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AUDITORS’ REPORT TO THE SHAREHOLDERS OF
MUSCAT NATIONAL HOLDING COMPANY SAOG

We have audited the accompanying consolidated balance sheet of Muscat National Holding
Company SAOG and its subsidiaries (the group) and the balance sheet of Muscat National
Holding Company SAOG (the parent company) as of 31 December 2005, and the related
consolidated and parent company statements of income, cash flows and changes in equity for
the year then ended. These financial statements are the responsibility of the company’s board
of directors. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with International Standards on Auditing. Those
Standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In accordance with article 20 (2) (c) and article 20 (3) (b) amended by Royal Decree No
35/95 of the Oman Insurance Company Law 1979 (the law), the group’s insurance
subsidiaries have accumulated contingency provisions in their insurance funds liabilities,
through annual charges to their income statements. Under International Financial Reporting
Standard (IFRS) 4, effective 1 January 2005, the group’s insurance subsidiaries should not
recognise as a liability any provision for possible future claims, if those claims arise under
insurance contracts that are not in existence at the reporting date. The group has approached
the relevant authority for its decision to resolve this conflict between the provisions of the
law and IFRS 4. In our view the contingency provisions are therefore, not recorded in
accordance with International Financial Reporting Standards. Accordingly the contingency
provision charge for the year is overstated as per IFRS 4 by RO 61,378 (2004 — RO 64,473)
and insurance funds liabilities in the balance sheet are overstated by RO 420,297 (2004 — RO
358,919).

A Member of Ernst & Young Global
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AUDITORS’ REPORT TO THE SHAREHOLDERS OF
MUSCAT NATIONAL HOLDING COMPANY SAOG (continued)

In our opinion, except for the effect on the consolidated financial statements of the matter
referred to in the preceding paragraph, the consolidated and parent company financial
statements:

i) Present fairly, in all material respects, the financial position of the group and parent
company as of 31 December 2005 and the results of their operations and cash flows for
the year then ended in accordance with International Financial Reporting Standards.

ii) Comply, in all material respects, with the relevant disclosure requirements of the

Commercial Companies Law of 1974, as amended, and the minimum disclosure
requirements for Public Joint Stock Companies issued by the Capital Market Authority.
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