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Dated 22 May 2022

Subject: Rights Issue Prospectus

Dear Shareholders

We refer to our disclosure on MSX dated 15 May 2022 on the Rights Issue. After further discussions with
the CMA, we would like to disclose that following sections of the Prospectus have been amended:

Purpose of the The purpose of the Rights Issue is to increase the capital of the Company by
Issue increasing its paid-up capital, so as to enable its business growth, fulfil
operational and liquidity requirements as well as to comply with the solvency
margin requirement of the CMA.

3, USE OF PROCEEDS AND ISSUE EXPENSES

USE OF PROCEEDS

The purpose of the Rights Issue is to increase the capital of the Company by increasing its paid-up capital,
so as to enable its business growth, fulfil operational and liquidity requirements as well as to comply with
the solvency margin requirement of the CMA.

4. ISSUER’S OBJECTIVES AND APPROVALS

For the year ended 31 December 2021, the Company generated a net profit of OMR 761,043. As at 31
December 2021 Takaful Oman had total assets of OMR 34,598,428 and total shareholders’ equity of OMR
23,295,865. The total deficit in the participants’ fund as at 31 December 2021 was OMR 23,973,5688. The
Qard Hasan given by the Company to the participants’ fund as of 31 December 2021 was OMR 17,401,921
and as per the Takaful Regulations, an additional amount of OMR 2,231,631 needs to be further provided.

CAPITAL ADEQUACY AND SOLVENCY MARGIN

The Company is required to maintain minimum capital of OMR 10 million pursuant to Takaful Insurance
Law. Additionally, the Company is also required to set aside 10% of its annual profit, after deduction of
taxes, into a legal reserve pursuant to Article 132 of the Commercial Companies Law until the accumulated
balance is equal to one third of the company's paid up capital.
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The Company is in compliance with the Minimum Capital Requirement (MCR) as per the regulation and
reported total equity & reserve of OMR 29.30 million. As at 31 December 2021, the Company reported
Solvency Deficit in General Takaful of OMR 12.01 million, Solvency Deficit in Medical Takaful of OMR 0.77
million and Solvency Surplus in Family Takaful of OMR 2.75 million. Out of the total deficit, OMR 7.82
million represents inadmissibility on account of Reinsurance Recovery on a few major claims which will
become admissible for solvency purposes once it's settled.

The CMA has instructed the Board of Directors of the Company to meet the solvency deficit by injecting up
to OMR 6 million in the shareholders’ fund by increasing the share capital or other form of equity.

For this purpose, the Board of Directors have approved the injection of equity of up to OMR 6 million in the
form of additional share capital through the Rights Issue to existing shareholders.

The Company plans to cover the remaining amount of the solvency deficit by enhancing the profitability of
the Company through business growth, prudent underwriting practices and bringing efficiency in the
operations resulting in cost optimization.

KEY FINANCIALS

Pa 'mants rFund e

Gross ertten Contnbutlon

Net Retained Contribution 12,168 11 627

Net Earned Contribution 14,063 12,109

Net Loss Incurred (10,661) (9,490)

Net Underwriting Result 2,185 1,496 (2,450)
Wakala fee (5,051) (4,545) (4,798)
Esr:lgtt in Participants (2.866) (3,048) (6,073)

Source: Takaful Oman

shargholdars Fund____
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Wakala fee 5,051 4,798
Investment Income 587 886
General and Admin (2.759) (3,698)
Expenses

Rental Cost (75) (64)
Wakala Financing Cost - (181)
Acquisition Cost - 7 (1,174)
Profit before taxes 2,803 1,909 566
Taxation (13) (183) (195)
Profit After Tax 2,791 2,092 761

Source: Takaful Oman
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Ratios
R Ee GZUARE S O EYe20205 T R A0 20T
Retention Ratio 48% 46% 42%
Net Loss Ratio 76% 78% 96%
Net Expense Ratio 32% 36% 34%
Net Combined Ratio 108% 119% 151%

Source: Takaful Oman

Gross contribution shows strong growth, increasing at a compounded annual growth rate of 23% over the
last 6 years resulting in capturing of large market share of 7% and building a strong customer base of over
200K. However, the impressive growth in the topline did not filter down as only a minimal part was retained
even in the profitable business lines like medical and life, resulting in lower retained and earned
contributions.

Loss ratio remained high which resulted in lower underwriting profit, not enough to meet the operational
expenses. Major issue was in the motor takaful as the loss ratio remained above industry average. Further,
higher operating expenses also led to significant deficit in the Participants’ Fund.

Wakala Fee has been reduced from 18% to 13% as approved by the CMA effective from February 11, 2022
which will positively impact the participants’ fund, however, it will have a negative impact on the
shareholders’ fund and profitability of the Company.

From December 2020, as per the new takaful regulation, the acquisition cost is being charged to the
shareholders’ fund rather than the participants’ fund which will positively impact the participants’ fund,
however, it will have a negative impact on the shareholders’ fund and profitability of the Company.

ISK FACTORS AND MITIGANTS

Liquidity risk

Liquidity risk is the risk that Takaful Oman may encounter difficulty in raising funds to meet commitments
associated with financial liabilities. Liquidity requirements are monitored regularly and the Company
ensures that sufficient funds are available to meet any commitments as they arise. Takaful Oman considers
its liquidity position to be satisfactory.

At 31 December 2021, Takaful Oman’s solvency margin (as calculated in accordance with the Oman
Insurance regulations) indicates deficit of OMR 10.03 million against the regulatory requirement.

The CMA has instructed the Board of Directors of the Company to meet the solvency deficit by injecting
money in the shareholders’ fund through increase in share capital or any other form of equity. The Board
has taken note of the regulatory requirement and following various consultations with the CMA, has
approved to increase the paid up capital of the Company through the Rights Issue of up to OMR 6 million
to comply with the CMA directives.
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The Company plans to cover the remaining amount of the solvency deficit by enhancing the profitability of
the Company through business growth, prudent underwriting practices and bringing efficiency in the
operations, resulting in cost optimization.
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