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MANAGEMENT DISCUSSION AND ANALYSIS REPORT

1.  Discussion on Financial and Operational Performance
We are pleased to highlight the salient features of the performance of the Company for the current year. 

a) The premium written for the year of OMR 8.375 million represents company’s ability to withstand competition from 17 competitors

b) The operational result despite a difficult insurance and reinsurance market still remains high.

c) The net profit of OMR 2.270 million represents a return of 26.39% on average net worth.

d) The total assets have gone up to OMR 16.564million from OMR 14.630 Million last year. As a result Net Assets per share has increased to OMR 1.948 as compared to OMR 1.494 last year.

e) The borrowings of the company have reduced from OMR 3.30 million in 2001 to OMR 769K in 2005.

f) The consolidated net worth has increased from OMR 9.739million from OMR 7.468million last year.

g) The company has been upgraded to MSM Regular Market.

2.   Internal Control Systems and their Adequacy
The company has good internal control systems and a detailed analysis undertaken by the in-house auditor in 2005 has strengthened and proven the adequacy of these controls. There is detailed Manual of Authority vesting the authority in different levels of management for all day-to-day operations with adequate checks and balances.

The Company has a Disaster Recovery Contingency Plan in place.

The Company has an external Legal Advisor.
3.    Outlook
The local insurance industry is a mature, developed and highly competitive industry, where price undercutting is the norm. Three more national companies have emerged during the year.

Our philosophy of selective underwriting, seeking out profitability rather than solely premium growth remains the corner stone of our business strategy. This strategy has proven successful, as evidenced by the good performance in recent years.

Tighter controls are continuing from our reinsurers in the light of our heavier claims in recent past but the foundation laid down would allow us to maintain an acceptable return every year.

Bancassurance and Personal Lines business will be a new area of growth and profitability for the company.

The company is fully geared to take advantage of the industrial developments taking place in Sohar.

Our focus is to turnout consistent performance, which the shareholders can reply upon.
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