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l'o the Shareholders of

[Dhofar Insurance Company SACGG
P.0O. Box 1002

Postal Code 112

Ruwi

Sultanate of Oman

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Dhofar Insurance Company SAOQG (the “Company™), which
comprize the statement of financial position as at 31 December 2020, and the statement of profit or loss and
other comprehensive income, statement of changes in Shareholders’ equity and statement of eash flows for the
vear then ended, and notes o the financial statements, including a summary of significant accounuag policies

In our opinion, the accompanying financial statements present fairly, in all matenal respects, the tinaneial
position of the Company as at 31 December 2020, and its financial performance and 1ts cash flows for the vear
then ended 1 accordance with International I'inancial Reporting Standacds (I°RSs)

Basis for Opinion

We conducted our audit in accordance with Internauonal Standards on Auditing (ISAs). Our responsibiluses
under those standards are further described in the Auditor’s Responstbilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the International
Fthics Standards Board for Accountants’ Code of Eihics for Professional Accountants (IESBA Code), together
with the ethical requirements that are relevant to our audit of the finanol statements in Oman, and we have
fulfilled our other ethical responsbilities 1 accordance with these requirements and the 1ESBA Code. Wi
believe that the audir evidence we have obuuned 1s sufficient and appropriate to provide a basis for our opiion
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Bhefar fnsurance Company SAOQG

Independent Auditor’s Report (continued)

Key Audit Matters

Key audit matters are those matters that, i our professional judgment, were of most spniticance i our audit of
the financial statements ot the current year. These matters were addressed in the context of our audit of the
financial statements as a whole, and n tornung our optmion thereon, and we do not provide a separate opuinn
on these matters.

W ¢ have determined the matters desenbed below to be the key audit matters to be communicated m our report:

Key Audit Mattet
Outstanding claims reserve (OCR)

How our audit addressed the Key Audit
Matter

We refer to Note 200 in the financal statements which
states that the gross provision for outstanding claims
reserve aggregates to OMR 57,764,344 and  net
provision after reinsurers” share aggregates to QMR
18,111,322. Given the level of subjectviy inherent n
estimatng the mpact of clum events that have
occurred bur for which the ultunare outcome remams
uncertan and the nsk related o the esnmation of
labiines for outstinding clums resenve mcluding
clams meurred but not reported (IBNR], are key
judgmental areas for Management

Small changes m the assumptions used to value the
labilities, partcularly those relating to the amount and
uming of future clatms, can lead to materal mpact on
the valuatons of the msurance liabines. The key
assumptions that drive the reserve calenlations include
loss ratios and esumates of the frequency and seventy
of clims.

Further, the valuation of insurance liabilities depends
on accuracy of data relating to volume, amount and
pattern of current and historical claims since they are
often used to form expectations about future claims. If
the data used in calculating insurance liabilives, or for
forming judgments over key assumptions, s not
complere and accurate, then material impact on the
valuation of insurance labilities may arse.

The risk of materal misstatements is heightened given
the uncertaimy and volatility in the current claims
environment and therefore this has been conzidered as
a key audit matter.

We venfied the caleubation of ouwtstanding  clums
reserve by performing the following procadures:

¢ W examined the process used by the Management o

estunate the liabidities for outstandmg clams reserve
and the relared remsurers’ share

Our procedures meluded undeestanding and testng
the controls i the cums handlog and resene
creation  process,  meluding  controls over
completeness and accuracy of the clums estimae
recorded

s We pcrfurmcd substannive tests on amounts recorded

for a sample of chims nonfied. We evaluated the
completeness, accuracy of data, key assumptions used
and the results of the insurance hability adequacy test.

* We assessed the competency, capability  and

obectivity of the Company’s actuary 1o perform the
vear end valuanon.

& e ensured that the reserve to be ereared for incurred

but not reported clums were based on  the
independent actuadal report received  from  the
actuary.

¢ We involved our actuaral specnlist, to venfv the

methodology, models and assumptions used by the
Company’s actuary.

¢ We also assessed the adequacy of the related

disclosures.
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Independent Auditor’s Report (continued)

Insurance and reinsurance contract receivables
Ve refer to Now 13 in the financial statements which
states that the Company has net insuranc: and
rensurance contract reecivables amountng to OMR
10,351,990 FFor recetvables under fimuicial seresz due
to slow down o business, there is a4 risk over the
recoverability of these balances. Therefore, this has
been consdered as akey andit matter

Investments

We pertormed the following audit procedures on
menranc and gonsurancee contract reecivables:

o lustng e controls over premium and insunince
recevablis collection processes; wsting the receipt of
cash post the vair end, and testing the adequacy ot
the  Company’s  provisions  against  insurance
recemvables by assossing the  Manmagement's
assumpions.

* Wealso considered the adequacy of the Compamy's
disclosures about the degree of estimation involved in
aroiving at the provision,

W refer to Notes 9a), 9011, 9(0), 9'd) and 9 (¢} mn the
finandiad statements which state that the Compaar has
invesiments in financial instruments comprising of
avalible for-sale mvestments,  equity  accounted
investees,  hell for-trading  investments,  hekd to

ﬂhlllltlt) s estimunts xll'ld mvestment in mones [l'l"ll'kcl
funds amounting to OMR 3,731,088, OMR 2,821,004,
OMR 269,160, OMR 8,538,458 and OMR 52001963
respectively. The Company measures the available-for

sale mvestments ac their fair values, changes m which
are recogmsed i other comprehensne  income

Further, an impaiement review of the available for-sale
investments 15 performed and imparment charges, 1if
any, are recognised when there has either been a
significant or prolonged decline in the Fair value below
their cost. With regards to equitr accounted investees,
the Company records its share of the profits or losses
based on their financml stiements. The Compan

values its held-for-trading investments at their fair
values obtaned from the respective securites markets
in which it has invested and regularly monitors the
factors that aftect the stock prices. The Company has
recognised  the  held to-maturity  investments  at
amortised cost and any amortization is routed through
statement of the profit or loss. The Company has
investment in money marker funds which are wall

recorded at cost and subsequently measured a1 fur
value with changes taken to profit or loss. Smce
inveshnents  consttute, in - agpregate, a2 signtficant
amount m the sitement of financal  position,
valuation of these investments has been considered as
a key audit mater.

We porformed the following audic procedures on
v estments

¢ lor available for sale myvestments, equity accounted
mvestees,  held for inding  mvestments,  held to
marurty  mvestments and  investment money
market funds, we have assessed the processes and
tested the kev controls relanng to recognition and
valuanon of these financial instruments.

In addmon, we have performed substantive testing on
the valuanon of thoese investments, reviewed the
Company's vestment policies and  assessed  the
adegnacy of the imparrment charges on investments,
o We also consdered the adequaey of the Company's
disclosures i relation to these investments.
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Independent Auditor’s Report (continued)

Revenue recognition

We refer to Note 28 in the financial statemenrs, which
states that the Company has net retained preminm
wcome of OMR 210290641 for the year ended 31
December 20200 Further, the Company has net
movement in unearned premium reserve of OMR
(62,232) which 15 based on the Capital Marke:
Aurhority (CALY) regulations which require deferment
sed on the 1/ 365 method.
As there is a risk of marerial misstatement relating to
the recogniton of premium income and judgment
involved in determining the uneamed premiom in line
with the expiration of risk, it has been considered as a
kev audic martter.

of unexpired premiums b

We performed the folliwing andic procedures on
revenue I'L‘C()glliii(ll'l:

* Our procedures included an assessment of the design
ot controls over weenrding and collection of premium,
and testing their operaung effectiveness,

Ve carried out tests of detals on 2 sample of policies
and also used analvtical procedures 1o assess the
complereness of premium revenne

[ addimon, we tested the calculations, and assessed
the adequacy of the provision tor uncarned premium,
in hae wuth the sk expin by mvolved our actuarial
speetalist, w verity the methodology, models and

assumptions used by the Company’s actuary.

We also compared the uneamed premium provided
wratnst the devel required by the CALY regulations.
¢ Purther, we assessad the adequacy of the disclosures
for revenue recognition i the financial statements.

Othet Information

The Board of Directors (the Board) 13 responsible for the other information. Other mnformation conststs of the
information included in the Compan’s 2020 Annual Report other than the financial statements and our auditor’s
report thereon. We obtained the following information prior to the date of vur auditor’s report, and we expect
to obtain the published 2020 Annual Report after the date of our auditor’s report:

¢ Chawrman’s report,
¢ Corporate governance report, and
¢ Management discussion and analisis

Our opinton on the financial starements does aot cover other information and we <o not and will not express
any forn of assurance conclusion thereon

In connection with our audit of the financial statements, our responsibility is to read the other mfbrmation and,
in doing so, consider whether the other information 1s materally inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be misstated.

If, based on the work we have performed on the other information obtained prior to the date of the audi report,
we conclude that there is 2 matenal misstatement of this other information, we are required to report that fact
We have nothing to report 1 this regard.

Responsibilities of Management and Those Chatged with Govemance for the Financial Statements

I'he Manapement is responsible for the preparaton and fair presentation of the financial statements m
accordance with IFRSs, the disclosure requirements of the Capital Market Authorn and the Commercial
Companuwes Law, 2019 of the Sulianate of Oman, and for such internal control as the Munagement determine
1s necessary to enable the preparation of tinanctal statements that are free from materal nusscacement, whether
due 1 fraud or error.

In prepanng the financial statements, the Management ts responsible for assessing the Company’s ability 10
continite as a poing concern, disclosing, as applicable, matters related to going concern and using the gowng
concern basis of accounting unless the Management either mtends o liquidate the Company or to cease
operations, or has no realistic aliernative but o do so.

Ihose chaged with governance are responsible for overseemy the Company’s finaneal reportng process.
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Independent Auditor’s Report (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives ae to obiain reasonable assurance about whetlier the financial statements as a whole are free
from matenal misstatement, whether due 1o fraud or ereor, and o issue an auditor’s teport that includes onr
opmton. Reasonable assurance 1 a hizh level of assurance, but s not a2 guarantee that an awdit is conducted in
accordance with IS\ will alwars deteet o material misstatement when 1t exists, Alisstatements can arlse from
fraud or error and are considered matertal tf, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users mken on the basis of these financial statements

s part of an audit in accordance with 15743, we exercise profe
skepuicsm dhroughout the audie We also:

sional judgment and mamnin professional

s Identity and assess the risks of marerial misstatement of the financal statements, whether due w fraud or
ereor, design and perform audit procedures responsive to those risks, and obram audi evidence that is
sutticient and appropriate o provide a basis for our opimon. The risk of not detecting a matertal
mistatement resubting from Iraud ss bigher than for one resulting from error, as fraud may mvolve collusion,
torzery, intentional omissions, misreprescntations, or the override of internal control.

e Obain an understanding of internal coatrol relevant to the audit in order to design audit procedures that
arc appropriate io the circumstances, bui not for the purpose of expressing an opinton on the effectiveness
of the Company’s internal control

»  DPvaluate the appropriateness of accounting policies used and the reasonableness of accounting estmates
and related disclosures made by the Management

e Conclude on the appropriateness of the Management’s use of the going concern basis of accountmg and
based on the audit evidence obtained, whether a materal uncertainty exists related to events or conditions
that may cast significant doubt on the Compamy’s ability to connnue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw artenuon in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Qur
conclusions are based on the audu evidence obtaned up o the date of our audiror's report. Flowever, future
events or conditions may cause the Company to cease to continue as a going concern

*  Dualuate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlving transactions and events i a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
urmng of the audit and significant audu findings, melucing any significant deficiencies in mternal control that
we dentify during our audit

We alio provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
mar teasonably be thought 1 bear on our mdependence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most sipnificance in the audit of the financial statements of the current period and are therefore the Key andn
matters. We describe these matters 1 our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, n extremely rare crcumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of downg so would reasonably be expected to
ourwergh the public mrerest benefies of such commmicarion.
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Independent Auditor’s Report (continued)

T 17

Report on Other Legal and Regulatory Requirements

In our opinion, the financial statements of Dhotar Tnsurance Company 3AOG as of and tor the vear ended 31
December 2020, in all matertal respects, hine been prepared in accordance with Commerctal Companies | aw,
2019 of the Sultanate of Oman, and the rles and gutdelines issued by the Capital Market Authority.
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