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BOARD OF DIRECTORS REPORT

4 December 2022

Only for AL AHLIA INSURANCE COMPANY SAOG
Shareholders

“uladll
Al Ahlia

THIS BOARD OF DIRECTORS REPORT
CONTAINS INFORMATION RELATING
TO AN OFFER TO ALL SHAREHOLDERS
OF AL AHLIA INSURANCE COMPANY
SAOG (“AAIC”) OTHER THAN ROYAL
AND SUN ALLIANCE INSURANCE
(MIDDLE) EAST BSC (c) (“RSA ME™) BY
NATIONAL LIFE AND GENERAL
INSURANCE COMPANY  SAOG
(“NLGIC”) TO ACQUIRE 47.5% OF THE
ISSUED SHARE CAPITAL OF AL AHLIA
INSURANCE COMPANY SAOG

Board of Directors Report Under the Takeover and Acquisition

Regulation

RELATING TO AN OFFER TO ALL SHAREHOLDERS OF AL AHLIA INSURANCE
COMPANY SAOG OTHER THAN ROYAL AND SUN ALLIANCE INSURANCE (MIDDLE

EAST) BSC (c) BY NATIONAL LIFE AND GENERAL INSURANCE COMPANY SAOG

ACQUISITION OF | 47,500,000 issued and paid up shares of AAIC

CONSIDERATION | 2022 '

Offer Price as per the terms of the Offer Document dated October 23,

OFFER OPENS 05 December 2022

OFFER CLOSES 25 December 2022

OFFEREE INDEPENDENT ADVISOR OFFEROR
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This is the English version of the Board of Directors Report prepared in Arabic. In the event of any

conflict between the English and Arabic versions of the Board of Directors Report, the Arabic
version will prevail.
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IMPORTANT NOTICE TO SHAREHOLDERS

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION.

This Board of Directors Report has been prepared by the AAIC Board who are responsible for it. The
purpose of this Board of Directors Report is to present material information that may assist AAIC
Shareholders to make an appropriate decision as to whether to accept or reject the Offer. This
document should be read in conjunction with the Offer Document and the accompanying Independent
Advisor Fairness Opinion to the AAIC Board. All AAIC Shareholders should carefully examine and
review this Board of Directors Report and the Offer Document in order to decide whether they would
like to accept the Offer, by taking into consideration all the information contained in this Board of
Directors Report and the Offer Document in its proper context. Every AAIC Shareholder shall bear
the responsibility of obtaining independent professional advice on whether to accept the Offer and
should conduct an appropriate independent evaluation of the information and assumptions contained
herein.

If you sell or have sold or otherwise transferred your entire holding of AAIC Shares (other than
pursuant to acceptances of the Offer), please send this document and any accompanying document(s),
as soon as possible to the purchaser or transferee, or to the stockbroker, bank, or other agent through
whom the sale or transfer was affected for transmission to the purchaser or transferee. If you sell or
have sold or otherwise transferred only part of your holding of AAIC Shares, you should retain this
document and immediately consult the stockbroker, bank or other agent through whom the sale or
transfer was affected.

This Board of Directors Report includes information and data deemed appropriate by the AAIC Board
and, to their knowledge, does not contain any misleading information The information contained in
this Board of Directors Report is being provided in compliance with the provisions of Applicable
Law and is intended to provide AAIC Shareholders with information relating to the Offer. However,
this Board of Directors Report does not necessarily contain all the information that an AAIC
Shareholder may consider material, The content of Board of Directors Report is not to be construed
as legal, business or tax advice.

Statements contained in this Board of Directors Report are made as at the date of this Board of
Directors Report unless some other time is specified in relation to them and the publication of this
Board of Directors Report (or any action taken pursuant to it) must not be interpreted as giving rise
to any implication that there has been no change in the facts or affairs of AAIC since such date.
Nothing contained in this Board of Directors Report is intended to be, or shall be deemed to be, a
forecast, projection or estimate of the current or future financial performance of AAIC.
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Prior to making any decision as to whether to accept the Offer, AAIC Shareholders should read the
Board of Directors Report, Offer Document and Independent Advisers Fairness Opinion to the AAIC
Board in their entirety. In making a decision, AAIC Shareholders must rely upon their own
examination of the terms of the Offer Document and the risks involved in accepting the Offer.

The distribution of this Board of Directors Report is restricted to the AAIC Shareholders. The
information contained in this Board of Directors Report may not be published, duplicated, copied or
disclosed in whole or in part or otherwise used for any purpose other than in connection with the
Offer, without the prior written approval of AAIC and the Independent Advisor. AAIC and the AAIC
Directors require persons into whose possession this Board of Directors Report comes to inform
themselves of, and observe, all such restrictions set out in this Board of Directors Report and the
Offer Document provided by NLGIC. None of AAIC, the AAIC Directors or the Independent Advisor
accept any legal responsibility for any violation of any such restrictions on the Offer by any person,
whether or not an AAIC Shareholder.

Except as required under applicable law, no representation or warranty, express or implied, is given
by AAIC, the AAIC Directors or the Independent Advisor, or any of their respective directors,
managers, accountants, lawyers, employees or any other person as to the completeness of the contents
of this Board of Directors Report; or of any other document or information supplied at any time in
connection with, the Offer; or that any such document has remained unchanged after the issue thereof.

This Board of Directors Report is not intended to and does not constitute an offer to buy or the
solicitation of an offer to subscribe for or sell or an invitation to purchase or subscribe for any
securities or the solicitation of any vote in any jurisdiction. The release, publication or distribution of
this announcement in whole or in part in, into or from certain jurisdictions may be restricted by law
and therefore persons in such jurisdictions should inform themselves about and observe such
restrictions.

United Securities LLC, which been appointed as independent adviser to AAIC and has been approved
by the CMA to act as such in relation to the Offer, is acting exclusively for AAIC and for no one else
in connection with the Offer and will not be responsible to anyone other than AAIC for providing the
protections afforded to its clients or for providing advice in connection with the Offer. Neither United
Securities nor any of its affiliates owes or accepts any duty, liability or responsibility whatsoever
(whether direct or indirect, whether in contract, in tort, under statute or otherwise) to any person who
is not a client of United Securities in connection with this document, any statement contained herein,
the Offer or otherwise.

The AAIC Directors will neither be responsible nor owe or accept any duty, liability or responsibility
whatsoever (whether direct or indirect, whether in contract, in tort, under statute or otherwise) to
anyone in relation to the Fairness Opinion provided by the Independent Advisor to the AAIC Board.
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Any summaries of documents or extracts of documents contained in this Board of Directors Report
should not be relied upon as being comprehensive statements in respect of such documents.

Sector and market data in this Board of Directors Report has been obtained from third parties or from
public sources such as websites and publications and has not been independently verified. Therefore,
the sector and market data's accuracy and completeness are not guaranteed and its reliability cannot
be assured. The extent to which the sector and market data used in this is meaningful depends on the
reader's familiarity with and understanding of the methodologies used in compiling such data.
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DEFINITIONS AND ACRONYMS

Board of Directors’
Report

This document excluding the Fairness Opinion.

NLGIC or Offeror

National Life and General Insurance Company SAOG, a public joint
stock company, licensed to do insurance business, bearing CR No.
1487876, with registered office at Building No 115, Plot No 330, Greater
Muttrah, Muscat, Sultanate of Oman and mailing address of PO BOX
798, Postal Code 117, Wadi Kabir, Sultanate of Oman. The Offer is only
being made by the Offeror and there are no persons acting in concert with
the Offeror on making the Offer

AAIC or Offeree

Al Ahlia Insurance Company SAOG, a public joint stock company,
licensed to do insurance business, bearing CR No. 1754807, with
registered office at OMINVEST Business Centre, Building No 95, Plot
No 501, Airport Heights, Muscat, Sultanate of Oman and mailing address
of PO BOX 751, Postal Code 112, Ruwi, Sultanate of Oman.

The Offer by the Offeror to all the shareholders of AAIC excluding RSA
ME to acquire the remaining 47.5% of the issued capital which would

Offer increase the Offeror's beneficial shareholding in AAIC to 100% of the
issued Capital (being 100,000,000 fully paid-up AAIC shares as at the
Record Date).
Offer Opening Date | 05 December 2022
Offer Closing Date 25 December 2022
Record Date 24 November 2022
Offer Notice published by NLGIC via a disclosure made on Muscat Stock
Offer Notice Exchange (“MSX”)’s website dated 20 November 2022. Copy of the
notice is available on NLGIC’s website
A cash only Offer of OMR 0.466 per AAIC Share which is in line with
the previous disclosure of 7 July 2022, and represents the following:
(1) 1.15x of AAIC’s book value as on 30 September 2022.
0 3 ) : .
Offer Price (2) represents 52.3% higher than the AAIC’s six months average price

of OMR 0.306 prior to the disclosure of 7 July 2022.
(3) a 50.3% premium over the closing price of RO 0.310 as of the
disclosure date of 7 July 2022, and 2.2% premium compared to the
closing price of OMR 0.456 as of 14 November 2022,

Suspension of

The trading in AAIC shares to be suspended once the Offer is accepted
by 90 percent AAIC shareholders during the Offer Period, subject to

Trading
regulatory approvals.
Offer Accentan In the event that AAIC Shareholders who hold in aggregate less than 75%,
. eptance except RSA ME , of the Offer accept the Offer for the Offer Price in
Qualification

accordance with the terms of the Offer Document (together the "Selling
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AAIC Shareholders" and each a "Selling AAIC Shareholder"), NLGIC
may choose to either withdraw the Offer or acquire the relevant number
of AAIC Shares from the Selling AAIC Shareholders.

In the event that Selling AAIC Shareholders who hold in aggregate more
than 90.0 percent of the Offer accept the Offer for the Offer Price in
accordance with the terms of the Offer Document, NLGIC will
compulsorily acquire the shares from the remaining shareholders in order
to acquire 47.5 percent direct shareholding in AAIC which amounts to a
100 percent beneficial shareholding in AAIC.

Compulsory
Acquisition

As provided in the Takeover Regulation, once AAIC Shareholders
holding 90 percent or more of the shares in AAIC accept the Offer,
NLGIC intends to exercise the "compulsory acquisition" provisions of
Articles 62 to 65 (inclusive) of the Takeover Regulation, subject to
regulatory approvals.

Compulsory
Acquired Shares

AAIC Shareholders who do not respond to the Offer during Offer Period
will have their shares compulsorily acquired by NLGIC, subject to
regulatory approvals.

Cash Consideration
for Compulsory
Acquired Shares

As per Article 65 of the Takeover Regulation, NLGIC will pay the
shareholders of the Compulsory Acquired Shares the Offer Price as stated
in the Offer Document.

CMA

The Capital Market Authority of Oman

Encumbrance

Any interest or equity of any person (including any right to acquire, option
or right of preemption) or any mortgage, charge, pledge, lien, assignment,
hypothecation, security interest, title retention or any other security
agreement or arrangement. In the context of the Offer, AAIC Shares
pledged by an AAIC Shareholder with any financial institution or blocked
due to restriction or court order from any court or related authority.

Fairness Opinion

The opinion issued by United Securities to the AAIC Board contained in
Appendix A.

Independent Advisor

United Securities LL.C

AAIC Board or
AAIC Directors

The AAIC Board other than those members who represent RSA ME, or
NLGIC, or are employed by RSA ME or NLGIC, or a Director of NLGIC,
or RSA ME.

Issued Capital

Total issued capital of AAIC from time to time

MSX

The Muscat Stock Exchange

AAIC Share

A share in the share capital of AAIC, and “AAIC Shares” shall be
construed accordingly

AAIC Shareholders

The shareholders of AAIC other than RSA ME
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Offer Completion
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The completion of the Offer which shall occur on the date of the Offer
Price is paid to the Selling AAIC Shareholders post completion of the
Offer Period and implementation of the Compulsory Acquisition

Offer Document

The document issued to AAIC Shareholders by NLGIC dated November
23,2022 entitled “Offer Document™ containing information relating to an
offer to all of the other shareholders of AAIC Other than RSA ME to
acquire an additional 47.5% of the issued share capital of AAIC pursuant
to the Takeover and Acquisition Regulation (E/2/2019).

The period between the Offer Opening Date and the Offer Closing Date

Offer Period inclusive of both days during which an AAIC Shareholder can submit an
Acceptance Form
OMR Omani Rial, the lawful currency of Oman.

Takeover Regulation

The Omani Takeover and Acquisition Regulation (E/2/2019).
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BOARD OF DIRECTORS RESPONSE

Introduction

The AAIC Directors have prepared this document which contains important information that all
Shareholders

must read carefully as part of their evaluation of information contained within the Offer Document.

Offeror’s Stated Rationale and Intentions
The Directors note the following in relation to the Offeror’s intentions stated in the Offer Document

as at

November 23, 2022:

With respect to the objective and rationale of the takeover, continuation of the business of the Offeree
in the next 12 months after the close of the takeover offer and major changes to be introduced in the
business of the Offeree in the next 12 months after the close of the takeover offer, the Offer Document
states that:

The Offeror is making the Offer with the following objectives:

A strategic decision for NLGIC which shall consolidate NLGIC and AAIC’s combined
position in the insurance sector in the region.

By bringing together the operations of NLGIC and AAIC, the combined entity is expected to
enhance efficiency and derive the benefit of synergies thereby creating value for its
policyholders, shareholders, and other stakeholders.

Upon completion of the Offer, all employees of AAIC will continue in their employment and
there will be no immediate change to the employment structure. AAIC employees will be
subject to periodic appraisals and restructuring, as standard course of business, giving due
considerations to operational synergies and business requirements.

It is expected that AAIC shares will be delisted from the regular market in MSX and converted
into a closed joint stock company, subject to regulatory approvals. Post Offer Completion,
there may be a restructuring exercise for both entities.

Except for the statements noted above, the Offeror has made no further statements in the Offer
document with regards to their intentions should the Takeover Offer be successful.

Outlook and Prospects

Oman Insurance Sector

The insurance sector in Oman is well regulated by the Capital Market Authority (CMA). The sector
plays an important role in the economic prosperity and contributes about 1.45% to the GDP. Gross
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direct premiums for the 9-month period in FY22 grew by a robust 12.2% to RO 343mn compared to
RO 305mn during the same period the previous year. Health insurance has the highest contribution
with 34% of the total gross insurance premiums collected while motor insurance stood next
constituting about 21%. Total capital invested by shareholders increased by 11.7% during the
9MFY22 period due to the fund raising by companies such as Dhofar insurance, National Life and
Oman Re. The industry is witnessing a declining trend in the motor segment on account of paucity
created by the pandemic, intense competition, lower premiums, rising oil prices and removal of petrol
subsidies translating into lower auto sales. There have also been reports of a rising rate of accidents
and higher claims ratio from the motor segment.

Though the industry is turning its focus towards the health insurance segment and looking to make it
the catalyst for growth going forward, the rising claims over-shadow the profitability in this segment
as well. Insurance companies have started focusing on using technology to rationalize cost and ensure
prudent risk management strategies. During the 9-month period in FY22, the net insurance claims
incurred by the industry rose at a faster pace than the gross premiums earned. The net insurance claims
rose by 30.9% to touch RO149mn compared to RO113.8 min in the same period previous year.
Systemwide loss ratio increased to 70% from 67.5%, and expense ratio was controlled at 31%. This
led to combined ratio of the sector crossing 100% in 9M22 vs 99% in 9M21. This moderated the net
under writing profit growth to 10% YoY. For the 9-month FY22 net underwriting premium stood at
RO 44.79mn compared to RO 40.73mn in the previous year.

Lower yields from the investment book led to a subdued performance on the investment book. While
the investment book grew by 32.7% during the period the investment yield dropped from 4.5% to
3.7% resulting in an investment income of RO 19.42mn compared to RO 18.052. This was not
sufficient to make up for the higher claims hence leading to a de-growth in the profitability of the
sector. Net income reduced by 25% during the period to reach RO 17.037mn compared to RO 22.7mn
in the previous year.

AAIC’s Financial Performance

AAIC witnessed a muted performance for the period 9M22. Gross premiums came in flat at RO
14.45mn compared to RO 14.27mn which was a meagre 1% growth. The net earned premium came
in lower by 3.8% 9MFY?22 at RO11.75mn. Rising road accidents in the motor segment led to the net
claims rising significantly during the period by 16.2% to reach RO 6.25mn compared to RO 3.8mn
in the same period the previous year. Loss ratio of the company increased by 640 bps to 38%. Lower
growth in premiums and higher claims led to net underwriting profit declining by 15.4% for the
period. On account of de-growth in the investment book coupled with lower yields, the company
reported lower returns from its investment book at RO 1.15mn compared to RO 1.41mn in the same
period the previous year. AAIC witnessed its operating expenses increasing by 5% y/y during 9M22,
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As aresult, expense ratio jumped to 49% from 44% a year ago. The rise in loss ratio and expenses
resulted in the company’s combined ratio reaching 86% in 9M22 compared to 76% during the year
ago period. The cumulative effects of lower net premium, elevated claims, lower investment yield,
and higher expense ratio has led to significant decline in net profit, which came at RO 2.69mn
compared to RO 3.833mn in the same period previous year. The company distributed dividends in
March 2022 of 25bz per share vs 33bz in the previous year.

NLGIC’s offer of 1.15x book value on September 2022 translates to price per share of ~RO 0.466, is
higher than the highest price the share has ever traded. The previous high attained by the share since
its listing in 2017 was RO 0.400 during 1Q21. We also note that prior to NLGIC announcement about
acquisition, the shares were trading at RO 0.340/Share. Thus, the current offer price is 16.5%
premium to previous all time high of the stock, and 50% premium to June closing price. Even after
the announcement by NLGIC of its intention to acquire shares in AAIC, the price has been capped at
RO 0.456, lower than RO 0.466 offer from NLGIC. The offer of RO 0.466/Share values the company
at second highest P/B after NLGIC itself, and second lowest dividend yield. This makes the company,
at the offer price of RO 0.466, being valued at premium to most of the listed insurance companies.

Convertible Securities, Purchase of Own Shares by Offeree and Issuance of Shares or Convertible
Securities

As at the date of this document, AAIC:
* does not have any outstanding convertible securities.
¢ does not have any plans to issue shares or convertible securities.
¢ has not in the period commencing 6 months prior to the beginning of the Offer Period and
ending with the date of this document purchased its own shares.

AAIC Directors’ Statement

The AAIC Directors have considered the financial terms of the Offer Document and appointed United
Securities as independent financial advisor to provide independent financial advice to the AAIC
Directors by way of the Fairness Opinion for the purposes of the Takeover Regulations. The Fairness
Opinion has been prepared on the basis of standard industry methodologies that take into account
multiple factors to determine the fairness of the Offer from a financial point of view to the holders of
AAIC shares. The advice received by the AAIC Board is contained in Appendix A. Subject to the
qualifications and conditions included in the Fairness Opinion (which should be read in its
entirety) as set out in Appendix A, the Fairness Opinion states that as of its date, “the Consideration
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to be paid to the holders of the Company Shares in the proposed Transaction is fair, from a financial
point of view, to such holders.”

The AAIC Board recommends to Shareholders that they consider the context of their individual
circumstances, needs and objectives, and consider the following supplementary points below that
may, amongst other considerations, be relevant to the assessment of their options:

e Requirements for liquidity or for tax planning purposes or to
otherwise adjust the composition of their investment portfolio in
the short-term.

e Any acceptance of the Offer is irrevocable and any AAIC Shares
forming part of such acceptance will remain locked up in
accordance with the terms of the Offer Document until the closing
of the Offer.

e Only AAIC Shareholders whose shares are not subject to any
Encumbrances may sell their shares.

o If the Offer is concluded, NLGIC will hold 100% of AAIC shares

e Current market conditions and future economic outlook.

Every AAIC Shareholder shall bear the responsibility of obtaining independent professional advice
on whether to accept the Offer and should conduct an appropriate independent evaluation of the
information and assumptions contained in the Offer Document.
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ADDITIONAL INFORMATION
Shareholders

The top shareholders of AAIC are as follows:

Investor Name Investor type | Nationality | No of shares | Holding %
RSA ME Institutional | Bahraini 52,500,000 52.500%
OMINVEST Institutional | Omani 24,299,993 24.300%
Public Authority for Social Insurance | Institutional Omani 9,000,000 9.000%
Khalid Abdullah Ali Al Khalili Individual Omani 8,457,340 8.457%

Source: Muscat Clearing and Depository Company as on 28 November 2022

CMA Approvals
AAIC has received a copy of the CMA approval given to the Offeror dated 23 November 2022
relating to the proposed acquisition of 47.5 per cent of the issued share capital of AAIC by the Offeror.

Other Information and References

Further to the information covered in the Board of Directors’ Report, it is important that Shareholders
also refer to the Takeover and Acquisition Regulations (Decision No. E/2/2019) which is available
from the Capital Markets Authority.

Contact Information
AAIC Shareholders may contact the below contact persons for more information:

Al Ahlia Insurance Company SAOG

Contact: Miron Kibria
Chief Finance Officer
Al Ahlia Insurance Company SAOG
PO Box 751, Postal Code 112, Ruwi, Muscat
Sultanate of Oman
Tel: +9AR 747AARAS

Email:

i Aol gaolill &y
- el 159 S Saapdl pa gl 1EW i a

+APEVI A ails
<TIArEVI VIOl gusla

WOEAY s



& La il
. I Ahlia

AUTHORISATION

The following individuals are authorized to sign the Board of Directors’ Report pursuant to the
resolution of
the AAIC Board:

Sheikh Khalid Al Kh;l/
Chairman of Al Ahligdfisurance Company SAOG

CPDG%\

Director of Al Ahlia Insurance Company SAOG
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