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REPORT OF THE BOARD OF DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2025

Dear Shareholders,

We are pleased to present the annual report for Takaful Emarat Insurance and its subsidiary for the year ending
31 December 2025. This report highlights our key achievements and financial performance.

Through a comprehensive assessment of our operations, we have identified and devised strategic measures to
enhance our operational efficiencies. This initiative led to a significant restructuring, optimized our resources,
improved cost efficiencies, and shatpened our focus on core competencies.

Takaful revenue for the year ended 31 December 2025, has reached AED 611 million, compared to AED 420
million in the previous year. Net investment income for the year ended 31 December 2025, reached AED 62
million, up from AED 32 million last year. Net profit attributable to shareholders after tax for the year ended
December 31, 2025, has reached AED 15.9 million, compared to AED 11.2 million in the previous year.

As we look ahead to the coming year, the Board of Directors is committed to dtiving sustainable growth and
innovation across our organization. Our strategic plan focuses on expanding our market presence, enhancing
opetational efficiencies, and investing in cutting-edge technologies to stay ahead of industry trends. We will also
pioritize strengthening our customer relationships and exploring new opportunities for collaboration and
pattnerships. By fostering a culture of excellence and agility, we aim to deliver long-term value to our
shareholders and stakeholders, ensuring continued success and resilience in an ever-evolving business landscape.

We would like to formally express our heartfelt appreciation and gratitude to all stakeholders of Takaful Emarat
Insurance (PSC). Your unwavering support and trust have been instrumental in our success. Additionally, we
extend our deepest thanks to our management and staff for their sincere dedication and hard work, which have
significantly contributed to the Group's successful growth. Your commitment and efforts are truly valued and
recognized.

May God; the Almighty; guide our steps

Mr. Nooraldeen Subhi Atatreh
Chairman
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Independent Auditor’s Report
To the Shareholders of Takaful Emarat - Insurance (PSC)

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Takaful Emarat Insurance (P.8.C) (the “Company”)
and its subsidiary (the “Group”), which comprise the consolidated statement of financial position as at 31
December 2025, and the consolidated statement of profit or loss, consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including material accounting policy information.

In out opinion, the accompanying consolidated financial statements present fairly, in all matetial respects, the
consolidated financial position of the Group as at 31 December 2025, and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with IFRS Accounting Standards as issued
by International Accounting Standards Board (IASB).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Out responsibilities
under those standards ate further described in the Anditor’s Responsibilities for the Aundit of the consolidated Financial
Statements section of our report. We are independent of the Group in accordance with Inzernational Ethics Standards
Board for Acconntants’ Code of Ethies for Professional Acconntants (including International Independence Standards)
(“IESBA Code”), together with the other ethical requitements that are relevant to the audit of the consolidated
financial statements in United Arab Emirates (“UAE”), and we have fulfilled our other ethical requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to note 28 of the consolidated financial statement which states that the Group did not meet
the Minimum Capital Requirements of AED 100 million, Solvency Capital Requirements of AED 94.4 million
and Minimum Guarantee Fund of AED 84.1 million as at 31 December 2025. The Group will need to develop
and implement an appropriate solvency recovery plan in order to restore compliance with these regulatory capital
requirements. This indicates that a material uncertainty exists that may cast significant doubt on the Group's
ability to continue as a going concern. Qur opinion is not modified in respect of this matter.

© 2026 Grant Thomton UAE. All rights reserved. . ) . grantthornton.ae
Grant Thornton UAE is the trading name for Grant Thornton Audit and Accounting Limited (incorporated in the British Virgin Islands and registered with the Dubai Financial
Services Authority), its licensed branches in Abu Dhabi, Dubai, Sharjah, Abu Dhabi Global Market and its subsidiary Grant Thornton LLC.

“Grant Thorntan” refers to the brand name under which the Grant Thornton member firms provide services to their clients and/or refers to one or more member firms, as the
context requires. Grant Thornton International Limited (GTIL) and the member firms, including Grant Thorntan UAE, are not a worldwide partnership. GTIL and each member
firm are separate legal entities. Services are delivered by the member firms, GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not
obligate, one ancther and are nhot liable for one another’s acts or omissions.
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Independent Auditor’s Report
To the Shareholders of Takaful Emarat - Insurance (PSC)

Report on the Audit of the Consolidated Financial Statements (continued)
Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the consolidated financial statements of the current year. These matters were addressed in the context of out
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these mattets.

Key Audit Matter How Our Audit Addressed e Ke Aucht Matter

IValuation of RE(aRARGl Contract ASaets and AT Contract Liabilities

As at 31 December 2025, The Group’s retakaful | We performed the following procedures in
contract assets and takaful contract liabilities are | conjunction with our actuarial specialists:

valued at AED 85 million and AED 729 million
respectively. Refer to note 8 to the consolidated
financial statements

® Understood and evaluated the process, the design
and implementation of controls in place to
determine valuation of retakaful contract assets

The valuation of retakaful contract assets and and takaful contract liabilities;

takaful contract ]:iabi]iﬁcs involves _sigxﬁﬁcant o Assessed the competence, capabilities and
judgements and estimates particularly with respect objectivity of the management appointed actuaty;
to, estimation of the present value of future cash
flows, the eligibility of the premium allocation | ® Tested the completeness, and on sample basis, the
approach (PAA) and estimation of the liabilities for accutracy and relevance of data used to determine
incurred claims. future cashflows;

® Evaluated the appropriateness of the
methodology, significant assumptions including
tisk adjustment, PAA eligibility assessment,
discount rates and expenses included within the
fulfilment cashflows. This included consideration
of the reasonableness of assumptions against
actual  historical  experience and  the
appropriateness of any judgments applied;

These cashflows and liabilities primarily include
determination of expected premium receipts,
expected ultimate cost of claims and allocation of
takaful acquisition cash flows which ate within the
contract boundaries.

The calculation for these liabilities includes
significant estimation and involvement of actuarial

experts to ensure approptiateness of methodology, | ¢ We independently reperformed the calculation to

assumptions and data used to determine the assess the mathematical accuracy of the retakaful
estimated future cash. flows and the contract assets and takaful contract liabilities on
appropriateness of the discount rates used to selected classes of business, particulatly focusing
determine the present value of these cashflows. on largest and most uncertain reserves;

As a result of all the above factots, we consider | © FEvaluated and tested the data used in the
valuation of retakaful contract assets and takaful impairment model calculations for takaful and
contract liabilities, as a key audit matter. retakaful receivables; and

® FEvaluated and tested the calculation of the
expected credit loss allowance and the key
assumption and judgements used.
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Independent Auditor’s Report

To the Shareholders of Takaful Emarat - Insurance (PSC)

Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Key Audit Matter
| Valuation of Investment Properties

The Group holds investment propetties under the
fair value model as at 31 December 2025
amounting to AED 95 million (2024: AED 108
million. (Refer to note 6 to the consolidated
financial staternents).

The fair value requires significant judgement and
estimates by management and independent valuers.

The Group has involved external valuers in ordet
to value their investments properties for the
purpose of determining the fair value for inclusion
in the consolidated financial statements.

Due to the level of judgement involved and the
sensitivity of the valuations to changes in these
assumptions, the valuation of investment
properties was a significant area of audit focus.

How Our Audit dd.resed the Key Audit Matter

Our audit procedures, among others, included:

Obtained from the management the fair
valuation repott petformed by external valuers;

Evaluated the qualifications, competence and
objectivity of the external valuets;

Evaluated the accuracy and completeness of the
source data used in the calculation of fair values;

Assessed the appropriateness of the key
assumptions and methodologies used.

Cartied out enquities with management and
independent valuer, including petforming
reasonableness computation by using publicly
available  sources of information to
independently cotroborate the valuation
performed by management experts; and

Assessed the adequacy of disclosures included in
consolidated financial statements against the
requirements of IFRSs.
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Independent Auditor’s Report

To the Shareholders of Takaful Emarat - Insurance (PSC)

Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Key Audit Matter
Valuation of Unquoted Investments

Note7 include unquoted equity investments
measured at fair value through profit or loss and
through other comprehensive income, totaling
AED 56.9 million and AED 15.2 million
respectively as at 31 December2025. These
balances represent 7% of total assets.

The valuation of unquoted equities involves
significant judgement, as the measurements rely on
unobservable inputs such as cash-flow forecasts,
discount rates, market multiples and other
market-based assumptions. These valuations are
inherently subjective and require management to
apply complex valuation methodologies.

Given the level of judgement involved and the
sensitivity of the valuations to changes in key
assumptions, the wvaluation of unquoted
investments was a key audit matter.

Refer to notes 4 and 7 for the relevant accounting
policies and related judgements.

Ho Our Audit Addressed th Key Audit Matter

The Group’s financial instruments disclosed in B

Our audit procedures, among others, included:

® Obtained from the management the fair
valuation report performed by external valuers;

® Evaluated the qualifications, competence, and
objectivity of the external valuation expert
engaged by management;

® Involved auditor’s expert to independently
evaluate and challenge the valuation approach
and key assumptions used by management’s
valuer;

® Assessed the appropriateness of the valuaton
methodologies applied and whether they wete
consistent with the requitements of IFRS 13 Fair
Value Measurement;

® Assessed the accuracy and completeness of
underlying data inputs used in the valuations,
including financial information provided by the
investee companies where applicable and any
relevant matket data; and

® Assessed the adequacy of disclosures included in
consolidated financial statements against the
requirements of ITFRSs.
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Independent Auditor’s Report
To the Shareholders of Takaful Emarat - Insurance (PSC)

Report on the Audit of the Consolidated Financial Statements (continued)

Other Information

The Board of Directors and management is responsible for the other information. The other information
comprises the information included in the Board of Directors’ report but does not include the consolidated financial
statements and our auditors’ report thereon.

Our opinion on the consolidated financial statements does not cover the other information and accordingly we
do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, out responsibility is to tead the other
information identified above and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements, or our knowledge obtained in the audit, ot otherwise appears to be
materially misstated. If, based on the work we have performed on the other information that are obtained prior
to the date of this auditor’s report, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Management and Those Chatged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with JFRS Accounting Standards as issued by the International Accounting Standards Board (IASB)
and theit preparation in compliance with the applicable provisions of the UAE Federal Decree Law No. (32) of
2021 (as amended), UAE Federal Decree Law No. (6) of 2025, and for such internal control as management
determined is necessary to enable the preparation of consolidated financial statements that are free from matetial
misstatement, whether due to fraud or error.

In prepating the consolidated financial statements, management is responsible fot assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, mattets related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s consolidated financial reporting
process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
ate free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud ot error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

®  Identify and assess the tisks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those tisks, and obtain audit evidence that is
sufficient and approptiate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from etror, as fraud may involve collusion, forgety,
intentional omissions, misrepresentations, ot the override of intetnal control.

¢  Obtain an understanding of internal control relevant to the andit in order to design audit procedures that are
appropriate in the circumstances, but not for the putpose of expressing an opinion on the effectiveness of the
Group’s internal control.

®  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosutres made by management.
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Independent Auditor’s Report
To the Shareholders of Takaful Emarat - Insurance (PSC)

Report on the Audit of the Consolidated Financial Statements (continued)
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

®  Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we conclude that 2 material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated
financial statements o, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, futute events or conditions may
cause the Group to cease to continue as a going concern.

®  Evaluate the overall presentation, structute and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

®  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
units within the Group as a basis for forming an opinion on the consolidated financial statements. We are
responsible for the direction, supetvision and review of the audit work performed for putposes of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with govetnance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
duting our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and other mattets that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with govemance, we determine those matters that wete of most
significance in the audit of the consolidated financial statements of the curtent year and ate therefore the key andit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on Other Legal and Regulatory Requirements
As required by the UAE Federal Decree Law No. 32 of 2021 (as amended), we report that:

i)  We have obtained all the information we considered necessaty for the purposes of our audit;

if) The consolidated financial statements have been prepared and comply, in all material respects, with the
applicable provisions of the UAE Federal Decree Law No. 32 of 2021 (as amended);

iily The Group has maintained proper books of accounts in accordance with established accounting principles;

iv) 'The financial information included in Boatd of Directors’ report is consistent with the books of accounts
of the Group;

v) As disclosed in note 7 to the consolidated financial statements, the Group has putchased and invested in
securities during the year ended 31 December 2025;

vi) Note 24 to the consolidated financial statements discloses matetial related party balances and transactions,
and the terms under which they were conducted;

vi)) Based on the information that has been made available to us, nothing has come to our attention which
causes us to believe that the Group has contravened during the financial year ended 31 December 2025 any
of the applicable provisions of the Federal Dectee Law No. 32 of 2021, ot in fespect of the Company, its
Articles of Association which would materially affect its activities or its consolidated financial position as at
31 December 2025 and;
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Independent Auditor’s Report
To the Shareholders of Takaful Emarat - Insurance (PSC)

Report on Other Legal and Regulatory Requitements (continued)
viif) The Group has not made any social contributions during the year.

Further, as required by the UAE Pederal Decree Law No. (6) of 2025 and the related financial Regulations for
Insurance Companies, we report that we have obtained all the information and explanations we considered

necessaty for the purpose of our audit.

GRANT THORNTON UAE

o T ot

N PP {f\.pq
Farouk Mohamed
Registration No: 86

30 March 2026



Takaful Emarat - Insurance (PSC) and its subsidiary
Consolidated statement of financial position

As at 31 December 2025
Notes 2025 2024
AED’000 AED’000
Assets
Participants’ assets
Investment properties 6 95,074 107,915
Investments carried at fair value through profit or loss
(“FVIPL”) 7 377,509 367,324
Investment carried at fair value through other comprehensive
income (“FVTOCI”) 7 15,196 8,400
Investment carried at amortized cost 22,500 22,500
Retakaful contract assets 8 84,799 44,240
Other receivables 9 9,236 5,475
Cash and cash equivalents 11 213,094 223101
Total participants’ assets 817,408 778,955
Shareholders’ assets
Property and equipment 5 5,289 1,210
Intangible assets 402 257
Investment at fair value through profit or loss (“FVIPL”) 7 91,273 4,829
Other receivables 9 17,385 6,499
Statutory deposit 10 4,000 4,000
Due from participants 70,458 60,603
Cash and cash equivalents 11 71,320 103,491
Total shareholders’ assets 260,127 180,889
Total assets 1,077,535 959,844

The notes from 1 to 33 form an integral part of these consolidated financial statements.
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Takaful Emarat - Insurance (PSC) and its subsidiary
Consolidated statement of financial position (continued)
As at 31 December 2025

Naotes 2025 2024
AED’000 AED 000

Participants' liabilities

Takaful contract liabilities 8 729,959 665,526
Retakaful contract liabilities 8 - 5,133
Other payables 16 10,441 13,566
Due to sharcholders 70,458 60,603
Total participants' liabilities 810,858 744,828
Deficit in participants funds and Qard Hassan from

shareholders
Deficit in participants funds 17 (6,550) (34,127)
Qard Hassan from shareholders 17 6,550 34,127
Deficit in participants funds and Qard Hassan from

shareholders 5 -
Total participants’ liabilities and deficit 810,858 744,828

Shareholdets’ liability and equity
Shareholders’ liabilities

Employees’ end of service benefits 3,912 3,295
Other payables 16 78,169 46,520
Deferred tax liability 30 7,043 1,996
Current tax liability 50 -
Total shareholders’® liabilities 89,174 51,811
Shareholders’ equity

Share capital 12 210,652 210,652
Treasury shares 13 (6,996) -
Statutory reserve 14 2,702 1,116
Retakaful reserve 14 4,769 3,248
Cumulative changes in Fair value of FVTOCI investments (2,965) (8,522)
Accumulated losses (30,659) (43,289)
Total shareholders’ equity 177,503 163,205
Total shareholders® equity and liabilities 266,677 215,016
Total liabilities, participants’ fund and equity 1,077,535 959,844

This consolidated financial statement was authorised for issue on 30 March 2026 by the Board of Directors and
signed on their behalf by:

/ ! 1. g-' '\\. \/V‘/’-.
— *J:—f:“‘"'* i- ‘,—.f"'

LS -

Mr. Nooraldeen Subhi Atatreh Mr. Adnan Sabaalaish
Chairman Chief Executive Officer

The notes from 1 to 33 form an integral part of these consolidated financial statements.
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Takaful Emarat - Insurance (PSC) and its subsidiary

Consolidated statement of profit or loss
For the year ended 31 December 2025

Attributable to participants

Takaful revenue

Takaful service expense

Income/ (expenses) from retakaful contracts held
Takaful service result

Takaful finance income/ (expenses)

Retakaful finance (expense)/income

Net change in fair value of participants’ investment
Net takaful income

Investment income, net
Wakala fees
Surplus for the year attributable to participants

Attributable to shareholders

Investment income - net

Other income

Wakala fees

Policy acquisition cost

General and administrative expenses

Loss for the year before Qard Hassan

Reversal of provision against Qard Hassan to
participants

Profit before tax attributable to shareholders

Income tax expense

Profit after tax attributable to shareholders

Earnings per share
Basic and diluted earnings per share

Notes

18
19

20
20

21

21

22

17

30

27

2025 2024
AED’000 AED’000
610,979 420,288
(477,100) (310,278)
13,258 (9,036)
147,137 100,974
17,811 (587)
(233) 189
(17,879) 598
146,836 101,174
26,528 30,621
(145,787) (100,198)
27,577 31,597
35,592 1,432
1,595 725
145,787 100,198
(87,450) (59,269)
(103,388) (61,525)
(7,864) (18,439)
27,577 31,507
19,713 13,158
(3,857) (1,996)
15,856 11,162
0.077 0.053
0.077 0.053

The notes from 1 to 33 form an integral part of these consolidated financial statements.
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Takaful Emarat - Insurance (PSC) and its subsidiary
Consolidated statement of comprehensive income
For the year ended 31 December 2025

Attributable to participants
Profit for the year

Other comprehensive income

Ttems that will not be reclassified subsequently to profit or loss:

Net change in fair value of equity instruments designated at FVTOCI
attributable to participants

Total other comprehensive income for the year attributable to
participants

Attributable to shareholders
Profit for the year

Other comprehensive income

Total Comprehensive Income for the Year Attributable to
Shareholders

2025 2024
AED’000 AED'000
27,577 31,597
5,557 8,400
33,134 39,997
15,856 11,162
15,856 11,162

The notes from 1 to 33 form an integral part of these consolidated financial statements.
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Takaful Emarat - Insurance (PSC) and its subsidiary
Consolidated statement of cash flows
For the year ended 31 December 2025

Cash flows from operating activities

Profit for the year before tax

Adjustments for:

Depreciation and amottisation

Unrealised gain on investments catried at FVIPL
Realised gain on sale of investment properties
(Provision)/reversal for expected credit loss
Provision for employees’ end of service benefits
Change in fair value of investment properties
Share of profit from associate

Gain on disposal of associate

Operating cash flows before changes in working capital

Changes in working capital:

Changes in retakaful contract assets

Change in other receivables

Changes in takaful contract liabilities

Changes in retakaful contract liabilities

Change in other payables

Cash generated from operating activities
Employees end of service indemnity paid

Net cash generated from operating activities

Cash flows from investing activities

Change in deposits with maturity of mote than three months
Net putchase of investments at FVITPL

Purchase of property and equipment

Proceeds from sale of investments at FVIPL

Putchase of intangible assets

Dividends received

Addition to investments properties '

Disposal of investment propetties

Net cash used in investing activities

Cash flows from financing activities

Zakat paid

Purchase of treasury shares

Proceeds from issuance of shate capital

Net cash (used in)/generated from financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

Notes

12

11

2025 2024
AED’000 AED’000
19,713 13,158
1,064 671
(18,123) (12,198)
(305) (614)
(139) 198
1,417 930
(4,008) (13,189)
(2,056) :
(167) -
(2,604) (11,044)
(40,559) (10,540)
(14,647) (1,526)
64,433 129,283
(5,133) 1,680
28,525 6,163
30,015 114,016
(800) (1,271)
29,215 112,745
48,097 (35,000)
(235,589) (34,430)
(5,126) (794)
157,083 1
(162) (140)
2,223 -
(4,166) (13,087)
21,320 2,959
(16,320) (80,491)
(299) (1,705)
(6,816) -
: 185,000
(7,115) 183,295
5,780 215,549
278,250 62,701
284,030 278,250

The notes from 1 to 33 form an integral part of these consolidated financial statements.
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Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements
For the year ended 31 December 2025

1 Legal status and activities

Takaful Emarat - Insurance (PSC) and its subsidiary, Dubai, United Arab Emirates (the “Group”) is a public
stock company incorporated in the Emirate of Dubai — United Arab Emirates and listed on the Dubai
Financial Market (DFM), subject to the regulations of the UAE Federal Law No. 32 of 2021 (as amended)
and the UAE Federal Decree Law No. (6) of 2025, concerning Financial Regulations of Insurance
Companies issued by the Central Bank of United Arab Emirates and regulation of its operations.

This consolidated financial statement has been ptepared in accordance with the requirements of the
applicable laws and regulations, including UAE Federal Dectee Law No. 32 of 2021 (as amended).

During the year, Federal Decree Law No. (6) of 2025 (“CBUAE Law”) was issued, effective 16 September
2025, repealing Federal Decree Law No. (48) of 2023. Pursuant to Article 184 of CBUAE Law, the Group
has a period of one year from the effective date to align its operations and governance framework with the
requirements of the new legislation. The Group is cutrently evaluating the impact of the CBUAE Law and
will implement any necessary changes within the permitted transition period.

The Group carries out takaful activities in Health, Life and Credit and Saving lines of business in accordance
with the Islamic Sharia’a and within the provisions of the Articles of Association of the Group. The
registered address of the Group is P.O. Box 57589, Dubai, United Arab Emirates.

This consolidated financial statement incorporates the financial statements of the Company and its
subsidiary (collectively referred to as the “Group”).

Principal Country of
Subsidiary activity incorporation Ownership
Directly owned 2025 2024
Modern Tech Investment Investment " United Arab Emirates 100% 100%

2 Application of new and revised International Financial Reporting Standards
(“IFRS”)

The following relevant standards, interpretations and amendments to existing standards were issued by the
IASB:

Standard number Title Effective date
Amendments to IAS 21 Lack of exchangeability Sale or
IAS 21 Contribution of Assets between an Investor and its Associate ot 1 January 2025

Joint Venture

These standards did not have a material impact on these consolidated financial statements.

Standards issued but not yet effective

The impact of the new standards, interpretations and amendments that are issued, but not yet effective, up
to the date of issuance of the Group’s consolidated financial statements are disclosed below. The Group
intends to adopt these standards, if applicable, when they become effective.

Standard number Title Effective date
IFRS 9 & IFRS7  Amendments to IFRS 9 Financial Instruments and IFRS 7 1 January 2026
Financial Instruments: Disclosures regarding the classification
and measurement of financial instruments

IFRS 18 Presentation and Disclosure in Financial Statements 1 January 2027
IFRS 19 Subsidiaries without Public Accountability: Disclosures 1 January 2027
3 Basis of preparation

Statement of compliance

These consolidated financial statements are for the year ended 31 December 2025 and are presented in United
Arab Emirate Ditham (AED), which is also the functional currency of the Group. The financial statements have
been prepared in accordance with IFRS Accounting Standards promulgated by International Accounting Standard
Board (IASB) and interpretations thereof issued by the IFRS Interpretations Committee (“IFRS IC”) and in
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Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements
For the year ended 31 December 2025

3 Basis of preparation (continued)
Statement of compliance (continued)

compliance with the applicable requirements of the United Arab Emirates (UAE) Federal Decree Law No. (32)
of 2021 (as amended) (“Companies Law”), relating to commercial companies and United Arab Emirates
(UAE) Federal Decree Law No. (6) of 2025 concerning Financial Regulations for Insurance Companies
issued by the Central Bank of the UAE (“CBUAE”) and regulation of its operations. These consolidated
financial staterents are prepared in UAE Dirhams (“AED”) currency, rounded to the nearest thousand.

The Group did not meet the Minimum Capital Requirements of AED 100 million, Solvency Capital
Requirements of AED 94.2 million and Minimum Guarantee Fund of AED 84.1 million as at 31 December
2025. In compliance with the Central Bank of UAE regulations, the Group will prepare a solvency plan and
submit it to the Central Bank of UAE in April 2026.

Basis of measurement

The consolidated financial statement has been prepared on the historical cost basis except for the following
which are measured at fair value:

i, Financial assets at fair value through other comprehensive income (“FVIOCI”);
ii.  Financial assets at fair value through profit or loss (“FVIPL”); and
fii.  Investment properties.

The Group’s consolidated statement of financial position is not presented using a cutrent/non-current
classification. However, the following balances would generally be classified as cutrent: Cash and cash
equivalents, Takaful and other receivables and Takaful and other payables. The following balances would
generally be classified as non-current: property and equipment and statutory deposit. The following
balances are of mixed nature (including both current and non-current portions): financial assets at fair value
through other comprehensive income, retakaful contract assets, takaful contract liabilities, bank balances
and fixed deposits and provision for employees’ end of service indemnity.

Functional and presentation currency

The consolidated financial statement is presented in U.A.E. Dirthams (“AED”) rounded to the nearest
thousand, since that is the currency in which the majority of the Group’s transactions are denominated.

Use of estimates and judgments

The preparation of consolidated financial statement is in conformity with IFRS requires management to
make judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expense. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future period affected. In preparing
this consolidated financial statement, the significant judgments made by management in applying the
Group’s accounting policies and estimation of key sources of uncertainty were the same as those that
applied to the audited annual consolidated financial statements as at and for the year ended 31 December
2024 except as described in note 4 to this consolidated financial statement.

Basis of consolidation

The consolidated financial statement comprises the financial statements of the Group and its investees that
are considered subsidiary as at 31 December 2025. Subsidiary is investees that the Group has control ovet.
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. The financial
information of a subsidiary is included in the Group’s consolidated financial statements from the date that
control commences until the date that control ceases. The Group maintains control over the subsidiaries
as it has power over the investee, exposure or rights to its variable returns and the power to affect the
investor’s returns. Profit or loss and each component of other comprehensive income are attributed to the
owners of the Group and to the non-controlling interests. Total comprehensive income of subsidiary is
attributed to the owners of the Group and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

16



Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements
For the year ended 31 December 2025

3 Basis of preparation (continued)
Basis of consolidation (continued)

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

All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transaction between
members of the Group are eliminated in full consolidation.

4 Material accounting policy information
IFRS 17 Takaful contracts

IFRS 17 establishes principles for the recognition, measurement, presentation, and disclosure of takaful
contracts, retakaful contracts and investment contracts with disctetionaty participation features. Itintroduces
a model that measures groups of contracts based on the Company’s estimates of the present value of future
cash flows that are expected to arise as the Company fulfils the contracts, an explicit risk adjustment for non-
financial risk and a contractual service margin.

Under IFRS 17, takaful revenue in each reporting period represents the changes in the liabilities for remaining
coverage that relate to services for which the Company expects to receive consideration and an allocation of
contributions that relate to recovering takaful acquisition cash flows. In addition, investment components
are no longer included in takaful revenue and takaful service expenses.

The Company applies PAA to simplify the measurement of contracts in the non-life takaful segment. When
measuring liabilities for remaining coverage, PAA is similar to the Company’s previous accounting
treatment. However, when measuring liabilities for incurred claims, the Company now discounts the future
cash flows and includes an explicit tisk adjustment for non-financial risk.

Classification and measurement

The Group uses different measurement approaches, depending on the type of contracts, as follows:

Nature of Contracts Product classification  Measurement model

Unit Linked Takaful contracts Variable Fee Approach

Term Life Takaful contracts General Measurement Mode!

Gronp Life Takaful contracts Preminm Allocation Approach

Group Medical Takaful contracts Prewiznm Allocation Approach

Individunal Medical Takafitl contracts Prentium Allocation Approach

Al retakaful contracts held other than those held

corresponding to term life and Unit linked contracts  Retakaful contracts beld Preminm Allocation Approach

retakafil contracts held corresponding to term life

and unit linked contracts Retakaful contracts held General Measnrenent Model
Level of aggregation

While deciding on the portfolio level under IFRS 17, the Group has considered the criteria of “similar risk
and managed together” while taking into account the materality of each product/portfolio.

Each portfolio is further disaggregated into groups of contracts that are issued within a calendar year (annual
cohorts) and are (i) contracts that are onerous at initial recognition; (i) contracts that at initial recognition
have no significant possibility of becoming onerous subsequently; or (iii) a group of remaining contracts.

Recognition
Groups of takaful contracts issued are initially recognised from the eatliest of the following:

. the beginning of the coverage period. _
. the date when the fitst payment from the participant is due or actually received, if there is no due.
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Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements
For the year ended 31 December 2025

4 Material accounting policy information (continued)
IFRS 17 Takaful contracts (continued)
Separating components from takaful and retakaful contracts

The Group assessed its takaful and retakaful contracts to determine whether they contained distinct
components which must be accounted for under another reporting standard instead of IFRS 17.

The investment components included in the life takaful contracts are highly interrelated to the takaful
component and are thus not distinct. Accordingly, the Group shall not unbundle the cash flows related to
the investment component.

Contract boundary

The measurement of a group of takaful contracts includes all future cash flows expected to arise within the
boundary of each contract in the group.

Cash flows are within the boundary of takaful contract if they arise from substantive rights and obligations
that exist during the reporting period in which the Group can compel the participant to pay the premiums,
or in which the Group has a substantive obligation to provide the participant with takaful contract services.
A substantive obligation to provide takaful contract services ends when:

L The Group has the practical ability to reassess the risks of the particular participant and, as a result,
can set a price or level of benefits that fully reflects those risks; or

. Both of the following criteria are satisfied:

1. The Group has the practical ability to reassess the tisks of the pottfolio of takaful contracts
that contain the contract and, as a result, can set a price or level of benefits that fully reflects
the risk of that portfolio; and

ii. The pricing of the premiums up to the date when the risks are reassessed does not take into
account the risks that relate to periods after the reassessment date.

Takaful contracts measured under the premium allocation approach - Initial and subsequent
measurement

The Group applies the premium allocation approach to all the takaful contracts (other than long term
Individual and Group life takaful contracts) that it issues and retakaful contracts that it holds as:

The coverage period of each contract in the group is one year or less, including takaful contract services
arising from all premiums within the contract boundary; ot

For all the portfolios having contracts longer than one year, the Group expects the measurement of the
liability for remaining coverage for the group does not differ materially from the measurement that would
be produced applying the general measurement model. In assessing materiality, the Group has decided to
set the acceptable threshold for the comparison of LRC between PAA and GMM using a combination of
relative and absolute materiality criteria.

For a group of contracts that is not onerous at initial recognition, the Group measures the liability for
remaining coverage as:

. The premiums, if any, received at initial recognition;
. Minus any takaful acquisition cash flows at that date;
. Plus, or minus any amount arising from the derecognition at that date of the asset recognised for

takaful acquisition cash flows;

¢ Any other asset or liability previously recognised for cash flows related to the group of contracts that
the Group pays or receives before the group of takaful contracts is recognised;

. The Group measures the carrying amount of the liability for remaining coverage at the end of each
reporting period as the liability for remaining coverage at the beginning of the period;

. Plus, premiums received in the period;
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4 Material accounting policy information (continued)
IFRS 17 Takaful contracts (continued)

Takaful contracts measured under the premium allocation approach - Initial and subsequent
measurement (continued)

. Minus takaful acquisition cash flows;

. Plus, any amounts relating to the amortisation of the takaful acquisition cash flows recognised as an
expense in the reporting period for the group;

. Plus, any adjustment to the financing component, where applicable;

. Minus the amount recognised as takaful revenue for the services provided in the period,

. Minus any investment component paid or transferred to the liability for incurred claims.

The Group estimates the liability for incurred claims as the fulfilment cash flows related to incurred claims.
The fulfilment cash flows incorporate, in an unbiased way, all reasonable and supportable information
available without undue cost or effort about the amount, timing and uncertainty of those future cash flows,
they reflect current estimates from the perspective of the Group and include an explicit adjustment for
non-financial risk (the risk adjustment).

When facts and circumstances indicate that a group of contracts has become onerous, the Group performs
a test for onerousness. If the amount of the fulfilment cash flows exceeds the carrying amount of the LRC,
the Group recognises the amount of the difference as a loss in profit or loss and increases the LRC for the
corresponding amount.

Takaful contracts measured other than PAA - Initial and subsequent measurement

The Group measures a group of contracts on initial recognition as the sum of the expected fulfilment cash
flows within the contract boundary and the contractual service margin representing the unearned profit in
the contracts relating to services that will be provided under the contracts.

Fulfilment cash flows comprise unbiased and probability-weighted estimates of future cash flows,
discounted to present value to reflect the time value of money and financial risks, plus a risk adjustment for
non-financial risk.

The Group’s objective in estimating future cash flows is to determine the expected value, or the probability
weighted mean, of the full range of possible outcomes, considering all reasonable and supportable
information available at the reporting date without undue cost or effort.

The Group updates its estimates at the end of each reporting period using all newly available information,
as well as historic evidence and information about trends. The Group determines its current expectations
of probabilities of future events occutring at the end of the reporting period. In developing new estimates,
the Group considers the most recent experience and earlier experience, as well as other information.

Subsequent measurement
The CSM at the end of the reporting period represents the profit in the group of takaful contracts that has
not yet been recognised in profit or loss, because it relates to future service to be provided.

For a group of takaful contracts, the carrying amount of the CSM of the group at the end of the reporting
period equals the carrying amount at the beginning of the reporting period adjusted, as follows:

. The effect of any new contracts added to the group.

. For contracts measured under the GMM, profit accreted on the carrying amount of the CSM during
the reporting period, measured at the discount rates at initial recognition.

. The changes in fulfilment cash flows relating to future service, except to the extent that:

- Such increases in the fulfilment cash flows exceed the carrying amount of the CSM, giving rise

to a loss; or
- Such decreases in the fulfilment cash flows are allocated to the loss component of the liability
for remaining coverage.
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4 Material accounting policy information (continued)
IFRS 17 Takaful contracts (continued)
Takaful contracts measured other than PAA - Initial and subsequent measurement (continued)

Subsequent measurement (continued)

. The effect of any currency exchange differences on the CSM.

. The amount recognised as takaful revenue because of the transfer of takaful contract services in the
period, determined by the allocation of the CSM remaining at the end of the reporting period (before
any allocation) over the current and remaining coverage period.

For direct participating contracts measured under the VFA, the Group adjusts the CSM for the change in
the amount of the Group’s share of the fair value of the underlying items and changes in fulfilment cash
flows that relate to future services, except to the extent that:

. A decrease in the amount of the Group’s share of the fair value of the underlying items, or an increase
in the fulfilment cash flows that relate to future services, exceeds the carrying amount of the CSM,
giving rise to a loss in profit or loss (included in takaful service expenses) and creating a loss
component; or

. An increase in the amount of the Group’s share of the fair value of the undetlying items, or a decrease
in the fulfilment cash flows that relate to future services, is allocated to the loss component, reversing
losses previously recognised in profit or loss (included in takaful service expenses).

The changes in fulfilment cash flows relating to future service that adjust the CSM comprise of:

. Experience adjustments that arise from the difference between the premium receipts (and any related
cash flows such as takaful acquisition cash flows and takaful premium taxes) and the estimate, at the
beginning of the period, of the amounts expected. Differences related to premiums received (or due)
related to current or past services are recognised immediately in profit ot loss while differences
related to premiums received (or due) for future services are adjusted against the CSM.

. Changes in estimates of the present value of future cash flows in the liability for remaining coverage.
For contracts measured under the GMM these changes exclude those relating to the time value of
money and changes in financial risk (recognised in the statement of income statement and other
comprehensive income rather than adjusting the CSM).

‘ Differences between any investment component expected to become payable in the period and the
actual investment component that becomes payable in the period. Those differences are determined
by comparing (i) the actual investment component that becomes payable in the period with (i) the
payment in the period that was expected at the start of the period plus any takaful finance income
or expenses related to that expected payment before it becomes payable.

» Changes in the risk adjustment for non-financial risk that relate to future service.

For direct participating contracts measured under the VFA changes in fulfilment cash flows that relate to
future services and adjust the CSM are measured at current discount rates and include the changes in the
effect of the time value of money and financial risks that do not arise from underlying items.

Where, during the coverage period, a group of takaful contracts becomes onerous, the Group recognises a
loss in profit or loss for the net outflow, resulting in the carrying amount of the liability for the group being
equal to the fulfilment cash flows. A loss component is established by the Group for the liability for
remaining coverage for such onerous group depicting the losses recognised.

The Group measures the carrying amount of a group of takaful contracts at the end of each reporting
period as the sum of: (i) the liability for remaining coverage comprising fulfilment cash flows related to
future service allocated to the group at that date and the CSM of the group at that date; and (ii) the liability
for incurred claims for the Group comprising the fulfilment cash flows related to past service allocated to
the group at that date.
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4 Material accounting policy information (continued)
IFRS 17 Takaful contracts (continued)
Retakaful contracts held

Retakaful contracts held are accounted for applying IFRS 17 when they meet the definition of an takaful
contract. This includes the condition that the contract must transfer significant takaful risk.

Retakaful contracts transfer significant takaful risk only if they transfer to the reinsurer substantially all the
takaful risk relating to the reinsured portions of the underlying takaful contracts, even if a retakaful contract
does not expose the issuer (reinsurer) to the possibility of a significant loss.

Portfolios of retakaful contracts held are assessed for aggregation separately from portfolios of takaful
contracts issued. Applying the grouping requirements to retakaful contracts held, the Group aggregates
retakaful contracts held concluded within a calendar year (annual cohorts) into groups of (i) contracts for
which there is a net gain at initial recognition, if any; (i) contracts for which at initial recognition there is
no significant possibility of a net gain arising subsequently; and (iii) remaining contracts in the portfolio, if

A group of retakaful contracts held is recognised at the earlier of the following;

v If the retakaful contracts provide proportionate coverage, the date the Group initially recognises any
underlying takaful contracts (onerous or not)

. In all other cases, at the beginning of the coverage period of the group of retakaful contracts.
However, if the Group recognises an onerous group of underlying takaful contracts on an earlier
date and the related retakaful contract was entered into before that earlier date, then the group of
retakaful contracts is recognised on that earlier date.

Cash flows are within the contract boundary if they atise from substantive rights and obligations that exist
during the reporting period in which the Group is compelled to pay amounts to the reinsurer or has a
substantive right to receive services from the reinsurer. A substantive right to receive services from the
reinsurer shall end when the reinsurer:

o has the practical ability to reassess the risks transferred to it and can set a price or level of benefits
that fully reflects those reassessed risks; or

. has a substantive right to terminate the coverage.

The Group measures its retakaful assets for a group of retakaful contracts that it holds on to the same basis
as takaful contracts that it issues. However, they are adapted to reflect the features of retakaful contracts
held that differ from takaful contracts issued. Where the Group recognises a loss on initial recognition of
an onerous group of underlying takaful contracts or when further onerous underlying takaful contracts are
added to a group, the Group establishes a loss-recovery component of the asset for remaining coverage for
a group of retakaful contracts held depicting the recovery of losses.

Modification and derecognition
The Group derecognises takaful contracts when:

. The rights and obligations relating to the contract are extinguished (i.e., discharged, cancelled or
expired); or

. The contract is modified such that the modification results in a change in the measurement model,
or the applicable standard for measuring a component of the contract. In such cases, the Group
derecognises the initial contract and recognises the modified contract as a new contract.

When a modification is not treated as a derecognition, the Group recognises amounts paid or received for
the modification with the contract as an adjustment to the relevant liability for remaining coverage.

Allocation of expenses

Group has prepared an expense allocation model, on the basis of which, operating expenses have been
classified into the following categories:
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4 Material accounting policy information (continued)
IFRS 17 Takaful contracts (continued)
Fully attributable expenses

These are expenses which are directly related to fulfilling takaful obligation. Expenses such as commission
paid to the broker against an takaful contract, are considered fully attributable expenses.

Partially attributable expenses

These are expenses which are partially related to fulfilling takaful obligation. Of the total expense, the
attributable portion will be allocated to the group of contracts, and the non-attributable portion will be
booked as other operating expense.

Non attributable expenses

Overhead expenses that would be incutred by any business organisation, regardless of whether these
expenses are utilised for fulfilment of takaful obligations would be expensed as incurred as part of ‘other
operating expenses’ (i.c. out of scope of IFRS 17) — being considered predominantly corporate in nature,
or any other expenses that cannot be allocated to group of contracts.

After the expenses were classified into attributable, partially attributable and non-attributable expenses, they
are further classified into the following classes:

. Acquisition cost
. Maintenance expenses

Discount rates

The bottom-up approach is used to derive the discount rate for all contracts within the scope of IFRS 17,
where applicable. Under this approach, the discount rate is determined as the risk-free yield, adjusted for
differences in liquidity characteristics between the financial assets used to derive the risk-free yield and the
relevant liability cash flows (known as an ‘illiquidity premium’).

Discount rates applied for discounting of future cash flows are listed below:

1year 5 years 10 years 15 years
2025 2024 2025 2024 2025 2024 2025 2024
Takaful contract issued

3.64%  4.82% 3.68% 4.66% 4.05% 4.71%  4.35%  4.78%
Retakaful contracts held
3.64%  482% 3.68% 4.66% 4.05% 4.71%  4.35% 4.78%
The three-step approach to derive discount rates has been highlighted below:
» Credit risk premium component is removed from the asset yields of the reference portfolio;
. The illiquidity risk premium is then derived using the risk-free rates and the rates computed in above
step; and

L Subsequently, the bottom-up approach is used by adding this illiquidity premium to the risk-free base
curve in order to arrive at the “point-in-time” locked-in profit rate curve.

Cutrently, all the premiums written by the Group are received within 12 months from the policy start date,
so there are no contracts with significant financing component or credit facilities. Hence, there is no
requirement of discounting the liabilities for remaining coverage (LRC) under PAA.

Similatly, most of the claims are settled within 12 months from the date of incurrence. Hence, there is no
requitement of discounting the liability for incurred claims (LIC) under PAA.

In the future, if the Group has policies with claims pattern exceeding one year, then the Group shall use
the discount rate computed under the bottom-up approach to determine the impact of discounting,
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4 Material accounting policy information (continued)
IFRS 17 Takaful contracts (continued)
Risk adjustment for non-financial risk

The risk adjustment for non-financial tisk is the compensation that the Group requires for beating the
uncertainty about the amount and timing of the cash flows of groups of takaful contracts. The risk
adjustment reflects an amount that an insurer would rationally pay to temove the uncertainty that future
cash flows will exceed the expected value amount.

The portfolios for which the Group has adopted PAA simplification for the calculation of liability for
temaining coverage, risk adjustment for LRC would only be estimated in case group of contracts tecognised
as onerous. For portfolios measured under general measurement model or the variable fee approach, risk
adjustment would be required for the calculation of both LRC and LIC.

The Group reviewed a range of possible methodologies to estimate the RA for LRC and LIC. For RA LIC,
under non-life and group lifelines of business, the Group has decided to use the Mack approach. Fot long
term life contracts, the Group will use the e-forms approach for LRC RA. For LIC RA, the Group will use
the same risk adjustment % as calculated for LRC. The Group has decided to use 70th to 75th percentile
for all lines of business.

Contractual service margin (CSM) — GMM and VFA

The CSM is a component of the asset or liability for the group of takaful contracts that reptesents the
unearned profit the Group will recognise as it provides services in the future.

An amount of the CSM for a group of takaful contracts is recognised in profit ot loss as takaful revenue in
each period to reflect the takaful contract services provided under the group of takaful contracts in that
period. The amount is determined by:

. Identifying the coverage units in the group.

® Allocating the CSM at the end of the petiod (befote recognising any amounts in profit ot loss to
reflect the takaful contract services provided in the pericd) equally to each coverage unit provided in
the current period and expected to be provided in the future.

The number of coverage units in a group is the quantity of takaful contract services provided by the
contracts in the group, determined by considering the quantity of the benefits provided and the expected
coverage period.

The coverage unit for both groups, unit linked life takaful contracts and other long term life groups of
contracts, the coverage unit is the amount of benefit payable in case of death claim. The total coverage units
of each group of takaful contracts are reassessed at the end of each reporting period to adjust for the
reduction of remaining coverage for claims paid, expectations of lapses and cancellation of contracts in the
period. They are then allocated based on probability-weighted average duration of each coverage unit
provided in the current period and expected to be provided in the future.

For retakaful contracts issued, the number of coverage units in a group reflects the expected sum at tisk of
contracts because the level of service provided depends on the amount of sum at risk in force. The
remaining coverage is allocated based on probability weighted average duration of each coverage unit
provided in the current period and expected to be provided in the future.

Onerosity determination

IFRS 17 does not provide any specific guidance about which facts and citcurnstances should be considered,
to indicate that a group of contracts is onerous on initial recognition or subsequently. The Group assesses
the onerosity consideting the factors such as:

a) the expected ratio of claims to premiums (or any other measurement of expected profitability)
compated with the actual ratio over the coverage period.

b)  economic or regulatory changes that can cause significant revisions in the expected cash flows; or

c) significant changes to the costs involved in fulfilling contracts: eg, as a result of internal
reorganisations or changes to the prices of services or products used to fulfil its takaful obligations.
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4 Material accounting policy information (continued)
IFRS 17 Takaful contracts (continued)
Onerosity determination (continued)

For long term individual life contracts the onerosity is determined based on the level of profit margin at
inception of the group of contracts. If the level of profit margin falls below a defined limit, the group of
contracts are matked as onerous

Profit margin is calculated as proportion of expected present value of inflows to expected present value of
premium at inception of the group of contracts.

Time value of money

The Group adjusts the carrying amount of the takaful contracts liabilities and retakaful contracts assets to
reflect the time value of money and the effect of financial risk using discount rates that reflect the
characteristics of the cashflows of the group of contracts for the takaful contracts recognised under GMM
and VFA.

Discounting

For cash flows that do not vary based on the returns on underlying items, an entity may determine the
discount rate based on a liquid risk-free yield curve. This is adjusted to eliminate differences between the
liquidity characteristics of the financial instruments that underlie the chosen curve and those of the takaful
contract. The Group has elected to use the Bottom-up approach in determining the discount rates based
on liquid risk-free yield curve.

Liability for incurred claims

The Group will calculate the LFIC as follows:
. Best Estimate (BEL) of the fulfilment cash flows relating to incurred claims including outstanding

claims, IBNR and IBNER:

. Expenses already incurred but not yet paid in relation to claims and the cost of handling incurred
claims at that date.

. Adjustment for the time value of money and,

. Risk adjustment for non-financial risks.

Rental income

Rental income from investment property which are leased under operating leases are recognised on a
straight-line basis over the term of the relevant lease.

Property and equipment

Property and equipment are carried at cost less any accumulated depreciation and any identified impairment
losses. Depreciation is charged so as to write off the cost of assets, over their estimated useful lives, using
the straight-line method. The estimated useful lives, residual values and depreciation method are reviewed
at each year end, with the effect of any changes in estimate accounted for on a prospective basis.

An item of property and equipment is derecognised upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. The gain or loss arising on disposal or retirement
of an item of property and equipment is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in consolidated statement of profit or loss.

Years
Buildings 22
Office equipment 5
Fixtures and fittings 7
Motor vehicles 5
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4 Material accounting policy information (continued)
Investment properties

Investment properties are properties held either to eatn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of business, used in providing services or for administrative
purposes. Investment properties are measured at cost on initial recognition and subsequently at fait value
with any change there in recognised in the consolidated statement of profit or loss.

The Group determines fair value on the basis of valuations provided by two independent valuers who hold
a recognised and relevant professional qualification and have recent experience in the location and category
of the investment properties being valued. Cost includes expenditure that is directly attributable to the
acquisition of the investment properties. The cost of self-constructed investment properties include the
cost of materials and direct labour, any other costs directly attributable to bringing the investment properties
to a working condition for their intended use and capitalised finances costs.

Impairment of non-financial assets

At the end of each reporting period, the Group reviews the carrying amounts of their tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.
Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis can be identified. Recoverable amount is the
higher of fair value less costs to sell and value in use.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in the consolidated statement of profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset (cash generating unit) in prior years. A reversal of an impairment loss is recognised immediately
in the profit or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of
the impairment loss is treated as revaluation increase.

Financial instruments
Recognition, initial measurement and derecognition

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual
provisions of the financial instrament and are measured initially at fair value plus transactions costs. Regular
way purchases and sales of financial assets are recognised on the date on which the Group commits to
purchase or sell the asset i.e. the trade date. Financial assets are derecognised when the contractual rights
to the cash flows from the financial asset expire, or when the financial asset and all substantial risks and
rewards are transferred. A financial liability is derecognised when it is extinguished.

Classification and subsequent measurement of financial assets

For the purposes of subsequent measurement, the Group classifies its financial assets into the following
categories:

Financial assets at amortised cost
Financial assets at amortised cost are those financial assets for which:
- the Group’s business model is to hold them in order to collect contractual cash flows; and

- the contractual terms give rise on specific dates to cash flows that are solely payments of principal and
profit on the principal amount outstanding.
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4 Material accounting policy information (continued)
Financial instruments (continued)
Financial assets at amortised cost (continued)

After initial recognition these are measured at amortised cost using the effective funding cost method, less
provision for impairment. Discounting is omitted where the effect of discounting is immaterial.

These are included in current assets, except for maturities greater than 12 months after the end of the
reporting period which are classified as non-cutrent assets.

Financial assets at amortised cost comptise statutory deposits, cash and cash equivalents, due from related
parties and most other receivables.

Financial assets at fair value through other comprehensive income (‘FVTOCD’)

Investments in equity securities ate classified as FVTOCI. At initial recognition, the Group can make an
itrevocable election (on an instrument-by-instrument basis) to designate investments in equity investments
at FVTOCI. Designation at FVTOCI is not permitted if the equity investment is held for trading.

Gain or loss arising from change in fair value of investments at FVTOCI is recognised in other
comprehensive income and reported within the fair value reserve for investments at FVTOCI within equity.

When the asset is disposed of, the cumulative gain or loss recognised in other comprehensive income is
not reclassified from the equity reserve to profit or loss but is reclassified to retained earnings.

Financial assets at fair value through profit or loss (‘"FVIPL’)

Investments in equity instruments are classified as at FVTPL, unless the Group designates an investment
that is not held for trading as at fair value through other comprehensive income (FVTOCI) on initial
recognition,

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any gains or
losses arising on remeasurement recognised in consolidated statement of profit or loss.

Dividend income on investments in equity instruments at FVIPL is recognised in statement of income
when the Group’s right to receive the dividends is established.

Fair value measurement

For investments traded in organised financial markets, fair value is determined by reference to stock
exchange quoted prices at the close of business on the statement of financial position date. Investments in
unquoted securities are measured at fair value, considering observable market inputs and unobservable
financial data of investees.

Classification and subsequent measurement of financial liabilities

Financial liabilities comprise amounts due to related parties and most other payables.

Financial liabilities are measured subsequently at amortised cost using the effective funding cost method.
Impairment and uncollectability of financial assets

The Group recognises loss allowances for expected credit losses (ECL) on the following financial
instruments that are not measured at FVIPL:

® financial assets that atre debt instruments;

® financial guarantee contracts issued; and

e financing commitments issued.

The Group recognises loss allowances for expected credit losses (ECL) on the following financial
instruments that are not measured at FVTPL:

e financial assets that are debt instruments;
® financial guarantee contracts issued; and
* financing commitments issued.
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4 Material accounting policy information (continued)
Impairment and uncollectability of financial assets (continued)

The Group measures loss allowances at an amount equal to lifetime ECL, except for those financial
instruments on which credit risk has not increased significantly since their initial recognition, in which case
12-month ECL are measured.

12-month ECL are the portion of ECL that result from default events on a financial instrument that are
possible within the 12 months after reporting date.

ECL are probability-weighted estimates of credit losses. They are measured as follows:

® financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Group expects to receive).

® financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows;

® undrawn financing commitments: as the present value of the difference between the contractual cash
flows that are due to the Group if the commitment is drawn down and the cash flows that the Group
expects to receive; and

¢ financial guarantee contracts: the expected payments to reimburse the holder less any amounts that
the Group expects to recover.

Offsetting financial instruments

Financial assets and liabilities are offset, and the net amount reported in the 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 asset and settle the liability simultaneously.

Employee benefits
Short-term employee benefits

The cost of short-term employee benefits (those payable within 12 months after the service is rendered
such as paid vacation leave and bonuses) is recognised in the period in which the service is rendered.

Provision for employees’ end of service benefits

A provision for employees' end of service benefits is made for the full amount due to employees for their
periods of service up to the reporting date in accordance with the UAE Labour Law and is reported as
separate line item under non-current liabilities. The entitlement to end of service benefits is based upon the
employees’ salary and length of service, subject to the completion of 2 minimum service period as specified
in the UAE Labour Law. The expected costs of these benefits are accrued over the period of employment.

Foreign currency transactions

Transactions in foreign currencies are translated to AED at the foreign exchange rate ruling at the date of
the transactions. Monetary assets and liabilities denominated in foreign currencies at the statement of
financial position date are translated to AED at the foreign exchange rate ruling at that date, Foteign
exchange differences arising on translation are recognised in the profit or loss.

Non-monetary items are not retranslated at year-end and are measured at historical cost (translated using
the exchange rates at the transaction date), except for non-monetary items measured at fair value which are
translated using the exchange rates at the date when fair value was determined.
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4 Material accounting policy information (continued)
Cash and cash equivalents

Cash and cash equivalents comprise cash balances, call deposits, curtent accounts and fixed deposits which
have original maturities of less than 3 months and are free from lien.

Provisions, contingent liabilities and contingent assets

Provisions are recognised when present obligations as a result of a past event will probably lead to an
outflow of economic resources from the Group and amounts can be estimated reliably.

Timing or amount of the outflow may still be uncertain. A present obligation arises from the presence of a
legal or constructive commitment that has resulted from past events.

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the
most reliable evidence available at the reporting date, including the risks and uncertainties associated with
the present obligation. Where there are a number of similar obligations, the likelihood that an outflow will
be required in settlement is determined by considering the class of obligations as a whole. Provisions are
discounted to their present values, where the time value of money is material.

Any reimbursement that the Group can be virtually certain to collect from a third party with respect to the
obligation is recognised as a separate asset. However, this asset may not exceed the amount of the related
provision.

All provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.

In those cases where the possible outflow of economic resources as a result of present obligations is
considered improbable or remote, no liability is recognised, unless it was assumed in the coutse of a business
combination.

Possible inflows of economic benefits to the Group that do not yet meet the recognition criteria of an asset
are considered contingent assets.

Taxation

Income tax comprises current and deferred tax. Income tax is recognised in the profit or loss account
except to the extent that relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current

Provision for current taxation is based on taxable income for the year determined in accordance with the
prevailing law for taxation of income. The charge for current tax is calculated using prevailing tax rates or
tax rates expected to apply to the profit for the year, if enacted. The chatge for cutrent tax also includes
adjustments, where considered necessary, to provision for tax made in previous years arising from
assessments finalised during the cutrent year for such years.

Defetred taxation

Deferred taxation is accounted for using the statement of financial position liability method in respect of
all temporary differences arising from differences between the carrying amount of assets and liabilities in
the consolidated financial statements and the corresponding tax bases used in the computation of the
taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets to the extent that it is probable that taxable profits will be available against which the
deductible temporary differences, unused tax losses and tax credits can be udlised.

Deferred tax is calculated at the rates that are expected to apply to the period when the differences reverse
based on tax rates that have been enacted or substantively enacted by the reporting date. Defetred tax is
charged or credited in the profit or loss account, except in the case of items credited or charged to statement
of comprehensive income in which case it is included in statement of comprehensive income.
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4 Material accounting policy information (continued)
Equity, reserves and dividend payments

Share capital represents the nominal value of shares that have been issued.
Other details for reserves are mentioned in note 14 to the consolidated financial statements.

Retained earnings include all current and prior period retained profits or losses.

Dividend payable to equity shareholders is included in other liabilities only when the dividend has been
approved in a general assembly meeting prior to the reporting date.

Segment reporting

Under IFRS 8 “Operating Segments”, reported segments’ profits are based on internal management
reporting information that is regularly reviewed by the chief operating decision maker. The measurement
policies used by the Group for segment reporting under IFRS 8 are the same as those used in its consolidated
financial statements.

Critical accounting judgements and key sources of estimation uncertainty
Judgements and estimates

The preparation of this consolidated financial statements requires management to make judgements,
estimates and assumptions that effect the application of accounting policies and the reported amounts of
assets and liabilities, income, and expense. Actual results may differ from these estimates.

In preparing these consolidated financial statements, the significant judgements made by management in
applying the accounting policies and the key sources of estimation uncertainty were the same as those that
were applied in the audited consolidated financial statements as at and for the year ended 31 December
2024, except for the below judgements.

Takaful and retakaful contracts

The Group applies the PAA to simplify the measurement of takaful contracts. When measuring liabilities
for incurred claims, the Group now discounts cash flows that are expected to occur more than one year
after the date on which the claims ate incurred and includes an explicit risk adjustment for non-financial
risk.

Liability for remaining coverage

For takaful acquisition cash flows, the Group is eligible and chooses to capitalise all takaful acquisition
cashflows upon payments.

'The effect of recognising takaful acquisition cash flows as an expense on initial recognition of group of
takaful contracts is to increase the liability for remaining coverage on initial recognition and reduce the
likelihood of any subsequent onerous contract loss. There would be an increased charge to profit or loss
on initial recognition, due to expensing acquisition cash flows, offset by an increase in profit released over
the coverage period. For groups of contracts that are onerous, the liability for remaining coverage is
determined by the fulfilment cash flows.

Liability for incurred claims

The ultimate cost of outstanding claims is estimated by using a range of standard actuarial claims projection
techniques, such as Chain Ladder and Bornheutter-Ferguson methods.

The main assumption underlying these techniques is that a Group’s past claims development experience
can be used to project future claims development and hence ultimate claims costs. These methods
extrapolate the development of paid and incurred losses, average costs per claim (including claims handling
costs), and claim numbets based on the observed development of earlier years and expected loss ratios.
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4 Material accounting policy information (continued)
Critical accounting judgements and key sources of estimation uncertainty (continued)
Liability for incurted claims (continued)

Historical claims development is mainly analysed by accident years, but can also be further analysed by
geographical area, as well as by significant business lines and claim types. Large claims ate usually separately
addressed, either by being reserved at the face value of loss adjuster estimates or separately projected in
order to reflect their future development. In most cases, no explicit assumptions are made regarding future
rates of claims inflation or loss ratios. Instead, the assumptions used are those implicit in the historical
claims development data on which the projections are based. Additional qualitative judgement is used to
assess the extent to which past trends may not apply in future, (e.g;, to reflect one-off occurrences, changes
in external or market factors such as public attitudes to claiming, economic conditions, levels of claims
inflation, judicial decisions and legislation, as well as internal factors such as portfolio mix, policy features
and claims handling procedures) in order to arrive at the estimated ultimate cost of claims that present the
probability weighted expected value outcome from the range of possible outcomes, taking account of all
the uncertainties involved.

Other key circumstances affecting the reliability of assumptions include variation in profit rates, delays in
settlement and changes in foreign currency exchange rates.

Risk adjustment for non-financial risk

The risk adjustment for non-financial risk is the compensation that the Group requires for bearing the
uncertainty about the amount and timing of the cash flows of groups of takaful contracts. The risk
adjustment reflects an amount that a takaful operator would rationally pay to remove the uncertainty that
future cash flows will exceed the expected value amount.

The Group has estimated the risk adjustment using a confidence level (probability of sufficiency) approach
at the 65th percentile. That is, the Group has assessed its indifference to uncertainty for all product lines
(as an indication of the compensation that it requires for bearing non-financial risk) as being equivalent to
the 65th percentile confidence level less the mean of an estimated probability distribution of the future cash
flows. The Group has estimated the probability distribution of the future cash flows, and the additional
amount above the expected present value of future cash flows required to meet the target percentiles.

Fair value of unquoted securities

The fair value of unquoted equity securities is determined by management using valuation methodologies
such as the net asset value (NAV) approach, incorporating various assumptions including projected cash
flows, discount rates, market data, and risk adjustments. These valuations rely on significant judgment, and
due to the inherent uncertainty involved, actual results may differ materially from the estimates applied.

Investment properties fair value judgement

Fair value of investment property is estimated by two independent professional valuers for disclosure
purposes only, considering the rental yield (income approach). This estimate is made on an annual basis
considering market rent and average rental yield. Fair value was dependent on market factors and availability
of information.

Expected credit losses (ECL)

The measurement of ECL is a significant estimate that involves determination of methodology, models
and data inputs. The following components have a major impact on the credit loss allowance for debt
instruments carried at amortised cost, FVTOCI investments, bank balances and fixed deposits: definition
of default, significant increase in credit risk, probability of default (“PD”), exposure at default (‘EAD”),
and loss given default (“LGD”) and the historical loss experience per ageing bucket has the major impact
on the credit loss allowance for takaful and other receivables. The Group regulatly reviews and validates
the models and inputs to the models to reduce any differences between expected credit loss estimates and
actual credit loss experience.
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Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements
For the year ended 31 December 2025

6 Investment properties

Investment properties include plot of land, rented out apartments, building and apartments that are still
under construction. All investment properties are located in the U.AE and are attributable to participants.

The fair values were determined based on comparable method for rented out apartments and residual
method of valuation for under construction properties.

2025 2024

AED’000 AED’000

Residential apartments™® 840 21,815
Land** 37,143 33,175
Work in progress** 57,091 52,925
95,074 107,915

Residential apartments are carried at the fair value as at 31 December 2025, based on a valuation undertaken
by independent qualified valuers. The carrying amount as at year-end was AED 0.84 million following the
sale of the apartments (2024: AED 21.8 million).

** Land, on which construction is in progress, together with related work-in-progress amounting to AED
94.23 million as at 31 December 2025 (31 December 2024: AED 86.10 million), is stated at fair value. Fair
value has been determined by two independent valuers possessing appropriate recognised professional
qualifications and relevant experience in the region. The Company recognises the average of the valuations
provided by both valuers. Work-in-progress primarily comprises the construction of residential buildings
and all directly attributable costs. Fair values were determined based on comparable method for rented out
apartments and residual method of valuation for under construction properties.

Construction is expected to be completed during the year 2026, at which point the property will be
reclassified from work-in progress to completed investment properties in accordance with the Group's
accounting policies.

Land and
Apartments building Total
AED’000 AED’000 AED’000
2025
Balance at 1 January 21,815 86,100 107,915
Disposal duting the year (21,015) - (21,015)
Increase in fair value during the year 40 3,968 4,008
Addition to WIP - 4,166 4,166
At 31 December 2025 840 94,234 95,074
2024
Balance at 1 January 20,834 63,150 83,984
Disposal duting the year (2,345) = (2,345)
Increase in fair value during the year 3,289 9,900 13,189
Additon to WIP 37 13,050 13,087
At 31 December 2024 21,815 86,100 107,915

During the year ended 31 December 2025, the Group sold twenty-four residential apartments located in
the Emirate of Dubai for a total consideration of AED 21.3 million (2024: AED 2.3 million).

The properties have been categorised as Level 3 based on the inputs to the valuation technique used; and in
estimating the fair value, the highest and best use of the properties is their current use.
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6 Investment properties (continued)

The rental income earned by the Group from its investment properties which are leased under operating
leases and the direct operating expenses arising in the management of investments properties wete 4s
follows:

2025 2024
AED’000 AED’000
Rental income 317 573
Direct operating expenses (313) (89)
Income from investment property 4 484
7 Investment in securities
Financial assets at fair value through profit or loss (FVTPL)
2025 2024
AED’000 AED’000
Mutual funds 358,302 355,767
Equity investments — quoted 53,532 -
Equity investments — unquoted 56,948 16,386
468,782 372,153
Investments made:
- Within UAE 175,374 92,546
- Qutside UAE 293,408 279,607
468,782 372,153
Attributable to: 7
Participants 377,509 367,324
Shateholders 91,273 4,829
468,782 372,153
The movement in other financial assets are as follows:
2025 2024
AED000 AED000
At 1 January 372,153 348,025
Net purchased during the year 78,506 11,930
Change in fair value 18,123 12,198
At 31 December 468,782 372,153
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7 Investment in securities (continued)

Financial assets at fair value through other comprehensive income (FVTOCI)

2025 2024

AED’000 AED’000

As at 1 January 8,400 -
Increase in fair value of unquoted investments* 6,796 8,400
As at 31 December 15,196 8,400

The investment carried at fair value through other comprehensive income (FVTOCI) is attributable to
participants and within UAE.

*During the year, an increase in the fair value of unquoted equity investments classified at fair value through
profit or loss (FVIPL) and fair value through other comprehensive income (FVITOCI) was recognised, based
on observable market data indicating a recovety in the fair value of these investments.

8 Takaful and retakaful contracts

The breakdown of groups of takaful and retakaful contracts issued, and retakaful contracts held, that are in an
asset position and those in a liability position is set out in the table below:

2025 2024
Assets Liabilities Net Assets  Liabilities Net

AED000 AED’000 AED000 AED000 AED000 AED’000
Takaful contracts

issued
Group life and medical - (420,986) (420,9806) - (325972)  (325,972)
Individual life - (308,973) (308,973) - (339,554)  (339,554)
Total takaful

contracts issued - (729,959)  (729,959) - (665,526)  (665,526)
Retakaful contracts

held
Group life and medical 75,384 - 75,384 44 240 - 44,240
Individual life 9,415 - 9,415 - (5,133) (5,133
Total retakaful

contracts held 84,799 - 84,799 44 240 (5,133) 39,107
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Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements

For the year ended 31 December 2025

8 Takaful and retakaful contracts (continued)

In addition to scenario testing, the development of takaful contract liabilities provides a measure of the Group’s
ability to estimate the ultimate value of claims. The top half of each table illustrates how the Group’s estimate
of liability for incurred claims for each accident year has changed at successive year-ends. The bottom half of
the table reconciles the cumulative claims to the amount appeating in the statement of financial position. The
following tables illustrate the Group’s estimate of total liability for incutred claims for the years up to 2025.

Gross takaful contract liabilities at 31 December 2025 for contracts measured under PAA

2022 & prior
yeats 2023 2024 2025 Total
AED’000 AED’0C00 AED’000 AED’000 AED’000
At the end of each reporting year 1,512,833 160,846 315,276 462,352 2,451,307
One year later 966,465 156,935 307,958 - 1,431,358
Two years later 910,549 161,977 - - 1,072,526
Thtee years later 922,615 - - - 922,615
Four years later 676,765 - - - 676,765
Estimate of
cumulative claims 923,077 161,977 307,958 462,352 1,855,364
Cumnulative payments to date (916,886) (160,166)  (295,546) (337,728) (1,710,326)
Unallocated loss adjustment
expense reserve - - - - 637
Claims payable - - - - 856
Total gross undiscounted liabilities
for incurred claims - - - - 146,531
Attributable expenses - - - - 12,301
Total discounted gross reserves
included in the statement of
financial position - - - - 158,832
Risk adjustments - - - - 4,182
Gross retakaful contract liabilities at 31 December 2025 for contracts measured under PAA
2022 & prior
years 2023 2024 2025 Total
AED000 AED’000 AED’000 AED’000 AED’000
At the end of each reporting year 569,793 96,556 189,419 285,568 1,141,336
One year later 387,836 95,613 185,925 - 669,374
Two years later 337,268 96,914 - - 434,182
Three years later 336,362 - - - 336,362
Fout yeats later 248,219 - - - 248,219
Estimate of cumulative claims 336,509 96,914 185,925 285,568 904,916
Cumulative payments to date (336,058) (96,075)  (179,282) (212,120) (823,535)
Claims receivable - - - - 300,832
Total gross undiscounted liabilities
for incurred claims - - - - 382,213
Retakaful non-performance risk - - - - (1,911)
Total discounted gross reserves
included in the statement of
financial position - = = - 380,302
Risk adjustments - - - - 2,320
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Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements
For the year ended 31 December 2025

9 Other receivables

2025 2024
AED’000 AED000
Other receivables : 6,847 6,570
Investment receivables 9,130 3,335
Prepayments 2,279 2,031
Advances 8,365 38
26,621 11,974

Attributable to:
Participants 9,236 5,475
Shareholders 17,385 6,499
26,621 11,974

10 Statutory deposit

Statutory deposit of amounting AED 4 million is maintained, in accordance with Article (92) of the Federal
Decree Law No. (6) of 2025 for the purpose of carrying on takaful operations in the United Arab Emirates and
is not available to finance the day-to-day operations of the Group. The statutory deposit bears a profit rate of
4.6% per annum (2024: 0% per annum).

11 Cash and cash equivalents

2025 2024

AED’000 AED’000

Cash on hand 245 271

Cash at banks 283,785 277,979

Term deposit having original maturity more than 3 months 513 48,610

Less: Expected credit losses (129) (268)

Cash and bank balances 284,414 326,592
Attributable to:

Participants 213,094 223,101

Shareholders 71,320 103,491

284,414 326,592

For the purpose of cash flow, the cash and cash equivalents at each year end is as follows:

2025 2024

AED’000 AED’000

Cash and bank balances 284,414 326,592

Add: Expected credit losses 129 268

Less: Term deposit having maturity more than 3 months (513) (48,610)

Cash and cash equivalents 284,030 278,250
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12 Share capital

2025 2024
AED’000 AED’000
Authorised issued and fully paid
210,652,000 (31 December 2025: 210,652,000)
ordinary shares of AED 1 each 210,652 210,652

As part of capital restructuring plan, following events occurred during the prior year:
¢ On 21 October 2024, the Group has completed the reduction of the accumulated losses and has set
off against share capital amounting to AED 124.3 million; and

®  On 6 December 2024, the Group issued 185 million ordinary shares by way of right issue of AED 1
per share which is equal to the nominal value of the Group ordinary shates.

13 Treasury shares

The Company has engaged a licensed Market Maker on the Dubai Financial Market to provide liquidity services
by placing buy and sell orders for the Company’s shares. This initiative is to improve the liquidity of securities.

As of 31 December 2025, the Market Maker held 3.9 million shates of Takaful Emarat - Insurance (PSC) on
behalf of the Company. These shares are classified under equity as treasury shates, recorded at cost. During the
year, the Company recognised AED 6.9 million (31 December 2024: Nil) in treasury shares.

Number of
shares Cost
‘000 AED?000

As at 1 January 2025 « a
Purchases during the year 36,122 57,188
Sales during the year (32,191) (50,552)
Realised gain on treasury shares A - 180
As at 31 December 2025 3,931 6,816
14 Statutory reserves

Statutory reserve

In accordance with U.A.E. Law No. (32) of 2021 (as amended), the Group has established a statutoty reserve
by appropriation of 10% of profit for each year until the resetve equals 50% of the paid-up share capital. This
reserve is not available for distribution except as stipulated by the Law.

The Group has transferred AED 1.59 million from profits to statutory reserve as at 31 December 2025. (31
December 2024: AED 1.1 million).

Retakaful reserve

In accordance with Article 34 issued by the Central Bank of the United Arab Emirates (“CBUAE”), Board
of Directors Decision No. (23) of 2019 the Company has created a retakaful reserve and transferred an
amount of AED 1.5 million (2024: AED 1.3 million).

The Group shall accumulate such reserve year on year and not dispose-off the reserve without the written
approval of the Central Bank of the United Arab Emirates (“CBUAE”).
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15 Gross written contributions

Details relating to gross written contributions are disclosed below to comply with the requitements of

CBUAE and are not calculated as per the requirements of IFRS 17.

2025

Total direct written contributions

2024

Total direct written contributions

16 Other payables

Sundry and VAT payable
Payable to DHA

Other payables

Accrued expenses

Lease liability

Employee related accruals

Attributable to:
Participants
Shareholders

17 Qard Hassan

(i) Deficit in participants’ fund:

As at 1 January
Surplus during the year
As at 31 December

(ii) Qard Hassan from shareholders

As at 1 January
Recovery of provision during the year
As at 31 December

All types of

Life Medical business
takaful takaful combined
AED000 AED’000 AED000
68,032 661,705 729,737
105,995 510,222 616,217
2025 2024

AED’000 AED000

40,419 20,516

18,214 18,041

13,346 15,001

9,889 3,959

3,269 -

3,473 2,569

88,610 60,086

10,441 13,566

78,169 46,520

88,610 60,086

2025 2024

AED’000 AED’000

(34,127) (65,724)

27,577 31,597

(6,550) (34,127)

2025 2024

AED’000 AED’000

34,127 65,724

(27,577) (31,597)

6,550 34,127
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18 Takaful revenue

For the year ended 31 December 2025

CSM recognised for services provided

Change in risk adjustment for non-financial tisk for
risk expired

Expected incurred claims and other takaful service
expenses

Experience adjustments

Recovery of takaful acquisition cash flows

Contracts not measured under the PAA

Contracts measured under the PAA

Total takaful revenue

For the year ended 31 December 2024

CSM recognised for services provided

Change in risk adjustment for non-financial risk for
risk expired

Expected incurted claims and other takaful service
CXPCHSCS

Experience adjustments

Recovery of takaful acquisition cash flows

Contracts not measured under the PAA

Contracts measured under the PAA

Total takaful revenue

19 Takaful service expense

For the year ended 31 December 2025

Takaful Service Expenses Allocated to
Participants' fund

Incurred claims

Losses on onerous contracts and reversals of those

losses

Changes to liabilities for incurred claims

Total takaful service expenses charged to
participants' fund

Other expenses allocated to shareholders’
fund

Amortisation of takaful acquisition cash flows

Takaful maintenance expenses
Total other expenses charged to shareholders
fund

Total takaful service expenses

Group life Individual
and medical life Total
AED’000 AED’000 AED’000
- 1,879 1,879
- 261 261
- 2,077 2,077
- 460 460
e 7,443 7,443
- 12,120 12,120
598,859 - 598,859
598,859 12,120 610,979
Group life
and medical Individual life Total
AED000 AED’000 AED’000
= 2,979 2,979
- 748 748
- 572 572
- O] &)
5 6,890 6,890
- 11,188 11,188
409,100 = 409,100
409,100 11,188 420,288
Group life Individual
and medical life Total
AED’000 AED’000 AED’000
465,538 2,234 467,772
320 15,698 16,018
(6,463) (227) (6,690)
459,395 17,705 477,100
80,006 7,444 87,450
53,603 3,054 56,657
133,609 10,498 144,107
593,004 28,203 621,207
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19 Takaful service expense (continued)
For the year ended 31 December 2024

Takaful Service Expenses Allocated to Participants'
fund

Incurred claims

Losses on onerous contracts and reversals of those

losses

Changes to liabilides for incurred claims

Total takaful service expenses charged to participants
fund

Other expenses allocated to shareholders’

fund

Amortisation of takaful acquisition cash flows

Takaful maintenance expenses

Total other expenses chatged to shareholders' fund

Total takaful service expenses

20 Takaful and retakaful finance income and expense

Takaful finance income/(expenses)
Retakaful finance income

21 Investment income

Unrealised gain on financial assets held at FVIPL
Profit from wakala deposits

Return on financial assets

Other investment income

Attributable to:
Participants
Shatreholdets

Group life Individual

and medical life Total
AED’000 AED’000 AED?000
325,161 2,260 327 421
718 (4,279) (3,561)
(12,403) (1,179) (13,582)
313,476 (3,198) 310,278
52,379 6,890 59,269
35,230 2,659 37,889
87,609 9,549 97,158
401,085 6,351 407,436
2025 2024

AED’000 AED’000

17,811 (587

(233) 189

17,578 (398)

31 December 31 December
2025 2024

AED’000 AED’000

43,704 25,159
8,008 662
8,603 5,408
1,805 824
62,120 32,053

26,528 30,621

35,592 1,432
62,120 32,053
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22 General and administrative expenses

2025 2024
AED’000 AED000

TPA expenses 34,976 21,799
VAT provision 24,245 -
Salaries and other benefits 22,495 17,928
Authotity fees 7,069 5,922
Legal and professional fees 5,638 3,778
IT expenses 4,168 3,155
Depreciation and amortisation 1,064 671
Rent and related expense 819 1,539
Utilities, maintenance and communication 484 550
Miscellaneous expenses 2,430 6,183

103,388 61,525

23 Contingent liabilities

On 31 December 2025, the Group had contingent liabilities in respect of medical claims and other matters
arising in the ordinary course of business from which it is anticipated that no material liabilities will arise,
amounting to AED 0.67 million (31 December 2024: AED 1.6 million).

Legal claims

The Group, in common with most insurers, is subject to litigation in the normal course of its business. The
Group, based on independent legal advice, does not believe that the outcome of these coutt cases will have
a material impact on the Group’s income or financial condition.

Capital commitments

Capital commitments for under construction properties as at 31 December 2025 amounted to AED 2.9
million (31 December 2024: AED 6.5 million).

Other commitments

The Group has lease agreements which are payable as follows:

2025 2024
AED’000 AED’000
Less than one year 1,277 544

24 Related party transactions

The Group in the normal course of business carries on business with other entities and shareholder’s that
fall within the definition of a related party in accordance with IFRS.

Related parties represent the Group’s major shareholders, directors and key management personnel of the
Group, and entities controlled, jointly controlled, or significantly influenced by such parties. The pricing
policies and terms of these transactions are approved by the Group’s management. At the end of the
reporting year, amounts due from/to related parties were as follows:
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24 Related party transactions (continued)

2025 2024
AED’000 AED’000

Due from related parties

Treasury share advance 7,928 -
2025 2024
AED’000 AED’000

Balances
Deposit under shate buyback placed with other related party 22,500 -

Compensation of the key management personnel is as follows:

2025 2024
AED’000 AED’000

Short/long tetm employee benefits 6,592 6,693

25 Financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordetly
transaction between market participants at the measurement date. As such, differences can arise between
book values and the fait value estimates.

Undetlying the definition of fair value is the presumption that the Group is a going concern without any
intention or requirement to matetially curtail the scale of its operations or to undertake a transaction on
adverse terms,

Fair value of financial instruments carried at amortised cost

Management considers that the carrying amounts of financial assets and financial liabilities recognised at
amortised cost in the consolidated financial statement approximate their fair values.

Valuation techniques and assumptions applied for the purposes of measuring fair value

The fair values of assets and liabilities are determined using similar valuation techniques and assumptions
as used in the audited annual consolidated financial statements for the year ended 31 December 2025,

Fair value measurements recognised in the consolidated statement of financial position The following table
provides an analysis of assets and liabilities that are measured subsequent to initial recognition at fair value,
grouped into Levels 1 to 3 based on the degree to which the fair value is observable: ‘
Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilities;

Level 2 fair value measurements are those derived from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either directly (i.e. as prices) ot indirectly (i.e. derived
from prices); and

Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset
or liability that are not based on observable market data (unobsetvable inputs).

The table on the next page gives information about how the fair values of these financial assets are
determined:
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25 Financial instruments (continued)

31 December 2025 Levell Level 2 Level 3 Total
AED'000 AED'000 AED'000 AED'000
Investments at fair value through profit or

loss (FVIPL)
Mutual funds - 358,302 - 358,302
Equity investments — quoted 53,532 - - 53,532
Equity investments - unquoted - - 56,948 56,948
53,532 358,302 56,948 468,782
31 December 2024 Level 1 Level 2 Level 3 Total

AED'000 AED'000 AED'000  AED'000

Investments at fair value through profit or

loss (FVTPL)
Mutual funds - 355,767 - 355,767
Equity investments — unquoted - - 16,386 16,386
- 355,767 16,386 372,153
31 December 2025 Level 1 Level 2 Level 3 Total

AED'000 AED'000 AED'000 AED'000
Investments at fair value through other
comprehensive income (FVTOCI)

Equity investments — unquoted - - 15,196 15,196

31 December 2024 Level 1 Level 2 Level 3 Total
AED'000 AED'000 AED'000 AED'000

Investments at fair value through other
comptehensive income (FVTOCI)

Equity investments — unquoted - - 8,400 8,400

The fair value of Level 3 unquoted equity investments is determined using a discounted cash flow (“DCF”)
valuation technique and is measured as at the reporting date.

There were no transfers between Level 1, Level 2 and Level 3 fair value measurement categories duting the
year ended 31 December 2025 (31 December 2024: Nil).

26 Segment information

For management purposes, the Group is organised into two business segments; Takaful and investment
opetations. The takaful operations comprise the takaful business undertaken by the Group on behalf of
policyholders. Investment operations comprise investments and cash management for the Group’s own
account. No operating segments have been aggregated to form the above reportable operating segments.

Segment performance is evaluated based on profit or loss which in certain respects is measured differently
from profit or loss in the consolidated financial statements.

Except for wakalah fees, allocation charges and Qard Hassan, no other intet-segment transactions occurred
during the year.

51



(4]

6£9°96L 7€0°006 118°1S PLI'68 8T8 VYL 858018 sanIIqel Juawdag
78656 GES LLOT 688081 LTI°09T GS6'8LL 80b°L18 $19s5% 10awdog
000.d9V 0000V 000.d9V 000.dAV 000.d9V 000.a9V
Y20z SZ02 ¥20¢ $20T $202T §702
Te10]1, JUBUIISAAU] myeye],
8S1El (6e731) L6S1E €IL6T (¥88°L) L6S‘LT ¥eah a1 305 (ssop) /1gorg
(525°19) (6zs19) - (88¢'cor) (88¢“con) = $95U2dX2 JARENSIUNWPE PUE [I5U3L)
(69Z°65) (69Z°65) = (0sv°L8) (0sv°L8) - 1502 wonsmboe Lorog
- 861°001 ®61°001) - LBL'SHT (L8L'sHT) 5995 e
STL SZL - S6S‘T S6S‘T 2 WodUT IR
€50°C€E A%l 129°0¢ 02129 TLS'SE 81597 32U - SWODUT JUIUNSIAU]
¥L1°101 - yLIT0T 9£8°9pT - 9¢8°OFL WI0DU] [MEXE} DN
865 - 865 (6L8°LT) - (6L8LT) SIUDUNSIAU]
Suedonred jo anyea ey ur 98ueyd BN
681 2 681 (g€2) - (¢€2) awoour/(2suadxa) 2ouruy [myEEIry
(L89) s (L83) TI8‘LI - TI8‘LI (ssop)/swoour 2dUELY MyENE],
¥L6°001 - ¥L6°001 LET'LYT - LET'LYT SINS3T IDTAISS [ryeye ],
(9¢0°6) - (9€0%) 85Tl - 86Z°¢L P[Py $39ERU0 [0geseldl woiy (sasuadxa) /awoou]
®L2°01¢) - (8L2'01¢) (oot°LLt) - (oor‘LLt) sasuadxa 221ATS [JEYE],
88Z°0TY - 887°0TH 616019 = 6L6°019 INUAAIT [JEIE],
myeyey,
0009V 0009V 000.J9V 000.09V 000,09V 000.09V
o, STOP[OY2TEYS syuedpnzed e10], SIapIoYaIEYS sywedonred
03 JqEINqENY O3 J[qEnqEnIy 03 3[qeINgIMy 01 IqeINqENY
Y20t Sz0z

:00[aq pa1uasard sy uoNEWIOFUT [EIuawSag ‘woprwIOyul uawFas Arewnd sir sizodar dnoiny o YOIy UO SISeq OU3 T8 SIUIWFS 9891,

(ponunuos) uonewaojuy yuswbag gz

§707 I2qUISdI(] [€ PAPUS TLdA 211 JO
SIUDUIIIEIS [EIOUBUY PIAIEPOSUOD Y3 03 SION]

Axerpisqns s31 pue (D§d) 20UBINSU] - JerewW [Nyexe. ],



Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements
For the year ended 31 December 2025

27 Basic and diluted earnings per share

2025 2024

AED’000 AED’000

Profit for the year attributable to shareholders 15,856 11,162
Total number of shares 210,652 210,652
Less: Treasury shares (3,931) -
Weighted average number of shares outstanding during the year 206,721 210,652
Basic and diluted earnings per share 0.077 0.053

Basic earnings per share are calculated by dividing the profit for the year by the number of weighted average
shares outstanding during the reporting year. Diluted earnings per share is equivalent to basic earnings per
share.

28 Capital risk management

Section 2 of the Financial Regulations for Insurance Companies (the “Regulations”) issued by Central Bank
of UAE identifies the required solvency margins to be held in addition to takaful liabilities. The solvency
margins must be maintained at all imes throughout the year.

‘The primary objective of the Group’s capital management is to comply with the regulatory requirements in
the UAE and to ensure that it maintains a healthy capital ratio in order to support its business and maximise
shareholder value.

'The Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
sharcholders, return capital to shareholders or issue new shares. Section 2 of the Financial Regulations for
Insurance Companies (the "Regulations") issued by the Central Bank of UAE identifies the required
solvency margin to be held in addition to insurance liabilities. The solvency matgin must be maintained at
all times throughout the year. As at 31 December 2025, the Group had a solvency deficit as compared to
Minimum Capital Requirement (MCR), Minimum Guarantee Fund (MGF) and Solvency Capital
Requirement (SCR).

The table below summaries the consolidated Minimum Capital Requirement (MCR), Minimum Guarantee
Fund (MGF) and Solvency Capital Requirement (SCR) of the Group and the total capital held at the Group

level to meet the required Solvency Margins in line with the requirements of the financial regulations issued
for takaful companies in UAE.

2025 2024

AED’000 AED’000

Minimum Capital Requirement (MCR) 100,000 100,000
Solvency Capital Requirement (SCR) 94,445 101,559
Minimum Guarantee Fund (MGF) 84,093 56,342
Basic Own Funds 49,865 110,606
MCR Solvency Margin - Minimum Capital Requirement (deficit)/sutplus (50,135) 10,6006
SCR Solvency Margin - Solvency Capital Requirement (deficit)/surplus (44,580) 9,047
MGEF Solvency Margin — Minimum Guarantee Fund (deficit) /surplus (34,227) 54,264

The Group did not meet the Minimum Capital Requirements of AED 100 million, Solvency Capital
Requirements of AED 94.4 million and Minimum Guarantee Fund of AED 84.1 million as at 31 December
2025. In compliance with the Central Bank of UAE regulations, the Group will prepare a solvency plan and
submit it to the Central Bank of UAE in April 2026.
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29 Risk management
Capital management framework

The primary objective of the Group’s capital management is to comply with the regulatory requirements in
the UAE and to ensure that it maintains a healthy capital ratio in order to suppott its business and maximise
shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
shareholders, return capital to sharecholders or issue new shares. The Group fully complied with the
externally imposed capital requirements and no changes were made in the objectives, policies or processes
during the years ended 31 December 2025 and 31 December 2024.

Regulatory framework

Regulators are primarily interested in protecting the rights of the participant and monitor them closely to
ensure that the Group is satisfactorily managing affairs for their benefit. At the same time, the regulators are
also interested in ensuring that the Group maintains an appropriate solvency position to meet unforeseen
liabilities arising from economic shocks or natural disasters.

The operations of the Group are also subject to regulatory requirements within the jurisdiction where it
operates. Such regulations not only prescribe approval and monitoring of activities, but also impose certain
restrictive provisions (e.g. capital adequacy) to minimise the risk of default and insolvency on the part of
the takaful companies to meet unforeseen liabilities as these arise.

Asset liability management (ALM) framework

Financial risks arise from open positions in profit rate, currency and equity products, all of which are exposed
to general and specific market movements. The Group manages these positions to achieve long- term
investment returns in excess of its obligations under takaful contracts. The principal technique of the
Group’s ALM is to match assets to the liabilities arising from takaful contracts by reference to the type of
benefits payable to contract holders.

The acting Chief Executive Officer actively monitors the ALM to ensure in each period sufficient cash flow
is available to meet liabilities arising from takaful contracts and regularly monitors the financial risks
associated with the Group’s other financial assets and liabilities not directly associated with takaful liabilities.

Takaful risk

The principal risk the Group faces under takaful contracts is that the actual claims and benefit payments or
the timing thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims,
actual benefits paid and subsequent development of long-term claims. Thetefore, the objective of the Group
is to ensure that sufficient reserves are available to cover these liabilites.

The above risk exposure is mitigated by diversification across a large portfolio of takaful contracts. The
vatiability of risks is also improved by careful selection and implementation of underwriting strategy
guidelines, as well as the use of retakaful arrangements.

Frequency and amounts of claims

The frequency and amounts of claims can be affected by several factors. The Group underwtites mainly
medical, group life and personal accident risks. These are regarded as short-term takaful contracts as claims
are normally advised and settled within one year of the insured event taking place. This helps to mitigate
Takaful risk.

Medical, group life and personal accident

Medical takaful is designed to compensate the contract holders for medical costs. Group life and personal
accident takaful entitles the contract holders or their beneficiaries to specified amounts in case of death or
permanent or partial disability. For medical takaful, the main risks are illness and related healthcare costs.
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29 Risk management (continued)
Individual life

For contracts for which death or disability is the insured risk, the significant factors that could increase the
overall frequency of claims are epidemics, widespread changes in lifestyle and natural disasters, resulting in
eatlier or more claims than expected. Group wide retakaful limits on any single life insuted and on all high-
risk individuals insured are in place.

The Group has adequate retakaful arrangements to protect its financial viability against such claims for all
the above classes.

Geographical concentration of risks

The takaful risk atising from takaful contracts is primarily concentrated mainly in the United Arab Emirates.
The geographical concentration of risks is similar to last year.

Retakaful risk

In common with other takaful companies, in otder to minimise financial exposure arising from large takaful
claims, the Group, in the normal course of business, entets into arrangements with other parties for retakaful
purposes. Such retakaful arrangements provide for greater diversification of business, allow management to
control exposure to potential losses arising from large risks, and provide additional capacity for growth. A
significant portion of the retakaful is effected under treaty, facultative and excess of loss retakaful contracts.

Retakaful ceded contracts do not telieve the Group from its obligations to participant and as a result the
Group remains liable for the portion of outstanding claims reinsured to the extent that the reinsurer fails to
meet the obligations under the retakaful agreements.

To minimise its exposure to significant losses from reinsurer insolvencies, the Group evaluates the financial
condition of its reinsurers. The Group deals with reinsurers approved by the Board of Ditectors.

The Group has a large ceding allowance which covers claim risks, including catastrophic risk. The Group’s
reserve performance is monitored frequently to ensure adequacy of reserves.

Sources of uncertainty in the estimation of future claim payments

Claims on takaful contracts are payable on a claims-occurrence basis. The Group is liable for all insured
events that occurred during the term of the contract, even if the loss is discovered after the end of the
contract term. As a result, liability claims are settled over a long period of time and element of the claims
provision includes incurred but not reported claims (IBNR). The estimation of IBNR is generally subject to
a greater degree of uncertainty than the estimation of the cost of settling claims alteady notified to the
Group, where information about the claim event is available. IBNR claims may not be apparent to the
insured until many years after the event that gave rise to the claims. For some takaful contracts, the IBNR
proportion of the total liability is high and will typically display greater variations between initial estimates
and final outcomes because of the greater degree of difficulty of estimating these liabilities. In estimating the
liability for the cost of reported claims not yet paid, the Group considers information available from loss
adjusters and information on the cost of settling claims with similar characteristics in previous petiods. Large
claims are assessed on a case-by-case basis or projected separately in order to allow for the possible distortive
effect of their development and incidence on the rest of the portfolio.

The estimated cost of claims includes direct expenses to be incurred in settling claims, net of the expected
subrogation value and other recoveries. The Group takes all reasonable steps to ensure that it has appropriate
information regarding its claims’ exposures. However, given the uncertainty in establishing claims
provisions, it is likely that the final outcome will prove to be different from the original liability established.
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29 Risk management (continued)
Retakaful risk (continued)
Sources of uncertainty in the estimation of future claim payments (continued)

The amount of takaful claims is particularly sensitive to the level of court awards and to the development of
legal precedent on matters of contract and tort. takaful contracts are also subject to the emergence of new
types of latent claims, but no allowance is included for this at the end of the reporting period.

Where possible, the Group adopts multiple techniques to estimate the required level of provisions. This
provides a greater understanding of the trends inherent in the experience being projected. The projections
given by the various methodologies also assist in estimating the range of possible outcomes. The most
appropriate estimation technique is selected taking into account the characteristics of the business class and
the extent of the development of each accident year.

In calculating the estimated cost of unpaid claims (both teported and not), the Group’s estimation
techniques are a combination of loss-ratio-based estimates and an estimate based upon actual claims
experience using predetermined formulae where greater weight is given to actual claims experience as time
passes. The initial loss-ratio estimate is an important assumption in the estimation technique and is based
on previous years’ experience, adjusted for factors such as premium rate changes, anticipated market
experience and historical claims inflation.

The initial estimate of the loss ratios used for the current year before and after retakaful are analysed below
by type of risk where the insured operates for current and prior year premium earned.

Sensitivity

The liability for incurred claims is sensitive to the key assumptions in the table below. It has not been
possible to quantify the sensitivity of certain assumptions such as legislative changes or uncertainty in the

estimation process. The following sensitivity analysis shows the impact on gross and net liabilities, net profit
and equity for reasonably possible movements in key assumptions with all other assumptions held constant.

The correlation of assumptions will have a significant effect in determining the ultimate impacts, but to
demonstrate the impact due to changes in each assumption, assumptions had to be changed on an individual

basis.

It should be noted that movements in these assumptions are non-linear. The method used for deriving
sensitivity information and significant assumptions did not change from the previous petiod.

Measured under PAA

Impacton Impacton Impacton Impacton

net profit net profit equity  equity net

Change in gross of net of gross of of

2025 assumptions retakaful retakaful retakaful retakaful
AED000 AED’000 AED000 AED’000

Risk adjustment 2.5% (5,636) (2,646) (5,636) (2,646)
Discount rate 1% - - - -
Risk adjustment -2.5% 5,619 2,642 5,619 2,642
Discount rate -1% - - - -
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29 Risk management (continued)

Sensitivity (continued)

Measured under PAA (continued)

Impact on Impact on Impact on Impact on

net profit net profit equity equity

Change in gross of net of gross of net of

2024 assumptions retakaful retakaful retakaful retakaful

AED000 AED’000 AED’000 AED’000

Risk adjustment 2.5% (3,873) (1,787) (3,873) (1,787)

Discount rate 1% - - - -

Risk adjustment -2.5% 3,854 1,783 3,854 1,783

Discount rate -1% - - - -

Measured not under PAA

Impacton Impacton Impacton Impacton

net profit net profit equity equity

Change in gross of net of gross of net of

2025 assumptions retakaful retakaful retakaful retakaful

AED’000 AED’000 AED’000 AED’000

Risk adjustment 2.5% (9,402) (8,775) (9,402) (8,775)

Discount rate 1% (105) 173 (105) 173

Risk adjustment -2.5% 8,126 7,606 8,126 7,606

Discount rate -1% 103 (189) 103 (189)
2024

Risk adjustment 2.5% (9,513) (8,682) (9,513) (8,682)

Discount rate 1% (1,472) (62) (1,472) (62)

Risk adjustment -2.5% 7,978 7,256 7,978 7,256

Discount rate -1% (1,596) (778) (1,596) (778)

Financial risk

The Group’s principal financial instruments include financial assets and financial liabilities which comprise
financial investments (at fair value through profit or loss and available-for-sale), receivables arising from
takaful and retakaful contracts, statutory deposits, cash and cash equivalents, and takaful and other payables
and jarah finance.

The Group does not enter into derivative transactions.

The main risks arising from the Group’s financial instruments are credit risk, liquidity risk, foreign currency
risk, profit rate risk and equity price risk. The board reviews and agtees policies for managing each of these
tisks and they are summarised below:

Credit risk

Credit risk 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. For all classes of financial assets held by the Group, the maximum
exposure to credit risk to the Group is the carrying value as disclosed in the consolidated statement of
financial position.
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29 Risk management (continued)

Financial risk (continued)

Credit risk (continued)

The following policies and procedures are in place to mitigate the Group’s exposure to credit risk:

The Group only enters into takaful and retakaful contracts with recognised, credit worthy third parties. It is
the Group’s policy that all customers who wish to trade on credit terms are subject to credit verification
procedures. In addition, receivables from takaful and retakaful contracts are monitored on an ongoing basis
in order to reduce the Group’s exposure to bad debits.

'The Group seeks to limit credit risk with respect to agents and brokers by setting credit limits for individual
agents and brokers and monitoring outstanding receivables.

The Group’s investments at fair value through profit or loss are managed by the Chief Executive Officer in
accordance with the guidance of the Board of Directors. The Group’s bank balances are maintained with a
range of international and local banks in accordance with limits set by the management.

The table below shows the maximum exposure to credit risk for the components of the consolidated
statement of financial position:

2025 2024

AED’000 AED’000

Financial instruments 506,478 403,053
Cash and cash equivalents 284,414 326,592
Other receivables (excluding prepayments) 24,342 9,943
Statutory deposits 4,000 4,000
Total credit risk exposure 819,234 743,588

Currency risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates.

There are no significant exchange rate risks as substantially all financial assets and financial liabilities are
denominated in UAE Dirhams or US Dollars to which the UAE Dirham is pegged.

Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its commitments associated with takaful
contracts and financial liabilities when they fall due. Liquidity requirements are monitored on a monthly

basis. The maturity profile of the financial assets and financial liabilities at the reporting date based on
contractual repayment atrangements was as follows below:

Less than  More than No maturity
2025 one year one year date Total
AED’000 AED’000 AED’000 AED’000

Financial assets

Statutory deposits - - 4,000 4,000
Financial instruments at FVTPL - - 468,782 468,782
Financial instruments at FVTOCI - - 15,196 15,196
Financial instruments at amortised cost - - 22,500 22,500
Other receivables (excluding
prepayments) 24,342 - - 24,342
Cash and bank balances 284,030 - 384 284,414
308,372 - 510,862 819,234
Financial liabilities
Other Payables 88,311 - - 88,311

58



Takaful Emarat - Insurance (PSC) and its subsidiary
Notes to the consolidated financial statements
For the year ended 31 December 2025

29 Risk management (continued)
Financial risk (continued)
Liquidity risk (continued)

Less than More than No maturity

2024 one year one year date Total
AED’000 AED’000 AED’000 AED’000

Financial assets

Statutory deposits - - 4,000 4,000
Financial instruments at FVIPL - - 372,153 372,153
Financial instruments at FVTOCI - - 8,400 8,400
Financial instruments at amortised cost - - 22,500 22,500
Other receivables (excluding
prepayments) 9,943 - - 9,943
Cash and bank balances - 48,610 - 277,982 326,592
58,553 - 685,035 743,588
Financial liabilides
Other payables 53,923 - - 53,923

The breakup for the retakaful and takaful contract assets and liabilities is given below:

Less than 1 1-5 More than
year years 5 years Total
AED’000 AED000 AED000 AED’000

31 December 2025

Retakaful contract assets 58,712 22,758 3,329 84,799
Takaful contract liabilities 434,292 134,467 161,200 729,959

Less than 1 1-5 Mote than 5
year years years Total

AED000 AED’000 AED’000 AED’000
31 December 2024

Retakaful contract assets 33,433 10,807 . 44240
Takaful contract liabilities 355,965 135,357 174,204 665,526
Retakaful contract liabilities 2,522 1,433 1,178 5,133

358,487 136,790 175,382 670,659
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29 Risk management (continued)

Financial risk (continued)

Equity price risk

Equity price tisk is the tisk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from profit rate tisk or currency risk), whether

those changes are caused by factors specific to the individual financial instrument or its issuer, or factors
affecting all similar financial instruments traded in the market.

The price risk is managed by outsourcing the trading of securities held by the Group to professional brokets.
However, the activities of brokers are also monitored and supervised by the management.

The following table shows the sensitivity of fair values to 5% increase or decrease as at 31 December:

Favorable Unfavorable
change change
AED’000 AED’000

2025
Profit bearing assets - 25,324 (25,324)
2024
Profit bearing assets 20,153 (20,153)

30 Corporate tax

On December 9, 2022, the United Arab Emirates (UAE) Ministry of Finance (MoF) released Federal Decree
Law No 47 of 2022 on the Taxation of Corporations and Businesses, Corporate Tax Law (CT Law) to enact
a new CT regime in the UAE. The new CT regime has become effective for accounting periods beginning
on or after 1 June 2023. As the Group’s accounting year ends on 31 December, the first tax period is from
1 January 2024 to 31 December 2024, with the respective tax return to be filed on or before 30 September
2025,

The taxable income of the entities that are in scope for UAE CT purposes is subject to the rate of 9% on
taxable profits above AED 375,000. The tax charge for the year ended 31 December 2025 is AED 3.86
million (2024: AED 2 million).

2025 2024
AED’000 AED000

Statement of comprehensive income

Current tax 49 -
Defetred tax 3,808 1,996
Income tax expense 3,857 1,996

Following is the analysis of deferred tax asset/(liabilities) presented in the consolidated financial statement of
financial position.
2025 2024
AED000 AED’000
Statement of financial position

Deferred tax assets - 991
Deferred tax liabilities (7,043) (2,987)
Net deferred tax liabilities (7,043) {1,996)
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30 Corporate tax (continued)

Relationship between tax expense and accounting profit:

2025 2024
AED000 AED000

Deferred tax asset:

Annual taxable income - (11,007)
Taxation at 9% - (991)
Deferred tax liability:
Unrealised gain/loss subject to defetted tax 42,313 33,189
Taxation at 9% 3,808 2,987

31 Internal sharia supervisory committee

The Group’s business activities are subject to the supervision and control of its Internal Sharia Supervision
Committee (ISSC) consisting of three members appointed by the shateholders. ISSC performs a supervisory
and monitoring role in order to determine whether the operations of the Group ate conducted in
accordance with Sharia rules and principles.

The prohibited profit forfeited by the resolution of the Sharia Supervisory Committee should not be placed
in a special account for shareholders to use at their discretion, as it does not belong to them nor to the
company. Rather, it is prohibited income that belongs to the charity account, which the company is required
to open under this designation. This account must be under the supervision of the Sharia Supervisory
Committee, and the funds are to be disbursed in accordance with its guidance and approval.

32 Zakat

For the fiscal year ending 31 December 2025, the company is liable for zakat, as the zakat value is AED 0.3
million (2024: AED 1.7 million)

32 Subsequent events

Subsequent to the reporting date, the geopolitical tensions in the Middle East have continued to evolve
since 28 February 2026, including ongoing regional conflicts and heightened political uncertainty. These
developments have increased volatility in global and regional financial markets and may, over time, affect
economic conditions in the region.

As at the date of approval of these consolidated financial statements, the Group continues to monitor
developments in the tegion and will assess the potential impact, if any.
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