation, claim or assessment.

Provisions

The Company creates provision forimpaired trade receivables to account for estimated losses resulting from the inability of customers to make the required payments.
At 31 December 2015, in the opinion of the Company’s management, a provision of BD 622,811 is required against impaired general takaful receivables (2014:
BD262,528). When evaluating the adequacy of a provision for impaired trade receivables, management bases its estimate on current overall economic conditions,
ageing of the accounts receivable balances, historical write-off experience, customer creditworthiness and changes in payment terms. Changes in the economy,
industry or specific customer conditions may require adjustments to the provisions forimpaired trade receivables recorded in the financial statements.

Contingencies

By their nature, contingencies will only be resolved when one or more future events occur or fail to occur. The assessment of such contingencies inherently involves
the exercise of significant judgment and estimates of the outcome of future events.

Going concern
The management of the Company reviews the financial position on a periodical basis and assesses the requirement of any additional funding to meet the working
capital requirements and estimated funds required to meet the liabilities as and when they become due. In addition, the shareholders of the Company ensure that
they provide adequate financial support to fund the requirements of the Company to ensure the going concern status of the Company.

5 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 BD125,000
(2014: BD125,000) has been deposited with Bahrain Islamic Bank B.S.C. in the name of the Company and for the order of Central Bank of Bahrain.
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30

Segmental underwriting results (continued)
Geographical segments — secondary reporting segment

A geographical segment is engaged in providing products or services within a particular economic environment that are subject to risks and return that are different
from those of segments operating in other economic environments.

The Company's activities 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 with operations in the State of Qatar as well.

The geographical segment reporting of the Company as at 31 December 2015 and 2014 is as follows:

Gross contributions Non-current assets
by location by location of assets
2015 2014 2015 2014
Kingdom of Bahrain 18,347,426 19,643,199 2,274,912 1,877,404
State of Qatar 1,298,687 (598499 56,927 76,307

Financial assets and liabilities and risk management

Financial assets and liabilities carried on the statement of financial position include statutory deposits, cash and cash equivalents, investment securities and retakaful

and takaful receivables, retakaful and takaful payables, other liabilities and payable to shareholders. The particular recognition methods adopted are disclosed in the

individual policy statements associated with each item.

Capital management

The Company's objectives when maintaining capital are:

e to safeguard the entity's ability to continue as a going concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders;
and

e to provide an adequate return to shareholders by pricing products and services commensurately with the level of risk.

The Company manages its capital structure and makes adjustments to it, in the light of changes in economic conditions. No changes were made in the objectives,
policies and processes during the years ended 31 December 2015 and 2014.

The Company monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. The Company includes within net debt, retakaful and

takaful payables, other liabilities and provisions less cash and cash equivalents. Capital includes share capital and reserves attributable to the shareholders of the
Company.
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30 Financial assets and liabilities and risk management (continued)
Risk management

The Board of Directors has overall responsibility for the determination of the Company's risk management objectives and policies and, whilst retaining ultimate
responsibility for them, it has delegated the authority for designing and operating processes that ensure the effective implementation of the objectives and policies
to the Company's finance function. The Board receives monthly reports from the Company Financial Controller through which it reviews the effectiveness of the
processes put in place and the appropriateness of the objectives and policies it sets. The Company's internal auditors also review the risk management policies and
processes and report their findings to the Audit Committee.

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly affecting the Company's competitiveness and flexibility.
The Company is exposed through its operations to the following financial risks:

Takaful risk
Retakaful risk
Liquidity risk
Regulatory risk
Investment risk
Legal risk
Reputation risk
Credit risk
Currency rate risk
Profit margin risk
Fair value risk
Profit rate risk

Takaful risk

The risks under each takaful contract are the possibility that the insured event occurs and the uncertainty of the amount of the resulting claim. By the very nature
of a takaful contract, this likelihood of this risk occurring is unpredictable. The principal risks that the Company faces under such contracts are the occurrence of an
insured event and the severity of the reported claim. The Company'’s risk managed by diversification of takaful risks over a large portfolio of contracts, as a diversified
portfolio is less likely to be affected by any single unexpected event or series of events.

The Company does not have any single takaful contract, or small number of related contracts, that cover low frequency, high-severity risks such as earthquakes, or
takaful contracts covering risks for single incidents that expose the Company to potentially large claims. The Company's takaful risk is not exposed to unexpected
changes in trends or in participants' behaviour or to major changes in financial market conditions. The Company has adequately provided for takaful risks that may
involve significant litigation.

The primary control in respect of takaful risk is the cession of risks to third parties through retakaful. The majority of retakaful business ceded is placed on either a
proportional or non-proportional basis, with retention limits varying by lines of business. The placements of retakaful contracts are diversified so that the Company
is not dependent on a single retakaful Company or a retakaful contract.

Delegate authorities pertaining to underwriting and retention policies and procedures regulate who is authorised and accountable for concluding takaful and retaka-

ful contracts and under what conditions. Compliance with these authorities is regularly checked and developments in the global, regional and local markets are
closely monitored, reacting where necessary with appropriate change in underwriting authorities when required.
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30 Financial assets and liabilities and risk management (continued)
Retakaful risk

Retakaful is used to manage takaful risk. Although the Company has retakaful arrangements, this does not, however, discharge the Company’s liability as primary
insurer and thus a credit risk remains with respect to retakaful ceded if any retakaful Company is unable to meet its obligations to the Company under such retakaful
arrangements, the Company remains liabilities for the gross claim. The Company minimises such credit risk by entering into retakaful arrangements with counter-
parties having good credit ratings. The creditworthiness of retakaful companies is re-assessed annually by reviewing their financial strength and credit rating prior
to finalisation of any contract. Solvency risks are controlled by regularly monitoring the provisions for claims that have been submitted but not yet settled and by
amending the provisions, if deemed necessary.

Geographical region

A geographical analysis of the Company's net retakaful exposure at 31 December 2015 and 2014 is provided below:

2015 2014
General Family General Family
takaful takaful takaful takaful
Middle East 860,600 223,248 9275250) 40,782
Europe 60,064 35799 358,473 242,401
Rest of the world 11,603 - 246,897 -
932,267 227,047 1,532,620 283,183

The five largest reinsurers account for 30% of the maximum credit exposure at 31 December 2015 (2014: 17 %).
Financial risk

The Company is exposed to financial risk through its financial assets, financial liabilities, retakaful assets and takaful liabilities. The key financial risk is that the proceeds
from its financial assets are not sufficient to fund the obligations arising from its takaful and investment contracts. The most important components of financial risk
are profit rate risk, equity price risk, currency rate risk, credit risk and liquidity risk.

These risks arise from open positions in profit rate, currency and equity products, all of which are exposed to general and specific market movements. The Company
manages these positions within an Asset Liability Management (ALM) framework that ensures that its insurance funds are invested in short-term instruments to meet
its takaful liabilities.

Profit raterisk s the risk that the value of a financial instrument will fluctuate due to changes in market profit rates. The Company is exposed to market risk with respect
to its Islamic investments. The Company limits market risk by maintaining a diversified portfolio and by continuous monitoring of developments in international
investment markets. In addition, the Company actively monitors the key factors that affect stock market movements, including analysis of the operational and
financial performance of investments. The Company's other assets and liabilities, in the opinion of the management, are not sensitive to profit rate risk.
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Market risk

Marketrisk s the risk that the value of a financial instrument will fluctuate as a result of changes in market prices, whether those changes are caused by factors specific
to the individual security, orits issuer, or factors affecting all securities traded in the market.

The Company is exposed to market risk with respect to its investments in equities, managed funds and bonds. The impact on investment fair value reserve and equity
of a 1% increase/decrease in prices would be +/- of BD51,144 (2014: +/- of BD51,304).

The management has set up an investment policy to manage its investment portfolio. The Company limits market risk by maintaining a diversified portfolio and
by continuous monitoring of developments in international equity and bond markets. In addition, the Company actively monitors the key factors that affect stock

market movements, including analysis of the operational and financial performance of investees.

A geographical analysis of the Company's investment securities is:

31 December 31 December

2015 2014
Kingdom of Bahrain 2,152,857 1" 83077
Other GCC countries 1,673,620 2,201,615
Asia/BRIC 778,298 1,062,854
UK and Europe - 23,937,
United States 92,595 93513
Other countries/global 417,105 418,336

5,114,475 5,130,432

Creditrisk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a financial loss. The Company adopts
policies and procedures in order to maintain credit risk exposures within limits. These limits have been set on the basis of the types of exposures and the credit rating
of the counter party and are regularly monitored by the management.

For all classes of financial assets held by the Company, other than those related to retakaful contracts as described in takaful risk above, the maximum credit risk
exposure to the Company is the carrying value as disclosed in the statement of financial position.

The Company does not enter into derivatives to manage credit risk, although in certain isolated cases may take steps to mitigate such risks if it is sufficiently
concentrated. Quantitative disclosures of the credit risk exposure in relation to financial assets are set out below. Further disclosures regarding other receivables,
which are neither past due norimpaired, are provided in Note 9 and Note 10 to these financial statements.
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30 Financial assets and liabilities and risk management (continued)
Profit margin risk

Profit margin risk arises from the possibility that changes to margin will effect either future profitability or the fair value of financial instruments. The Company is
exposed to profit margin risk on its investments and deposits. The Company limits profit margin risk by monitoring changes in margin prices in the currencies in which
deposits and investments are denominated.

Less than more than
three months three months Total
Statutory deposits = 125,000 125,000
Call account and islamic deposit balances 18557793 12 443"935 2597:05.28
At 31 December 2015 1,557,793 1,538,935 3,096,728
At 31 December 2014 609,923 1,253,517 1,863,440

The effective profit rates by major class of currencies for each major class of profit-bearing financial instruments are as follows:

2015 2014

Effective rate of return Effective rate of return

Us$ BD us$ BD

Statutory deposits - 1.20% ; 2.10%
Call account and islamic deposits 3.57% 1.68% 3.88% 1.79%

Regulatory risk is the risk of non-compliance with regulatory and legal requirements in the Kingdom of Bahrain and the State of Qatar. The Company's Compliance
Department is currently responsible for ensuring all regulations are adhered to.

Investment risk is defined as the uncertainty about the future benefits to be realised from an investment. The Company has well-defined policies for managing
investment risk. These policies cover investment authority limits and investment assessment practices. The Investment Department, the Risk Department and the
Finance Department study the impact of transactions on the Company's statement of financial position and monitors the investment portfolio on a continuous basis.
Every investment application is reviewed by a designated body depending on the size and the nature of the transaction. Fair valuation is generally conducted on a
quarterly basis. The Company has a policy to ensure the conservatism convention and to make the necessary provisions when they are warranted.

Liquidity risk is defined as the risk that funds will not be available to meet liabilities as they fall due. The Finance Department and Investment Committee has
the overall responsibility for managing the funds and the liquidity of the Company. The day-to-day management of liquidity is the responsibility of the Finance

Department along with Chief Executive Officer. The Board provides broad guidelines as regards minimum liquid assets that need to be maintained and uses the assets
maturity profile for managing the liquidity risk.

The table setting out the contractual maturities (representing undiscounted contractual cash-flows) of financial liabilities is disclosed in Note 22.
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30 Financial assets and liabilities and risk management (continued)
Fair value measurement (continued)

The reconciliation of the opening and closing fair value balance of level 3 investment securities is provided below:
31 December 31 December

2015 2014
Opening balance 2,106,641 2,832,924
Additions during the year 16,797 956,429
Disposals during the year (386,683) (1,084,670)
Impairment loss for the year (378,475) (606,369)
Unrealised fair value gain included in other comprehensive income 18,805 343
Realised fair value gains on sale of investment securities for the year 96,721 7,984
Closing balance 1,473,806 2,106,641

In the opinion of Company’'s management, a reasonable possible change in one significant observable input, holding other input constant of level 3 financial
instruments is not expected to have a significant impact on the profit or loss and other comprehensive income as well as fair values of level 3 financial instruments as
at 31 December 2015.

Legal risk includes the risk of unexpected losses from transactions and/or contracts not being enforceable under applicable laws or from unsound documentation.
The Company deals with several external law firms to support it in managing the legal risk.

Reputation risk is the risk that negative perception regarding the Company’s business practices or internal controls, whether true or not, will cause a decline in the
Company's investor base and lead to costly litigations which could have an adverse impact on the liquidity of the Company. The Board represented by the Board
Executive Committee examines the issues that are considered to have reputation repercussions for the Company and issues directives to address these.

31 Capital adequacy and solvency margin requirements

Solvency margin requirements are determined in accordance with the regulatory requirements established by the Central Bank of Bahrain and are calculated
with reference to a prescribed contributions and claims basis. Where these calculations resulting solvency margin requirements falling below the minimum fund
size prescribed by regulations, such minimum fund size is considered as the required margin of solvency. The shareholders' available capital for the Company is
BD5,918,000. After considering the netadmissible assets of General Participants and Family Takaful Funds to cover solvency margin BD(5,096,000) and the required
solvency margin of BD 3,791,000, the net capital is BD(2,969,000).

32 Sharia'a Supervisory Board
The Company's business activities are subject to the supervision of a Sharia'a supervisory Board consisting of three members appointed by the Board of Directors.

The Sharia'a Supervisory Board performs a supervisory role in order to determine whether the operations of the Company are conducted in accordance with Islamic
Sharia'a rules and principles.
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