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MANAGEMENT DISCUSSION
AND ANALYSIS REPORT

1. Statement of the main objects and business of the issuer.

The main activity of the company is general insurance and life assurance business. After the merger
between the parent company and two subsidiaries, "Muscat Insurance Company and Muscat Life
Insurance Company, the company becomes engaged in both classes of insurance from the date of
obtaining authorization to engage in insurance business and the transfer of portfolios of general insurance
and life assurance to the parent company. In this report, we are dealing with the results of the financial
year ending of 31 December, 2017 and the vision of the company's future in light of management trends
after the merger, taking into account the nature of the market and economic conditions, which Affect the
company's activity. We also take into consideration, the nature of the risk, which makes this report and
the data contained therein is complementary to the financial statements for the year 2017.

2. Methods through which the company achieves its business and development proposal.
Insurance Operations:
Despite the growing competition within the Omani market and the large number of local and international
insurance companies, the company maintained its planned growth rate and target as per the approved
plans for realizing steady annual growth rate. The company recorded increase in the total premiums
written by 26% to reach OMR 18.706 million compared to OMR 14.892 million for the same period last
year,
Growth in insurance business is based on insurance premium growth (Motor) that recorded OMR 11.475
million in 2017 compared to OMR 9.025 million at the end of 2016, and increase in (Non-Motor) insurance
premiums that recorded OMR 5.892 million in 2017 against OMR 4.564 million at the end of 2016.

This success in the company's underwriting policy increased the total underwriting results by ------18% to
record OMR 3.390 million compared to OMR 2.868 million for the same period last year.

The company's stable policy with international reinsurance companies reflects the confidence of
reinsurers in the company's corporate skills and ability to evaluate risks. It gives the company an
advantage as a result of strict underwiring systems that enabled it to maintain a good loss rate in all
classes of insurance,

Investment Operations:

Investment income recorded a decrease of 15 % to register OMR 1.083 million compared to OMR 1.273
million for 2016 a decrease of OMR 190K, mainly due to the unrealized loss on local equity portfolio by RO
101K against the unrealized gain of RO 483K due to downward trend of the Muscat Securities Market. On
the other hand, realized investment income has increased from RO 888K to RO 1.184 miilion.

Investment Type 2017 2016 2015

OMR % OMR % OMR %
Bank deposits 16,500,000 64 11,200,000 50 3,200,000 18
Securities 4,799,784 | 19 5,681,868 25 5,086,017 28
Bonds 2,043,639 B 4,063,015 18 8,021,885 45
Investment Property 2,381,514 9 1,573,576 7 1,693,727 9
*
Total 25,724,937 .‘FLOO 18,001,629 100
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iinve;_{ﬁent property is recognized in the General Budget by its actual cost value after depreciation. The
market value of the property has reached 3.375 Million OMR so the actual value has not been calculated.
The Company's Financial Position according to the Insurance Companies Law:

Contingency Provision:

Due to the change of company business after the merger and in line with the provisions of the Insurance
Companies Law, the company has established a contingency provision to strengthen its financial position
through the formation of this provision from profits, in accordance with the provisions of the Insurance

Companies Law. The deduction of this provision stops when it reaches an amount equaling the paid share
capital.

Contingency reserve 2017 1,711,888

Solvency Margin:

After the transformation of the company, the company's management paid attention to empowering the
company's financial position and financial capacity in order to meet its financial obligations.

Financial Solvency Margin of 2017 10.4 million

The General and Administrative Expenses:

The General and Administrative Expenses increased by 12.8% to OMR 2.930 million in 2017 compared to
OMR 2,598 million in 2016. The main reason for this increase is due to employee payroll and the
expansion of the company's profitable network during the year.

3. Explanation of investment opportunities and obstacles.
The real estate investment project of Muscat Insurance Company is an important addition to the
company's assets. This investment project reinforces the expected return on investment. It is expected
that the construction of the building will complete by the fourth quarter of the financial year 2018.

The market risks involved in both Oman and the global markets are the main factors that the company
takes into account when assessing investment opportunities and performance of investments.

4. Analysis of issuer's products
The company is an insurance company that implements both classes of insurance, general insurance and
life assurance. The company has a variety of insurance policies that meet the needs of the customers. The
company is working on developing its insurance products to meet the needs of the market. During the

year, the company managed to get the CMA approval to market two additional policies, family floater and
child annuity.

5. Explanation of the risks the company is facing and how to mitigate them.

The Company is exposed to market risks in respect of its investments. The risk mitigation is based on the
following key principles:

* Maintaining a diversified portfolio of its Equity and other asset classes
¢ By continuous mgaitering of the local and international markets
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Providing an oversight and broad-based review mechanism of its insurance subsidiaries
Following a 2-tier structure of corporate governance towards underlying Investment Philosophy,

Strategic Asset Allocation and overall Investment Policy. These tiers include CEO/CFO/CLCO and the
Audit & Board for key investment decisions

6. Discussion of the consolidated financial and operational performance of the Company
Including analysis of the financial position of the company, the results of its business during
the financial year focusing on explanation of the significant changes in figures.

The

a)
b)

c)
d)

e)

f)

salient features on the performance for the current year are as follows:

The investment profit for 2017 was OMR 1,082,790 compared to OMR 1,272,773 in 2016.

The realized investment income in 2017 was OMR 1,184,269 compared to OMR 888,412 and
unrealized loss on investment was OMR 101,479 compared to gain of OMR 384,361 in 2016.

The underwriting results increased to OMR 3,390,131 before expenses from OMR 2,867,626 in 2016.

The total expenses increased to OMR 2,929,920 in 2017 compared to OMR 2,597,750 in 2016 on
account of staff costs and expansion of branch network.

The net result is a profit after tax of OMR 1,508,430 for the year 2017 compared with to OMR
1,339,163 in 2016.

The Net Worth at year end reached OMR 17,191,488 compared to OMR 16,189,855 at year end 2016.
The Net Assets per share thus stands at OMR 1.719 compared to OMR 1.619 last year.

7. Time sequence of realized profits and losses, dividends, net equity, for a period of not less than five

years:

(OMR in ‘000) |
S )
Net profit/(Loss)
after tax (288) 513 132 92 1,339
Dividends - - 250 250 500
Bonus shares - - - 100%
Total Equity (Net-worth) 14,537 | 15,067 15,218 | 15,081 16,190

8. Description of the main activities of the issuer, their geographical location, size, of investment and
number of employees in each one. Description of subsidiaries (if any) and nature of their business and
activity.

- Principal Activity: Insurance
- Geographical Location: Muscat, Oman
- Size of Investment by parent company:
* Investments held for trading and carried at fair value through income statement
OMR 4,326,410 Million

¢ The number of staff in the Company as at 31% December 2017 was 166 with an
Omanisation ratio of 77%

6 o 2 0 o0 00 o o e o e o ke obe o 2k abe b ol ol ol e o e e o 0 ok ok ol o e e 2k ol o o o o e o

Page 3 of 3



