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ANNUAL REPORT 2018

Statement of cash flows
for the year ended 31 December

2018 2017
Notes RO RO

OPERATING ACTIVITIES

Net cash generated from operating activities 22 3,340,938 5,795,890
INVESTING ACTIVITIES

Purchase of property, furniture and equipment 10 (219,356) (209,929)
Proceeds from sale of furniture and equipment - 1,275
Purchase of available-for-sale investments 11(a) (2,727,874) (2,801,888)
Proceeds from disposal of available-for-sale investments 1,296,090 1,978,311
Placement of deposits (1,024,040) (6,932,269)
Interest received 7 761,211 514,613
Dividends received 7 149,864 147,098
Net cash used in investing activities (1,764,105) (7,302,789)
FINANCING ACTIVITIES

Dividend paid (1,400,000) (412,500)
Rights issue - 4,005,000
Net cash (used in) from financing activities (1,400,000) 3,592,500
Net change in cash and cash equivalents 176,833 2,085,601
Cash and cash equivalents at 1 January 4,794,183 2,708,582
Cash and cash equivalents at 31 December 23 4,971,016 4,794,183

The accompany notes 1 to 29 form part of these financial statements.
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VISION INSURANCE SAOG

Notes to the financial statements
(forming part of these financial statements)

1 Legal status and principal activities

Vision Insurance SAOG (“Company”) is registered as a closely held joint stock company under the
Commercial Companies Law of Oman and engaged in the business of insurance within the Sultanate of
Oman. The Company has obtained its Commercial Registration on 1 September 2007 bearing registration
number 1025783 and its registered address is PO Box-1882, PC -114, Jibroo, Sultanate of Oman.

In accordance with the requirements of Royal Decree 39/2014 dated 17 August 2014 (“the RD”), only public
joint stock companies with a minimal capital of RO 10 million can be engaged in insurance business in
Sultanate of Oman. In order to comply with the RD, on 5 June 2017, the shareholders of the Company
approved the transformation of the Company from a closed joint stock company (SAOC) to a General Omani
Joint Stock Company (SAOG). It was further resolved that the transformation would be achieved through an
Initial Public Offering “IPO” at the Muscat Securities Market (the “MSM”). Accordingly, the Company
completed its IPO and its shares were listed for trading on the MSM on 23 August 2017.

2 Significant accounting policies

The principal accounting policies are summarised below. These policies have been consistently applied to
each of the years presented, unless otherwise stated.

2.1 Basis of preparation
(a) Statement of compliance

The financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards, applicable requirements of the Commercial Companies Law of 1974, as amended,
Insurance Companies Law 1979, as amended and the provisions for disclosure related to insurance
companies issued by Capital Market Authority, of the Sultanate of Oman.

(b) Basis of measurement

The financial statements are prepared on a historical cost basis except for available-for-sale financial assets,
which are measured at fair value.

(c) Functional and presentation currency

The financial statements are presented in Rial Omani (RO), which is the functional and presentation currency
of the Company.

(d) Use of estimates and judgments

The preparation of financial statements in conformity with I[FRSs requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the results
of which form basis of making judgment about carrying value of assets and liabilities, which are not readily
apparent from other sources. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimates are revised and in any future periods affected.

Information about significant areas of estimation uncertainty and critical judgments in applying accounting
policies that have the most significant effect on the amounts recognised in the financial statements is included
in note 14 — allowance for doubtful debts and note 19 — claims reported but unsettled, claims incurred but
not reported and unearned premiums.

297 New standards and interpretation not yet effective
The following new standards and amendments have been issued by the International Accounting Standards

Board (IASB) which may impact the financial statements of the Company but are not yet mandatory for the
year ended 31 December 2018:
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ANNUAL REPORT 2018

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.2 New standards and interpretation not yet effective (continued)

The following new standards and amendments have been issued by the International Accounting
Standards Board (IASB) which may impact the financial statements of the Company but are not yet
mandatory for the year ended 31 December 2018:

* [FRS 16 Leases

* [FRS 17 Insurance Contracts

» Amendments to [FRS 9: Prepayments features with negative compensation
* Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

* Amendments to IAS 19: Plan Amendment, Curtailment or Settlement

» Amendments to [AS 28: Long-term interests in associates and joint ventures
» Annual Improvements 2015-2017 Cycle (issued in December 2017)

* [FRS 3 Business Combinations

* [FRS 11 Joint Arrangements

* IAS 23 Borrowing Costs

* IAS 12 Income Taxes

Other IASB Standards and Interpretations that have been issued but are not yet mandatory, and have not
been early adopted by the Company, are not expected to have a material impact on the Company’s
financial statements.

e IFRS 9: Financial Instruments:
IFRS 9 is effective for annual periods beginning on or after 1 January 2018. The Company meets the
eligibility criteria for the temporary exemption from IFRS 9 and intends to defer the application of IFRS
9 until the effective date of the new insurance contracts standard (IFRS 17) of annual reporting periods
beginning on or after 1 January 2022, applying the temporary exemption from applying IFRS 9 as
introduced by the amendment, Amendments to IFRS 4 applying ‘IFRS 9 - Financial Instruments’ with
‘IFRS 4 — Insurance Contracts’.

The Company has not previously adopted IFRS 9, therefore, the Company has applied the temporary
exemption from IFRS 9 and continues to apply IAS 39 to its financial assets and liabilities in its reporting
period starting on 1 January 2018. During 2017, the Company had performed an assessment of the
amendments and reached the conclusion that its activities are predominantly connected with insurance.

* IFRS 16 Leases: The IASB issued IFRS 16 Leases (IFRS 16), which requires lessees to recognise assets
and liabilities for most leases. The standard includes two recognition exemptions for lessees — leases of
’low-value’ assets (e.g., personal computers) and short-term leases (i.e., leases with a lease term of 12
months or less). For lessors, there is little change to the existing accounting in IAS 17 Leases. The new
standard will be effective for annual periods beginning on or after 1 January 2019. The Company has
performed a detailed assessment to determine the extent of impact on its financial statements for the
annual periods beginning on or after 1 January 2019 and concluded that there would be no significant
impact due to the application of IFRS 16 as most of it’s leases are short term in nature and are not of
material amounts.

 IFRS 17 Insurance Contracts: In May 2017, the IASB issued IFRS 17 Insurance Contracts, a
comprehensive new accounting standard for insurance contracts covering recognition and measurement,
presentation and disclosure, which replaces IFRS 4 Insurance Contracts.

In contrast to the requirements in IFRS 4, which are largely based on grandfathering previous local
accounting policies for measurement purposes, IFRS 17 provides a comprehensive model (the general
model) for insurance contracts, supplemented by the variable fee approach for contracts with direct
participation features that are substantially investment-related service contracts, and the premium
allocation approach mainly for short-duration which typically applies to certain non-life insurance
contracts.
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VISION INSURANCE SAOG

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.2 New standards and interpretation not yet effective (continued)
IFRS 17 Insurance Contracts (continued):

IFRS 17 is effective for annual reporting periods beginning on or after 1 January 2022, with comparative
figures required. Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on
or before the date it first applies IFRS 17. Retrospective application is required. However, if full
retrospective application for a Company of insurance contracts is impracticable, then the entity is
required to choose either a modified retrospective approach or a fair value approach.

The Company plans to adopt the new standard on the required effective date together with IFRS 9 as
explained earlier.

The Company started a project to implement IFRS 17 and has been performing a high-level impact
assessment of [FRS 17. The Company expects that the new standard will result in an important change
to the accounting policies for insurance contract liabilities of the Company and is likely to have a
significant impact on profit and total equity together with presentation and disclosure.

2.2.1  New and amended standards adopted by the Company
* IFRS 15: Revenue from Contracts with Customers:

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising from
contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods or services to
a customer.

The new revenue standard will supersede all current revenue recognition requirements under IFRS.
Either a full retrospective application or a modified retrospective application is required for annual
periods beginning on or after 1 January 2018. Since insurance contracts are scoped out of [FRS 15, the
Company has applied IFRS 15 only on income from policy fees using the modified retrospective
application. The Company has estimated an impact of RO 232,654 towards policy administration
charges as of 1 January 2018 which has been shown as adjustment to the opening equity of the Company
as at 1 January 2018.

Impact of adopting IFRS 15

The impact of this change in accounting policy as at 1 January 2018 has been to decrease retained
earnings by RO 232,654 as follows:

Retained
earnings
RO
Closing balance as of 31 December 2017 1,425,514
Impact on recognition of deferred income from policy
fees:
Deferred income from policy fees under IFRS 15 (232,654)
Total transition adjustment on adoption of IFRS 15
as at 1 January 2018 (232,654)
Opening balance under as of 1 January 2018 1,192,860
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ANNUAL REPORT 2

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.3 Foreign currency transactions

Items included in the financial statements of the Company are measured and presented in Rial Omani being
the currency of the primary economic environment in which the Company operates.

Foreign currency transactions are translated into Rial Omani at the exchange rate prevailing on the
transaction date. Foreign currency assets and liabilities are translated into Rials Omani at the exchange rate
prevailing at the reporting date. Differences on exchange are dealt within the profit or loss as they arise.

Foreign currency differences arising on retranslation are recognised in profit or loss, except for differences
arising on the retranslation of available-for-sale equity instruments, which are recognised in other
comprehensive income. Non-monetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction.

2.4 Insurance contracts — classification
(a) Recognition and measurement
The Company issues short term insurance contracts that transfer insurance risk.

The short term insurance contracts include fire, marine, engineering, workmen compensation, aviation cover,
group life and group medical insurance.

Motor insurance in the Sultanate is governed by law and it is compulsory for all vehicles to have a minimum
third party cover. The Company also issues comprehensive motor policies. Such motor policies issued by
the Company cover damages to vehicle due to storm, tempest, flood, fire, theft and personal accident.
Specific motor policies are also issued to include coverage outside the Sultanate.

Short duration life insurance contracts protect the Company’s customers from the consequences of events
such as death or disability that would affect the ability of the customer or his/her dependents to maintain
their current level of income. Guaranteed benefits paid on occurrence of the specified insurance event are
either fixed or linked to the extent of the economic loss suffered by the policyholder. There are no maturity
or surrender benefits.

For all these contracts, premiums are recognised as revenue (earned premiums) proportionally over the period
of coverage. The portion of premium received on in-force contracts that relates to unexpired risks at the
reporting date is reported as the unearned premium liability. Premiums are shown before deduction of
commission.

Claim and loss adjustment expenses are charged to income as incurred based on the estimated liability for
compensation owed to contract holders or third parties damaged by the contract holders. These include direct
and indirect claims settlement costs and arise from events that have occurred up to the reporting date even if
they have not yet been reported to the Company. The Company does not discount its liabilities for unpaid
claims. Liabilities for unpaid claims are estimated using the input of assessments for individual cases reported
to the Company and statistical analysis for the claims incurred but not reported (“IBNR”) and to estimate the
expected ultimate cost of more complex claims that may be affected by external factors such as court
decisions.

In the case of other short term insurance policies, a provision is also calculated for the UPR using 1/365th
method. A contingency reserve is also established in accordance with the Insurance Companies Law of

Oman.

(b) Policy acquisition costs and commission income

Policy acquisition costs, which correspond to the proportion of gross premium written that is unearned at the
reporting date is deferred as deferred policy acquisition cost. Similarly commission income is recognised at
the time reinsurance policies are written.
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VISION INSURANCE SAOG

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.4 Insurance contracts — classification (continued)
(c) Liability adequacy test

At each reporting date, the Company assesses whether the recognised insurance liabilities are adequate using
current estimates of future cash flows under its insurance contracts. If that assessment shows that the carrying
amount of its insurance liabilities is inadequate in the light of estimated future cash flows, the entire
deficiency is immediately recognised in profit or loss and an unexpired risk provision created.

All outstanding claims including claims IBNR are treated as current and expected to be settled within twelve
months from the reporting date. The amount outstanding for each claim is reviewed on a regular basis and at
least quarterly and amount adjusted in the statement of profit or loss whenever considered necessary.

() Reinsurers contracts held

Contracts entered into by the Company with reinsurers under which the Company is compensated for losses
on one or more contracts issued by the Company and that meet the classification requirements for insurance
contracts are classified as reinsurers contracts held. Insurance contracts entered into by the Company under
which the contract holder is another insurer (inwards reinsurers) are included within insurance contracts.

The benefits to which the Company is entitled under its reinsurers contracts held are recognised as
reinsurance assets. These assets consist of short term balances due from reinsurers as well as the reinsurers
portion of gross claims outstanding including IBNR and unexpired risk reserve that are dependent on the
expected claims and benefits arising under the related reinsured insurance contracts. Amounts recoverable
from or due to reinsurers are measured consistently with the amounts associated with the reinsured insurance
contracts and in accordance with the terms of each reinsurers contract. Reinsurers liabilities are primarily
premiums payable for reinsurers contracts and are recognised as an expense when due, net of commission
income which represents income earned from reinsurance companies.

The Company assesses its reinsurance assets for impairment on a quarterly basis. If there is objective
evidence that the reinsurance asset is impaired, the Company reduces the carrying amount of the reinsurance
asset to its recoverable amount and recognises that impairment loss in the statement of profit or loss. The
Company gathers the objective evidence that a reinsurance asset is impaired using the same process adopted
for insurance and other receivables. The impairment loss is also calculated following the same method used
for these financial assets. These processes are described in Note 2.11.

(e) Claims and salvage and subrogation reimbursements

Claims consist of amounts payable to contract holders and third parties and related loss adjustment expenses,
net of salvage and other recoveries, and are charged to profit or loss as incurred.

Gross outstanding claims comprise the gross estimated cost of claims incurred but not settled at the reporting
date, whether reported or not. Provision for reported claims not paid as at the reporting date is made on the
basis of individual case estimates. In addition, a provision based on the Company’s prior experience is
maintained for the cost of settling claims incurred but not reported at the reporting date.

Any difference between the provisions at the reporting date and settlements and provisions in the following
year is included in the underwriting account for that year.

Some insurance contracts permit the Company to sell a (usually damaged) vehicle or a property acquired in
settling a claim (i.e. salvage). The Company may also have the right to pursue third parties for payment of
some or all costs (i.e. subrogation). Subrogation reimbursements are also considered as an allowance in the
measurement of the insurance liability for claims and are recognised in other assets when the liability is
settled. The allowance is the assessment of the amount that can reasonably be recovered from the action
against the liable third party.

Jodll o Wigiw
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ANNUAL REPORT 2

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.5 Dividend income

Dividend income from investments is recognised when the right to receive payment is established.
2.6 Interest income and expense

Interest income and expense are recognised on a time proportion basis using the effective interest rate
method.

2.7 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s financial
statements only in the period in which the dividends are approved by the Company’s shareholders.

2.8 Property, furniture and equipment

Property, furniture and equipment are stated at cost less accumulated depreciation and impairment losses.
Expenditure incurred to replace a component of an item of property, furniture and equipment that is
accounted for separately, including major inspection and overhaul expenditure, is capitalized. Subsequent
expenditure is capitalised only when it increases the future economic benefits embodied in the item of
property, furniture and equipment and can be measured reliably. All other expenditure is recognised in the
statement of profit or loss as an expense as incurred.

The cost of the property, furniture and equipment is written down to residual value in equal installments over
the estimated useful lives of the assets. The estimated useful lives are:

Furniture over 5 years
Other equipment over 4 years
Motor vehicles over 4 years
Computer items over 4 years
Computer software over 3 years

The assets’ residual values and useful lives are reviewed and adjusted, if appropriate, at each reporting date.

Where the carrying amount of an asset is greater than its estimated recoverable amount it is written down
immediately to its recoverable amount.

Gains and losses on disposals of fixed assets are determined by reference to their carrying amounts and are
taken into account in determining results from operations.

2.9 Financial instruments
(i) Classification

Financial instruments comprise cash and cash equivalents, available-for-sale financial assets, other
receivables, accounts payable and accruals.

The category of available-for-sale financial assets comprises investments designated as available-for-sale
upon initial recognition. These include financial assets that are not held for trading purposes and which may
be sold at any time. These are investments in equity instruments of various entities listed in Oman and other
middle east countries.

P
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VISION INSURANCE SAOG

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.9 Financial instruments (continued)
(ii) Recognition

The Company recognises financial assets and liabilities on the date it becomes a party to the contractual
provisions of the financial instrument.

A regular way purchase of financial assets is recognised using trade date accounting. From this date, gains
or losses arising from changes in fair value of financial assets or financial liabilities are recorded.

(iii) Measurement

Available-for-sale financial assets

Available-for-sale financial assets are measured initially at transaction price plus transaction costs that are
incurred and directly attributable to acquisition or issue of the financial assets. Subsequent to initial
recognition, these financial assets are measured at fair value with changes in their fair value, other than
impairment losses, recognised as other comprehensive income presented within equity in fair valuation
reserve. When an investment is derecognized, the cumulative gain or loss in other comprehensive income is
transferred to profit or loss.

Other financial assets

Other financial assets are measured initially at fair value plus transaction costs that are directly attributable
to the acquisition of these other financial assets. Subsequent to initial recognition, financial assets are carried
at amortised cost using the effective interest rate method, less impairment losses, if any.

Other financial liabilities
Other financial liabilities are measured at amortized cost using effective interest rate.

(iv) Fair value measurement principles

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

« In the principal market for the asset or liability, or
« In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:
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ANNUAL REPORT 2018

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.9 Financial instruments (continued)
(iv) Fair value measurement principles (continued)

e Level | — Quoted (unadjusted) market prices in active markets.

* Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

* Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of
each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the
basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy
as explained above.

The fair value of financial instruments that are traded in active markets at each reporting date is determined
by reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for

short positions), without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using appropriate
valuation techniques. Such techniques include discounted cash flow analysis or other valuation models.

) Derecognition
The Company derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire or it transfers the financial asset and the transfer qualifies for derecognition in accordance with

International Accounting Standard 39: ‘Financial Instruments: Recognition and Measurement’.

When an available-for-sale investments is derecognised, the cumulative gain or loss in other comprehensive
income is transferred to the statement of profit or loss.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or
expires.

(vi) Financial instruments by category

The accounting policies for financial instruments have been applied to the line items below:

31 December 2018 Available for
Amortised sale

cost investments Total

RO RO RO
Assets
Available-for-sale investments = 6,488,486 6,488,486
Deposits 14,519,142 - 14,519,142
Reinsurance assets 27,223,214 - 27,223,214
Insurance and other receivables 8,014,411 - 8,014,411
Bank balances and cash 4,971,016 - 4,971,016
Total 54,727,783 6,488,486 61,216,269

P
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VISION INSURANCE SAOG

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.9 Financial instruments (continued)
(vi) Financial instruments by category (continued)
31 December 2017 Available for
Amortised sale
Cost investments
Total
RO RO RO
Assets
Available-for-sale investments = 5,415,785 5,415,785
Reinsurance assets 14,160,103 - 14,160,103
Deposits 13,495,101 = 13,495,101
Insurance and other receivables 5,356,255 = 5,356,255
Bank balances and cash 4,794,183 = 4,794,183
Total 37,805,642 5,415,785 43,221,427

2.10 Impairment
(i) Financial assets (including receivables)

Financial assets that are stated at cost or amortised cost are reviewed at each reporting date to determine
whether there is any objective evidence of impairment. A financial asset is impaired if objective evidence
indicates that a loss event has occurred after initial recognition of the asset, and that the loss event had a
negative effect on the estimated future cash flows of that asset that can be estimated reliably. If any such
indication exists, an impairment loss is recognised in the statement of profit or loss as the difference between
the asset’s carrying amount and the present value of estimated future cash flow discounted at the financial
asset’s original effective interest rate.

If in the subsequent period, the amount of an impairment loss recognised on financial assets carried at
amortised cost decreases and the decrease can be linked objectively to an event occurring after the
impairment loss was recognised, the impairment loss is reversed through the statement of profit or loss.

Impairment losses on available for sale investment securities are recognised by transferring the cumulative
loss that has been recognised in other comprehensive income, and presented in the fair value reserve in
equity, to statement of profit or loss. The cumulative loss that is removed from other comprehensive income
and recognised in statement of profit or loss is the difference between the acquisition costs, net of any
principal repayment and amortization, and the current fair value, less any impairment loss previously
recognised in statement of profit or loss.

Impairment losses on equity instruments recognised in the profit or loss are not reversed through separate
profit or loss. If, in a subsequent period, the fair value of a debt instrument classified as available-for-sale
increases and the increase can be objectively related to an event occurring after the impairment loss was
recognised in profit or loss, the impairment loss is reversed through the profit or loss.
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ANNUAL REPORT 2

Notes to the financial statements
(forming part of these financial statements)

2 Significant accounting policies (continued)
2.10 Impairment (continued)
(ii) Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax assets, are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication exists,
then the asset’s recoverable amount is estimated and impairment loss is recorded. An impairment loss is
reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment
loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

2.11 Insurance and other receivables

Insurance and other receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. A provision for impairment of
receivables is established when there is objective evidence that the Company will not be able to collect all
amounts due according to the original terms of receivables. Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or financial restructuring and default or delinquency in
payments are considered indicators that the receivable is impaired. The amount of the provision is the
difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the effective interest rate. The amount of the provision is recognised in the statement of profit
or loss within “General and administration expenses”.

When a receivable is known to be uncollectible, all the necessary legal procedures have been completed, and
the final loss has been determined, the receivable is written off against the related provision for impairment.

Subsequent recoveries of amounts previously written off are credited to the statement of profit or loss in the
year of the recovery.

2.12 Cash and cash equivalents

For the purpose of the statement of cash flows, deposits with a maturity of less than three months from the
date of placement and all cash and bank balances are considered to be cash equivalents.

2.13 Employee benefits

Contributions to a defined contribution retirement plan, for Omani employees in accordance with the Oman
Social Insurance Scheme, are recognized as expense in the statement of profit or loss as incurred.

The Company's obligation in respect of non-Omani terminal benefits, which is an unfunded defined benefit
retirement plan, is the amount of future benefit that such employees have earned in return for their services
in the current period.

2.14 Trade and other payables

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.

Liabilities are recognised for amounts to be paid for goods and services received, whether or not billed to the
Company.
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2 Significant accounting policies (continued)
2.15 Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Current tax is recognized in
the statement of profit or loss and is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantively enacted at the reporting date, and any adjustments to tax payable in respect of
previous years. Income tax is recognised in the profit or loss except to the extent that it relates to items
recognised directly in equity, in which case it is recognised in equity.

Deferred tax is calculated in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Temporary differences
relating to the initial recognition of assets or liabilities that affect neither accounting nor taxable profit are
not provided for. The amount of deferred tax provided is based on the expected manner of realization or
settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at
the reporting date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilised and it is subsequently reduced to the extent that it is no
longer probable that the related tax benefit will be realised.

2.16 Computation of Directors’ remuneration

The board of directors’ remuneration is accrued within the limits specified by the Capital Market Authority
and the requirements of the Commercial Companies Law of the Sultanate of Oman.

2.17 Earnings per share

The Company presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average
number of ordinary shares outstanding during the period.

2.18 Operating segment

An operating segment is a component of the Company that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
Company’s other components. All operating segments results are reviewed regularly by the CEO to make
decisions about resources to be allocated to the segment and assess its performance.

2.19 Investments fair value reserve

This represents the unrealised gain or loss on year-end fair valuation of available-for-sale investments. In the
event of sale or impairment, the cumulative gains or losses recognised under investment fair value reserve
are included in the net profit or loss for the year.

2.20 Provisions

Provisions are recognised in the statement of financial position when the Company has a legal or constructive
obligation as a result of a past event, and it is probable that an outflow of economic benefits will be required
to settle the obligation.

2.21 Dividend on ordinary shares

Dividends on ordinary shares are recognised as a liability and deducted from equity when they are approved
by the Company’s shareholders. Interim dividends are deducted from equity when they are approved.

Dividends for the year that are approved after the reporting date are dealt with as an event after the reporting
date.
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3 Critical accounting estimates and judgments in applying accounting policies

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates
may, by definition, vary from the related actual results. Estimates are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are
discussed in the following paragraphs.

3.1 The liability arising from claims made under insurance contracts

The intent of insurance contracts entered into by the Company is to pay claims arising out of fortuitous events
i.e. events that are unexpected. The Company has a concentration in Motor policies issued and claims under
such policies may include amounts for third party bodily injury. The Company believes that the liability
arising out of such third party bodily injury claims as handed down by the various courts in Oman cannot be
precisely estimated. Nevertheless, the Company monitors the development of compensation claims carefully
year on year and makes adequate provision for these insurance liabilities.

In the case of non-motor general insurance policies issued, although considering that the Sultanate of Oman
is relatively free of major natural catastrophe events such as earthquakes, the risk through major storm,
tempest and flood scenarios does exist. The Company’s portfolio is diversified in terms of the regional
distribution of risks within Oman. The loss estimation where such events do occur is usually based on
external independent surveyors’ reports obtained progressively. The non-motor general insurance is
predominantly ceded out and the risk retention is very low. In addition to the existing reinsurers
arrangements, the Company has taken additional catastrophic cover. With regard to group life and group
medical, the Company is managing its risk by adequately ceding it.

In particular, estimates have to be made both for the expected ultimate cost of claims reported at the reporting
date and for the expected ultimate cost of claims incurred but not yet reported (IBNR) at the reporting date.
The management uses the initial value of the claim provided for the expected ultimate cost of claims reported
at the reporting date. However, for the IBNR the Company is relying on an independent actuary to perform
reserve review for the IBNR based on historical data of claims and premium development. The primary
technique adopted by management in estimating the cost of notified and IBNR claims, is that of using past
claim settlement trends to predict future claims settlement trends. At each reporting date, prior year claims
estimates are reassessed for adequacy and changes are made to the provision. General insurance claims
provisions are not discounted for the time value of money.

3.2 Impairment of available-for-sale equity investments

The Company determines that available-for-sale equity investments are impaired when there has been a
significant or prolonged decline in the fair value below its cost or objective evidence of impairment exists.
This determination of what is considered to be significant or prolonged requires judgement. In applying
judgement, the Company evaluates among other factors, the volatility in share price. Objective evidence of
impairment may be due to deterioration in the financial health of the investee, industry and sector
performance.
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3. Critical accounting estimates and judgments in applying accounting policies (continued)

3.3 Taxes

Uncertainties exist with respect to the interpretation of tax regulations and the amount and timing of future
taxable income. Given the wide range of business relationships and nature of existing contractual agreements,
differences arising between the actual results and the assumptions made, or future changes to such
assumptions, could necessitate future adjustments to tax income and expense already recorded. The
Company establishes provisions, based on reasonable estimates, for possible consequences of finalisation of
tax assessments of the Company. The amount of such provisions is based on various factors, such as
experience of previous tax assessments and differing interpretations of tax regulations by the taxable entity
and the responsible tax authority.

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit
will be available against which the losses can be utilised. Significant management judgment is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and level of
future taxable profits together with future tax planning strategies.

3.4 Unearned premium reserve

The provision for unearned premiums reperesents that portion of premiums received or receivable, after
deduction of the reinsurance share, which relates to risks that have not yet expired at the reporting date. The
provision is recognised when contracts are entered into and premiums are charged, and is brought to account
as premium income over the term of the contract in accordance with the nature and type of reinsurance
contract written by the company.

Reinsurance contract liabilities are derecognised with the contract expires, discharged or cancelled by any
party to the insurance contract.

3.5 Impairment of insurance and other receivables

An estimate of the collectible amount of insurance and other receivables is made when collection of the full
amount is no longer probable. This determination of whether these insurance and other receivables are
impaired entails the company evaluating, the credit and liquidity position of the policy holders and the
insurance companies, historical recovery rates including detailed investigations carried out as at reporting
date and feedback received from their legal department. The difference between the estimated collectible
amount and the book amount is recognised as an expense in the statement of comprehensive income. Any
differences between the amounts actually collected in the future periods and the amounts expected will be
recognised in the statement of comprehensive income at the time of collection.

4 Insurance premium revenue

2018 2017
RO RO

Gross premium revenue earned from insurance contracts issued:
Gross insurance premium written 27,481,589 26,004,492
Change in UPR (unexpired risk reserve) 2,269,968 (2,427,997)
Total gross premium earned 29,751,557 23,576,495
Reinsurer’s share of insurance premium (18,550,689) (17,986,258)
Reinsurer’s share of change in UPR (2,090,196) 1,153,403
Total premium ceded (20,640,885) (16,832,855)
Total net premium earned 9,110,672 6,743,640
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5

Insurance claims and loss adjustment expenses

31 December 2018

Claims and loss adjustment expenses paid
Increase in outstanding claims
Total insurance claims and loss adjustment expenses

31 December 2017

Claims and loss adjustment expenses paid
Increase in outstanding claims
Total insurance claims and loss adjustment expenses

Underwriting results

Insurance premium revenue earned
Insurance premium ceded to reinsurers
Net insurance premium revenue earned
Gross claims incurred

Reinsurer’s share of the claims incurred

Net income from the acquisition of insurance contracts

Reinsurers’
Gross share Net share
RO RO RO
17,848,511 (12,694,011) 5,154,500
16,262,914 (15,153,307) 1,109,607
34,111,425 (27,847,318) 6,264,107
10,573,253 (6,255,240) 4,318,013
676,039 (479,962) 196,077
11,249,292 (6,735,202) 4,514,090
2018 2017
RO RO
29,751,557 23,576,495
(20,640,885) (16,832,855)
9,110,672 6,743,640
(34,111,425) (11,249,292)
27,847,318 6,735,202
1,568,368 1,591,521
4,414,933 3,821,071

The underwriting results before reinsurance recoveries can be analyzed as follows:

Underwriting result before
reinsurance recoveries

Net retained premium

2018 2017 2018 2017
RO RO RO RO

General insurance
Motor 1,568,059 1,795,010 7,931,682 7,388,902
Fire 274,609 (1,249,630) 13,641 15,490
Marine (11,289,199) 246,996 6,998 22,723
Household and other (10,017,281) 292,000 409,306 334,796
Total (19,463,812) 1,084,376 8,361,627 7,761,911
Group life insurance (3,968,571) (3,998,507) 569,274 256,324

Years Of Exceller
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7 Investment income, net
2018 2017
RO RO
(Loss)/profit on sale of available for sale investments (339,095) 252,645
Dividend income 149,864 147,098
Interest income 761,211 514,613
Impairment of available for sale investments (128,995) (161,875)
442,985 752,481
7a Other operating income
2018 2017
RO RO
Policy transfer fees 136,399 80,310
Stale cheque written back 55,256 23,946
Profit on sale of vehicles - 1,274
Other receipts 89,114 44,064
280,769 149,594
8 General and administration expenses
2018 2017
RO RO
Salaries and employee related costs 2,287,840 1,778,794
Office related expenses 513,159 327,518
Depreciation (note 10) 179,061 145,948
Proposed directors’ remuneration and sitting fees paid 50,000 50,000
Repairs and maintenance 21,087 5,582
Rent 151,097 130,289
Business promotion 25,523 41,651
Provision for doubtful insurance receivables (note 14) 64,054 89,369
3,291,821 2,569,151

Salaries and employee related costs included in general and administration expenses are as follows:

2018 2017

RO RO

Salaries and allowances 2,118,343 1,628,864
End of service benefits (note 20) 57,265 70,564
Social security costs 112,232 79,366
2,287,840 1,778,794
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9 Segment information

The Company has the following operating segments:

General Insurance: General Insurance business includes insurance of motor, property, marine cargo and hull,
general accidents.

Life Insurance: Life Insurance business includes short term yearly renewable group life business and Group
Medical Business.

General Life

for the year ended 31 December 2018 insurance insurance Total

RO RO RO
Insurance premium revenue 17,857,203 9,624,386 27,481,589
Insurance premium ceded to reinsurers — net of UPR (9,291,103) (9,079,814) (18,370,917)
Net insurance premium revenue 8,566,100 544,572 9,110,672
Insurance claims and loss adjustment expenses (29,369,367) (4,742,058) (34,111,425)
Insurance claims and loss adjustment expenses
recovered from reinsurers 23,490,027 4,357,291 27,847,318
Net income from the acquisition of insurance contracts 1,339,454 228,914 1,568,368
Underwriting profit 4,026,214 388,719 4,414,933
Investment and other income 723,754
General and administration expenses — unallocated (3,291,821)
Profit before taxation 1,846,866
Segment assets 56,425,341 5,155,688 61,581,029
Segment liabilities 43,122,947 4,474,958 47,597,905
Capital expenditure 219,356 219,356
Depreciation 179,061 179,061

General Life

for the year ended 31 December 2017 insurance insurance Total

RO RO RO
Insurance premium revenue 17,421,929 8,582,563 26,004,492
Insurance premium ceded to reinsurers — net of UPR (11,009,161) (8,251,691) (19,260,852)
Net insurance premium revenue 6,412,768 330,872 6,743,640
Insurance claims and loss adjustment expenses (6,691,185) (4,558,107) (11,249,292)
Insurance claims and loss adjustment expenses recovered
from reinsurers 2,505,690 4,229,512 6,735,202
Net income from the acquisition of insurance contracts 1,362,793 228,728 1,591,521
Underwriting profit 3,590,066 231,005 3,821,071
Investment and other income 902,075
General and administration expenses — unallocated (2,569,151)
Profit before taxation - - 2,153,995
Segment assets 40,403,788 3,142,104 43,545,892
Segment liabilities 26,964,337 2,653,977 29,618,314
Capital expenditure 209,929 209,929

h Depreciation 145,948 145,948
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10 Property, furniture and equipment
Furniture
Computer Computer and office
software hardware equipment Vehicles Total
RO RO RO RO RO
Cost 232,405 139,952 512,519 125,982 1,010,858
At 1 January 2018
Additions 115,555 61,318 42,483 - 219,356
At 31 December 2018 347,960 201,270 555,002 125,982 1,230,214
Depreciation
At 1 January 2018 140,778 93,908 378,963 72,744 686,393
Charge for the year 74,785 32,355 44,759 27,162 179,061
At 31 December 2018 215,563 126,263 423,722 99,906 865,454
Net book values:
At 31 December 2018 132,397 75,007 131,280 26,076 364,760
Furniture
Computer Computer and office
software hardware equipment Vehicles Total
RO RO RO RO RO
Cost
At 1 January 2017 171,784 165,901 496,978 103,350 938,013
Additions 91,747 16,559 72,891 28,732 209,929
Disposals (31,126) (42,508) (57,350) (6,100) (137,084)
At 31 December 2017 232,405 139,952 512,519 125,982 1,010,858
Depreciation
At 1 January 2017 137,838 112,083 374,206 53,402 677,529
Charge for the year 34,066 24,333 62,107 25,442 145,948
Disposals (31,126) (42,508) (57,350) (6,100) (137,084)
At 31 December 2017 140,778 93,908 378,963 72,744 686,393
Net book values:
At 31 December 2017 91,627 46,044 133,556 53,238 324,465
11 Available-for-sale investments
a) The movement in the year is analysed as below:
2018 2017
RO RO
At 1 January 5,415,785 5,076,845
Purchases 2,727,874 2,801,888
Fair value change (taken to equity) 109,005 (413,531)
Impairment of available-for-sale investments (128,995) (161,875)
Disposals (1,635,183) (1,887,542)

At 31 December 6,488,486 5,415,785
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11 Available-for-sale investments (continued)
b) Available-for-sale investments can be analyzed as follows:
Fair value Cost Fair value Cost
2018 2018 2017 2017
RO RO RO RO
Overseas — Quoted 2,038,064 1,992,606 1,524,096 1,458,037
Local — Quoted 4,450,422 4,282,219 3,891,689 4,175,254
6,448,486 6,274,825 5,415,785 5,633,291
c) Details of the Company’s available-for-sale investments for which the Company’s holding exceeds 10% of

the fair value of its investment portfolio are:

31 December 2018

Number of Fair value Cost
Holding % securities RO RO
Local quoted securities:
Oman Govt Development
Bond 53rd issue 16% 10,000 1,000,000 1,000,000
31 December 2017
Number of Fair value Cost
Holding % securities RO RO
Local quoted securities:
Oman Govt Development Bond
53rd issue 18% 10,000 1,000,000 1,000,000
12 Deposits
(a) Deposits are placed with commercial banks in the Sultana te of Oman and overseas. Deposits carry

interest rates of between 2.00% to 5.10% per annum (2017: between 1.75% - 5.10% per annum) and are
denominated in Rial Omani.

(b) In accordance with the law governing the operations of insurance companies within the Sultanate of Oman,
the Company has identified to the Capital Market Authority (Insurance division) certain specific bank
deposits included in the statement of financial position at carrying amount of RO 6.50 Million (2017:RO
3.85 Million). Under the terms of the legislation, the Company can only utilise these assets with the prior
approval of the Capital Market Authority (Insurance division).

(©) The Company has kept a security deposit of RO 50,000, which is under lien with Omani Unified Bureau for
Orange Card Company SAOG in the Sultanate of Oman, as a cover for settlement of motor claims arising

outside Oman under the Orange Card arrangement for cross border claims.

(d) The maturity profile of the deposits is as follows:

2018 2017
RO RO

Within three months from the date of placement — included in cash
and cash equivalents (note 23) - -
Between 3 months to five years 14,519,142 13,495,101
14,519,142 13,495,101
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13 Taxation
a) Component of income tax expense
2018 2017
RO RO
Current tax 267,670 302,559
Previous year tax - 29,465
Total tax 267,670 332,024
b) Reconciliation of tax expense

The Company provides for taxation in accordance with the income tax laws of the Sultanate of Oman at the
rate of 15% (2017: 15%) of taxable profits as per tax law. For the purpose of determining the tax expense for
the year, the accounting profit has been adjusted for tax purposes. Adjustments for tax purposes include items
relating to both income and expense. The following is a reconciliation of income taxes calculated on
accounting profit at the applicable tax rates with the income tax expense for the year:

Accounting profit before income tax 1,846,867 2,153,995
Income tax expense computed at applicable tax rates 277,030 323,099
Prior Period Tax related to IFRS -15 disclosure (34,898) -
Non-deductible expenses 21,044 113
Tax exempt revenues (7,283) (42,207)
Timing difference arising on depreciation and provisions 11,777 21,554

267,670 302,559

c) Deferred tax

Details of deferred tax assets (liability) not recognised is

as follows: 2018 2017

RO RO

Property, furniture and equipment (3,889) (6,055)

Provision for doubtful debts 37,530 29,381
Deferred tax on unrealised losses on foreign available

for sale investments recorded in equity (6,819) (9.909)

Deferred tax asset (liability) 26,822 23,316

Deferred tax asset has not been recognised as of 31 December 2018 as a matter of prudence as management
is of the view that insurance operations by their inherent nature are exposed to unknown variables that have
a bearing on the management’s ability to determine with certainty, whether it is probable that sufficient future
taxable income will arise to derive the benefits therefrom prior to their expiry.

d) Status of previous years returns

The tax returns of the Company for the years 2013 to 2017 have not yet been agreed with the Secretariat
General for Taxation at the Ministry of Finance. The Board of Directors are of the opinion that additional
taxes, if any, related to the open tax years would not be significant to the Company's financial position as at
31 December 2018.
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14

Insurance and other receivables

Insurance and other receivables comprise the following:

Insurance and other receivables

Due from reinsurers

Less: provision for impairment
Insurance and other receivables (net)
Accrued interest

Prepayments and other receivables
Deferred acquisition costs

The movement in provision for impairment during the year was as follows:

1 January

Provided during the year
Write off

31 December

2018 2017
RO RO
5,265,469 4,853,440
2,351,517 236,107
(250,202) (195,874)
7,366,784 4,893,673
358,834 207,724
185,409 180,494
103,384 74,364
8,014,411 5,356,255
2018 2017

RO RO
195,874 106,505
64,056 89,369
(9,728) -
250,202 195,874

As at year-end, the details of non-impaired insurance receivables and receivables from reinsurers are set out

below:

Neither past due nor impaired
Past due and not impaired
Past due and impaired

2018 2017

RO RO
7,063,383 4,345,062
375,181 548,611
250,202 195,874
7,688,766 5,089,547
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15 Share capital

2018 2017

RO RO

Authorised (ordinary shares of RO 100 baiza each) 15,000,000 15,000,000
Issued and fully paid (ordinary shares of RO 100 baiza each) 10,000,000 10,000,000

The issued and fully paid-up share capital is RO 10,000,000 comprising 100,000,000 shares of RO 100 baiza
each (2017: 100,000,000 shares 100 Baiza each). In March 2017, the shareholders approved a bonus issue
of 9% to increase the issued share capital of the Company to RO 5,995,000.

Shareholders of the Company who own 10% or more of the shares, whether in their name, or through family
members and companies, are as follows:

31 December 2018 31 December 2017
Percentage Number of Percentage Number of
of holding shares of holding Shares
Vision Investment Services Co SAOG 22.78% 22,783,670 22.78% 22,783,670
Al Wathba National Insurance Co, UAE 17.53% 17,525,900 17.53% 17,525,900

16 Legal reserve

In accordance with the Commercial Companies Law of Oman 1974, as amended, annual appropriations of
10% of the profit for the year are made to the legal reserve until the accumulated balance of the reserve is
equal to one third of the value of the Company’s paid up share capital. This reserve is not available for
distribution.

17 Contingency reserves

In accordance with the Insurance Companies Law of Oman, contingency reserves are established in respect
of general and life insurance business. These reserves are not distributable.

An amount equivalent to 10% of the net outstanding claims in respect of general insurance business at the
reporting date and 1% of the life insurance premiums for the year in case of life insurance business is
appropriated to this reserve until the reserve equals the paid up capital of the Company. As per the insurance
regulations, the Company has made a transfer to a contingency reserve of RO 389,577 for the year 2018
(2017: RO 272,700).

18 Proposed dividend
For 2018, the Board of Directors proposed a cash dividend of 7.50 % on the paid up capital of the Company

as at 31 December 2018, (2017- cash dividend of 14% on paid up capital), aggregating to RO 750,000 (2017
- RO 1,400,000). This payment will be subject to approval by shareholders in the Annual General Meeting.
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19 Insurance liabilities and reinsurance assets
2018 2017
RO RO

Gross
Current
Short term insurance contracts:
- Outstanding claims reported and loss adjustment expenses including IBNR 22,430,912 6,167,998
- Provision for UPR* 12,026,272 14,063,586
Total insurance liabilities — Gross 34,457,184 20,231,584
Recoverable from reinsurers
Current
Short term insurance contracts:
- Outstanding claims reported and loss adjustment expenses including IBNR 19,396,017 4,242,710
- Provision for UPR 7,827,197 9,917,393
Total insurance assets — Gross 27,223,214 14,160,103
Net
Short term insurance contracts:
- Outstanding claims reported and loss adjustment expenses including IBNR 3,034,895 1,925,288
- Provision for UPR 4,199,075 4,146,193
Total insurance assets — Net 7,233,970 6,071,481

* Gross change in UPR includes RO 232,654 pertaining to policy fees released during the year on account of
IFRS 15 adjustment.

(a) The movements in insurance liabilities and assets are set out below:
2018 2017
Gross Reinsurers Net Gross Reinsurers Net
RO RO RO RO RO RO

Opening insurance

liabilities 6,167,998 4,242,710 1,925,288 5,491,959 3,762,748 1,729,211
Opening UPR 14,063,586 9,917,393 4,146,193 11,635,589 8,763,990 2,871,599
IFRS 15 transition

adjustment (note 2.2.1) 232,654 - 232,654 - - -
Increase in outstanding

claims 16,262,914 15,153,307 1,109,607 676,039 479,962 196,077
Increase in UPR (2,269,968)  (2,090,196) (179,772) 2,427,997 1,153,403 1,274,594
Closing insurance

liabilities 34,457,184 27,223,214 7,233,970 20,231,584 14,160,103 6,071,481

(b) The gross claims reported, the loss adjustment expenses liabilities and the liability for claims incurred but

not reported are net of expected recoveries from salvage and subrogation. The amounts for salvage and
subrogation at the end of 2018 and 2017 are not material.
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20 Employees’ end of service benefits
2018 2017
RO RO
At 1 January 241,971 188,890
Charge for the year 57,265 70,564
Payments (13,398) (17,483)
At 31 December 285,838 241,971
21 Trade and other liabilities
2018 2017
RO RO
Accounts payable 5,075,645 1,527,079
Due to reinsurers 5,966,353 5,853,367
Deposits retained on ceded reinsurers business 601,846 659,228
Proposed directors’ remuneration 20,150 27,957
Other payable 892,126 743,478
Income tax payable 298,762 333,650
12,854,882 9,144,759
22 Cash generated from operations

The reconciliation of the profit for the period to cash generated from operations is shown below:

2018 2017
Note RO RO
Profit before taxation 1,846,866 2,153,995
Adjustments for:
UPR release / charge (net) (179,772) 1,274,594
Depreciation 10 179,061 145,948
(Profit)/loss on sale of investments 7 339,095 (252,645)
Impairment of available-for-sale investments 128,995 161,875
Profit on sale of furniture and equipment 0 (1,274)
Provision for impairment of receivables 64,056 89,369
Dividend income 7 (149,864) (147,098)
Interest income 7 (761,211) (514,613)
End of service benefit expense 20 57,265 70,564
Liabilities no longer required written back (55,257) (23,946)
Operating profit before working capital changes 1,469,234 2,956,769
Premiums and other receivables (593,702) 327,537
Accounts and other payables 1,369,198 2,332,990
Insurance funds 1,109,606 196,077
Cash flow from operations 3,354,336 5,813,373
Payment of end of service benefits 20 (13,398) (17,483)

Net cash flow from operating activities 3,340,938 5,795,890
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23 Cash and cash equivalents
2018 2017
RO RO
Cash and bank balances 4,971,016 4,794,183
4,971,016 4,794,183
24 Related party transactions
(a) Transactions

The Company has entered into transactions with entities and shareholders who have significant influence
over the Company and have holdings of 10% or more interest in the Company’s capital (“significant
shareholders™) and with entities related to these significant shareholders or directors (“entity related to a
significant shareholder”). The Company also enters into transactions in the normal course of business with
customers, agents and suppliers in which other directors and significant shareholders of the Company are
interested (“other related parties”). In the ordinary course of business, such related parties provide goods and
render services to the Company. The Company also underwrites insurance risks for such related parties. A
related parity manages the Company’s investment portfolio. The terms and conditions of related party
transactions are mutually agreed. During the year, the following transactions were carried out with related
parties:

Revenue from insurance policies underwritten and garage services

2018 2017
RO RO
Premiums written:
- entity related to a significant shareholder 26,196 29,099
- other related parties 9,517 63,188
Claims paid in respect of insurance policies underwritten
- entity related to a significant shareholder 13,758 18,686
- other related parties 79,192 71,789
Purchase of goods and services
(major shareholders)
Purchase of shares and mutual funds through
significant shareholder 1,652,836 1,275,716
Sale of shares and mutual funds through
significant shareholder 1,309,517 1,653,910
Rental payment 48,520 39,240
Brokerage for transactions in share 10,391 18,376
Portfolio charges 14,244 13,484
Remuneration to directors
Proposed directors’ remuneration
20,150 26,800
Sitting Fees 29,850 23,200
Total 50,000 50,000
(b) Key management compensation
Salaries and Short term employment
benefits 410,492 342,755
Social security costs 7,590 7,791
End of service benefits 12,767 34,251
430,849 384,797
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24 Related party transactions (continued)
(c) Receivable from related parties
2018 2017
RO RO
- entity related to a significant shareholder 30,721 5,309
- other related parties - 21,242
30,721 26,551
Balances due from related parties are interest-free and repayable on demand.
(d) Payable to related parties
- entity related to a significant shareholder - -
- proposed directors’ remuneration 20,150 26,800
20,150 26,800
25 Risk management
a) Governance framework

The primary objective of the Company’s risk and financial management framework is to protect the
Company’s shareholders from events that hinder the sustainable achievement of the set financial performance
objectives. Key management recognises the critical importance of having efficient and effective risk
management systems in place.

The Company has established a risk management policy and a compliance function. This is supplemented
with a clear organizational structure with documented delegated authorities and responsibilities from the
board of directors to executive management committees and senior managers. A risk management policy
framework which sets out the risk profiles for the Company, risk management, control and business conduct
standards for the Company’s operations has been put in place.

b) Capital management framework

The Company has an internal risk management framework for identifying risks to which each of its business
units and the Company as a whole are exposed, quantifying their impact on economic capital. The internal
framework estimates indicate how much capital is needed to mitigate the risk of insolvency to a selected
remote level of risk applied to a number of tests (both financial and non-financial) on the capital position of
the business.

c) Regulatory framework

Regulators are primarily interested in protecting the rights of the policyholders and monitor them closely to
ensure that the Company is satisfactorily managing affairs for their benefit. At the same time, the regulators
are also interested in ensuring that the Company maintains an appropriate solvency position to meet
unforeseen liabilities arising from economic shocks or natural disasters.

The operations of the Company are also subject to regulatory requirement as imposed by CMA. Such
regulations not only prescribe approval and monitoring of activities, but also impose certain restrictive
provisions (e.g. solvency margin) to minimise the risk of default and insolvency on the part of the insurance
companies to meet unforeseen liabilities as these arise. The Company maintains a solvency surplus position
as of 31 December 2018.
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25 Risk management (continued)
d) Asset liability management (“ALM”) framework

Financial risks arise from open positions in interest rate, currency and equity products, all of which are
exposed to general and specific market movements. The main risk that the Company faces due to the nature
of its investments and liabilities is interest rate risk. The Company manages these positions within an ALM
framework that has been developed to achieve long term investment returns in excess of its obligations under
insurance and investment contracts.

The Company’s ALM is also integrated with the management of the financial risks associated with the
Company’s other financial assets and liabilities not directly associated with insurance and investment
liabilities. The Company’s ALM also forms an integral part of the insurance risk management policy, to
ensure in each period sufficient cash flow is available to meet liabilities arising from insurance and
investment contracts.

25.1 Insurance risk

The risk under any insurance contract is the possibility that the insured event occurs and the uncertainty of
the amount of the resulting claim. By the nature of an insurance contract, this risk is random and therefore
unpredictable. For a portfolio of insurance contracts where the theory of probability is applied to pricing and
provisioning, the principal risk that the company faces under its insurance contracts is that the actual claims
and benefit payments may exceed the carrying amount of the insurance liabilities. This could occur because
of the frequency or severity of claims and benefits are greater than estimated. Insurance events are random
and the actual number and amount of claims and benefits will vary from year to year from the estimate
established using statistical techniques.

The Company’s objectives in managing risks are: to take a conservative approach to underwriting, which
means review of all aspects about a risk prior to acceptance; retaining experienced and knowledgeable
underwriters; and having underwriting authorities in place. The Company ensures that risks are mitigated
with first class reinsurers security, pre-underwriting surveys and claims history reviews. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year are discussed in note 3.

The Company is liable for all insured events that occur during the term of the contract, in accordance with
the terms of contract. As a result, liability claims are settled over a long period of time and an element of
claims provision relates to IBNR. There are several variables that affect the amount and timing of cash flows
especially from motor insurance contracts. These mainly relate to the inherent risks of the business activities
carried out by individual contract holders and the risk management procedures they have adopted.

The Company’s net account in terms of aggregate risk retention is protected with risk plus catastrophe excess
of loss reinsurance per class of business written.

The Company, in the normal course of business, in order to minimize financial exposure arising from large
claims, enters into contracts with other parties for reinsurance purposes. Such reinsurance arrangements
provide for greater diversification of business, allow management to control exposure to potential losses
arising from large risks, and provide additional capacity for growth. A significant portion of the reinsurance
is effected under treaty, facultative and excess-of-loss reinsurance contracts.

Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims
provision and are in accordance with the reinsurance contracts.

To minimize its exposure to significant losses from reinsurer insolvencies, the Company evaluates the

financial condition of its reinsures and monitors concentrations of credit risk arising from similar geographic
regions, activities or economic characteristics of the reinsurers.
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25 Risk management (continued)
25.1 Insurance risk (continued)

The Company only deals with reinsures approved by the management, which are generally international
securities that are rated by international rating agencies. The panel of proportional and non-proportional
treaty reinsurers are reviewed and approved by the Board of Directors.

Although the Company has reinsurance arrangements, it is not relieved of its direct obligations to its
policyholders and thus a credit exposure exists with respect to ceded insurance, to the extent that any reinsurer
is unable to meet its obligations assumed under such reinsurance agreements. The Company’s placement of
reinsurance is diversified such that it is neither dependent on a single reinsurer nor are the operations of the
Company substantially dependent upon any single reinsurance contract.

Outstanding claims
IBNR provisions are created based on actual claims reported after the reporting date prior to finalization.

Outstanding claims for all classes of insurance are made initially on the basis of the internal or external
surveyor’s report. Accordingly the maximum expected liability is always recognized in the financial
statements. Outstanding claims are monitored and revised for value of claims regularly. Based on the past
experience management accordingly believes that there are no material additional claim liabilities that would
arise in respect of unsettled claims at the year end.

2572 Claims development
The Company maintains strong reserves in respect of its motor insurance business in order to protect against

adverse future claims experience and developments. The uncertainties about the amount and timing of claim
payments are normally resolved within one year.
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25 Risk management (continued)
25.3 Financial risk factors
Introduction
The Company has exposure to the following risks from its use of financial instruments:

e Market risk
e Credit risk
* Liquidity risk

This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and procedures for measuring and managing risk, and the Company’s management of
capital. Further quantitative disclosures are included throughout these financial statements.

The Company’s overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimize potential adverse effects on the financial performance of the Company. Risk
management is carried out by the management under policies approved by the Board of Directors.

(a) Market risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
prices, whether those changes are caused by factors specific to the individual security, or its issuer, or factors
affecting all securities traded in the market. The Company limits market risk by maintaining a diversified
portfolio and by continuous monitoring of developments in international and local equity and bond markets.
In addition, the Company actively monitors the key factors that affect stock and bond market movements,
including analysis of the operational and financial performance of investees.

(1) Foreign currency risk

Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates.

The Company is exposed to foreign exchange risk arising from various currency exposures primarily with
respect to investments in foreign equities which are denominated in other GCC currencies. The foreign
currency investments are periodically reviewed by the Investment Committee and Board of Directors of the
Company to determine appropriate action to minimize the foreign exchange risk exposure. As the total value
of foreign currency investments in relation to the total financial assets held by the Company is not significant,
the Company believes should these currencies weaken or strengthen against the Rial Omani there would be
no material impact in the post-tax profits.
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25 Risk management (continued)

25.3 Financial risk factors (continued)

(i1) Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
prices, whether these changes are caused by factors specific to the individual security, or its issuer, or factors
affecting all securities in the market. The Company is exposed to market risk with respect to its investments
classified as available-for-sale. To manage its price risk arising on investments in equity securities, the
company limits market risk by maintaining a diversified portfolio and by regular monitoring of the market.
In addition the Company actively monitors the key factors that effect stock market movements.

The sensitivity analysis for equity risk illustrates how changes in the fair value of equity securities will
fluctuate because of changes in market prices affected by factors mentioned above. The majority of the equity
investments are in companies listed in the Muscat Securities Market (MSM). As mentioned in note 11, the
Company’s investments are distributed in Banking, Investment, Industrial and Services sector shares. The
Company has outsourced its portfolio to an investment manager (see note 24). However, the Company’s
investments are regulated by certain investment regulations applicable to insurance companies and are
required to maintain prescribed limits as per the regulation and hence the Company may not be able to take
advantage of all favorable market movements.

The Company has no significant concentration of price risk.

The analysis below is performed for reasonably possible movements in key variables with all other variables
held constant, showing the impact on net profit and equity.

Change in Impact on
variable equity
RO'000
31 December 2018 +2% 130
2% (130)
31 December 2017
+2% 108
2% (108)
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25 Risk management (continued)
25.3 Financial risk factors (continued)
(a) Market risk (continued)

(111) Interest rate risk

Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates.

The Company invests in securities and has deposits that are subject to interest rate risk. Interest rate risk to
the Company is the risk of changes in market interest rates reducing the overall return on its interest-bearing
securities. The Company’s fixed interest generating deposits are considered by Management to be a balanced
portfolio (i.e. mixed with long term deposits and short-term deposits). The Company does not anticipate any
increase or decrease in the interest rates which would have any significant impact on the statement of profit
or loss. The Company earn interest on securities and deposits between 2.00% to 5.10% per annum (2017:
1.75% to 5.10% per annum).

The Company accounts for fixed rate financial assets and interest rates are contractually agreed and remain
constant throughout the maturity period.

(b) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other party by
failing to discharge an obligation. Key areas where the company is exposed to credit risk are:

. Reinsurers’ share of insurance liabilities;

. Amounts due from reinsurers in respect of claims already paid;
. Amounts due from insurance contract holders;

. Amounts due from insurance intermediaries; and

. Cash equivalents and deposits with banks.

The Company has a credit policy in place and exposure to credit risk is monitored on an ongoing basis in
respect of their exposure with reinsurers and other insurance contract holders as set out below.

Reinsurers risk

Reinsurers risk refers to the risk an enterprise will encounter in the event that any reinsurers fails to meet its
obligations assumed under the reinsurance agreement. The Company is supported by reinsurers who are
selected based on the recommendations of professional reinsurers brokers and the evaluation of available
information on the financial strengths of the reinsurers. The assessment and selection of reinsurers is carried
out annually and reinsurers solvency and credit worthiness are monitored on an ongoing basis. Reinsurers’
portion of outstanding claims are recorded only where evidence of recoverability is available to the
Company.

The Company manages insurance risk through reinsurance arrangements with reinsurers. This does not,
however, discharge the Company’s liability as primary insurer. If a reinsurer fails to pay a claim for any
reason, the Company remains liable for the payment to the policy holder. The creditworthiness of reinsurers
is considered on an annual basis by reviewing their financial strength prior to finalization of any contract.
The exposure to individual counterparties is also managed by other mechanisms, such as the right of offset
where counterparties are both debtors and creditors of the Company.

The financial analysis of policyholders and reinsurers that is conducted at Company level produces an
assessment categorized by a Standard and Poor (S&P) rating (or equivalent when not available from S&P).

All the Company’s reinsurers are rated not lower than S&P BBB (or equivalent).
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25 Risk management (continued)

25.3 Financial risk factors (continued)
(b) Credit risk (continued)
Insurance receivable

Where there exists significant exposure to individual policyholders, or homogenous groups of policyholders,
an assessment of the customer creditworthiness is carried out by the management. The customers categorized
as Ministries, Banks, Corporates, Brokers, Agents and Individuals are duly assessed for their credit
worthiness based on the volume of business transacted, their past payment records and credit history. Ageing
of receivables is monitored on an ongoing basis against the allowed credit period set on a case to case basis.
The Company does not require collateral in respect of financial assets but has the right to offset the dues
against any past or future claim payments.

Analysis of overdue insurance and other receivables is discussed in note 14.

Credit risk on receivables is limited to their carrying values as management regularly reviews these balances
to assess recoverability and makes provision for balances whose recoverability is in doubt.

The table below shows the balances outstanding from the various categories of customers at the reporting
date in the order of credit quality.

2018 2017
RO RO

Counterparties
Banks/Ministries 928,774 83,293
Corporate 1,960,565 2,962,188
Brokers 2,164,074 1,801,997
Individuals 135,105 5,962
Gross total insurance receivables 5,188,518 4,853,440
Less: provision for doubtful debts (233,190) (161,900)
Net total insurance receivables 4,955,328 4,691,540

Credit risk on other financial instruments

Although the Company has significant deposits and bank balances, management believes that the risk arising
out of cash and cash equivalents and deposits is minimal as these are with reputable local banks which are
listed companies with good financial standing and that are regulated by the Central Bank of Oman.

The Company’s exposure to credit risk is limited to the carrying amount of financial assets recognized at the
reporting date, as summarized below:

2018 2017

RO RO

Reinsurance assets 27,223,214 14,160,103
Insurance and other receivables 8,014,411 5,356,255
Auvailable for sale investments 6,488,486 5,415,785
Deposits 14,519,142 13,495,101
Cash and cash equivalents 4,971,016 4,794,183
61,216,269 43,221,427
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25 Risk management (continued)
25.3 Financial risk factors (continued)
(c) Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments
associated with financial liabilities. Liquidity requirements are monitored regularly, and the management
ensures that sufficient funds are available to meet any commitments as they arise. The Company considers
its liquidity position to be satisfactory and also has committed undrawn overdraft facilities of RO 200,000
(2017: RO 200,000). The Company is also in a position to generate cash by way of selling quoted
investments. Further to this, the Company is also in a position to generate cash from its term deposits of RO
14.51 Million (2017: RO 13.49 Million) (refer note 12 (b)).

At 31 December 2018, the Company’s solvency margin (as determined in accordance with the Oman
Insurance regulations) is more than RO 4.1 Million (2017: RO 7.9 million) higher than the regulatory
requirement at that date.

The Company maintains sufficient cash and cash equivalents to cater its day to day working capital needs.

The following are the contractual maturities of financial liabilities:

Contractual
cash flows
RO
31 December 2018
Insurance contract liabilities 34,457,184
Trade and other liabilities 12,854,882
31 December 2017
Insurance contract liabilities 20,231,584
Trade and other liabilities 9,144,759

254 Capital risk management

Externally imposed capital requirements are set and regulated by the Capital Market Authority and the other
relevant regulators, to ensure sufficient solvency margins. Further objectives are set by the Company to
maintain a strong financial position, credit rating and healthy capital ratios to support its business objectives
and maximize shareholders value.

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a
going concern in order to provide returns for sharecholders and to maintain an optimal capital structure to
reduce the cost of capital. Further, the Insurance Companies Law of Oman of 1979, as amended, requires a
minimum capital of RO 10 million for insurance companies.

In order to maintain or adjust the capital structure, the Company may adjust the number of dividends paid to
shareholders, issue new shares or sell assets to reduce debt.

The Company fully complied with the externally imposed capital requirements during the reported financial

periods and no changes were made to its capital base, objectives, policies and processes from the previous
year.
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VISION INSURANCE SAOG

25 Risk management (continued)

25.5 Fair value estimation
The fair values of quoted investments are based on market bid prices at the reporting date. The face values
less any estimated credit adjustments for financial assets and liabilities with a maturity of less than one year
are assumed to approximate to their fair values.
Fair value hierarchy
The table below analyses financial instruments carried at fair value, by valuation method. The different levels
have been defined as follows:
. Level 1: quoted prices (unadjusted) in active markets.
. Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or

liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices).
. Level 3: inputs for the asset or liability that are not based on observable market date (unobservable
inputs)

All the Company’s investments in available-for-sale investments are level 1.

25.6 Operational risks
Operational risk is the risk of loss arising from system failure, human error, fraud or external events. When
controls fail to perform, operational risks can cause damage to reputation, have legal or regulatory
implications or can lead to financial loss.
The Company cannot expect to eliminate all operational risks, but by initiating a rigorous control framework
and by monitoring and responding to potential risks, the Company is able to manage the risks.
The Company has detailed systems and procedures manuals with effective segregation of duties, access
controls, authorization and reconciliation procedures, staff training and assessment processes etc. with a
compliance and internal audit framework. Business risks such as changes in environment, technology and
the industry are monitored through the Company’s strategic planning and budgeting process.

26 Net assets per share
Net assets per share is calculated by dividing the net assets at the yearend by the number of shares outstanding
at 31 December as follows:

2018 2017

Net assets (RO) 13,893,124 13,927,578
Number of shares outstanding at 31 December 100,000,000 100,000,000
Net assets per share (RO) 0.140 0.140

27 Earnings per share
Net profit (RO) after tax 1,579,196 1,821,971
Total comprehensive income (RO) for the year 1,688,201 1,408,441
Weighted average number of shares outstanding at 31 December 100,000,000 86,503,699
Earnings per share (RO) 0.016 0.021
Total comprehensive income per share (RO) 0.017 0.016

For the purpose of earnings per share, the Company has restated the previous year weighted average number
of shares to include the effect of bonus shares issued in 2017.

No figure for diluted earnings per share has been presented as the Company has not issued any instruments
which would have an impact on earnings per share when exercised.
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28 Contingent liabilities

At 31 December 2018, there were contingent liabilities in respect of guarantees amounting to RO 89,343
(2017: RO 111,518) given in the normal course of business from which it is anticipated that no material
liabilities will arise. The Company is subject to litigation in the normal course of its business. The Company
based on independent legal advice, does not believe that the outcome of these court cases will have a material
impact on the Company’s income or financial position.

29 Comparative amounts

Certain comparative amounts have been reclassified to conform to the current year presentation. The
reclassifications do not affect the reported profit during the year ended 31 December 2018.
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