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Oman International Bank S.A.0.G

Interim report for Nine months ended 30 September 2008

Board of Directors’ Report on the nine months resuk (unaudited)
for the period ended September 30, 2008

Dear Shareholders,

On behalf of the Board of Directors of Oman Inteéioraal Bank SAOG, it gives me
pleasure to present a brief summary of the aawitif the Bank and its performance for
the nine months ended 30th September 2008.

The Net Profit for the nine months was OMR 21.2% Mompared to OMR 19.01 Mio
for the corresponding period of the previous yeacprding an increase of 11.8%. The
Net Interest Income for the nine months was OMR Mio compared to OMR 24.9 Mio
for the corresponding period of the previous yé€xher Operating Income for the first
nine months of 2008 was OMR 11.9 Mio compared to FOM.1 Mio for the
corresponding period of previous year, recordingpasiderable increase of 66%. The
total income increased to OMR 33.5 Mio during tleeigd recording an increase of 4.4%
against OMR 32.1 Mio of the corresponding periodhaf previous year. Operating Cost
for the nine months was OMR 13.9 Mio. Comparativielyvas 6.4% higher than the
amount of the corresponding period of the last .y&ae provision for loan impairment
for the first nine months decreased by 15.3% to OM® Mio compared to OMR 2.2
Mio for the previous year corresponding nine monfise Bank recovered OMR 6.1 Mio
from non-performing advances during the first nimenths which recorded a 27%
increase in recoveries against the same perioldeoprtevious year. With these the Bank
continues to improve the quality of the advanceskbo

Total deposits are OMR 741.6 Mio as at 30th Sep&r2b08 compared to OMR 733.0
Mio of the same period of the last year. The Bamktinues to grow the deposit base and
core deposits with emphasis on low cost fundinget INans and advances were at OMR
596.9 Mio as at 30th September 2008 compared to OMB.8 Mio as at 30th
September, 2007 recording an increase of 21.6%tir@@mt liabilities in terms of letters
of credit and guarantees during the period were O218.1 Mio compared to OMR
188.8 Mio of the same period of last year an ineeeaf 16%.

Local Money Market continued to experience excegsgdity. This pushed the banks to

lend at very competitive rates. Further, the retgumaceiling on the lending rate for

personal loans was also reduced during the pefiod. affected the interest income. The
Bank has grown the loan book through quality legdio increase the interest income.
The Bank also strives to increase the fee-basemriacas it has done during the period,
to boost the income.
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The Bank maintains a strong balance of its tots¢@sin cash and equally liquid assets.

The earning per share on an annualised basis besaged to baizas 31 from last year’s
level of baizas 28 for the same period. Net agsatshare have recorded an increase of
28% during the period from baizas 142 of the lasiryto baizas 182. The networth has
increased during the period to OMR 165.8 Mio froi® 129.4 Mio of the previous
year recording a growth of 28%. Total assets lgrosvn to OMR 1.019 billion from
OMR 980 Mio with an increase of 3.9%. The Banka&pal Adequacy Ratio as at the
30th September 2008 was 15.20% compared to 15.27%hé¢ same period last year.
This is well above the minimum ratio of 10% stigethby the CBO.

With regards to the overseas operations, the Bamkirmes to focus on recoveries
strategy in India while holding the growth in thdvances portfolio temporarily. The
operations in Pakistan are being monitored to impresults.

In closing this address, on behalf of the Boardwéctors, | would like to express our
appreciation and thanks to all our customers, spordent banks, staff and management
whose commitment to the Bank is appreciated, as ageto the Central Bank of Oman
and their counterparts overseas for their supputtgaidance.

On behalf of the Board, | wish to express our niashble gratitude and loyalty to His
Majesty Sultan Qaboos Bin Said for the peace aalilgy, which his reign has brought
us. We pray that the Almighty grant His Majesty ddwealth to allow him to lead us on
an enlightened path to further prosperity and dgwalent for Oman and its people.

Reem Omar Zawawi
Chairperson of the Board



KPMG

REVIEW REPORT TO THE BOARD OF DIRECTORS OF
OMAN INTERNATIONAL BANK SAOG

Introduction

We have reviewed the accompanying condensed inteport of the Oman International Bank
SAOG (“the Bank”) as at 30 September 2008, whichuitles condensed balance sheet and the
related condensed statements of income, changeguity and cash flows, prepared in Capital
Market Authority’s format, for the nine months petithen ended, and a summary of significant
accounting policies and other explanatory note®seodn pages 5 to 32.

The condensed interim report is the responsibitify the Bank’s Management. Bank's
Management is responsible for the preparationisfabndensed interim financial information in
accordance with International Financial Reportitgn8ards and the requirements set out in the
Rules for Disclosure and Proformas issued by thgit@laMarket Authority of the Sultanate of
Oman. Our responsibility is to express a conclusen this condensed interim financial
information based on our review.

Scope of Review

We conducted our review in accordance with therha@ional Standard on Review Engagements
2410, "Review of Interim Financial Information Rmmrhed by the Independent Auditor of the
Entity". A review of interim financial informationonsists of making inquiries, primarily of the
Bank’s personnel responsible for financial and aotieg matters, and applying analytical and
other review procedures. A review is substantiddlys in scope than an audit conducted in
accordance with International Standards on Auditimgl consequently does not enable us to
obtain assurance that we would become aware sigglificant matters that might be identified in
an audit. We have not performed an audit and, daugly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attenthat causes us to believe that the
accompanying condensed interim financial informmatéimes not present fairly, in all material
respects, the financial position of the Bank as3@tSeptember 2008, and of its financial
performance and its cash flows for the six montesiool then ended in accordance with
International Financial Reporting Standards and rtieimum disclosure requirements of the
Capital Market Authority of the Sultanate of Oman.

25 October 2008 KPMG



Summary of unaudited results

Loans and advances net of provision and reserved
interest

Deposits
Networth

Net assets per share

Net interest income

Net profit for the period

Earnings per share for the period
Earnings per share (annualised)

Capital adequacy ratio

30 September
2008
RO’000

596,925

741,692
165,829
RO 0.182

Nine months
ended

30 September
2008
RO'000
21,634
21,258

RO 0.023
RO 0.031

15.20%

Oman International Bank S.A.0.G

Interim report for Nine months ended 30 September 2008

30 September
2007
RO’000

490,801

733,010
129,430
RO 0.142

Nine months
ended

30 September
2007
RO'000
24,964
19,011

RO 0.021
RO 0.028

15.27 %
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Unaudited income statement for the quarter and nie months period ended 30 September 2008

Quarter Quarter Nine months Nine months
ended ended ended ended
Notes 30 September 30 September 30 September 30 September
2008 2007 2008 2007
RO'000 RO'000 RO'000 RO'000
Interest income 10,794 14,686 33,132 42,954
Interest expense (3,504) (5,977 (11,498) (17,990)
Net interest income 7,290 8,709 21,634 24,964
Other operating income 5 2912 2,293 11,930 7,184
Total income 10,202 11,002 33,564 32,148
Other operating expenditure 5 (4,819 (4,390 (13,958) (13,115)
Operating profit before provisions 5,383 6,612 19,606 19,033
and recoveries
Provision for loan impairment (830) (636 (1,917) (2,264)
Loan recoveries and write back 6 2,146 795 6,140 4,831
Profit before tax 6,699 6,771 23,829 21,600
Taxation 804 (814 (2,571) (2,589)
Profit for the period 5,895 5,957 21,258 19,011

Dividend per share - - - -

The notes set out on pages 10 to 32 form an iftpgraof these interim unaudited financial statatae
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Notes 30 September

30 September

Interim report for Nine months ended 30 September 2008

31 December

2008 2007 2007
RO’000 RO’000 RO’'000
Assets
Cash and balances with central banks 72,947 112,639 49,431
Treasury bills and certificates of deposits 260,000 80,000 260,000
Due from other banks 10,422 224,044 118,711
Loans and advances: 8
Due from related parties 38,989 34,025 62,36
Other loans and advances 621,909 536,546 577,108
Loans and advances (gross) 660,898 570,571 639,469
Provision for impairment and reserved
interest 9 (63,973) (79,770) (79,535)
Loans and advances (net) 596,925 490,801 559,934
Investments 13 36,284 45,794 39,450
Other assets 13,224 18,736 23,408
Property and equipment 30,108 8,725 30,852
Total assets 1,019,910 980,739 1,081,786
Liabilities
Deposits from customers: 10
Due to related parties 21,439 21,825 17,50
Deposits from others 720,253 711,185 794,197
Total deposits 741,692 733,010 811,704
Due to banks 96,440 93,542 83,269
Other liabilities 15,949 24,757 24,664
Total liabilities 854,081 851,309 919,637
Shareholders’ funds
Share capital 91,325 83,023 83,023
Non-distributable reserves 53,201 26,828 53,386
Retained earnings 21,303 19,579 25,740
Total shareholders' funds 165,829 129,430 162,149
Total liabilities and shareholders’ funds 1,019,910 980,739 1,081,786
Letters of credit and guarantees 19 (a) 219,146 188,811 212,105

The interim unaudited financial statements werbanged for issue in accordance with a resolutfah®
Board of Directors on 25 October 2008.

REEM OMAR ZAWAWI|
CHAIRPERSON

BIPIN DHARAMSEY
DEPUTY CHRMAN



Unaudited Statement of changes in equity

Particulars

At 1 January 2007
Effect of currency translation

Net movement in fair values

Total income and expense for the period directtprded in equity
Net profit for the period

Total income and expense for the period

Cash dividend paid for year 2006

Stock dividend for the year 2006
At 30 September 2007

At 1 January 2008

Effect of currency translation

Net movement in fair values

Total income and expense for the period directtprded in equity
Net profit for the period

Total income and expense for the period
Transferred during the period

Transfer to asset revaluation reserve
Cash dividend paid for the year 2007
Stock dividend for the year 2007

At 30 September 2008

Oman International Bank S.A.0.G

Interim report for Nine months ended 30 September 2008

Investment
Share Legal Statutory Revaluation revaluation Retained
capital reserve reserve reserve reserve  earnings 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
- - 55 ) (54) 85 86
- - - - 970 - 970
- - 55 - 916 85 1,056
- - - - - 19,011 19,011
- 55 - 916 19,096 20,067
- - - - - (15,850) (15,850)
7,547 - - - - (7,547) -
83,023 23,591 550 - 2,687 19,579 129,430
83,023 26,399 678 22,064 4,245 25,740 162,149
- - (108) - 92 103 87
- - - - (275) - (275)
- - (108) - (183) 103 (188)
- - - - - 21,258 21,258
- - (108) - (183) 21,361 21,070
- - 61 - - (61) -
- - - 45 - - 45
- - - - - (17,435) (17,435)
8,302 - - - - (8,302) -
91,325 26,399 631 22,109 4,062 21,303 165,829
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Unaudited statement of cash flows for the nine mohs ended 30 September 2008

Nine months  Nine months

ended ended
30 September 30 September
2008 2007
RO'000 RO'000
Profit before taxation 23,829 21,600
Adjustments for:
Depreciation 849 840
Provision for loan impairment (net of recoveriesterback) (4,223) (2,566)
Interest/dividend on investments (3,374) (1,753)
Unrealised foreign currency losses / (gains) 276 (204)
Profit on disposal of property and equipment (8) 9
Profit on sale on investments (963) -
Unrealised losses on investments 82 92
Effect of currency translation loss / (gain) 1,781 (1,123)
Operating profit before changes in operating
assets and liabilities 18,249 16,877
Changes in operating assets 11,837 74,968
Changes in operating liabilities (65,392) 42,759
Cash generated from operations (35,306) 134,604
Income taxes paid (3,781) (3,359)
Net cash flow from operating activities (39,087) 131,245
Cash flows from investing activities
Purchase of property and equipment (3112) (376)
Proceeds from sale of property and equipment 8 10
Purchase of investments (5,333) (3,046)
Proceeds from sale of investments 8,288 1,066
Income received from investments 5,033 3,461
Net cash flow from investing activities 7,685 1,115
Cash flows from financing activities
Dividend paid (17,435) (15,850)
Net change in cash and cash equivalents (48,837) 116,510
Cash and cash equivalents at beginning of period 284,802 97,589
Cash and cash equivalents at end of periodRefer note 20) 235,965 214,099




Oman International Bank S.A.0.G

Interim report for nine months ended 30 September 2008

NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008

1 Legal status and principal activities

Oman International Bank SAOG (the Bank) is an Onjainit stock company, which was incorporated on

1 January 1979, operating as a commercial bankigira network of branches in the Sultanate of Oman,
India and Pakistan. The registered address of ¢agl loffice of the Bank is P.O. Box 1727, CPO Seeb,
Postal Code 111, Sultanate of Oman. The Bank sahdres listed on Muscat Securities Market.

2 Summary of significant accounting policies

The principal accounting policies applied in theegmration of these condensed interim financial
statements are set out below. These policies haga bonsistently applied to all the periods presknt
unless otherwise stated.

2.1 Basis of preparation

The condensed interim unaudited financial statesheme prepared in accordanwegth International
Financial Reporting Standards and the disclosugeiirements set out in the Rules for Disclosure and
Proformas issued by the Capital Market AuthoritheTaccounting policies used in the preparation of
condensed interim financial statements are comdistéth those used in the preparation of the annual
financial statements for the year ended 31 Decer2d@v, the prior year. The annual financial statese
were prepared in accordance with International ér@ Reporting Standards (IFRS), the disclosure
requirements set out in the Rules for Disclosum Rroformas issued by the Capital Market Authottityg
Commercial Company Law of the Sultanate of Omanthedapplicable regulations of the Central Bank of
Oman. The annual financial statements are preparddr the historical cost convention as modifiedHzy
revaluation of land, available-for-sale investmeeturities, investment carried at fair value thiopgofit

or loss, financial assets and financial liabilitiedd for trading and all derivative instruments.

Functional and presentation currency

The financial statements have been prepared ins Rimhani which is the functional currency of the
primary economic environment in which the Bank apes.

2.2 Foreign currencies

2.2.1 Transactions and balances

Foreign currency transactions are translated mdfunctional currency using the exchange rategiieg

at the dates of the transactions. Foreign exchgage and losses resulting from the settlementuohs
transactions and from the translation at year-erchange rates of monetary assets and liabilities
denominated in foreign currencies are recognisdébdrincome statement. Translation differenceaam
monetary items, such as equities held at fair véthweugh profit or loss, are reported as part ef tar
value gain or loss. Translation differences on-mumetary items classified as available-for-sataficial
assets, are included in the investment revaluaésearve in equity.

2.2.2 Trandation of financial statements of overseas branches

The assets and liabilities of the overseas branttadave a functional currency other than the Qraani

are translated into Rial Omani at the period-entdsraf exchange. The income and expenses of these
overseas branches are translated into Rial Omaavettage exchange rates for the period. Differences
resulting from the translation of the opening meteistment in these overseas branches are takextlylice
retained profits.

10
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008

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

The Bank classifies its financial assets in théofeing categories: financial assets at fair valaeugh
profit or loss; loans and receivables; held-to-migtunvestments; and available-for-sale financakets.
Management determines the classification of itarfinal assets at initial recognition.

2.3.1 Financial assets at fair value through profit or loss

This category has two sub-categories: financia¢taskeld for trading and those designated at falues
through profit or loss at inception.

A financial asset is classified as held for tradifig is acquired or incurred principally for thmurpose of
selling or repurchasing in the near term or ikipart of a portfolio of identified financial instnents that
are managed together and for which there is evieleha recent actual pattern of short-term prafidg.
Derivatives are also categorised as held for tgadimless they are designated as hedging instruments

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

» doing so significantly reduces measurement inctersises that would arise if the related
derivatives were treated as held for trading amduthderlying financial instruments were carried
at amortised cost;

e certain investments, that are managed and evaluates fair value basis in accordance with a
documented risk management or investment stratedyeported to key management personnel
on that basis are designated at fair value thrqugfit or loss; and

» financial instruments, containing one or more endeeldderivatives significantly modify the cash
flows, are designated at fair value through prafitoss.

Gains and losses arising from changes in the &irevof derivatives that are managed in conjunatith
designated financial assets or financial liab#iteae included in ‘other operating income’.

2.3.2 Loans and receivables

Loans and receivables are non-derivative finarasakets with fixed or determinable payments thahate
guoted in an active market, other than: (a) thbs¢ the Bank intends to sell immediately or in shert-
term, which are classified as held for trading, #mabe that the Bank upon initial recognition deaigs as
at fair value through profit or loss; (b) thosettttee Bank upon initial recognition designates ealable-
for-sale; or (c) those for which the Bank may retaver substantially all of its initial investmenther
than because of credit deterioration.

2.3.3 Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivatfinancial assets with fixed or determinable paytse
and fixed maturities that the Bank’s managementiagositive intention and ability to hold to maity

2.3.4 Available-for-sale financial assets

Available-for-sale financial assets are those idéehto be held for an indefinite period of time,igthmay
be sold in response to needs for liquidity or clesnig interest rates, exchange rates or equitggric

11
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008

2. Summary of significant accounting policies (coimiued)
2.3 Financial assets (continued)
2.3.5 Initial and subsequent measurement

Regular-way purchases and sales of financial asédtsr value through profit or loss, held-to-nitu
and available- for-sale are recognised on trade-dhe date on which the Bank commits to purchase o
sell the asset.

Financial assets are initially recognised at fatue plus transaction costs for all financial asgwdt
carried at fair value through profit or loss. Fingh assets carried at fair value through profil &ss are
initially recognised at fair value, and transactiwsts are expensed in the income statement. Ralanc
assets are derecognised when the rights to receste flows from the financial assets have expired o
where the Bank has transferred substantially aksriand rewards of ownership. Financial liabilitee
derecognised when they are extinguished — thathien the obligation is discharged, cancelled oiresp

Available-for-sale financial assets and financedets at fair value through profit or loss are sghsntly
carried at fair value. Loans and receivables arnd-teematurity investments are carried at amortisest
using the effective interest method. Gains andel®ssising from changes in the fair value of timaricial
assets at fair value through profit or loss catggoe included in the income statement in the plenio
which they arise. Gains and losses arising frormgea in the fair value of available-for-sale finiahc
assets are recognised directly in equity, untilfthancial asset is derecognised or impaired. A time,
the cumulative gain or loss previously recognisedequity is recognised in profit or loss. However,
interest calculated using the effective interesthm@ and foreign currency gains and losses on raonet
assets classified as available-for-sale are resedrin the income statement.

The fair values of quoted investments in activekeatr are based on current bid prices. If ther@iagative
market for a financial asset, the Bank establishi&svalue using valuation techniques. These inelthie
use of recent arm’s length transactions, discounteth flow analysis, option pricing models and pthe
valuation techniques commonly used by market ppdids.

2.4 Derivative financial instruments

Derivatives are initially recognised at fair valoe the date on which a derivative contract is euténto
and are subsequently remeasured at their fair v&ie values are obtained from quoted market prine
active markets, including recent market transasti@nd valuation techniques, including discounteshc
flow models and options pricing models, as appaipriAll derivatives are carried as assets when fai
value is positive and as liabilities when fair valg negative.

2.5 Offsetting

Financial assets and liabilities are offset andrtbeamount reported in the balance sheet whee ihex
legally enforceable right to offset the recognis@dounts and there is an intention to settle ontdass,
or realise the asset and settle the liability steméously.

2.6 Cash and cash equivalents

For the purposes of the cash flow statement, cadhcash equivalents comprise balances with less tha
three months’ maturity from the date of acquisitimeluding cash and non-restricted balances vétitral
banks, treasury bills and other eligible bills, amis due from other banks and short-term government
securities.

12
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008

2. Summary of significant accounting policies (coimiued)
2.7 Treasury bills

Treasury bills are classified as held for tradingas loans and receivables. Treasury bills acquioed
generating a profit from short-term fluctuationspitice or dealer's margin are classified as heldréaling
and other treasury bills are classified as loankraneivables. Treasury bills held for trading stated at
their fair value based on quoted market pricesnawunts derived from cash flow models. Unrealiseidga
and losses arising from changes in the fair valfigreasury bills classified as held for trading are
recognised in the income statement as they arissasury bills classified as loans and receivables a
stated at their amortised cost.

2.8 Due from banks and money market placements

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

2.9 Property and equipment

All property and equipment except freehold land steded at historical cost less depreciation. lisab
cost includes expenditure that is directly attrédilié to the acquisition of the items. Revaluatibfreehold
land is carried out every three years on an opetkeh&alue basis by an independent professionaleval
Net surpluses arising on revaluation are credibed tevaluation reserve, except that a revaluatiorease
is recognized as income to the extent that it ia@@ revaluation decrease of the same asset ysbvio
recognized as an expense. A decrease as a reaulewaluation is recognized as an expense, exoapit
is charged directly against any related revaluasiorplus to the extent that the decrease doesxceed
the amount held in the revaluation surplus in respé that asset. On disposal the related revialnat
surplus is transferred directly to retained earsifiyansfers from revaluation surplus to retainachiegs
are not made through income statement.

Subsequent costs are included in the asset’'s ngrigimount or are recognised as a separate asset, as
appropriate, only when it is probable that futucereomic benefits associated with the item will flamthe

Bank and the cost of the item can be measuredlhgliall other repairs and maintenance are charged
other operating expenses during the financial pleriovhich they are incurred.

Land is not depreciated. Depreciation is calculaeds to write off the cost of property and equépm
other than freehold land, less their estimateddrtedivalues, on a straight-line basis over thenestd
useful lives of the assets concerned. Capital wofirogress is not depreciated until the assetgeady
for use. The principal lives adopted for this pupare:

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 ohafter, the period of the lease. Improvements asdd
property are amortised over five years.

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

date. Assets that are subject to amortisation ewewed for impairment whenever events or changes i
circumstances indicate that the carrying amount ndype recoverable. An asset’s carrying amount is

13
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008
2. Summary of significant accounting policies (coimiued)

2.9 Property and equipment (continued)

written down immediately to its recoverable amoifnthe asset’s carrying amount is greater than its
estimated recoverable amount. The recoverable anisuhe higher of the asset’s fair value less £ost
sell and value in use.

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

2.10 Sale and purchase agreement

Securities sold subject to linked repurchase agee¢sn('repos’) are retained in the financial statgmas
investment securities and the counter party ligbils included in amounts due to banks. Securities
purchased under agreements to resell ('reverss’yegmwe recorded as due from other banks. Therelifte
between sale and repurchase price is treated egs$htand accrued over the life of the repo agraeme
using the effective yield method.

2.11 Impairment of financial assets
2.11.1 Assetscarried at amortised cost

The Bank assesses at each balance sheet date mihetteeis objective evidence that a financial asse
group of financial assets is impaired. A finanaalset or a group of financial assets is impained a
impairment losses are incurred if, and only if rénis objective evidence of impairment as a resiutine or
more events that occurred after the initial rectigniof the asset (a ‘loss event’) and that lossnéor
events) has an impact on the estimated future fbask of the financial asset or group of finandakets
that can be reliably estimated.

The Bank first assesses whether objective evidefémpairment exists individually for financial ats

that are individually significant, and individualty collectively for financial assets that are matividually
significant. If the Bank determines that no ohbjextevidence of impairment exists for an individyal
assessed financial asset, whether significant grinimcludes the asset in a group of financiaeds with
similar credit risk characteristics and collectivehssesses them for impairment. Assets that are
individually assessed for impairment and for whichimpairment loss is or continues to be recognésed

not included in a collective assessment of impaime

If there is objective evidence that an impairmesslon loans and receivables carried at amortissichas
been incurred, the amount of the loss is measigdkeadifference between the asset’s carrying atransh

the present value of estimated future cash flowslgeling future credit losses that have not beenrred)
discounted at the financial asset’s original effectinterest rate. The carrying amount of the agse
reduced through the use of an allowance accountten@mount of the loss is recognised in the income
statement. If a loan has a variable interest thtediscount rate for measuring any impairment Isghe
current effective interest rate determined underciintract.

The calculation of the present value of the esehdtiture cash flows of a collateralised financiaset

reflects the cash flows that may result from fooeale less costs for obtaining and selling theatedal,
whether or not foreclosure is probable.

14
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008
2. Summary of significant accounting policies (coimiued)

2.11 Impairment of financial assets (continued)
2.11.1 Assetscarried at amortised cost (continued)

For the purposes of a collective evaluation of impant, financial assets are grouped on the bdsis o
similar credit risk characteristics (i.e. on thesisaof the Bank’s grading process that considesstaype,
industry, geographical location, collateral typegsipdue status and other relevant factors). Those
characteristics are relevant to the estimationutfire cash flows for groups of such assets by being
indicative of the debtors’ ability to pay all amasrdue according to the contractual terms of thsetas
being evaluated.

Future cash flows in a group of financial asse#s &ne collectively evaluated for impairment arénested
on the basis of the contractual cash flows of gmets in the Bank and historical loss experiencedsets
with credit risk characteristics similar to thosethe Bank. Historical loss experience is adjustedhe
basis of current observable data to reflect thectdfof current conditions that did not affect pregiod on
which the historical loss experience is based amgrove the effects of conditions in the histdreriod
that do not exist currently.

The Bank, as a policy, believes in full recoveryatif outstanding. Only when all possible avenueas fo
recovery of loans are fully exhausted the Bank ictams write off.

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can belrelate
objectively to an event occurring after the impannh was recognised, the previously recognised
impairment loss is reversed by adjusting the allmseaaccount. The amount of the reversal is resegni

in the income statement.

2.11.2 Assetscarried at fair value

The Bank assesses at each balance sheet date mthetigeis objective evidence that a financial besa
group of financial assets is impaired. In the casequity investments classified as availabledale, a
significant or prolonged decline in the fair valethe security below its cost is considered iredaining
whether the assets are impaired. If any such sggexists for available-for-sale financial ass#is,
cumulative loss — measured as the difference betile acquisition cost and the current fair valass
any impairment loss on that financial asset presfiprecognised in profit or loss — is removed frequity
and recognised in the income statement. Impairiesses recognised in the income statement onyequit
instruments are not reversed through the incomerstnt. If, in a subsequent period, in the casegebt
instrument classified as available for sale, the ¥alue increases and the increase can be obgdgetiv
related to an event occurring after the impairmess was recognised in profit or loss, the impairttiess
is reversed through the income statement.

2.12 Impairment of non-financial assets

Assets that have an indefinite useful life are sobject to amortisation and are tested annually for
impairment. Assets that are subject to amortisai@reviewed for impairment whenever events ongha

in circumstances indicate that the carrying amonmaty not be recoverable. An impairment loss is
recognised for the amount by which the asset’'syiteyramount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’svidire less costs to sell and value in use. Foptinposes

of assessing impairment, assets are grouped dbwhest levels for which there are separately idiatutie
cash flows (cash-generating units). Non-financéslegs other than goodwill that suffered an impantnage
reviewed for possible reversal of the impairmergaath reporting date.
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008
2. Summary of significant accounting policies (coimiued)

2.13 Acceptances

Acceptances are disclosed on the balance sheet otde assets with corresponding liability diselds
under other liabilities. Therefore, there is noloflance sheet commitment for acceptances.

2.14 Borrowings

Borrowings are recognised initially at fair valuetnof transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any diféerdoetween proceeds net of transaction costs and th
redemption value is recognised in the income statgnover the period of the borrowings using the
effective interest method.

2.15 Deposits

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

2.16 End of service benefits and leave entitlement

End of service benefits are accrued in accordarittetie terms of employment of the Bank's employaes
the balance sheet date, having regard to the egaints of the relevant labour laws of the countiies
which the Bank operates. Employee entitlementartoual leave are recognised when they accrue to
employees and an accrual is made for the estiml@bdity for annual leave as a result of services
rendered by employees up to the balance sheet date.

Contributions to a defined contribution retiremplan for Omani employees in accordance with the @ma
Social Insurance Scheme are recognised as an exjetiee income statement.

2.17 Provisions

Provisions for legal claims are recognised when:

» the Bank has a present legal or constructive diifigas a result of past events;
» itis more likely than not that an outflow of resoes will be required to settle the obligation; and
» the amount has been reliably estimated.

2.18 Interest income and interest expense

Interest income and expense for all interest-bgafimancial instruments, except for those clasdifées
held for trading or designated at fair value tlgloyrofit or loss, are recognised within ‘interegtome’
and ‘interest expense’ in the income statementgusia effective interest method.

The effective interest method is a method of calitog the amortised cost of a financial asset or a
financial liability and of allocating the interestcome or interest expense over the relevant pefibe
effective interest rate is the rate that exactbcdunts estimated future cash payments or redhiftagh

the expected life of the financial instrument ohen appropriate, a shorter period to the net aagryi
amount of the financial asset or financial lialilitwhen calculating the effective interest rates Bank
estimates cash flows considering all contractuahseof the financial instrument but does not coaisid
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008
2. Summary of significant accounting policies (coimiued)

2.18 Interest income and interest expense (continued)

future credit losses. The calculation includesfedls paid or received between parties to the ccinthat
are an integral part of the effective interest,ratinsaction costs and all other premiums or distn

Contractual interest is recognised unless colldityikis in doubt. Interest on interest bearingdtial
assets classified as held for trading or at famerghrough profit or loss is recognised on an aakcbasis.

2.19 Fee and commission income

Fees and commissions are generally recognised @at@nal basis when the service has been provided.
Loan commitment fees for loans that are likely éodnawn down are deferred (together with relateelctli
costs) and recognised as an adjustment to thetigffanterest rate on the loan.

2.20 Dividend income

Dividends are recognised in the income statemece ontice of entittement is received.
2.21 Taxation

Income tax on the profit or loss for the year coisgs current and deferred tax. Income tax is neicegl
in the income statement except to the extent thalates to items recognised directly in equitywihich
case it is recognised in equity.

Provision for Oman taxation has been made on thes lmd the rates applicable to an Omani PublictJoin
Stock company. Taxation on the overseas operatiopsovided on the basis of the relevant taxatamsl
of the countries in which the Bank operates.

Deferred income tax is provided in full, using trability method, on temporary differences betwdbka
carrying amounts of assets and liabilities for ficial reporting purposes and the amounts usedfation
purposes (the tax base). The amount of deferredptavided is based on the expected manner of
realisation or settlement of the carrying amountasbets and liabilities, using tax rates enacted or
substantially enacted at the balance sheet date.pfincipal temporary differences arise from dejatéon

of property and equipment, provisions, tax lossagied forward and unrealised gains or losses on
investments.

A deferred tax asset is recognised only to thergxtgat it is probable that future taxable profitdl be
available against which the asset can be utilidedferred tax assets are reduced to the extentttisaho
longer probable that the related tax benefit wéllrbalised.

2.22Segment reporting

A segment is a distinguishable component that gmged either in providing products and servicefiwit

a particular economic environment (geographicahsag) or in providing products or services (busines
segment), which is subject to risks and rewardsaha different from those of other segments. Sexsne
with a majority of revenue earned from externalteosers and whose revenue, result or assets arerl0 p
cent or more of all the segments are reported atgigr
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008

2. Summary of significant accounting policies (cdmued)

2.23 Fiduciary activities

Assets and income arising thereon together wittedl undertakings to return such assets to cussoaner
excluded from these financial statements whereBiek acts in a fiduciary capacity such as nominee,
trustee or agent.

2.24 Critical accounting estimates and judgments

The key assumptions concerning the future and dtégrsources of estimating uncertainty at the lmgan
sheet date, that have a significant risk of causingaterial adjustment to the carrying amountsssets
and liabilities within the next financial year atiscussed below:

Impairment losses on loans and advances

The Bank reviews its problem loans and advanceselt balance sheet date to assess whether a provisi
for impairment should be recorded in the incomdestent. In particular, considerable judgement by
management is required in the estimation of thewarhand timing of future cash flows when determinin
the level of provisions required. Such estimatesnecessarily based on assumptions about seaetatd
involving varying degrees of judgment and uncettaimnd actual results may differ resulting in figtur
changes to such provisions.

Collective impairment provisions on loans and advances

In addition to specific provisions against indivédly significant loans and advances, the Bank aisétes
a collective impairment provision against loans addances which, although not specifically ideatfas
requiring a specific provision, have a greater we$ldefault than when originally granted. This ective
provision is based on any deterioration in therimaeégrade of the loan since it was granted. Theunt of
the provision is based on the historical loss patfer loans within each grade and is adjustedeftect
current economic changes.

2.25Director’'s remuneration

The Directors’ remuneration is governed as setimihe Memorandum of Association of the Bank, the
Commercial Companies Law, the Capital Market Autigaand the Central Bank of Oman.

The Annual General Meeting shall determine and @pptthe remuneration and the sitting fees for the
Board Directors and its sub-committees provided $hah fees shall not exceed 5% of the annual nodit p
after deduction of the legal reserve and the optiorserve and the distribution of dividends to the
shareholders provided that such fees shall noteek&0O 200,000. The sitting fees for each direchadls
not exceed RO 10,000 in one year.

2.26 Dividend distribution

The Board adopts a prudent dividend policy, whiomplies with regulatory and prudential requirements
applicable in the Sultanate of Oman. Net profitgshe Bank shall be distributed in accordance wii t
Bank’'s Memorandum of Association and subject toapproval of the Central Bank of Oman and the
shareholders.
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3.

Interest income

Oman International Bank S.A.0.G

Interim report for nine months ended 30 September 2008

Interest bearing assets earned interest at anlbaaraialised rate 0f.31 % for the nine months ended 30
September 2008 (September 2007: 5.74 %).

4.

Interest expense

For the nine months ended 30 September 2008, theage overall annualised cost of funds W& %
(September 2007: 2.56 %).

5.

Analysis of other operating income and expenditure

Other operating income

Fee and commission income

Exchange gain

Realised gain on investments
Unrealised loss on trading investments
Dividend

Profit on sale of property and equipment
Other income

Other operating expenditure

Staff costs

Occupancy costs

Depreciation

Other operating costs:
Advertisement and publicity
Communication
Repairs and maintenance
Others

Loans recoveries and write back

Impaired loans
Reserved interest
Written-off loans
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Nine months
ended
30 September
2008

RO’000

4,709
1,838
963
(82)
2,377

7,948
1,152
849

682
557
753
2,017
13,958

Nine months
ended
30 September
2008

RO’000
4,593

1,522

25

6,140

Nine months
ended

30 September
2007
RO’000

3,667
1,201

(©2)
239

7,308
1,082
840

741
555
731
1,858
13,115

Nine months
ended

30 September
2007
RO’000
3,838
975
18
4,831
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008
7 Basic earnings per share

Basic earnings per share are calculated by dividirgprofit attributable to the shareholders, beingfit for the
period, by the weighted average number of sharessire, as follows:

30 September 30 September 31 December

2008 2007 2007
No of shares '00C No of shares '00( No of shares‘000
Weighted average number of shares in issue 913,257 913,257 913,257
RO’000 RO’000 RO'000
Profit for the period 21,258 19,011 28,076
Basic earnings per share — annualised (RO) 0.031 0.028 0.031

During the period ended 30 September 2008, the Bemled 8,302,338 bonus shares of RO 1 each texikéng
shareholders, since the bonus issue was withoudicdenation; the issue is treated as if it had aezlprior to the
beginning of year 2007.

Subsequent to 30 September 2008, the nominal wdltiee share was split from a nominal value of R@ath to a
nominal value of RO 0.100 each and was approvedttiya Ordinary General meeting on 6 October 200& T
earnings per share has been calculated using libstsres for all the periods presented.

8. Loans and advances
Loans and advances can be analysed as follows:
30 September 30 September 31 December

2008 2007 2007

RO’000 RO’000 RO’000

Overdrafts 71,689 70,044 68,851
Loans 582,339 497,616 565,759
Bills discounted / purchased 6,870 2911 4,859
Gross loans and advances 660,898 570,571 639,469
Provision for loan impairment (31,522) (37,617) (36,213)

Reserved interest (32,451) (42,153) (43,322
Net loans and advances 596,925 490,801 559,934

The concentration of gross loans and advancesdnoeaic sector are as follows:

30 September 30 September 31 December

2008 2007 2007
RO’000 RO’'000 RO’000
Personal and consumer loans 222,346 223,960 226,853
Import trade 23,809 29,623 22,468
Construction 48,493 28,063 33,716
Financial institutions 25,720 29,760 25,683
Manufacturing 117,849 77,613 110,156
Wholesale and retail trade 18,395 10,696 18,878
Export trade 876 6,443 6,478
Electricity, gas, water,

Transportation and communication 39,594 33,853 33,280
Services 20,186 20,585 20,732
Mining and quarrying 120,564 94,381 121,966
Others 23,066 15,594 19,259

660,898 570,571 639,469
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NOTES TO THE FINANACIAL STATEMENTS

FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008

8. Loans and advances (continued)

The interest rate bands of gross loans and advameess follows:

0-5%

5-7%

7-10%

10-13%

more than 13%

30 September
2008

RO’000
369,455
26,110
229,004
32,693

3,636
660,898

30 September
2007
RO’000
92,292
199,526
219,217
42,239
17,297
570,571
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31 December
2007
RO’000
107,949
254,291
223,222
40,794
13,213
639,469

The contractual maturity of net loans and advahesgd on period remaining to maturity are as fadtow
30 September

2008

RO’000

0-6 months 168,522
6-12 months 31,139
1-3 years 84,913
3-5 years 94,757
More than 5 years 217,594
596,925

9. Provision for loan impairment and reserved inteest

30 September
2007
RO’000
112,915
23,445
90,821
94,496
169,124
490,801

31 December
2007
RO’000
113,401
23,389
97,465
90,074
235,605
559,934

The Central Bank of Oman (CBO) requires provisionlban impairment to be made on the basis of tghdn of
provision as per International Accounting Stand4tds) 39 - Financial Instruments: Recognition afidasurement
and as per CBO norms on a portfolio basis on tmepesforming loans.

The Central Bank of Oman also requires as perleir&M 977 a general loan loss provision to covgrexted losses,
whereas IFRS requires collective impairment basednourred losses. As per BM 977, the financiatestents
include a general provision of RO 6.6 million whishbased on an expected loan loss provisioningetndelveloped
and certified by Mercer Oliver Wyman, a leadingemmational firm on financial services strategy ansk

management consultancy. The collective impairmeavipion as required under IAS 39 based on an meculoss
model developed by the same consultant amount©ta.R million.

The movement on provision for loan impairment tog hine months period ended on 30 September 20&&aiysed

in the table below:

Balance at 1 January 2008
Currency translation effect on opening balance
Provided during the period
Released during the period:

Due to recoveries

Due to write back
Moved to memorandum during the period
Balance at 30 September 2008
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Specific
Provision
RO’'000
30,221
(97)
1,296

(3,441)
(1,152)
(1,911)
24,916

General
Provision
RO’000
5,992
(7)
621

6.606

Total
Provision
RO’'000
36,213
(104)
1,917

(3,441)
(1,152)
(1,911)
31,522
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NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008

9. Provision for loan impairment and reserved inteest (continued)

The movement on provision for loan impairment tog hine months period ended on 30 September 20&Talgsed
in the table below:

Specific General Total

Provision Provision Provision

RO’000 RO’000 RO’000
Balance at 1 January 2007 33,201 5,719 38,920
Currency translation effect on opening balance 273 Q) 272
Provided during the period 2,264 - 2,264

Released during the period:

Due to recoveries (2,768) - (2,768)
Due to write back (753) (317) (1,070)
Moved to memorandum during the period (1) - (1)
Balance at 30 September 2007 32,216 5,401 37,617

The movement on reserved interest for the peri@hédysed as below:
30 September 30 September

2008 2007

RO’000 RO’000

Balance at the beginning of the period 43,322 36,965
Currency translation effect on opening balance (1,083) 1,194
Reserved during the period 4,281 4,970
Transfer to the income statement (1,522) (975)
Moved to memorandum during the period (12,547) (1)
Balance at end of the period 32,451 42,153

Provision for loan impairment and reserved intereptesenti04.41% of gross non-performing loans and advances
less government soft loans at 30 September 20Q8d®ber 2007 : 101.36 %).

At 30 September 2008, loans and advances on whielest has been reserved and/or has not beereda@mounted
to RO 61.3 million (September 2007 - RO 78.7 mil)ioln addition, Government soft loans, amountiogRO 4.7
million, on which the principal is guaranteed arattpof interest serviced by the Government of thdtaBate of
Oman, are impaired. Adequate provision for impammis made for the portion of interest not servided the
customers.

The estimated fair value of loans and advancestismaterially different from the book value of Igaand advances.

10. Deposits
Deposits can be analysed as follows:
30 September 30 September 31December

2008 2007 2007

RO’000 RO’000 RO’000

Current 184,127 192,715 196,705
Savings 318,007 301,470 311,739
Time deposits 157,479 170,423 166,080
Others 82,079 68,402 137,180
741,692 733,010 811,704
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10. Deposits (continued)
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The contractual maturities of deposits based op#nimd remaining to maturity are as follows:

0-6 months
6-12 months
1-3 years
3-5 years

The interest rate bands of deposits are as follows:

0-2%

2-4%

4-6%

6-8%

8-10 %

more than 10%

11. Asset liability mismatch

30 September
2008

RO’000
669,646
49,175

4,445

18,426
741,692

30 September
2008

RO’000
602,541
112,941
23,878

1,127

295

910

741,692

30 September 31December

2007 2007
RO’000 RO’000
659,808 740,297

44,686 48,232
9,788 4,531
18,728 18,644

733,010 811,704

30 September 31December

2007 2007
RO’000 RO’000
448,670 479,915
140,534 170,281
136,620 149,538

5,063 10,509

1,009 293

1,114 1,168

733,010 811,704

The asset liability mismatch based on the remaiperipd to maturity is as follows:

30 September 2008

30 September 2007

Maturities Assets  Liabilities  Mismatch  Assets Liabilities Mismatch
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
0-6 months 479,152 693,176 (214,024) 543,192 722,903 (179,711)
6-12 months 44,093 49,177 (5,084) 34,320 44,686 (10,366)
1-3 years 97,399 66,856 30,543 104,053 9,788 94,265
3-5years 105,099 18,427 86,672 100,569 18,728 81,841
more than 5 years _294,167 192,274 101,893 198,605 184,634 13,971
1,019,910 1,019,910 - 980,739 980,739 -
12. Investment income
Investment income can be analysed as follows:
Nine months Nine months
ended ended
30 September 30 September
2008 2007
RO’000 RO’000
Interest 997 1,444
Dividend 2,377 239
Realised gain 963 -
Unrealised loss _(82) _(92)
4,255 1,591
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13. Investments
Investments can be analysed as follows:
Market Value  Market Value  Book Value Book Value Cost
30 September 30 September 30 September 30 September 30 September
2008 2007 2008 2007 2008
Marketable securities — MSM
Finance 2,382 1,082 2,382 1,082 617
Investment - - - - -
Insurance 706 263 706 263 422
Services 330 206 330 206 64
Industrial 87 91 87 91 146
Government bonds 15,092 23,950 15,207 23,966 13,759
Other bonds 240 233 226 227 222
18,837 25,825 18,938 25,835 15,230
Marketable securities — Foreign by Sector
Government securities 9,918 13,460 10,499 14,039 11,442
Others - - - - -
9,918 13,460 10,499 14,039 11,442
Unquoted and other investments
Unquoted Omani shares 510 260 831
Investment fund units 5,039 5,577 3,110
Unquoted foreign shares 1,298 83 83
Others - - -
6,847 5,920 4,024
Total 36,284 45,794 30,696
13.a. Details of Significantnvestments
Market Book
*Holding *Number of Value Value
% Securities 30 September 30 September
2008 2008 Cost
RO’000 RO’000 RO’000
MSM quoted securities
Government bonds 15,092 15,207 13,759
Others 3,745 3,731 1,471
18,837 18,938 15,230
Foreign listed securities
Government securities 9,918 10,499 11,442
Others - - -
9,918 10,499 11,442
Total quoted securities 28,755 29,437 26,672
Unquoted securities
Oman 5,549 3,941
Others 1,298 83
6,847 4,024
Totals as of 30 September 2008 36,284 30,696

* The Bank does not hold 10% or more of the issughare capital nor holds 10% or more of the reavkalue of the
Bank’s investment portfolio.
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13 Investments (continued)

13.b. Details of classification of investmentgeagiven below:

30 September

2008

RO’000

Held for trading -
Fair value through profit or loss 2,772
Held-to-maturity 20,266
Available-for-sale 13,246
36,284

13.c. The held for trading investments consist of qua@edan Government securities of RO NIL (September

2007 - RO 100,000, December 2007 — RO 100,000).

13.d. Details of investments classified as carrieat fair value through profit or loss are as
follows:
30 September
2008
RO’000
Quoted - Foreign Government securities 2,772

30 September
2007
RO’000
100
4,796
29,833
11,065
45,794

30 September

2007
RO’000
4,796

30 September
2007
RO’000
23,867
5,743
223

13.e.  Details of investments classified as ti¢b-maturity are as follows:
30 September
2008
RO’000
Quoted - Oman Government securities 15,207
Quoted - Foreign Government securities 4,837
Quoted - Other securities, Oman 222
20,266

13.f. Details of available-for-sale investmestare as follows:

30 September

2008
RO’000
Cost of:
Quoted - Foreign Government securities 3,467
Quoted - Equity and other securities:
Oman 1,253
Unquoted investments 4,025
8,745
Revaluation gains/(losses) of:
Quoted - Foreign Government securities (578)
Quoted - Equity and other securities:
Oman 2,256
Unquoted investments 2,823
13,246
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29,833

30 September
2007
RO’000

4,075
983
3,322
8,380
(575)
662

2,598
11,065
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31December
2007
RO’000

100

4,800

21,092
13,458
39,450

31December
2007
RO’'000
4,800

31December
2007
RO’000
15,093
5,780
219
21,092

31December
2007
RO’000

4,107
1,253
3,415
8,775
(581)
1,033

4,231
13,458
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14 Property and equipment

The movement in property and equipment during #réod is as follows

Freehold Leasehold Equipment, Capital

land and property and furniture Motor  Computer work in

buildings improvements and fixtures vehicles equipment progress  Total

RO’000 RO’'000 RO’000 RO'000 RO'000 RO'000 RO’000
Cost / Valuation

1 January 2008 32,898 2,586 6,848 852 12,540 23 55,747
Currency translation effect
on opening balances (419) (15) (57) (15) (66) - (572)
Revaluation reserve 45 - - - - - 45
Additions 12 18 162 33 86 - 311
Disposals - - (12) (13) (2) _- (27)
30 September 2008 32,536 2,58¢ 6,941 857 12,558 23 55,504
Depreciation
1 January 2008 4,214 2,509 6,337 685 11,150 - 24,895
Currency translation effect

on opening balances (180) (15) (56) (10) (60) - (321)
Charge for the year 212 24 166 66 381 - 849
Disposals - - (12) (14) (1) _- (27)
30 September 2008 _4,246 2,518 6,435 727 11,470 _- 25,396
Net book value 28,290 71 506 130 1,088 23 30,108
31 December 2007 28,684 77 511 167 1,390 23 30,852

Freehold land owned by the Bank at Khasab was uiedaas of 30 June 2008 by independent professiahadr on
open market basis. The gross carrying amount ofatiet was restated so that the net carrying amofuthie asset after
its revaluation equals its revalued amount, surplugevaluation was credited to revaluation reserve
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15 Related Parties and Holders of 10 %of the Bank's shares

30 September 30 September  31December

2008 2007 2007

RO’000 RO’000 RO’000
Loans and advances 38,989 34,025 62,361
Current, deposit and other accounts 21,439 21,825 17,507
Letters of credit and guarantees 7,683 3,556 4,275
Provision for loans and advances* __888 888 888

Loans and advances amounting to RZ5,000(September 2007: RO 125,000, December 2007: RQDQQAH
included above are secured by cash collateralgrgowent securities and bank guarantees.

* Provision for loans and advances relates to Ofacurities Portfolio Company SAOG, which was placed
into liquidation on 9 January 2001. The provisioaswdisclosed in the related party note in the firgn
statements for the years 2000 and 2002 and appumvie: shareholders annual general meeting held on
April 2001 and 30 April 2003 respectively.

30 September 30 September

2008 2007

RO’000 RO’000

Interest income 2,060 1,406

Interest expense 270 443

Other operating income 32 15
Other operating expenditure:

Advertisement and publicity 43 83

Insurance 197 201

Printing and stationery 70 95

Repairs and maintenance 339 382

Others 303 257

952 1,018

Purchase of property and equipment: 129 196
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15 Related Parties and Holders of 10 % of énBank’s shares (continued)

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

Other Significant
For the period ended Director  directors  shareholder Others Total
30 September 2008 RO’000 RO’000 RO’000 RO’000 RO’000
Loans and advances 9,000 361 7,710 21,918 38,989
Deposits 936 24 8,505 11,974 21,439
Letters of credit, acceptances
and guarantees 32 - 3,289 4,362 7,683
Provision for loans and - - - 888 888
advances
Interest income 223 - 969 868 2,060
Interest expense 4 - 135 131 270
Other operating income - - 4 28 32
Other operating expenditure:

Advertisement and publicity - - 43 - 43
Insurance - - - 197 197
Printing and stationery - 17 37 16 70
Repairs and maintenance - - 75 264 339

Others 5 71 147 80 303

Purchase of property and - _4 89 36 129
equipment

For the period ended

30 September 2007

Loans and advances 2,801 333 13,233 17,658 34,025
Deposits 218 49 12,500 9,058 21,825
Letters of credit, acceptances and

guarantees 32 - 1,071 2,453 3,556
Provision for loans and advances - - - 888 888
Interest income 163 13 298 932 1,406
Interest expense 37 - 221 185 443
Other operating income - - 2 13 15
Other operating expenditure:

Advertisement and publicity - 1 72 10 83
Insurance - - - 201 201
Printing and stationery - 25 42 28 95
Repairs and maintenance - - 161 221 382

Others 5 81 96 75 257

Purchase of property and _ - - 17 179 196

equipment

Details are provided separately above where amaetating to an individual director and/or sign#itt shareholder
and his/her related parties are greater than 5%heoftotal of related party loans and advances. ei®thepresent
transactions with parties related to more thandirextor and/or significant shareholder.

28



Oman International Bank S.A.0.G

Interim report for nine months ended 30 September 2008

NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008

16. Shareholders

All those shareholders of the Bank who own 10% oravof the Bank’s shares, whether in their naméhimugh
a nominee account, and the number of shares tHdyah® as follows:

30 September 30 September 31December
2008 2007 2007

H.E. Dr. Omar Bin Abdul Muniem Al Zawawi 91,965,660 83,605,170 83,605,170

17. Geographical segment information
A geographical analysis of key financial data bgaliion of primary assets as at 30 September 2088 isut below

Consolidation

Oman Others adjustments Total

RO’000 RO’000 RO’000 RO’000
Revenue from customers 43,920 1,142 - 45,062
Internal revenue 94 4 (98) -
Segment result 21,554 (296) - 21,258
Assets 1,011,578 37,742 (29,410) 1,019,910
Liabilities 845,444 23,441 (14,804) 854,081
Capital expenditure 278 33 - 311
Depreciation 762 87 - 849
Provision for loan impairment 1,926 (9) - 1917

A geographical analysis of key financial data bgaliion of primary assets as at 30 September 2084t isut below

Consolidation

Oman Others adjustments Total

RO’000 RO’000 RO’000 RO’000
Revenue from customers 48,843 1,295 - 50,138
Internal revenue 65 9 (74) -
Segment result 19,003 8 - 19,011
Assets 971,111 40,822 (31,194) 980,739
Liabilities 841,665 26,499 (16,855) 851,309
Capital expenditure 363 13 - 376
Depreciation 743 97 - 840
Provision for loan impairment _ 1,758 506 - 2,264

29



Oman International Bank S.A.0.G

Interim report for nine months ended 30 September 2008

NOTES TO THE FINANACIAL STATEMENTS
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2008
18. Business segment information

An analysis of key financial data by business segrae at 30 September 2008 is set out below:

Treasury &
Retail Corporate Investments Common Total
RO’000 RO’000 RO’000 RO000 RO’000

Revenue from customers 19,596 14,127 8,143 3,196 45,062
Assets 209,464 388,241 311,544 110,661 1,019,910
Capital expenditure - - - 311 311

An analysis of key financial data by business sagras at 30 September 2007 is set out below:

Treasury &
Retall Corporate Investments Common Total
RO’000 RO’000 RO’000 RO’000 RO’000
Revenue from customers 19,241 12,952 16,655 1,290 0,138
Assets 214,309 286,817 350,952 128,661 980,739
Capital expenditure - - - 376 376

19 Contingent liabilities, commitments and devatives

(@) Letters of credit, guarantees and other commitm@nts

30 September 30 September 31December

2008 2007 2007

RO’000 RO’000 RO’'000
Letters of credit 41,277 23,023 41,476
Guarantees and performance bonds 177,869 165,788 170,629
219,146 188,811 212,105

Derivatives:

Forward forex contracts — sales 83,605 294,078 178,563
Forward forex contracts — purchases 53,240 89,203 43,595
Interest rate caps 3,573 4,312 4,127
Interest rate swaps 23,243 25,168 25,168
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19. Contingent liabilities, commitments and daévatives (continued)
(b) Currency risk

Currency risk is the risk that the Bank is exposea@s a result of any exchange rate movements.BEin&'s main
functional currency is the Rial Omani. The tregsmranual of the Bank sets out the details of theaiday and
overnight exposures that are continuously monitored

The Bank had the following significant net exposulenominated in foreign currencies as at 30 Sdgem

Forward Net Net Net

exposure  exposure exposure

Assets Liabilities  Purchases Sales 30 30 30
September September  September

2008 2008 2007

FCY’000 FCY’'000 FCY’000 FCY’'000 FCY’000 RO’000 RO’000

US Dollars 680,842 467,731 74,830 180,367 107,574 41,417 51,931
Indian Rupees 1,365,723 1,405,376 29,500 - 10,153 84 985
Others - - - - - 257 1,391
41,758 54,307

(© Contingencies

As at 30 September 2008, there were certain lagtd pending against the Bank, aggregating to RG ifillion
(September 2007: RO 18.80 million, December 2003: B8.4 million). Based on the opinion of the Bankigal
counsel, the Bank’s management believes that hditiais expected to arise from these cases arleitefore does
not consider it necessary to make any provisighigregard.

20. Cash and cash equivalents

30 September 30 September

2008 2007
RO’000 RO’000
Balance sheet items comprise:
Cash and balances with central banks 72,947 112,639
Treasury bills and certificates of deposit 260,000 80,000
Due from other banks 10,422 224,044
Due to banks (96.440) (93,543
246,929 323,141
Adjustment for items maturing after three monttmfrdate of acquisition and
restricted balances (10,964) (209,042
235,965 214,099
Cash and cash equivalents comprise:
Cash and balances with central banks 20,374 17,473
Treasury bills and certificates of deposit 250,000 80,000
Due from other banks 2,487 172,584
Due to banks (36,896) (55,959
235,965 214,099
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21. Exposure to Credit risk
Loans and advances Due from other banks Investments
30 31 30 31 30 31
September  December September December September  December
2008 2007 2008 2007 2008 2007
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Individually impaired 61,269 77,087 - - - -
Allowance for impairment (57,369) (73,543) - - - -
Carrying amount 3,900 3,544 - - - -
Past due and not impaired 40,504 23,569 - - - -
Neither past due nor impaired 552,521 532,821 10,422 118,711 36,284 39,450
Total carrying amount 596,925 559,934 10,422 118,711 36,284 39,450

22.

The Shareholders at the Annual General meeting trel81 March, 2008 approved a cash dividend of RQ®per
share of Ro 1 each amounting to RO 17.435 millind a stock dividend of 10% equal to 8,302,338 shafeRo 1
each for the year 2007 (2006 : cash dividend of RZ10 per share amounting to RO 15.850 million atmtk
dividend of 10% equal to 7,547,580 shares). Thawnéial statements reflect these dividends, wihiakie been
accounted for in shareholders’ equity as an appbpn of retained earnings for the period ende&8ptember 2008.

Dividend per share

23.

Details of capital adequacy, calculated in accocdawith the norms prescribed by the Bank for Irdéonal
Settlements, are given below:

Capital adequacy ratio

30 September 30 September 31 December

2008 2007 2007

RO’000 RO’000 RO’000
Tier | and tier Il capital 125,119 113,000 124,906
Risk-weighted assets 823,076 739,900 804,123
Capital adequacy ratio % 15.20 15.27 15.53
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