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KPMG Tel 968 24709181
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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 SAQOG (*the Bank™) set out on pages 2
to 43, which comprise the balance sheet as at 31 December 2008, and the income statement, the statement of
changes in equity and the cash flow statement 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 SAQOG as at 31 December 2008 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 2008, 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.

e

31 January 2009 KPMG
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OMAN INTERNATIONAL BANK SAOG

INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2008

2007 2008 2008 2007
US$'000 US$'000 Note  RO’000 RO’000
146,958 114,670 Interest income 44,148 56,579
(61,657) (37,387) Interest expense (14,394) (23,738)

85,301 77,283 Net interest income 29,754 32,841
29,702 39,395 Other operating income 3 15,167 11,435
115,003 116,678 Total income 44921 44,276
(45,192) (48,442) Other operating expenditure 3 (18,650) (17,399)
69,811 68,236 Operating profit before provisions 26,271 26,877
(7,218) (5,327) Provision for loan impairment 9 (2,051) (2,779)
19,604 23,319 Impact of recoveries / write back 4 8,978 7,548

- - Proposed directors’ remuneration - -

82,197 86,228 Profit before taxation 33,198 31,646
(9.272) (9,673) Taxation 5 (3,724) (3,570)
72,925 76,555 Net profit for the year 29474 28,076
US $ 0.080 US $ 0.084 Basic earnings per share 6 RO 0.032 RO 0.031

The notes set out on pages 6 to 43 form an integral part effihascial statements.

Report of the Auditors - page 1.
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OMAN INTERNATIONAL BANK SAOG

BALANCE SHEET AS AT 31 DECEMBER 2008

2007 2008 2008 2007
US$'000 US$'000 Note RO’000 RO’000
Assets
128,392 340,577 Cash and balances with central banks 131,122 49,431
675,325 415,584  Treasury bills and certificates of deposit 7 160,000 260,000
308,340 66,784 Due from other banks 8 25,712 118,711
1,454,374 1,628,021 Loans and advances 9 626,788 559,934
102,468 87,901 Investments 10 33,842 39,450
80,135 77,979  Property and equipment 11 30,022 30,852
60,799 27,818 Other assets 12 10,710 23,408
2,809,833 2,644,664  Total assets 1,018,196 1,081,786
Liabilities
216,282 267,901 Due to banks 13 103,142 83,269
2,108,322 1,894,325 Deposits from customers 14 729,315 811,704
64,063 34,151  Other liabilities 15 13,148 24,664
2,388,667 2,196,377 Total liabilities 845,605 919,637
Equity
215,644 237,208  Share capital 16 91,325 83,023
138,665 142,896  Non-distributable reserves 17 55,015 53,386
66,857 68,183  Retained profits 26,251 25,740
421,166 448,287  Total equity 172,591 162,149
2,809,833 2,644,664  Total liabilities and equity 1,018,196 1,081,786
US$ 0.46 USS$ 0.49 Net asset per share RO 0.189 RO 0.177
550,922 603,304 Letters of credit and guarantees 18 232,272 212,105

The financial statements on pages 2 to 43 were approvethdyBoard of Directors on 31 January 2009
and were signed on their behalf by:

REEM OMAR ZAWAWI BIPIN DHARAMSEY NENSEY
CHAIRPERSON DEPUTY CHAIRMAN

The notes set out on pages 6 to 43 form an integral part effihascial statements.

Report of the Auditors — pages 1.
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OMAN INTERNATIONAL BANK SAOG

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2008

At 1 January 2007

Effect of currency translation

Net movement in fair values

Deferred tax liability on fair values

Total income and expenses for the year directlgnaexd in equity
Net profit for the year

Total income and expenses for the year
Transfer to legal / statutory reserve
Transfer to asset revaluation reserve
Dividend paid for 2006

Stock dividend for 2006

At 31 December 2007

Effect of currency translation

Net movement in fair values

Net movement in deferred tax liability on fair vetu
Total income and expenses for the year directlgnaexd in equity
Net profit for the year

Total income and expenses for the year
Transfer to legal / statutory reserve

Transfer to asset revaluation reserve

Dividend paid for 2007

Stock dividend for 2007

At 31 December 2008

At 31 December 2008 (US$'000)

At 31 December 2007 (US$'000)
Note

Investment Asset
Share Legal Statutory  revaluation revaluation Retained
capital Reserve  reserve reserve reserve profits Total
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
75,476 23,591 495 1,771 - 23,880 125,213
- - 63 (61) - 109 111
- - - 2,973 - - 2,973
= = = (438) = = (438)
- - 63 2,474 - 109 2,646
- - - - - 28,076 28,076
- - 63 2,474 - 28,185 30,722
- 2,808 120 - - (2,928) -
- - - - 22,064 - 22,064
- - - - - (15,850) (15,850)
7,547 - __- - - (7.547) -
83,023 26,39 678 4,24F 22,06 25,740 162,149
- - (118) 100 - 100 82
- - - (1,684) - (321) (2,005)
- - - 281 - - 281
- - (118) (1,303) - (221) (1,642)
- - - - - 29,474 29,474
- - (118) (1,303) - 29,253 27,832
- 2,947 58 - - (3,005) -
- - - - 45 - 45
- - - - - (17,435) (17,435)
8,302 - - - - (8,302) -
91,325 29,34 618 2,947 22,109 26,251 172,591
237,208 £6.223 1,605 1,642 57.426 68,183 448,287
215,644 68,569 1,761 11,026 57,309 66,857 421,166
16 17(a) 17(b) 17(c) 17(d)

The notes set out on pages 6 to 43 form an intggrralof these financial statements.

Report of the Auditors - page 1.
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OMAN INTERNATIONAL BANK SAOG

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2008

2007

US$'000

82,197
2,309

(12,38-6)
(5,190)

1,413

140
68,483

(21,257)
(25,974)
298,592
(99,504)
(42,382)
(16,094)
329,579
20,765
512,208

(8,673)
503,535

(8,852)
(1,255)
25,984
11,751

34

(3,761)
23,901

(41,169)
(41,169)

486,267

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)

(241,304)

Note

Profit before taxation

Adjustments for:

Depreciation

Proposed directors’ remuneration

Provision for loan impairment (net of recoveries)

Interest/dividend on investments

Unrealised losses on foreign exchange contracts
and swaps

Profit on disposal of property and equipment

(Gain)/loss on investments

Operating profit before changes in operating
assets and liabilities

Changes in operating assets and liabilities:

Cash and balances with central banks

Treasury bills and certificates of deposit

Due from other banks

Loans and advances

Other assets

Due to banks

Deposits from customers

Other liabilities

Cash from operations

Income taxes paid

Net cash (used in) from operating activities

Investing activities

Purchase of investments

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

Proceeds from sale of property and equipment
Effect of currency translation

Net cash 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 43 form an intpgiralof these financial statements.

Report of the Auditors - page 1.

2008 2007
RO’000 RO’000
33,198 31,646
1,130 889
(6,927) (4,769)
(3,544) (1,998)

286 544

(8) =
(913) 54
23222 26,812
(19,349) (8,184)
- (10,000)
58,473 114,958
(59,927)  (38,309)
8,862  (16,317)
(845) (6,196)
(82,389) 126,888
(11,456) 7,994
(83,409 197,200
(3.789) (3.339)
(87,198) 193,861
(5,333) (3,408)
(535) (483)
8,288 10,004
7,366 4,524
14 13
1,931 (1,448)
11,731 9,202
(17,435)  (15,850)
(17,435)  (15,850)
(92,902) 187,213
284,802 97,589
191,900 284,802
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

1 Legal status and principal activities

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

2 Summary of significant accounting policies

The principal accounting policies applied in thegaration of these financial statements are sebelaiwv. These
policies have been consistently applied to allyd&rs presented, unless otherwise stated.

2.1 Basis of preparation

The financial statements are prepared in accordaitbelnternational Financial Reporting Standard$é-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 tiedapplicable regulations of the Central BankOofian
(“CBQ"). The financial statements are prepared urtde historical cost convention as modified by téealuation of
land, available-for-sale investment securitiesetinents carried at fair value through profit a@sldfinancial assets
and financial liabilities held for trading and d#rivative 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¢sounting
policies. The areas involving a higher degree dfyjuent or complexity, or areas where assumptiodsestimates
are significant to the financial statements, aseldsed in Note 2.23.

The Bank will apply IFRS 8, Operating segments fracnounting periods beginning on 1 January 200%il&iy it
will also apply Revised IAS 1 presentation of fineh statements (2007) regarding “total comprehangicome”
from year 2009. These standards becomes effectiyear 2009.

2.2 Foreign currencies

2.2.1 Functional and presentation currency

Items included in the financial statements of eathhe Bank's entities are measured using the oayref the
primary economic environment in which the Bank apes (the functional currency). The financial stegats are
presented in Rial Omani, which is the functionalrency of the primary economic environment in whibhke Bank
operates. The United States Dollar amounts showheifinancial statements have been translated R@inOmani at
the exchange rate of RO 0.385 to each US Dollataae shown for the convenience of the reader only.

2.2.2 Transactions and balances

Foreign currency transactions are translated inéoftinctional currency using the exchange rategafieg at the
dates of the transactions. Foreign exchange gaiddasses resulting from the settlement of suchsaetions and
from the translation at year-end exchange ratesaofetary assets and liabilities denominated inidoreurrencies are
recognised in the income statement. Translatiiardnces on non-monetary items, such as equiékkdi fair value
through profit or loss, are reported as part of faie value gain or loss. Translation differencesnon-monetary
items classified as available-for-sale financialets, are included in the investment revaluatiseme in equity.
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

2 Summary of significant accounting policies (contiued)

2.2 Foreign currencies (continued)

2.2.3 Trandlation of financial statements of overseas branches

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

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

the opening net investment in these overseas beararle taken directly to retained profits.

2.3 Financial assets

The Bank classifies its financial assets in théofeihg categories: financial assets at fair valu®agh profit or loss;
loans and receivables; held-to-maturity investmesutsl available-for-sale financial assets. Managerdetermines
the classification of its financial assets at alitecognition.

2.3.1 Financial assets at fair value through profit or loss

This category has two sub-categories: financiaétaskeld for trading and those designated at falwesthrough
profit or loss at inception.

A financial asset is classified as held for tradinig is acquired or incurred principally for thgurpose 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 agtattiern of short-term profit-taking. Derivativegalso categorised
as held for trading unless they are designate@dgihg instruments.

Financial assets and financial liabilities are geated at fair value through profit or loss when:

» doing so significantly reduces measurement inctersites that would arise if the related derivativese
treated as held for trading and the underlyingrfaia instruments were carried at amortised cost;

« certain investments, that are managed and evaleatedfair value basis in accordance with a docteten
risk management or investment strategy and repdxdeley management personnel on that basis are
designated at fair value through profit or losgj an

¢ financial instruments, containing one or more endeeldderivatives significantly modify the cash flowase
designated at fair value through profit or loss.

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

2.3.2 Loans and receivables

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

2.3.3 Held-to-maturity financial assets

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



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

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

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

2.3.5 Initial and subsequent measurement

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

Financial assets are initially recognised at failue plus transaction costs for all financial assett carried at fair
value through profit or loss. Financial assetsiedrat fair value through profit or loss are irl{iaecognised at fair
value, and transaction costs are expensed in twni@ statement. Financial assets are derecognisend tle rights
to receive cash flows from the financial assetshexpired or where the Bank has transferred sulieitgrall risks

and rewards of ownership. Financial liabilities a®recognised when they are extinguished — thawlign the
obligation is discharged, cancelled or expires.

Available-for-sale financial assets and financisgets 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 utiegeffective
interest method. Gains and losses arising fromgdsim the fair value of the financial assets atvalue through
profit or loss category are included in the incast®ement in the period in which they arise. Gaimd losses arising
from changes in the fair value of available-foresfithancial assets are recognised directly in gquiitil the financial
asset is derecognised or impaired. At this time, ¢hmulative gain or loss previously recognisededpuity is
recognised in profit or loss. However, interestcakdted using the effective interest method aneidpr currency
gains and losses on monetary assets classifiechdalde-for-sale are recognised in the incomeestant.

The fair values of quoted investments in activeketr are based on current bid prices. If thereigagtive market
for a financial asset, the Bank establishes fdinezasing valuation techniques. These include #eeai recent arm’s
length transactions, discounted cash flow analygisipn pricing models and other valuation techageommonly
used by market participants.

2.4 Derivative financial instruments

Derivatives are initially recognised at fair valae the date on which a derivative contract is euténto and are
subsequently remeasured at their fair value. Falines are obtained from quoted market prices iiveacharkets,
including recent market transactions, and valuatemhniques, including discounted cash flow modeld options
pricing models, as appropriate. All derivatives eaeried as assets when fair value is positiveaankiabilities when
fair value is negative.

2.5 Offsetting

Financial assets and liabilities are offset andrteeamount reported in the balance sheet whem ikea legally
enforceable right to offset the recognised amoantksthere is an intention to settle on a net basisgalise the asset
and settle the liability simultaneously.

2.6 Cash and cash equivalents
For the purposes of the cash flow statement, cagltash equivalents comprise balances with lessttitae months’

maturity from the date of acquisition, includingshaand non-restricted balances with central banéasury bills and
other eligible bills, amounts due from other baakd short-term government securities.



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

2 Summary of significant accounting policies (contiued)

2.7 Treasury bills

Treasury bills are classified as held for tradimgas loans and receivables. Treasury bills acqUvedenerating a
profit from short-term fluctuations in price or dieies margin are classified as held for trading atiebr treasury bills
are classified as loans and receivables. Treaslsyheld for trading are stated at their fair valbased on quoted
market prices or amounts derived from cash flow ef®dJnrealised gains and losses arising from asimgthe fair

value of treasury bills classified as held for tragdare recognised in the income statement asaheg. Treasury bills
classified as loans and receivables are statdebiatamortised cost.

2.8 Due from banks and money market placements

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

2.9 Property and equipment

All property and equipment except freehold landsiaged at historical cost less depreciation. iHisabcost includes
expenditure that is directly attributable to thejasition of the items. Revaluation of freeholddais carried out
every three years on an open market value bassnbydependent professional valuer. Net surplusisg@ on
revaluation are credited to a revaluation reseexeept that a revaluation increase is recognizetha@sne to the
extent that it reverses a revaluation decreaskeo§ame asset previously recognized as an expéndecrease as a
result of a revaluation is recognized as an expeseept that it is charged directly against angtegl revaluation
surplus to the extent that the decrease does meedxthe amount held in the revaluation surpluggpect of that
asset. On disposal the related revaluation surgusansferred directly to retained earnings. $fars from
revaluation surplus to retained earnings are natentrough income statement.

Subsequent costs are included in the asset’s ngrafmount or are recognised as a separate assgipespriate,
only when it is probable that future economic biésefssociated 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 operatpenegs during
the financial period in which they are incurred.

Land is not depreciated. Depreciation is calcula®as to write off the cost of property and eqwpmother than
freehold land, less their estimated residual valoasa straight-line basis over the estimated Useks of the assets
concerned. Capital work-in-progress is not dejted until the assets are ready for use. The pahtives adopted
for this purpose are:

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

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

The assets’ residual values and useful lives areewed, and adjusted if appropriate, at each belateet date.
Assets that are subject to amortisation are revdefee impairment whenever events or changes inugistances
indicate that the carrying amount may not be reble. An asset's carrying amount is written dommiediately to
its recoverable amount if the asset’s carrying amh@ugreater than its estimated recoverable amdun& recoverable
amount is the higher of the asset'’s fair value tests to sell and value in use.

Gains and losses on disposals are determined byarorg proceeds with carrying amount. These areded in the
income statement.

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 ird#d in amounts due to banks. Securities purchaseer mgreements
to resell (‘reverse repos') are recorded as dum @ther banks. The difference between sale andchase price is
treated as interest and accrued over the lifeeofépo agreement using the effective yield method.

-9-



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

2 Summary of significant accounting policies (contiued)

2.11 Impairment of financial assets

2.11.1 Assets carried at amortised cost

The Bank assesses at each balance sheet date mihetteeis objective evidence that a financial &esegroup of
financial assets is impaired. A financial asseaajroup of financial assets is impaired and immpeit losses are
incurred if, and only if, there is objective eviderof impairment as a result of one or more evéiratsoccurred after
the initial recognition of the asset (a ‘loss eV)eand that loss event (or events) has an impadherestimated future
cash flows of the financial asset or group of fitiahassets that can be reliably estimated.

The Bank first assesses whether objective evidefidmpairment exists individually for financial &fs that are
individually significant, and individually or coltéively for financial assets that are not indivitpaignificant. If the
Bank determines that no objective evidence of immpait exists for an individually assessed finanagdet, whether
significant or not, it includes the asset in a graf financial assets with similar credit risk cheteristics and
collectively assesses them for impairment. As#es are individually assessed for impairment amdwhich an
impairment loss is or continues to be recognisechat included in a collective assessment of inmpeit.

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

2.11.2 Assets carried at fair value

The Bank assesses at each balance sheet date mthetigeis objective evidence that a financial aes@ group of
financial assets is impaired. In the case of gquivestments classified as available-for-sale,igmificant or
prolonged decline in the fair value of the secubgfow its cost is considered in determining whethe assets are
impaired. If any such evidence exists for avadéafolr-sale financial assets, the cumulative losseasured as the
difference between the acquisition cost and theeotirfair value, less any impairment loss on thsérfcial asset
previously recognised in profit or loss — is remb¥We@m equity and recognised in the income statémbemnpairment
losses recognised in the income statement on egsityments are not reversed through the incoatersent. If, in
a subsequent period, in the case of debt instruciassified as available for sale, the fair valoeréases and the
increase can be objectively related to an eventroiog after the impairment loss was recognisedhi income
statement, the impairment loss is reversed throluglincome statement.

2.12 Impairment of non-financial assets

Assets that have an indefinite useful life aresudtject to amortisation and are tested annuallinipairment. Assets
that are subject to amortisation are reviewed riggairment whenever events or changes in circumssaimdicate
that the carrying amount may not be recoverableirdpairment loss is recognised for the amount bighvthe 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 purposass&ssing impairment, assets are grouped atthstltevels for which
there are separately identifiable cash flows (apasterating units). Non-financial assets other thaadwill that

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

2.13 Borrowings
Borrowings are recognised initially at fair valuet of transaction costs incurred. Borrowings atessguently stated

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

2.14 Deposits

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

-10 -



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

2 Summary of significant accounting policies (contiued)

2.15 End of service benefits and leave entitlement

End of service benefits are accrued in accordarite the terms of employment of the Bank's employaeshe
balance sheet date, having regard to the requirsnoérihe relevant labour laws of the countriesviiich the Bank
operates. Employee entitlements to annual leageremognised when they accrue to employees and@naa is
made for the estimated liability for annual leageaaresult of services rendered by employees tipetbalance sheet
date.

Contributions to a defined contribution retiremetdn for Omani employees in accordance with the @rSacial
Insurance Scheme are recognised as an expengeiftdme statement.

2.16 Provisions

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

2.17 Interest income and interest expense

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

The effective interest method is a method of caliud the amortised cost of a financial asset fimancial liability
and of allocating the interest income or interegtemse over the relevant period. The effectiveré@sterate is the rate
that exactly discounts estimated future cash pafgrm@mreceipts through the expected life of thariitial instrument
or, when appropriate, a shorter period to the aetyimg amount of the financial asset or finandiability. When
calculating the effective interest rate, the Bastineates cash flows considering all contractuahgeof the financial
instrument but does not consider future creditdesIhe calculation includes all fees paid or nemkibetween
parties to the contract that are an integral plttie effective interest rate, transaction costs @hother premiums or
discounts.

Contractual interest is recognised unless colldityibis in doubt. Interest on interest bearing dirtial assets
classified as held for trading or at fair valueotiigh profit or loss is recognised on an accruakbas

2.18 Fee and commission income

Fees and commissions are generally recognised oaceamal basis when the service has been providean

commitment fees for loans that are likely to bewdralown are deferred (together with related dimats) and
recognised as an adjustment to the effective isteage on the loan.

2.19 Dividend income

Dividends are recognised in the income statemecg ontice of entitlement is received.

2.20 Taxation

Income tax on the profit or loss for the year coisgs current and deferred tax. Income tax is neised in the
income statement except to the extent that it eeldd items recognised directly in equity, in whicdse it is
recognised in equity.

Provision for Oman taxation has been made on tisés iEf the rates applicable to an Omani Public tJ8tock

company. Taxation on the overseas operations id®d on the basis of the relevant taxation lawhefcountries in
which the Bank operates.
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

2 Summary of significant accounting policies (contiued)
2.20 Taxation (continued)

Deferred income tax is provided in full, using tiebility method, on temporary differences betwdbka carrying
amounts of assets and liabilities for financialowing purposes and the amounts used for taxatigpgses (the tax
base). The amount of deferred tax provided is dasethe expected manner of realisation or settéroé the
carrying amount of assets and liabilities, usingrtdes enacted or substantially enacted at trenbalsheet date. The
principal temporary differences arise from deprioiaof property and equipment, provisions, taxskss carried
forward and unrealised gains or losses on invedsnen

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

2.21 Segment reporting

A segment is a distinguishable component thatgaged either in providing products and servicekiwia particular
economic environment (geographical segment) orroviging products or services (business segmerttjctwis
subject to risks and rewards that are differentnfithose of other segments. Segments with a majofitgvenue
earned from external customers and whose reveasaslt or assets are 10 per cent or more of alkégenents are
reported separately.

2.22  Fiduciary activities

Assets and income arising thereon together wititedl undertakings to return such assets to cussoanerexcluded
from these financial statements where the Bankiacdiduciary capacity such as nominee, trustesgent.

2.23 Critical accounting estimates and judgments

The key assumptions concerning the future and dgisources of estimating uncertainty at the liasheet date,
that have a significant risk of causing a matead@justment to the carrying amounts of assets ahdities within the
next financial year are discussed below:

Impairment losses on loans and advances

The Bank reviews its non performing loans and adearat each balance sheet date to assess wheitwatisaion for
impairment should be recorded in the income statémén particular, considerable judgement by manaent is
required in the estimation of the amount and timifidguture cash flows when determining the levelpodvisions
required. Such estimates are necessarily baseabsumptions about several factors involving varydegrees of
judgment and uncertainty and actual results mdgrdiésulting in future changes to such provisions.

Collective impairment provisions on loans and advances

In addition to specific provisions against indivadly significant loans and advances, the Bank ala&es a collective
impairment provision against loans and advanceshwtalthough not specifically identified as requiria specific
provision, have a greater risk of default than wioeiginally granted. This collective provision isded on any
deterioration in the internal grade of the loarnceiit was granted. The amount of the provisiobdsed on the
historical loss pattern for loans within each gradd is adjusted to reflect current economic chgnge

2.24 Acceptance

Acceptances are disclosed on the balance sheet atids assets with corresponding liability diseldsinder other
liabilities. Therefore, there is no off-balance esheommitment for acceptances.

2.25 Director’s remuneration

The Directors’ remuneration is governed as sefirotite Memorandum of Association of the Bank, tt@rthercial
Companies Law and the Capital Market Authority.

The Annual General Meeting approve the remuneratiod 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 giddinds to the shareholders provided that suchdieak not exceed
RO 200,000. The sitting fee for each director dussexceed RO 10,000 in one year.
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

2 Summary of significant accounting policies (contiued)

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 Memortandof
Association and subject to the approval of the GBI@ the shareholders.

3 Analysis of other operating income and expendite
2007 2008 2008 2007
US$'000 Us$'000 RO’000 RO’000
Other operating income
15,779 16,748 Fee and commission income 6,448 6,075
4,561 6,156 Exchange income 2,370 1,756
(140) 2,371 Gain/(loss) on investments 913 (54)
647 6,208 Dividend income 2,390 249
8,855 7,912 Other income 3,046 3,409
29,702 39,395 15,167 11,435
Other operating expenditure
Staff costs:
190 304 End of service benefits 117 73
1,008 1,109 Social security and defined contribution plan c 427 388
24,932 27,057 Salaries and other staff costs 10,417 9,599
26,130 28,470 10,961 10,060
3,766 4,036 Occupancy costs 1,554 1,450
2,309 2,935 Depreciation 1,130 889
Other operating costs:
2,579 2,151 Advertisement and publicity 828 993
1,868 1,948 Communication 750 719
1,387 1,312 Insurance 505 534
2,421 2,634 Repairs and maintenance 1,014 932
4,732 4,956 Others 1,908 1,822
45,192 48,442 18,650 17,399
4 Impact of recoveries / write back
2007 2008 2008 2007
US$'000 Us$'000 RO’000 RO’000
15,033 15,748 Provision for loan impairment 6,063 5,788
4,519 7,140 Reserved interest 2,749 1,740
52 431 Written-off accounts _ 166 _ 20
19,604 23,319 8,978 71,548
5 Taxation
The taxation charge for the year is as follows:
2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
Oman taxation
9,828 9,613 - current 3,701 3,784
(322) - - prior years - (124)
(234) __60 - deferred _ 23 (90)
9.272 9.673 3.724 3,570
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Subject to approval by Ordinary Annual General Meeing

OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

5 Taxation (continued)

Income tax for the Oman operations has been adwzeall years up to 1997; all subsequent yearssatgect to
agreement with the Tax Authorities. In the tax asseents issued for 1998 to 2002 the Tax Authorhige not
recognised certain allowances claimed by the Bdiile Bank has lodged an appeal with the Tax Autiesrit
contesting the above decision. The appeals aliffettent stages of the appellate process and idesiare pending.

Income tax for the Indian operations has been ddi@eall years to 31 March 1989; all subsequearyare subject
to agreement by the Tax Authorities. In the taxeasmsents in respect of these years, the Tax Atig®have not
recognised certain exemptions claimed by the Begdylting in a tax demand of approximately RO 4Q@,vhich
has not been provided in the financial statemdriie. Bank has lodged an appeal with the Tax Autiesritontesting
the above decision. The Management believes thapbeal will be successful.

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

The tax rates applicable to the Bank in Oman is 12007 - 12%). For the purpose of determining theexpense
for the year, the accounting profit has been adfu$br tax purposes. Adjustments for tax purposekide items
relating to both income and expense. After givirffpat to these adjustments, the average effectxerate is
estimated to be 11.15% (2007 - 11.96 %).

The difference between the applicable tax rate$28b and the effective tax rate of 11.15% arises tduthe tax
effect of income not considered to be taxable aquteses that are not considered to be deductible afljustments
are based on the current understanding of theimxilstws, regulations and practices.

Deferred tax asset has been computed at the @pFaR% (2007 - 12%).

6 Basic earnings per share

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

2007 2008 2008 2007
913,257 913,257 Weighted average number of shares in issue (' 913,257 913,257
72,925 76,555 Net profit for the year (US$'000 / RO’000) 29,474 28,076

0.080 0.084 Basic earnings per share (US$ / RO) 0.032 0.031

No figure for diluted earnings per share has beesgnted 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 tlséngxi
shareholders, since the bonus issue was withoutidenation; the issue is treated as if it had aecliprior to the
beginning of year 2007.

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

to a nominal value of RO 0.100 each and was apprbyeExtra Ordinary General meeting on 6 Octobd&& T he
earnings per share have been calculated usinglhslsares 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 2008

7 Treasury bills and certificates of deposit
2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
675,325 415,584 Certificates of deposit 160,000 260,000
675,325 415,584 160,000 260,000
8 Due from other banks
2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
295,868 34,065 Placements 13,115 113,909
12,472 32,719 Others 12,597 4,802
308,340 66,784 25,712 118,711
9 Loans and advances
2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
178,834 196,974 Overdrafts 75,835 68,851
1,469,504 1,558,644 Loans 600,078 565,759
12,621 37,452 Bills discounted/purchased 14,419 4,859
1,660,959 1,793,070 Gross loans and advances 690,332 639,469
(94,060) (78,395) Provision for loan impairment (30,182) (36,213)
(112,525) (86,654) Reserved interest (33,362) (43,322)
1,454,374 1,628,021 Loans and advances (net) 626,788 559,934

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

CBO also requires as per circular BM 977 a genleah loss provision to cover expected losses, vaselERS
requires collective impairment based on incurrexés. As per BM 977, the financial statements dela general
provision of RO 6.2 million which is based on arpested loan loss provisioning model developed antfied by
Oliver Wyman, a leading international firm on firtded services strategy and risk management comsylta The
collective impairment provision as required und&g139 based on an incurred loss model developethdygame
consultant amounts to RO 0.9 million.

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

Specific General Total Total
provision provision provision provision
RO’000 RO’000 RO’000 US$'000
At 1 January 30,221 5,992 36,213 94,060
Currency translation effect on opening balance (411) (6) (417) (1,083)
Provided during the year 1,833 218 2,051 5,327
Released during the year:
- due to recoveries (4,416) - (4,416) (11,470)
- due to write back (1,639) (8) (1,647) (4,278)
Technically transferred to memorandum account (1,600) - (1,600) (4,156)
during the year
Written-off during the year (2 - (2 (5)
At 31 December 23,986 6,19¢€ 30,182 18,395



Subject to approval by Ordinary Annual General Meeing
OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

9. Loans and advances (continued)

The movement on the provision for loan impairmamirty 2007 is analysed as follows:

Specific General Total Total
provision provision provision provision
RO’000 RO’000 RO’000 US$'000
At 1 January 33,201 5,719 38,920 101,091
Currency translation effect on opening balanc 303 = 303 787
Provided during the year 2,506 273 2,779 7,218
Transfers
Released during the year:
- due to recoveries (5,080) - (5,080) (13,194)
- due to write back (708) - (708) (1,839)
Written off during the year 1) - (1) (3)
At 31 December 30,221 5,997 36,213 94,060
The movement on reserved interest during the yweanalysed as follows:
2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
96,013 112,525 At 1 January 43,322 36,965
3,454 (6,014) Currency translation effect on opening balance (2,315) 1,330
17,582 16,068 Unrecognised during the year 6,186 6,769
(4,519) (7,140)  Transfer to the income statement (2,749) (1,740)
- (28,780)  Technically transferred to memorandum account (11,080) -
during the year
(5) (5)  Written-off during the year (2) (2)
112,525 86,654 At 31 December 33,362 43,322

The total loans technically transferred during ylear to memorandum account are with the full rightecovery
being continued. These were in respect of the ambsmimn India in the amount of RO 12.7 million (200¥l), and
were fully provided by the Bank.

At 31 December 2008, loans and advances on whieheist has not been accrued amounted to RO 61l&mil
(2007 — RO 77.1 million). Government soft loans anting to RO 4.3 million, on which the principalgsaranteed
and part of interest serviced by the Governmenthef Sultanate of Oman, are impaired. Adequate piavifor
impairment is made for the portion of interest sertviced by the customers.

10. Investments
2007 2008 2008 2007

US$'000 US$'000 RO’000 RO’000
260 - Held for trading - 100

12,468 7,199 Fair value through profit or loss 2,771 4,800
54,783 51,134 Held-to-maturity 19,687 21,092
34,957 29,568 Available-for-sale 11,384 13,458
102,468 87,901 33,842 39,450

The held for trading investments consisted of qdi@enan Government securities of RO Nil (2007 — R0,Q200).
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

10 Investments (continued)

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

2007 2008
US$'000 US$'000

12,468 2,199 Quoted — Foreign Government securities

Investments classified as held-to-maturity areodews:

2007 2008
US$'000 US$'000
39,201 38,275 Quoted — Oman Government securities
15,013 12,291 Quoted - Foreign Government securities
569 568 Quoted - Other securities, Oman
54,783 51.134

Available-for-sale investments are as follows:

2007 2008
US$'000 US$'000 Cost of:

10,668 8,821 Quoted - Foreign Government securities
3,255 3,081 Quoted - Equity and other securities, Oman
8,870 9,618 Unquoted investments

22,793 21,520

Revaluation gains/(losses) of:

(1,509) (740) Quoted - Foreign Government securities
2,683 5,387 Quoted - Equity and other securities, Oman

10,990 3,401 Unquoted investments

34,957 29,568

-17 -

2008
RO’000

2771

2008
RO’000

14,737
4,732
218

2008
RO’000

3,396
1,186
3,703
8,285

(285)
2,074
1,310

11,384

2007
RO’000

2007
RO’000

15,093
5,780
219
21,092

2007
RO’000

4,107
1,253
3.415
8,775

(581)
1,033
4,231

13,458



Subject to approval by Ordinary Annual General Meeing

OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

11 Property and equipment:

The movement in property and equipment during te 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 RO000 RO000 RO’000
Cost / Valuation
1 January 2008 32,898 2,586 6,848 852 12,540 23 55,747
Currency translation effect
on opening balances (458) (15) (63) (25) (71) - (622)
Revaluation reserve 45 - - - - - 45
Additions 11 44 216 33 231 - 535
Disposals - - (35) (13) (15) - (63)
31 December 2008 32,496 2,615 6,966 857 12,685 23 55,642
Depreciation
1 January 2008 4,214 2,509 6,337 685 11,150 - 24,895
Currency translation effect

on opening balances (297) (15) (64) (11) (61) - (348)

Charge for the year 282 31 216 88 513 - 1,130
Disposals - - (35) (14) (8) - _ (57
31 December 2008 4,299 2,525 6,454 748 11,594 - 25,620
Net book value 28,197 90 512 109 1,091 23 30,022
31 December 2008 13.239 234 1.329 283 2.834 60  77.979
(US$'000)

Freehold land owned by the Bank was revalued 8% &ecember 2007, except one land which was redaseat 31
March 2008 aggregating to increase in value by RQ tillion, by independent professional valueropen market
basis. The gross carrying amount of the land watated so that the net carrying amount of the asftet its
revaluation equals its revalued amount, surplusegaluation was credited to revaluation reserveguity.

If freehold land had been carried at cost, theyaagramount of freehold land and buildings wouldvédnebeen
RO 6,088,000 (2007: RO 6,620,000).
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

11 Property and equipment (continued)
The movement in property and equipment for the 687 is as follows

Freehold Leasehold Equipment,
land and property and furniture and Motor

buildings improvements fixtures vehicles
RO’000 RO’000 RO’000 RO’000

Cost /Valuation
1 January 2007 10,536 2,591 6,758 820
Currency translation

effect on opening

balances 298 - 31 5
Revaluation reserve 22,064 - - -
Additions - 3 276 27
Disposals - (8) (169) _ -
31 December 2007 32,89 2,586 6,896 852
Depreciation
1 January 2007 4,028 2,484 6,307 600
Currency translation

effect on opening

balances 116 - 30 4
Charge for the year 70 33 192 81
Disposals - (8) (158) _ -
31 December 2007 4,214 2,509 6,371 685
Net book value
31 December 2007 28,684 17 525 167
2007 - (US$'000) 74,504 200 1,364 434

12 Other assets

2007 2008
US$'000 US$'000
1,265 1,070 Prepaid taxes
234 171 Deferred tax asset
1,826 1,553 Other prepayments
2,166 4,722 Derivative trading assets (note 18 (d))
24,713 13,499 Cheques for collection and others
30,595 6,803 Acceptances
60,799 27,818

13 Due to banks

2007 2008
US$'000 US$'000
2,449 73,603 Bank borrowings
151,740 150,403 Syndicated borrowings
62,093 43,895 Others
216,282 267,901
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

14  Deposits from customers

2007 2008 2008 2007
US$'000 US$’000 RO’000 RO’000
510,922 541,346 Current 208,418 196,705
809,712 798,036 Savings 307,244 311,739
431,377 361,203 Time deposits 139,063 166,080
356,311 193,740 Others 74,590 137,180

2,108,322 1,894,325 729,315 811,704

15 Other liabilities

2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
9,930 9,719 Provision for income tax 3,742 3,823
1,138 408 Deferred tax liability 157 438
1,580 1,616  End of service benefits 622 608
6,153 4,792  Accrued expenses 1,845 2,369
3,475 3,873  Derivative trading liabilities (note 18 (d)) 1,491 1,338
11,192 6,940  Others 2,672 4,309
30,595 6,803  Acceptances 2,619 11,779
64,063 34,151 13,148 24,664

As per the directives of the Capital Market Authpi(CMA) the amount of unpaid dividend and fractisimare
which is outstanding for more than six months guieed to be transferred to the Investors’ Trustd-astablished
by the CMA. The unpaid dividend amounting to RO0&®, (2007 — RO 61,433) and fraction shares amaogitdin
RO 2,355 outstanding for more than six months e kiransferred to the Investors’ Trust Fund du@aiober
2008 (2007 — 1,040).

The movements in end of service benefits liabdity as follows:

2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
1,577 1,579 At 1 January 608 607
190 304 Charge for the year 117 73
(187) (267) Paid during the year (103) (72)
1,580 1,616 At 31 December 622 08

16  Share capital

The share capital of the Bank is divided into 953,280 fully paid shares of RO 0.100 each (20030,333,800
shares of RO 0.100 each) against the authorised shpital of 127000 million shares of RO 0.100 each.

Dr Omar Bin Abdul Muniem Al Zawawi, the Bank’s foder, holds 91,965,660 shares (2007 - 83,605,170)
personally, and this is the only single sharehgldimexcess of 10%.
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OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

17 Reserves
Non-distributable reserves
(@) Legal reserve

In accordance with the Commercial Companies Lawwian 1974, annual appropriations of 10% of theipfof
the year, before Directors’ remuneration, are ntadbée legal reserve until the accumulated balaricke reserve is
equal to one third of the value of the Bank’s pajdshare capital. Accordingly, RO 2,947,000 beifgbolof the
profit for the year, has been transferred to legakrve during the year (2007 - RO 2,808,000). Téggrve is not
available for distribution.

(b) Satutory reserve

Regulations issued on 30 September 2000 by th@m@ythegulating the banking activities in India, which certain
branches operate, require the branches to appm@@5&6 of their profits for the year to a statutoegerve, which is
not distributable without the prior permission bé&tregulatory authority. An earlier regulation sgwn 27 March
1989, required the branches in India to approp288% of their profits to a statutory reserve utité year 2000. In
this respect an amount of RO 58,000 has beerféraed to statutory reserve during the year (20BD-120,000).

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

(d)  Assetrevaluation reserve
Asset revaluation reserve represents net surpisisgon revaluation of freehold land.

18 Contingent liabilities, commitments and derivatves

(@) Letters of credit, guarantees and other commitments

2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
107,730 121,829  Letters of credit 46,904 41,476
443,192 481,475  Guarantees and performance bonds 185,368 170,629
550,922 603,304 232,272 212,105

(b)  Undrawn loan commitments

At 31 December 2008, the Bank had undrawn irrevieckdan commitments amounting to RO 9.73 millio@@Z2 -
RO 38.33 million).

(c) Capital commitments

At 31 December 2008, there were capital commitmamsunting to RO 2,322,000 (2007 — RO 1,934,000).

(d) Derivatives

In the ordinary course of business the Bank eritgosvarious types of transactions that involveidsive financial

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

Derivative instruments include forwards, futurasags and options.

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

notional amounts analysed by the term to maturifjxe notional amount is the amount of a derivativaiderlying
asset, reference rate or index and is the basis whizh changes in the value of derivatives aresuesz.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

18 Contingent liabilities, commitments and derivativeqcontinued)
(d)  Derivatives (continued)

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

31 December 2008: Notional amounts by term to maturity
Positive Negative Notional
fair fair amount Up to >1-3 >3-5 Over 5
value value Total 1 year years years years

RO 000 RO 000 RO 000 ROO0O0O0 ROO0O0O ROO0O0 ROO000
Derivatives held for trading:

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 - -

1818 1,491 116,251 = 85,028 20,397 10,826

US$ 000 4,722 3.873 301,950 220.851 52,980  28.119

31 December 2007:
Notional amounts by term to maturity

Positive  Negative Notional
fair fair amount Up to >1-3 >3-5 Over 5
value value Total 1 year years years years
RO 000 RO 000 RO 000 RO 000 ROO000 ROO000 RO 000
Derivatives held for trading

Interest rate swaps 63 93 25,168 1,925 23,243 - -

Forward foreign exchange 771 1,245 205,858 171,971 18,527 15,360 -

Contracts

Interest rate caps - - 4,127 2,587 1,540 - -
834 1,338 235,153 176,483 43,310 15,36 -

US$ 000 2,166 3,475 610,787 458,397 112,494 9,89

(o8]

00

(o)}
'

Derivative product types

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

Swaps are contractual agreements between two péotiexchange interest or foreign currency difféadnbased on
a specific notional amount. For interest rate syapunterparties generally exchange fixed andifigaate interest
payments based on a notional value in a singleenay:  For currency swaps, amounts as well aseisttelifferentials
are exchanged in different currencies.

Options are contractual agreements that convesighg but not the obligation, to either buy orl sekpecific amount

of a commodity or financial instrument at a fixedcp, either at a fixed future date or at any timithin a specified
period.
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18 Contingent liabilities, commitments and derivativeqcontinued)

Derivatives held or issued for trading purposes

Most of the Bank’s derivative trading activitieslate to sales and positioning. Sales activitielve offering
products to customers in order to enable thematiosfer, modify or reduce current and expected rigkssitioning
involves managing positions with the expectatioprafiiting from favourable movements in pricesesbr indices.

(e) Contingencies

As at 31 December 2008, there were certain legtd pending against the Bank, aggregating to RO6Lillion
(2007: RO 18.4 million). Based on the opinion af Bank’s legal counsel, the Bank’s management\esi¢hat no
liability is expected to arise from these casesiatiterefore does not consider it necessary toenaaiy provision in
this regard.

19 Financial assets and liabilities

Accounting classifications and fair values as at 3ecember 2008

Other Total
Designated Heldto Loans and Available amortized carrying
at fair value maturity receivables for sale cost amount  Fair value
RO’000 RO’000 RO'000 RO000 RO’000 RO’000 RO’000
Cash and balances with central - - 131,122 - - 131,122131,122
banks
Treasury bills and certificates of - 160,000 - - - 160,000 160,000
deposit
Due from other banks - - 25,712 - - 25,712 25,760
Loans and advances - - 626,788 - - 626,788632,093
Investments 2,771 19,687 - 11384 - 33,842 34,339
Total 2,771 179,687 783,622 11,38 - 977464 983314
Due to banks - - - - 103,142 103,142 103,142
Deposits from customers - - - - 729,315 729,315 729,970
Total - - - - 832457 832,457 833,112
Other Total
Designated Heldto Loans and Available amortized carrying
at fair value maturity receivables for sale cost amount  Fair value
US$'000 US$000 US$H000 US$H000 US$000 US$000 US$'000
Cash and balances with central - - 340,577 - - 340,577 340,577
banks
Treasury bills and certificates of - 415,584 - - - 415,584 415,584
deposit
Due from other banks - - 66,784 - - 66,784 66,909
Loans and advances - - 1,628,021 - - 1,628,021 1,641,800
Investments 7,197 51,135 - 29,569 - 87,901 89,192
Total 7,197 466,719 2,035,382 29,569 - 2,538,867 2,554,062

Due to banks
Deposits from customers
Total

267,901 267,901 267,901
1,894,325 1,894,325 1,896,026

2,162,226 2,162,226 2,163,927

-23-



Subject to approval by Ordinary Annual General Meeing

OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

19

Financial assets and liabilitiegcontinued)

Accounting classifications and fair values as aB1 December 2007

Trading
RO’000
Cash and balances with central -
banks
Treasury bills and certificates of -
deposit
Due from other banks
Loans and advances
Investments
Total

[EnY
o

=
o

Due to banks

Deposits from customers
Total

Trading
US$'000
Cash and balances with central -
banks
Treasury bills and certificates of -
deposit
Due from other banks
Loans and advances
Investments
Total

N
D

N
(o2}
o

Due to banks
Deposits from customers
Total

20 Fair value information

Designates Other Total
at fair Heldto Loans and Available amortized carrying Fair
value maturity  receivables for sale cost amount  value
RO’000 RO’000 RO’000 RO'000 RO'000 RO’000 RO000
- - 49,431 - - 49,431 49,431
- 260,000 - - - 260,000 260,000
- - 118,711 - - 118,711 118,698
- - 559,934 - - 559,934 565,050
4,800 21,092 - 13.45€ - 39,45C_ 39,069
4,800 281,092 728,07 13,45€ - 1,027,5211,032,248
- - - 83,269 83,26¢ 83,269
= = = - 811,704 811,70« 812,025
- - - - 894,973 894,97¢ 895,294
Designatec Other Total
at fair Heldto Loans and Available amortized carrying Fair
value maturity receivables for sale cost amount value
US$'000 US$000 US$000 US$000 US$000 US$000 US$'000
- - 128,392 - - 128,392 128,392
- 675,325 - - - 675,325
675,325
- - 308,340 - - 308,340 308,306
- - 1,454,374 - - 1,454,3741,467,662
12,468 54,783 - 34,957 - 102,468 101,478
12,468 730,108 1,891,106 34,957 - _2,668,8992,681,163
- - - - 216,28: 216,282216,282

- 2,108,32: 2,108,3222,109,156
- 2,324,604 2,324,6042,325,438

The following summarises the methods and assunmptised in estimating the fair values of financisdeds and

liabilities:

Treasury bills, certificates of deposit and due frm other banks

The fair value of treasury bills, certificates afpabsit and due from other banks which are shomt-fer nature are
estimated to equal their carrying value. For theaiader, the fair values have been determined sgodnting 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 contrazast flows using market interest rates currentyrged 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 besn taken at book value as the prevailing inteegst offered on
similar loans are not materially different from thetual loan rates.
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20 Fair value information (continued)

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 long¥idoreign currency borrowings whose interest rateslinked to
LIBOR and hence the fair value is estimated to ether carrying value. The fair value of bank lmwings which
are short-term in nature is estimated to equalr tbeirying value. For the remainder, the fair valimve been
determined by discounting the contracted cash flosiusg market interest rates of borrowings of @amihaturities.

Deposits from customers

The fair values of deposits with no stated matuaity assumed to be equal to their carrying valtee estimated fair
values of fixed rate deposits are determined bygadisting the contracted cash flows using markedrést rates
currently offered for similar deposits.

Other on-balance sheet financial instruments
The fair values of all on-balance sheet finanaiatruments are considered to approximate their bables.

Off-balance sheet financial instruments

No fair value adjustment is made with respect txlitfrelated off-balance sheet financial instruragmthich include
commitments to extend credit, standby letters eflitrand guarantees, as the related future inctraanss materially
reflect contractual fees and commissions actudlbrged at the balance sheet date for agreemesimitdr credit
standing and maturity.

Foreign exchange contracts are valued based oretarrices. The market value adjustments in respefireign
exchange contracts are included in the carryingesbf other assets and other liabilities.

21  Cash and cash equivalents

The reconciliation of the components of cash argh @quivalents with the equivalent items showrhim halance
sheet is shown below:

2007 2008 2008 2007
US$'000 US$'000  Balance sheet items comprise: RO'000 RO’000
128,392 340,577 Cash and balances with central banks 131,122 49,431
675,325 415,584 Treasury bills and certificates of deposit 160,000 260,000
308,340 66,784 Due from other banks 25,712 118,711

(216,282) (267,901) Due to banks (103,142) (83,269)

895,775 555,044 213,692 344,873
Adjustment for items maturing after three months

(156,030) (56,603) from date of acquisition and restricted balances (21,792) (60,071)

739,745 498,441 191,900 284,802
Cash and cash equivalents comprise:

45,997 207,925 Cash and balances with central banks 80,051 17,709
649,351 389,610 Treasury bills and certificates of deposit 150,000 250,000
138,231 48,553 Due from other banks 18,693 53,219
(93,834) (147.647) Due to banks (56,844) (36,126)
739,745 498,441 191,900 284,802
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22  Related party transactions

The Bank accepts deposits from its major sharemgld@irectors, senior management and their relatetterns.
The Bank also provides loans and other advancesotier banking services to these parties. Thasedctions are
entered into in the ordinary course of the Bankisibess, at normal commercial interest and comanissites. At

31 December, balances with related parties wefellasys:

2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
161,977 150,449 Loans and advances 57,923 62,361

45,473 46,725 Deposits from customers 17,989 17,507
11,104 14,270 Letters of credit, guarantees and other acceptances 5,494 4,275
2,306 2,306  Provision for loans and advances* 888 888

Loans and advances amounting to RO 20,201,000 (2B@r 232,000) included above are secured by cash
collaterals, government securities and bank guaeant

* Provision for loans and advances relates to O®eacurities Portfolio Company SAOG, which was plaged
liquidation on 9 January 2001. The provision wasldised in the related party note in the finansiatements for
the years 2000 and 2002 and approved at the shdeelsoAnnual General Meetings held on 5 April 20&1d

30 April 2003, respectively.
The financial statements include the following amisuin relation to transactions with Directors dhdir related
concerns:

2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
5,094 6,208 Interest income 2,390 1,961
1,449 764 Interest expense 294 558
60 96 Other operating income 37 23
Other operating expenditure:
247 112 Advertisement and publicity 43 95
701 683 Insurance 263 270
1,403 1,548 Repairs and maintenance 596 540
1,103 1,265 Others 487 424
634 465 Purchase of property and equipment 179 244
Compensation of the key management personnel is tdlows:
2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
605 784 Short-term employee benefits 302 233
31 _42 Terminal benefits _16 12
36 826 318 245
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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 bardtiares,
(“Significant shareholders”) or their family membeturing the year is as follows:

Director Other Significant
@) 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 and
other acceptances 32 - 2,390 3,072 5,494
Provision for loans and advances - - - 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
Director Other Significant
(@ directors  shareholder Others Total
RO’000 RO’000 RO’000 RO’000 RO’000
As at 31 December 2007
Loans and advances 11,126 470 30,804 19,961 62,361
Deposits from customers 2,120 42 5,712 9,633 17,507
Letters of credit, guarantees at
other acceptances 36 - 1,016 3,223 4,275
Provision for loans and advance - - - 888 888
During the year 2007
Interest income 234 19 442 1,266 1,961
Interest expense 39 - 290 229 558
Other operating income - - 2 21 23
Other operating expenditure:
Advertisement and publicity - 1 93 1 95
Insurance - - - 270 270
Repairs and maintenance - - 225 315 540
Others 7 51 275 91 424
Purchase of property and - - 63 181 244
equipment

Details are provided separately above where loadsadvances relating to an individual Director an@®ignificant
shareholder and his/her related parties are gréfader 5% of the total related party loans and adesn Others
represent transactions with parties related to rti@e one Director , Significant Shareholder ané&y management

personnel.
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23

Geographical distribution of assets and liabilies

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

Other
GCC OECD

Oman countries countries India  Pakistan Others Total

RO'000 RO’000 RO'000 RO’000 RO000 RO'000 RO’000
Cash and balances with central banks 115,177 - - 806 15,139 - 131,122
Treasury bills and certificates of depositL60,000 - - - - - 160,000
Due from other banks - 6,784 11,784 7,033 4 107 25,712
Loans and advances 620,679 4,565 - 129 1,415 - 626,788
Investments 22,147 2,772 1,040 7,842 - 41 33,842
Property and equipment 28,757 - - 1,191 74 - 30,022
Other assets 9,233 - - 1,291 186 __ - 10,710
Total assets 955,993 14,121 12,824 18,292 16.818 148 1,018,196
Due to banks 28,700 5,439 68,015 821 138 29 103,142
Deposits from customers 711,210 - 10 15,514 2,581 - 729,315
Other liabilities 12,612 - - 366 170 - 13,148
Total liabilities 752,522 5,439 68,025 16,701 2,889 29 845,605
Equity 172,258 - - 333 - _ - 172,591
Total liabilities and equity 924,780 5439 68,025 17,034 2,889 29 1.018,196

Other
GCC OECD
Oman countries countries India Pakistan Others  Total

US$'000 US$000 US$H000 US$'000 US$000 US$'000 US$H'000
Cash and balances with central banks 299,161 - - 2,09¢ 39,322 - 340,577
Treasury bills and certificates of deposit 415,584 - - - - - 415,584
Due from other banks - 17,620 30,608 18,26¢ 10 278 66,784
Loans and advances 1,612,154 11,857 - 33k 3,675 - 1,628,021
Investments 57,525 7,200 2,701 20,36¢ - 106 87,901
Property and equipment 74,693 - - 3,09/ 192 - 77,979
Other assets 23,982 - - 3,33 483 _ - 27,818
Total assets 2,483,099 36,677 33,30 47513 43,682 384 2,644,664
Due to banks 74,545 14,127 176,662 2,13 358 77 267,901
Deposits from customers 1,847,299 - 26 40,29¢ 6,704 - 1,894,325
Other liabilities 32,758 - - 95 442 - 34,151
Total liabilities 1,954,602 14,127 176,688 43,37¢ 7,504 77 2,196,377
Equity 447,422 - - 86r - _ - 448,287
Total liabilities and equity 2,402,024 14,127 176,688 44,24: 7,504 17 2,644,664
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23 Geographical distribution of assets and liabilies (continued)

A geographical analysis of the assets, liabiliird equity as at 31 December 2007 is as follows:

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

Due from other banks
Loans and advances
Investments

Property and equipment
Other assets

Total assets

Due to banks
Deposits from customers
Other liabilities

Total liabilities

Equity
Total liabilities and equity

Cash and balances with central banks

Treasury bills and certificates of depo 675,325

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
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Other
GCC OECD
Oman countries countries India  Pakistan
RO'000 RO'000 RO000 RO'000 RO’'000
32,920 - - 1,476 15,035
260,000 - - - -
- 73,284 36,124 9,192 4
558,098 244 - 173 1,419
25,323 4,767 14 9,305 -
29,275 - - 1,542 35
22,088 - - 1,104 216
927,704 78,29 36,13 22,792 16,709
1,332 14,178 66,508 20 1,120
789,853 - 12 18,899 2,940
23,941 - - 650 73
815,126 14,178 66,520 19,569 4,133
162,053 - - 96 -
977,179 14,17 66,52 19,665 4,13
Other
GCC OECD
Oman countries countries India Pakistan
US$000 US$000 US$000 US$000 US$000
85,506 - - 3,834 39,052
- 190,347 93,830 23,875 10
1,449,605 634 - 449 3,686
65,775 12,382 36 24,169 -
76,039 - - 4,005 91
57,371 - - 2,867 561
2,409,621 203,363 93,86 59,199 43,400
3,459 36,826 172,748 52 2,909
2,051,567 - 31 49,088 7,636
62,185 - - 1,688 190
2,117,211 36,826 172,779 50,828 10,735
420,917 - - 249 -
2,538,128 36,826 172,779 51,077 10,73

Others
RO’000

107

41

=
o

=

11

[EEN

11

=
[N
[N

Others

Total
RO’000

49,431
260,000
118,711
559,934

39,450

30,852

23,408

1,081,786

83,269
811,704
24,664

919,637

162,149
1,081,786

Total

US$'000 US$'000

278

106

W
les)
~

N

88

N

88

N
co

128,392
675,325
308,340
1,454,374
102,468
80,135
60,799
2,809,833

216,282
2,108,322
64,063

2,388,667
421,166
2,809,833
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24 Distribution by economic sector

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

2007 2008
US$'000 US$'000
589,230 620,191

58,359 65,933
87,573 106,043
66,709 90,182
286,119 290,052
49,034 49,003
16,826 2,831
86,442 102,213
53,849 49,291
316,795 309,377
50,023 107,954
1,660,959 1,793,070

The table below analyses the concentration ofrieti€credit, guarantees and other commitmentbpa@mic sector:

2007
US$'000

286
41,065
53,764

405,416
12,784
9,979
26

5,668
4,784
314
16,836
550,922

2008
US$'000

212
48,126
46,294

442,696
8,089
2,064

770
4,077
55
50,921
603,304

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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2008 2007
RO’000 RO’000
238,773 226,853
25,384 22,468
40,827 33,716
34,720 25,683
111,670 110,156
18,866 18,878
1,090 6,478
39,352 33,280
18,977 20,732
119,110 121,966
41,563 19,259
690,332 639,469

2008
RO’000

81
18,528
17,823

170,438
3,114
2,064

6,381
1,570
21
12,252
232,272

2007
RO’000

110
15,810
20,699

156,085
4,922
3,842

10

2,182
1,842
121
6.482
212,105
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25 Geographical segment information
A geographical analysis of key financial data hgaltion of primary assets as at 31 December 208&tisut below:

Consolidation

Oman Others adjustments Total

RO’000 RO’000 RO’000 RO’000
Revenue from customers 57,801 1,514 - 59,315
Internal revenue 107 6 (113) -
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

Consolidation

Oman Others adjustments Total

uUS$'000 uUS$'000 US$'000 US$'000
Revenue from customers 150,132 3,933 - 154,065
Internal revenue 278 16 (294) -
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

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

Consolidatior

Oman Others adjustments Total

RO’000 RO’000 RO’000 RO’000
Revenue from customers 66,268 1,746 - 68,014
Internal revenue 103 10 (113) -
Segment result 28,173 (97) - 28,076
Assets 1,072,991 40,170 (31,375) 1,081,786
Liabilities 910,720 25,969 (17,052) 919,637
Capital expenditure 456 27 - 483
Depreciation 756 133 - 889
Provision for loan impairment 2,273 506 - 2,779

Consolidatior
Oman Others adjustments Total

US$'000 US$'000 US$'000 US$'000
Revenue from customers 172,125 4,535 - 176,660
Internal revenue 268 26 (294) -
Segment result 73,178 (252) - 72,926
Assets 2,786,989 104,338 (81,494) 2,809,833
Liabilities 2,365,505 67,452 (44,291) 2,388,666
Capital expenditure 1,184 70 - 1,254
Depreciation 1,964 345 - 2,309
Provision for loan impairment 5,904 1,314 - 7,218
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25 Geographical segment information (continued)
A geographical analysis of revenue by locationusftomers as at 31 December 2008 is set out below:

Oman Others Total
RO’000 RO’000 RO’000
Revenue from customers 54,776 4,539 59,315

Oman Others Total
US$000 US$000 US$000

Revenue from customers 142,275 11,790 154,065

A geographical analysis of revenue by locationusftomers as at 31 December 2007 is set out below:
Oman Others Total
RO'000 RO000 RO’000

Revenue from customers 53,711 14,303 68,014

Oman Others Total
US$'000 US$000 US$'000

Revenue from customers 139,509 37,151 176,660

26  Business segment information
An analysis of key financial data by business segras at 31 December 2008 is set out below:

Treasury &
Retail  Corporate Investments Common Total
RO’'000 RO’000 RO’'000 RO’000 RO’000

Revenue from customers 26,339° 19,236 9,474 4,266 59,315

Assets 226,135 400,653 226,422 164,986 1,018,196

Capital expenditure - - - 535 535
Treasury &

Retail  Corporate Investments Common Total
US$000 US$000 US$000 US$000 US$H000

Revenue from customers 68,413 49,964 24,608 11,080 154,065
Assets 587,365 1,040,656 588,108 428,535 2,644,664
Capital expenditure - - - 1,390 1,390

An analysis of key financial data by business segras at 31 December 2007 is set out below:

Treasury &
Retail  Corporate Investmentc Common  Totald
RO'000 RO’000 RO’000 RO'000 RO’000

Revenue from customers 25,903 18,557 21,303 2,251 68,014

Assets 216,596 343,553 423,481 98,156 1,081,786

Capital expenditure - - - 483 483
Treasury &

Retaill  Corporate Investments Common Total
US$000 US$000 US$H000 US$000 US$000

Revenue from customers 67,281 48,200 55,332 5,847 176,660
Assets 562,587 892,343 1,099,950 254,953 2,809,833
Capital expenditure - - - 1,254 1,254
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27  Dividend per share

The Board of Directors at the forthcoming Annualn@el meeting will propose a cash dividend of RQ23. per
share of nominal value of RO 0.100 each amountrig® 24.658 million for the year 2008 (2007 — cdistidend of
RO 0.210 per share of nominal value of RO 1 eachuating to RO 17.435 million and stock dividendl6f% equal
to 8,302,338 shares). These financial statementsadaeflect these dividends, which will be accaahtor in
shareholders’ equity as an appropriation of retheernings in the year ending 31 December 2009.

28 Risk Management

28.1 Introduction and overview

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

The Bank has exposure to the following major ris&s its business
e Credit Risk
* Liquidity Risk
*  Market Risk
e Operational Risk

Risk Management framework

The Board of Directors has overall responsibility the establishment and oversight of the Banisk management
framework. Risk Management policies and systemseatablished to identify and analyze risks facedhayBank.
The Bank has established Asset and Liability (AL@®@mmittee, Credit and Operational Risk Committigbikh are
responsible for developing and monitoring risk ngermaent policies. The Audit Committee is respomsifdr
monitoring compliance with the Bank’s risk managatr@olicies and procedures and for reviewing thegadcy of
the risk management framework in relation to tisgifaced by the Bank. The Audit Committee is tesdign these
functions by Internal Audit which undertakes regudmd ad-hoc reviews, the results of which are megoto 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 marant practices /processes for approval by thedBoar
of Directors.

« Ensuring that business activities are conductetaordance with the approved policies and processes

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

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

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

28.2 Credit Risk

Credit Risk is the risk of financial loss to therdf a customer or counterparty to a financiatrimsent fails to meet
its contractual obligations, and arises princip&ityn the Bank’s loan and advances to customero#ret banks and
investment securities. For risk management regpgurposes, the Bank considers and consolidateteatients of
credit risk exposure (such as individual obligofadét risk, country and sector risk). For risk mgement purposes,
credit risk arising on trading securities is marthipelependently, but reported as a component ofkenaisk
exposure.
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28  Risk Management (continued)
28.2 Credit risk (continued)
28.2.1 Management of Credit Risk

The Board of Directors has delegated responsilfditithe management of credit risk to the Boardd@r€ommittee
(BCC) which is responsible for the oversight of Bank’s credit risk, including:

e Formulating credit policies

« Establishing the authorization structure

* Reviewing and assessing credit risk

« Limiting concentration of exposure to counterpartie

« Developing and maintaining the Bank’s risk grading

* Reviewing compliance of business units

« Providing advice, guidance and specialist skillprimmote best practice in the management of cristlit

28.2.2 Credit Approval Process
The Credit process requires all credit applicativtom Corporate & Commercial Banking unit to be épéndently
reviewed by Risk Management department. The RigkdiCicCommittee ( RCC ) of the Management approves

applications within its delegated limits and recoemds applications above its delegated limit toBbard Credit
Committee.

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

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

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

28.2.4 Large exposures and Concentration

Exposure to a person, company or group (ie thel&igrrower Lending Limit - SBLL) is restricted tmaximum
15 % of the Bank’s net worth or 10 % of the Baré&t worth for senior members in Management. Intégtdithe
total of all facilities granted to senior membearsManagement of the Bank must not exceed 35 %eB#nk’s net
worth.

28.25 Credit quality of Loans and Advances

All loans and advances in the Bank are classifismbaling to asset quality. Standard accounts dtechil facilities
which demonstrate good financial condition, risktées and capacity to repay in line with the oraiterms of
sanction. These are not currently subdivided biatwiil 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 factdhis may for example relate to poor profitapilifow tangible
net worth, deteriorating business prognosis or ttoabout the ownership.
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28  Risk Management (continued)
28.2 Credit risk (continued)

28.2.6 Impaired Loans

Impaired loans are those loans for which the Bagtierdnines 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 contractedafinterest and
determining the fair value of the assets. This msasured against the provision requirements in tesfm€BO
methodology. The impairment provision held by trenBis the higher of the two methodologies on dfplio basis.
Interest is suspended on all impaired loans.

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

A model was developed and certified by Oliver Wymaiteading international firm on financial sengcsrategy and
risk management consultancy. The model is a cortibmaf three sub models: a corporate loan probwtuf default

(PD) model, a personal loan PD model, and a Lossngdefault (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 Bdyrathnce sheet against expected losses .

28.2.7 Credit Administration

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

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

28.2.8 Exposureto Credit risk

Loans and advances Due from other banks Investments
2008 2007 2008 2007 2008 2007
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
Individually impaired 61,373 77,087 - - - -
Allowance for impairment (57,348) (73,543) - = - -
Carrying amount 4,025 3,544 - - - -
Past due and not impaired 23,520 23,569 - - - -
Neither past due nor impaired 599,243 532,821 25,712 118,711 33,842 39.450
Total carrying amount 626,788 559,934 25,712 118,711 33,842 39,450
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28  Risk Management (continued)
28.2 Credit risk (continued)

28.2.8  Exposureto Credit risk (continued)

Loans and advances Due from other banks Investments
2008 2007 2008 2007 2008 2007
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
Individually impaired 159,410 200,226 - - - -
Allowance for impairment (148,956) (191,021) - - - -
Carrying amount 10,454 9,205 = - - -
Past due and not impaired 61,091 61,218 = - - °
Neither past due nor impaired 1,556,476 1,383,951 66,784 308,340 87,901 102,468
Total carrying amount 1,628,021 1,454,374 66,784 308,340 87,901 102,468

The Bank holds collateral against loans and adwarncethe form of deposits, mortgage over propedther
registered securities over assets, and guararisgsiates of fair value are based on the valueolbteral 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 collateaslheld at 31 December 2008 or 2007.

An estimate of the fair value of collateral andestlsecurity enhancements held against financia@tsiss shown

below:
Loans and advances Loans and advances
2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
Against individually impaired
18,169 22,306 Property 8,588 6,995
5 8 Equities 3 2
397 405 Deposits 156 153
52 52 Guarantees (Sovereign/Bank) 20 20
18,623 22,771 Total 8,767 7,170
Against past due but not impaired
4,138 4,582 Property 1,764 1,593
844 - Equities - 325
1,997 1,862 Deposits 717 769
22,478 20,743 Guarantees (Sovereign/Bank) 7,986 8,654
29,457 27,187 Total 10,467 11,341
Against neither past due nor impaired
49,303 53,994 Property 20,788 18,982
22,917 22,972 Debt Securities 8,844 8,823
852 1,429 Equities 550 328
75,416 74,920 Deposits 28,844 29,035
215,249 209,865 Guarantees (Sovereign/Bank) 80,798 82,871
363,737 363,180 Total 139,824 140,039
411,817 413,138 Total Securities 159,058 158,550
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28  Risk Management (continued)

28.2 Credit risk (continued)

28.2.8  Exposureto Credit risk (continued)

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

The Bank monitors concentration of credit risk luginess sectors. An analysis of the concentrati@nedlit risk at
the reporting date is as follows:

Loans and advances Due from other banks Investments
2008 2007 2008 2007 2008 2007
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
Concentration by sector:
Sovereign - - - - 25,351 29,299
Corporate 400,654 342,709 - - - -
Banks - - 25,712 118,711 218 219
Retall 226,134 217,225 - - - -
Equity - - - - 8,273 9,932
Carrying amount 626,788 559,934 25,71 118,71 33,842 39,450
Loans and advances Due from other banks Investments
2008 2007 2008 2007 2008 2007
US$'000 US$'000 US$'000 US$'000 US$000 US$000
Concentration by sector:
Sovereign - - - - 65,847 76,101
Corporate 1,040,660 890,152 - - - -
Banks - - 66,784 308,340 566 569
Retail 587,361 564,222 - - - -
Equity - - - - 21,488 25,798
Carrying amount 1,628,021 1,454,374 66,78 308,34 87,901 102,468

28.3 Liquidity and funding management

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

The objective of the Bank’s liquidity and fundinganagement is to ensure that all funding commitmantsdeposits
withdrawals can be met when due. It is the Bankjgctive to maintain a diversified and stable fagdoase mainly
comprising core retail deposits and corporate déepasd institutional balances. Portfolios of highijuid assets,
which are diversified by currency and maturity, eraintained with the objective of enabling the Baakespond
quickly and smoothly to unforeseen liquidity reguirents.

The management of liquidity and funding is carr@d in accordance with the practices and limitsbsethe Board
and in line with the guidelines issued by CBO. Benk has adopted the duration gap analysis wittaketal
pattern for monitoring liquidity. The Treasury Depaent of the Bank is responsible for liquidity rmagement under
the guidance and supervision of ALCO. ALCO meeasqalically to monitor funding strategies, liquigiplanning,
prudential limits etc.
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28 Risk Management (continued)
28.3 Liquidity and funding management (continued)
The Bank’s liquidity and funding management prodashkides:

« Projecting cash flows by major currency and congigemaintenance of liquid assets necessary irioala
thereto;

« Monitoring balance sheet liquidity ratios agaimternal and regulatory requirements;

¢ Monitoring depositor concentration with particuthrust to stable retail deposits complemented byaate
and institutional deposits.

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

Exposure to liquidity risk

The key measure used by the Bank for managingdiiyuiisk is the ratio of net liquid assets to dsig® from
customers. For this purpose net liquid assetsarsidered as including cash, treasury bills antificate of deposits,
and due from other banks less any due to bank®ted borrowings maturing within the next three ithen Details
of the ratio of net liquid assets to deposits flmmtomers at the reporting date was as follows:

2008 2007
At 31 December 26.31% 35.09%
Residual contractual maturities of financial liabilities
Carrying Gross Upto1l 1-3 years >3-5 Over 5
amount nominal year years years

outflow
RO’000 RO’'000 RO’000 RO’000 RO’000 RO’000
31 December 2008
Non-derivative liabilities

Due to banks 103,142 106,425 56,125 50,300 - -
Deposit from customers 729,315 732,011 428,798 81,380 76,715 145,118
Unrecognized loan commitments 9,730 9,730 7,545 2,185 - -
Carrying Gross Upto1l 1-3 years >3-5 Over 5
amount nominal year years years
outflow

US$'000 US$'000 US$000 USH000 US$H000 US$000
31 December 2008
Non-derivative liabilities

Due to banks 267,901 276,428 145,779 130,649 - -
Deposit from customers 1,894,325 1,901,328 1,113,761 211,377 199,260 306,9
Unrecognized loan commitments 25,272 25,272 19,597 5,675 - -
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28.3 Liquidity and funding management (continued
Exposure to liquidity risk (continued)

Residual contractual maturities of financial lidi@k (continued)

Carrying Gross Uptol 1-3 years >3-5 Over 5
amount nominal year years years
outflow

RO’000 RO’000 RO’000 RO’'000 RO’000 RO’000
31 December 2007
Non-derivative liabilities

Due to banks 83,269 92,980 24,694 - 68,286 -
Deposit from customers 811,704 821,660 481,027 82,147 99,391 159,095
Unrecognized loan commitments 38,331 38,331 24,782 13,549 - -
Carrying Gross Upto1l 1-3 years >3-5 Over 5
amount nominal year years years
outflow

US$'000 US$'000 US$000 US$H000 US$H000 US$H000
31 December 2007
Non-derivative liabilities

Due to banks 216,282 241,506 64,140 - 177,366 -
Deposit from customers 2,108,322 2,134,182 1,249,421 213,369 258,158 413,234
Unrecognized loan commitments 99,561 99,561 64,369 35,192 - -

The table above shows the undiscounted cash fldwtheo Bank’s financial liabilities and unrecognizéahn
commitments on the basis of their earliest posgiblgractual maturity. The Bank’s expected cdsWwd on these
instruments vary significantly from this analysior example, demand and savings deposits from mes are
expected to maintain a stable or increase balance.

28.4 Market risks

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

28.4.1 Management of market risks

The Bank separates its exposure to market riskdstwrading and non-trading portfolios. Tradingtfadios include
positions arising from market making and proprigtpositions together with financial assets andiliizds that are
managed on a fair value basis. The managemenrgdtds place various limits as tool to control tisk and it is
monitored by Risk Management Department.

Overall authority for market risk is vested in ALCRisk Management is responsible for the developrobdetailed
risk management policies, subject to review andr@amd by ALCO/Board and for the day-to-day reviettloeir
implementation. As a risk control mechanism lingte put in place for foreign exchange open postioRositions
are managed and monitored on an on going basidhéyTteasury. Periodical reporting is made to ALCBow
deliberate on the issue and give necessary guidanoeasury.
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28.4

Risk Management (continued)

Market risks (continued)

28.4.1 Management of market risks (continued)

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 2008 2008 2007
FCY’000 FCY’000 FCY’000 FCY’000 FCY’000 RO’000 RO’000
US Dollars 694,421 460,230 50,799 181,003 103,987 40,00 39,423
Indian Rupees 1,367,296 1,369,453 2,000 - 157 ] 2
Others 249 1,454
40,285 40,879

The majority of the exposure is in US$ and the Mgmaent do not believe that the Bank is exposedhyonzaterial

exchange risk as the US$ is pegged with Rial Omani.

28.4.2 Exposureto 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. Integgstnisk 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 roang activities. Monitoring is carried out througfe statement
of interest rate sensitivity with impact study ary@hange in the movement in interest.

Interest rate risk is the sensitivity of the Banfitgancial condition to movements in interest ratessmatches 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 #ne maturity profile of the assets and liabittiePositions are
monitored regularly and hedging strategies are ts@thnage the interest rate risk.

The Bank’s interest sensitivity position based ontractual repricing arrangements or maturity ab&tember 2008

was as follows:

Less Non-

Effective  than 6 6to 12 Over 12 interest

interest 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 1.42 150,000 10,000 - - 160,000
Due from other banks 4.45 10,675 1,216 1,671 12,150 25,712
Loans and advances 5.72 343,835 24,844 255,206 2,903 626,788
Investments 3.82 3,721 7,985 10,665 11,471 33,842
Total 508,231 44,045 267,542 157,646 977,464
Liabilities
Due to banks 2.52 85,496 - - 17,646 103,142
Deposits from customers 1.37 252,329 52,851 10,143 413992 729,315
Total 337,825 52,851 10,143 431,638 832,457
Interest sensitivity gap 170,406 (8,806) 257,399 - =
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28.4 Market risks (continued)
28.4.2 Exposuretointerest rate risk-non-trading portfolios (continued)
Less Non-
Effective  than 6 6to 12 Over 12 interest
interest months months months sensitive Total

Assets rate % US$000 US$000 US$000 US$H000 US$000
Cash and balances with central banks - - - 340,577 340,577
Treasury bills and certificates of deposit 1.42 389,610 25,974 - - 415,584
Due from other banks 4.45 27,727 3,158 4,340 31,559 66,784
Loans and advances 5.72 893,078 64,530 662,873 7,540 1,628,021
Investments 3.82 9,664 20,740 27,701 29,796 87,901
Total 1,320,079 114,402 694,914 409,472 2,538,867
Liabilities

Due to banks 2.52 222,068 - - 45,833 267,901
Deposits from customers 1.37 655,400 137,275 26,345 1,075,305 1,894,325
Total 877,468 137,275 26,345 1,121.138 2,162,226
Interest sensitivity gap 442,611 (22,873 668,569

The Bank’s interest sensitivity position based ontractual repricing arrangements or maturity abg@tember 2007
was as follows:
Non-
Effective Lessthan 6to 12 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 - - - 49,431 49,431
Treasury bills and certificates of deposit 3.25 250,00C - 10,000 - 260,000
Due from other banks 5.12 108,84¢ 3,510 1,098 5,254 118,711
Loans and advances 6.02 288,271 17,081 251,719 2,863 559,934
Investments 4.12 5,81C 1,702 22,006 9,932 39,450
Total 652,93C 22,293 284,823 67,480 1,027,526
Liabilities

Due to banks 4.35 58,921 - - 24,348 83,269
Deposits from customers 2.36 328,15€ 44,085 27,256 412,207 811,704
Total 387,077 44,085 27,256 436,555 894,973
Interest sensitivity gap 265,852 (21,792 257,567

Non-
Effective Lessthan 61to 12 Over 12 interest
Interest 6 months months months  sensitive Total

Assets rate % US$000 US$000 USH000 US$000 US$000
Cash and balances with central banks - - - 128,392 128,392
Treasury bills and certificates of deposit 3.25 649,351 - 25,974 - 675,325
Due from other banks 5.12 282,72E 9,117 2,852 13,646 308,340
Loans and advances 6.02 748,75€ 44, 36€ 653,816 7,436 1,454,374
Investments 4,12 15,09( 4,421 57,158 25,79¢ _ 102,468
Total 1,695,922 57,904 739,800 175,275 2,668,899
Liabilities

Due to banks 4.35 153,042 - - 63,240 216,282
Deposits from customers 2.36 852,35: 114,50¢ 70,795 1,070,66¢ 2,108,323
Total 1,005,39¢ 114,50¢ 70,795 1,133,90¢ 2,324,605
Interest sensitivity gap 690,527 (56,602 669,005
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28.4 Market risks (continued)
28.4.2  Exposure to interest rate risk-non-trading portfolios (continued)

The management of interest rate risk against isteete gap limits is supplemented by monitorirg sknsitivity of
the Bank’s financial assets and liabilities to was standard and non-standard interest rate soendtie impact of
incremental 100 basis points parallel fall or riseall yield curves worldwide at the beginning dktyear 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 2008 1,195 (1,195) 3,104 (3,104)
At 31 December 2007 2,172 (2,172) 5,642 (5,642)

28.5  Operational risks

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

The Bank has an Operational Risk policy and an @imeral Manual, supported by Desk Top Procedurestag by
Quality Assurance Department. Personnel Policied Brocedures manual and Code of Conduct and Ethical
Standards and Directors Handbook address the war@muirements to mitigate risks.

The primary responsibility for the development @amglementation of controls to address operatioisilis assigned
to senior management within each business unittwihidude:

»  Segregation of duties, including the independetiiaization of transactions

* Reconciliation and monitoring of transactions

« Compliance with regulatory and other legal requeam

« Documentation of controls and procedures

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

risks identified

* Reporting of operational losses and proposed reahadiion

« 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 Managenoérihe Bank and Chaired by the General Managegtsne
once a month to review the risk concerns / riskgaiton across the Bank, with follow up on the &suliscussed at
the previous meeting.

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

Audit reviews are discussed with the managemeth@tbusiness unit to which they relate, with susioin to the
Audit Committee and senior management of the Bank.

- 42 -



OMAN INTERNATIONAL BANK SAOG

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

28 Risk Management (continued)

28.6 Capital Management

28.6.1 Regulatory Capital

The CBO sets and monitors capital requirementshi@mBank. The overseas branches are directly sigperby their
local regulators. In implementing current capitdjuirements, the CBO requires the Bank to mairdaggmescribed
ratio of total capital to total risk-weighted asskt line with Basel Il requirements effective hdary 2007.

The Banks regulatory capital is analysed into tiecst

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

as fair value reserve relating to unrealised gamequity instruments classified as available-tles

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

28.6.1 Regulatory Capital (continued)

The Bank’s policy is to maintain a strong capitat® so as to maintain investor, deposit and madddidence and to
sustain future business developments. The impatiedievel of capital on shareholders’ return goaiecognized and
the Bank recognizes the need to maintain a balaeteeen returns and the security offered by a gtiapital
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:

2007 2008 2008 2007
US$'000 US$'000 RO’000 RO’000
Tier 1 capital
215,644 237,208 Ordinary share capital 91,325 83,023
70,330 77,829 Legal reserve 29,964 27,077
21,570 4,138 Retained earnings 1,593 8,305
(3,561) (1,384) Other regulatory adjustments (533) (1,371)
303,983 317,791 Total 122,349 117,034
Tier 2 capital
5,683 4,169 Fair value reserve for available-for-sale equity 1,605 2,188
securities
15,564 16,093 Collective allowances for impairment 6,196 5,992
(800) - Other regulatory adjustments - (308)
20,447 20,262 Total 7,801 7,872
324,430 338,053 Total regulatory capital 130,150 124,906
Risk-weighted assets
1,727,223 1,881,608 Banking book 724,419 664,981
220,984 222,273 Operational risk 85,575 85,079
140,423 152,561 Market risk 58,736 54,063
2,088,630 2,256,442 Total risk-weighted assets 868,730 804,123
Capital ratios
15.53 14.98 Total regulatory capital expressed as a 14.98 15.53
percentage of total risk-weighted assets
14.55 14.08 Total tier 1 capital expressed as a percentage 14.08 14.55

of risk-weighted assets

29. Comparative balances

The corresponding figures of 2007 included for caragive purposes have been reclassified to confeitin the
presentation in the current period.
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