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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
OMAN INTERNATIONAL BANK SAOG

Report on the financial statements

We have audited the financial statements of Omtarriational Bank SAOG (“the Bank”) set out on pagées 47, which
comprise the statement of financial position a8hDecember 2010, and the statements of comprefeemsiome,
changes in equity and cash flows for the year #msted, and notes, comprising a summary of sigmifieacounting
policies and other explanatory information.

Management’s responsibility for the financial statenents

Management is responsible for the preparation amdpiresentation of these financial statementscitoalance with
International Financial Reporting Standards, thscldsure requirements of the Capital Market Autliyjoand the
Commercial Companies Law of 1974, as amended, @nsiuth internal control as management determmegdéessary
to enable the preparation of financial statemérasdre free from material misstatement, whethertddraud or error.

Auditors’ responsibility
Our responsibility is to express an opinion on ¢hfisancial statements based on our audit. Wewtted our audit in
accordance with International Standards on Auditifigpse standards require that we comply with athiequirements
and plan and perform the audit to obtain reasonabtairance about whether the financial statemaetsree from
material misstatement.

An audit involves performing procedures to obtaimit evidence about the amounts and disclosurdgkdrfinancial
statements. The procedures selected depend onudgement, including the assessment of the risksnaferial
misstatement of the financial statements, whetliertd fraud or error. In making those risk assesés) we consider
internal control relevant to the entity’s prepasatand fair presentation of the financial statemé@mnbrder to design audit
procedures that are appropriate in the circumstaré not for the purpose of expressing an opiniothe effectiveness
of the entity’s internal control. An audit also indes evaluating the appropriateness of accoumiitigies used and the
reasonableness of accounting estimates made bygemaeat, as well as evaluating the overall presentatf the
financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basrsour audit opinion.

Opinion

In our opinion, the financial statements preseintyfain all material respects, the financial pasit of the Bank as at 31
December 2010 and its financial performance andagh flows for the year then ended in accordarteInternational
Financial Reporting Standards.

Report on Other Legal and Regulatory Requirements
In our opinion, the financial statements of the Bas at and for the year ended 31 December 201all imaterial
respects, comply with:

» the relevant disclosure requirements of the Capitaket Authority; and
e the Commercial Companies Law of 1974, as amended.

30 January 2011 Khalid Masud Ansari



OMAN INTERNATIONAL BANK SAOG

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDE D 31 DECEMBER 2010

2009
US$'000

104,504
(21,761)
82,743
29,091
111,834
(50,384)
61,450
(8,465)

10,512

US$ 0.061

2010
US$'000

95,065 Interest income
(17,561) Interest expense
77,504 Net interest income

26,644 Other operating income

——

104,148 Total income

(54,078) Other operating expenditure
50,070 Operating profit before provisions
(9,865) Provision for loan impairment

11,621 Impact of recoveries / write back

51,826 Profit before taxation

(6,151) Taxation

45,675 Net profit for the year

Other comprehensive income

509 Net movement in fair value of available
sale investments, net of tax

273 Revaluation of land

338 Effect of currency translation

1,120 Other comprehensive income for the year

46,795 Total comprehensive income for the year

US $ 0.050 Basic earnings per share

Proposed directors’ remuneration

Note

6

3

2010 2009
RO’000 RO’000
36,600 40,234
(6,761) (8,378)
29,839 31,856
10,258 11,200
40,097 43,056
(20,820)  (19.398)
19,277 23,658
(3,798) (3,259)
4,474 4,047
19,953 24,446
(2,368) (2,924)
17,585 21,522

196 1,609

105 -

130 _115

__ 431 1,724
18,016 23,246
RO 0.019 RO 0.024

The notes set out on pages 6 to 47 form an intggralof these financial statements.

Report of the Auditors - page 1.



OMAN INTERNATIONAL BANK SAOG

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2 010

2009 2010 2010 2009
US$'000 US$'000 Note RO’000 RO’000
Assets
278,597 331,060 Cash and balances with central banks 127,458 107,260
467,353 361,538  Treasury bills and certificates of deposit 7 139,192 179,931
62,696 213,122 Due from other banks 8 82,052 24,138
1,596,390 1,660,016 Loans and advances 9 639,106 614,610
80,618 82,416 Investments 10 31,730 31,038
78,143 79,862  Property and equipment 11 30,747 30,085
135,761 273,564  Other assets 12 105,322 52,268
2,699,558 3,001,578 Total assets 1,155,607 1,039,330
Liabilities
216,590 218,169 Due to banks 13 83,995 83,387
1,895,803 2,070,021 Deposits from customers 14 796,958 729,884
142,545 274,159  Other liabilities 15 105,551 54,880
2,254,938 2,562,349 Total liabilities 986,504 868,151
Equity
237,208 237,208  Share capital 16 91,325 91,325
150,101 151,405 Non-distributable reserves 17 58,291 57,789
57,311 50,616 Retained profits 19,487 22,065
444,620 439,229  Total equity 169,103 171,179
2,699,558 3,001,578 Total liabilities and equity 1,155,607 1,039,330
US$ 0.49 US$ 0.48 Net asset per share RO 0.185 RO 0.187
683,839 806,465 Letters of credit and guarantees 18 310,489 263,278

The financial statements on pages 2 to 47 wereoapdr by the Board of Directors on 14 March 2011
and were signed on their behalf by:

REEM OMAR ZAWAWI BIPIN DHARAMSEY NENSEY
CHAIRWOMAN DEPUTY CHAIRMAN

The notes set out on pages 6 to 47 form an intggralof these financial statements.

Report of the Auditors — pages 1.



OMAN INTERNATIONAL BANK SAOG

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 3 1 DECEMBER 2010

Share
capital
RO’000

At 1 January 2009 91,325
Total comprehensive income for the year

Net profit for the year -
Other comprehensive income for the year

Effect of currency translation -

Net movement in fair values -

Net movement in deferred tax liability on fair vetu -
Total other comprehensive income -
Total comprehensive income for the year -
Transfer to legal / statutory reserve -
Transactions with shareholders, recorded directlyn equity

Dividend paid for 2008 -
Total distribution to share holders -
At 31 December 2009 91,325

Total comprehensive income for the year

Net profit for the year
Other comprehensive income for the year
Effect of currency translation
Transfer to asset revaluation reserve
Net movement in fair values
Net movement in deferred tax liability on fair vetu
Total other comprehensive income
Total comprehensive income for the year
Transfer to legal / statutory reserve
Transactions with shareholders, recorded directlyn equity
Dividend paid for 2009 -
At 31 December 2010 91,325

At 31 December 2010 (US$’000) 237,208
At 31 December 2009 (US$'000) 237,208

Note 16
The notes set out on pages 6 to 47 form an intggralof these financial statements.
Report of the Auditors - page 1.

Legal
reserve
RO’000

29,346

Statutory
reserve
RO’000

618

15

15

15

61

o)
=

Investment
revaluation
reserve
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Asset

revaluation Retained

reserve profits

RO’000 RO’000
22,109 26,251
- 21,522

- 107

- 107
- 21,629

- (1,157)

- (24,658)

= (24,658

22,10 22,065
- 17,585
- 119

105 -
105 119
105 17,704
- (190)
- (20,092)
22,214 -19,487
57,426 57,311
17(d)

Total
RO’000

172,591
21,522

115
1,884
(275)

(24,658)

(24,658)
171,179

17,585




OMAN INTERNATIONAL BANK SAOG

STATEMENT OF CASH FLOW S FOR THE YEAR ENDED 31 DECEMBER 2010

2009
US$'000

63,497
3,023

(2,04-7)
(2,745)

(648)

__34

(64,047)
(64,047)

51,502

98,441

F

a1

49,943

2010
US$'000

51,826
2,771

(1,7523)
(2,688)

(55)
(18)
(119)

49,961

(12,029)
15,086
(6,117)

(61,870)

(139,577)

(11,974)

174,218

134,083

141,781

(8,566)

4,806
18
(545)
(571)
(52,187)

52,187
(52,187)

80,457

(€2}

|

49,943

o2

30,400

Note

Profit before taxation

Adjustments for:

Depreciation

Proposed directors’ remuneration

Provision for loan impairment (net of recoveries)
Interest/dividend on investments

Unrealised gains on foreign exchange contracts

and swaps

Profit on disposal of property and equipment
(Gain) / Loss on investments

Operating profit before changes in operating

assets and liabilities

Changes in operating assets and liabilities:
Cash and balances with central banks
Treasury bills and certificates of deposit
Due from other banks

Loans and advances

Other assets

Due to banks

Deposits from customers

Other liabilities

Cash from operations

Income taxes paid

Net cash from operating activities

Investing activities

Purchase of investments

Purchase of property and equipment
Proceeds from redemption of investments
Income received from investments

Proceeds from sale of property and equipment
Effect of currency translation

Net cash (used in) from investing activities

Financing activities
Dividend paid
Net cash used in financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at the beginning of the
year

Cash and cash equivalents at the end of the
year 21

The notes set out on pages 6 to 47 form an intggralof these financial statements.

Report of the Auditors - page 1.

2010 2009
RO’000 RO’000
19,953 24,446
1,067 1,164

(676) (788)
(1,035) (1,057)
(21) (250)
(7) -
(46) 13
19,235 23,528
(4,631) (2,045)
5,808 (5,000)
(2,355) (544)
(23,820) 12,966
(53,737)  (44,249)
(4,610) 13,166
67,074 569
51,622 42,758
54,586 41,149
(3,298) (3,700)
51,288 37,449
(432) (7,500)
(1,583) (1,202)
148 11,655
1,850 4,182
7 -
(210) (98)
220 7,037
(20,092)  (24,658)
(20,092)  (24,658)
30,976 19,828
211,728 191,900
242,704 211,728




OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

1 Legal status and principal activities

Oman International Bank SAOG (the Bank) is an Omani joint stock company, which was incoaped on
1 January 1979, operating as a commercial bankighra network of branches in the Sultanate of Orratia and
Pakistan. The registered address of the head affitee Bank is P.O. Box 1727, CPO Seeb, Postakddd, and
Sultanate of Oman. The Bank has its shares ligtedwscat Securities Market.

2 Summary of significant accounting policies

The principal accounting policies applied in thegaration of these financial statements are sebelaw. These
policies have been consistently applied to allyth@&rs presented.

2.1 Basis of preparation

The financial statements are prepared in accordaitbelnternational Financial Reporting Standardé-RS”), the
disclosure requirements set out in the Rules feclBsure and Proformas issued by the Capital Mak#tority, the
Commercial Company Law of the Sultanate of Oman thiedapplicable regulations of the Central BankOofan
(“CBO"). The financial statements are prepared urde historical cost convention as modified by tiealuation of
land, available-for-sale investment securitiesgstments carried at fair value through profit @sldfinancial assets
and financial liabilities held for trading and d#rivative instruments.

The preparation of financial statements in conftymwith IFRS requires the use of certain criticakcaunting
estimates. It also requires management to exeitsigadgment in the process of applying the Bardc¢sounting
policies. The areas involving a higher degree dfjjuent or complexity, or areas where assumptiodseatimates
are significant to the financial statements areldied in Note 2.22.

2.2 Foreign currencies

2.21  Functional and presentation currency

Items included in the financial statements of eathhe Bank’s entities are measured using the noyef the
primary economic environment in which the Bank apes (the functional currency). The financial staats are
presented in Rial Omani, which is the functionalrency of the primary economic environment in whibk Bank
operates. The United States Dollar amounts showmeifinancial statements have been translated R@hOmani at
the exchange rate of RO 0.385 to each US Dollaraae shown for the convenience of the reader only.

2.2.2  Transactions and balances

Foreign currency transactions are translated inéoftinctional currency using the exchange ratesajlieg at the
dates of the transactions. Foreign exchange gaiddasses resulting from the settlement of suchsaeations and
from the translation at year-end exchange ratesaofetary assets and liabilities denominated inidoreurrencies are
recognised in the statement of income. Translaifferences on non-monetary items, such as eguitéd at fair
value through profit or loss, are reported as pérthe fair value gain or loss. Translation diffieces on non-
monetary items classified as available-for-salaritial assets are included in the other comprebeistome.



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2.2 Foreign currencies (continued)
2.2.3 Trandation of financial statements of overseas branches

The assets and liabilities of the overseas brantieshave a functional currency other than thd Rimani are

translated into Rial Omani at the period-end rafesxchange. The income and expenses of thesseasbranches
are translated into Rial Omani at average exchaaigs for the period. Differences resulting frora thanslation of

the opening net investment in these overseas bearatie taken to other comprehensive income.

2.3 Financial assets

The Bank classifies its financial assets in théofeing categories: financial assets at fair valumagh profit or loss;
loans and receivables; held-to-maturity investmesutsl available-for-sale financial assets. Managgrdetermines
the classification of its financial assets at alitiecognition.

2.3.1 Financial assets at fair value through profit or loss

This category has two sub-categories: financiaktaskeld for trading and those designated at falines through
profit or loss at inception.

A financial asset is classified as held for tradifnig is acquired or incurred principally for thmurpose of selling or

repurchasing in the near term or if it is part gfaatfolio of identified financial instruments thate managed together
and for which there is evidence of a recent agtadtern of short-term profit-taking. Derivativeealso categorised
as held for trading unless they are designateedgihg instruments.

Financial assets and financial liabilities are geated at fair value through profit or loss when:
» doing so significantly reduces measurement inctersises that would arise if the related derivativesre
treated as held for trading and the underlyingrfaial instruments were carried at amortised cost;

e  certain investments, that are managed and evalaatedfair value basis in accordance with a doctietkrisk
management or investment strategy and reporte@yarianagement personnel on that basis are dedigatte
fair value through profit or loss; and

» financial instruments, containing one or more endleedderivatives significantly modify the cash flovese
designated at fair value through profit or loss.

Gains and losses arising from changes in the &irevof derivatives that are managed in conjunatiith designated
financial assets or financial liabilities are inddd in ‘other operating income’.

2.3.2 Loansand receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahatequoted in
an active market, other than: (a) those that thekHatends to sell immediately or in the short-tenuhich are
classified as held for trading, and those thaBhek upon initial recognition designates as atValue through profit
or loss; (b) those that the Bank upon initial redtign designates as available-for-sale; or (cséhéor which the
Bank may not recover substantially all of its liinvestment, other than because of credit desian.

2.3.3 Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivatfinancial assets with fixed or determinable paymend fixed
maturities that the Bank’s management has theipesittention and ability to hold to maturity.



OMAN INTERNATIONAL BANK SAOG
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2 Summary of significant accounting policies (contiued)
2.3 Financial assets (continued)
2.3.4 Available-for-sale financial assets

Available-for-sale financial assets are those idéehto be held for an indefinite period of time jethmay be sold in
response to needs for liquidity or changes in @gerates, exchange rates or equity prices.

2.3.5 Initial and subsequent measurement

Regular-way purchases and sales of financial aasé#r value through profit or loss, held-to-ntétyuand available-
for-sale are recognised on trade-date, the dateharh the Bank commits to purchase or sell thetasse

Financial assets are initially recognised at failue plus transaction costs for all financial assett carried at fair
value through profit or loss. Financial assetsiedrat fair value through profit or loss are irl{iaecognised at fair
value, and transaction costs are expensed in #tenstnt of income. Financial assets are derecabmiben the
rights to receive cash flows from the financialeassave expired or where the Bank has transfeubdtantially all
risks and rewards of ownership. Financial lialghtiare derecognised when they are extinguishedt-isthwhen the
obligation is discharged, cancelled or expires.

Available-for-sale financial assets and financisdets at fair value through profit or loss are sgbently carried at
fair value. Loans and receivables and held-to-nitgtimvestments are carried at amortised cost u#iegeffective
interest method. Gains and losses arising fromgdmin the fair value of the financial assets atvalue through
profit or loss category are included in the stateingd income in the period in which they arise. i&aand losses
arising from changes in the fair value of availafolesale financial assets are recognised in otoenprehensive
income, until the financial asset is derecognisednpaired. At this time, the cumulative gain osdopreviously
recognised in other comprehensive income is resegdnin profit or loss.

The fair values of quoted investments in activekaer are based on current bid prices. If thereiagtive market
for a financial asset, the Bank establishes fdinesaising valuation techniques. These include Heeaf recent arm’s
length transactions, discounted cash flow analygsion pricing models and other valuation techagjgommonly
used by market participants.

2.3.6  Fair value hierarchy

The Bank measures fair values using the followaigvalue hierarchy that reflects the significan€éhe inputs used
in making the measurements:

Level 1: Quoted market price (unadjusted) in anvacanarket for an identical instrument. Fair valudginancial
assets and financial liabilities that are tradedhdétive markets are based on quoted market priceaer price
guotations.

Level 2: Valuation techniques based on observaipets, either directly (i.e., as prices) or indike¢i.e., derived
from prices). This category includes instrumenthied using: quoted market prices in active marketssimilar

instruments; quoted prices for identical or simitestruments in markets that are considered less dletive; or other
valuation techniques where all significant inputs directly or indirectly observable from marketala

Level 3: Valuation techniques using significant lnservable inputs. This category included all insieats where the
valuation technique includes inputs not based aenfable data and the unobservable inputs haymdicant effect
on the instrument’s valuation. This category in€elsidnstrument that are valued based on quotedspficesimilar
instruments where significant unobservable adjustsner assumptions are required to reflect diffeesrbetween the
instruments.



OMAN INTERNATIONAL BANK SAOG
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2 Summary of significant accounting policies (contiued)
2.3 Financial assets (continued)
2.3.6 Fair value hierarchy (continued)

The Bank uses widely recognized valuation modefsdietermining the fair value of common and morepséen
financial instruments, like interest rate swapd omward foreign exchange contract that use obseovable market
data and require little management judgment arnichatsbn. Observable prices and model inputs arallysavailable
in the market for listed debt and equity securjteechange traded derivatives and simple overdheter derivatives
like interest rate swaps.

2.4 Derivative financial instruments

Derivatives are initially recognised at fair valoe the date on which a derivative contract is euténto and are
subsequently re-measured at their fair value. ¥alines are obtained from quoted market prices fiveaenarkets,
including recent market transactions, and valuatemhniques, including discounted cash flow modeld options
pricing models, as appropriate. All derivatives eaeried as assets when fair value is positiveamnliabilities when
fair value is negative.

25 Offsetting

Financial assets and liabilities are offset andnfteamount reported in the statement of finarmigition when there
is a legally enforceable right to offset the redsgd amounts and there is an intention to settle oet basis, or
realise the asset and settle the liability simatarsly.

2.6 Cash and cash equivalents

For the purposes of the cash flow statement, cadltash equivalents comprise balances with lessttitae months’
maturity from the date of acquisition, includingshaand non-restricted balances with central ban&asury bills and
other eligible bills, amounts due from other baakd short-term government securities.

2.7 Treasury bills

Treasury bills are classified as held for tradimgas loans and receivables. Treasury bills acquivedienerating a
profit from short-term fluctuations in price or dexés margin are classified as held for trading atieer treasury bills
are classified as loans and receivables. Treadlisyheld for trading are stated at their fair valbased on quoted
market prices or amounts derived from cash flow elgdJnrealised gains and losses arising from ataigthe fair

value of treasury bills classified as held for tngdare recognised in the statement of income &g dhnise. Treasury
bills classified as loans and receivables are étatt¢heir amortised cost.

2.8 Due from banks and money market placements

These are stated at amortised cost using the igfeaterest method, less any amounts written off provision for
impairment.



OMAN INTERNATIONAL BANK SAOG
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2 Summary of significant accounting policies (contiued)
2.9 Property and equipment

All property and equipment except freehold landsteded at historical cost less depreciation. Histbcost includes
expenditure that is directly attributable to thejaisition of the items. Revaluation of freeholddais carried out
every three years on an open market value bas@nbiydependent professional valuer. Net surplusisig on
revaluation are credited to a revaluation reseexeept that a revaluation increase is recognizeth@sne to the
extent that it reverses a revaluation decreaskeo§ame asset previously recognized as an expéndecrease as a
result of a revaluation is recognized as an expesmeeept that it is charged directly against argtegl revaluation
surplus to the extent that the decrease does meedxthe amount held in the revaluation surplugsépect of that
asset. On disposal the related revaluation surjgusansferred directly to retained earnings. $fars from
revaluation surplus to retained earnings are natentrough statement of income.

Subsequent costs are included in the asset’'s ngreyinount or are recognised as a separate assgtpespriate,
only when it is probable that future economic bégsefssociated with the item will flow to the Baakd the cost of
the item can be measured reliably. All other repaird maintenance are charged to other operatjpensgs during
the financial period in which they are incurred.

Land is not depreciated. Depreciation is calculateas to write off the cost of property and eq@ptnother than
freehold land, less their estimated residual valoesa straight-line basis over the estimated lidigks of the assets
concerned. Capital work-in-progress is not dejitedi until the assets are ready for use. The panhtives adopted
for this purpose are:

Freehold buildings 25 years
Equipment, furniture and fixtures 5 years
Motor vehicles 3 -5years
Computer software and equipment 3-5years

Leased property is amortised over 20 years ohdfter, the period of the lease. Improvementsdsdd property are
amortised over five years.

The assets’ residual values and useful lives anewed, and adjusted if appropriate, at each setémf financial

position date. Assets that are subject to amoidisadre reviewed for impairment whenever eventshanges in
circumstances indicate that the carrying amount nwybe recoverable. An asset’'s carrying amounitrigen down

immediately to its recoverable amount if the assedirrying amount is greater than its estimatedwe@ble amount.
The recoverable amount is the higher of the asf#t'salue less costs to sell and value in use.

Gains and losses on disposals are determined bgarorg proceeds with carrying amount. These ar@decl in the
statement of income.

2.10 Sale and purchase agreement
Securities sold subject to linked repurchase ageetsr('repos’) are retained in the financial statgmas investment
securities and the counter party liability is irdsd in amounts due to banks. Securities purchaseer agreements

to resell (‘'reverse repos'’) are recorded as dum @ther banks. The difference between sale andckase price is
treated as interest and accrued over the lifeeofeépo agreement using the effective yield method.

10



OMAN INTERNATIONAL BANK SAOG
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2 Summary of significant accounting policies (contiued)

2.11  Impairment of financial assets
2.11.1 Assetscarried at amortised cost

The Bank assesses at each statement of finanag#igmodate whether there is objective evidence #héinancial

asset or group of financial assets is impaired.finAncial asset or a group of financial assetsmpaired and

impairment losses are incurred if, and only if,réhes objective evidence of impairment as a restibne or more
events that occurred after the initial recognitafnthe asset (a ‘loss event’) and that loss eventyents) has an
impact on the estimated future cash flows of tmarfcial asset or group of financial assets that lwameliably

estimated.

The Bank first assesses whether objective evidefdepairment exists individually for financial ats that are
individually significant, and individually or coligively for financial assets that are not indivilpaignificant. If the
Bank determines that no objective evidence of immpaint exists for an individually assessed finanaglet, whether
significant or not, it includes the asset in a graf financial assets with similar credit risk caeteristics and
collectively assesses them for impairment. Asts are individually assessed for impairment amdvfhich an
impairment loss is or continues to be recognisechat included in a collective assessment of inmpaiit.

If there is objective evidence that an impairmer#sion loans and receivables carried at amortiestihas been
incurred, the amount of the loss is measured aglifference between the asset’s carrying amountthadresent
value of estimated future cash flows (excludingufetcredit losses that have not been incurred)odiged at the
financial asset’s original effective interest rate.

2.11.2 Assetscarried at fair value

The Bank assesses at each statement of finang#lgmodate whether there is objective evidence shfinancial
asset or a group of financial assets is impairedthe case of equity investments classified aslabla-for-sale, a
significant or prolonged decline in the fair valokthe security below its cost is considered iredetning whether
the assets are impaired. If any such evidencesefas available-for-sale financial assets, the clative loss —
measured as the difference between the acquigsibehand the current fair value, less any impaitniess on that
financial asset previously recognised in profilass — is removed from other comprehensive inconakracognised
in the statement of income. Impairment lossesgeised in the statement of income on equity insémts are not
reversed through the statement of income. If, Bubsequent period, in the case of debt instrurdlassified as
available for sale, the fair value increases amdirtirease can be objectively related to an evenirang after the
impairment loss was recognised in the statemeimtooime, the impairment loss is reversed throughstatement of
income.

Assets that have an indefinite useful life aresuddject to amortisation and are tested annuallinfpairment. Assets
that are subject to amortisation are reviewed figuairment whenever events or changes in circumstaimdicate
that the carrying amount may not be recoverableinfpairment loss is recognised for the amount bigkwvthe asset's
carrying amount exceeds its recoverable amount.rébeverable amount is the higher of an assetisviue less
costs to sell and value in use. For the purposassefssing impairment, assets are grouped atthetlevels for which
there are separately identifiable cash flows (aqgterating units). Non-financial assets other thaadwill that

suffered an impairment are reviewed for possiblersal of the impairment at each reporting date.

2.12  Borrowings
Borrowings are recognised initially at fair valuet of transaction costs incurred. Borrowings atesequently stated

at amortised cost; any difference between proceetlsf transaction costs and the redemption valuedognised in
the statement of income over the period of thedwaimgs using the effective interest method.

11



OMAN INTERNATIONAL BANK SAOG
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2 Summary of significant accounting policies (contiued)

2.13  Deposits

All money market and customer deposits are recednisitially at fair value being consideration riseel and
subsequently stated at amortised cost.

2.14 End of service benefits and leave entitlement

End of service benefits are accrued in accordaritte tve terms of employment of the Bank's employaethe

statement of financial position date, having regarthe requirements of the relevant labour lawthefcountries in
which the Bank operates. Employee entitlementntaual leave are recognised when they accrue ttogegs and
an accrual is made for the estimated liability donual leave as a result of services rendered Ipyogees up to the
statement of financial position date.

Contributions to a defined contribution retiremefdn for Omani employees in accordance with the @rSacial
Insurance Scheme are recognised as an expengestatament of income.

2.15 Provisions

Provisions for legal claims are recognised whee:Bank has a present legal or constructive obtigadis a result of
past events; it is more likely than not that anflout of resources will be required to settle thdigdtion; and the
amount has been reliably estimated.

2.16 Interest income and interest expense

Interest income and expense for all interest-bgafimancial instruments, except for those clasgifees held for
trading or designated at fair value through profitloss, are recognised within ‘interest incomad dinterest
expense’ in the statement of income using the @ffeinterest method.

The effective interest method is a method of calking the amortised cost of a financial asset financial liability
and of allocating the interest income or interegtemse over the relevant period. The effectiverésterate is the rate
that exactly discounts estimated future cash patsrarreceipts through the expected life of thariitial instrument
or, when appropriate, a shorter period to the aetylng amount of the financial asset or finandi@bility. When
calculating the effective interest rate, the Bastineates cash flows considering all contractuahgeof the financial
instrument but does not consider future creditdesshe calculation includes all fees paid or nemibetween
parties to the contract that are an integral pithe effective interest rate, transaction costsahother premiums or
discounts.

Contractual interest is recognised unless colléitabs in doubt. Interest on interest bearingdittial assets
classified as held for trading or at fair valueotlngh profit or loss is recognised on an accruakkbas

2.17 Fee and commission income

Fees and commissions are generally recognised oacamial basis when the service has been providean
commitment fees for loans that are likely to bewdradown are deferred (together with related diadts) and
recognised as an adjustment to the effective isteage on the loan.

2.18 Dividend income

Dividends are recognised in the statement of congirgive income once notice of entitlement is resmbiv

12



OMAN INTERNATIONAL BANK SAOG
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2 Summary of significant accounting policies (contiued)
2.19 Taxation

Income tax on the profit or loss for the year cosgs current and deferred tax. Income tax is neised in the
statement of income except to the extent thatates to items recognised directly in equity oother comprehensive
income.

Provision for Oman taxation has been made on tlsés b the rates applicable to an Omani Public tJ8hock
company. Taxation on the overseas operations \8d®0d on the basis of the relevant taxation lawthefcountries in
which the Bank operates.

Deferred income tax is provided in full, on tempgralifferences between the carrying amounts of tasaad
liabilities for financial reporting purposes ande thmounts used for taxation purposes (the tax bad® amount of
deferred tax provided is based on the expected enavfinrealisation or settlement of the carrying amtoof assets
and liabilities, using tax rates enacted or suliistally enacted at the statement of financial positdate. The
principal temporary differences arise from depréaiaof property and equipment, provisions, taxséss carried
forward and unrealised gains or losses on invedinen

A deferred tax asset is recognised only to thengxteat it is probable that future taxable profiti#l be available
against which the asset can be utilised. Defemardassets are reduced to the extent that it lsmger probable that
the related tax benefit will be realised.

2.20  Operating segment reporting

An operating segment is a component of the Bankehgages in business activities from which it reayn revenues
and incur expenses, including revenues and expethsésrelate to transactions with any of the Bangther
components, whose operating results are reviewgdlady by the Business Committee to make decisiainsut
resources allocated to the segment and asses®ritrpance, and for which discrete financial infation is
available. Segment results that are reported t@tisness Committee include items directly attréle to a segment
as well as those that can be allocated on a rebobasis. Unallocated items comprise mainly camomassets
(primarily the Bank’s headquarters), head officpenses, and income tax assets and liabilities.

Segment capital expenditure is the total cost mcliduring the period to acquire property and emeipt, and
intangible assets other than goodwill.

2.21  Fiduciary activities

Assets and income arising thereon together witttedl undertakings to return such assets to cussoanerexcluded
from these financial statements where the Bankiaadiduciary capacity such as nominee, trusteggent.

2.22  Critical accounting estimates and judgments
The key assumptions concerning the future and oklgrsources of estimating uncertainty at the state of

financial position date, that have a significaskrof causing a material adjustment to the carrgimpunts of assets
and liabilities within the next financial year atiscussed below:

13



OMAN INTERNATIONAL BANK SAOG
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2 Summary of significant accounting policies (contiued)
2.22Critical accounting estimates and judgments (contines)
I mpairment losses on loans and advances

The Bank reviews its non performing loans and adearat each statement of financial position datssess whether
a provision for impairment should be recorded ia shatement of income. In particular, consider@ldigement by
management is required in the estimation of theuarnand timing of future cash flows when deterninihe level of
provisions required. Such estimates are necegdmased on assumptions about several factors imgpharying
degrees of judgment and uncertainty and actualtsasay differ resulting in future changes to spcbwvisions.

Collective impairment provisions on loans and advances

In addition to specific provisions against indivadly significant loans and advances, the Bank alakes a collective
impairment provision against loans and advancestwtilthough not specifically identified as requiria specific
provision, have a greater risk of default than wieeiginally granted. This collective provision isaded on any
deterioration in the internal grade of the loarcsiiit was granted. The amount of the provisiobdsed on the
historical loss pattern for loans within each gradd is adjusted to reflect current economic change

2.23 Fair value

The methods and assumption used in estimatingaihevdlue of financial assets and liabilities ameliided in note
20.

2.24  Acceptance

Acceptances are disclosed on the statement of dialaposition under other assets with correspondiability
disclosed under other liabilities.

2.25 Director’s remuneration

The Directors’ remuneration is governed as setirotlie Memorandum of Association of the Bank, tlmmthercial
Companies Law and the Capital Market Authority.

The Annual General Meeting approve the remuneration the sitting fees for the Board Directors atsdsiub-
committees provided that such fees shall not ex&8édf the annual net profit after deduction of kbgal reserve
and the optional reserve and the distribution efdéinds to the shareholders provided that suchdkal not exceed
RO 200,000. The sitting fee for each director dussexceed RO 10,000 in one year.

2.26 Dividend distribution

The Board adopts a prudent dividend policy, whiomplies with regulatory and prudential requiremegplicable
in the Sultanate of Oman. Net profit of the Bankdistributed in accordance with the Bank's Memorandof
Association and subject to the approval of the GBI@ the shareholders.

2.27  New standard and interpretations not yet adopted

A number of new standards, amendments to standadisnterpretations are not yet effective for tearyended 31
December 2010, and have not been applied in prepthriese financial statements. None of these wilehan effect
on the financial statements of the company, with élxception of IFRS 9 Financial Instruments, puigld on 12
November 2010 as part of phase | of the IASB’s cahensive project to replace IAS 39, deals witlsgifecation

and measurement of financial assets. The requinsnanthis standard represent a significant chaingm the

existing requirements in IAS 39 in respect of ficiah assets. The standard contains two primary oneasent

categories for financial assets: amortised costfaind/alue. The standard eliminates the existifsg§ B9 categories of
held to maturity, available for sale and loans eeativables.

The standard is effective for annual periods bagmon or after 1 January 2013. Earlier applicatiopermitted.

14
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

3 Analysis of other operating income and expendit
2009 2010
US$'000 US$'000

Other operating income

17,470 15,421 Fee and commission income
4,636 4,242 Exchange income
(34) 119 Gain/ (loss) on investments
179 413 Dividend income
6,840 6,449 Other income
29,091 26,644
Other operating expenditure
Staff costs:
257 288 End of service benefits
1,179 1,252 Social security and defined contribution plan c
27,364 29,771  Salaries and other staff costs
28,800 31,311
4,397 5,005 Occupancy costs
3,023 2,771 Depreciation
Other operating costs:
2,927 2,793 Advertisement and publicity
1,899 2,192 Communication
1,239 1,956 Insurance
3,054 3,073 Repairs and maintenance
5,045 4,977 Others
50,384 54,078
4 Impact of recoveries / write back
2009 2010
US$'000 US$'000
5,153 5,351 Provision for loan impairment
3,117 3,496 Reserved interest
2,242 2,774 Technically transferred to memorandum accoui
10,512 11,621
5 Taxation

The taxation charge for the year is as follows:

2009 2010
US$'000 US$'000
Oman taxation
7,712 6,169 - current
(117) (18) - deferred
7,595 6.151

15

2010
RO’000

5,937
1,633
46
159
2,483
10,258

111
482
11,462
12,055
1,927
1,067

1,075
844
753

1,183

1916

20,820

2010
RO’000

2,060
1,346
1,068
4474

2010
RO’000

2009
RO’000

6,726
1,785
(13)

69
2,633
11,200

99
454
10,535
11,088
1,693
1,164

1,127
731
477

1,176

1.942

19,398

2009
RO’000

1,984
1,200
_863
4,047

2009
RO’000

2,969

(45)
2,924



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

5 Taxation (continued)

Income tax for the Oman operations has been asséssall years up to 2004; all subsequent yeagssabject to
agreement with the Tax Authorities.

Income tax for the Indian operations has been dgi@eall years to 31 March 1989; all subsequentryare subject
to agreement by the Tax Authorities. In the taxeassents in respect of these years, the Tax Ati®tiave not
recognised certain exemptions claimed by the Beagylting in a tax demand of approximately RO 368,@hich
has not been provided in the financial statemdrite. Bank has lodged an appeal with the Tax Autiesritontesting
the above decision. The Management believes thapeal will be successful.

Income tax for the Pakistan operations is yet tcapeeed for any period since commencement of dpestThe
Bank has lodged an appeal with the High Court afjaie assessments for the years 1996 to 2000.

The tax rate applicable to the Bank in Oman is 12009 - 12%). For the purpose of determining tixestgpense for
the year, the accounting profit has been adjugiethk purposes. Adjustments for tax purposes deitems relating
to both income and expense. After giving effecthtese adjustments, the average effective tax sagstimated to be
11.90% (2009 - 11.96 %).

The difference between the applicable tax rate$28b and the effective tax rate of 11.90% arises tduthe tax
effect of income not considered to be taxable aqubeses that are not considered to be deductibke afijustments
are based on the current understanding of theimxilstws, regulations and practices.

Deferred tax asset has been computed at the @efd2% (2009 - 12%).

6 Basic earnings per share

Basic earnings per share is calculated by dividiveg profit attributable to the shareholders, beieg profit for the
year, by the weighted average number of sharessirej as follows:

2009 2010 2010 2009
913,257 913,257 Weighted average number of shares in issue (' 913,257 913,257
55,902 45,675 Net profit for the year (US$'000 / RO’000) 17,585 21,522

0.061 0.050 Basic earnings per share (US$ / RO) 0.019 0.024

No figure for diluted earnings per share has baesgnted as the Bank has not issued any instruméith would
have an impact on earnings per share when exercised
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

7 Treasury bills and certificates of deposit
2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
467,353 361,538 Certificates of deposit 139,192 179,931
467,353 361,538 139,192 179,931
8 Due from other banks
2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
50,036 193,927 Placements 74,662 19,264
12,660 19,195 Others 7,390 4,874
62,696 213,122 82,052 24,138
9 Loans and advances
2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
197,081 194,075 Overdrafts 74,719 75,876
1,567,616 1,653,449 Loans 636,578 603,532
16,582 14,387 Bills discounted/purchased 5,539 6,384
1,781,279 1,861,911 Gross loans and advances 716,836 685,792
(81,678) (85,878) Provision for loan impairment (33,063) (31,446)
(103,211) (116,017) Reserved interest (44.667) (39,736)
1,596,390 1.660.016 Loans and advances (net) 639,106 614,610

CBO requires provision for loan impairment to bada on the basis of the higher of provision aslpernational
Accounting Standards (IAS) 39 — Financial InstruteeRecognition and Measurement and as per CBOsoma
portfolio basis on the non-performing loans.

CBO also requires as per circular BM 977 a genkxah loss provision to cover expected losses, vd®eiERS
requires collective impairment based on incurrestés. As per BM 977, the financial statements dela general
provision of RO 5.7 million which is based on ampested loan loss provisioning model developed byBank. The
collective impairment provision as required und&s 139 based on an incurred loss model developetthdoyBank
amounts to RO 2.46 million.

The movement on the provision for loan impairmanirty 2010 is analysed as follows:

Specific General Total Total
provision provision provision provision
RO’000 RO’000 RO’000 US$'000
At 1 January 25,651 5,795 31,446 81,678
Currency translation effect on opening balance 4) 2 (6) (16)
Provided during the year 3,792 6 3,798 9,865
Released during the year:
- due to recoveries (1,678) - (1,678) (4,358)
- due to write back (327) (55) (382) (992)
Written off during the year (115) _ - (115) (299)
At 31 December 27,319 5,744 33,063 85,878
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010
9 Loans and advances (continued)

The movement on the provision for loan impairmenirty 2009 is analysed as follows:

Specific General Total
provision provision provision
RO’000 RO’000 RO’000
At 1 January 23,986 6,196 30,182
Currency translation effect on opening balanc (20) (2) (11)
Provided during the year 3,255 4 3,259
Released during the year:
- due to recoveries (2,170) - (1,170)
- due to write back (410) (404) (814)
At 31 December 25,651 5,795 31,446
The movement on reserved interest during the weanalysed as follows:
2009 2010 2010
US$'000 US$'000 RO’000
86,654 103,211 At 1 January 39,736
19,674 18,222 Unrecognised during the year 7,016
Transfer to the statement of comprehensive
(3,117) (3,496) income (1,346)
- (1,920)  Written-off during the year (739)
103,211. 116,017 At 31 December 44,667

Total
provision
US$'000

78,395
(29)
8,465

(3,039)

(2,114)
81,678

2009
RO’000

33,362
7,574

(1,200)

39,736

At 31 December 2010, loans and advances on whiehmest has not been accrued amounted to RO 77l®&mil
(2009 — RO 72.3 million). Government soft loans antong to RO 3.4 million (2009 - RO 4.3 million)navhich the
principal is guaranteed and part of interest sexviby the Government of the Sultanate of Oman,irapaired.
Adequate provision for impairment is made for tloetion of interest not serviced by the customers.

10 Investments
2009 2010
US$'000 US$'000
26,533 26,424 Held-to-maturity
54,085 55,992 Available-for-sale
80,618 82,416

18

2010
RO’000

10,173
21,557
31,730

2009
RO’000

10,215
20,823
31,038



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

10 Investments (continued)

Investments classified as held-to-maturity arectlews:

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
13,511 12,689 Quoted — Oman Government securities 4,885 5,203
12,455 13,169 Quoted - Foreign Government securities 5,070 4,794
567 566 Quoted - Other securities, Oman 218 218
26,533 26,424 10,173 10,215

Available-for-sale investments are as follows:

2009 2010 2010 2009
US$'000 US$'000 Costof: RO’000 RO’000
9,036 9,390 Quoted - Foreign Government securities 3,615 3,479
3,000 3,301 Quoted - Equity and other securities, Oman 1,271 1,155
29,122 29,706 Unquoted investments 11,437 11,212
41,158 42,397 16,323 15,846
Revaluation gains/(losses) of:

(1,094) (1,348) Quoted - Foreign Government securities (519) (421)
4,655 3,875 Quoted - Equity and other securities, Oman 1,492 1,792
9,366 11,068 Unguoted investments 4,261 3,606

54,085 55,992 21,557 20,823

Details of the Bank’s investments for which the Barholding exceeds 10% of the market value ofritestments
portfolio are :

% of Market value Cost

Overall  Number of 2010 2010

portfolio securities RO’000 RO’000

Investment Stabilisation Fund — Oman 29 7,228,957 9,202 7,500

At 31 December 2010, available-for-sale investméenthie amount of RO 20.04 million (2009 — RO 19rBH#lion)
are measured using Level I, RO 0.68 million (200R© 0.69 million) are measured using Level Il and B.84
million (2009 — RO 0.59 million) are stated at cost
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2010

11  Property and equipment:

The movement in property and equipment during e s as follows:

Freehold Leasehold Equipment,
land and property and

furniture

Motor  Computer

Capital
work in

buildings improvements and fixtures vehicles equipment progress  Total
RO’000 RO’000 RO’000 RO'000 RO’000 RO’000 RO’000

Cost / Valuation
1 January 2010 32,557 2,683 7,305 856 12,958 526 56,885
Currency translation effect on

opening balances 88 Q) 7 - 10 - 104
Revaluation reserve 105 - - - - - 105
Additions - 55 310 56 496 666 1,583
Disposals - - (25) - (75) - (100)
31 December 2010 32,750 2,737 7,597 912 13,389 1,192 58,577
Depreciation
1 January 2010 4,606 2,564 6,695 812 12,123 26,800
Currency translation effect on

opening balances 46 - 8 9 - 63
Charge for the year 286 45 253 39 444 - 1,067
Disposals - - (25) - (75) - (100)
31 December 2010 _4,938 2,609 6,931 851 12,501 - 27,830
Net book value
31 December 2010 27,812 128 666 61 888 1,192 30,747
31 December 2010 72,238 335 1,729 158 2,306 3,096 79,862

(US$000)

Freehold land owned by the Bank is revalued asldd&ember 2010, by independent professional valnespen
market basis. The aggregate increase in value wasORO05 million. Surplus on revaluation was cretlite

revaluation reserve in equity.

If freehold land had been carried at cost, theyoagramount of freehold land and buildings wouldvénebeen
RO 5,598,000 (2009: RO 5,842,000).
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

11  Property and equipment (continued)

The movement in property and equipment for the 2689 is as follows
Freehold Leasehold Equipment,

land and property and furniture and Motor
vehicles
RO’000

Cost /Valuation
1 January 2009

Currency translation

effect on opening
balances
Additions
Disposals
31 December 2009

Depreciation
1 January 2009

Currency translation

effect on opening
balances
Charge for the year
Disposals
31 December 2009

Net book value
31 December 2009

31 December 2009
(US$'000)

12 Other assets

2009 2010
US$'000 US$'000
1,096 1,647
291 312
2,143 2,231
3,158 335
11,722 15,673
117,351 253,366
135,761 273,564

13 Due to banks

buildings improvements fixtures
RO’000 RO’000 RO’000
32,496 2,615 6,966
(4) 1

72 350

- - (12)
32,557 2,683 7,305
4,299 2,525 6,454
(3) 1

42 251

- - (11)
4,606 2,564 6,695
27,951 119 610
72,600 10 1,584

2009 2010
US$'000 US$'000

11,278 -
150,229 150,496

55,083 67,673
216,590 218,169

Prepaid taxes
Deferred tax asset
Other prepayments

Derivative trading assets (note 18 (d))

857

1)

1)
65

(00}
[y
N

IS

H
(Y
~

Cheques for collection and others

Acceptances

Bank borrowings

Syndicated borrowings

Others

21

Capital
Computer work in

equipment progress  Total
RO’000 RO000 RO’000
12,685 23 55,642
3 - 53
270 503 1,202
_c _c (12)
12,958 526 56,885
11,594 - 25,620
4 - 27
525 - 1,164
- - (11)
12,123 - 26,800
835 526 30,085
2,169 1,366 78,143

2010 2009

RO’000 RO’000
634 422

120 112

859 825

129 1,216

6,034 4,513
97,546 45,180
105,322 52,268

2010 2009

RO’000 RO’000

- 4,342

57,941 57,838
26,054 21,207
83,995 83,387
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

14  Deposits from customers

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
566,561 636,327  Current 244,986 218,126
812,587 842,400  Savings 324,324 312,846
277,223 269,901 Time deposits 103,912 106,731
239,432 321,393  Others 123,736 92,181

1,895,803 2,070,021 796,958 729,884

15 Other liabilities

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
7,821 5,423  Provision for income tax 2,088 3,011
1,124 1,328  Deferred tax liability 511 433
1,804 1,776  End of service benefits 684 695
5,110 5,300 Accrued expenses 2,040 1,968
2,530 668 Derivative trading liabilities (note 18 (d)) 257 974
6,805 6,298  Others 2,425 2,619
117,351 253,366  Acceptances 97,546 45,180
142,545 274,159 105,551 54,880

As per the directives of the Capital Market Auttp(iICMA) the amount of unpaid dividend which is stainding
for more than six months is required to be tramstéto the Investors’ Trust Fund established byGMA. The
unpaid dividend amounting to RO 44,119 (2009 — R&82) outstanding for more than six months hasibee
transferred to the Investors’ Trust Fund duringaber 2010.

The movements in end of service benefits liabdity as follows:

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
1,616 1,804 At 1 January 695 622
257 288 Charge for the year 111 99
(69) (316) Paid during the year (122) (26)
1,804 1,776 At 31 December 684 95

16  Share capital

The share capital of the Bank is divided into 953,280 fully paid shares of RO 0.100 each (2009.3;257,180
shares of RO 0.100 each) against the authorised shaital of 2000 million shares of RO 0.100 each.

Dr Omar Bin Abdul Muniem Al Zawawi, the Bank's foder, holds 91,965,660 shares (2009 — 91,965,660)
personally, and this is the only single shareh@dimexcess of 10%.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
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17 Reserves

Non-distributable reserves

(@ Legal reserve

In accordance with the Commercial Companies Lawwian 1974, annual appropriations of 10% of theipfof
the year, before Directors’ remuneration, are ntadée legal reserve until the accumulated balarficke reserve is
equal to one-third of the value of the Bank’s pajdshare capital. No transfer has been made dthengear to legal
reserve as the legal reserve equals to one-thittheoBank’s paid up share capital (2009 — RO 1{@8®, This
reserve is not available for distribution.

(b) Satutory reserve

Regulations issued on 30 September 2000 by th@@iythegulating the banking activities in India, Wwhich certain
branches operate, require the branches to appe@%86 of their profits for the year to a statutoggerve, which is
not distributable without the prior permission bétregulatory authority. An earlier regulation sdwn 27 March
1989, required the branches in India to approp288% of their profits to a statutory reserve utité year 2000. In
this respect an amount of RO 190,000 has beerféragd to statutory reserve during the year (20B®-61,000).

(¢  Investment revaluation reserve
Investments revaluation reserve represents fairevelhanges in available-for-sale financial assets.

(d)  Asset revaluation reserve

Asset revaluation reserve represents net surpigg@ron revaluation of freehold land and is notikable for
distribution.

18  Contingent liabilities, commitments and derivatves

(8) Letters of credit, guarantees and other commitments

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
167,551 359,070  Letters of credit 138,242 64,507
516,288 447,395  Guarantees and performance bonds 172,247 198,771
683,839 806,465 310,489 263,278

(b)  Undrawn loan commitments

At 31 December 2010, the Bank had undrawn irrevieckdan commitments amounting to RO 9.5 million G20
RO 10.9 million).

(c) Capital commitments

At 31 December 2010, there were capital commitmamsunting to RO 5,759,000 (2009 — RO 1,824,000)

(d) Derivatives

In the ordinary course of business the Bank eritéosvarious types of transactions that involveiddive financial

instruments. A derivative financial instrumentasfinancial contract between two parties where paym are
dependent upon movements in the price in one oemaderlying financial instruments, reference m@teéndex.

Derivative instruments include forwards, futuresaps and options.

The table below sets out the positive and negdtiirevalues of derivative financial instrumentsgether with the

notional amounts analysed by the term to maturitjie notional amount is the amount of a derivativaiderlying
asset, reference rate or index and is the basis whizh changes in the value of derivatives aresuesl.
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18 Contingent liabilities, commitments and derivativegcontinued)

(d) Derivatives (continued)

The notional amounts indicate the volume of tratisas outstanding at the year end and are neitltlicative of the
market risk nor the credit risk.

Forward foreign exchange contract are measured Wswel | and interest rate swaps are measured Lswvel Il of
fair value hierarchy.

31 December 2010: Notional amounts by term to
maturity
Positive Negative Notional
fair fair amount Up to >1-3 >3-5
value value Total 1 year years years

RO 000 RO 000 RO 000 RO 000 RO 000 RO 000
Derivatives held for trading:

Forward foreign exchange 129 257 130,655 50,773 79,882 -
contracts
Interest rate caps - - 370 370 -
129 257 131,025 51,143 79,88

Ul
H
)
N
(e}
w
©
)
@)
\‘
IS
o
o

US$ 000 335 68 340,32

31 December 2009:
Notional amounts by term to

maturity
Positive  Negative Notional

fair fair amount Up to >1-3 >3-5

value value Total 1 year years years

Derivatives held for trading RO 000 RO 000 RO 000 RO 000 ROO000 RO 000

Interest rate swaps 360 285 20,041 20,041 - -

Forward foreign exchange 856 689 128,177 119,943 327 7,907
contracts

Interest rate caps - - 1,109 1,109 - -

1,21¢€ 974 149,327 141,093 327 7,907

US$ 000 3,158 2,530 387,863 366,476 850 20,537

Derivative product types

Forwards and futures are contractual agreemengsthier buy or sell a specified currency, commodityfinancial
instrument at a specific price and date in therfutuForwards are customised contracts transantéiuei over-the-
counter market. Foreign currency and interest fateres are transacted in standardised amounteeguiated
exchanges and are subject to daily cash marginiresgents. Forward rate agreements are effectitadlgr-made
interest rate futures which fix a forward rate mterest on a notional amount, for an agreed pefdine starting on

a specified future date.

Swaps are contractual agreements between two péotiexchange interest or foreign currency difféeadsm based on
a specific notional amount. For interest rate syapunterparties generally exchange fixed andifigaate interest

Payments based on a notional value in a singlewoyr For currency swaps, amounts as well asaisttelifferentials
are exchanged in different currencies.
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18 Contingent liabilities, commitments and derivativescontinued)

(d) Derivatives (continued)

Options are contractual agreements that convesighg but not the obligation, to either buy orl sebpecific amount
of a commaodity or financial instrument at a fixedcp, either at a fixed future date or at any timithin a specified
period.

Derivatives held or issued for trading purposes

Most of the Bank's derivative trading activitieslate to sales and positioning. Sales activitieolvey offering
products to customers in order to enable thematioster, modify or reduce current and expected ridkssitioning
involves managing positions with the expectatiopmfiit from favourable movements in prices, rateindices.

(e) Contingencies

As at 31 December 2010, there were certain legéd pending against the Bank, aggregating to ROn3illion
(2009: RO 5.09 million). Based on the opinion of Bank’s legal counsel, the Bank’s management\edi¢hat no
liability is expected to arise from these casesiatiterefore does not consider it necessary toengaly provision in

this regard.

19 Financial assets and liabilities

Accounting classifications and fair values as at 3December 2010

Other Total
Held to Loans andAvailable amortized carrying
Trading  maturity receivables for sale cost amount Fair value
RO’000 RO'000 RO’000 RO’000 RO’000 RO’000 RO’000
Cash and balances with central - - 127,458 - - 127,458 127,458
banks
Treasury bills and certificates of - 139,192 - - - 139,192 139,192
deposit
Due from other banks - - 82,052 - - 82,052 82,006
Loans and advances - - 639,106 - - 639,106 643,958
Investments - 10,173 - 21,557 - 31,730 31,675
Derivative trading assets 129 - - - - 129 129
Total 129 149,365 848,616 21.557 ____ - 1.019.667 1.024.418
Due to banks - - - - 83,995 83,995 83,995
Deposits from customers - - - - 796,958 796,958 796,970
Derivative trading liabilities 257 - - - - 257 257
Total 257 _- = ~- 880,953 881,210 881,222
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19  Financial assets and liabilitiegcontinued)

Other Total
Heldto Loans and Available amortized  carrying
Trading maturity receivable for sale cost amount Fair value
US$'000 US$'000 US$000 US$H000 US$000 US$'000 US$'000
Cash and balances with centri - 331,060 - - 331,060 331,060
banks
Treasury bills and certificates of - 361,538 - - - 361,538 361,538
deposit
Due from other banks - 213,122 - - 213,122 213,003
Loans and advances - 1,660,016 - - 1,660,016 1,672,618
Investments - 26,424 - 55,992 - 82,416 82,273
Derivative trading assets 335 - - - - 335 335
Total 335 387,962 2,204,198 55,992 - 2,648,487 2,660,827
Due to banks - - - - 218,169 218,169 218,169
Deposits from customers - - - - 2,070,021 2,070,021 2,070,052
Derivative trading liabilities _668 - - - - 668 668
Total _668 = = = 2,288,190 2,288,858 2,288,889
Accounting classifications and fair values a8labDecember 2009
Other Total
Held to Loans anc Available amortizec carrying Fair
Trading  maturity receivable for sale cost amount value
RO’000 RO’000 RO000 RO’000 RO’'000 RO’000 RO’000
Cash and balances with centre - - 107,260 - - 107,260 107,260
banks
Treasury bills and certificates ¢ - 179,931 - - - 179,931 179,931
deposit
Due from other banks - - 24,138 - - 24,138 24,233
Loans and advances - - 614,610 - - 614,610 619,587
Investments - 10,215 - 20,823 - 31,038 31,127
Derivative trading assets 1,216 - - - - 1,216 1,216
Total 1,216 190,146 746,008 20,823 - 958,193 963,354
Due to banks - - - 83,387 83,387 83,387
Deposits from customers - - - 729,884 729,884 730,068
Derivative trading liabilities 974 - - - - 974 974
Total 974 - - - 813,271 814,245 814,429
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19  Financial assets and liabilitiegcontinued)

Other Total
Held to Loans andAvailable amortized  carrying
Trading maturity receivable for sale cost amount Fair value
US$'000 US$000 US$H000 US$000US$000 US$'000 US$'000
Cash and balances with centr: - - 278,59 - - 278,597 278,597
banks
Treasury bills and certificates - 467,352 - - - 467,35 467,353
deposit
Due from other banks - - 62,69¢ - - 62,69¢€ 62,944
Loans and advances - -1,596,39( - - 1,596,39( 1,609,316
Investments 26,53¢ - 54,08t - 80,61¢ 80,849
Derivative trading assets 3,158 : ‘ - - 3,15¢ 3,158
Total 3,158 493,88¢1,937,68: 54,08t - 2,488,81: 2,502,217
Due to banks - - - - 216,59 216,59( 216,590
Deposits from customers - - - - 1,895,80: 1,895,80: 1,896,280
Derivative trading liabilities 2,53C - - - . 2,53( 2,530
Total 2,530 - - - 2,112,397 2,114,92! 2,115,400
20 Fair value information

The following summarises the methods and assungtised in estimating the fair values of financisseds and
liabilities:
Treasury bills, certificates of deposit and due fra other banks

The fair value of treasury bills, certificates afpibsit and due from other banks which are shom-iernature are
estimated to equal their carrying value. For theai@der, the fair values have been determined dgodinting the
contracted cash flows using market interest rat@sstruments of similar nature and maturities.

Loans and advances

The estimated fair value of loans whose actuakésterates are materially different from prevailimgrket interest
rates are determined by discounting the contrazdst flows using market interest rates currentiygéd for similar
loans. The fair value of non-performing loans appnates to the book value adjusted for provision Iban
impairment. For the remainder, the fair value basn taken at book value as the prevailing intestst offered on
similar loans are not materially different from thetual loan rates.

Investments

The fair value of investments is based on the marékie as at the year-end or on amounts derivad frash flow
models.

Due to banks

The major portion of the bank borrowings is longxidoreign currency borrowings whose interest rateslinked to
LIBOR and hence the fair value is estimated to Eth&r carrying value. The fair value of bank awings which
are short-term in nature is estimated to equalr tbeirying value. For the remainder, the fair vall®ve been
determined by discounting the contracted cash flasusg market interest rates of borrowings of simihaturities.

Deposits from customers

The fair values of deposits with no stated matuaity assumed to be equal to their carrying valee estimated fair
values of fixed rate deposits are determined bgadisting the contracted cash flows using markedr@dt rates
currently offered for similar deposits.

Other financial instruments
The fair values of all other financial instrumeate considered to approximate their book values.
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20 Fair value information (continued)

Other financial instruments (continued)

No fair value adjustment is made with respect &ditfrelated financial instruments, which includerenitments to
extend credit, standby letters of credit and guaes) as the related future income streams mdyeriaflect

contractual fees and commissions actually chargéukeastatement of financial position date for agnents of similar
credit standing and maturity.

Foreign exchange contracts are valued based oremmprices. The market value adjustments in respefreign
exchange contracts are included in the carryingesabf other assets and other liabilities.

Fair values and liquidity risk for financial instru ments

The Bank has applied improving disclosures abmantial instruments (amendments to IFRS 7) issnedarch
2009, that require enhanced disclosures aboutvidire measurements and liquidity risk in respecfimdincial
instruments.

The amendments require that fair value measurediscibsure use a three level fair value hierartiay teflects the
significance of the inputs used in measuring failues of financial instruments. Specific disclosuege required
when fair value measurement are categorised ab 3efgignificant unobservable inputs) in the fazwe hierarchy.
The amendment require that any significant tranbiween level 1 and level 2 of the fair value d&iehy be
disclosed separately, distinguishing between temashto and out of each level. Furthermore, charig valuation
techniques from one period to another, includirg rdasons therefore, are required to be disclazeesaich class of
financial instruments.

Revised disclosures in respect of financial assedsliabilities carried at fair value are includadote 19.

Further, the definition of liquidity risk has beamended and it is now defined as the risk thatgityewill encounter
difficulty in meeting obligations associated witimancial liabilities that are settled by deliveriegsh or another
financial assets.

The amendments require disclosure of a maturityysisafor non-derivative and derivative financi&Hilities, but
contractual maturities are required to be discldeedlerivatives financial liabilities only when wactual maturities
are essential for an understanding of the timingash flows. For issued financial guarantee cotjttae amendments
require the maximum amount of the guarantee toibaasded in the earliest period in which the gutgarcould be
called.

Revised disclosure in respect of liquidity riskrisluded in note 27.3

21  Cash and cash equivalents

The reconciliation of the components of cash argh @xjuivalents with the equivalent items showrhan gtatement
of financial position is shown below:

2009 2010 2010 2009
US$'000 US$'000  Statement of financial position items comprise: RO’000 RO’000
278,597 331,060 Cash and balances with central banks 127,458 107,260
467,353 361,538 Treasury bills and certificates of deposit 139,192 179,931

62,696 213,122 Due from other banks 82,052 24,138
(216,590) (218,169) Due to banks (83,995) (83,387)
592,056 687,551 264,707 227,942

Adjustment for items maturing after three months
(42,113 (57,151) from date of acquisition and restricted balances (22,003) (16,214)
549,943 630,400 242,704 211,728

Cash and cash equivalents comprise:

140,634 181,068 Cash and balances with central banks 69,711 54,144
428,392 337,662 Treasury bills and certificates of deposit 130,000 164,931
43,052 187,361 Due from other banks 72,134 16,575
(62,135) (75,691) Due to banks (29,141) (23,922)
549,943 630,400 242,704 211,728
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22  Related party transactions

The Bank accepts deposits from its major sharehgld@irectors, senior management and their relatatterns.
The Bank also provides loans and other advanceésotirer banking services to these parties. Thassdctions are
entered into in the ordinary course of the Bankisibess, at normal commercial interest and comarissites. At

31 December, balances with related parties wefellasvs:

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
96,164 115,301 Loans and advances 44,391 37,023
52,158 126,371  Deposits from customers 48,653 20,081
13,836 9,114  Letters of credit, guarantees and other acceptances 3,509 5,327

2,306 2,306  Provision for loans and advances 888 888

Loans and advances amounting to RO 17,510,000 (2R@® 17,510,000) included above are secured by cash
collaterals and bank guarantees.

The financial statements include the following amtsuin relation to transactions with Directors ahdir related

concerns:

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
7,901 6,727 Interest income 2,590 3,042
7,353 255 Interest expense* 98 2,831
94 62 Other operating income 24 36
Other operating expenditure:

86 75 Advertisement and publicity 29 33
681 675 Insurance 260 262
774 665 Repairs and maintenance 256 298

1,033 1,086 Others 418 398
514 1,166 Purchase of property and equipment 449 198

* The amount paid and accrued for the year 200Béramount of RO 2.761 million was included as ofstind for
savings accounts under “interest expense” in setewf income towards 312 Mercedes Benz cars sclientbe

“Mandoos Prize draws 2009”".

Compensation of the key management personnel is fidlows:

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
948 1,130 Short-term employee benefits 435 365
49 54 Terminal benefits 21 19
997 1184 456 384
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22. Related party transactions (continued)

Analysis of the related party transactions withatedl parties or holders of 10% or more of the bargtiares,
(“Significant shareholders”) or their family membeturing the year is as follows:

Other Significant
Director directors  shareholder Others Total
RO’000 RO’000 RO’000 RO’000 RO’000
As at 31 December 2010
Loans and advances 12,500 9 21,492 10,390 44,391
Deposits from customers 12,575 23 21,174 14,881 48,653
Letters of credit, guarantees and
other acceptances 28 - 1,065 2,416 3,509
Provision for loans and advances - - - 888 888
During the year 2010
Interest income 587 1 1,124 878 2,590
Interest expense 1 - 11 86 98
Other operating income - - 8 16 24
Other operating expenditure:
Advertisement and publicity - - 29 - 29
Insurance - - - 260 260
Repairs and maintenance - - 203 53 256
Others 8 26 232 152 418
Purchase of property and - - 370 79 449
equipment
Other Significant
Director directors  shareholder Others Total
RO’000 RO’000 RO’000 RO’000 RO’000
As at 31 December 2009
Loans and advances 4,302 10 17,792 14,919 37,023
Deposits from customers 582 17 3,428 16,054 20,081
Letters of credit, guarantees at
other acceptances 28 - 1,831 3,468 5,327
Provision for loans and advance - - - 888 888
During the year 2009
Interest income 663 1 1,070 1,308 3,042
Interest expense* - - 2,765 66 2,831
Other operating income - - 19 17 36
Other operating expenditure:
Advertisement and publicity - 33 - 33
Insurance - - - 262 262
Repairs and maintenance - 241 57 298
Others 8 31 226 133 398
Purchase of property and - - 94 104 198
equipment

Details are provided separately above where loadsadvances relating to an individual Director an@ignificant

shareholder and his/her related parties are gréiader 5% of the total related party loans and adesn Others
represent transactions with parties related to rtiwe one Director, Significant Shareholder an&&yr management
personnel.
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23

Geographical distribution of assets and liabilies

A geographical analysis of the assets, liabiliind equity as at 31 December 2010 is as follows:

Other
GCC OECD

Oman countries countries India  Pakistan Others Total

RO’'000 RO’000 RO’000 RO’'000 RO’'000 RO’'000 RO’000
Cash and balances with central banks 109,736 - - 1,940 15,782 - 127,458
Treasury bills and certificates of deposit139,192 - - - - - 139,192
Due from other banks - 21,099 37,460 9,438 504 13,551 82,052
Loans and advances 632,139 4,621 - 184 2,162 - 639,106
Investments 22,078 29 1,416 8,166 - 41 31,730
Property and equipment 29,547 - - 1,097 103 - 30,747
Other assets 19,982 - 84,048 1,179 113 - 105,322
Total assets 952,674 25,749 122,924 22,004 18,664 13,592 1,155,607
Due to banks 1,399 10,343 71,891 10 297 55 83,995
Deposits from customers 777,874 - 16 15,261 3,807 - 796,958
Other liabilities 104,872 - - 553 126 _- 105551
Total liabilities 884,145 10,343 71,907 15,824 4,230 55 986,504
Equity 168,711 - - 392 - _- 169,103
Total liabilities and equity 1,052,856 10,343 71,907 16,216 4,230 55 1.155,607

Other
GCC OECD
Oman countries countries India Pakistan Others  Total
US$'000 US$H000 US$000 US$000 US$'000 US$'000 US$H000

Cash and balances with central banks 285,029
Treasury bills and certificates of deposit 361,538
Due from other banks -

Loans and advances 1,641,919
Investments 57,346
Property and equipment 76,745
Other assets 51,902

- - 5039 40,992 - 331,060
- - - - - 361,538
54,803 97,299 24,514 1,309 35,197 213,122
12,003 - 478 5,616 - 1,660,016
75 3,678 21,211 - 106 82,416
- - 2,849 268 - 79,862
- 218306 3,062 294 - _ 273,564

Total assets

2,474,479 66,881 319,283 57,153 4_8_,@3_5_,_3_0_33.9_0_14_518

Due to banks 3,634 26,865 186,730 26 771 143 218,169
Deposits from customers 2,020,452 - 42 39,639 9,888 2,070,021
Other liabilities 272,396 - -_ 1436 327 - _ 274,159
Total liabilities 2.296,482 26,865 186,772 41,101 10,986 __ 143 2,562,349
Equity 438,211 - - 1,018 - - 439,229
Total liabilities and equity 2,734,693 26,865 _186,772 42,119 10,986 _ 143 3,001,578
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23 Geographical distribution of assets and liabilies (continued)

A geographical analysis of the assets, liabiliind equity as at 31 December 2009 is as follows:

Cash and balances with central banks
Treasury bills and certificates of depo

Due from other banks
Loans and advances
Investments

Property and equipment
Other assets

Total assets

Due to banks
Deposits from customers
Other liabilities

Total liabilities

Equity
Total liabilities and equity

Cash and balances with central banks 235,938
Treasury bills and certificates of depo 467,353

Due from other banks
Loans and advances
Investments

Property and equipment
Other assets

Total assets

Due to banks
Deposits from customers
Other liabilities

Total liabilities

Equity
Total liabilities and equity

Others
RO’000

Others

Total
RO’000

107,260
179,931
24,138
614,610
31,038
30,085
52,268
1,039,330

83,387
729,884
54,880

868,151

171,179
1,039,330

Total

US$'000 US$'000 US$'000
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Other
GCC OECD
Oman countries countries India  Pakistan
RO’000 RO’000 RO’000 RO'000 RO’000
90,836 - - 1,042 15,382
179,931 - - - -
- 11,780 3,420 8,148 695
607,992 4,621 - 151 1,846
21,373 29 1,742 7,853 -
28,906 - - 1,131 48
17,845 - 28,690 5,133 600
946,883 16,43 33,852 23,458 18,571
1,213 5,795 71,838 11 1,774
711,129 - 14 15,527 3,21¢
53,792 - - 925 163
766,134 5,795 71,852 16,463 5,151
170,954 - - 225 -
937,088 5,79 71,85 16,688 5,15
Other
GCC OECD
Oman countries countries India  Pakistan
US$000 US$000 US$000 US$000
- - 2,70€ 39,953
- 30,597 8,883 21,16¢ 1,805
1,579,200 12,003 - 392 4,795
55,514 75 4,525 20,39¢ -
75,081 - - 2,931 125
46,349 - 74522 13,33: 1,558
2,459,435 42,675 87,930 60,92¢ 48,236
3,151 15,052 186,592 29 4,608
1,847,088 - 36 40,331 8,348
139,719 - - 2,402 423
1,989,958 15,052 186,628 42,76 13,379
444,036 - - 58¢ -
2,433,994 15,052 186,62 43,347 13,37

I~
=
(o]

278,597
467,353
62,696
1,596,390
80,618
78,143
135,761
2,699,558

216,590
1,895,803
142,545

2,254,938
444,620

2,699,558
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24 Distribution by economic sector

The table below analyses the concentration of Jo@ss and advances by economic sector:

2009
US$'000

680,574
94,993
71,256
66,192

259,964
25,462

2,423

131,849
48,779
303,345
96,442
1,781,279

The table below analyses the concentration ofrietiécredit, guarantees and other commitmentbyp@mic sector:

2009
US$'000

255
21,557
50,318

551,055
11,200
14,756

1,579
3,397
130
29,592
683,839

2010
US$'000

704,257
87,919
82,792
87,161

245,777
55,891

2,831

148,636

61,894
283,538
101,215

——

1,861,911

2010
US$'000

416
17,725
48,527

695,382
6,584
13,140

140
6,717
260
17,574
806,465

Personal and consumer

Import trade

Construction

Financial institutions

Manufacturing

Wholesale and retail trade

Export trade

Electricity, gas, water, transportation and
communication

Services

Mining and quarrying

Others

Personal and consumer

Import trade

Construction

Financial institutions

Manufacturing

Wholesale and retail trade

Electricity, gas, water, transportation and
communication

Services

Mining and quarrying

Others
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2010 2009
RO’000 RO’000
271,139 262,021
33,849 36,572
31,875 27,434
33,557 25,484
94,624 100,086
21,518 9,803
1,090 933
57,225 50,762
23,829 18,780
109,162 116,788
38,968 37,129
716,836 685,792

2010
RO’000

160
6,824
18,683
267,722
2,535
5,059

54
2,586
100
6,766
310,489

2009
RO’000

98
8,299
19,373
212,156
4,312
5,681

608
1,308
50
11,393
263,278
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25 Operating segments

The Bank has two reportable segments as descrlbe,bghich are the Banks strategic business umite strategic
business units offer different products and sesjie@d are managed separately based on the Baakagement and
internal reporting structure for each of the sgatdusiness units, the Bank’s Business Committegews internal

management reports on at least monthly basis. dlleving summary describes the operations in ed¢heoBank’s

reportable segments.

Wholesale Banking: includes loans, deposits and other transacticalanbes with the corporate customers, treasury
and trade finance.

Retail Banking: includes loans, deposits and other transactions.

Information regarding the results of each repoga®gment is included below. The performance issored based

on segment profit before income tax, as includedha&n management information report that are revietve the
Business Committee. Segment profit is used to nmeashe performance as management believes that such
information is most relevant in evaluating the fssaof certain segments relative to other entitiest operate within
these industries.

Information about operating segments

31 December 2010 31 December 2009

Wholesale Retail Wholesale Retalil
Banking Banking Total Banking  Banking Total
RO'000 RO'000 RO'0000 RO'000 RO'000 RO'000
External income

Net interest income 12,217 17,622 29,83 15,970 15,886 31,856
Other operating income 3,547 6,711 10,258 3,814 7,386 11,200
Total segment income 15,764 24,333 40,097 19,784 23,272 43,056

Other material non-cash items:

Impairment losses on financial assets 2,714 1,084 3,798 2,598 661 3,259
Reportable segment profit before

income tax 10,221 9,732 19,953 15,341 9,105 24,446
Reportable segment assets 860,806 256,406 1,117,212 756,476 249,347 1,005,823
Reportable segment liabilities 525,165 453,485 978,650 401,481 458,209 859,690
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25 Operating segments (continued)

31 December 2010

31 December 2009

Wholesale Retall Wholesale  Retall
Banking Banking Total Banking Banking Total
US$' 000 US$' 000 US$' 00C US$' 000 US$ 000 US$ 000
External income
Net interest income 31,732 45,772 77,50 41,481 41,262 82,743
Other operating income 9,213 17,431 26,644 9,907 19,184 29,091
Total segment income 40,945 63,203 104,148 51,388 60,446 111,834
Other material non-cash items:
Impairment losses on financial assets 7,049 2,816 9,865 6,748 1,717 8.465
Reportable segment profit before
income tax 26,548 25,278 51,826 39,848 23,649 63,497
Reportable segment assets 2,235,860 665,990 2,901,850 1,964,872 647,655 2,612,527
Reportable segment liabilities 1,364,065 1,177,883 2,541,948 1,042,808 1,190,153 2,232,961
Reconciliation of reportable segment assets and hdities
2010 2010 2009 2009
RO' 000 US$' 000 RO' 000 US$' 000
Assets
Total assets for reportable segments 1,117,212 2,901,851 1,005,823 2,612,527
Other unallocated amounts 38,395 99,728 33,507 87,031
Total assets 1,155,607 3,001,578 1,039,330 2,699,558
Liabilities
Total liabilities for reportable segments 978,650 2,541,94¢ 859,690 2,232,961
Other unallocated amounts 7,854 20,401 8,461 21,977
Total liabilities 986,504 2,562,349 868,151 2254938

35



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

25 Operating segments (continued)

Operating segments geographical areas

A geographical analysis of key financial data bgaliion of primary assets as at 31 December 204€tisut below:

Oman Others  Adjustments Total

RO’000 RO’000 RO’000 RO’000
Income from customers 45,203 1,655 - 46,858
Internal income 32 - (32) -
Net segment result 16,764 821 - 17,585
Assets 1,147,116 41,192 (32,701) 1,155,607
Liabilities 979,037 24,550 (17,083) 986,504
Capital expenditure 1,473 110 - 1,583
Depreciation 936 131 - 1,067
Provision for loan impairment 3,781 17 - 3,798

Oman Others  Adjustments Total

US$'000 US$'000 US$'000 US$'000
Income from customers 117,410 4,299 - 121,709
Internal income 83 - (83) -
Net segment result 43,543 2,132 - 45,675
Assets 2,979,523 106,992 (84,937) 3,001,578
Liabilities 2,542,953 63,766 (44,370) 2,562,349
Capital expenditure 3,826 286 - 4,112
Depreciation 2,431 340 - 2,771
Provision for loan impairment 9,821 44 - 9,865

A geographical analysis of key financial data bgalion of primary assets as at 31 December 2088t isut below:

Oman Others  Adjustments Total

RO’000 RO’000 RO’000 RO’000
Income from customers 49,842 1,592 - 51,434
Internal income 32 - (32) -
Net segment result 20,986 536 - 21,522
Assets 1,029,537 38,724 (28,931) 1,039,330
Liabilities 859,104 23,419 (14,372) 868,151
Capital expenditure 1,191 11 - 1,202
Depreciation 1,043 121 - 1,164
Provision for loan impairment 3,194 65 - 3,259

Oman Others  Adjustments Total

US$'000 US$'000 US$'000 US$'000
Income from customers 129,460 4,135 - 133,595
Internal income 83 - (83) -
Net segment result 54,509 1,393 - 55,902
Assets 2,674,122 100,582 (75,146) 2,699,558
Liabilities 2,231,439 60,829 (37,330) 2,254,938
Capital expenditure 3,094 28 - 3,122
Depreciation 2,709 314 - 3,023
Provision for loan impairment 8,296 169 - 8,465
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26 Dividend per share

The Board of Directors at the forthcoming Ordin@mnual General meeting will propose a cash dividehdRO

0.015 per share of nominal value of RO 0.100 eawbuating to RO 13.699 million and a stock dividerid% equal
to 54,795,431 shares for the year 2010 comparéa0@9: cash dividend of RO 0.022 per share of namialue of
RO 0.100 each amounting to RO 20.092 million). ‘Bhi@sancial statements do not reflect these dividemhich will

be accounted for in shareholders’ equity as anagpfation of retained earnings in the year endidgD&cember
2011.

27 Risk Management

27.1 Introduction and overview

The primary objective of the Risk Management sysieto safeguard the Bank's capital, its finanogslources and
profitability from various risks. The Bank’s riskamagement policies are designed to identify antyaaall risks, to
set appropriate risk limits and controls, to measamd monitor the same through reliable manageménmation

systems.

The Bank has exposure to the following major riskm its business
+ Credit Risk
* Liquidity Risk
* Market Risk
*  Operational Risk

Risk Management framework

The Board of Directors has overall responsibiliy the establishment and oversight of the Banlsk management
framework. Risk Management policies and systemestablished to identify and analyze risks facethieyBank.

The Bank has established Asset and Liability Cotemi{ALCO), Credit and Operational Risk Committesdéch are
responsible for developing and monitoring risk ngmaent policies. The Audit Committee is respomrsifdr

monitoring compliance with the Bank’s risk managatrngolicies and procedures and for reviewing theqadcy of
the risk management framework in relation to tls&gifaced by the Bank. The Audit Committee is &sdign these
functions by Internal Audit which undertakes regudad ad-hoc reviews, the results of which are ntegoto the
Audit Committee. The Board monitors the risk anderees reports which allow it to review the effeetiess of the
risk management policies.

Management is responsible for:

» Developing and recommending policies and risk marramt practices /processes for approval by thedBoar
of Directors.

» Ensuring that business activities are conductett@ordance with the approved policies and processes

» Establishing and maintaining data systems and mdethcapable of providing timely and accurate
measurement of risks in each business category.

» Ensuring the development of board and managemgrtee and reporting procedures /disciplines that
provide meaningful business information, in anatlyfrm, useful to decision makers.

The Risk Management Department oversees the risiagaanent of the Bank. Risk Management througpaligies
and procedures maps the key risks that threatdaevarhent of the Bank’s objectives. Ownership anglé@mentation
of the risk policies and procedures lie with theibass units.

27.2 Credit Risk

Credit Risk is the risk of financial loss to theri&f a customer or counterparty to a financiatinsient fails to meet
its contractual obligations, and arises princip&iyn the Bank’s loan and advances to customers#ret banks and
investment securities. For risk management repppurposes, the Bank considers and consolidateteatients of
credit risk exposure (such as individual obligofadét risk, country and sector risk). For risk mgeaent purposes,
credit risk arising on trading securities is mamhggependently, but reported as a component ofkenaisk
exposure.
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27 Risk Management (continued)

27.2 Credit Risk (continued)
27.2.1 Management of Credit Risk

The Board of Directors has delegated responsilfititthe management of credit risk to the BoardkRismmittee
(BRC) which is responsible for the oversight of Benk’s credit risk, including:

» Formulating credit risk & operational risk policies

« Establishing the authorization structure

* Reviewing and assessing credit risk & operatioisé r

e Limiting concentration of exposure to counterpartie

» Developing and maintaining the Bank’s risk grading

* Reviewing compliance of business units

» Providing advice, guidance and specialist skillprimmote best practice in the management of cristit

27.2.  Credit Approval Process

The Credit process requires all credit applicatifsosn Corporate & Commercial Banking unit to be épgéndently
reviewed by Risk Management department. The RiskdiCrCommittee (RCC) of the Management approves
applications within its delegated limits and recoemds applications above its delegated limit to Bloard Risk
Committee.

All Retail applications in excess of the Branch Mger's authority or outside pre-defined productmsoare approved
by the Credit Sanctioning Unit at Head Office.

27.2.3 Collateral and Credit Enhancements
The Bank obtains collaterals for all corporate @sedinless the business case warrants clean ndin

Personal loan borrowers are required to provideaguars as additional security. For housing loams auto loans,
besides the salary assignments, the underlying isss®rtgaged.

27.2.4 Large exposures and Concentration

Exposure to a person, company or group (ie thel&Bgrrower Lending Limit - SBLL) is restricted toaximum 15
% of the Bank’s net worth or 10 % of the Bank’s wetrth for senior members in Management. In addjttbe total
of all facilities granted to senior members in Mg@ment of the Bank must not exceed 35 % of the Barét worth.

2725 Credit quality of Loans and Advances

All loans and advances in the Bank are classifembaling to asset quality. Standard accounts dechll facilities
which demonstrate good financial condition, risktéeis and capacity to repay in line with the oriiterms of
sanction.

Accounts categorized as “Specially Mentioned” caroyimpairment provision but are below standard eeglire
monitoring for reason of one or more adverse factbhis may for example relate to poor profitapjlibw tangible
net worth, deteriorating business prognosis or tabout the ownership.

27.2.6 Impaired Loans

Impaired loans are those loans for which the Bagtlerthines that it is probable that it will be ureabd collect all
principal and interest due according to the comti@derms.

Impairment allowance is calculated by discountimg éxpected future cash flows at the contractedahinterest and
determining the fair value of the assets. This masured against the provision requirements in tesfm€BO
methodology. The impairment provision held by thenBis the higher of the two methodologies on dfplio basis.
Interest is suspended on all impaired loans.
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27 Risk Management (continued)

27.2 Credit risk (continued)

The CBO as per circular BM 977 requires Banks eitheestablish a general loan loss provision toec@xpected
losses amounting to 2 % of their personal loanfplistand 1 % of the corporate loan portfolio ovd®p its own

provisioning model.

A model is developed by the Bank. The model is mhioation of three sub models: a corporate loatandity of
default (PD) model, a personal loan PD model, ahass given default (LGD) model. From these fouinlet, a
cycle —average expected loss model was develotdvith be an effective tool for forecasting thepappriate level
of general provisions necessary to safeguard ti’Batatement of financial position against expddbsses.

27.2.7 Credit Administration

Credit Administration Department ensures that sgcdocumentation of loans and advances are pedetct protect
the Bank's interest. The department is respon$ilolenaintaining all limits and disbursals. This ssgation ensures
that the credit marketing function and credit ofierss are independent and control is effectivelgreised

The Bank has adopted the Standard Approach undsal Bdor credit risk.

27.2.8

Individually impaired
Allowance for impairment
Carrying amount

Past due and not impaired
Neither past due nor impaired
Total carrying amount

Individually impaired
Allowance for impairment
Carrying amount

Past due and not impaired
Neither past due nor impaired
Total carrying amount

Exposure to Credit risk

Loans and advances

2010 2009
RO’000 RO’000

77,488 72,350
(71,986) (65,387)
5,502 6,963
11,370 19,468
622,234 588,179
639,106 614,610

Loans and advances

Due from other banks

2010 2009
RO’000 RO’000
82,052 24,138
82,052 24,138

Due from other banks

2010 2009
US$'000 US$'000

201,268 187,922
(186,977) (169,836)
14,291 18,086
29,534 50,566
1,616,191 1,527,738
1,660,016 1,596,390

2010 2009
US$'000 US$'000

213,122 ,696

213,122 ,696

Investments
2010 2009
RO’000 RO’000
79 79
(31 (31)
48 48
31,682 30,990
31,730 31,038
Investments
2010 2009
US$'000 US$000
205 205
(81) (81)
124 124

82,292 80,494
82,416 80,618

The Bank holds collateral against loans and adwaricethe form of deposits, mortgage over propedther
registered securities over assets, and guararieBmates of fair value are based on the valueoliditeral assessed
at regular intervals as per the policies and procesiof the Bank. Collateral usually is not heldiagt due to banks

and investment securities, and no such collateaallveld at 31 December 2010 or 2009.
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27 Risk Management (continued)

27.2 Credit risk (continued)

27.2.8 Exposureto Credit risk (continued)

An estimate of the fair value of collateral andestisecurity enhancements held against financiatsass shown
below:

Loans and advances Loans and advances
2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
Against individually impaired
45,641 47,364 Property 18,235 17,572
436 369 Deposits 142 168
11,265 9,291 Guarantees (Sovereign/Bank) 3,577 4,337
57,342 57,024 Total 21,954 22,077
Against past due but not impaired
40,403 39,847 Property 15,341 15,555
694 353 Deposits 136 267
478 6,382 Guarantees (Sovereign/Bank) 2,457 184
41,575 46,582 Total 17,934 16,006
Against neither past due nor impaired
101,382 62,512 Property 24,067 39,032
6,912 - Debt Securities - 2,661
2,577 1,343 Equities 517 992
78,410 85,717 Deposits 33,001 30,188
184,888 161,403 Guarantees (Sovereign/Bank) 62,140 71,182
374,169 310,975 Total 119,725 144,055
473,086 414,581 Total Securities 159,613 182,138

Concentrations arise when a number of countergsagie engaged in similar business activities,awe rsimilar
economic features that would cause their abilitynet contractual obligations to be similarly aféetby changes in
economic, political or other conditions. Conceritnag indicate the relative sensitivity of the Bamk'erformance to
developments affecting a particular industry.

The Bank monitors concentration of credit risk lginess sectors. An analysis of the concentratiamealit risk at
the reporting date is as follows:

Loans and advances Due from other banks Investments
2010 2009 2010 2009 2010 2009
RO’'000 RO’000 RO’000 RO’000 RO’000 RO’'000
Concentration by sector:
Sovereign - - - - 13,269 13,273
Corporate 382,700 366,723 - - - -
Banks - - 82,052 24,138 - -
Retail 256,406 247,887 - - - -
Equity - - - - 18,461 17,765
Carrying amount 639,106 614,610 82,052 24,13 31,730 31,038
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27 Risk Management (continued)
27.2 Credit risk (continued)

27.2.8 Exposureto Credit risk (continued)

Loans and advances Due from other banks Investments
2010 2009 2010 2009 2010 2009
US$'000 US$'000 US$'000 US$'000 US$'000 US$000
Concentration by sector:
Sovereign - - - - 34,465 34,475
Corporate 994,026 952,527 - - - -
Banks - - 213,122 62,696 - -
Retail 665,990 643,863 - - - -
Equity - - - - 47,951 46,143
Carrying amount 1,660,016 1,596,390 213,122 62,69 82,416 80,618

27.3 Liquidity and funding management

Liquidity risk is the possibility that the Bank méng unable to meets its liabilities as they becane for payment
without incurring excessive cost. The liquiditgkiarises generally due to mismatch in the timihgnflows and
outflows of funds. Funding risk arises when theessary liquidity to fund illiquid asset positiorsntiot be obtained
at the expected terms and when required.

The objective of the Bank’s liquidity and fundinganmagement is to ensure that all funding commitmantsdeposits
withdrawals can be met when due. It is the Baokjective to maintain a diversified and stable fagdase mainly
comprising core retail deposits and corporate dépasd institutional balances. Portfolios of highuid assets,
which are diversified by currency and maturity, araintained with the objective of enabling the Baokespond
quickly and smoothly to unforeseen liquidity regmrents.

The management of liquidity and funding is carr@ad in accordance with the practices and limitshgethe Board
and in line with the guidelines issued by CBO. Benk has adopted the duration gap analysis wittaetal
pattern for monitoring liquidity. The Treasury Dejmaent of the Bank is responsible for liquidity ragement under
the guidance and supervision of ALCO. ALCO meatsquically to monitor funding strategies, liquigiplanning,
prudential limits etc.

The Bank’s liquidity and funding management prodaeshkides:

» Projecting cash flows by major currency and con@idemaintenance of liquid assets necessary irioela
thereto;

e Monitoring statement of financial position liquiditatios against internal and regulatory requiretsien

* Monitoring depositor concentration with particutarust to stable retail deposits complemented bgpamate
and institutional deposits.

Current accounts and savings deposits form a gignif part of the Bank’s funding. More importarnisgiven by the
Bank on maintaining the stability of these depoditse stability of deposits, which are the primaoyrce of funding,
depends upon maintaining depositors’ confidendilénBank’s capital strength and liquidity and omepetitive and
transparent deposit-pricing strategies.

Exposureto liquidity risk
The key measure used by the Bank for managingdityurisk is the ratio of net liquid assets to dsi® from
customers. For this purpose net liquid assetsa@nsidered as including cash, treasury bills antfioate of deposits,

and due from other banks less any due to banksted borrowings maturing within the next three thenThe ratio
of net liquid assets to deposits from customeBlddecember 2010 was 23.18% (2009 — 29.01%).
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27 Risk Management (continued)

27.3 Liquidity and funding management (continued)

Residual contractual maturities of financial liabilities

Gross
nominal
Carrying inflow/ Upto1l >3-5 Over 5
amount (outflow) year 1-3years years years
RO’000 RO’000 RO’'000 RO’000 RO’'000 RO’000
31 December 2010
Non-derivative liabilities
Due to banks 83,995 (84,053) (84,053) - - -
Deposit from customers 796,958 (797,018) (465,502) (82,343) (79,623) (850)
Unrecognized loan commitments - (9,527) (9,527) - - -

Derivative liabilities
Trading: 257 - - -
Outflow (39,699) (27,192) (12,507) - -
Inflow - 39,442 26,935 12,507 - -
881,210 (890,855) (559,339) (82,343) (79,623) (169,550)

Gross

nominal
Carrying inflow/ Upto1l >3-5 Over 5
amount (outflow) year 1-3 years years years

US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
31 December 2010
Non-derivative liabilities

Due to banks 218,169 (218,319) (218,319) - - -
Deposit from customers 2,070,021 (2,070,177) (1,209,096) (213,878)  (208)81 (440,390)
Unrecognized loan commitments - (24,745) (24,745)
Derivative liabilities
Trading: 668 - - - - -
Outflow - (103,114) (70,628) (32,486) - -
Inflow - 102,446 69,960 32,486 - -
2,288,858 (2,313,909) (1.452,828) (213,878) (206,813) (440,390)
Gross
nominal
Carrying inflow/ Upto1l Over 5
amount (outflow) year 1-3years >3-5years years

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
31 December 2009
Non-derivative liabilities

Due to banks 83,387 (83,675) (25,501) (58,174) - -

Deposit from customers 729,884  (731,110) (421,075) (79,632) (77,577) (152,826)

Unrecognized loan commitments - (10,907) (10,907) - - -

Derivative liabilities

Trading: 974 - - - - -
Outflow - (76,337) (76,203) (134) - -
Inflow - 75,363 75,229 134

814,245  (826,666) (458,457) (137,806) (77.577) (152,826)
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27.3 Liquidity and funding management (continued)
Gross
nominal
Carrying inflow/ Over 5
amount (outflow) Uptolyear 1-3years >3-5years years
US$'00C US$'00C US$'00C US$00C US$00C  US$'000
31 December 2009
Non-derivative liabilities
Due to banks 216,590 (217,338) (66,236) (151,102) - -
Deposit from customers 1,895,803 (1,898,987) (1,093,701) (206,836) (201,499) (396,951)
Unrecognized loan commitment - (28,330) (28,330) - - -
Derivative liabilities
Trading: 2,530 - - - - -
Outflow - (198,278) (197,930) (348) - -
Inflow - 195,748 195,400 348 -

2,114,923 (2,147,185) (1,190,797) (357,938) (201,499) (396,951)

The table above shows the undiscounted cash fldwtheo Bank’s financial liabilities and unrecognizéaan

commitments on the basis of their earliest possibletractual maturity. The Bank’s expected cashdl on these
instruments vary significantly from this analysisor example, demand and savings deposits from messo are
expected to maintain a stable or increase balance.

27.4 Market risks

Market risk is the risk that changes in marketgsi such as interest rate, equity prices, foreigiange rates and
credit spreads will affect the Bank’s income or tlaue of its holding of financial instruments. elbbjective of
market risk management is to manage and controkehaisk exposures within acceptable parameterslewh
optimizing the return on risk.

2741 Management of market risks

The Bank separates its exposure to market riskdmtvirading and non-trading portfolios. Tradingtfmdios include
positions arising from market making and proprigtaositions together with financial assets andilitéds that are
managed on a fair value basis. The managemergehas place various limits as tool to control tiek and it is
monitored by Risk Management Department.

The Bank uses Value at Risk (VaR) model to measiaeket risk — foreign exchange and interest rate he VaR
model used by the bank is based on 98% confiderves. [VaR is calculated for foreign exchange riskdaily basis
and interest rate risk on weekly basis and is stibdhto ALCO on regular basis.

Overall authority for market risk is vested with @D. Risk Management is responsible for the devetoyinof
detailed risk management policies, subject to maed approval by ALCO/Board and for the day-to-deyiew of
their implementation. As a risk control mechanismits are put in place for foreign exchange opesitmns.
Positions are managed and monitored on an on dmBig by the Treasury. Periodical reporting is madALCO
who deliberate on the issue and give necessarago@to Treasury.

The Bank had the following significant net exposulenominated in foreign currencies as at 31 Deeemb

Net Net Net
Forward
exposure exposure  exposure

Assets Liabilities  Purchases Sales 2010 2010 2009
FCY’'000 FCY’'000 FCY’'000 FCY’'000 FCY’'000 RO’000 RO’000
US Dollars 770,924 436,966 50,046 274,054 109,950 42,30 45,045
Indian Rupees 1,278,668 1,279,037 - - 369 3 1
Others 259 521
42,59< 45,567
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27.4 Market risks (continued)

The majority of the exposure is in US Dollar and anagement do not believe that the Bank is exptsany
material exchange risk as the US Dollar is peggiétd Rial Omani.

27.4.2 Exposure to interest rate risk-non-trading portfolios

The principal risk to which non-trading portfoliase exposed is the risk of loss from fluctuatiamshie future cash
flows or fair values of financial instrument becaud a change in market interest rates. Intemgstnisk is managed
through monitoring interest rate gaps. The ALCQhis monitoring body for compliance with various ilisnand is
assisted by Risk Management in its day-to-day moinijj activities. Monitoring is carried out througe statement
of interest rate sensitivity with impact study aryahange in the movement in interest.

Interest rate risk is the sensitivity of the Banfisancial condition to movements in interest ratelissmatches or
gaps in the amount of assets, liabilities and ofimancial instruments can generate interest riate the impact of
which is a function of the interest rate changed i@ maturity profile of the assets and liabittiePositions are
monitored regularly and hedging strategies are ts@thnage the interest rate risk.

The Bank’s interest sensitivity position based ontractual repricing arrangements or maturity ab&tember 2010

was as follows:

Assets

Cash and balances with central banks
Treasury bills and certificates of deposit
Due from other banks

Loans and advances

Investments

Total

Liabilities

Due to banks

Deposits from customers
Total

Interest sensitivity gap

Assets

Cash and balances with central banks
Treasury bills and certificates of deposit
Due from other banks

Loans and advances

Investments

Total

Liabilities

Due to banks

Deposits from customers
Total

Interest sensitivity gap

Effective
interest
rate %

0.28
1.37
5.01
2.66
3.84

0.77
0.82
0.82

Effective
interest
rate %

0.28
1.37
5.01
2.66
3.84

0.77
0.82
0.82

Less
than 6 6to 12
months months
RO’'000 RO’000

139,192 -
69,147 4,518
303,719 21,718
1,401

Non-
Over 12 interest
months sensitive Total
RO’000 RO’000 RO’000

- 127,458 127,458

- - 139,192

1,403 6,984 82,052
301,303 12,366 639,106
11,761 18,568 31,730

512,058  27.637

58,075 -
321,231 17,005

314,467 165376 1.019.538

- 25,920 83,995
8,116 450,606 796,958

379,306  17.005
132,752 10,632

Less
than 6 6to 12
months months
US$'000 US$000

361,53¢ -
179,60¢ 11,735
788,81 56,410

- 3,639

8116 476,526 880.953

Non-
Over 12 interest
months  sensitive Total
US$000 US$000 US$000

331,06( 331,060
- - 361,538

3,644 18,140 213,122
782,606 32,119 1,660,016
30,548 48,229 82,416

1,330,0.2 71,784

816.798_ 429548 _ 2,648,152

150,844 -
834,366 44,169

- 67,325 218,169
21,081 1,170,405 2,070,021

-985210 _ 44,169
344,812 27,615
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27 Risk Management (continued)

27.4 Market risks (continued)
27.4.2 Exposure to interest rate risk-non-trading portfolios (continued)

The Bank’s interest sensitivity position based ontractual repricing arrangements or maturity ab&tember 2009
was as follows:
Non-
Effective Lessthan 6to 12 Over 12 interest
Interest 6 months months months  sensitive Total
Assets rate % RO000 RO000 RO’000 RO’000 RO’000

Cash and balances with central banks

- - - 107,26C 107,260
Treasury bills and certificates of deposit 0.96 175,00C 4,931

- - 179,931
Due from other banks 2.34 14,648 3,824 1,513 4,153 24,138
Loans and advances 5.33 290,632 17,692 297,373 8,912 614,610
Investments 2.94 - - 12,850 18,188 31,038
Total 480,281 26,447 311,736 138,512 956,977
Liabilities
Due to banks 0.92 62,247 - - 21,140 83,387
Deposits from customers 1.03 250,05C 46,195 7,703 425,93€ 729,884
Total 312,297 46,195 7,703 447 ,07€ 813,271
Interest sensitivity gap 167,984 (19,748 304,033

Non-
Effective Lessthan 6to 12 Over 12 interest
Interest 6 months months months  sensitive Total

Assets rate % US$000 US$000 US$H000 US$000 US$000

Cash and balances with central banks - - - 278,597 278,597
Treasury bills and certificates of deposit 0.96 454 54k 12,808 - - 467,353
Due from other banks 2.34 38,047 9,932 3,930 10,787 62,696
Loans and advances 5.33 754,891 45953 772,397 23,149 1,596,390
Investments 2.94 - - 33,377 47,241 80,618
Total 1,247,48: 68,693 809,704 359,774 2,485,654
Liabilities

Due to banks 0.92 161,681 - - 54,909 216,590
Deposits from customers 1.03 649,481 119,987 20,008 1,106,327 1,895,803
Total 811,162 119,987 20,008 1,161,23¢ 2,112,393
Interest sensitivity gap 436,321 (51,294 789,696

The management of interest rate risk against isteege gap limits is supplemented by monitoring $kensitivity of
the Bank’s financial assets and liabilities to was standard and non-standard interest rate sosndtie impact of
incremental 100 basis points parallel fall or riseall yield curves worldwide at the beginning bftyear on net
interest income for the next 12 months is as fodlow

100 bp 100 bp 100 bp 100 bp
parallel parallel parallel parallel
increase decrease increase decrease
RO’000 RO’000 US$ 000 US$ '000

At 31 December 2010 1,256 (1,256) 3,262 (3,262)
At 31 December 2009 1,495 (1,495) 3,883 (3,883)
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27.4 Market risks (continued)
Sensitivity analysis — equity price risk

Quoted investments of the bank are listed on MuSeatrrities Market (“MSM”) and Foreign Governmeaturities.
For such investments classified as available fée savestments a 6% increase in MSM 30 index wddde
increased Equity by RO 146,000 (2009 — RO 389,@0@r tax; an equal change in the opposite diractould
have decreased equity by RO 146,000 after tax (20R® 389,000). The analysis is performed on theedaasis for
20009.

27.5  Operational risks

Operational risks are the risk of direct or indirkxss arising as a result of operational erraed, lapse or absence
of proper procedures or controls. They range frioenlarge scale (failure to maintain a proper bussir@ntinuity site
in the event of major business disruption) to thmals scale (maintaining proper dual control andoiveg) but they
all have the potential to disrupt the businessroft unpredictable ways. These risks also incliahs, of reputation,
failure to comply with laws and regulations, opemgtoutside of an accepted code of business corahetethics and
lapses in proper corporate governance.

The Bank has an Operational Risk policy and an &eral Manual, supported by Desk Top Procedureaiga by
Quality Assurance Department. Personnel Policied Brocedures manual and Code of Conduct and Ethical
Standards and Directors Handbook address the wammuirements to mitigate risks.

The primary responsibility for the development amglementation of controls to address operatiois#l is assigned
to senior management within each business unittwinidudes:

»  Segregation of duties, including the independetitairation of transactions

» Reconciliation and monitoring of transactions

» Compliance with regulatory and other legal requeam

« Documentation of controls and procedures

» Periodic assessment of operational risks facedtladdequacy of controls and procedures to addness

risks identified

» Reporting of operational losses and proposed reahadtion

» Development of contingency plans

e Training and professional development

» Ethical and business standards

* Risk mitigation including insurance where effective

The Risk Committee which includes Senior Managenoérthe Bank and Chaired by the General Managegtsne
once a month to review the risk concerns / riskgation across the Bank, with follow up on the &ssuliscussed at
the previous meeting.

Compliance is supported by a programme of perioggews undertaken by Internal Audit. The resuftdnternal

Audit reviews are discussed with the managemenh@fbusiness unit to which they relate, with suliois to the
Audit Committee and senior management of the Bank.
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27.6 Capital Management

27.6.1 Regulatory Capital

The CBO sets and monitors capital requirementshieBank. The overseas branches are directly sisgery their
local regulators. In implementing current capigdiuirements, the CBO requires the Bank to mairdagmescribed
ratio of total capital to total risk-weighted assit line with Basel Il requirements effective hdary 2007.

The Banks regulatory capital is analysed into twost

Tier 1 capital, which includes ordinary share capitretained earnings, after deduction for othegulaory
adjustments relating to items that are includeddquity but are treated differently for capital adagy purposes, such

as fair value reserve relating to unrealised gaimequity instruments classified as available-fdes

Tier 2 capital, which includes qualifying subordiga liabilities, collective impairment allowancasdathe element of
fair value reserve relating to unrealised gaingguity instruments classified as available-for-sale

The Bank’s policy is to maintain a strong capitabé so as to maintain investor, depositor and rhadididence and
to sustain future business developments. The impfaitie level of capital on shareholders’ returmalso recognized
and the Bank recognizes the need to maintain axtalbetween returns and the security offered kyoag capital
position. There have been no material changesiB#nk’s management of capital during the period.

The Bank’s regulatory capital position at 31 Decembas as follows:

2009 2010 2010 2009
US$'000 US$'000 RO’000 RO’000
Tier 1 capital
237,208 237,208 Ordinary share capital 91,325 91,325
80,873 81,439 Legal reserve 31,354 31,136
5,125 15,033 Retained earnings 5,788 1,973
(1,771) (1,971) Other regulatory adjustments (759) (682)
321,435 331,709 Total 127,708 123,752
Tier 2 capital
6,481 6,865 Fair value reserve for available-for-sale equity 2,643 2,495
securities
15,052 14,919 Collective allowances for impairment 5,744 5,795
21,533 21,784 Total 8,387 8,290
342,968 353,493 Total regulatory capital 136,095 132,042
Risk-weighted assets
1,863,465 1,972,678 Banking book 759,481 717,434
218,647 210,890 Operational risk 81,193 84,179
155,553 157,597 Market risk 60,675 59,888
2,237,665 2,341,165 Total risk-weighted assets 901,349 861,501

Capital ratios
Total regulatory capital expressed as a

15.33 15.10 percentage of total risk-weighted assets 15.10 15.33
Total tier 1 capital expressed as a percentage
14.36 14.17 of risk-weighted assets 14.17 14.36

28 Comparative balances

The corresponding figures of 2009 included for carafive purposes have been reclassified to confeitin the
presentation in the current period.
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