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Oman International Bank S.A.0.G
Interim condensed financial statements for the six months period ended 30 June 2011

Board of Directors’ Report on the Six months result s (Unaudited)
For the period ended June 30, 2011

Dear Shareholders,

On behalf of the Board of Directors of Oman International Bank SAOG, it gives me pleasure
to present a brief summary of the activities of the Bank and its performance for the six
months ended 30" June, 2011.

The interest income increased to RO. 18.036 Mio as compared to RO.17.934 Mio for the
corresponding period last year. The interest expenses were reduced to RO. 2.937 Mio as
against RO. 3.283 Mio for the same period last year. Other operating income increased to
RO. 5.988 Mio from RO. 5.216 Mio for the comparable period of last year. This was on
account of a good dividend received for the first time from Investment Stabilization Fund —
Oman. Thus the total operating income of RO. 21.087 Mio was higher than the same period
of last year’s level of RO. 19.867.

The other operating expenditure was higher at RO. 11.692 Mio, an increase of 19.7%,
mainly on account of staff costs to improve Human resources of the Bank, improvements in
the network to the branches, and the advertisement and publicity costs.

The provision for loan impairment came down to RO. 1.768 Mio from last year’s level of RO.
2.255 Mio. This speaks highly of the sound Risk Management Policies of the Bank.

Recoveries were lower than last year at RO. 1.768 Mio as compared to RO.2.612 Mio for
the corresponding period last year as the bank had a major recovery of a bad loan last year.

As a result of higher operating expenditure as explained above, the net profit was RO. 8.376
Mio for the first six months of the year as compared to RO. 9.255 Mio for the corresponding
period of last year.

The gross loans increased by 4.4% to RO. 703.724 Mio from RO. 673.917 Mio as at 30"
June 2010. Non-funded business in terms of outstanding letters of credit and guarantees
stood at RO 311.945 Mio as compared to RO 274.998 Mio at the end of June last year.



The bank has committed to a long term loan of RO. 75 Million to partially finance 10 Very
Large Crude Carriers starting from August 2011.

Total deposits stood at RO. 793.653 Mio as at 30" June, 2011 compared to RO. 734.537
Mio as at 30" June, 2010; an increase of 8%.

The bank maintains one of the strongest liquidity positions in the banking sector in the
Sultanate.

The share capital of the bank stands at RO. 96.805 Mio, an increase of RO. 5.48 Mio as a
result of the stock dividend of 6% approved by the share holders at the extraordinary
general meeting held in April, 2011.

The net asset per share is 167 baiza, as compared to 165 baiza at the end of June last
year. The Capital Adequacy Ratio stands at 15.36 % compared to 15.23% a year ago.

As regards our international operations, the India operations have reported a profit while the
Pakistan operations, continue to be closely monitored to improve results.

In closing this address, on behalf of the Board of Directors, | would like to express our
appreciation and thanks to all our customers, correspondent banks, staff and management
whose commitment to the Bank is appreciated, as well as to the Central Bank of Oman and
their counterparts overseas for their support and guidance.

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

Dr. Juma Ali Juma Al Juma
Chairman of the Board
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REPORT ON REVIEW OF INTERIM CONDENSED FINANCIAL STATEMENTS TO THE
BOARD OF DIRECTORS OF OMAN INTERNATIONAL BANK SAOG

Introduction

We have reviewed the accompanying interim condensed financial statements of Oman International
Bank SAOG (“the Bank™) as at 30 June 2011 comprising of the interim condensed statement of financial
position as at 30 June 2011 and the related interim condensed statement of comprehensive income,
interim condensed statement of changes in equity and interim condensed statement of cash flows for the
six months period then ended and explanatory information. Management is responsible for the
preparation and presentation of these interim condensed financial statements in accordance with
International Accounting Standard IAS 34 Interim Financial Reporting (“IAS 34”) and the requirements
set out in the Rules for Disclosure and Proforma issued by the Capital Market Authority of the Sultanate
of Oman. Our responsibility is to express a conclusion on these interim condensed financial statements
based on our review. The Bank’s interim condensed financial statements for the six months period ended
30 June 2010, and the financial statements as of 31 December 2010 were reviewed / audited by another
auditor, whose reports dated 28 July 2010 and 30 January 2011 respectively expressed unmodified
conclusion/ opinion.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A
review of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed financial statements are not prepared, in all material respects, in accordance with IAS
34 and the minimum disclosure requirements of the Capital Market Authority of the Sultanate of Oman.
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Oman International Bank S.A.0.G

Interim condensed financial statements for the six months period ended 30 June 2011

Summary of Unaudited Results

Loans and advances net of provision and reservedtarest

Deposits
Networth

Net assets per share

Net interest income

Net profit for the period

Basic earnings per share for the period
Basic earnings per share (annualised)

Capital adequacy ratio %

30 June
2011
RO’000
622,879
793,653
161,432
RO 0.167

Six months ended
30 June

2011

RO'000

15,099
8,376

RO 0.008
RO 0.017

15.36

30 June
2010
RO’000
599,703
734,537
159,614
RO 0.165

Six months ended

30 June

2010

RO'000

14,651

9,225

RO 0.009

RO 0.019

15.23



Oman International Bank S.A.0.G

Interim condensed financial statements for the six months period ended 30 June 2011

Unaudited interim condensed statement of compreheng income for the six

months period ended 30 June 2011

Quarter Quarter  Six months
ended ended ended
30 June 30 June 30 June
2011 2010 2011
Notes RO'000 RO'000 RO'000
Interest income 9,038 8,882 18,036
Interest expense (1,456) (1,722) (2,937)
Net interest income 7,582 7,160 15,099
Other operating income 5 2,605 2,486 5,988
Total income 10,187 9,646 21,087
Other operating expenditure 5 (6,258) (5,071) (11,692)
Operating profit before provisions and recoveries 3,929 4,575 9,395
Provision for loan impairment (417) (1,778) (1,768)
Impact of recoveries / write back 6 935 1,257 1,728
Profit before tax 4,447 4,054 9,355
Taxation 507 485 979
Net profit for the period 3,940 3,569 8,376
Other comprehensive (expense) income
Net movement in fair value of available-for-sale
investments (672) (1,530) (2,341)
Effect of currency translation an (35) (7
Other comprehensive expense for the period 683 (1,565) (2,348)
Total comprehensive income for the period 3,257 2,004 6,028

The attached notes 1 to 22 form part of these utelithterim condensed financial statements.

Six months
ended

30 June
2010
RO'000

17,934

(3,283)
14,651



Oman International Bank S.A.0.G

Interim condensed financial statements for the six months period ended 30 June 2011

Unaudited interim condensed statement of financigbosition at 30 June 2011

Audited
30 June 30 June 31 December
2011 2010 2010
Notes RO’000 RO’000 RO’000
Assets
Cash and balances with central banks 113,173 96,911 127,458
Treasury bills and certificates of deposits 150,000 194,147 139,192
Due from other banks 45,462 18,208 82,052
Loans and advances:
Due from related parties 15 43,218 39,870 44,391
Other loans and advances 660,506 634,047 672,445
Loans and advances (gross) 8 703,724 673,917 716,836
Provision for impairment and reserved
interest 9 (80,845) (74,214) (77,730)
Loans and advances (net) 622,879 599,703 639,106
Investments 13 30,181 30,270 31,730
Other assets 127,356 92,073 105,322
Property and equipment 14 30,945 30,008 30,747
Total assets 1,119,996 1,061,320 1,155,607
Liabilities
Deposits from customers:
Due to related parties 15 37,272 27,188 48,653
Deposits from others 756,381 707,349 748,305
Total deposits 10 793,653 734,537 796,958
Due to banks 36,615 74,005 83,995
Other liabilities 128,296 93,164 105,551
Total liabilities 958,564 901,706 986,504
Shareholders’ funds
Share capital 96,805 91,325 91,325
Non-distributable reserves 56,195 57,242 58,291
Retained earnings 8,432 11,047 19,487
Total shareholders' funds 161,432 159,614 169,103
Total liabilities and shareholders’ funds 1,119,996 1,061,320 1,155,607
Letters of credit and guarantees 18 (a) 311,945 274,998 310,489

The attached notes 1 to 22 form part of these utealithterim condensed financial statements.

The unaudited interim condensed financial statesneate authorised for issue in accordance witls@ugon
of the Board of Directors on 30 July 2011.

Dr. Juma Ali Juma Al Juma
CHAIRMAN



Oman International Bank S.A.0.G

Interim condensed financial statements for the six months period ended 30 June 2011

Unaudited interim condensed statement of changes aquity for the six months period ended 30 June 201

At 1 January 2010

Total comprehensive income for the period
Net profit for the period

Other comprehensive income (expense) for the period
Effect of currency translation
Net movement in fair value of available-for-salegatments

Total other comprehensive expense

Total comprehensive income for the period

Transfer to statutory reserve

Transactions with shareholders, recorded directlyn equity
Dividend paid for 2009

At 30 June 2010

At 1 January 2011

Total comprehensive income for the period
Net profit for the period
Other comprehensive income (expense) for the period
Effect of currency translation
Net movement in fair value of available-for-salegatments
Total other comprehensive expense
Total comprehensive income for the period
Transfer to statutory reserve
Transactions with shareholders, recorded directlyn equity
Dividend paid for 2010
Stock dividend issued for 2010
At 30 June 2011

The attached notes 1 to 22 form part of these utelithterim condensed financial statements.

Share Legal Statutory

capital reserve reserve

RO’000 RO’000 RO’000
91,325 30,442 694

- - )

- _- (1)

- - (1)

- - 182
91,325 30,44 875
91,325 30,442 912

: : )
— - @
— - 4

- - 247
5,480 — -
96,805 30,442 1155

Investment

revaluation
reserve
RO’000

4,544

Asset
revaluation Retained
reserve profits Total
RO’000 RO’000 RO’000
22,109 22,065 171,179
- 9,225 9,225
- 31 31
- - (729)
- 31 698
- 9,256 8,527
- (182) -
- (20,092) (20,092)
22,10 11,047 159,614
22,214 19,487 169,103
- 8,376 8,376
- (5) (7)
- - 2,341
- (5) (2,348)
- 8,371 6,028
- (247) -
- (599) (13,699)
- (5,480) -
22,214 _8.432 161432



Oman International Bank S.A.0.G

Interim condensed financial statements for the six months period ended 30 June 2011

Unaudited interim condensed statement of cash flowfr the six months

period ended 30 June 2011

Six months
ended
30 June
2011
RO'000
Operating activities
Profit before taxation 9,355
Adjustments for:
Depreciation 495
Provision for loan impairment (net of recoveriestevback) 40
Interest/dividend on investments (1,590)
Unrealised forward foreign currency gains -
Profit on disposal of property and equipment -
Profit on sale on investments -
Operating profit before changes in operating assetsnd liabilities 8,300
Changes in operating assets (2,257)
Changes in operating liabilities (34,059)
Cash generated from operations (28,016)
Income taxes paid (2,335)
Net cash (used in) from operating activities (30,39
Investing activities
Purchase of property and equipment (698)
Proceeds from sale of property and equipment -
Purchase of investments (875)
Proceeds from maturities / sale of investments -
Interest and dividend received from investments 1,771
Effect of currency translation 33
Net cash from investing activities 231
Financing activity
Dividend paid (13,699)
Net change in cash and cash equivalents (43,819)
Cash and cash equivalents at beginning of period 242,704
Cash and cash equivalents at end of peridghote 19) 198,885

Six months
ended

30 June
2010
RO'000

10,460

522
(357)
(567)
(333)

(5)
__(46)
9,674
(25,137)
43,085
27,622

(3.384)
24,238

(448)

(258)

137
1,211
_ 54
_701

(20,092)

4,847
211,728
216,575

The attached notes 1 to 22 form part of these utezlithterim condensed financial statements.



Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

1 Legal status and principal activities

Oman International Bank SAOG (the Bank) is an Omjaimt stock company, which was incorporated on
1 January 1979, operating as a commercial bankigfwa network of branches in the Sultanate of Orratha and
Pakistan. The registered address of the head dffidtke Bank is P.O. Box 1727, CPO Seeb, PostaleCddL,
Sultanate of Oman. The Bank has its shares ligtdduscat Securities Market.

2 Summary of significant accounting policies

The principal accounting policies applied in thegaration of these interim condensed financiabsiants are set
out below. These policies have been consistenthjieghto all the periods presented, unless otherstated.

2.1 Basis of preparation

The interim condensed unaudited financial statesnemé prepared in accordane&h International Financial
Reporting Standard (IFRS) and the requirement®ogein the Rules for Disclosure and Proforma issbgdhe
Capital Market Authority, the Commercial CompanylLaf the Sultanate of Oman and the applicable egtmuis
of the Central Bank of Oman. The accounting pdiciesed in the preparation of interim condensednéirz
statements are consistent with those used in #yeapation of the annual financial statements ferytbar ended 31
December 2010, the prior year. The annual finarsteEtements are prepared under the historicalcosstention as
modified to include the revaluation of land, avbli&for-sale investment securities and all derxatnstruments.

Since these are interim condensed financial statesnthey do not contained all information and idisares for the
full financial statement prepared in accordancén WHRS and should be read in conjunction with tla@iBs annual
financial statement as at 31 December 2010.

Functional and presentation currency

The interim condensed financial statements have peepared in Rials Omani which is the functionairency of
the primary economic environment in which the Bapkrates.

2.2 Foreign currencies

221  Functional and presentation currency

Items included in the interim condensed financtatesments of the Bank are measured using the ayrehthe
primary economic environment in which the Bank apes (the functional currency). The financial staats are
presented in Rial Omani, which is the functionalrency of the primary economic environment in whibh Bank
operates.

2.2.2  Transactions and balances

Foreign currency transactions are translated imoftinctional currency using the exchange rategaiiineg at the
dates of the transactions. Foreign exchange gaiddosses resulting from the settlement of suchstations and
from the translation at year-end exchange rateaafetary assets and liabilities denominated inigoreurrencies
are recognised in the statement of comprehensoaria. Translation differences on non-monetary stesnch as
equities held at fair value through profit or losse reported as part of the fair value gain os.lo3ranslation
differences on non-monetary items classified asilaha-for-sale financial assets are included ie thther
comprehensive income.

10



Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

2. Summary of significant accounting policies (cdimued)

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

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

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

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

2.3 Financial assets

The Bank classifies its financial assets in théofeing categories: financial assets at fair valwetgh profit or
loss; loans and receivables; held-to-maturity itwests; and available-for-sale financial assetsnadg@ment
determines the classification of its financial &ss¢ initial recognition.

2.3.1 Financial assets at fair value through profit or loss

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

A financial asset is classified as held for tradini¢yis acquired or incurred principally for thmurpose of selling or
repurchasing in the near term or if it is part opatfolio of identified financial instruments thate managed
together and for which there is evidence of a reeetual pattern of short-term profit-taking. Detives are also
categorised as financial assets at fair value tiirqarofit or loss unless they are designated agihgdnstruments.

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 derivativese
treated as financial assets at fair value througfitpr loss and the underlying financial instrume were
carried at amortised cost;

e certain investments, that are managed and evaloatedfair value basis in accordance with a docueakn
risk management or investment strategy and repddekey management personnel on that basis are
designated at fair value through profit or lossj an

< financial instruments, containing one or more endeedderivatives significantly modify the cash flows
are designated at fair value through profit or loss

Gains and losses arising from changes in the faiuev of derivatives that are managed in conjunctigth
designated financial assets or financial liab#iteee included in ‘other operating income’.

2.3.2 Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahateuoted in
an active market, other than: (a) those that thekBatends to sell immediately or in the short-temahich are
classified as held for trading, and those thatBhek upon initial recognition designates as at Vailue through
profit or loss; (b) those that the Bank upon ihitecognition designates as available-for-saldcpthose for which
the Bank may not recover substantially all ofiitsial investment, other than because of crediedetation.

11



Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

2. Summary of significant accounting policies (cdimued)

2.3 Financial assets (continued)
2.3.3 Held-to-maturity financial assets

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

2.3.4 Available-for-sale financial assets

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

2.3.5 Initial and subsequent measurement

Regular-way purchases and sales of financial asgetfair value through profit or loss, held-to-nvétt and
available- for-sale are recognised on trade-dagedate on which the Bank commits to purchaselbtheeasset.

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 inlffaecognised at fair
value, and transaction costs are expensed in #wenstnt of comprehensive income. Financial assets
derecognised when the rights to receive cash floers the financial assets have expired or whereBaek has
transferred substantially all risks and rewardowhership. Financial liabilities are derecogniseldew they are
extinguished — that is, when the obligation is déged, cancelled or expires.

Available-for-sale financial assets and financedets at fair value through profit or loss are eghently carried at
fair value. Loans and receivables and held-to-nitgtimvestments are carried at amortised cost utiegeffective

interest method. Gains and losses arising fromgdsin the fair value of the financial assets atvalue through

profit or loss category are included in the statetmad comprehensive income in the period in whicbyt arise.

Gains and losses arising from changes in the firevof available-for-sale financial assets ar@gacsed in other
comprehensive income, until the financial asseteiecognised or impaired. At this time, the cunaagain or

loss previously recognised in other comprehensigerne is recognised in profit or loss.

The fair values of quoted investments in activekatr are based on current bid prices. If thereiagtive market
for a financial asset, the Bank establishes faluesaising valuation techniques. These include t#e af recent
arm’s length transactions, discounted cash flowlyaig option pricing models and other valuatiooht@ques
commonly used by market participants.

2.3.6  Fair value hierarchy

The Bank measures fair values using the followisig ¥alue hierarchy that reflects the significaméehe inputs
used in making the measurements:

Level 1: Quoted market price (unadjusted) in anivaanarket for an identical instrument. Fair valaédinancial
assets and financial liabilities that are tradedgdtive markets are based on quoted market priceleaer price
quotations.

12



Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

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

Level 2: Valuation techniques based on observaigats, either directly (i.e., as prices) or indike¢i.e., derived
from prices). This category includes instrumentiki®d using: quoted market prices in active marketssimilar
instruments; quoted prices for identical or similastruments in markets that are considered less #ttive; or
other valuation techniques where all significampits are directly or indirectly observable from kedrdata.

Level 3: Valuation techniques using significant biservable inputs. This category included all inseats where
the valuation technique includes inputs not basedhliservable data and the unobservable inputs daignificant
effect on the instrument’s valuation. This categmgiudes instrument that are valued based on duotiees for
similar instruments where significant unobservaddigustments or assumptions are required to refléfetrences
between the instruments.

The Bank uses widely recognized valuation modetsditermining the fair value of common and morepém
financial instruments, like interest rate swaps &rward foreign exchange contract that use ordgeovable
market data and require little management judgraedtestimation. Observable prices and model ingnetsisually
available in the market for listed debt and eqgségurities, exchange traded derivatives and sioyde the counter
derivatives like interest rate swaps.

2.4 Derivative financial instruments

Derivatives are initially recognised at fair valae the date on which a derivative contract is emténto and are
subsequently re-measured at their fair value. ¥alires are obtained from quoted market prices iivenarkets,
including recent market transactions, and valuatémmniques, including discounted cash flow modeid options
pricing models, as appropriate. All derivatives aegried as assets when fair value is positive andiabilities
when fair value is negative.

2.5 Offsetting

Financial assets and liabilities are offset andnsieEamount reported in the interim condensed rstate of financial
position when there is a legally enforceable righbffset the recognised amounts and there istantion to settle
on a net basis, or realise the asset and settl@Htilty simultaneously.

2.6 Cash and cash equivalents

For the purposes of the interim condensed cash fitatement, cash and cash equivalents compriseardf b
balances with less than three months’ maturity frim@ date of acquisition, including cash and natrieted
balances with central banks, treasury bills anctro#tigible bills, amounts due from other banks ahdrt-term
government securities, net of amounts due to dtheks.

2.7 Treasury bills

Treasury bills are classified as held for tradimge loans and receivables. Treasury bills acqdoedenerating a
profit from short-term fluctuations in price or dergs margin are classified as held for trading atiter treasury
bills are classified as loans and receivables. strgabills held for trading are stated at their failue based on
quoted market prices or amounts derived from chsi models. Unrealised gains and losses arising ftbanges
in the fair value of treasury bills classified aslchfor trading are recognised in the statementavhprehensive
income as they arise. Treasury bills classifietbaas and receivables are stated at their amortissid

13



Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

2. Summary of significant accounting policies (cdimued)
2.8 Due from banks and money market placements

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

2.9 Property and equipment

All property and equipment except freehold land stated at historical cost less depreciation. Hiistb cost

includes expenditure that is directly attributabdethe acquisition of the items. Revaluation ofefreld land is

carried out every three years on an open markeeviaésis by an independent professional valuer.shigtiuses
arising on revaluation are credited to a revaluatieserve, except that a revaluation increase degrézed as
income to the extent that it reverses a revaluataxrease of the same asset previously recognizad expense. A
decrease as a result of a revaluation is recogmrigeth expense, except that it is charged diragtynst any related
revaluation surplus to the extent that the decrem®s not exceed the amount held in the revaluaioplus in

respect of that asset. On disposal the relatedluation surplus is transferred directly to retdirearnings.

Transfers from revaluation surplus to retained iegare not made through statement of compreheirsbome.

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

Land is not depreciated. Depreciation is calcula@és to write off the cost of property and equptmother than
freehold land, less their estimated residual valoesa straight-line basis over the estimated udefess of the
assets concerned. Capital work-in-progress islapteciated until the assets are ready for usepfiheipal lives
adopted for this purpose are:

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

Leased property is amortised over 20 years ohafter, the period of the lease. Improvements &gdd property
are amortised over five years.

The assets’ residual values and useful lives ariewed, and adjusted if appropriate, at each regpdate. Assets
that are subject to amortisation are reviewed rfgrdirment whenever events or changes in circumsgimdicate
that the carrying amount may not be recoverableasgset’s carrying amount is written down immediatel its
recoverable amount if the asset’s carrying amosigréater than its estimated recoverable amoumt rédtoverable
amount is the higher of the asset’s fair value tests to sell and value in use.

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

14



Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

2. Summary of significant accounting policies (cdimued)

2.10  Sale and purchase agreement

Securities sold subject to linked repurchase agee¢sn(repos’) are retained in the financial statam as
investment securities and the counter party lighisi included in amounts due to banks. Securfiigshased under
agreements to resell (‘reverse repos') are recoadedue from other banks. The difference betweés aad
repurchase price is treated as interest and acovedthe life of the repo agreement using thecéffe yield
method.

2.11 Impairment of assets
2111 Assetscarried at amortised cost

The Bank assesses at each reporting date whethier ith objective evidence that a financial assegiroup of

financial assets is impaired. A financial assea@roup of financial assets is impaired and impairt losses are
incurred if, and only if, there is objective evidenof impairment as a result of one or more evdrds occurred
after the initial recognition of the asset (a ‘l@s®&nt’) and that loss event (or events) has amétngn the estimated
future cash flows of the financial asset or grotifirmncial assets that can be reliably estimated.

The Bank first assesses whether objective evidefdmpairment exists individually for financial ats that are
individually significant, and individually or coli¢ively for financial assets that are not indivilpaignificant. If
the Bank determines that no objective evidencengfairment exists for an individually assessed fai@nasset,
whether significant or not, it includes the asseigroup of financial assets with similar cre@krcharacteristics
and collectively assesses them for impairment. efssthat are individually assessed for impairmeat far which
an impairment loss is or continues to be recognésechot included in a collective assessment ofimpent.

If there is objective evidence that an impairmerssion loans and receivables carried at amortissdhas been
incurred, the amount of the loss is measured aslifference between the asset’s carrying amountth@egresent
value of estimated future cash flows (excludingifatcredit losses that have not been incurredpdiged at the
financial asset’s original effective interest rate.

2.11.2 Assetscarried at fair value

The Bank assesses at each statement reportingvlateer there is objective evidence that a findresaet or a
group of financial assets is impaired. In the aafsequity investments classified as availabledale, a significant
or prolonged decline in the fair value of the séguvelow its cost is considered in determining tiee the assets
are impaired. If any such evidence exists for labée-for-sale financial assets, the cumulatives lesmeasured as
the difference between the acquisition cost andtieent fair value, less any impairment loss @t fimancial asset
previously recognised in profit or loss — is remibvieom other comprehensive income and recognisethén
statement of comprehensive income. Impairmeneksscognised in the statement of comprehensi@ariacn
equity instruments are not reversed through thtersient of income. If, in a subsequent periodhandase of debt
instrument classified as available for sale, thevalue increases and the increase can be obgictiglated to an
event occurring after the impairment loss was ras®agl in the statement of comprehensive incomentbairment
loss is reversed through the statement of compsf®imcome.
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Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

2. Summary of significant accounting policies (contined)

2.11 Impairment of assets (continued)
2.11.3 Assetscarried at fair value (continued)

Impairment of non-financial assets

Assets that have an indefinite useful life are subject to amortisation and are tested annuallyiffirairment.

Assets that are subject to amortisation are redefwe impairment whenever events or changes inupistances
indicate that the carrying amount may not be rehle. An impairment loss is recognized for the antdoy which

the asset’s carrying amount exceeds its recovemhtaunt. The recoverable amount is the higher diisset’s fair

value less costs to sell and value in use. Foptiposes of assessing impairment, assets are gratghe lowest
levels for which there are separately identifiatdsh flows (cash-generating units). Non-financgseds other than
goodwill that suffered impairment are reviewedgossible reversal of the impairment at each reppdate.

2.12 Borrowings

Borrowings are recognised initially at fair valuetrof transaction costs incurred. Borrowings aressguently
stated at amortised cost; any difference betweeceads net of transaction costs and the redemptre is
recognised in the statement of comprehensive inamree the period of the borrowings using the effecinterest
method.

2.13 Deposits

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

2.14 End of service benefits and leave entitlement

End of service benefits are accrued in accordaritie thve terms of employment of the Bank's employaethe
reporting date, having regard to the requiremehtth® relevant labour laws of the countries in whibe Bank
operates. Employee entitlements to annual leagemmognised when they accrue to employees and@nah is
made for the estimated liability for annual leaweaaresult of services rendered by employees upetgeporting
date.

Contributions to a defined contribution retiremefdn for Omani employees in accordance with the Q@rS8acial
Insurance Scheme are recognised as an expensestatament of comprehensive income.

2.15 Provisions
Provisions for legal claims are recognised whea:Bank has a present legal or constructive obtigadis a result

of past events; it is more likely than not thatoamflow of resources will be required to settle didigation; and the
amount has been reliably estimated.
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Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

2 Summary of significant accounting policies (contiued)

2.16 Interest income and interest expense

Interest income and expense for all interest-bgafimancial instruments, except for those clasgiféees held for
trading or designated at fair value through profitloss, are recognised within ‘interest incomed dinterest
expense’ in the statement of comprehensive incaimgyuhe effective interest method.

The effective interest method is a method of caliog the amortised cost of a financial asset fomancial liability
and of allocating the interest income or interegtemse over the relevant period. The effectiverésterate is the
rate that exactly discounts estimated future casments or receipts through the expected life ef fthancial
instrument or, when appropriate, a shorter permdhe net carrying amount of the financial assefimancial
liability. When calculating the effective interesite, the Bank estimates cash flows consideringatitractual
terms of the financial instrument but does not @wersfuture credit losses. The calculation includid$ees paid or
received between parties to the contract that aratagral part of the effective interest ratensaction costs and
all other premiums or discounts.

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

2.17 Fee and commission income

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

2.18 Dividend income

Dividends are recognised in the statement of cohgsive income once notice of entitlement is resxztiv

2.19 Taxation

Income tax on the profit or loss for the year cosgs current and deferred tax. Income tax is neiseg in the
statement of comprehensive income except to thenexhat it relates to items recognised directleduity or in
other comprehensive income.

Provision for Oman taxation has been made on tlsés i the rates applicable to an Omani Public tJ8tock
company. Taxation on the overseas operations i@ded on the basis of the relevant taxation lawthefcountries
in which the Bank operates.

Deferred income tax is provided in full, on tempgralifferences between the carrying amounts of tasaed
liabilities for financial reporting purposes ane thmounts used for taxation purposes (the tax base) amount of
deferred tax provided is based on the expected enaofrrealisation or settlement of the carrying amoof assets
and liabilities, using tax rates enacted or sulistaly enacted at the statement of financial positdate. The
principal temporary differences arise from depréaraof property and equipment, provisions, taxskss carried
forward and unrealised gains or losses on invessnen

A deferred tax asset is recognised only to thergxteat it is probable that future taxable profitdl be available

against which the asset can be utilised. Defdardssets are reduced to the extent that it ismger probable that
the related tax benefit will be realised.
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Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

2. Summary of significant accounting policies (continad)

2.20 Operating segment reporting

An operating segment is a component of the Bank ¢hgages in business activities from which it nesyn
revenues and incur expenses, including revenuesgpeinses that relate to transactions with anynefBank’s
other components, whose operating results arewedeegularly by the Business Committee to makesimts
about resources allocated to the segment and dtsgessformance, and for which discrete finanaiédrmation is
available. Segment results that are reported toBiliness Committee include items directly attrile to a
segment as well as those that can be allocatedreasanable basis. Unallocated items comprise ynaoriporate
assets (primarily the Bank’s headquarters), heficeoéxpenses, and income tax assets and liabilitie

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

2.21 Fiduciary activities

Assets and income arising thereon together wititedl undertakings to return such assets to cussoanerexcluded
from these interim condensed financial statemertsrg/the Bank acts in a fiduciary capacity sucmamsinee,
trustee or agent.

2.22 Critical accounting estimates and judgments

The key assumptions concerning the future and dnesources of estimating uncertainty at the réppdate, that
have a significant risk of causing a material amjent to the carrying amounts of assets and ltagsliwithin the
next financial reporting period are discussed below

2.23.1 Impairment losses on loans and advances

The Bank reviews its non performing loans and adgamat each statement of financial position datastess
whether a provision for impairment should be reedrdn the statement of income. In particular, aerable

judgement by management is required in the esimadf the amount and timing of future cash flowsewh
determining the level of provisions required. Swsimates are necessarily based on assumptions séweral
factors involving varying degrees of judgment amttartainty and actual results may differ resultingfuture

changes to such provisions.

2.23.2 Collective impairment provisions on loans and advances

In addition to specific provisions against individly significant loans and advances, the Bank atwkes a
collective impairment provision against loans addamces which, although not specifically identifeirequiring a
specific provision, have a greater risk of defaliétn when originally granted. This collective pign is based on
any deterioration in the internal grade of the Isarte it was granted. The amount of the provissopased on the
historical loss pattern for loans within each gradd is adjusted to reflect current economic change

2.23 Acceptance

Acceptances are disclosed on the interim condessatment of financial position under other asseith
corresponding liability disclosed under other lidigis.
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

2. Summary of significant accounting policies (comued)

2.24 Director’'s remuneration

The Directors’ remuneration is governed as sefrothe Memorandum of Association of the Bank, tlwm@hercial
Companies Law and the Capital Market Authority.

The Annual General Meeting approve the remuneradios the sitting fees for the Board Directors atsdsub-
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 widdinds to the shareholders provided that suchdlea$ not exceed
RO 200,000. The sitting fee for each director dugtsexceed RO 10,000 in one year.

2.25 Dividend distribution

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

2.26 New standard and interpretations not yet adopted

A number of new standards, amendments to standadisnterpretations are not yet effective for tieeigd ended
30 June 2011, and have not been applied in prepthese financial statements. None of these wileten effect
on the financial statements of the Bank, with tlxeeption of IFRS 9 Financial Instruments, publisted 12

November 2010 as part of phase | of the IASB’s cahensive project to replace IAS 39, deals witlssifecation

and measurement of financial assets. The requirtsnanthis standard represent a significant chaingen the

existing requirements in IAS 39 in respect of ficiah assets. The standard contains two primary umeasent
categories for financial assets: amortised costfaindvalue. The standard eliminates the existitg B9 categories
of held to maturity, available for sale and loand aeceivables.

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

3. Interest income

Interest bearing assets earned interest at anlbgeraalised rate 08.94 % for the six months period ended 30
June 2011 (June 2010: 3.86 %).

4, Interest expense

For the six months period ended 30 June 2011 wheage overall annualised cost of funds @a& % (June 2010:
0.81 %).
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

Analysis of other operating income and expenditure

Other operating income

Fee and commission income

Exchange gain

Realised gains/(losses) on 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

6. Loans recoveries and write back

Impairment written back
Reserved interest released
Written-off loans recovered

7 Basic earnings per share

Six months
ended

30 June
2011
RO’000

3,401
665

1,182

740
5,988

6,540
1,001
495

878
623
694
1,461
11,692

Six months
ended

30 June
2011
RO’000

1,225

467
__36
1728

Six months
ended
30 June

2010
RO’000

3,018
804
46
146

535
368
608
1,292
9.764

Six months
ended

30 June
2010
RO’000

1,225
1,147
_ 240
2,612

Basic earnings per share are calculated by divitliegprofit attributable to the shareholders, begingfit for the

period, by the weighted average number of sharesire, as follows:

30 June

2011

Weighted average number of shares in issue (‘000) 968,053
Net profit for the period (RO’000) 8,376
Basic earnings per share — annualised (RO) 0.017

30 June
2010

968,053

9,225
0.019

31 December
2010

968,053

17,585
0.018

On 28 April 2011, the shareholders in their ordyngeneral meeting approved the increase of the paidhare
capital of the Bank, by way of a bonus issue, fie@ 91,325,718 to RO 96,805,261. As a result, thebar of

shares has increased to 968,052,611 shares of RO 8ach.

20



8.

Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

Loans and advances

Loans and advances can be analysed as follows:

Overdrafts

Loans

Bills discounted / purchased
Gross loans and advances
Provision for loan impairment
Reserved interest

Net loans and advances

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

The interest rate bands of gross loans and advameess follows:

Personal and consumer loans

Import trade

Construction

Financial institutions

Manufacturing

Wholesale and retail trade

Export trade

Electricity, gas, water,
transportation and communication

Services

Mining and quarrying

Others

0-5%

5-7%

7-10%

10-13%

more than 13%
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30 June 30 June 31 December
2011 2010 2010
RO’000 RO’000 RO’000
84,337 72,279 74,719
614,313 595,549 636,578
5,074 6,089 5,539
703,724 673,917 716,836
(33,114) (32,471) (33,063)
(47,731) (41,743) (44,667)
622,879 599,703 639,106
30 June 30 June 31 December
2011 2010 2010
RO’000 RO’000 RO’000
285,695 261,120 271,139
26,010 18,308 33,849
19,200 29,794 31,875
32,810 25,390 33,557
91,445 95,466 94,624
16,389 18,749 21,518
1,168 963 1,090
61,327 58,182 57,225
18,540 18,952 23,829
101,691 112,943 109,162
49,449 34,050 38,968
703,724 673,917 716,836
30 June 30 June 31 December
2011 2010 2010
RO’000 RO’000 RO’000
305,601 294,141 338,791
27,628 38,612 23,726
318,827 295,908 306,334
46,073 40,153 42,175
5,595 5,103 5,810
703,724 673,917 716,836




Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

8. Loans and advances (continued)
The contractual maturity of net loans and advabesgd on period remaining to maturity are as fatow
30 June 30 June 31 December
2011 2010 2010
RO’000 RO’000 RO’000
0-6 months 152,941 140,828 164,366
6-12 months 39,470 24,377 27,095
1-3 years 97,149 115,930 121,863
3-5 years 81,396 76,451 77,333
More than 5 years 251,923 242,117 248,449
622,879 599,703 639,106
9. Provision for loan impairment and reserved inteest

The Central Bank of Oman (CBO) requires provisionlban impairment to be made on the basis of thken of
provision as per International Accounting StandaftksS) 39 - Financial Instruments: Recognition and
Measurement and as per CBO norms on a portfolis loasthe non-performing loans.

CBO also requires as per circular BM 977 a genleah loss provision to cover expected losses, va®elERS
requires collective impairment based on incurrextdés. As per BM 977, the financial statements éela general
provision of RO 5.3 million which is based on arpested loan loss provisioning model developed leyBank.
The collective impairment provision as required emtAS 39 based on an incurred loss model develdyyethe
Bank amounts to RO 2.6 million.

The movement on provision for loan impairment foe six months period ended 30 June 2011 is analystite
table below:

Specific General Total

provision provision provision

RO’000 RO’000 RO’000

Balance at 1 January 2011 27,319 5,744 33,063

Currency translation effect on opening balance - (€8] (1)

Provided during the period 1,767 1 1,768

Released during the period:

Due to recoveries (639) - (639)
Due to write back (186) (400) (586)
Written off during the period (418) - (418)

Transfer to other liabilities (73) _ - (73)
Balance at 30 June 2011 27,770 5,344 33,114

The movement on provision for loan impairment foe 5ix months period ended 30 June 2010 is analydbe
table below:

Specific General Total

provision provision provision

RO’000 RO’000 RO’000

Balance at 1 January 2010 25,651 5,795 31,446
Currency translation effect on opening balance (5) - (5)
Provided during the period 2,253 2 2,255

Released during the period:

Due to recoveries (910) - (910)
Due to write back (167) 148 (315)
Balance at 30 June 2010 26,822 5,649 32,471
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

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

The movement on reserved interest for the periethddysed as below:

30 June 30 June

2011 2010

RO’000 RO’000

Balance at the beginning of the period 44,667 39,736
Reserved during the period 3,863 3,154
Transfer to the statement of income (467) (1,147)
Written off during the period (332) -
Balance at end of the period 47,731 41,743

Provision for loan impairment and reserved interepteseni00.34% of gross non-performing loans and advances
less government soft loans at 30 June 2011 (Jub@ 201.25 %).

At 30 June 2011, loans and advances on which Bitéigs been reserved and/or has not been accrumehged to
RO 80.6 million (June 2010- RO 73.3 million). Inditibn, Government soft loans, amounting to ROillion, in
which the principal is guaranteed and part of edéserviced by the Government of the Sultana@mén, are past
due. Adequate provision for impairment is estalelisfor the portion of interest not serviced by¢hstomers.

The estimated fair value of loans and advancestisnaterially different from the book value of I@aand advances.

10. Deposits

Deposits can be analysed as follows:

30 June 30 June 31 December

2011 2010 2010

RO’000 RO’000 RO’000
Current 261,650 217,784 244,986
Savings 334,220 317,830 324,324
Time deposits 128,580 106,284 103,912
Others 69,203 92,639 123,736
793,653 734,537 796,958

The contractual maturities of deposits based opénmd remaining to maturity are as follows:

30 June 30 June 31 December

2011 2010 2010

RO’000 RO’000 RO’000
0-6 months 773,619 719,434 770,798
6-12 months 11,736 12,201 17,005
1-3 years 8,207 2,685 9,037
3-5 years 91 217 118
793,653 734,537 796,958
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

10. Deposits (continued)

The interest rate bands of deposits are as follows:

30 June 30 June 31December

2011 2010 2010

RO’000 RO’000 RO’000
0-2% 780,063 718,706 781,868
2-4% 10,859 12,572 12,033
4-6% 1,348 1,642 1,394
6-8% 124 84 16
8-10 % 66 169 156
more than 10% 1,193 1,364 1,491
793,653 734,537 796,958

11. Asset liability mismatch
The asset liability mismatch based on the remaiperpd to maturity is as follows:

30 June 2011 30 June 2010
Liabilities Liabilities

Maturities Assets  and equity Mismatch Assets  and equity Mismatch

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
0-6 months 580,942 938,542 (357,600) 521,602 828,865 (307,263)
6-12 months 45,923 11,720 34,203 36,850 69,937 (33,087)
1-3 years 104,955 8,211 96,744 123,135 2,686 120,449
3-5 years 81,412 91 81,321 83,710 218 83,492

more than 5 years 306,764 161,432 145,332 296,023 159,614 136,409

1,119,996 1,119,996 - 1,061,320 1,061,320 -

12. Investment income

Investment income can be analysed as follows:
Six months ended  Six months ended

30 June 30 June

2011 2010

RQO’000 RO’000

Dividend 1,182 146
Interest 384 406
Realised gain - 46
1.566 598
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

13. Investments

Investments can be analysed as follows:

Market value Market value

30 June
2011
RO'000

Marketable securities — MSM
Finance 1,566
Insurance 339
Services 284
Industrial 65
Government bonds 5,133
Other bonds _ 246
7.633

Marketable securities — Foreign by Sector
Government securities 7,807

Unquoted and other investments
Unquoted Omani shares
Investment fund units

Unquoted foreign shares

Total

30 June
2010
RO'000

1,936
489
220

50

5,224
253

8,172

7,712

Market value Book value

31 December 30 June
2010 2011
RO'000 RO'000
2,028 1,566
396 339
271 284

64 65
5,169 4,854
_ 247 _222
8175 7.330
7.895 8.002
760

12,208

1,791

14,759

30,181
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Book value
30 June
2010
RO'000

1,936
489
220

50

4,948

222

7.865

7,892

760
12,280
1473
14,513
30.270

Oman International Bank S.A.0.G

Interim condensed financial statement for the three month period ended 30 June 2011

Book value

31 December
2010

RO'000

2,028
396
271

64

4,885

222
7,866

8,166

760
13,453
1,485
15,698
31,730

Cost Cost
30 June 30 June
2011 2010
RO'000 RO'000
733 617
422 422

64 64

48 48
4,775 4,832
_221 221
6.263 6.204
9.380 8.994
760 760
11,474 10,542
78 76
12,312 11,378
27.955 26,576

Cost
31December

2010
RO'000

733
422
64

48
4,775
221
6,263

9,249
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

13. Investments (continued)
13. a. Detalils of significaninvestments
Market value Book value
30 June 30 June
2011 2011
RO'000 RO'000
MSM quoted securities
Government bonds 5,133 4,854
Others 2,500 2476
7,633 7,330
Foreign listed securities
Government securities 7,807 8,092
Total quoted securities 15,440 15,422
Unquoted securities
Oman 12,968
Others 1,791
14,759
30,181

Cost
30 June
2011
RO'000

Details of the Bank’s investments for which the Barholding exceeds 10% of the market value ofrit@stments

portfolio are :
Market value

% of 30 June

Overall Number of 2011

portfolio securities RO’000

Investment Stabilisation Fund — Oman 27.81 8,023,163 8,392

13.b. Details of classification of investmentsagiven below:

30 June 30 June

2011 2010

RO’000 RO’000

Held-to-maturity 10,104 10,019
Available-for-sale 20,077 20,251
30,181 30,270

Cost
30 June
2011
RO’000

8.367

31 December
2010
RO’000

10,173
21,557
31,730

At 30 June 2011, available-for-sale investmentth@émamount of RO 18.59 million (June 2010— RO I8ilion)
are measured using Level | of fair value hierardR@ 0.65 million (June 2010— RO 0.62 million) areasured
using Level Il of fair value hierarchy and RO 0:18dlion (June 2010— RO 0.83 million) are stated@sdt.

26



Oman International Bank S.A.0.G

Interim condensed financial statement for the six months period ended 30 June 2011

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

13. Investments (continued)

13.c.  Details of investments classified as teb-maturity are as follows:

30 June
2011
RO’000

Quoted - Oman Government securities 4,854
Quoted - Foreign Government securities 5,033
Quoted - Other securities, Oman 217

10,104

13. d. Details of available-for-sale investménare as follows:

30 June
2011
RO’000
Cost of:

Quoted - Foreign Government securities 3,598
Quoted - Equity and other securities-Oman 1,271
Unquoted investments 12,312
17,181

Revaluation gain (loss) of:
Quoted - Foreign Government securities (539)
Quoted - Equity and other securities-Oman 987
Unquoted investments 2,448
20,077
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30 June
2010
RO’000

4,948
4,853
218
10,019

30 June
2010
RO’000

3,469
1,155
11,378
16,002

(430)
1,544
3,135
20,251

31 December
2010
RO’000

4,885
5,070

218

10,173

31 December
2010
RO’000

3,615
1,271
11,437

16,323

(519)
1,492
4,261
21,557
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2011

14. Property and equipment

The movement in property and equipment during tréod is as follows

Freehold

land and property and

Leasehold Equipment,

furniture

Motor Computer

Capital
work in

buildings improvementsand fixtures vehiclesequipment progress Total
RO’000 RO’000 RO’000 RO’'000 RO’'000 RO’000 RO’000

Cost / Valuation
1 January 2011 32,750 2,737 7,597 912 13,389 1,192 58,577
Currency translation effect

on opening balances (12) - 2 - 2 - (15)
Transfers from capital
work in progress - - 137 - 187 (324) -
Additions - 20 238 76 60 304 698
Disposals - - (58) (24) - - (82)
30 June 2011 32,739 2,757 7,912 964 13,63 1172 59,178
Depreciation
1 January 2011 4,938 2,609 6,931 851 12,501 - 27,830
Currency translation effect

on opening balances (6) Q) Q) - 2 - (20)
Charge for the period 141 18 147 2 169 - 495
Disposals - - (58) (24) - - (82)
30 June 2011 _5,073 2,626 7,019 847 12.668 - 28,233
Net book value
30 June 2011 27,666 131 893 117 966 1172 30,945
31 December 2010 27,812 128 666 1 888 1,192 30,747
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15. Related parties and holders of 10 % of the Bar&shares

30 June 30 June 31 December
2011 2010 2010
RO’000 RO’000 RO’000
Loans and advances 43,218 39,870 44,391
Current, deposit and other accounts 37,272 27,188 48,653
Letters of credit and guarantees 2,799 4,509 3,509
Provision for loans and advances 730 888 888

Loans and advances amounting to RO 17,670,000 (2046: RO 17,510,000; December 2010: RO
17,510,000) included above are secured by casatedls and bank guarantees.

30 June 30 June

2011 2010

RO’000 RO’000

Interest income 1,506 988
Interest expense 88 45
Other operating income 18 7

Other operating expenditure:

Advertisement and publicity 25 29
Insurance 142 131
Printing and stationery 40 42
Repairs and maintenance 112 135
Others 159 164
478 501

8 246

Purchase of property and equipment 8

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

Other Significant
As at 30 June 2011 Director directors shareholder Others Total
RO’000 RO’000 RO’000 RO’000 RO’000
Loans and advances 12,487 12 21,571 9,148 43,218
Deposits 174 11 19,479 17,608 37,272
Letters of credit, acceptances and
guarantees 28 - 994 1,777 2,799
Provision for loans and advances - - - 730 730
For the period ended
30 June 2011
Interest income 184 - 602 720 1,506
Interest expense - - 25 63 88
Other operating income - - 2 16 18
Other operating expenditure:
Advertisement and publicity - - 25 - 25
Insurance - - - 142 142
Printing and stationery - - 32 8 40
Repairs and maintenance - - 86 26 112
Others 6 24 59 70 159
Purchase of property and
equipment - - 38 40 78
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15. Related parties and holders of 10 % of the Barg shares (continued)

As at 30 June 2010

Loans and advances

Deposits

Letters of credit, acceptances and
guarantees

Provision for loans and advances

For the period ended

30 June 2010

Interest income

Interest expense

Other operating income

Other operating expenditure:
Advertisement and publicity
Insurance
Printing and stationery
Repairs and maintenance
Others

Purchase of property and equipment

As at 31 December 2010

Loans and advances

Deposits from customers

Letters of credit, guarantees and
other acceptances

Provision for loans and advances

During the year ended 31 December

2010

Interest income

Interest expense

Other operating income

Other operating expenditure:
Advertisement and publicity
Insurance
Repairs and maintenance
Others

Purchase of property and equipment

Director
RO’000

12,353

1,943

28

Director
RO’000

12,500
12,575

28

587

Other

directors

RO’000

26
32

Other
directors
RO’000

23

Significant
shareholder
RO’000

16,860
3,941

2,175

472

29

34
110
89
199

Significant
shareholder
RO’000

21,492
21,174

1,065

1,124
11
8

29

203
232

370

Others
RO’000

10,631
21,272

2,306
888

241

Others
RO’'000

10,390
14,881

2,416
888

878
86
16

260
53
152
79

Total
RO’000

39,870
27,188

4,509
888

988
45

29
131
42
135
164
246

Total
RO’000

44,391
65488,

3,509
888

2,590
98
24

29
260
256
418
449

Details are provided separately above where amotgltting to an individual director and/or sign#it
shareholder and his/her related parties are grtzar5% of the total of related party loans andaades. Others
represent transactions with parties related to rii@e one director and/or significant shareholders.
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16. Shareholders

All those shareholders of the Bank who own 10% orevof the Bank’s shares, whether in their nam¢hmmugh a
nominee account, and the number of shares theyanelds follows:

30 June 30June 31 December
2011 2010 2010
H.E. Dr. Omar Bin Abdul Muniem Al Zawawi 97,483,598 91,965,660 91,965,660

17. Operating segments

The Bank has two reportable segments as describdvbwhich are the Banks strategic business uilite

strategic business units offer different produatsl aervices, and are managed separately basedeoBathk’s

management and internal reporting structure foh @diche strategic business units, the Bank’s BassrilCommittee
reviews internal management reports on at leasthhobasis. The following summary describes therapens in

each of the Bank’s reportable segments.

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

Retail Banking: includes loans, deposits and other transactions.

Information regarding the results of each repogaglgment is included below. The performance isored based

on segment profit before income tax, as includethan management information report that are reviete the
Business Committee. Segment profit is used to nmeathe performance as management believes that such
information is most relevant in evaluating the fessaf certain segments relative to other entitie# operate within
these industries.

Information about operating segments:

30 June 2011 30 June 2010
Wholesale Retalil Wholesale Retail
Banking  Banking Total Banking  Banking Total

RO' 000 RO'000 RO'000 RO'000 RO' 000 RO' 000
External income

Net interest income 5,283 9,816 15,099 6,141 8,510 14,651
Other operating income 2,379 3,609 5,988 1,700 3,516 5,216
Total segment income 7,662 13,425 21,087 7,841 12,026 19,867
Other material non-cash items:
Impairment losses on financial assets 1,369 399 1,768 1685 570 2,255
Reportable segment profit before
income tax 3,779 5,576 9,355 4,926 5,534 10,460
Reportable segment assets 811,712 270,826 1,082,538 778,541 246,676 1,025,217
Reportable segment liabilities 478,326 472,623 950,949 440,885 453,329 894,214
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17. Operating segments (continued)

Reconciliation of reportable segment assets and hdities

Assets

Total assets for reportable segments
Other unallocated amounts

Total assets

Liabilities
Total liabilities for reportable segments

Other unallocated amounts
Total liabilities

Operating segments geographical areas

30 June 30 June
2011 2010
RO’000 RO’000
1,082,538 1,025,217
37,458 36,103
1,119,996 1,061,320
950,949 894,214
1,615 _ 7,492
958,564 901,706

A geographical analysis of key financial data bgafiion of primary assets as at 30 June 2011 isutdielow:

Oman

RO’000

Income from customers and other income 23,082
Internal income 26
Net segment result 8,510
Assets 1,112,596
Liabilities 951,398
Capital expenditure 669
Depreciation 425
Provision for loan impairment 1,742

Others Adjustments Total
RO’000 RO’000 RO’000
942 - 24,024
- (26) -
(134) - 8,376
41,403 (34,003) 1,119,996
24,786 (17,620) 958,564
25 - 694
70 - 495
26 - 1,768

A geographical analysis of key financial data bgafiion of primary assets as at 30 June 2010 isutdielow:

Oman

RO’000

Income from customers and other income 22,367
Internal income 14
Net segment result 9,192
Assets 1,052,545
Liabilities 893,226
Capital expenditure 410
Depreciation 458
Provision for loan impairment 2,253
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Others Adjustments Total
RO’000 RO’000 RO’000
783 - 23,150

- (14) -

33 - 9,225
38,828 (30,053) 1,061,320
23,627 (15,147) 901,706
38 - 448

64 - 522

2 - 2,255
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18. Contingent liabilities, commitments and derivaitzes
(a) Letters of credit, guarantees and other commitmnts
30 June 30 June 31 December
2011 2010 2010
RO’000 RO’000 RO’'000
Letters of credit 151,086 89,979 138,242
Guarantees and performance bonds 160,859 185,009 172,247
311,945 274,988 310,489
Derivatives:
Forward forex contracts — sales 207,551 54,476 105,075
Forward forex contracts — purchases 96,461 35,460 10,040
Interest rate caps - 739 370
Interest rate swaps - 20,041 -
(o) Currency risk

Currency risk is the risk that the Bank is exposeds a result of any exchange rate movementsBah&'s main
functional currency is the Rial Omani. The tregsmmanual of the Bank sets out the details of theiday and
overnight exposures that are continuously monitored

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

Net Net
Forward exposure exposure Net exposure
30 June 30 June 30 June
Assets Liabilities Purchases Sales 2011 2011 2010
FCY'000 FCY’000 FCY’'000 FCY’'000 FCY’'000 RO’000 RO’000
US Dollars 624,490 223,968 228,138 518,240 110,420 42,512 45,608
Indian
Rupees 1,179,852 1,180,200 - - 348 3 3
Others - - - - - 2,621 491
45,136 46,102

(© Contingencies

As at 30 June 2011, there were certain legal pé@italing against the Bank, aggregating to RO 3.Hami{June

2010: RO 5.8 million, December 2010: RO 3.7 miljioBased on the opinion of the Bank’s legal counte

Bank’s management believes that no liability iseotpd to arise from these cases and it therefaee dot consider
it necessary to make any provision in this regard.
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19. Cash and cash equivalents

30 June 30 June
2011 2010
RO’000 RO’000
Statement of financial position items comprise:
Cash and balances with central banks 113,173 96,911
Treasury bills and certificates of deposit 150,000 194,147
Due from other banks 45,462 18,208
Due to banks (36,615) (74,005)
272,020 235,261
Adjustment for items maturing after three monttrfrdate of acquisition
and restricted balances (73,135) (18,686)
198,885 216,575
Cash and cash equivalents comprise:
Cash and balances with central banks 56,576 42,779
Treasury bills and certificates of deposit 150,000 180,000
Due from other banks 28,924 10,670
Due to banks (36,615) (16.874)
198,885 216,575
20. Exposure to credit risk
Loans and advances Due from other banks Investments
30 June 31December 30 June 31December 30 June 31December
2011 2010 2011 2010 2011 2010
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
Individually impaired 80,570 77,488 - - - 79
Allowance for impairment (75,501) (71,986) - - - (31)
Carrying amount 5,069 5,502 - - - 48
Past due and not impaired 29,255 11,370 - - - -
Neither past due nor
impaired 588,555 622,234 45,462 82,052 30,181 31,682
Total carrying amount 622,879 639,106 45,462 82,052 30,181 31,730

21. Dividend per share

The shareholders at the annual general meetingdme8iL March, 2011 approved a cash dividend of RRQ® per
share amounting to RO 13.699 million for the ye@t@ (2010: cash dividend of RO 0.022 per share ativgy to
RO 20.092 million). These financial statementsedflthe cash dividends, which have been accourdednf
shareholders’ equity as an appropriation of retheernings for the period ended 31 March 2011.

The shareholders at the ordinary general meetirtheoBank held on 28 April 2011 approved a stockddind of
6% equal to 54,795,431 shares for the year 2010s Stock dividend is accounted for in shareholdeysity as an
appropriation of retained earnings for the perindezl 30 June 2011.
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22. Capital adequacy ratio

Details of capital adequacy, calculated in accordawith the norms prescribed by the Bank for Irdéomal

Settlements, are given below:

30 June

2011

RO’000

Tier | and tier Il capital 134,612
Risk-weighted assets 876,383
Tier | Capital ratio % 14.57
Capital adequacy ratio % 15.36
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30 June

2010
RO’000

131,601

864,285
14.32
15.23

31 December

2010
RO’000

136,095

901,349
14.17
15.10



