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OMAN INTERNATIONAL BANK SAOG

RInA

KPMG Tel 968 24703181
4th Floor, HSBC Bank Building Fax §68 24700839
MBD

PO. Box 641

PC. 112

Sultanate of Oman

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

Report on the financial statements

We have audited the financial statements of Oman International Bank SAOG (“the Bank™) set out on pages 2
to 47, which comprise the statement of financial position as at 31 December 2009, and the statements of
comprehensive income, changes in equity and cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management’s responsibility for the financial statements

The Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, the disclosure requirements of the Capital
Market Authority and the Commercial Companies Law of 1974, as amended. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply
with relevant ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on our judgment, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, we consider internal control relevant to the Bank’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Bank’s internal control. An audit also
includes evaluating the appropriateness of accounting principles used and the reasonableness of accounting
estimates made by the Bank’s Management. as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Opinion

In our opinion, the financial statements present fairly. in all material respects. the financial position of Oman
International Bank SAOG as at 31 December 2009 and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards.

Report on other Legal and Regulatory Requirements
In our opinion, the financial statements of Oman International Bank SAOG as at and for the year ended
31 December 2009, in all material respects, comply with:

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

”~
[/ ’ /\/{_/k
28 January 2010 Masud Ansari
KPMG, 2 branch office estabissived under the iaws of Oman,
is a member of KPMG Intermational. 3 Swiss cooperatve CR No. 1/30336%8



OMAN INTERNATIONAL BANK SAOG

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDE D 31 DECEMBER 2009

2008
US$'000

114,670
(37.387)
77,283
39,395
116,678
(48.442)
68,236
(5,327)

23,319

US $ 0.084

2009
US$'000

104,504 Interest income
(21,761) Interest expense
82,743 Net interest income

29,091

—_—

Other operating income
111,834 Total income

(50,384) Other operating expenditure
61,450 Operating profit before provisions
(8,465) Provision for loan impairment

10,512 Impact of recoveries / write back

Proposed directors’ remuneration

63,497 Profit before taxation
(7,595) Taxation

55,902 Net profit for the year

Other comprehensive income

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

- Revaluation of land

Effect of currency translation

Other comprehensive income for the year

Total comprehensive income for the year

US $ 0.061 Basic earnings per share

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

Report of the Auditors - page 1.

2009 2008

Note RO’000 RO’000
40,234 44,148
(8,378) (14,394)
31,856 29,754

3 11,200 15,167
43,056 44,921

3 (19,398)  (18,650)
23,658 26,271

9  (3,259) (2,051)
4 4,047 8,978
24,446 33,198

5 (2,924) (3.724)
21,522 29,474
1,609 (1,724)

- 45

_115 82
_1.724 (1.597)
23246 27,877

6 RO 0.024 RO 0.032



OMAN INTERNATIONAL BANK SAOG

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2 009

2008
US$'000

340,577
415,584
66,784
1,628,021
87,901
77,979
27,818
2,644,664

267,901
1,894,325
34,151
2,196,377

237,208
142,896

68,183
448,287

2,644,664

US$ 0.49

603,304

The financial statements on pages 2 to 47 wereoapdr by the Board of Directors on 28 January 2010

2009
US$'000

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

B e Sy

2,699,558

216,590
1,895,803
142,545

B e AL\

2,254,938

—_——

237,208
150,101

57,311
444,620

2,699,558

US$ 0.49

683,839

2009 2008

Note RO’000 RO’'000
Assets
Cash and balances with central banks 107,260 131,122
Treasury bills and certificates of deposit 7 179,931 160,000
Due from other banks 8 24,138 25,712
Loans and advances 9 614,610 626,788
Investments 10 31,038 33,842
Property and equipment 11 30,085 30,022
Other assets 12 52,268 10,710
Total assets 1,039,330 1,018,196
Liabilities
Due to banks 13 83,387 103,142
Deposits from customers 14 729,884 729,315
Other liabilities 15 54,880 13,148
Total liabilities 868,151 845,605
Equity
Share capital 16 91,325 91,325
Non-distributable reserves 17 57,789 55,015
Retained profits 22,065 26,251
Total equity 171,179 172,591
Total liabilities and equity 1,039,330 1,018,196
Net asset per share RO 0.187 RO 0.189
Letters of credit and guarantees 18 263,278 232,272

and were signed on their behalf by:

REEM OMAR ZAWAWI

CHAIRPERSON

BIPIN DHARAMSEY NENSEY
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 31 DECEMBER 2009

At 1 January 2008
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 vatu
Total other comprehensive income
Total comprehensive income for the year
Transfer to legal / statutory reserve
Transactions with shareholders, recorded directlyn equity
Dividend paid for 2007
Stock dividend for 2007
Total distribution to share holders
At 31 December 2008

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 vatu
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
At 31 December 2009

At 31 December 2009 (US$'000)
At 31 December 2008 (US$'000)
Note

Share
capital
RO’000

83,023

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

26,399

I~
(2]
N
N
w

17(a)

Statutory
reserve
RO’000

678

(118)

Investment
revaluation
reserve
RO’000

4,245

7,642

17(c)

Asset
revaluation
reserve
RO’000

22,064

Retained
profits
RO’000

25,740
29,474
100

(321_)

(221)
29,253
(3,005)

(17,435)

(8.302)
(25,7379

26,251

21,522

107

107

21,629
(1,157)

(24,658)

17(d)

Total
RO’000

162,149
29,474
82

(2,005)
281

(24,658)

: b




OMAN INTERNATIONAL BANK SAOG

STATEMENT OF CASH FLOW S
FOR THE YEAR ENDED 31 DECEMBER 2009

2008
US$'000

86,228
2,935

(17,99_2)
(9,205)

743
(21)
(2.371)

60,317
(50,257)

151,878
(155,655)

23,018
(2,194)
(213,997)
(29,755)
(216,645)
(9,843)
(226,488)

(13,852)
(1,390)
21,527
19,132

36
5,017
30,470

45,286
45,286

i

(241,304)

2009
US$'000

63,497
3,023

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

(648)

34
61,114

(5,312)
(12,987)
(1,413)
33,678
(114,933)
34,198
1,478
111,059
106,882
9,610
97,272

E

(19,481)
(3,122)

(64,047)
(64,047)

51,502

\E

Note

Profit before taxation

Adjustments for:

Depreciation

Proposed directors’ remuneration

Provision for loan impairment (net of recoveries)

Interest/dividend on investments

Unrealised (gains) /losses on foreign exchange
contracts and swaps

Profit on disposal of property and equipment

Loss /(gain) 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 (used in) 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 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.

2009 2008
RO’000 RO’000
24,446 33,198
1,164 1,130

(788) (6,927)
(1,057) (3,544)
(250) 286
- (8)
13 (913)
23528 23,222
(2,045)  (19,349)
(5,000) -
(544) 58,473
12,966  (59,927)
(44,249) 8,862
13,166 (845)
569 (82,389)
42,758  (11.456)
41,149  (83,409)
(3,700) (3.789)
37,449 87,198
(7,500) (5,333)
(1,202) (535)
11,655 8,288
4,182 7,366
- 14
(98) 1,931
7,037 11,731
(24,658)  (17.435)
(24,658)  (17.435)
19,828  (92,902)
191,900 284,802
211728 191,900




OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1 Legal status and principal activities

Oman International Bank SAOG (the Bank) is an Omani joint stock company, which was incogped 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 daffitke Bank is P.O. Box 1727, CPO Seeb, Postakddd, and
Sultanate of Oman. The Bank has its shares ligteduscat 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 allybars presented, unless otherwise stated (referatl and 2.1.2
below)

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 Makk#tority, the
Commercial Company Law of the Sultanate of Oman thiedapplicable regulations of the Central BankOofian
(“*CBO”). The financial statements are prepared uride historical cost convention as modified by t&ealuation of
land, available-for-sale investment securitiesestinents carried at fair value through profit aslofinancial assets
and financial liabilities held for trading and dBrivative instruments.

The preparation of financial statements in conftymiith IFRS requires the use of certain criticacaunting
estimates. It also requires management to exeitsiggdgment in the process of applying the Bard¢gounting
policies. The areas involving a higher degree dfjjuent or complexity, or areas where assumptiodseatimates
are significant to the financial statements areldged in Note 2.22.

Effective 1 January 2009, the Bank has changeatitsunting policies in the following areas:

« Determination and presentation of operating segment
» Presentation of financial statements

2.1.1 Determination and presentation of the operation segments

As of 1 January 2009 the Bank determines and pregamating segments based on the informationitibetnally is
provided to the Business Committee, which is thakBachief operating decision maker. This changadoounting
policy is due to the adoption of IFRS 8 Operatiregi®ent. Previously operating segments were detedmamd
presented in accordance with IAS 14 Segment Reygpriihe new accounting policy in respect of opagasegment
disclosure is presented as follows.

Comparative segment information has been re-predeimt conformity with the transitional requiremems this
standard. Since the change in accounting policy onpacts presentation and disclosure aspectsg tharo impact
on earning per share.

An operating segment is a component of the Bantkehgages in business activities from which it ragn revenues
and incur expenses, including revenues and expehstsrelate to transactions with any of the Banéther
components, whose operating results are reviewgdlady by the Business Committee to make decisiainsut
resources allocated to the segment and asses®rirpance, and for which discrete financial infation is
available. Segment results that are reported t®tsiness Committee include items directly atti@tle to a segment
as well as those that can be allocated on a rebkobasis. Unallocated items comprise mainly camassets
(primarily the Bank’s headquarters), head officpanses, and income tax assets and liabilities.

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



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2.1 Basis of preparation (continued)
2.1.2 Presentation of financial statements

The Bank applies revised IAS 1 presentation ofrfaial statements (2007), which became effectivefds January
2009. As a result, the Bank presents in the statewfechanges in equity all owner changes in equityereas all
non-owner changes in equity are presented in #tteraent of comprehensive income.

Comparative information has been re-presented aitthalso is in conformity with the revised stardiaSince the
change accounting policy only impacts presenta&pects, there is no impact on earnings per share.

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 comprehensive incomeanslation differences on non-monetary itemshsas
equities held at fair value through profit or losse reported as part of the fair value gain os.lo§ranslation
differences on non-monetary items classified adlabha-for-sale financial assets are included ia thvestment
revaluation reserve in equity.

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 beararie taken directly to retained profits.

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 assetsat 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 agbattern of short-term profit-taking. Derivativegalso categorised
as held for trading unless they are designateedgihg instruments.



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2. Summary of significant accounting policies (coimued)

2.3 Financial assets (continued)
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 derivativeesse
treated as held for trading and the underlyingrfoial instruments were carried at amortised cost;

e certain investments, that are managed and evaloatedfair value basis in accordance with a doctiekrisk
management or investment strategy and reporte@yarianagement personnel on that basis are dedigatate
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 conjunctith designated
financial assets or financial liabilities are indhd in ‘other operating income’.

2.3.2 Loansand receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahatejuoted in
an active market, other than: (a) those that thekHatends to sell immediately or in the short-terwhich are
classified as held for trading, and those thaB®aek upon initial recognition designates as at\falue through profit
or loss; (b) those that the Bank upon initial redbgn designates as available-for-sale; or (cséhéor which the
Bank may not recover substantially all of its miiinvestment, other than because of credit deteian.

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.

2.3.4 Available-for-sale financial assets

Available-for-sale financial assets are those idéghto be held for an indefinite period of time,iethmay 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 aasédsr value through profit or loss, held-to-méiuand 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 irltiaecognised at fair
value, and transaction costs are expensed in thensnt of comprehensive income. Financial asseds a
derecognised when the rights to receive cash flibars the financial assets have expired or whereBaek has
transferred substantially all risks and rewardsowhership. Financial liabilities are derecogniseldew they are
extinguished — that is, when the obligation is késged, cancelled or expires.

Available-for-sale financial assets and financisdets at fair value through profit or loss are sghently carried at
fair value. Loans and receivables and held-to-nitgtinvestments are carried at amortised cost uttiegeffective
interest method. Gains and losses arising fromgdsaim the fair value of the financial assets atvfalue through
profit or loss category are included in the stateineé comprehensive income in the period in whioéytarise. Gains
and losses arising from changes in the fair vafiavailable-for-sale financial assets are recoghdiesctly in equity,
until the financial asset is derecognised or ingghiAt this time, the cumulative gain or loss poexly recognised in
equity is recognised in profit or loss. Howevertenest calculated using the effective interest oetand foreign
currency gains and losses on monetary assets fiddsas available-for-sale are recognised in tlaestent of
comprehensive income.



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2. Summary of significant accounting policies (coimued)
2.3 Financial assets (continued)

The fair values of quoted investments in activekatr are based on current bid prices. If thereiactive market
for a financial asset, the Bank establishes fdinesaising valuation techniques. These include Heeaf recent arm’s
length transactions, discounted cash flow analyggsion 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 indile¢i.e., derived
from prices). This category includes instrumenthied using: quoted market prices in active marketssimilar

instruments; quoted prices for identical or simifestruments in markets that are considered less dlotive; 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 inelsidnstrument that are valued base on quoted pfacesimilar
instruments where significant unobservable adjustsner assumptions are required to reflect diffeesrbetween the
instruments.

The Bank uses widely recognized valuation modefsdigtermining the fair value of common and morepsén
financial instruments, like interest rate swapd omward foreign exchange contract that use obseovable market
data and require little management judgment arichatsbn. 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 valae the date on which a derivative contract is eatento and are
subsequently re-measured at their fair value. ¥alites are obtained from quoted market prices fiveacnarkets,
including recent market transactions, and valuatemhniques, including discounted cash flow moaeld options
pricing models, as appropriate. All derivatives eaeried as assets when fair value is positiveamliabilities 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.



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2. Summary of significant accounting policies (coimued)

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 bangasury 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 acquUmedienerating a
profit from short-term fluctuations in price or des margin are classified as held for trading atigbr treasury bills
are classified as loans and receivables. Treaslisyheld for trading are stated at their fair v@lbased on quoted
market prices or amounts derived from cash flow eledJnrealised gains and losses arising from ahangthe fair

value of treasury bills classified as held for tngdare recognised in the statement of comprehenstsome as they
arise. Treasury bills classified as loans and vad@és are stated at their amortised cost.

2.8 Due from banks and money market placements

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

2.9 Property and equipment

All property and equipment except freehold landsiaded at historical cost less depreciation. Hisabcost includes
expenditure that is directly attributable to theyasition of the items. Revaluation of freeholddais carried out
every three years on an open market value bas@snbyndependent professional valuer. Net surplusisg@ on
revaluation are credited to a revaluation reseexeept that a revaluation increase is recognizeth@sne to the
extent that it reverses a revaluation decreasheo§ame asset previously recognized as an exp@ndecrease as a
result of a revaluation is recognized as an expesseept that it is charged directly against argteel revaluation
surplus to the extent that the decrease does meedxthe amount held in the revaluation surpluggpect of that
asset. On disposal the related revaluation surigusansferred directly to retained earnings. §fars from
revaluation surplus to retained earnings are natentrough statement of comprehensive 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 repaind maintenance are charged to other operatjpgnegs during
the financial period in which they are incurred.

Land is not depreciated. Depreciation is calcula®das to write off the cost of property and equptnother than
freehold land, less their estimated residual valaasa straight-line basis over the estimated lisighs of the assets
concerned. Capital work-in-progress is not depitedi until the assets are ready for use. The pahéives 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 ohdftsr, the period of the lease. Improvementsdsdd property are
amortised over five years.

10



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2. Summary of significant accounting policies (coimued)
2.9 Property and equipment (continued)

The assets’ residual values and useful lives arewed, and adjusted if appropriate, at each seterof financial

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

immediately to its recoverable amount if the assedirrying amount is greater than its estimatedwer@ble amount.
The recoverable amount is the higher of the astt'salue less costs to sell and value in use.

Gains and losses on disposals are determined byaranrg proceeds with carrying amount. These aredied in the
statement of comprehensive income.

2.10 Sale and purchase agreement

Securities sold subject to linked repurchase ageetsr('repos') are retained in the financial statémas investment
securities and the counter party liability is irddal in amounts due to banks. Securities purchaseer agreements
to resell (‘'reverse repos') are recorded as due @ither banks. The difference between sale andekase price is
treated as interest and accrued over the lifeefépo agreement using the effective yield method.

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 indivillpaignificant. If the
Bank determines that no objective evidence of immpaint exists for an individually assessed finanaslet, whether
significant or not, it includes the asset in a graf financial assets with similar credit risk caeteristics and
collectively assesses them for impairment. Astws are individually assessed for impairment amdvfhich an
impairment loss is or continues to be recognisechat included in a collective assessment of inmpauit.

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 iredatning whether
the assets are impaired. If any such evidencesefas available-for-sale financial assets, the clative loss —
measured as the difference between the acquisibehand the current fair value, less any impaitniess on that
financial asset previously recognised in profitlass — is removed from equity and recognised instiatement of
comprehensive income. Impairment losses recognisethe statement of comprehensive income on equity
instruments are not reversed through the stateofestmprehensive income. If, in a subsequent pefiothe case
of debt instrument classified as available for stde fair value increases and the increase cabjeetively related
to an event occurring after the impairment loss wemognised in the statement of comprehensive ie¢cdhe
impairment loss is reversed through the statemiectrmprehensive income.

11



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2. Summary of significant accounting policies (coimued)

2.11 Impairment of financial assets (continued)

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 recoverableingpairment loss is recognised for the amount bigkvthe 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 (ageterating 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 comprehensive income over thegeii the borrowings using the effective interestimod.

2.13  Deposits

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

2.14 End of service benefits and leave entitlement

End of service benefits are accrued in accordante the terms of employment of the Bank's employaeshe

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

2.15 Provisions

Provisions for legal claims are recognised whea: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 thdigdition; 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 clasgifes held for
trading or designated at fair value through profitloss, are recognised within ‘interest incomat dinterest
expense’ in the statement of comprehensive incaimg the effective interest method.

The effective interest method is a method of caliing the amortised cost of a financial asset fimancial liability
and of allocating the interest income or interetemse over the relevant period. The effectiver@serate is the rate
that exactly discounts estimated future cash patgr@mreceipts through the expected life of thariicial 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 Bastingates cash flows considering all contractuahgeof the financial
instrument but does not consider future creditdesShe calculation includes all fees paid or remgibetween
parties to the contract that are an integral pettie effective interest rate, transaction costs @hother premiums or
discounts.

Contractual interest is recognised unless collédtahs in doubt. Interest on interest bearingditial assets
classified as held for trading or at fair valueotingh profit or loss is recognised on an accruakbas
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2. Summary of significant accounting policies (coimued)

2.17 Fee and commission income

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

2.18 Dividend income
Dividends are recognised in the statement of cohgrgive income once notice of entitlement is reambiv
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 comprehensive income except to trenehat it relates to items recognised directlgduity, in which
case it is recognised in equity.

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®d on the basis of the relevant taxation lawthefcountries in
which the Bank operates.

Deferred income tax is provided in full, using tlireility method, on temporary differences betweka carrying
amounts of assets and liabilities for financialamimg purposes and the amounts used for taxatigpgses (the tax
base). The amount of deferred tax provided is dase the expected manner of realisation or settéroé the
carrying amount of assets and liabilities, usingrites enacted or substantially enacted at thienséant of financial
position date. The principal temporary differenaese from depreciation of property and equipmprdyisions, tax
losses carried forward and unrealised gains oefes investments.

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 Bankahgages in business activities from which it reayn revenues
and incur expense, including revenues and expetisgsrelate to transactions with any of the Banéther
components, whose operating results are reviewgaady by the Business Committee (being the cbigdrating
decision maker) to make decisions about resourbesated to each segment and assess its performandefor
which discrete financial information is available

2.21  Fiduciary activities

Assets and income arising thereon together wittedl 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:
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2. Summary of significant accounting policies (coimued)
2.22 Critical accounting estimates and judgments ¢mtinued)

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 im statement of comprehensive income. In particatamsiderable
judgement by management is required in the estimatif the amount and timing of future cash flowsewh
determining the level of provisions required. Swshimates are necessarily based on assumptiond abeeral
factors involving varying degrees of judgment andeartainty and actual results may differ resultmfuture changes
to such provisions.

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. Therefore, thisreo off-balance sheet commitment for acceptances

2.25 Director’s remuneration

The Directors’ remuneration is governed as setirotiie 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 requiremeagplicable
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 2009, and have not been applied in prepthriese financial statements. None of these wilehan effect
on the financial statements of the company, with ¢lxception of IFRS 9 Financial Instruments, puigld on 12
November 2009 as part of phase | of the IASB’s cahensive project to replace IAS 39, deals witlsgifecation

and measurement of financial assets. The requinsnainthis 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 applicatfopermitted.
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

3 Analysis of other operating income and expendit
2008 2009
US$'000 US$'000

Other operating income

16,748 17,470 Fee and commission income
6,156 4,636 Exchange income
2,371 (34) (Loss)/ gain on investments
6,208 179 Dividend income
7,912 6,840 Other income
39,395 29.091
Other operating expenditure
Staff costs:
304 257 End of service benefits
1,109 1,179 Social security and defined contribution plan c
27,057 27,364 Salaries and other staff costs
28,470 28,800
4,036 4,397 Occupancy costs
2,935 3,023 Depreciation
Other operating costs:
2,151 2,927 Advertisement and publicity
1,948 1,899 Communication
1,312 1,239 Insurance
2,634 3,054 Repairs and maintenance
4,956 5,045 Others
48,442 50,384
4 Impact of recoveries / write back
2008 2009
US$'000 US$'000
15,748 5,153 Provision for loan impairment
7,140 3,117 Reserved interest
431 2,242 Technically transferred to memorandum accoul
23,319 10,512
5 Taxation

The taxation charge for the year is as follows:

2008
US$'000

9,613
60
9.673

2009
US$'000

7,712

(117)
7,595

Oman taxation
- current
- deferred

15

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

2008
RO’000

6,448
2,370
913
2,390
3.046
15,167

117
427
10,417
10,961
1,554
1,130

828
750
505
1,014
1.908
18,650

2008
RO’000

6,063
2,749
_ 166
8,978

2008
RO’000

3,701
23
3.724



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

5 Taxation (continued)

Income tax for the Oman operations has been adgareall years up to 2002; all subsequent yearssatgect to
agreement with the Tax Authorities.

Income tax for the Indian operations has been dgiaeall years to 31 March 1989; all subsequertryere subject
to agreement by the Tax Authorities. In the taxeasments in respect of these years, the Tax Atit®have not
recognised certain exemptions claimed by the Begdylting in a tax demand of approximately RO 4Q@,Which
has not been provided in the financial stateméris. Bank has lodged an appeal with the Tax Autiesritontesting
the above decision. The Management believes teappeal will be successful.

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

The tax rates applicable to the Bank in Oman is 12908 - 12%). For the purpose of determining theexpense
for the year, the accounting profit has been adfu$br tax purposes. Adjustments for tax purposebide items
relating to both income and expense. After givirifpa to these adjustments, the average effectiwerate is
estimated to be 11.96% (2008 - 11.15 %).

The difference between the applicable tax rate28b and the effective tax rate of 11.80% 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 @ofd2% (2008 - 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 sharesuej as follows:

2008 2009 2009 2008
913,257 913,257 Weighted average number of shares in issue (' 913,257 913,257
76,555 55,902 Net profit for the year (US$'000 / RO’000) 21,522 29,474

0.084 0.061 Basic earnings per share (US$/ RO) 0.024 0.032

No figure for diluted earnings per share has baesgnted as the Bank has not issued any instrumwbith would
have an impact on earnings per share when exercised

During the year ended 31 December 2008, the Basueds 8,302,338 bonus shares of RO 1 each to tlséingxi
shareholders, since the bonus issue was withoudidenation; the issue is treated as if it had aeclprior to the
beginning of year 2007.

During the year ended 31 December 2008, the nomaiaé of the share was split from a nominal valBRO 1 each

to a nominal value of RO 0.100 each and was apprbyeExtra Ordinary General meeting on 6 Octob&l&he
earnings per share have been calculated usinglhstsgares for all the periods presented.
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

7 Treasury bills and certificates of deposit
2008 2009
US$'000 US$'000
415,584 467,353 Certificates of deposit
415,584 467,353
8 Due from other banks
2008 2009
US$'000 US$'000
34,065 50,036 Placements
32,719 12,660 Others
66,784 62,696
9 Loans and advances
2008 2009
US$'000 US$'000
196,974 197,081 Overdrafts
1,558,644 1,567,616 Loans
37,452 16,582 Bills discounted/purchased
1,793,070 1,781,279 Gross loans and advances
(78,395) (81,678) Provision for loan impairment
(86,654) (103,211)  Reserved interest

1,628,021 1,596,390 Loans and advances (net)

CBO requires provision for loan impairment to bad®a on the basis of the higher of provision aslpernational
Accounting Standards (IAS) 39 — Financial InstruteeRecognition and Measurement and as per CBOsioma

portfolio basis on the non-performing loans.

CBO also requires as per circular BM 977 a genkah loss provision to cover expected losses, va®eiERS
requires collective impairment based on incurrestds. As per BM 977, the financial statements dela general
provision of RO 5.8 million which is based on apested loan loss provisioning model developed hyeDMWyman,
a leading international firm for financial servicetrategy and risk management consultancy. Théedible
impairment provision as required under IAS 39 basedin incurred loss model developed by the sameut@ant

amounts to RO 0.8 million.

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

Specific
provision
RO’000
At 1 January 23,986
Currency translation effect on opening balance (10)
Provided during the year 3,255
Released during the year:
- due to recoveries (1,170)
- due to write back (410)
At 31 December 25,651

17

Total

provision

RO’000

30,182
(11)
3,259

(1,170)
(814)

31,446

2009 2008
RO’000 RO’000
179,931 160,000
179,931 160,000
2009 2008
RO’000 RO’000
19,264 13,115
4,874 12,597
24,138 25,712
2009 2008
RO’000 RO’000
75,876 75,835
603,532 600,078
6,384 14,419
685,792 690,332
(31,446) (30,182)
(39,736) (33,362)
614,610 626,788

Total

provision

US$'000

78,395
(29)
8,465

(3,039)

(2,114)
81.678



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

9. Loans and advances (continued)

The movement on the provision for loan impairmenirty 2008 is analysed as follows:

Specific General Total
provision provision provision
RO’000 RO’000 RO’000
At 1 January 30,221 5,992 36,213
Currency translation effect on opening balanc (412) (6) (417)
Provided during the year 1,833 218 2,051
Released during the year:
- due to recoveries (4,416) - (4,416)
- due to write back (2,639) (8) (1,647)
Technically transferred to memorandum accol (2,600) - (2,600)
during the year
Written off during the year (2) - (2)
At 31 December 23,986 6,196 30,182

The movement on reserved interest during the peanalysed as follows:

2008 2009
US$'000 US$'000
112,525 86,654

(6,014) -

16,068 19,674

(7,140) (3,117)
(28,780) -

(5) -

86,654 103,211.

The total loans technically transferred duringyhar 2008 to memorandum account are with the ifyltit of recovery
being continued. These were in respect of the ambsm India in the amount of RO 12.7 million, amdre fully

provided by the Bank.

At 31 December 2009, loans and advances on whiehmest has not been accrued amounted to RO 72l@mil
(2008 — RO 61.5 million). Government soft loans antong to RO 4.3 million (2008 - RO 4.3 million)navhich the
principal is guaranteed and part of interest sexviby the Government of the Sultanate of Oman,irapaired.

2009

RO’000
At 1 January 33,362
Currency translation effect on opening balance -
Unrecognised during the year 7,574
Transfer to the statement of comprehensive (1,200)
income
Technically transferred to memorandum account -
during the year
Written-off during the year -
At 31 December 39,736

Total
provision
US$'000

94,060
(1,083)
5,327

(11,470)
(4,278)
(4,156)

2008
RO’000

43,322
(2,315)
6,186
(2,749)

(11,080)

Adequate provision for impairment is made for tloetion of interest not serviced by the customers.

10. Investments
2008 2009
US$'000 US$'000
7,199 -
51,134 26,533
29,568 54,085
87,901 80,618

2009
RO’000

Fair value through profit or loss -

Held-to-maturity 10,215

Available-for-sale 20,823
31,038
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2008
RO’000

2,771
19,687
11,384
33.842



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

10 Investments (continued)

Investments classified as carried at fair valueugh profit or lossre as follows:

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
7,199 - Quoted — Foreign Government securities - 2,771
Investments classified as held-to-maturity areolews:
2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
38,275 13,511 Quoted — Oman Government securities 5,203 14,737
12,291 12,455 Quoted - Foreign Government securities 4,794 4,732
568 567 Quoted - Other securities, Oman 218 218
51,134 26,533 10,215 19,687
Available-for-sale investments are as follows:
2008 2009 2009 2008
US$'000 US$'000 Cost of: RO’000 RO’000
8,821 9,036 Quoted - Foreign Government securities 3,479 3,396
3,081 3,000 Quoted - Equity and other securities, Oman 1,155 1,186
9,618 29,122 Unquoted investments 11,212 3,703
21,520 41,158 15,846 8,285
Revaluation gains/(losses) of:

(740) (1,094) Quoted - Foreign Government securities (421) (285)
5,387 4,655 Quoted - Equity and other securities, Oman 1,792 2,074
3,401 9,366 Unquoted investments 3.606 1,310

29,568 54,085 20,823 11,384

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

% of Market value Cost

Overall Number of 2009 2009

portfolio securities RO’000 RO’000

Investment Stabilisation Fund — Oman 27.88 1,228,957 8,653 7,500

At 31 December 2009, available-for-sale investménthie amount of RO 6.0 million (2008 — RO 6.3liom) are
measured using Level I, RO 14.23 million (2008 — &K@ million) are measured using Level Il and R&80million
(2008 — RO 0.59 million) are measured using LeMeafifair value hierarchy.

At 31 December 2008, investments carried at faweséghrough profit or loss in the amount of RO 2rillion are
measured using Level | of fair value hierarchy.
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

11  Property and equipment:

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

Freehold Leasehold Equipment, Capital

land and property and furniture Motor  Computer 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 2009 32,496 2,615 6,966 857 12,685 23 55,642
Currency translation effect

on opening balances 54 (4) 1 1) 3 - 53
Additions 7 72 350 - 270 503 1,202
Disposals - - (12) - - - 12
31 December 2009 32,557 2,683 7,305 856 12,958 526 56,885
Depreciation
1 January 2009 4,299 2,525 6,454 748 11,594 - 25,620
Currency translation effect

on opening balances 26 3) 1 Q) 4 - 27
Charge for the year 281 42 251 65 525 - 1,164
Disposals - - (11) - - - (11)
31 December 2009 _4,606 2,564 6,695 812 12,123 - 26,800
Net book value 27,951 119 610 44 835 526 30,085
31 December 2009 72,600 310 1,584 114 2,169 1366 78,143
(US$'000)

Freehold land owned by the Bank was revalued 8% &tecember 2007, except one land which was redaseat 31
March 2008, by independent professional valuer menamarket basis. The aggregate increase in vadseR@ 22.1
million. The gross carrying amount of the land wastated so that the net carrying amount of thetasf$er its
revaluation equals its revalued amount, surplusegaluation was credited to revaluation reservequity.

If freehold land had been carried at cost, theyaagramount of freehold land and buildings wouldvénebeen
RO 5,842,000 (2008: RO 6,088,000).
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

11  Property and equipment (continued)
The movement in property and equipment for the 2688 is as follows

Freehold Leasehold Equipment, Capital
land and property and furniture and Motor ~ Computer work in
buildings improvements fixtures vehicles equipment progress
RO’000 RO’000 RO’000 RO'000 RO'000 RO’000
Cost /Valuation
1 January 2008 32,898 2,586 6,848 852 12,540 23
Currency translation
effect on opening
balances (458) (15) (63) (15) (72) -
Revaluation reserve 45 - - - - -
Additions 11 44 216 33 231 -
Disposals - - (35) (13) (15) -
31 December 2008 32,496 2,615 6,966 857 12,685 23
Depreciation
1 January 2008 4,214 2,509 6,337 685 11,150 -
Currency translation
effect on opening
balances (297) (15) (64) (11) (61)
Charge for the year 282 31 216 88 513 -
Disposals - - (35) (14) (8) -
31 December 2008 4,299 2,525 6,454 748 11,594 -
Net book value
31 December 2008 28,197 90 512 109 1,091 23
31 December 2008~ £3.239 234 1329 283 2,834 60
(US$'000)
12  Other assets
2008 2009 2009
US$'000 US$'000 RO’000
1,070 1,096 Prepaid taxes 422
171 291 Deferred tax asset 112
1,553 2,143 Other prepayments 825
4,722 3,158 Derivative trading assets (note 18 (d)) 1,216
13,499 11,722 Cheques for collection and others 4,513
6,803 117,351  Acceptances 45,180
27,818 135,761 52,268
13  Due to banks
2008 2009 2009
US$'000 US$'000 RO’000
73,603 11,278 Bank borrowings 4,342
150,403 150,229 Syndicated borrowings 57,838
43,895 55,083 Others 21,207
267,901 216,590 83,387
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Total
RO’000

55,747

(622)
45
535

(63)

(348)

2008
RO’000

412
66
598
1,818
5,197
2,619
10,710

2008
RO’000

28,337
57,905
16,900
103,142




OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

14  Deposits from customers

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
541,346 566,561  Current 218,126 208,418
798,036 812,587  Savings 312,846 307,244
361,203 277,223  Time deposits 106,731 139,063
193,740 239,432  Others 92,181 74,590

1,894,325 1,895,803 729,884 729,315
15  Other liabilities

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000

9,719 7,821 Provision for income tax 3,011 3,742

408 1,124  Deferred tax liability 433 157

1,616 1,804  End of service benefits 695 622

4,792 5,110  Accrued expenses 1,968 1,845

3,873 2,530 Derivative trading liabilities (note 18 (d)) 974 1,491

6,940 6,805 Others 2,619 2,672

6,803 117,351  Acceptances 45,180 2,619
34,151 142,545 54,880 13,148

As per the directives of the Capital Market Auttwpi{CMA) the amount of unpaid dividend and fractisimare
which is outstanding for more than six months guieed to be transferred to the Investors’ Trusidrastablished
by the CMA. The unpaid dividend amounting to RO782, (2008 — RO 56,088) outstanding for more than si
months has been transferred to the Investors’ Trustd during October 2009. During the year 200&aith
fraction shares amounting to RO 2,355 outstandingrfore than six months has been transferred ténthestors’
Trust Fund during October 2008.

The movements in end of service benefits liabdity as follows:

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
1,579 1,616 At 1 January 622 608
304 257 Charge for the year 99 117
(267) (69) Paid during the year (26) (103)
1,616 1,804 At 31 December 695 22

16  Share capital

The share capital of the Bank is divided into 953,280 fully paid shares of RO 0.100 each (2008.3;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 (2008 — 91,965,660)
personally, and this is the only single shareh@dimexcess of 10%.
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17 Reserves
Non-distributable reserves

(8 Legal reserve

In accordance with the Commercial Companies La@wifan 1974, annual appropriations of 10% of theifpfof
the year, before Directors’ remuneration, are ntadbe legal reserve until the accumulated balafidbe reserve is
equal to one-third of the value of the Bank’s pajdshare capital. Accordingly, RO 1,096,000 beimg lower of
10% of the profit for the year and remaining batate make the accumulated legal reserve equaldetbind of the
Bank’s paid—up share capital, has been transfaoddgal reserve during the year (2008 - RO 2,930),0This
reserve is not available for distribution.

(b) Satutory reserve

Regulations issued on 30 September 2000 by thew@iythegulating the banking activities in India, which certain
branches operate, require the branches to appre@%86 of their profits for the year to a statutoegerve, which is
not distributable without the prior permission bétregulatory authority. An earlier regulation sdwon 27 March
1989, required the branches in India to approp288 of their profits to a statutory reserve utiié year 2000. In
this respect an amount of RO 61,000 has beerféraed to statutory reserve during the year (20B8®-58,000).

(c) Investment revaluation reserve
Investments revaluation reserve represents fairevahanges in available-for-sale financial assets.

(d)  Assetrevaluation reserve

Asset revaluation reserve represents net surpigs@ron revaluation of freehold land and is notitable for
distribution.

18  Contingent liabilities, commitments and derivatves

(a) Letters of credit, guarantees and other commitments

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
121,829 167,551  Letters of credit 64,507 46,904
481,475 516,288  Guarantees and performance bonds 198,771 185,368
603,304 683,839 263,278 232,272

(b)  Undrawn loan commitments

At 31 December 2009, the Bank had undrawn irrevieclan commitments amounting to RO 10.9 millio08 -
RO 9.73 million).

(c) Capital commitments

At 31 December 2009, there were capital commitmamsunting to RO 1,824,000 (2008 — RO 2,322,000)

(d) Derivatives

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

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

Derivative instruments include forwards, futuresaps and options.

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

notional amounts analysed by the term to maturifjre notional amount is the amount of a derivasuaderlying
asset, reference rate or index and is the basis whirh changes in the value of derivatives aresmes.
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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 neitttbcative 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 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

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

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 _ - -
1,216 974 149,327 141,003 327 1,907
US$ 000 3.158 2,530 387,863 366,476 850 20,537

31 December 2008:
Notional amounts by term to

maturity
Positive  Negative Notional
fair fair amount Upto >1-3 >3-5
value value Total 1 year years years
Derivatives held for tradingz RO 000 RO 000 RO 000 RO 000 ROO000 RO 000
Interest rate swaps 654 529 23,243 3,202 20,041 -
Forward foreign exchange 1,164 962 89,620 78,438 356 10,826
contracts

Interest rate caps - - 3,388 3,388 - -

1,81¢€ 1,491 116,251 85,028 20,39 10,82
US$ 000 4,722 3,873 301,950 220,851 52,980 28,119

Derivative product types

Forwards and futures are contractual agreemengdthier buy or sell a specified currency, commodityfinancial
instrument at a specific price and date in therutuForwards are customised contracts transantéuki over-the-
counter market. Foreign currency and interest fateres are transacted in standardised amountseguated
exchanges and are subject to daily cash marginresnents. Forward rate agreements are effectizlyr-made
interest rate futures which fix a forward rate mterest on a notional amount, for an agreed pexidiine starting on
a specified future date.

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

Payments based on a notional value in a singlewayr For currency swaps, amounts as well aseistglifferentials
are exchanged in different currencies.
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18 Contingent liabilities, commitments and derivatives(continued)

(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 activitieolve offering
products to customers in order to enable thematasfer, modify or reduce current and expected .rigkgsitioning
involves managing positions with the expectatiopmffiting from favourable movements in pricesggabr indices.

(e) Contingencies

As at 31 December 2009, there were certain legtéd pending against the Bank, aggregating to ROn3illon
(2008: RO 16.06 million). Based on the opiniontw Bank’s legal counsel, the Bank’s managemengwedi that no
liability is expected to arise from these casesiatiterefore does not consider it necessary toenaaly provision in
this regard.

19 Financial assets and liabilities

Accounting classifications and fair values as at 3December 2009

Designatec Other Total
Trading at fair Held to Loans andAvailable amortized carrying
RO’000 value  maturity receivables for sale cost amount Fair value
RO'000  RO’'000 RO’000 RO'000 RO000 RO000 RO'000
Cash and balances with centrz - - - 107,260 - - 107,260 107,260
banks
Treasury bills and certificates of - - 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 20,82 - 958,193 963,354

Due to banks

Deposits from customers
Derivative trading liabilities
Total

- - - - 83,387 83,387 83,387
- - - - 729,884 729,884 730,068
- - - - - 974 974

- 813,271 814,245 814,429

RIR .
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19  Financial assets and liabilitiegcontinued)
Designatec Other Total
Trading  at fair Heldto Loans and Available amortized  carrying
US$000 value maturity receivable for sale cost amount Fair value
US$'000 US$000 US$000 US$000 US$000 uUSs$'000 uUS$'000
Cash and balances with centri - - - 278,597 - - 278,597 278,597
banks
Treasury bills and certificates of - - 467,353 - - - 467,353 467,353
deposit
Due from other banks - - - 62,696 - - 62,696 62,944
Loans and advances - - - 1,596,390 - - 1,596,390 1,609,316
Investments - 26,533 - 54,085 - 80,618 80,849
Derivative trading assets 3,158 - - - - - 3,158 3,158
Total 3,158 ___ - 493,886 1,937,683 54,085 ____ - 2,488,812 2,502,217
Due to banks - - - - - 216,590 216,590 216,590
Deposits from customers - - - - -1,895,803 1,895,803 1,896,280
Derivative trading liabilities 2,530 - - - - - 2,530 2,530
Total 2,530 - - - -2,112,393 2,114,923 2,115,400
Accounting classifications and fair values a8labDecember 2008
Designate Other Total
at fair Held to Loans anc Available amortizec carrying Fair
Trading value maturity receivable for sale cost amount  value
RO’'000 RO'000 RO000 RO000 RO000 RO'000 RO'000 RO’000
Cash and balances with centrg - - - 131,122 - - 131,12) 131,122
banks
Treasury bills and certificates ¢ - - 160,000 - - - 160,001 160,000
deposit
Due from other banks - - - 25,712 - - 25,71. 25,760
Loans and advances - - - 626,78¢€ - - 626,78 632,093
Investments - 2,771 19,687 11,38 - 33,84; 34,339
Derivative trading assets 1,818 : - - - 1,811 1,818
Total 1,818 2,771 179,68 783,622 11,38 - 979,28 985,132
Due to banks - - - - - 103,147 103,14: 103,14.
Deposits from customers - - - - - 729,31t 729,31! 729,97(
Derivative trading liabilities 1,491 : - - - : 1,49 1,49:
Total 1,491 - - - - 832,457 833,94i 834603
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19  Financial assets and liabilitiegcontinued)

Designate: Other Total
at fair Held to Loans andAvailable amortized  carrying
Trading value maturity receivable for sale cost amount Fair value
US$000 US$000 US$000 US$000 US$000USS 000 US$'000 US$'000
Cash and balances with centr: - - - 340,577 - - 340,577 340,577
banks
Treasury bills and certificates - - 415,584 - - - 415,584 415,584
deposit
Due from other banks - - - 66,784 - - 66,784 66,909
Loans and advances - - - 1,628,02: - - 1,628,021 1,641,800
Investments - 7,197 51,135 - 29,56¢ - 87,901 89,192
Derivative trading assets 4,722 - - . . - 4,722 4,722
Total 4,722 7,197 466,7192,035,38: 29,56¢ - 2,543,589 2,558,784
Due to banks - - - - - 267,901 267,901 267,901
Deposits from customers - - - - - 1,894,325 1,894,325 1,896,026
Derivative trading liabilities 3,873 - - : - - 3,873 3,873
Total 3,873 - - - - 2,162,226 2,166,099 2,167,800
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 theaiader, 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 intesgst 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 tbairying value. For the remainder, the fair vall®ve been
determined by discounting the contracted cash flasiusg 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 on- statement of financial position financialinstruments
The fair values of all on-balance sheet finanaiatruments are considered to approximate their bables.
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20 Fair value information (continued)
Off-statement of financial position financial instuments

No fair value adjustment is made with respect editfrelated off-balance sheet financial instrureenthich include
commitments to extend credit, standby letters eflitrand guarantees, as the related future inctr@anss materially
reflect contractual fees and commissions actudiyged at the statement of financial position dategreements 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 3efgégnificant unobservable inputs) in the faawe 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 rasons 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 discldsedlerivatives 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 statement
of financial position is shown below:

2008 2009 2009 2008
US$'000 US$'000  Statement of financial position items comprise: RO’000 RO’000
340,577 278,597 Cash and balances with central banks 107,260 131,122
415,584 467,353 Treasury bills and certificates of deposit 179,931 160,000

66,784 62,696 Due from other banks 24,138 25,712
(267,901) (216,590) Due to banks (83,387)  (103.142)
555,044 592,056 227,942 213,692
Adjustment for items maturing after three months
(56,603) (42,113 from date of acquisition and restricted balances (16,214) (21,792)
498,441 549,943 211,728 191,900
Cash and cash equivalents comprise:

207,925 140,634 Cash and balances with central banks 54,144 80,051
389,610 428,392 Treasury bills and certificates of deposit 164,931 150,000
48,553 43,052 Due from other banks 16,575 18,693
(147.647) (62,135) Due to banks (23,922) (56,844)
498,441 549,943 211,728 191,900
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22  Related party transactions

The Bank accepts deposits from its major sharemgldeirectors, senior management and their relatedterns.
The Bank also provides loans and other advancesotiuer banking services to these parties. Thasedctions are
entered into in the ordinary course of the Bankisibess, at normal commercial interest and comarissites. At

31 December, balances with related parties wefellasvs:

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
150,449 96,164 Loans and advances 37,023 57,923

46,725 52,158 Deposits from customers 20,081 17,989
14,270 13,836 Letters of credit, guarantees and other acceptances 5,327 5,494
2,306 2,306 Provision for loans and advances 888 888

Loans and advances amounting to RO 17,510,000 (2R@B 20,201,000) included above are secured by cash
collaterals, government securities and bank gueesnt

The financial statements include the following amisuin relation to transactions with Directors ghdir related
concerns:

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
6,208 7,901 Interest income 3,042 2,390
764 7,353 Interest expense* 2,831 294
96 94 Other operating income 36 37
Other operating expenditure:

112 86 Advertisement and publicity 33 43
683 517 Insurance 199 263
1,548 1,417 Repairs and maintenance 561 596
1,265 1,104 Others 425 487
465 1,567 Purchase of property and equipment 615 179

*As at 31 December 2009, there was an expense domemi of RO 0.291 million towards 312 Mercedes Beas
scheme for the “Mandoos Prize draws 2009”. The arhpaid till date is RO 2.470 million and amountaed for
RO 0.291 million are included as cost of fund faviags accounts under “interest expense” in stateroé

comprehensive income.

Compensation of the key management personnel is frdlows:

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
784 948 Short-term employee benefits 365 302
42 49 Terminal benefits 19 16
826 997 384 318
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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 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 and
other acceptances 28 - 1,831 3,468 5,327
Provision for loans and advances - - - 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 - - - 199 199
Repairs and maintenance - 263 241 57 561
Others 9 59 226 131 425
Purchase of property and - 417 94 104 615
equipment
Other Significant
Director directors  shareholder Others Total
RO’000 RO’000 RO’000 RO’000 RO’000
As at 31 December 2008
Loans and advances 12,401 392 19,628 25,502 57,923
Deposits from customers 168 36 4,115 13,670 17,989
Letters of credit, guarantees at
other acceptances 32 - 2,390 3,072 5,494
Provision for loans and advance - - - 888 888
During the year 2008
Interest income 288 11 923 1,168 2,390
Interest expense 7 - 151 136 294
Other operating income - - 5 32 37
Other operating expenditure:
Advertisement and publicity 4 39 - 43
Insurance - - - 263 263
Repairs and maintenance - 308 227 61 596
Others 9 114 308 56 487
Purchase of property and - 4 48 127 179
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 rtiae 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 2009 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 90,836 - - 1,042 15,382 - 107,260
Treasury bills and certificates of deposit1 79,931 - - - - - 179,931
Due from other banks - 11,780 3,420 8,148 695 95 24,138
Loans and advances 607,992 4,621 - 151 1,846 - 614,610
Investments 21,373 29 1,742 7,853 - 41 31,038
Property and equipment 28,906 - - 1,131 48 - 30,085
Other assets 50,272 - - 1,859 137 - 52,268
Total assets 979310 16,430 5162 20,184 18,108 136 1.039.330
Due to banks 1,213 5,795 71,838 11 1,774 2,756 83,387
Deposits from customers 711,129 - 14 15,527 3,214 - 729,884
Other liabilities 53,792 - - 925 163 - 54,880
Total liabilities 766,134 5,795 71,852 16,463 5,151 2,756 868,151
Equity 170,954 - - 225 - _ - 171,179
Total liabilities and equity 937,088 5795 71,85 16,688 5151 2,756 1,039,330
Other
GCC OECD
Oman countries countries India Pakistan Others  Total

US$'000 US$000 US$000 US$'000 US$'000 US$'000 US$000

Cash and balances with central banks 235,938 - - 2,706 39,953 - 278,597
Treasury bills and certificates of deposit 467,353 - - - - - 467,353
Due from other banks - 30,597 8,883 21,164 1,805 247 62,696
Loans and advances 1,579,200 12,003 - 392 4,795 - 1,596,390
Investments 55,514 75 4,525 20,398 - 106 80,618
Property and equipment 75,081 - - 2,937 125 - 78,143
Other assets 130,577 - - 4,828 356 _ - 135,761
Total assets 2,543,663 42,675 13,408 52,425 47,034 353 2,699,558
Due to banks 3,151 15,052 186,592 29 4,608 7,158 216,590
Deposits from customers 1,847,088 - 36 40,331 8,348 - 1,895,803
Other liabilities 139,719 - - 2,403 423 _ - 142,545
Total liabilities 1,989,958 15,052 186,628  42,763.3,379 7,158 2,254,938
Equity 444,036 - - 584 - _- 444,620
Total liabilities and equity 2,433,994 15,052 186,628 43,346 13,379 7,158 2,699,558
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23 Geographical distribution of assets and liabilies (continued)

A geographical analysis of the assets, liabiliind equity as at 31 December 2008 is as follows:

Cash and balances with central banks 115,177

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 299,161
Treasury bills and certificates of depo 415,584

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

Total
RO’000

131,122
160,000
25,712
626,788
33,842
30,022
10,710
1,018,196

103,142
729,315
13,148

845,605

172,591
1,018,196

Total

340,577
415,584
66,784
1,628,021
87,901
77,979
27,818
2,644,664

267,901
1,894,325
34,151

2,196,377
448,287

Other
GCC OECD
Oman countries countries India  Pakistan Others
RO’000 RO’000 RO000 RO000 RO’000 RO’000
- - 806 15,139 -
160,000 - - - - -
- 6,784 11,784 7,033 4 107
620,679 4,565 - 129 1,415 -
22,147 2,772 1,040 7,842 - 41
28,757 - - 1,191 74 -
9,233 - - 1,291 186 -
955,993 14,12 12,82 18,292 16,818 148
28,700 5,439 68,015 821 138 29
711,210 - 10 15,514 2,581 -
12,612 = = 366 170 _=
752,522 5,439 68,025 16,701 2,889 29
172,258 - - 333 - -
924,780 5,43 68,02 17,034 2,88 29
Other
GCC OECD
Oman countries countries India Pakistan Others
US$'000 US$'000 US$000 US$000 US$H000 USH000 US$000
- - 2,094 39,322 -
- 17,620 30,608 18,268 10 278
1,612,154 11,857 - 335 3,675 -
57,525 7,200 2,701 20,369 - 106
74,693 - - 3,094 192 -
23,982 - - 3,353 483 -
2,483,099 36,67 33,30 47513 43,682 384
74,545 14,127 176,662 2,132 358 77
1,847,299 - 26 40,296 6,704 -
32,758 - - 951 442 -
1,954,602 14,127 176,688 43,379 7,504 77
447,422 = = 865 - _-
2,402,024 14,127 176,68 44 244 7,504 77
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24 Distribution by economic sector

The table below analyses the concentration of Jozss and advances by economic sector:

2008
US$'000

620,191
65,933
106,043
90,182
290,052
49,003
2,831

102,213
49,291
309,377
107,954
1,793,070

The table below analyses the concentration ofrletiecredit, guarantees and other commitmentsbp@mic sector:

2008
US$'000

212
48,126
46,294

442,696
8,089
2,064

770
4,077
55
50,921
603,304

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

2009
US$'000

255
21,557
50,318

551,055
11,200
14,756

1,579
3,397
130
29,592
683.839

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

Export trade

Electricity, gas, water, transportation and
communication

Services

Mining and quarrying

Others
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2009 2008

RO’000 RO’000
262,021 238,773
36,572 25,384
27,434 40,827
25,484 34,720
100,086 111,670
9,803 18,866
933 1,090
50,762 39,352
18,780 18,977
116,788 119,110
37,129 41,563
685,792 690,332

2009
RO’000

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

608
1,308
50
11,393
263,278

2008
RO’000

81
18,528
17,823

170,438
3,114
2,064

6,381
1,570
21
12,252
232,272
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25 Operating segments

The Bank has two reportable segments as descrlbe/,bshich 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 Committe@ws internal

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

reportable segments.

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

Retail Banking: includes loans, deposits and other transactions.

Information regarding the results of each repogea@gment is included below. The performance issored based

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

Information about operating segments
31 December 2009 31 December 2008

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

Net interest income 15,970 15,886 31,85 15,400 14,354 29,754
Other operating income 3,814 7,386 11,200 7,217 7,950 15,167
Total segment income 19,784 23,272 43,056 22,617 22,304 44921

Other material non-cash items:
Impairment losses on financial assets 2,598 661 3,259 96 1,355 2,051

Reportable segment profit before

income tax 15,341 9,105 24,446 22,765 10,433 33,198
Reportable segment assets 756,476 249,347 1,005,823 756,760 227,079 983,839
Reportable segment liabilities 401,481 458,209 859,690 340,708 496,031 836,739
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25. Operating segments (continued)
31 December 2009 31 December 2008
Wholesale Retalil Wholesale Retall
Banking  Banking Total Banking  Banking Total
Uss$'
US$ 000 US$' 000 US$ 00C US$' 000 000 US$ 000
External income
Net interest income 41,481 41,262 82,74 39,999 37,284 77,283
Other operating income 9,907 19,184 29,091 18,746 20,649 39,395
Total segment income 51,388 60,446 111,834 58,745 57,933 116,678
Other material non-cash items:
Impairment losses on financial assets 6,748 1,717 8,465 1,808 3,519 5,327
Reportable segment profit before
income tax 39,848 23,649 63,497 59,129 27,099 86,228
Reportable segment assets 1,964,872 647,655 2,612,527 1,965,610 589,816 2,555,426

Reportable segment liabilities

1,042,808 1,190,153 2,232,961

884,956 1,288,392 2,173,348

Reconciliation of reportable segment assets and hdities

Assets

Total assets for reportable segments

Other unallocated amounts
Total assets

Liabilities

Total liabilities for reportable segments

Other unallocated amounts
Total liabilities

2009 2009 2008 2008

RO' 000 US$' 000 RO'000  US$ 000
1,005,823 2,612,527 983,839 2,555,426
33,507 87,031 _ 34,357 89,238
1,039,330 2,699,558 1,018,196 2,644,664
859,690 2,232,961 836,739 2,173,348
8,461 21977  _8.866 23,029
868,151 2254938 845605 2,196,377
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25. Operating segments (continued)

Operating segments geographical areas

A geographical analysis of key financial data bgaltion 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

A geographical analysis of key financial data bgaliion of primary assets as at 31 December 208&tisut below:

Oman Others  Adjustments Total

RO’000 RO’000 RO’000 RO’000
Income from customers 57,801 1,514 - 59,315
Internal income 107 6 (113) -
Net segment result 29,611 (137) - 29,474
Assets 1,010,590 35,588 (27,982) 1,018,196
Liabilities 838,137 20,862 (13,394) 845,605
Capital expenditure 454 81 - 535
Depreciation 1,011 119 - 1,130
Provision for loan impairment 2,051 - - 2,051

Oman Others  Adjustments Total

US$'000 US$'000 US$'000 US$'000
Income from customers 150,132 3,933 - 154,065
Internal income 278 16 (294) -
Net segment result 76,912 (357) - 76,555
Assets 2,624,909 92,436 (72,681) 2,644,664
Liabilities 2,176,979 54,187 (34,789) 2,196,377
Capital expenditure 1,180 210 - 1,390
Depreciation 2,626 309 - 2,935
Provision for loan impairment 5,327 - - 5,327
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26. Dividend per share

The Board of Directors at the forthcoming Annualn@&el meeting will propose a cash dividend of RG2Q. per
share of nominal value of RO 0.100 each amountirig® 20.092 million for the year 2009 (2008 — cdstidend of
RO 0.027 per share of nominal value of RO 0.100 @msounting to RO 24.658 million). These finansi@tements
do not reflect these dividends, which will be aaaed for in shareholders’ equity as an appropniaté retained
earnings in the year ending 31 December 2010.

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 antyaeall 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
e 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 (AL@dmmittee, Credit and Operational Risk Commitiebih are
responsible for developing and monitoring risk ng@maent policies. The Audit Committee is respomsifdr

monitoring compliance with the Bank’s risk managetngolicies and procedures and for reviewing theqgadcy of
the risk management framework in relation to tlsgifaced by the Bank. The Audit Committee is &és3ig these
functions by Internal Audit which undertakes reguad 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 effgetiess of the
risk management policies.

Management is responsible for:

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

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

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

e Ensuring the development of board and managemgmrtee and reporting procedures /disciplines that
provide meaningful business information, in anatlyfarm, useful to decision makers.

The Risk Management Department oversees the risiageanent of the Bank. Risk Management througpadlisies
and procedures maps the key risks that threatdavechent of the Bank’s objectives. Ownership anplémentation
of the risk policies and procedures lie with theibass units.

27.2 Credit Risk

Credit Risk is the risk of financial loss to theriaf a customer or counterparty to a financiatinsient fails to meet
its contractual obligations, and arises principfibym the Bank’s loan and advances to customero#ra banks and
investment securities. For risk management remppurposes, the Bank considers and consolidateseatients of
credit risk exposure (such as individual obligofadét risk, country and sector risk). For risk mgeaent purposes,
credit risk arising on trading securities is mamhgglependently, but reported as a component okenaisk
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 skillpriomote best practice in the management of cristit

27.2.  Credit Approval Process

The Credit process requires all credit applicatifrosn Corporate & Commercial Banking unit to be eépgéndently
reviewed by Risk Management department. The RigddiCiCommittee ( 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. These are not currently subdivided batwhil be a feature of future policy.

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 eithesstablish a general loan loss provision toecaxpected
losses amounting to 2 % of their personal loanfplistand 1 % of the corporate loan portfolio owvdep its own

provisioning model.

A model was developed and certified by Oliver Wymateading international firm on financial sengcsrategy and
risk management consultancy. The model is a cortibmaf three sub models: a corporate loan prolgluf default
(PD) model, a personal loan PD model, and a Loasngdefault (LGD) model. From these foundationsyele —
average expected loss model was developed thatbwithn effective tool for forecasting the appragrikevel of
general provisions necessary to safeguard the Batétement of financial position against expetisses .

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$ilenaintaining all limits and disbursals. This ssgation ensures
that the credit marketing function and credit oiers are independent and control is effectivelgreised

The Bank has adopted the Standard Approach undssl 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

2009 2008
RO’000 RO’000
72,350 61,373
(65,387) (57.348)
6,963 4,025
19,468 23,520
588,179 599,243
614,610 626,788

Loans and advances

2009 2008
US$'000 US$'000

187,922 159,410
(169,836) (148,956)
18,086 10,454
50,566 61,091
1,527,738 1,556,476
1,596,390 1,628,021

Due from other banks

2009 2008
RO’000 RO’000
24,138 25,712
24,138 25,712

Due from other banks

2009 2008
US$'000 US$'000
62,696 66,784
62,696 66,784

Investments
2009 2008
RO’000 RO’000
79 146
31 (67)
48 79
30,990 33,763
31,038 33,842
Investments
2009 2008
US$000 USS$000
205 379
(81) (174)
124 205
80,494 87,696
80,618 87,901

The Bank holds collateral against loans and adwanicethe form of deposits, mortgage over propedther

registered securities over assets, and guarartisgsiates of fair value are based on the valuebédteral 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 collateasllveld at 31 December 2009 or 2008.
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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 andestlsecurity enhancements held against financia@tess shown
below:

Loans and advances Loans and advances
2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
Against individually impaired
22,306 45,641 Property 17,572 8,588
8 - Equities - 3
405 436 Deposits 168 156
20,795 11,265 Guarantees (Sovereign/Bank) 4,337 8,006
43,514 57,342 Total 22,077 16,753
Against past due but not impaired
4,582 40,403 Property 15,555 1,764
1,862 694 Deposits 267 717
- 478 Guarantees (Sovereign/Bank) 184 -
6,444 41,575 Total 16,006 2,481
Against neither past due nor impaired
53,994 101,382 Property 39,032 20,788
22,972 6,912 Debt Securities 2,661 8,844
1,429 2,577 Equities 992 550
74,920 78,410 Deposits 30,188 28,844
209,865 184,888 Guarantees (Sovereign/Bank) 71,182 80,798
363,180 374,169 Total 144,055 139,824
413,138 473,086 Total Securities 182,138 159,058

Concentrations arise when a number of countergsadie engaged in similar business activities,awe rsimilar
economic features that would cause their abilityneet contractual obligations to be similarly afetby changes in
economic, political or other conditions. Conceritras indicate the relative sensitivity of the Bamkerformance to
developments affecting a particular industry.

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

Loans and advances Due from other banks Investments
2009 2008 2009 2008 2009 2008
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
Concentration by sector:
Sovereign - - - - 13,273 25,351
Corporate 366,723 400,654 - - - -
Banks - - 24,138 25,712 - 218
Retail 247,887 226,134 - - - -
Equity - - - - 17,765 8,273
Carrying amount 614,610 626,788 24,13 25,71 31,038 33,842
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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
2009 2008 2009 2008 2009 2008
US$'000 US$'000 US$'000 US$'000 US$000 US$'000
Concentration by sector:
Sovereign - - - 34,475 65,847
Corporate 952,527 1,040,660 - - - -
Banks - - 62,696 66,784 - 566
Retail 643,863 587,361 - - - -
Equity - - - - 46,143 21,488
Carrying amount 1,596,390 1,628,021 62,69 66,78 80,618 87,901

27.3 Liquidity and funding management

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

The objective of the Bank’s liquidity and fundinganagement 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 déepasid institutional balances. Portfolios of higliquid assets,
which are diversified by currency and maturity, araintained with the objective of enabling the Baokespond
quickly and smoothly to unforeseen liquidity re@mrents.

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

The Bank’s liquidity and funding management prodashides:

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

» Monitoring statement of financial position liquigitatios against internal and regulatory requiretsien

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

Current accounts and savings deposits form a ggnif 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’ confidendiénBank’s capital strength and liquidity and omeetitive and
transparent deposit-pricing strategies.

Exposureto liquidity risk
The key measure used by the Bank for managingdiyurisk is the ratio of net liquid assets to dsj® from
customers. For this purpose net liquid assets@rsidered as including cash, treasury bills antifioate of deposits,

and due from other banks less any due to banksted borrowings maturing within the next three thanThe ratio
of net liquid assets to deposits from customeldDecember 2009 was 29.01% (2008 — 26.31%).
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27.

27.3

Risk Management (continued)

Liquidity and funding management (continued)

Residual contractual maturities of financial liabilities

31 December 2009
Non-derivative liabilities

Due to banks

Deposit from customers
Unrecognized loan commitments

Derivative liabilities
Trading:

Outflow

Inflow

31 December 2009
Non-derivative liabilities

Due to banks

Deposit from customers
Unrecognized loan commitments

Derivative liabilities
Trading:

Outflow

Inflow

31 December 2008
Non-derivative liabilities

Due to banks

Deposit from customers
Unrecognized loan commitments

Derivative liabilities
Trading:

Outflow

Inflow

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
83,387 (83,675) (25,501) (58,174) - -
729,884 (731,110) (421,075) (79,632) (77,577) (a8e)
- (10,907) (10,907) - - -
974 - - - - -
- (76,337) (76,203) (134) - -
- 75,363 75,229 134 - -
814,245  (826,666) (458,457) (137,806) (77,577) (152,826)
Gross
nominal
Carrying inflow/ Uptol >3-5 Over 5
amount (outflow) year 1-3 years years years
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
216,590 (217,338) (66,236) (151,102) - -
1,895,803 (1,898,987) (1,093,701) (206,836) (201,499) (396,951)
- (28,330) (28,330) - - -
2,530 - - - - -
- (198,278) (197,930) (348) - -
- 195,748 195,400 348 - -
2,114 923 (2,147,185) (1,190,797) (357,938) (201,499) (396,951)
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
103,142  (106,425) (56,125)  (50,300) - -
729,315 (732,011) (428,798) (81,380) (76,715) (145,118)
- (9,730) (7,545) (2,185) - -
1,491 - - - - -
- (59,670) (59,670) - - -
- 58,179 58,179 - - -
833,948  (849,657) (493,959) (133,865) (76,715) (145,118)
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27. Risk Management (continued)
27.3 Liquidity and funding management (continued)
Gross nominal
Carrying inflow/ Upto 1l Over 5
amount (outflow) year 1-3years >3-5years years
uS$'00C US$'00C US$'00C US$00C US$00C USs$000
31 December 2008
Non-derivative liabilities
Due to banks 267,90! (276,428 (145,779 (130,649 - -
Deposit from customers 1,894,32! (1,901,328 (1,113,761 (211,377 (199,260 (376,930)
Unrecognized loan commitment: - (25,272 (19,597 (5,675 - -
Derivative liabilities
Trading: 3,87¢ - - - - -
Outflow - (154,987 (154,987 - - -
Inflow 151,11 151,11 -
2,166,09¢ (2,206,90} (1,283,010 (347,701 (199,260 (376,930)

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

liabilities and unrecognizéaan

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.
monitored by Risk Management Department.

The managemergehas place various limits as tool to control tiek and it is

The Bank uses Value at Risk (VaR) model to measiaket risk — foreign exchange and interest rate fhe VaR
model used by the bank is based on 98% confidexves. [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 in ALCRisk Management is responsible for the developrotdetailed
risk management policies, subject to review andramd by ALCO/Board and for the day-to-day reviewtloeir
implementation. As a risk control mechanism lin@te put in place for foreign exchange open postioRositions
are managed and monitored on an on going basidhédylteasury. Periodical reporting is made to ALCBGow

deliberate on the issue and give necessary guidantesasury.

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 2009 2009 2008
FCY’000 FCY’000 FCY’000 FCY’000 FCY’000 RO’000 RO’000
US Dollars 616,615 401,269 103,323 201,668 117,001 45,0 40,035
Indian Rupees 1,368,360 1,368,181 - - 179 1 1
Others 521 249
45,567 40,28t
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27.
27.4

Risk Management (continued)

Market risks (continued)

The majority of the exposure is in US Dollar and tlanagement do not believe that the Bank is exptseany
material exchange risk as the US Dollar is peggitiul 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 becaws a change in market interest rates. Intesdstnisk 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 moinif) activities. Monitoring is carried out througle statement
of interest rate sensitivity with impact study artya&hange in the movement in interest.

Interest rate risk is the sensitivity of the Banfisancial condition to movements in interest ratelismatches or
gaps in the amount of assets, liabilities and af&bce sheet instruments can generate interestsktehe impact of
which is a function of the interest rate changed e maturity profile of the assets and liabitiePositions 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 2009

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 %

0.96
2.34
5.33
2.94

0.92
1.03

Effective
interest
rate %

0.96
2.34
5.33
2.94

0.92
1.03

Less Non-
than 6 6to 12 Over 12 interest
months months months  sensitive Total
RO’'000 RO’000 RO’000 RO’000 RO’'000
- - - 107,260 107,260
175,000 4,931 - - 179,931
14,648 3,824 1,513 4,153 24,138
290,633 17,692 297,373 8,912 614,610
- - 12,850 18,188 31,038
480,281 26,447 311,736 138,513 956,977
62,247 - - 21,140 83,387
250,050 46,195 7,703 425936 729,884
312,297 46,195 7,703 447,076 813,271
167,984 (19,748) 304,033
Less Non-
than 6 6to 12 Over 12 interest
months months months sensitive Total
US$000 US$H000 USH000 US$000 US$000
- - - 278,597 278,597
454,545 12,808 - - 467,353
38,047 9,932 3,930 10,787 62,696
754,891 45,953 772,397 23,149 1,596,390
- - 33,377 47,241 80,618
1,247,483 68,693 809,704 359,774 2,485,654
161,681 - - 54,909 216,590
649,481 119,987 20,008 1,106,327 1,895,803
811,162 119,987 20,008 1,161,236 2,112,393
436,321 (51,294) 789,696
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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 2008
was as follows:
Non-
Effective Lessthan 6to12 Over 12 interest
Interest 6 months months months  sensitive Total

Assets rate % RO'000 RO’000 RO’'000 RO’000 RO’000
Cash and balances with central banks - - - 131,122 131,122
Treasury bills and certificates of deposit 1.42 150,00C 10,000 - - 160,000
Due from other banks 4.45 10,675 1,216 1,671 12,150 25,712
Loans and advances 5.72 343,83E 24,844 255,206 2,903 626,788
Investments 3.82 3,721 7,985 10,665 11,471 33,842
Total 508,231 44,045 267,542 157,64€ 977,464
Liabilities

Due to banks 2.52 85,496 - - 17,646 103,142
Deposits from customers 1.37 252,32¢ 52,851 10,143 413,99z 729,315
Total 337,82¢ 52,851 10,143 431,63¢ 832,457
Interest sensitivity gap 170,40€ (8,806 257,399

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

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

Cash and balances with central banks 340,577 340,577-
Treasury bills and certificates of deposit 1.42 389,61C 25,974 - - 415,584
Due from other banks 4.45 27,727 3,158 4,340 31,559 66,784
Loans and advances 5.72 893,07¢ 64,530 662,873 7,540 1,628,021
Investments 3.82 9,66¢ 20,740 27,701 29,796 87,901
Total 1,320,07¢ 114,40z 694,914 409,47z 2,538,867
Liabilities

Due to banks 2.52 222,06¢ - - 45,833 267,901
Deposits from customers 1.37 655,40C 137,27t 26,345 1,075,30f 1,894,325
Total 877.46¢ 137,27F 26,345 1,121.13 2,162,226
Interest sensitivity gap 442,611 (22,873 668,569

The management of interest rate risk against isteege gap limits is supplemented by monitoring $kensitivity of
the Bank’s financial assets and liabilities to sas 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 fadlow

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 2009 1,495 (1,495) 3,883 (3,883)
At 31 December 2008 1,195 (1,195) 3,104 (3,104)
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27 Risk Management (continued)

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 gazestments a 15% increase in MSM 30 index wdadge
increased Equity by RO 389,000 (2008 — RO 1,148,6f@r tax; an equal change in the opposite doratould
have decreased equity by RO 383,000 after tax (20B® 1,120,000) and profit by RO 6,000 (2008 —Z&8000)
after tax. The analysis is performed on the samsestiar 2008.

27.5  Operational risks

Operational risks are the risk of direct or indirkxss arising as a result of operational errae)d, 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 &meral 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 wamgmuirements to mitigate risks.

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

e 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 reahadfion

» 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 essuliscussed at
the previous meeting.

Compliance is supported by a programme of perioggews undertaken by Internal Audit. The resuftdnternal
Audit reviews are discussed with the managementh@fbusiness unit to which they relate, with sulsiois to the
Audit Committee and senior management of the Bank.

27.6 Capital Management

27.6.1 Regulatory Capital

The CBO sets and monitors capital requirementshieBank. The overseas branches are directly siggery 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.
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27 Risk Management (continued)

27.6 Capital Management (continued)

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 adacy 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 capitaé so as to maintain investor, deposit and madgdidence and to
sustain future business developments. The impattteoevel of capital on shareholders’ return galecognized and
the Bank recognizes the need to maintain a balbeteeen returns and the security offered by a gtrapital
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:

2008 2009 2009 2008
US$'000 US$'000 RO’000 RO’000
Tier 1 capital
237,208 237,208 Ordinary share capital 91,325 91,325
77,828 80,873 Legal reserve 31,136 29,964
4,139 5,125 Retained earnings 1,973 1,593
(1,384) (1,771) Other regulatory adjustments (682) (533)
317,791 321,435 Total 123,752 122,349
Tier 2 capital
4,169 6,481 Fair value reserve for available-for-sale equity 2,495 1,605
securities
16,093 15,052 Collective allowances for impairment 5,795 6,196
- - Other regulatory adjustments - -
20,262 21,533 Total 8,290 7,801
338,053 342,968 Total regulatory capital 132,042 130,150
Risk-weighted assets
1,881,608 1,863,465 Banking book 717,434 724,419
222,273 218,647 Operational risk 84,179 85,575
152,561 155,553 Market risk 59,888 58,736
2,256,442 2,237,665 Total risk-weighted assets 861,501 868,730
Capital ratios
14.98 15.33 Total regulatory capital expressed as a 15.33 14.98
percentage of total risk-weighted assets
14.08 14.36 Total tier 1 capital expressed as a percentage 14.36 14.08

of risk-weighted assets

28. Comparative balances

The corresponding figures of 2008 included for carafive purposes have been reclassified to confeitin the
presentation in the current period.
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