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CHAIRPERSON’S REPORT FOR THE

YEAR ENDING 31st DECEMBER 2005

On behalf of the Board of Directors of Muscat National Holding SAOG I have great pleasure in welcoming you to the 11th Annual General Meeting of the Company to present you our Annual Report on the Company’s activities and the audited consolidated financial statements for the year ending 31st December 2005.

General Overview

The Government of the Sultanate is adopting sound economic policies thereby creating opportunities for development at macro and micro level. This has naturally attracted additional players in a free market environment, a better option for the customer. This has necessitated the companies to innovate sound strategy and management so as to prosper.

I am pleased to advise our shareholders that the two subsidiary companies have been rated by a regional rating agency and both companies have been upgraded from BBB to A minus, reflecting our increase in financial and management strength.

Results

I am pleased to report that the Net profit after tax for the year is OMR 2.270 Million compared with the previous year’s Net profit of OMR 2.509 Million.

The operational income consisted of Investment income of OMR 1.994 Million (2004: OMR 1.999 Million) and underwriting result of OMR1.414 Million (2004: OMR 1.589 Million)

As a result the Shareholders Consolidated Net Equity has risen to OMR 9.739 Million from OMR 7.468 Million since last year. The Net Asset per share has increased from OMR 1.494 to OMR 1.948 (an increase of OMR 30.3%).

The Earning Per Share reduced from OMR 0.502 to OMR 0.454 as a result of lower Underwriting results on account of intense competition from an over crowded insurance market. However, despite this we have been able to maintain our market share.
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The increase in expenses has mainly resulted from the due to strengthening of manpower and marketing development of the company.

The total Investment assets stood at OMR 16.564 Million compared with 
OMR 14.630 Million for last year.

In conclusion the Net profit of OMR 2.270 Million for the year remains steady despite very competitive market conditions and represents 45.4% Return on the Equity.

A prudent dividend policy is followed, however, the dividend distribution is subject to the approval of the shareholders.

Corporate Governance

The Capital Market Authority’s Code of Corporate Governance continues to be the corner stone of the company’s compliance policies. Further more the internal auditor has been reporting directly to the board via the Audit Committee with management acting upon any recommendation to the satisfaction of the Board of Directors and external auditors where applicable.

Management continue to adhere to best practice as confirmed in a separate report on the Company’s Corporate Governance policies within this report and as required by the Code is certified by our external auditors Messrs. Ernst & Young in that it confirms that we are in compliance with the laws and regulations of the Sultanate of Oman. We continue to monitor the effectiveness of the company’s system of internal controls with close interaction with management.

Omanisation

Our commitment to Omanisation continues and in order to improve the skill levels and encourage higher education, management with Board’s approval have introduced a formal appraisal grading system following recommendations of the review undertaken by an International Human Resources specialist the previous year. This should enable staff to progress and remain in a long-term career programme. Focus has remained on training with continuing overseas training as well as internal courses being held throughout the year.
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The Year Ahead

It is hoped that with continuing development of the economy in particular the projects in the Sohar industrial area and tourism projects, more opportunities for the insurance market generally will be presented. 
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On behalf of the Board, I would like to take this opportunity to express our most humble gratitude and loyalty to His Majesty Sultan Qaboos bin Said for the continued peace and stability, which his reign has brought us. We also wish His Majesty the strength and good health to allow him to continue to lead us on an enlightened path to future prosperity and development for Oman and its people.

For and on behalf of the Board of Directors

_________________

Reem Omar Zawawi

Chairperson

