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BANK NIZWA SAOG

Statement of sources and uses of charity fund
for the year ended 31 December 2015

Sources of charity fund 2015 2014

RO RO
Balance as at 1 January - 994
Non-Islamic income for the year 6,134 4,071
Total source 6,134 5,065
Use of charity fund (Bank Muscat Charity Projech&lu 6,134 5,065

Undistributed charity fund as at 31 December - -

There are some deals were highlighted as a shamizampliance worth of OMR 8,404 profit which at#l sinder the
process of finalizing and making the final decisionvhich to be transferred or not.

Notes to the financial statements from page 8 ttod#& an integral part of these financial stateraent

Report of the Auditors — page 2.
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BANK NIZWA SAOG

Notes to the financial statements
for the year ended 31 December 2015

1

2.1

2.2

2.3

2.4

LEGAL STATUSAND PRINCIPAL ACTIVITIES

Bank Nizwa SAOG ("the Bank") was registered in $hdtanate of Oman as a public joint stock compargeu
registration number 1152878 on 15 August 2012. Baek's shares are listed on the Muscat Securitiaskit
“MSM” and its principle place of business is in Mas, Sultanate of Oman.

The Bank’s business operations commenced on 23nb@re2012 and it currently operates through eleven
branches in the Sultanate under the banking licesssed by the Central Bank of Oman on 19 Decer?0&p.

The principal activities of the Bank are openingrent, saving and investment accounts, providingdaaha

finance, ljara financing and other Sharia complfanins of financing as well as managing investorshey on

the basis of Mudaraba in exchange for a profit shar agency in exchange for a fee, and excesst @sfi
incentive providing commercial banking services attter investment activities.

The Bank's activities are regulated by the CenBahk of Oman (“CBO”) and supervised by a Sharia
Supervisory Board (“SSB”) whose role is definedBeink’'s Memorandum and Articles of Association.

At 31 December 2015, the Bank had 321 employees42Z82 employees).
Bank address: P O Box 1423, Postal Code 133, MuScétinate of Oman.

BASIS OF PREPARATION

Statement of compliance

The financial statements has been prepared inrdaece with Financial Accounting Standards (‘FASSued

by the Accounting and Auditing Organisation foralslic Financial Institutions (“AAQIFI"), the Shariales and
principles as determined by SSB and applicable lamd regulations issued by CBO. In accordance with
requirements of AAOIFI, matters that are not codeby FAS, the Bank uses guidance from the relevant
International Financial Reporting Standard.

Statement of restricted investment accountholdgatement of Qard fund and Zakat are not preseageatese
are not applicable.

Basis of measurement

The financial statements are prepared on histociost basis, except for the measurement at faireval certain
investments carried at fair value.

Functional and presentation currency

The financial statements have been presented @ Rignani (RO) which is the functional currency loé Bank.
Except as otherwise indicated, financial informatpresented in RO has been rounded off to the sie@mani
Riyal.

Use of estimates and judgements

The preparation of financial information requirearmagement to make judgments, estimates and assumspti
that affect the application of accounting policeasd reported amounts of assets and liabilitiespriree and
expenses. The estimates and assumptions are badestarical experience and various other factoctuding
expectation of future events that are believedHsy Bank to be reasonable under the circumstanocetsialA
results may differ from these estimates. The esdmand underlying assumptions are reviewed onoamgg
basis. Revisions to accounting estimates are réoedin the period in which the estimate is reviaed in any
future periods affected.
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BANK NIZWA SAOG

Notes to the financial statements
for the year ended 31 December 2015

3

3.1

3.2

3.3

3.4

3.5

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in thegaration of the financial statements are set eloib

Cash and cash equivalents

For the purposes of the statement of cash flowls aad cash equivalents comprise cash in hand, esiriated
balance with the CBO, amounts due to / from bamkkfanancial institutions, inter-bank Wakala, wittmaining
maturity of three months. Cash and cash equivabaetgarried at cost at the reporting date.

Sales receivables and other receivables

- Sales receivables consist mainly of sales trarmaegreements (Murabaha) stated net of deferrefitpro
and provision for impairment. The Bank considers titomise made in the Murabaha to the purchase
orderer as obligatory.

- lIstisna receivables is a sale agreement betweedh& as the seller and the customer as the ukimat
purchaser whereby the Bank undertakes to have metouéd (or acquire) goods and sell it to the custo
for an agreed upon price on completion at futuree.distisna receivables are stated net of defqurefits
and provision for impairment.

- ljara income receivables represent outstandingaleiat the end of the year less any provision arbdful
amount.

ljara Muntahia Bittamleek and ljara income receivables

Assets acquired for leasing (ljara) are statest, dess accumulated depreciation. Leased agsetkepreciated
over the life of the lease.

Wakala Bil Istethmar

Wakala Bel Istithmar is used as a short to medinthlang term working capital financing tool. TherBain its
capacity as the Principal (hereinafter referreds<dhe “Muwakkil”) appoints the Client as its Ag€hereinafter
referred to as the “Wakil’) to manage the investmamount (hereinafter referred to as the “Investmen
Amount”) in Sharia-compliant activities that may batered into, as agreed, by the Wakil on behalthef
Muwakkil. The prime objective of making such anéstment is to generate profit from the businesiwities
and get the Investment Amount paid back along withprofit amount, if any, on the Investment mayudate
based on the anticipated profit rate.Investments

Investments
Investment in ljarah asset

Operating ljarah of the Bank as lessee:

ljarah instalments are allocated over the finangglods of the lease term and recognized in thenfiial period
in which these instalments are due. ljarah instatmare presented in the lessee’s statement ofm@as ljarah
expenses. Initial direct cost incurred by lesseeafoanging for the lease agreement is, if mateakdcated to
periods in the lease term in a pattern consistétht tivat used for allocating ljarah expenses. Ifnaterial they
are charged directly as an expense to the finapei@d in which the lease agreement is made.

Operating ljarah of the Bank as lessor:
When the Bank rents out to a client asset thatpeagously rented by the Bank; the leased asg@ieisented in
the lessor’s statement of financial position undeestment in ljarah assets.

Equity and debt type instruments at fair value thugh equity

This includes all equity and debt type instrumetitat are not fair valued through statement of ineom
Subsequent to acquisition, investments designatéadravalue through equity are re-measured atvVaiue with
unrealised gains or losses recognised proportipnateowners' equity and equity of unrestricted estment
accountholders until the investment is derecognedetermined to be impaired at which time the clative
gain or loss previously recorded in owners' equaityequity of investment accountholders is recoghise
statement of income.
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BANK NIZWA SAOG

Notes to the financial statements
for the year ended 31 December 2015

3

3.5

3.6

3.7

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investmentgcontinued)
Debt type instruments at amortized cost

Debt type instruments which are managed on a atoxhyield basis and are not held for trading hade been
designated at fair value through statement of ircane classified as debt type of instrument at &neat cost,
such investment are carried at amortized cost pessisions for impairment in value. Amortization stds

calculated by taking into account any premium scdunt on acquisition. Any gain or loss on suclegtmnent is
recognized in statement of income when the investiisederecognized or impaired.

Investment in real estate

Investment in real estate is classified as heldsf@ and is measured at fair value under the &irevmodel of
Financial Accounting Standard No. 26 issued by APIOIThese are initially recognized at cost inclugdin
transaction cost and subsequently measured atdiie. Unrealised gains arising from a change énfalir value
of investment in real estate are recognised diréctequity under “Property fair value reserve” fbe period in
which it arises taking into consideration the spltween the portions related to owners’ equity eqdity of
investment accountholders. Unrealised losses neguitom re-measurement at fair value of investriamnteal
estate carried at fair value are adjusted in eqagginst the property fair value reserve, takirig gonsideration
the split between the portion related to ownersligggand equity of investment accountholders, ® ¢ktent of
the available credit balance of this reserve. Becsuch losses exceed the available balance, thalised losses
are recognised in the statement of income. In tase are unrealised losses relating to investinergal estate
that have been recognised in the statement of iadara previous financial period, the unrealisethgaelating
to the current financial period are recognisechtéxtent of crediting back such previous lossdkérstatement
of income.

The realised profits or losses resulting from thée sof any investment in real estate are measusethe
difference between the book value (or carrying amioand the net cash or cash equivalent proceeds tine
sale for each investment separately. The resulpirgfit or loss together with the available balarare the
property fair value reserve account are recognisetie statement of income for the current finahpieriod,
taking into consideration the split between thetiparrelated to owners’ equity and the portion tetato
investment accountholders.

Derecognition of financial assets and liabilities

A financial asset (or, where applicable a part ofirmncial asset or part of a group of similar #ssés
derecognized when:

(i) the right to receive cash flows from the assetexgmred;

(i) the Bank has transferred its rights to receive ¢iasts from the asset and either (a) has trandderre
substantially all the risks and rewards of the agsgb) has neither transferred nor retained tsuibiglly all
the risks and rewards of the asset, but has tnaedfeontrol of the asset.

A financial liability is derecognized when the dation specified in the contract is discharged,cedied or
expires

Jointly and self-financed

Investments, financing and receivables that amljpbwned by the Bank and equity of unrestrictedestment
accountholders are classified under the captiomtljo financed” in the financial statements. Invasnts,
financing and receivables that are financed sdiglthe Bank are classified under “self-financed”.
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BANK NIZWA SAOG

Notes to the financial statements
for the year ended 31 December 2015

3
3.8

3.9

3.10

3.11

SIGNIFICANT ACCOUNTING POLICIES (continued)
Fair value for financial assets

For investments quoted in an active market, fdueds determined by reference to quoted markeepti

For financial instruments where there is no actherket, fair value is normally based on comparigdth the
current market value of highly similar financiaktruments.

Where the fair value of an investment cannot bialshl measured, it is stated at the fair value aisideration
given or amortized cost and any impairment in thiele are recorded in statement of income.

For Sales (Murabaha) receivables the fair valudetermined at the end of the financial period airtibash
equivalent value.

Fair value for non-financial assets

Market prices represent the fair value for nonfiicial assets. In case market prices are not alajl#iey are
assessed by taking average value of three assessimeen experienced and certified parties.

Property and equipment

Property and equipment are measured at cost lessnatated depreciation and accumulated impairment i
value. Depreciation is calculated using the strigligie method to write down the cost of property @guipment
to their residual values over their estimated udefes from the date the assets is brought ins® as follows:

2015 2014

Years Years
Furniture 5 5
Fixtures 10 5
Equipment 7 7
Motor vehicle 7 7
Computer hardware 5 5

The carrying values of property and equipment adewed for impairment when events or changes in
circumstances indicate that the carrying values n@ybe recoverable. If any such indication existd where
the carrying values exceed the estimated recoverablounts, the assets are written down to theovegable
amount, and the impairment is recorded in the statg of income.

The useful lives of property and equipment are ewed annually. If expected useful lives vary frohe t
estimated ones, the change in estimate is adjpstegectively.

An item of property and equipment is derecognizednudisposal or when no future economic benefies ar
expected from its use or disposal.

During the year the Bank has upgraded the usdéubfiits fixtures. This upgrade based on the egmamplan of
the bank from where presence and location wherexpected life period of utilization of assets wilatch same
period, as a result, the expected useful life xtufies has increased. The effect of these changestoal and
expected depreciation expense is as follows:

Amount in RO’ 2015 2016 2017 2018 2019 Later
(Decrease) / Increase in depreciation (149,268) 7,804) (447,804) 237,636 237,636 475,272

Intangible assets

Intangible assets are classified according to thegful life for a specified or unspecified periofl time.
Intangible assets with definite useful life are atzed over 10 years (2014: 5 years), and amoitizais
recorded in statement of income. For intangible@swith indefinite useful life, impairment in valis reviewed
at the reporting date and any impairment in thelue is recorded in statement of income.

Intangible assets arising from the Bank's operatiare not capitalized and are recorded in the ratate of
income as incurred.

Any indications of impairment of intangible assate reviewed at the reporting date; in additioe, ukeful lives
of these assets are reviewed annually. If expeatsdul lives vary from the estimated ones the chaing
estimate is adjusted prospectively.
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Notes to the financial statements
for the year ended 31 December 2015

3 SIGNIFICANT ACCOUNTING POLICIES (continued)
3.11 Intangible assetécontinued)

During the year the Bank has upgraded the usd&ublfiits intangibles assets. This upgraded baseth® new
development and modification of the core bankingtawy in the light of which recently done in thereat
system to meet the bank requirements, as a réisellexpected useful life of intangible assets haseased. The
effect of these changes on actual and expecte@ciapion expense is as follows:

Amount in RO’ 2015 2016 2017 2018 2019 Latel
(Decreas) / Increaseéin amortizatioo (112,932 (338,796 (338,796 198,57t 198,79¢ 397,15:.

3.12 Provisions

Provisions are recognized when the Bank has a mregsigation (legal or constructive) arising freempast
event and the costs to settle the obligation atle pawbable and able to be measured reliably.

According to the regulations of the Central BankQrhan; Banks are required to have general credi lo
provisions, at least equivalent to 1% of the tdbahncing and interbank 0.5% categorized as Stahdad
Special Mention. However, for personal finance aimum general loss provision of 2% of the Standamd
Special Mention.

Central Bank of Oman regulations are followed foniperforming assets based on days past due afiy pro
accrual on these non-performing assets is suspexsdper the regulations.

3.13  Equity of unrestricted investment accountholders

Equity of unrestricted investment accountholdeesracognized when received by the Bank and measyréte
amount received during the time of contracting. thA¢ end of the financial period the equity invesiine
accountholders are measured at the book value.

3.14  Profit equalization reserve

Profit equalization reserve, this is the amountrappated by the Bank out of Mudaraba income before
allocating the Bank’s share as investment manadedérib), in order to maintain a certain level efurn on
investment for unrestricted investment accounthslded increase owners’ equity.

3.15 Investment risk reserve

Investment risk reserve is the amount appropribiethe Bank out of profit share of the unrestricieeestment
accountholders after allocating the Mudarib sharerder to cushion the effects of the risk of fetinvestment
losses. The terms and conditions whereby investmskitreserve can be set aside and utilized arermiéated
and approved by the Sharia Supervisory Board oB#rek.

3.16  Foreign currencies

Transactions in foreign currencies are recordeth@texchange rate on the date of the transactiamekdry
assets and liabilities denominated in foreign cwies are translated into Omani Riyal at the mid-raf
exchange at the reporting date. All differencestaken into the statement of income.

Translation gains or losses on non-monetary iteanded at fair value are included in equity as pdrthe fair
value adjustment.

3.17  Offsetting

Financial assets and financial liabilities are ooffset and the net amount is reported when theee $haria or
legally enforceable right to set off the recognizedounts and the Bank intends to either settle et dasis, or
to realize the asset and settle the liability staméously.
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Notes to the financial statements
for the year ended 31 December 2015

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

3.18 Revenue recognition
Sales receivables and other receivables

Murabaha Profit from sales transactions is recognised winenincome is both contractually determinable and
guantifiable at the commencement of the transactBurch income is recognised on a time-apportioresisb
over the period of the transaction. Where the inrednom a contract is not contractually determinabte
quantifiable, it is recognised when the realisat®reasonably certain or when actually realised.

Istisna Profit from Istisna is recognised using proporti@nallocation over the future financial period oédit
whereby each financial period shall carry its mortof profits irrespective of whether or not casbeived.

ljara Muntahia Bittamleekljara income is recognised on a time apportionesisbaver the ljara term.

Wakala Bil Istethmar

Income from Wakala Bil Istethmar is recognised diinge apportioned basis so as to yield a constaribgic
rate of return based on the balance outstanding.

Investment in ljarah asset

ljarah revenue is allocated proportionately to financial periods in the lease term. ljarah reveisupresented
in the lessor's statement of income as ljarah negeinitial direct cost incurred by lessee for agiag for the

lease agreement is, if material, be allocated tmge in the lease term in a pattern consistertt tiat used for
allocating ljarah expenses. If immaterial they @narged directly as an expense to the financiabgen which

the lease agreement is matjarah receivables are measured at their casivaqut value.

Bank’s share as Mudarib of income from equity of testricted investment accountholders
The Bank's share as a Mudarib for managing egtitynocestricted investment accountholders is acchesskd
on the terms and conditions of the related Mudagteements.
Fee and commission
Fees and commission income is recognised upon riegd@e services.
Dividends
Dividends are recognised when the right to recpasgment is established.
Income from investments
Income from investments is recognised when earned.
Rental income from investment in real estate
Rental income is accounted for on a straight liagidover the term of the lease.
3.19  Return on equity of unrestricted investment accourttolders

Investors' share of income is calculated basednmonie generated from joint investment acdsuafter
deducting profit equalization reserve, Bank’'s sheseMudarib, fund provider and investment risk reseThe
investors' share of income is distributed to theestors based on average participation balandeeifiudaraba
pool.

3.20 Employee benefits

Obligations for contributions to an unfunded definbenefit retirement plan, for Omani employees, in
accordance with the Oman Social Insurance Scheraereaognized as an expense in statement of in@sme
incurred.

The Company's obligation in respect of non-Omanmieal benefits, under an unfunded defined benefits
retirement plan, is the amount of future benefitt thuch employees have earned in return for teeuice in the
current and prior periods.

3.21 Directors’ remuneration

Director’s remuneration is calculated in accordawié the Commercial Companies Law of 1974 and aypglr
of the Capital Market Authority (CMA).
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BANK NIZWA SAOG

Notes to the financial statements
for the year ended 31 December 2015

3

3.22

3.23

3.24

3.25

3.26

3.27

SIGNIFICANT ACCOUNTING POLICIES (continued)

Segment reporting

An operating segment is the component of the Baak éngages in business activities from which iy marn
revenues and incur expenses including revenue gmehees that relate to transactions with any ofBaek’'s
other components whose operating results are redewgularly by the management to make decisionstab
the resources allocated to each segment and &sgesformance and for which discrete financiabinfation is
available. The Bank’s primary format for reportisggmental information is business segment, based up
management internal reporting structure. The Baniéin business segments are comprised of retapocate
and treasury and investment banking.

Taxation

Taxation is provided for based on the tax laws wfehate of Oman. Income tax comprises currentdaidrred
tax. Income tax expense is recognised in stateroEimcome except to the extent that it relates témns
recognised directly in equity, in which case itésognised in equity.

Current tax is the expected tax payable on thebtaxéncome for the year, using tax rates enacted or
substantively enacted at the reporting date, agdadjustment to tax payable in respect of previmess.

Deferred tax is calculated using the liability m@th providing for temporary differences between ¢herying
amounts of assets and liabilities for financialaeipg purposes and the amounts used for taxatiopgses.
Deferred tax is measured at the tax rates thaéxpected to be applied to the temporary differemben they
reverse, based on the laws that have been enacsethsiantively enacted at the reporting date.

Tax is calculated on figures calculated as perrémpiirements of International Financial Reportingrdards
(IFRS).

A deferred tax asset is recognised only to thergxtet it is probable that future taxable profiif be available
against which the asset can be utilized. Deferagdssets are reviewed at each reporting dateramg@duced to
the extent that it is no longer probable that #lated tax benefit will be realised.

Differences in reconciliation of figures accountéat under AAOIFI and IFRS are taken as permanent
differences, if any.

Earnings prohibited by Sharia

The Bank is committed to avoid recognising any meogenerated from Sharia non-compliant sources.
Accordingly, all Sharia non-complaint income isdited to a charity fund and the Bank disbursesetiaads
according to the Sharia Supervisory Board supemwiand instructions.

Zakah

Calculation and payment of Zakah is the responsilof individual Shareholders’ and accountholders.

Sharia supervisory board

All business activities, products, transactiongeaments, contracts and other relevant documeatsidgject to

the supervision of the Sharia Supervisory Boardhef Bank which meets quarterly and consists ofethre
prominent Sharia scholars appointed by the Gefersgmbly of Shareholders.

- Dr. Abdul-Sattar Abu Ghuddah Chairman
- Sheikh Dr. Mohammed Al-Gharbi Member
- Sheikh Ibrahim Al-Sawwafi Member

Trade date accounting

All “regular way” purchases and sales of finan@atets are recognised on the trade date, i.e.atketltat the
Bank commits to purchase or sell the asset.
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3 SIGNIFICANT ACCOUNTING POLICIES (continued)
3.28 New standards, amendments and interpretations
New standards, amendments and interpretations effecfrom 1 January 2016

Amendments to FAS 27 “Investment Accounts” becaffieceve as of 1 January 2016; the applicationhafse
amendments at the Bank level had no material impathe disclosures in the Bank’s financial statetsie

The Bank is assessing the potential impact of Huwe stated amendments.
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4 Cash and balances with Central Bank of Oman
2015 2014
RO RO
Cash in hand 4,057,807 2,743,049
Balances with Central Bank of Oman 10,314,629 22,152,713
Capital deposit with Central Bank of Oman 253,106 195,997
14,625,542 25,091,759
4.1 The capital deposit with the Central Bank of Omamrot be withdrawn without the prior approval oé th
Central Bank of Oman.
5 Due from banks and financial institutions
Local banks — local currency 712,268 61,719
Foreign banks — foreign currency 2,602,883 2,866,948
3,315,151 2,928,667
6 Inter-bank Wakala investments - net
Jointly-financed
Local banks — local currency - 20,000,000
Foreign banks — foreign currency — less than ome ye 9,625,000 16,940,000
Foreign banks — foreign currency — more than ome ye - 18,865,000
General provision - (94,325)
9,625,000 55,710,675
7 Sales receivables and other receivables - net
foanted fnancad Total
2015 2015 2015
RO RO RO
Sales receivables - retail 77,255,912 1,635,217 78,891,129
Sales receivables - corporate 9,824,429 - 9,824,429
Istisna receivables - corporate 431,938 - 431,938
ljara rent receivables - retail 2,634 - 2,634
ljara rent receivables - corporate 253,022 - 253,022
Gross sales receivables and other receivables 87,767,935 1,635,217 89,403,152
Less:
Deferred profit (12,011,844) (162,195) (12,174,039)
General provision (1,406,483) (29,460) (1,435,943)
Specific provision (32,632) - (32,632)
Reserved profit (2,055) - (2,055)
Net sales receivables and other receivables 74,321, 1,443,562 75,758,483
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BANK NIZWA SAOG

Notes to the financial statements
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7 Sales receivables and other receivables — rfebntinued)

Jointly- Self-
financed financed Total
2014 2014 2014
RO RO RO
Retail 53,325,969 1,170,151 54,496,120
Corporate 6,164,482 - 6,164,482
Gross sales receivables and other receivables 59,490,451 1,170,151 60,660,602
Less:
Deferred profit (8,416,265) (115,424) (8,531,689)
General provision (955,870) (21,096) (976,966)
Net sales receivables and other receivables 53148, 1,033,631 51,151,947
The general provision movement against sales rebkss is as follow:
2015 2014
RO RO
Balance at 1 January 976,966 291,344
General provision during the year 458,977 685,622
Balance at 31 December 1,435,943 976,966
The specific provision movement against sales vatéés is as follow:
Specific provision during the year 32,632 -
Balance at 31 December 32,632 -
The reserved profit movement against sales recksisab as follow:
Profit reserved during the year 2,055 -
Balance at 31 December 2,055 -

Non-performing assets of sales receivables andr oteeivables, amounted to RO 130,524 with a pércen

0.17% of net sales receivables and other receisaateat of 31 December 2015 (31 December 2013 Nil

Non-performing assets of sales receivables and o#igeivables after deducting profit reserve, anedito RO
128,469 with a percent 0.17% of net sales recedgabhd other receivables, as at of 31 December @115

December 2014: Nil).
Financial assets at fair value through equity — Jaitly financed

Cost Fair value
2015 2015
RO RO
International un-listed Sukuk 1,909,488 1,891,307
International listed Sukuk 502,650 501,126
Regional listed Sukuk 2,957,719 2,839,500
Regional un-listed funds 5,052,859 5,072,460
Regional un-listed Shares 333,938 285,579
Local listed Sukuk 7,363,600 7,363,600
Local listed shares 58,378 58,378
Total 18,178,632 18,011,950
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8

10

11

Financial assets at fair value through equity Jointly financed (continued)

Cost Fair value

2014 2014

RO RO

Regional listed Sukuk 2,090,683 2,072,510
Regional un-listed shares 333,905 309,787
Local listed shares 58,378 57,210
Total 2,482,966 2,439,507

Financial assets at amortized cost
Self-financed

2015 2014

RO RO
Local listed Sukuk 7,000,000 7,000,000
Total 7,000,000 7,000,000

Investment in ljarah assets - net

Jointly-financed

2015 2014

RO RO

Investment in ljarah assets - 7,427,515
General provision - (74,275)
Net investment in ljarah assets - 7,353,240

Investment in ljarah asset has been classifiecdordance with AAOIFI standard “FAS 8” ljarah arjdrah
Muntahia Bittamleek; “When the Bank rents out toliant asset that was previously rented by the Bémk
leased asset is presented in the lessor’s statevhBnancial position under Investment in ljaradsats”.

Investment in ljarah asset has been financed fiwenMudaraba commingled pool and classified as ljoint
financed. All profits generated and costs in refatio this investment will be subject to distrilutibetween the
Bank and the unrestricted investment accountholaerser profit distribution policy of the Bank.

Total amount of master lease agreement betweeBzahk as lessee and the owner as lessor is RO 8000,

During the year, the Bank received a request fdy esettlement and accordingly the entire amourg been
settled as at the reporting date.

Investment in real estate — held for sale

This represents investment in income generatingstichl real estate; where 70% of the beneficiahemship is
held by the Bank for a consideration of RO 14.17lion. Subsequently, the property has been leasetbr a
master lease agreement for a period of ten yeahsanfixed rental amount.

Investment in real estate has been financed froareBiolders’ funds and classified as self-finansestment
and not included in the Mudaraba pool ‘comminglewlp All profits generated and costs in relatianthe
investment will be for the account of the Bank oahd not subject to income distribution for theastricted
investment accountholders.

The management believes that the fair value ofstment in real estate is not materially differemni its
carrying value as at 31 December 2015. FurtheB#re&k has a plan for disinvestment by end of Ji62
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13

ljara Muntahia Bittamleek - Net

Real estate

Cost

Accumulated deprecation
Net book value
Equipment

Cost

Accumulated deprecation
Net book value

Total

Cosl

Accumulated deprecation
Net book value before general provision

General provision
Net book value after general provision

Real estate

Cost

Accumulated deprecation
Net book value
Equipment

Cost

Accumulated deprecation
Net book value

Total

Cost

Accumulated deprecation
Net book value before general provision

General provision

Net book value after general provision
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The general provision movement against ljara Muiat8ittamleek is as follow:

Balance at 1 January
Provision during the year
Balance at 31 December

Wakala Bil Istethmar - net

Wakala Bil Istethmar
General provision
Wakala Bil Istethmar - net

2015
Jointly- Self-financed Total
financed
RO RO RO
147,805,824 5,856,837 153,662,661
(6,222,838) (247,616) (6,470,454)
141,582,986 5,609,221 147,192,207
12,470,957 - 12,470,957
(2,003,638) - (2,003,638)
10,467,319 - 10,467,319
160,276,78 5,856,83 166,133,61
(8,226,476) (247,616) (8,474,092)
152,050,330 5,609,221 157,659,526
(2,023,042) (56,093) (2,079,135)
150,027,263 5,553,128 155,580,391
2014
Jointly-financed Self-financed Total
RO RO RO
52,810,358 2,581,432 55,391,790
(1,605,522) (117,663) ,723,185)
51,204,836 2,463,769 53,668,605
6,830,000 - 6,830,000
(560,166) - (560,166)
6,269,834 - 6,269,834
59,640,358 2,581,432 62,221,790
(2,165,688) (117,663) ,282,351)
57,474,670 2,463,769 59,938,439
(574,747) (24,638) (599,385)
56,899,923 2,439,131 59,339,054
2015 2014
RO RO
599,385 138,382
1,479,750 461,003
2,079,135 599,385
2015 2014
RO RO
38,027,808 17,850,000
(380,278) (178,500)
37,647,530 17,671,500
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2015 2014
RO RO
Balance at 1 January 1,923,451 429,726
General provision reversed during the year on btk Wakala (94,325) 94,325
General provision made during the year on salesivables and other 458,977 685,622
receivables
General provision reversed during the year on itneest in ljara assets (74,275) 74,275
General provision made during the year on ljara tdia Bittamleek 1,479,750 461,003
General provision made during the year on WakaldsBithmar 201,778 178,500
Specific provision made during the year on ljana receivables 32,632 -
General and specific provision expense 2,004,537 1,493,725
Balance at 31 December 3,927,988 1,923,451
15 Property and equipment - net
Capital
Furniture Motor Computer work in
2015 & fixture Equipment vehicle hardware progress Total
RO RO RO RO RO RO
Balance at 3,915,943 693,837 86,350 1575004 264,708 6,535,842
1 January 2015
Additions 92,045 24,044 75,751 79,94¢ 320,846 592,634
Transfers 238,633 100,935 - 22,87 (362,440) -
Balance at 31 4,246,621 818,816 162,101 1,677,824 223,114 7,128,476
December 2015
Accumulated
Depreciation at 1
January 2015 (1,376,517) (124,296) (27,346) (529,158 - (2,057,317)
Depreciation expense (678,758) (112,062) (16,102) (339) - (1,132,659)
Accumulated
Depreciation at 31
December 2015 (2,055,275) (236,358) (43,448) (854,899 - (3,189,976)
Carrying value at 31 2,191,346 582,458 118,653 822,929 223,114 3,938,500
December 2015
Capita
Furniture & Motor Compute work in
2014 fixture Equipmen vehicle hardwar: progres Total
RO RO RO RO RO RO
Balance at 3,503,554 446,787 71,500 1,246,048 160,862 5,428,751
1 January 2014
Additions 121,14 133,15! 14,85( 283,45 554,48¢ 1,107,09
Transfers 291,24 113,89! - 45,50¢ (450,643 -
Balance t 31 3,915,943 693,837 86,350 1,575,004 264,708 6,535,842
December 2014
Accumulated
Depreciation at 1 (730,831) (38,000) (16,525) (248,744 - (1,034,100)
January 2014
Depreciation expense (645,686) (86,296) (10,821) (280,414 - (1,023,217)
Accumulated
Depreciation at 31
December 2014 (1,376,517) (124,296) (27,346) (529,158 - (2,057,317)
Carrying value at 3 2,539,426 569,541 50,004  1,045846 264,708 4,478,525

December 2014
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16 Intangible assets
Software Capital Total
work in
progress
RO RO RO
Carrying value at 1 January 2015 1,845,025 65,369 1,910,394
Additions 187,831 206,788 394,619
Transfers 65,254 (65,254) -
Amortization (448,196) - (448,196)
Carrying value at 31 December 2015 1,649,914 2086 1,856,817
Software Capital Total
work in
progress
RO RO RO
Carrying value at 1 January 2( 1,919,824 381,44 2,301,27.
Additions 25,478 84,875 110,353
Transfers 400,953 (400,953) -
Amortizatior (501,230 - (501,230
Carrying value at 31 December 2 1,845,02! 65,36¢ 1,910,39.
17 Other assets
2015 2014
RO RO
Deferred tax asset (Note 34) 2,937,242 2,734,306
Profit receivable 894,759 730,281
Prepaid expen: 602,982 285,16(
Refundable deposits 88,588 88,588
Others 36,167 17,328
4,559,738 3,855,663
18 Inter-bank Wakala
2015 2014
RO RO
Local banks — foreign currency 2,695,000 11,126,500
Foreign banks — foreign currency maturing > arye 13,475,000 5,775,000
Foreign banks — foreign currency maturing < arye 770,000 -
16,940,000 16,901,500
19 Customer accounts
2015 2014
RO RO
Current accounts 70,860,728 48,525,291
Margin accounts 127,931 164,889
70,988,659 48,690,180
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21.1

Other liabilities

2015 2014

RO RO
Payment orders 8,220,721 6,237,985
Creditors and accruals 4,213,723 3,364,082
Profit payable 429,998 641,197
Others 228,521 60,994

13,092,963 10,304,258

Equity of unrestricted investment accountholders

2015 2014

RO RO

Unrestricted investment accountholders 73,597,787 42,280,807
Investment fair value reserve (23,263) (3,855)
Profit equalization reserve 727,885 126,690
Investment risk reserve 41,306 13,089

74,343,715 42,416,731

Unrestricted investment accounts comprise Mudadsgmsits accepted by the Bank. The funds receingd f
equity of unrestricted investment accountholdergehzeen commingled and jointly invested by the Bank

Basis of distribution the profit between owne’ equity and unrestricted investment accountholdes

The investment profits are distributed between aw/reguity and unrestricted investment accounthaldier the
year 2015 and 2014 as follows:

2015 2014

Percentage Percentage
Unrestricted investment accountholders s 50% 50%
Mudarib shar 50% 50%

The investment risk reserve at 10 percent is dedutom customer’s share after allocating the Mildsinare of
profit as per the approved policy in order to cagainst future losses of equity of unrestrictedestment
accountholders. Investment risk reserve will reteithe investment accountholders as per termsanditions
of Mudaraba contract.

The profit equalization reserve is the amount thekbappropriates in excess of the profit to berithisted to
equity of unrestricted accountholders before aliogathe Mudarib share of income to maintain aaertevel of
return. Profit equalization reserve will revertdwner equity and unrestricted investment accoudgrsl

The percentages of the profit allocation betweenew equity and unrestricted investment accoudrsl are
as follows:

Account type Participation factor 2015 average 2014 average
rate of return rate of return
RO UsSD RO RO
Saving accoul 20%- 40% 15% 0.30% 0.28%
One month tenure 46% - 50% 23%-25% 0.58% 0.52%
Three months tenul 51%- 55% 25.5%- 27.5% 0.74% 0.61%
Six months tenul 61%- 68% 30.5%- 34% 1.09% 0.79%
Nine months tenure 66% - 73% 33% - 36.5% 1.13% 0.84%
One year tenure 71% - 78% 355%-39%  1.29% 1.12%

Unrestricted investment accountholders are comnadhglith Bank funds for investment, no priority isagted
to any party for the purpose of investments andribligion of profits. The administration expenses anly
charged on the Bank expenses.
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23

24

25

Equity of unrestricted investment accountholdes (continued)

Equity of unrestricted investment accountholdes details
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Account type
2015 2014
RO RO
Saving account 62,347,468 35,396,40
Investment accounts:
One month 61,290 123,000
Threemonths 813,397 578,85:
Six month: 2,296,533 1,091,56:
Nine month 220,050 59,50(
One yes 7,859,049 5,031,48
73,597,787 42,280,807

Paid up capital

The authorized share capital of the Bank is OMR,300,000 and the issued and paid up capital is OMR

150,000,000, divided into 1,500,000,000 sharesmafrainal value of OMR 0.100 each.

At 31 December 2015, no shareholders’ of the Bamked 10% or more of the Bank’s paid up capital.

Share premium

This represent share premium of RO 2,091,192 oneisy the shares of the Bank through IPO. Expenses

incurred on issuance are netted off.

Reserves

Investment fair value reserve

The fair value reserve includes the cumulative aienge in fair value of the investment at fair eatbrough

equity net of tax.

Legal reserve

In accordance with the Commercial Company Law af4l8nnual appropriation of 10% of the net profit thee
year is required to be made to legal reserve soth time that accumulated reserve equals to drek ahthe

Bank paid up capital. Since the Bank is in lossegransfer has been made during the year.

Contingent liabilities and commitments

a) Contingent liabilities

2015 2014

RO RO
Letters of guarantee 19,181,545 11,042,630
Letters of credit 12,488,567 6,440,944
Acceptances 11,381,098 8,110,622
Bills for collection 189,174 360,797
Total contingent liabilities (a) 43,240,384 25,954,993
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Contingent liabilities and commitmentg(continued)

a) Contingent liabilities (continued)

The table below analysis the concentration of comtgent liabilities by economic sector:

Construction

Manufacturing

Service

Others

Total contingent liabilities (a)

b) Commitments

Unutilized limits
Total commitments (b)
Total contingent liabilities and commitments (a+b)

Sales receivables revenue

Retail
Corporate

ljara Muntahia Bittamleek revenue and ljara assets

ljara Muntahia Bittamleek — real estate
ljara Muntahia Bittamleek — equipment

ljarah Assets
Depreciation on ljara Muntahia Bittamleek assets
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2015 2014
RO RO
22,918,619 13,756,876
20,139,460 12,088,689
74,083 44,468
108,222 64,960
43,240,384 25,954,993
2015 2014
RO RO
43,695,851 25,268,41
43,695,851 25,268,413
86,936,235 51,223,406
Jointly-financed
31 31
December December
2015 2014
RO RO
3,078,638 1,551,426
415,441 286,578
3,494,079 1,838,00:
Jointly-financed
31 31
December December
2015 2014
RO RO
13,706,959 3,090,890
1,784,256 507,925
182,226 213,875
(10,474,451) (2,185,637)
5,198,990 1,627,053
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30

31

32

Profit from inter-bank Wakala investments

Inter-bank Wakala local
Inter-bank Wakala foreign

Profit from financial assets at fair value throughequity

Gains on sale of Sukuk
Sukuk profit
Profit on funds investment

Return on unrestricted investment accountholders bfere the Bank’s share as a Mudarib

Saving accounts
Investment accounts
Investment risk reserve
Profit equalization reserve

Bank’s income from its own investments and financig

Rental income from investment in real estate

Profit from financial assets at fair value throwegjuity
Profit from financial assets at amortized cost

Sales receivables revenue

ljara Muntahia Bittamleek revenue - net of depgon
Others

Revenue from banking services

Commissions income
Processing fees
Service charges
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Jointly-financed

31 31
December December
2015 2014
RO RO
4,523 33,624
301,329 864,81
305,852 898,44
Jointly-financed
31
Decembe 31 Decemb
201 201«
RO RO
7,53¢ 472,137
51,16¢ 589,832
136,47( -
195,17 1,061,969
31 31
December Decembe
2015 201«
RO RQC
239,848 131,80
314,032 91,22¢
28,217 10,76¢
601,195 121,82
1,183,292 355,62
1,134,000 1,134,00
42,238 67,980
360,694 350,00:
41,407 26,932
106,943 41,971
- (751)
1,685,282 1,620,134
538,963 131,570
506,514 192,075
331,715 423,439
1,377,192 747,084
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34.2

Operating expenses
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31 31
December December
2015 2014
RO RO
Staff cost 9,285,636 8,864,749
Rent expense 857,229 766,589
Advertisement 625,037 776,692
Operational leasing 291,401 381,421
Maintenance expense 536,442 357,766
Security and cleaning 250,522 229,360
Professional and consulting charges 159,471 228,504
Boards expenses 101,023 117,075
Government fee 147,721 146,997
Printing and stationery 46,671 134,580
Telephone, electricity and water 447,142 435,947
Traveling expense 53,124 47,841
Subscription expense 82,065 86,091
Cards expense 464,389 254,408
Others 448,092 416,995
13,795,965 13,245,015
Income tax
Recognised in the statement of income
Deferred income tax (208,151) (1,036,707)
(208,151) (1,036,707)

The Bank is subject to income tax at the rate &b I# taxable profits in excess of RO 30,000 cal@daon
the basis of International Financial Reporting 8tad (“IFRS”) accounting. The tax losses are abéélao
carry forward for a period of 5 years and will Bdized against the future taxable profits. Witlieet from 1
January 2016in addition to other changes the Bank will be sabje income tax at a rate of 15% (2015:

12%).

Reconciliation

The following is a reconciliation of income taxedaulated at the applicable tax rate with the inedax

expense:

31 31
December December

2015 2014

RO RO

Loss as per financial statements (5,468,393) (8,745,468)
Tax asset at the rate mentioned above (656,207) (1,049,457)
Non-deductible expenses and other permanent diifese 75,530 18,791
Tax exempt revenues - (6,041)
Deferred tax not recognized 372,526 -
Total (208,151) (1,036,707)
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34 Income tax(continued)

34.3 Net deferred tax asset routed throughatement of income are attributable to the followirg items:
Deferred tax asset are attributable to the folfmtems:
AsatlJan Recognized Unrecognized As at31 Dec

2015 in income in income 2015
RO RO RO RO
Property, plant and equipment (263,380) (135,392) 135,487 (263,285)
General provision 179,247 (127,913) 189,211 240,545
Other provision 5,990 - - 5,990
Losses carried forward 2,807,234 471,456 47,828 3,326,518
Net deferred tax asset 2,729,091 208,151 372,526 3,309,768

As at 1 Jan Recognized Unrecognized  As at 31 Dec

2014 in income in income 2014
Property, plant and equipment (230,418) (32,962) - (263,380)
General provision 51,567 127,680 - 179,247
Other provision - 5,990 - 5,990
Losses carried forward 1,871,235 935,999 - 2,807,234
Net deferred tax ass 1,692,384 1,036,707 - 2,729,091

Deferred tax asset and liabilities recognizedtabeareporting date are in the amount of RO 2287,
Deferred tax asset and liabilities routed throogimers’ equity are attributable to the followingrits:

AsatlJan Recognized As at31Dec

2015 in equity 2015

RO RO RO

Change in fair value 5,215 (5,215) -
Net deferred tax assets 5,215 (5,215) -

35 Net assets per share

Net assets per share is calculated by dividinggiexssets at the year-end by number of sharesiodisg at the
end of reporting period

2015 2014

RO RO

Net assets (RO) 126,673,990 132,043,262
Number of shares outstanding 1,500,000,000 1,500,000,000
Net assets per share 0.084 0.088

36 Loss per share basic and diluted

The calculation of basic and diluted loss per siebased on the loss for the year attributablerdinary
shareholders is as follows:

Loss for the year (RO) (5,260,242) (7,708,761)
Weighted average number of shares outstandingglthiznyear 1,500,000,000 1,500,000,000
Loss per share basic and diluted (RO) (0.004) (0.005)

Loss per share basic and diluted has been deriyeéiviting loss for the year attributable to theuwstholders’ by
weighted average number of shares outstandingh&® tare no dilutive potential shares, the dilltess$ per
share is same as the basic loss per share.
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37

Segment reporting

For management purposes, the Bank is organisedhree operating segments based on business uditara as
follows:

Retail banking offers various products and facilities to individigustomers to meet everyday banking needs.
Corporate banking delivers a variety of products and services tgomte and SMEs customers that includes
financing, accepting deposits, trade finance aneiga exchange.

Treasury and investment bankingprovides a full range of treasury products andiises including money
market and foreign exchange to the clients in &dito managing liquidity and market risk, in adlalit to asset
management corporate advisory and investment ptethigh net worth individuals and institutionalecits.

Management monitors the operating results of tlgadimg segments separately for the purpose ofnrgalécisions
about resource allocation and performance assess®egment performance is evaluated based on opgrat
profit or loss which in certain respects is meagudéferently from operating profit or loss in tHamancial
statements. The costs incurred by the central fumgtare managed on a overall basis and are rautasdid to
operating segments.

Segment information is as follows:

31 December 2015 Retail Corporate Treasug Others Total
banking banking .
investment

RO RO RO RO RO
Total revenue (joint) 6,045,222 3,517,094 501,129 - 10,063,445
Return on unrestricted
investment (896,195) - - - (896,195)
accountholders
Profit paid on Wakala - (362,813) (53,781) - (416,594)
Bank’s share in income
from investment as a 5,149,027 3,154,281 447,348 - 8,750,656
Mudarib and Rabul Maal
Bank’s income from its
own investments and 148,351 - 1,536,931 - 1,685,282
financing
Other operating income 365,641 927,087 184,298 - 1,477,026
Total Revenue 5,663,019 4,081,368 2,168,577 - 1,912,964
Staff cost 6,255,415 1,627,657 1,402,564 - 9,285,636
Other operating 3,299,904 567,974 642,451 ; 4,510,329
expense
Depreciation &
Amortization 1,058,130 244,634 278,091 - 1,580,855
General and specific
provision 1,070,784 1,028,078 (94,325) - 2,004,537
Total expense 11,684,233 3,468,343 2,228,781 - 17,381,357
Net (los<)/profit before tax (6,021,214 615,028 (60,204 - (5,46¢€,393
Income tax - - - 208,151 208,151
Net (loss)/profit after tax (6,021,214) 613,025 60,204) 208,151 (5,260,242)
Total Assets 165,881,820 103,104,583 66,752,643 10,355,056 346,094,102
Total Liabilities & Equity
of investment 125,908,119 63,479,030 16,940,000 13,092,963 219,420,112

accountholders
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37 Segment reporting(continued)
31 December 2014 Ret‘all Corpor_a te '!'reasury & Others Total
banking banking investment
RO RO RO RO RO
Total revenue (joint) 2,487,721 1,088,801 1,960,560 - 5,537,082
Return on unrestricted
investment accountholders  (243:609) ) ) ) (243,609)
Profit paid on Wakala - (6,771) (175,958) - (182,729)
Bank’s share in income
from investment as a 2,244,112 1,082,030 1,784,602 - 5,110,744
Mudarib and Rabul Maal
Bank’s income from its
own investments and 68,904 - 1,551,230 - 1,620,134
financing
Other operating income 175,922 550,870 60,049 - 786,841
Total Revenue 2,488,938 1,632,900 3,395,881 - 7,517,719
Staff cost 5,966,624 1,432,287 1,465,838 - 8,864,749
Other operating 3,150,388 584,953 644,925 - 4,380,266
expense
Depreciation &
Amortization 943,992 272,727 307,728 - 1,524,447
General provision 925,580 473,820 94,325 - 1,493,725
Total expense 10,986,584 2,763,787 2,512,816 - 16,263,187
Net (loss)/profit before tax (8,497,646) (1,130,887) 883,065 - (8,745,468)
Income tax - - - 1,036,707 1,036,707
Net (loss)/profit after tax (8,497,646) (1,130,887 883,065 1,036,707 (7,708,761)
Total Assets 81,066,143 54,449,598 107,345,608 0,244,582 253,105,931
Total Liabilities & Equity
of investment 79,266,527 14,590,384 16,901,500 10,304,258 ,0621669

accountholders
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38 Financial instruments

(a) Fair values of financial instruments

Fair value is an amount for which an asset couleéxshanged, or a liability settled, between knogtable,
willing parties in an arm’s length transaction. Gequently, differences can arise between carryaigevand
fair value estimates. As at the reporting date fiie values of the Bank’s financial instruments aret
significantly different from their carrying values.

(b) Fair values of financial instruments valuation hrehy

The Bank measures fair values using the followaigalue hierarchy that reflects the significanf¢he inputs
used in making the measurements. This fair valseature is divided into three levels as follows:

Level 1 portfolio
Level 1 assets and liabilities are typically examantraded positions and some government bondedrad
active markets. These positions are valued usiagljusted quoted prices in active markets.

Level 2 portfolio

Fair value is determined using valuation technicheesed on valuation models with directly or indilgmarket
observable inputs. These valuation techniques decldiscounted cash flow analysis models, optiocinyi
models, simulation models and other standard modetamonly used by market participants. Valuation
techniques incorporate assumptions that other rhadicipants would use in their valuations, sashdiscount
rates, default rates, credit spreads and optioatilibes. These inputs need to be directly or iadily observable

in order to be classified as level 2.

Level 3 portfolio

Level 3 assets are valued using techniques sitail#tose outlined for level 2, except that if thetiument has
one or more inputs that are unobservable and ggnif to the fair value measurement of the instmimnie its
entirety, it will be classified as level 3.

If the inputs used to measure the fair value ohsset or a liability might be categorized in diéfierr levels of the
fair value hierarchy, then the fair value measuneni® categorized in its entirety in the same lesfethe fair
value hierarchy as the lowest level input thaigsificant to the entire measurement.

The Bank recognizes transfers between levels ofdihevalue hierarchy at the end of the reportiegiqd during
which the change has occurred.

Transfer between Level 1 and 2
There were no transfers between level 1, level®2lavel 3 of the fair value hierarchy of investmeaturities
during the year.

Level 1 Level 2 Level 3 Total

RO RO RO RO
Financial assets at fair value through equity 12,65911 5,358,039 - 18,011,950
Investment in real estate - 14,175,000 - 14,175,000
Total financial assets at 31 December 2015 12,65B]19 19,533,039 - 32,186,950
Level 1 Level 2 Level 3 Total

RO RO RO RO
Financial assets at fair value through equity 2,129 309,787 - 2,439,507
Investment in real estate - 14,175,000 - 14,175,000

Total financial assets at 31 December 2014 2,199,7214,484,787 - 16,614,507
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39 Related party transactions

In the ordinary course of business, the Bank cosdu@nsactions with certain of its directors’ amd/
shareholders’ and companies over which they are tabéxert significant influence. The aggregate @amm of
balances with such related parties are as follows:

No specific provisions has been established ineetspf the financing given to related parties

Principal Sharia’a Senior
31 December 2015 shareholders Board management Total
RO RO RO RO
Sales receivables & other receivables 843,73: 22,992 151,87( 1,018,596
ljara Muntahia Bittamleek 4,286,523 - 519,78! 4,806,308
Wakala Bil Istethmar 8,759,658 - - 8,759,658
Customers' accounts 2,828,775 26,203 270,545 3125,52:
Unrestricted investment
accountholders 1,059,804 32,030 172,254 1,264,088
Principal Sharia’t Senior
31 December 2014 shareholders Board management Total
RO RO RO RO
Sales receivables 853,029 - 140,647 993,676
ljara Muntahia Bittamlee 1,183,99 - 380,47: 1,564,46!
Wakala Bil Istethmar 10,000,000 - - 10,000,000
Customers' accounts 2,626,682 12,147 189,534 2,828,363
Unrestricted investment 1,270,310 15,742 183,028 1,469,080

accountholders

The statement of income includes the following antsin relation to transactions with related pattie

Principal Sharia Senior
shareholders Board management Total
31 December 2015
RO RO RO RO
Profit account 622,194 576 16,260 639,030
Commission income 3 - - 3

Operating expenses
- Staff expense - - 1,095,639 1,095,639
- Other expense 49,200 51,823 - 101,023

Principal  Sharia Senior
shareholders Board management Total
31 December 2014
RO RC RO RO
Profit account 97,482 - 12,706 110,188
Commission income 18 - 21 39
Operating expenses 50,000 67,075 1,118,152 1,235,227
- Staff expense - - 1,114,534 1,114,53.

- Other expenses 50,000 67,075 3,618 120,693
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40 Financial risk management

The Bank’s activities expose it to a variety ofafintial risks. The management’s aim is to achievapgmopriate
balance between risk and return, and minimize pislesddverse effects on its financial performantiee Bank's
risk management program is designed to set outotlearching philosophy, principles, requirementsl an
responsibilities for a sound approach to risk ogits management and on-going internal control i@sse
required within the Bank. All risk management pigand systems are regularly reviewed to refleanges in
markets, products and emerging best practice. Riakagement is carried out by the Bank under pglicie
approved by the Board of Directors. Risk policigplain the Bank’s underlying approach to risk maragnt,
roles and responsibilities of the key players gk ninanagement process as well as outlines toolsezhdiques
for management of risks. The principal risks assed with the banking business are: credit risk;ketarisk,
liquidity risk and operational risk.
The high-level risk framework mainly addressesfti@wing:

e The oversight of board and senior management

» Overall policy approach of the Bank to establisk @ppetite/tolerance, procedures and limits

< Identification, measurement, mitigation, contrajliand reporting of risks

* Risk MIS at the bank wide level

The risk management processes have been effebtivaghout the year and members of Senior Management
and Board of Directors have remained active andlimd in maintaining risk profile of the Bank atcaptable
level and adequate capital is held as per the asmyi requirements.

Credit risk

Credit risk is the risk that a customer or courdetypmay not settle an obligation for full valué&her when due
or at any time thereafter. This risk arises froneptal that a customer or counterparty’s willinga¢o meet an
obligation or its ability to meet such an obligatis impaired, resulting in an economic loss to Baak. Credit
risk management, administration and control areiedrout by risk management teams, which reporthto
Board Governance, Risk and Compliance Committee. Bénk has well defined credit structures underctvhi
credit committees, comprising of senior officerghwviequisite banking background, critically scrigen and
sanction financing up to the delegated authoritye Bank’'s exposure to credit is managed on an il
counterparty basis, as well as by groups of copatées that share similar attributes. To redueeptbtential of
risk concentration, counterparty limits, group esy@ limits, and industry limits are monitored ight of
changing counterparty and market conditions. Adlditr decisions are taken as per the Bank’s creditpolicies
and CBO regulations and are monitored accordingbty. purpose of capital charge, the Bank uses Basel
Standardardized approach.

Types of Credit Risk

Credit risk arises mainly on sales receivablesaljduntahia Bittamleek, Wakala Bil Istethmar, dvenfi banks,

investment in Sukuk and securities, investmentsdtestate and interbank wakala.

Sales Receivable and Other Receivables

The Bank finances these transactions based onttuctgres:

1) Murabaha: In this structure, the Bank buys an as&@th represents the object of the Murabaha ard th
Bank resells this asset to the customer (beneficetra profit. The sale price (cost plus the grofargin) is
repaid in instalments by the customer over theegperiod. The transactions are secured at alstingethe
object of the Murabaha (in case of real estateaatd finance) and other times by a total collatpeadkage
securing the facilities given to the client.

2) lstisna: This is a sale agreement between the Bartke seller and the customer as the ultimatehpeer
whereby the Bank undertakes to have manufactureddguire) goods and sell it to the customer for an
agreed upon price on completion at future dateisfia) stated net of deferred profits and provision
impairment.

ljara Muntahia Bittamleek
This is a lease whereby the legal tittle of theséshasset passes to the lessee at the end oathdléase) term,
provided that all ljara Instalments are settled.

Wakala Investments

This is an investment in which the Bank, in its aeify as the “Muwakkil” (Principal) appoints thestamer as
“Wakeel” (Agent) to manage the invested fund amonr8haria-compliant activities that may be entdred, as
agreed, by the Wakeel on behalf of the Muwakkile Tivestment amount is not guaranteed while thétpete

is anticipated and cannot be fixed. Therefore utingost care is taken before taking any exposure.
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40 Financial risk managementi(continued)
Credit risk (continued)

The analysis of credit portfolio is given below:

(a) Geographical concentrations
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Assets Liabilities
banks & Investments . ' Contingent
Gross . unrestricted Interbank LT
Interbank . ) in Sukuk & liabilities and
financing o IAH and Wakala )
Wakala securities commitments
. customer
investment
Wakala
31
December RO RO RO RO RO RO
2015
sf”gﬂ;t]e 712,268 281,968,735 14,421,978 188,641,221 5060 80,915,991
Other
GCC 9,188,592 2,406,250 8,197,539 14,245,000 581064
countries
Europe
and
884,680 715,501 501,126 - 4,734,857
North
America
Africa 5 154,611 . 1,891,307 . 127,333
and Asia
Total 12,940,151 285,090,486 25,011,950 188521, 16,940,000 86,936,235
Assets Liabilities
Due from Current,
banks & Gross Investments  unrestricted Interbank Contingent
Interbank . - in Sukuk & IAH and liabilities and
financing . Wakala .
Wakala securities customer commitments
investment Wakala
31
December RO RO RO RO RO RO
2014
Sfu(l;?;]:;e 20,061,719 140,741,369 7,057,210 93,720,987 11,126,500 36,509,007
Other
GCC 1,314,208 2,662,919 2,382,297 - 5,775,000 1,957,119
countries
Europe
and North 31,341,088 2,472,268 - - - -
America
Africa 6 016,652 : : : : 12,757,280
and Asia
Total 58,733,667 145,876,556 9,439,507 93,720,987 16,901,500 51,223,406
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40 Financial risk management (continued)

Credit risk (continued)

(b) Customer concentrations
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Assets Liabilities
Due from Current,
banks & unrestricted
Interbank Investments IAH and Contingent
Wakala Gross in Sukuk & customer Interbank liabilities and
investment Financing securities Wakala Wakala commitments
31 December
2015 RO RO RO RO RO RO
Personal - 179,782,727 - 125,290,123 - 35,126
Corporate 12,940,151 105,307,759 15,025,537 6,810 16,940,000 84,750,483
Government - - 9,986,413 11,474,988 - 2,15®62
Total 12,940,151 285,090,486 25,011,950 188521, 16,940,000 86,936,235
Assets Liabilities
Due from Current,
banks & Gross Investments unrestricted Interbank Contingent
Interbank in Sukuk & IAH and liabilities and
o Wakala )
Wakala . . securities customer commitments
investment Financing Wakala
31 Decembe
2014 RO RO RO RO RO RO
Personal - 90,642,873 - 79,295,492 - 34,170
Corporate 58,733,667 55,233,683 7,366,997 14,425,495 16,901,500 51,189,236
Government - - 2,072,510 - - -
Total 58,733,667 145,876,556 9,439,507 93,720,987 16,901,500 51,223,406
(c) Economic sector concentrations
Assets Liabilities
Due from Investments Gross financing Current, Contingent
banks and in Sukuk & unrestricted liabilities and
interbank securities IAH and commitments
Wakala customer
Wakala
RO RO RO RO RO
31 December 2015
Personal - - 179,782,727 125,290,123 -
Construction - - 23,786,482 266,279 19,607,620
Manufacturing - - 715,501 6,492 17,325,000
Communication and - - i - -
utilities
Financial services 12,940,151 1,153,845 - - -
Government - 9,986,413 - 11,474,988 5,000,000
Other services - - 3,985,265 450,225 9,739,998
Others - 13,871,692 76,820,511 51,153,114 35,263,617
12,940,151 25,011,950 285,090,486 188,641,221 86,936,235
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40 Financial risk management (continued)

Credit risk (continued)

(c) Economic sector concentrationgconti nued)
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Assets Liabilities
Due from Investments in  Gross financing Current, Contingent
banks and Sukuk & unrestricted liabilities and
interbank securities IAH and commitments
Wakala customer
Wakala
RO RO RO RO RO
31 December 2014
Personal - - 90,642,873 79,295,492 -
Constructiol - - 7,262,12. 6,100,12 30,747,19
Manufacturing - - 2,472,268 117,338 17,825,002
Communication and utilities - - - 137,209 -
Financial services 58,733,667 - - -
Governmer - 2,072,511 - - -
Other service - - 2,662,91 599,70 2,248,12!
Others - 7,366,997 42,836,374 7,471,117 403,08
58,733,667 9,439,507 145,876,556 93,720,987 814PB
(d) Gross credit exposure
2015 201¢
RO RO
Gross financing 285,090,486 145,876,556
Investments irSukuk & securitie! 25,011,950 9,439,50
Total 310,102,436 155,316,063
(e) Geographical distribution of exposures:
Sultanate of Other
Oman countries Total
RO RO RO
31 December 2015
Gross Sales receivables 88,687,651 715,501 89,403,152
Gross ljarah Muntahia Bittamleek 155,253,276 2,40850 157,659,526
Gross Wakala Bil Istethmar 38,027,808 - 38,027,808
Investments in Sukuk & securities 14,421,978 10,589,972 25,011,950
Due from banks and interbank Wakala 712,268 12,227,883 12,940,151
Total 297,102,981 25,939,606 323,042,587
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40 Financial risk management (continued)

Credit risk (continued)
(e) Geographical distribution of exposuregcontinued)
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Sultanate of Other
Oman countries Total
RO RO RO
31 December 2014
GrossSales receivabli 58,188,33 2,472,26 60,660,60.
Gross ljarah Muntahia Bittamleek 64,703,037 2,862, 67,365,954
Gross Wakala Bil Istethmar 17,850,000 - 17,850,00
Investments in Sukuk & securities 7,057,211 2,382,29 9,439,507
Due from banks and interbank Wakala 20,061,719 38,671,948 58,733,667
Total 167,860,300 46,189,430 214,049,730
() Industry type distribution of exposures by maor types of credit exposures:
Due from Gross Sales Gross Gross  Investment Total Off
banks and receivables ljarah Wakala in Sukuk & balance
interbank Muntahia Bil securities sheet
Wakala Bittamleek Istethmar exposures
RO RO RO RO RO RO RO
31 December 2015
Construction - 1,516,864 6,769,618 15,500,000 - 7BH,482 19,607,620
Electricity, gas and - 3,313,116 1,544,536 6,168,150 - 11,025,802,829,198
water
Financial institutions 12,940,151 - - - 1,153,845 14,093,996 -
Services - 258,614 3,726,651 - 3,985,269,739,998
Personal financing - 78,847,303 100,935,424 - - 9B2,727 -
Government - - - - 9,986,413 9,986,413 5,000,000
Non-resident financing - 715,501 2,406,250 - - 3,121,751 -
Others - 4,751,754 42,277,04716,359,65 13,871,692 77,260,151 44,759,419
12,940,151 89,403,152 157,659,526 38,027,808 25,011,950 323,042,587 86,936,235
Due from Gross Sales Gross ljarah Gross  Investment Total Off
banks and receivables assetsand Wakala in Sukuk & balance
interbank ljarah Bil securities sheet
Wakala Muntahia Istethmar exposures
Bittamleek
RO RO RO RO RO RO RO
31 December 2014
Construction - 1,385,355 3,026,769 2,850,000 - ZPr®H 30,747,195
Electricity, gas and wat - 178,60: 297,13( - - 475,73 338,12¢
Financial institution 58,733,66 - - - 57,21( 58,790,87 -
Services - - - - - - 2,248,125
Personal financing - 54,496,120 36,146,753 - - 64p3873 -
Governmer - - - - 2,072,511 2,072,511 -
Non-resident financin - 2,472,26: 2,662,91 - - 5,135,18! -
Others - 2,128,257 25,232,385 15,000,000 7,309,787 49,670,430 17,889,963
58,733,667 60,660,602 67,365,954 17,850,000 9,439,507 214,049,730 51,223,406
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40 Financial risk management (continued)

Credit risk (continued)

(g) Residual contractual maturities of the portfoio by major types of credit exposures:

Page 37

Due from Gross
banks and Gross ljarah Gross Investment Off
interbank assets and Wakala . balance
Sales ; ) in Sukuk & Total
Wakala . ljarah Bil " sheet
receivables . securities
Muntahia Istethmar exposures
Bittamleek
RO RO RO RO RO RO
31 December
2015
Upto 1 month 12,940,151 2,860,128 4,782,696 6,500,000 5,416,417 32,499,392 19,640,617
1 - 3 months - 4,816,804 1,596,984 11,918,150 - 18,331,938 10,330,474
3 - 6 months - 6,120,067 2,531,091 5,250,000 - 13,901,158 1,616,175
6 - 9 months - 5,161,303 2,152,921 - - 7,314,224 8,061,946
9 - 12 months - 4,875,547 2,482,224 600,000 - 7,957,771 40,701,949
1-3years - 32,714,322 23,702,116 5,000,000 - 61,416,438 4,456,105
3 -5 years - 18,670,560 28,192,568 8,759,658 11,327,601 66,950,387 1,936,469
Over 5 years - 14,184,421 92,218,926 - 8,267,932 114,671,279 192,500
12,940,151 89,403,152 157,659,526 38,027,808 25,011,950 323,042,587 86,936,235
Due from Gross ljarah Off
banks and Gross Sales assets and Gross Investment balance
interbank receivables ljarah Wakala Bil in Sukuk & Total sheet
Wakala Muntahia Istethmar securities EXDOSUTES
Bittamleek P
RO RO RO RO RO RO
31 December
201¢
Upto 1 month ~ 38,906,167 1,331,227 269,482 1,000,000 366,997 41,873,873 3,541,524
1 - 3 months 4,235,000 2,562,311 962,498 1,850,000 - 9,609,809 7,936,089
3 - 6 months 6,545,000 3,720,815 1,238,030 - - 11,503,845 7,050,849
6 - 9 months 5,967,500 4,166,902 1,459,373 - - 11,593,775 10,343,086
9-12 months 3,080,000 3,699,351 1,709,923 - - 8,489,274 6,500
1-3years - 22,211,810 12,710,811 5,000,000 - 39,922,621 22,345,358
3 -5 years - 13,005,109 13,045,338 - 7,000,000 33,050,447 -
Over 5 years - 9,963,077 35,970,499 10,000,000 2,072,510 58,006,086 -
58,733,667 60,660,602 67,365,954 17,850,000 9,439,507 214,049,730 51,223,406
(h) Distribution of impaired financing, past dueand not past due financing by type of industry:
N Specific G |
. on- isi held eneral
provisions he
Pef:"rf]%rr?gli?]g performing provisions
9 financing held
31 December 2015 RO RO RO RO
Personal financing 179,777,053 5,674 1,419 2,348,494
Non-resident corporate financing 3,121,751 - ) 31,122
Resident corporate financing 102,061,158 124,850 31,213 1,515,740
284,959,962 130,524 32,632 3,895,356
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Credit risk (continued)
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Distribution of impaired financing, past due and rot past due financing by type of industry(continued)

Performin Non- Specific General
fi Ing performing 9P provisions
inancing financing provisions held held

31 December 2014 RO RO RO RO
Personal financing 90,642,873 - - 1,279,129
Non-resident corporate financing 5,135,185 - ) 50,482
Resident corporate financing 50,098,498 - - 499,515

145,876,556 - - 1,829,126

i) Distribution of impaired financing and past due financing by geographical distribution:
i) Distributi fi ired fi i d due fi ing b hical distributi

Performin Non- Specific General

financing performing provisions provisions

9 financing held held

31 December 2015 RO RO RO
Sultanate of Oman 281,838,211 130,524 32,632 3,864,234
Other countries 3,121,751 - 31,122
Total 284,959,962 130,524 32,632 3,895,356

Performin Non- Specific General

financing performing provisions provisions

9 financing held held

31 December 2014 RO RO RO RO
Sultanate of Oman 140,741,371 - - 1,778,643
Other countries 5,135,185 - i 50,483
- 1,829,126

Total 145,876,556 -
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Financial risk management(¢ontinued)

Credit risk (continued)

(j)) Maximum exposure to credit risk without consteration of collateral held:

2015 2014
RO RO
Due from banks and interbank Wakala investments 12,940,151 58,733,667
Investment in Sukuk and securities 25,011,950 9,439,507
Gross Financing 285,090,486 145,876,556
323,042,587 214,049,730

Off-balance sheet items
Financial guarantee 19,181,545 11,042,630
Financial letter of credits 12,488,567 6,440,944
Acceptances 11,381,098 8,110,622
Bills for collection 189,174 360,797
Commitments 43,695,851 25,268,413
86,936,235 51,223,406

Liquidity risk

Liquidity risk is the potential inability to meete¢ Bank’s liabilities as they become due. It arisben the Bank
is unable to generate cash to cope with a dediiieposits or increase in assets.

Bank’s Liquidity Risk Management is governed by thquidity Risk Management Policy document approved
by the Board of Directors as well as the provisiohselevant CBO guidelines on liquidity risk maeagent.
The Liquidity risk policy also incorporates contamgy plans and measures so as the Bank is alwaypadsition

to meet all maturing liabilities as well as to fuasket growth and business operations. The Comiiygeunding
Plan includes effective monitoring of the cash #own a day to day basis, holding of tradable higgiity liquid
assets, which may be readily liquidated in sizeat®unt etc. The Bank also has in place adequags bf
credit from both local and international Banks teethany unforeseen liquidity requirements.

The Bank monitors its liquidity risk through cadbowi approach and stock approach. Under cash flqwogeh
Bank generates Maturity of Assets and LiabilitiddAL) report which captures all the maturing assetsl

liabilities into various pre-set time buckets ramgifrom one month to five years. The mismatchesairous
time buckets indicate liquidity gap and Bank slyietdheres to the limit set with respect to varitioge buckets
as set out in Bank’s Risk Appetite and Strategye®tant. Under stock approach, Bank monitors theidity

risk through liquidity ratios, which portrays thiguidity available at the reporting date. In addlitito this, the
Bank also monitors and report liquidity in line wBasel 11l ratios that includes Liquidity Coveragatio (LCR)
and Net-Stable Funding Ratio (NSFR).

Treasury department of the Bank and Asset Liab@immittee (ALCO) controls and monitors the liqtydiand
ensures that the Bank is not exposed to unduelliguisk and at the same time makes optimum usts éfinds.

The Bank manages the liquidity risk based on eséthanaturities using the guidelines provided by @eatral
Bank of Oman for the estimates. The table belowesgnts cash flows receivable to and payable by#rk
under assets and liabilities by estimated remaimaturities at the balance sheet date.
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Financial risk managemenfcontinued)
Liquidity risk ( continued)

Maturity profile of assets and liabilities

Due on
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demand More than More than More than
lmonthto 6 months to 1lyearto Over5 years Total
and up to
6 months 12 months 5 years
30 days

RO RO RO RO RO RO
31 December 2015
Cash and balances with -, 37, 43¢ i i - 253106 14,625,542
Central Bank of Oman
Inter-bank Wakala and 12,940,151 ) ) ) ) 12,940,151
Due from banks
Financing to customers 13,408,803 31,218,284 13,300 111,468,024 99,391,102 268,986,404
Financial assets at fair 5,416,417 - - 4,327,601 8,267,932 18,011,950
value through equity
Financial assets at
amortized cost - - - 7,000,000 - 7,000,000
Investment in real estate - 14,175,000 - - - 14,175,000
Intangible asset - - - - 1,856,817 1,856,817
Property and equipment - - - - 3,938,500 3,938,500
Other assets 334,101 705,499 193,198 3,208,242 118,698 4,559,738
Total assets 46,471,908 46,098,783 13,693,389 %867 113,826,155 346,094,102
Interbank Wakala 3,465,000 - - 13,475,000 - 16,9000
Customer accounts,
Wakala and 17,798,665 46,412,952 36,038,728 51,373,734 36993, 188,617,958
unrestricted
accountholders
Other liabilities 4,300,841 - 1,871,317 6,920,805 - 13,092,963
Investment risk and
profit equalization - - - - 769,191 769,191
reserve
Owners’ equity - - - - 126,673,990 126,673,990
Total liabilities, equity
of unrestricted
investment 25,564,506 46,412,952 37,910,045 71,769,539 1646087 346,094,102
accountholders and
owners’ equity
Net gap 20,907,402 (314,169) (24,216,656) 54,233,32(50,610,905) -
Cumulative net gap 20,907,402 20,593,233 (3,623,423) 50,610,905 -
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40 Financial risk managemer{tontinued)
Liquidity risk ( continued)

Maturity profile of assets and liabilities (continued)

demgrlﬁ::d More than  More than More than 1
up 10 30 1monthto 6 6 months to yearto Over 5 years Total
P d months 12 months 5 years
ays
RO RO RO RO RO RO
31 December 2014
Cash and balances with ) 595 765 - - - 195,997 25,091,759
Central Bank of Oman
Inter-bank Wakala and 38,906,167 10,780,000 8,953,175 - - 58,639,342

Due from banks
Financing to customers 2,369,401 9,223,161 9,861,4260,981,899 53,139,854 135,515,741

Financial assets at fair

. 366,997 - - - 2,072,510 2,439,507
value through equity
Financial assets at ) ) ) ) 7,000,000 7,000,000
amortized cost
Investment in real estate - - 14,175,000 - - 14,00%
Intangible asset - - - - 1,910,394 1,910,394
Property and equipment - - - - 4,478,525 4,478,525
Other assets 411,276 249,724 371,769 2,734,306 888,5 3,855,663
Total assets 66,949,603 20,252,885 33,301,370 6203 68,885,868 253,105,931
Interbank Wakala 12,666,500 4,235,000 - - - 16,900
Customer accounts and
unrestricted 11,722,012 24,442,783 16,808,388 17,698,205 23/a45, 93,717,132
accountholders
Other liabilities 10,289,480 14,778 - - - 10,304825
Invest_me_nt risk and profit ) ) ) ) 139,779 139,779
equalization reserve
Owners’ equity - - - - 132,043,262 132,043,262

Total liabilities, equity of
unrestricted investment
accountholders and
owners’ equity

34,677,992 28,692,561 16,808,388 17,698,205  155/838 253,105,931

Net gap 32,271,611  (8,439,676) 16,492,982 46,008,0086,342,917) -
Cumulative net gap 32,271,611 23,831,935 40,324,917 86,342,917 - -
Market risk

Market risk is the risk of loss due to unfavourabtevements in market factors such as rates of metur
exchange rates, commodities and equity prices.BEmM's Market risks arise generally due to operitjurs

in foreign currencies, holding common equity, anged return products. All such instruments and
transactions are exposed to general and specifikahmovements. For purpose of Capital Charge Btk
uses Basel Il standardized Approach.

The Bank seeks to mitigate market risk by emplowtrgtegies that correlate rate and price movenadrits
earning asset and liabilities. The Bank has AsaetsLiability Committee (ALCO) which monitors Marke



and Liquidity Risk on regular basis. The detailsnoérket risk faced by the bank are discussed in the
following notes.
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Financial risk managemenfcontinued)
Market risk (continued)
(@ Currency risk

Currency risk is the risk of loss resulting froradluations in foreign exchange rates. Changesrireccy rates
affect the value of assets and liabilities denomeidan foreign currencies and may affect revenues fforeign
exchange dealings.

The Bank undertakes currency risk mostly to supip®trade finance services and cross-border FXsxes. It
maintains overall foreign exchange risk positioriite extent of statutory Net Open Position limiegoribed by
CBO. The major foreign currency to which the Baslekposed is the US Dollar which is effectively ged to
Omani Rial. The Bank finances a significant portadrits financial assets in the same currenciethaselevant
measurement currencies to mitigate its foreignenay risk. Foreign Exchange Risk exposures are gehas
per Bank's Risk Management policies.

Exposure limits such as counterparty and curremoytd are also in place in accordance with the Bmank
approved policies to limit risk and concentratiortlie acceptable levels.

The foreign currency exposures are given below:

Foreign currency exposures

2015 2014

RO RO

Net assets denominated in US Dollars (2,273,507) 27,619,307
Net assets denominated in other foreign currencies 174,580 461,669

(b) Rate of Return Risk

Rate of Return Risk is the risk of deviations innéi@gs or economic value due to adverse movemetiteofield
curve. It is inherent primarily to the banking bawolkinly through advances and deposits portfolio.

The profit rate exposure of the Bank arises dumismatches between contractual maturities or rergyiof on
and off-balance sheet assets and liabilities. Hddressed by an Asset and Liability Committee (@)Ghat
reviews the profit rate dynamics at regular intés\end decides re-pricing of assets and liabiligasuring that
the spread of the Bank remains at an acceptaldd lev

The sensitivity of the statement of income is tffea of the assumed changes in profit rates oredraing for
one year, based on the variable profit rate natirigafinancial assets and financial liabilities dhelt reporting
date.

The following table demonstrates the sensitivityatoeasonable possible change in profit rates, alittother
variables held constant.

Impact on earnings due to profit rate risk in thebanking book

2015 2014

RO RO

+200 bp. 593,000 1,800,07!
+100 bps 297,000 900,037
-200 bps (593,000) (1,800,075)

-100 bp: (297,000) (900,037
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Market risk (continued)
Rate of Return Risk(continued)

Profit rate sensitivity gap

Sensitivity to profit rates arises from mismatchethe period to repricing of assets and that efdbrresponding
liability. The Bank manages these mismatches by piglicy guidelines and reduces risk by matching th
repricing of assets and liabilities

31 December 2015
Cash and balances
with Central Bank
of Oman
Inter-bank Wakala
and Due from
banks

Financing to
customers
Financial assets at
fair value through
equity

Financial assets at
amortized cost
Investment in real
estate

Intangible asset
Property and
equipment

Other assets

Total assets

Interbank Wakala

Customer
accounts, Wakala
& unrestricted
accountholders

Other liabilities

Investment risk &
profit equalization
reserve
Shareholders’
equity

Total liabilities and
shareholders’
equity

On-balance sheet
gap

Cumulative Profit
sensitivity gap

Due on
demand
and within

30 days

RO

Due
within 1
to 5 years

Due within
6 to
12months

Due within
1to6
months

RO RO RO

9,625,000 - - -

22,606,325 40,243,535 13,130,680 135,293,589

4,327,601

7,000,000

- 14,175,000 - -

371,994 177,743 - 270,840

Due after 5

years

RO

52752

8,267,932

74,182

Non-Profit
bearing

RO

14,625,542

3,315,151

5,416,417

1,856,817
3,938,500
35!

Total

RO

14,625,542

12,940,151

268,986,404

18,011,950

7,000,000

14,175,000
1,856,817
3,938,500
4,559,738

32,603,319 54,596,278 13,130,680 146,892,030

663694

32,817,406

346,094,102

3,465,000 - - 13,475,000

3,540,239 22,544,677 24,607,046 51,997,209

14,980,1

769,191

70,988,658

13,092,963

126,673,990

180,000

188,617,958

13,092,963

769,191

126,673,990

7,005,239 22,544,677 24,607,046 65,472,209

15,209,3 210,755,611

346,094,102

25,598,080 32,051,601 (11,476,366) 81,419,821

50069

(177,938,205)

25,598,080 57,649,681

46,173,315 127,593,136 187208
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Financial risk managemengcontinued)
Market risk (continued)

Rate of Return Risk(continued)

Profit rate sensitivity gap (continued)

Due on

Due within  Due within Due within .
demand 1106 6 1o 1105 Due after 5 Non-Prqflt Total
and within months  12months ears years bearing

30 days y
31 December 2014 RO RO RO RO RO RO RO
Cash and balances
with Central Bank ; ; ; - ; 25,091,759 25,091,759
of Oman
Inter-bank Wakala
o e ok 35,977,500 10,780,000 8,953,175 - ; 2028667 SERR
Financing to 2,369,402 31,943,674 42,553,723 31,784,487 26,8644 - 135515741
customers
Financial assets at
fair value through ; ; ; - 2,072,510 366,997 2,439,507
equity
Financial assets at
amortized cost - - - 7,000,000 - - 7,000,000
Investment in real ) - 14,175,000 ) ) ) 14,175,000
estate
Intangible asset 1,910,394 1,910,394
Property and B B} - - - 4,478,525 4,478,525
equipment
Other assets 411,276 233,895 85,109 ; ; 3,125,383 ,855563
Total assets 38,758,178 42,957,569 65,767,007 38,784,487 2&8%6, 37,001,725 253,105,931
Interbank Wakala 12,666,500 4,235,000 - - - - Q6,500
Customer accounts
& unrestricted 1,888,966 7,960,052 8,630,625 17,698,206 8,849,103 48,690,180 93,717,132
accountholders
Other liabilities 1,004 14,778 ; ; - 10,288,476 34,258
Investment risk &
profit equalization i ) i i i
D eorve 139,779 139,779
Shareholders ] ; ; ; - 132043262 132,043,262
equity
Total liabilities and ) 5o6 170 12209830 8,630,625 17,698,206  8,988,88 191,021,918 253,105,931
shareholders’ equity
g;‘;ba'ance sheet  54201,708 30747,739 57,136,382 21,086,281 19)888, (153,120,193) -
Cumulative Profit - ,, 541 7208 54,949,447 112,085,829 133,172,110 26393 - ;

sensitivity gap
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40 Financial risk managemengcontinued)
Market risk (continued)

Rate of Return Risk(continued)
(c) Equity risk

Bank is exposed to the volatility in the pricesta# securities (i.e. Sukuk and Shares) held ungigityeportfolio.
Equity investments held are for strategic/long teather than for trading purposes and hence, Bamls hot
hold trading positions in equity investments. Hetimeexposure in listed and unlisted equity exposisr of date
is taken in banking book and capital is calculatecordingly.

Since there is NIL exposure in trading book therefwo stress testing and sensitivity analysis lisgezhout.

Operational risk

Operational risk is the risk of direct or indirdosses resulting from inadequate or failed inteprakcesses or
systems, human factors, or from external events.Bdnk’s businesses are dependent on the abiljiyoicess a
large number of transactions efficiently and actlya Operational risks and losses originate from
business/operational process failure, IT secuaijufe, natural disasters, dependence on key srppliraud,
service quality compromised, regulatory non-commey loss of key staff, and social and environmenta
impacts.

The Bank has developed operational risk managepwitly and all the critical controls are implemenhtz all
levels for curtailing operational risk. Each dieis has processes and systems in place to addpesational
risks within their area.

For the purpose of measuring capital charge, thekBas adopted the Basic Indicator Approach undeseBI|
for Operational Risk. The approach requires thekB@a provide 15% of the average three years grossial
income as capital charge for operational risk.

Capital risk management

The Bank manages its capital to ensure that itlvédllable to continue as a going concern while misiig the
return to shareholders within acceptable risk refammework. The Bank’s overall strategy remainshamged
from prior year.

The Bank’s regulatory capital is divided into tviers:

a) Tier 1 capital: share capital, retained earnings @eserves created by appropriations of retaisedirgs;
and

b) Tier 2 capital: general provision and unrealizathg arising on the fair valuation of equity instrents at
fair value through equity.

Book value of other intangible assets includingtwafe is deducted from Tier 1 capital to arrivetia¢
regulatory capital.

The risk-weighted assets are measured by meankiefarchy of risk weights classified accordinghe nature
of and reflecting an estimate of credit, market apdrational risks associated with each asset andterparty,
taking into account any eligible collateral or quatees. A similar treatment is adopted for offabak sheet
exposure, with some adjustments to reflect the roor¢ingent nature of potential future exposure.

The Bank will continue to maintain the requiredulegory capital either through its risk managensrategies
or by increasing the capital requirements in lintéhwhe business and capital needs.
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Capital risk management(continued)

Capital adequacy

The ratio of equity to risk weighted assets, asnidated by the Basel Il and Basel Ill, for the yeaded
31 December 2015 and 2014 as follows:

Capital structure 2015 2014
RO RO
TIER | CAPITAL
Paid up capital 150,000,000 150,000,000
Share premiul 2,091,192 2,091,19:
Accumulatedosse (25,273,783) (20,013,541
Fair value gains or losses on financial assetsaat falue (186,282) (43,458)
through equity
Less: Intangible sset (1,856,817) (1,910,394
Deferred tax asset (2,937,242) (2,729,091)
Total Tier | capital 121,837,068 127,394,708
TIER 1l CAPITAL
Fair value gains on financial assets at fair vatweugh equity 8,82( -
General provision 3,895,356 1,923,451
Total Tier Il capital 3,904,176 1,923,451
Total eligible capital 125,741,244 129,318,159

Risk weighted assets

Credit risk 328,423,344 234,393,92

Market risl 8,982,015 34,767,17

Operational risk 13,930,428 9,727,237
Total 351,335,787 278,888,335
Tier | capital 121,837,068 127,394,708
Tier Il capital 3,904,176 1,923,451
Total regulatory capital 125,741,244 129,318,159
Tier | capital ratio 34.68% 45.68%
Total capital ratio 35.79% 46.37%
Common Equity Tier 1 (CET1) 121,837,068 127,394,708
Common Equity Tier 1 ratio 34.68% 45.68%
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Liquidity coverage ratio (LCR)

Stock of High Quality Liquid Assets (HQLA)

Level 1 assets

Coins and bank notes
Total Level 1 assets
Level 2A

Sovereign, Central Bank, Public Sector Entity (RSE)
multilateral development banks assets (qualifyimrg20% risk
weighing)

Total Level 2A

Level 2B

Qualifying corporate debt securities, rated betwaerand
BBB-

Qualifying common equity shares

Total Level 2B (maximum 15% of HQLA)

Total level 2 assets (Maximum 40% of HQLA)

Total Stock of liquid assets

Cash outflows

Less stable retail deposits

Less table deposi

Non-financial corporates, sovereigns, central bamdsPSE
Currently undrawn portion of credit lines

Other Legal entity customers, credit and liquiddyilities
Other cotingent funding liabilities (Letters of credit, gaatee
Total cash outflows

Cash inflows

All other assets

Amountsto be received from retail counterpar

Amounts to be received from non-financial wholesale
counterparties from transactions other than thissed.

Amounts to be received from financial instituticarsd central
banks from transactions other than those listed

Operational deposits held at other financial ingtins
Total cash inflows

75% of outflows

Inflows restricted to 75% of outflows

Net cash outflows

LCR (%)

Factor

100%

85%

50%
50%

10%
10%
40%

100%
5%

100%
50%

50%

100%
0%
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Book Adjusted
Balance amount
RO RO
4,057,807 4,057,807
4,057,807 4,057,807
9,254,907 7,866,671
9,254,907 7,866,671
3,340,625 1,670,313
58,378 29,189
3,399,003 1,699,502
12,653,910 9,566,173
16,711,717 6,763,012
112,856,093 11,285,609
10,410,796 1,041,080
42,998,996 17,199,598
4,500,000 4,500,000
829,000 41,450
171,594,885 34,067,737
10,355,000 10,355,000
3,698,051 1,849,026
9,925,492 4,962,746
9,625,000 9,625,000
3,315,151 -
36,918,694 26,791,772
25,550,803
25,550,803
8,516,934

79.41
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41 Corresponding figures

Corresponding figures have been rearranged andsfied, wherever necessary for the purpose of
comparison and for better presentation, the efieathich is not material.



