


Excerpts  from the speech of his Majesty Sultan Qaboos bin Said At  
The Opening of the 5th Term of The Council of Oman 31st October 2011

“We in the Sultanate, 
and despite the crises 

swarming the world and 
the difficulties in predicting 

their limits, timescale, and 
their negative repercussions 
on the countries’ economy, 

we endeavour to lessen 
these impacts by adopting 

balanced economic policies 
to preserve our gains and 
boost our economic plans 

in various spheres”

His Majesty Sultan Qaboos Bin Said



Our Vision
& Values

Our Vision
Our vision is to be a one-stop financial super-mall offering 

boutique products and services across various segments, 
each with a unique set of propositions. 

Our Values
• Integrity

• Customer Focus
• Team Work

• Passion
• Respect for Individual

• Speed

5 years
of creating a bold

vision for a promising 
future.



A Remarkable
5 Years

It is said that a successful past is not measured in months and days, but in 
achievements. In just 5 years, the accomplishments of Bank Sohar have exceeded 

all expectations. These have been all the more remarkable given the challenging 
times that prevailed during the greater part of the Bank’s short existence. The 

seeds of these achievements can be found in the clear vision set forth at the  
very outset by the inspirational architects of the Bank, summed up in  

a single word – Excellence.

In the years that followed, the harnessing of the very best expertise 
and the unswerving commitment of our staff ensured that we 

never strayed from this course. Excellence was the beacon that lit 
the way and became the standard by which all our actions were 

judged. It enabled the Bank to earn the trust of our customers and 
the support of our shareholders ensuring that we could grow, year 

after year and continue to build success upon success.

5 years have now passed. This milestone is indeed a cause  
for celebration. However, it is a celebration, not 

just of what has gone before, but of what lies 
ahead. As we look forward to the next  

5 years, we do so with confidence, knowing 
that although our history may be short, our 
foundations are strong and our future more 

promising than ever.

5 years
of crafting a

proud legacy
for our future.
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It is my privilege to present to you the report of Bank Sohar’s 
financial performance for the year ended 31st December 2011.

2011 has been a significant year indeed for a number of reasons.  
On the macroeconomic front, Oman embarked on the 8th Five 
Year Plan, which has long served as an effective blueprint for the 
nation’s continued modernisation and economic development. 

The economy continued to hold up remarkably well despite 
the challenging global economic environment.  The Sultanate 
also celebrated the 41st National Day anniversary, marking yet 
another milestone in the reign of His Majesty Sultan Qaboos 
bin Said, under whose enlightened leadership the Sultanate 
continues to march towards progress and prosperity.

The year has been equally notable for Bank Sohar as well.  For 
one, the Sultanate’s youngest bank will be completing five years 
of successful operations by April 2012 and remains well poised 
for robust growth in the future. Maintaining a trend in profitable 

operations spanning all four quarters of the financial year, Bank Sohar achieved a Net Profit of OMR 14.497 
million, compared with a Net Profit of OMR 10.220 million during 2010.

The Board of Directors has recommended a cash dividend of 8% for the year, which corresponds to Eight 
baizas per share. The Board of Directors has also recommended a rights issue to the tune of 10 million Omani 
rial to its existing  shareholders to be used as capital for the Islamic window to be created.  

ECONOMY

A combination of prudent macroeconomic policies and stimulatory spending mechanisms continues to 
underpin Oman’s economic growth, infrastructure development, and employment generation objectives. This 
commitment to growth is even more so evident in the 2012 budget with total expenditure rising 23% to about 
OMR 10 billion, against the original 2011 budget figures (or an increase of 8.7% against the amended budgeted 
level of OMR 9.2 billion in 2011). 

Revenue receipts for the financial year are projected at OMR 8.8 billion, which represent a 20.8% increase in 
comparison with the original 2011 budget revenue of RO 7.28 billion. The lion’s share will come from crude 
oil exports based on an assumed budgeted price of $75 per barrel (as opposed to $58 per barrel in the 2011 
budget). The projected deficit of OMR 1.2 billion is expected to be met from surpluses of the previous years, 
as well as higher oil earnings.

Board of
Directors Report

Sheikh Dr. Salim Said Al Fannah Al Araimi
Chairman

Importantly, the 2012 budget aims to build on the government’s successes in providing employment for citizens, 
around 36,000 new jobs will be created in 2012, on top of the estimated 94,000 new openings already created 
in 2011. Government spending during the Eighth Five Year Plan (2011 – 2015) is set to exceed OMR 54 billion, 
which represents a 26.4% increase over the original projection of OMR 42.7 billion. Of this total, roughly OMR 
11 billion will go towards meeting the government’s commitments with regard to job creation, improving living 
standards, and a host of other schemes such as pension, scholarship and social welfare schemes. Allocations 
towards key economic sectors, notably tourism, industry, agriculture and fisheries, are projected to grow in line 
with the government’s economic diversification strategies. Gross Domestic Product (GDP) growth is forecast 
at around 6% annually at current prices, and 5% at constant prices.

A key goal of the Eighth Plan is to ensure that inflation – a subject of keen focus for the Omani government 
– is brought within control and remains within acceptable limits. Inflation is currently within the 4% range,  
in trend with 2011 levels – the result of successful efforts by the government in reining in inflationary forces.

Commercial banks in the Sultanate continued to perform remarkably well during 2011 notching notable gains 
in all key areas of banking operations. The total assets of commercial banks rose 17.5% to OMR 18.388 billion 
as of 31st December 2011, versus OMR 15.648 billion same period of 2010. 

Underscoring the inherent strengths of the Omani banking sector, international ratings agency Moody’s 
affirmed the outlook on the Sultanate’s banks as “stable” in its review of the sector last November. Highlighting 
the banks’ solid capitalization, stable funding bases, high liquidity buffers, low levels of non-performing loans. 
Moody’s expectation of adequate earnings, despite higher operating costs.

FINANCIAL OVERVIEW 2011

We are glad to report that Bank Sohar has made a net profit of OMR 14.497 million for the year, which is 
41.8% higher than the previous year’s net profit of OMR 10.220 million. The operating profit for the year was 
OMR 20.007 million as compared to OMR 15.645 million in 2010, an increase of 27.9%. Net interest income 
during the year climbed 13.6% to OMR 34.757 million, as compared to OMR 30.595 million in 2010. The 
operating income for the year 2011 increased to OMR 43.186 million, as compared to OMR 35.231 million 
in 2010, an increase of 22.60%. The cost to income ratio stood at 53.67% in 2011, down from 55.6% in 2010.

Impressive gains were achieved in other areas of the Bank’s business as well. Net loans and advances jumped 
12.9% during the year to touch OMR 1,020 million, against the previous year’s level of OMR 903 million. 
Customer deposits grew 17.2% to OMR 1,171 million during the year, as compared to OMR 999 million in 
2010. The Bank’s share of Private Sector Credit stood at 8.57% till December 2011 as compared to 8.83% in 
December 2010 while the Bank’s share of Private Sector Deposit was 6.80% in December 2011, marginally 
up from 6.62% at the end of 2010.

Bank Sohar’s admirable financial performance during 2011 was the result of energetic and sustained efforts 
by the management and staff to build on the successes of the previous year, as well as to focus on all aspects 
of the Bank’s business.  These efforts were supplemented by a concerted drive to improve the overall quality 
of its assets, enhance yield growth, and reduce operating expenses.
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Affirming its confidence in Bank Sohar’s policies and growth strategy, leading international ratings agency 
Fitch assigned a Long Term Issuer Default Rating of BBB+ to the Bank in 2011. The positive rating recognizes 
the strength of the Bank’s commercial franchise and its growing market presence in the Sultanate. It also 
acknowledges the Bank’s very low non-performing loan ratio and its good provisioning coverage ratio. In 
essence, the BBB+ Rating attests to the excellent asset quality of the Bank and its prudent functioning. Most 
importantly, the rating underscores the robust confidence enjoyed by its retail and wholesale customers – a 
praiseworthy achievement indeed for a mere five-year old institution.

FUTURE PLANS

Bank Sohar is committed to pursuing vigorous growth in 2012, not only in terms of its market size but also in 
the diversity of financial products and services available to its growing customer base. A key objective for this 
year is the introduction of Islamic Banking. Towards this goal, the Bank is putting in place frameworks, systems 
and procedures to facilitate the roll-out of shariah-compliant products and services. Competition in this 
emerging financial sector is expected to be fierce, given the widespread interest in Islamic Banking evinced by 
local commercial banks, but Bank Sohar is determined to be a key player in this business.

Further, in line with its efforts to expand its network and the reach of its services, Bank Sohar plans to open 
new branches and broaden its ATM infrastructure during the course of 2012. This investment is central to 
the Bank’s strategy of being close to its customers. In fact, several significant additions were made to Bank 
Sohar’s network during 2011. A new branch was opened in Al Buraimi last June, marking Bank Sohar’s debut 
in Buraimi Governorate. This was followed by the launch of three new branches in Ruwi, Al Amerat and Al 
Khabourah during the third quarter, thereby enhancing the Bank’s ability to serve both retail and corporate 
clients. In tandem with this expansion, the Bank’s Automated Teller Machine (ATM) was also upgraded to also 
offer Cash Deposit facilities, or through the installation of dedicated Cash Deposit machines at key locations. 
As of end-December 2011, Bank Sohar’s network comprised of 25 branches and 44 ATMs.

As a responsible corporate citizen, and mindful of developments witnessed around the Sultanate in 2011, 
Bank Sohar made common cause with the government, as well as the private sector, in taking on more Omani 
nationals on its rolls. As a result of various recruitment and training initiatives, Bank Sohar has 549 staff on 
its rolls (as of 31st December 2011), with Omanisation pegged at an impressive 90.71%. Besides, the Bank 
responded positively to a number of changes and enhancements enacted by the concerned authorities with 
regard to various administrative, pension-related, and other systems. No doubt, these changes will contribute 
to the nation’s socio-economic development and continued modernization. Bank Sohar gratefully appreciates 
and acknowledges His Majesty the Sultan’s guidance and wise directives in this regard.

CORPORATE GOVERNANCE

The Bank has included a comprehensive report on Corporate Governance duly certified by the statutory 
auditors within the Annual Report for the year 2011. This Report has been made in line with the directives 
provided for the same under the Code of Corporate Governance promulgated by the Capital Market 
Authority. In the Bank’s first Annual Report, we confirmed that the Bank will adhere to the best traditions 
of corporate governance and provide both disclosure and accountability. We have honored that assurance 
during the current year and will continue to do so. The Bank has also conducted an annual review on the 
effectiveness of the Bank’s system of internal control.

CORPORATE SOCIAL RESPONSIBILITY

Bank Sohar is distinguished by its active and innovative Corporate Social Responsibility Program. Through 
its steadfast support for various community welfare, health, education and employment initiatives, the Bank 
continues to make a difference to society. Among the major events supported by the Bank in 2011 were the 
13th Muscat Festival, 1st Regional Youth Ambassador Assembly for Road Safety, and Salalah Tourism Festival. 
Several educational institutions, sports clubs, and charitable organizations, amongst other entities, have also 
benefited from the Bank’s funding support during the year.

FOR THE RECORD

In concluding, I extend my heartfelt thanks to the Board of Directors, management, staff and stakeholders 
for their concerted and collective efforts in making our young institution a ‘Bank with a difference’ in the face 
of fairly formidable competition and other challenges. We owe our success in large measure to our growing 
family of customers whose confidence in our products and services serves as a beacon of inspiration for our 
continued growth.

We also commend the Central Bank of Oman and the Capital Market Authority for their excellent stewardship 
of the banking sector in Oman. Recognition is also due to the Government of His Majesty the Sultan for its 
farsighted, citizen-centric and business-friendly policies that have enabled Bank Sohar in particular, and the 
financial sector in general, to grow and expand. And finally, the Board of Directors expresses its unstinting 
gratitude to His Majesty the Sultan, Architect of Oman’s Modern Renaissance, for his wise and benevolent 
leadership. 

Salim Said Al Fannah Al Araimi
Chairman
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Report
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shine through in

everything	we	do.
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1.		PHILOSOPHY	ON	CORPORATE	GOVERNANCE	

Bank Sohar’s Corporate Governance Philosophy has been developed within the directives and guidelines of the Central Bank of 
Oman (CBO), the Capital Market Authority (CMA) and the Commercial Companies Law of Oman (CCL). The four universal values 
synonymous with corporate governance – accountability, fairness, responsibility and transparency are an integral part of it.
Corporate governance is a set of processes, customs, policies, laws and practices affecting the manner in which the organization – 
namely Bank Sohar is directed, administered or controlled. Corporate governance also covers the relationships between the many 
individuals involved in the Bank and the aims and objectives for which the Bank is governed. The principal relationships at Bank Sohar 
are between the shareholders of the Bank, the management and the Board of Directors. Other relationships include the customers, 
employees of the Bank, regulators, suppliers, the environment and the community in which the Bank exists. An additional aspect of 
governance is that of an economic efficiency view, through which the governance system of the Bank also aims to optimize economic 
results, thereby placing emphasis on the shareholder’s welfare.

The basic framework of the bank’s corporate governance requires that the Board of Directors and managers shall:
• Maintain the highest standard  of corporate governance  and regulatory  compliance
• Promote transparency, accountability, responsiveness and social responsibility 
• Conduct its affairs with its stakeholders, customers, employees, investors, vendors, government and the society at large in all fairness 

and in an open manner.
• Create an image of the Bank as a legally and ethically compliant entity 
 
2.		BOARD	OF	DIRECTORS

The Bank’s Board of Directors are the highest governing authority within bank structure where their role is to ensure that the Bank 
conducts itself in accordance with its core values and develops them further on a continuous and sustainable basis. The Board is broad-
based, consists of professionals from various fields and professions and gives representation to the stakeholders & administrators in 
the process of decision making. The predominance of independent directors has enabled the board to have meaningful discussions 
and take an unbiased and qualitative view on matters placed before it. There is a clear segregation between the ownership of the Bank 
and the management. 

2.1		COMPOSITION	&	CLASSIFICATION	OF	THE	BOARD

Bank Sohar is represented with seven directors where all of them are independent and non-executive directors. 

Table	1:	Composition	&	Classification	of	the	Board

Name of Director Category Represents

Sheikh Dr. Salim Said Al Fannah Al Araimi,  
Chairman

Non-Executive Independent

Mr. Abdullah Humaid Said Al Mamary, 
Deputy Chairman

Non-Executive Independent 

Mr. Salim Mohammed Al Mashaikhy Non-Executive Independent

Mr. Hussain Yousuf Dawood Al Shalwani Non-Executive Independent

Mr. Tahir Salim Al Amry Non-Executive Independent

Mr. Sami Ahmed Macki Non-Executive Independent

Dr. Hamed Salim Al Rawahi* Non-Executive Independent

*Resigned from the board of directors w.e.f August 2, 2011 



Bank Sohar Annual Report 2011 Bank Sohar Annual Report 201112 13

committees and specify their roles, responsibilities  
and power. 

• Authorises the management to implement the strategy for 
the Bank that is designed to deliver increasing value to the 
shareholders. 

• Develops strategies for managing risks associated with the 
business and for meeting challenges posed by competitors. 

• Develops vision to anticipate crisis and to act proactively 
when necessary.

• Ensures that information flows upward and that authority 
flow downward and thus the Bank is under their control, 
direction and superintendence.

During the year under review, the Board has:
• Reviewed and approved the Bank’s financial objective, plans 

and actions
• Reviewed the Bank’s performance  
• Evaluated whether the business is properly managed 

according to the Bank’s objectives 
• Ensured compliance with laws and regulations through 

proper internal systems of controls
• Reviewed the efficiency and adequacy of the internal control 

systems and confirmed its compliance with internal rules 
and regulations

The Board of Directors has affirmed Bank Sohar’s Code of Conduct, 
including the Code of Conduct for the Senior Management of the 
Bank. The purpose of this code is to articulate highest standards of 
honesty, integrity, ethical and law abiding behavior.

The Board has approved the three quarterly reports and the 
annual financial statements and report to the shareholders on 
the annual report about the ongoing concern status of the Bank 
with supporting assumptions and qualifications as necessary.

The Board has taken steps to comply with rules, regulations 
and international best practice, reviewed compliance reports 
prepared by the Bank’s management of all applicable provisions 
of the law.

Bank Sohar’s Board of Directors has exercised all such powers 
and performed all such acts as the Board is authorized to 
exercise and do.

2.4	MEETINGS	AND	REMuNERATION	OF	THE	
BOARD

Table	2:	Board	Meetings	held	in	2011	and	
dates	on	which	they	were	held

Meeting Dates  of the Board of Directors in 2011

No Date No Date
1 January 25, 2011 5 May 22, 2011
2 February 21, 2011 6 July 30, 2011
3 March 7, 2011 7 October 25,2011
4 April 27, 2011

The Board of Directors meet regularly, monitors the executive 
management, and exercises necessary control over the 
Bank’s functioning. The Board conducts its business in formal 
meetings. In Board meetings, the “majority” is computed as 
the absolute majority of the directors present in person or 
proxy, whether or not they participate in the voting process. 
Sitting fee remuneration is paid to the Directors for attending 
the Board or its sub-committee meetings. The fee is within the 
limits stipulated by the Commercial Companies Law and the 
directives of the Capital Markets Authority.

2.2		PROFILE	OF	DIRECTORS

Sheikh Dr. Salim Said Al Fannah Al Araimi
Chairman
Bachelor’s degree in Military Sciences and an honorable 
doctorate in Technology from the Glasgow Caledonian 
University, Scotland. He has been associated with many 
government and non-government bodies and has represented 
the country in several forums. He is the Chairman of Galfar 
Engineering & Contracting Co. SAOG, Salim International 
Investment Holding LLC, National Drilling & Services LLC and 
Oman Medical College SAOC.
Sheikh Salim Said Al Araimi was the Vice Chairman of Oman 
Chamber of Commerce & Industry. He played a Direct and 
effective contribution in the establishment and management of 
a number of companies, businesses and educational prestigious 
in the Sultanate of Oman and has many activities and interests 
abroad. He is the Chairman of the board Risk Management 
Committee of the Bank.

Mr. Abdullah Humaid Said Al Mamary 
Deputy Chairman
MBA from University of Lincolnshire and Humberside, 
UK, Bachelor’s Degree in Business Administration from the 
International University, London. Managing Director, SSF 
Pension Fund. Vice Chairman, Hotel Management Company 
International, and Middle East College of Information Technology, 
director national Investment fund and Director United Security 
GCC Fund.
Member in, Board Executive Committee, Human Resources 
Committee & Chairman of Board Credit Approval Committee. 

Mr. Salim Mohammed Al Mashaikhy
Director 
Bachelor’s Degree in Mathematics. Mr. Salim Al Mashaikhy is currently 
employed in Royal Court Affairs Expenditure Department.
Chairman, Board Human Resources Committee and Member 
of the Board Audit Committee and the Board Credit  
Approval Committee.

Mr.	Hussain	Yousuf	Dawood	Al	Shalwani
Director
Bachelor’s Degree from Beirut University and has held senior 
positions in various brokerage and Investment firms. He is 
currently the General Manager of Al Ghadir Al Arabia. 
Chairman of the Board Executive Committee. Member 
of the Board Credit Approval Committee and Board  
Audit Committee.

 
 
 

Mr.	Tahir	Salim	Al	Amry	
Director
Bachelor of Accounting and Finance from Salford University, 
UK. Director General of Treasury and Accounts in the Ministry 
of Finance. Director, Board of Qalhat LNG S.A.O.C, Oman 
LNG LLC, Oman Shipping Company SAOC, Oman Investment 
Fund, Oman India Fertiliser Company S.A.O.C. 
Chairman of the Board Audit Committee and member of the 
Board Credit Approval Committee and HR Committee of  
the Bank.

Mr. Sami Ahmed Macki
Director
Bachelor’s Degree in Mechanical Engineering from Boston 
University Massachusetts, USA with over ten years experience in 
the various areas of the petrochemical industries covering plant 
design, operation, project management and consultancy.  This 
experience has been gained both in Oman and Internationally.  
Mr. Macki is the Managing Director of Al Mashriq Group of 
Companies in Muscat - Oman.
Member of the  Board Audit Committee, Board Risk 
Management Committee and the Board Executive  
Committee of the bank.

Dr.	Hamed	Salim	Al	Rawahi
Director
Ph.D. and M.Phil. from Cranfield University, U.K. and B. Sc. 
from University of Salford, UK, Chartered Engineer (C.Eng) 
and Chartered IT Professional (CITP), both from UK. Dr. 
Hamed resigned from the board with effect from August 2, 
2011.  During the year until the date of his resignation from the 
board, Dr. Hamed was the Chairman of the Board Executive 
Committee, Member of the Risk Management Committee and 
Human Resources Committee. 

2.3		BOARD	OF	DIRECTORS	–	ExECuTIVE	
POweRS

Bank Sohar’s Board of Directors:
• Is vested with the powers of general superintendence, direction 

and management of the affairs and business of the Bank. 
• Has the ultimate responsibility for the overall compliance 

and management of the Bank 
• Guides the Bank to achieve its objectives in a prudent and 

efficient manner. 
• Is primarily responsible for ensuring that all financial 

transactions are legal and that all disclosures are made as 
per regulations.

• Lays down a comprehensive code of conduct for all Board 
Members and Senior Management of the Bank, to be 
followed under all circumstances. 

• Approves the delegation of power to the executive 
management as well as nominee members of the sub-

Table3:	Attendance	&	Remuneration	–	Board	of	Directors
Name of Director No. of  

Board
Meetings 
Attended

Board 
Sub-Com-
mittees 
Member-
ship

No. of  Sub- 
committee
Meetings 
Attended

Total	Sitting	
Fees (Board 
& Sub-
committee) 
RO

Total
RO

Sheikh Salim Said Al-Araimi, 
Chairman

6 1 2 3,800 3,800

Mr. Abdullah Humaid Al Mamary,
Deputy Chairman

7 3 20 10,000 10,000

Mr. Salim Mohammed Al Mashaikhy 7 3 12 8,300 8,300

Mr. Hussain Yousuf Al Shalwani 7 3 21 10,000 10,000

Mr. Tahir Salim Al Amry 5 3 10 6,500 6,500

Mr. Sami Ahmed Macki 6 3 18 10,000 10,000

Dr. Hamed Salim Al Rawahi* 4 3 12 6,800 6,800
*Resigned from the board of directors w.e.f August 2, 2011 

An amount of RO. 140,000 was paid in 2011 as board remuneration for the year ended 31st December 2010. The remuneration paid 
was within the limit prescribed by the commercial law No. (4/1974) as amended by Royal Decree No. (99/2005)
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2.5	COMMITTEES	OF	THE	BOARD	

The Board of Directors has created various subcommittees for 
specific purposes with clearly defined terms of reference and 
responsibilities. The committees’ mandate is to ensure focused 
and specialized attention to specific issues related to the Bank’s 
governance. The various sub-committees of the Board together 
with the Internal Audit and Compliance department form an 
important tool in the process of corporate governance. These 
sub-committees were re-structured w.e.f April 27, 2011

The Corporate Governance Structure of Bank Soar SAOG 
depicted below:

2.5a ExEcutivE committEE

Table	4:	Executive	Committee

Name of Members No. of Meetings 
Attended

Mr. Hussain Yousuf Al Shalwani, 
Chairman

6

Mr. Abdullah Humaid Al Mamary 5
Mr. Sami Ahmed Macki 3
Dr. Hamed Salim  Al Rawahi * 4
Mr. Salim Mohammed Al Mashaikhy** 3
Total number of meetings held during the year :         6          

*Resigned from the board of directors w.e.f August 2, 2011 

** Not a member with Executive Committee w.e.f April 27, 
2011 subject to re-structure of board sub-committees

The members of the Board Executive Committee (EXCOM) 
of Bank Sohar are playing an increasingly significant role to 
ensure implementation of the Business Strategy, Policies 
and Procedures of the Bank. The committee ensures 
implementation of appropriate codes of business conduct to 
nurture ethical behavior to protect the bank’s integrity and that 
of its shareholders.  
The committee will review and recommend the Annual Budget 
and Business Plan to the Board of Directors 
 

 

2.5b audit committEE

Table	5:	Audit	Committee

Name of Director No. of Meetings 
Attended

Mr. Tahir  Salim Al Amry, Chairman 4

Mr. Hussain Yousuf Al Shalwani 4

Mr. Sami Ahmed Macki 3
Mr. Salim Mohammed Al Mashaikhy 2

Dr. Hamed Salim Al Rawahi* 2

Total number of meetings held during the year :         4          

*Resigned from the board of directors w.e.f August 2, 2011 

The main functions of Audit Committee are to assess and 
review the financial reporting system of the Bank to ensure 
that the financial statements are correct, sufficient and credible. 
The committee reviews with the Management the quarterly 
/ annual financial statements before their submission to the 
Board for adoption. The Committee also reviews the adequacy 
of regulatory compliance, regulatory reporting, internal 
control systems structure of internal audit departments, and 
compliance their staffing and holds discussions with the internal 
auditors / external auditors on significant finding and the 
control environment. 

The Head of Internal Audit reports to the Audit Committee and 
his role is to provide reasonable assurance that the management 
control framework used within the Bank is operating effectively. 
With effect from July 1, 2011 the bank’s Head of Compliance 
started reporting to the Audit Committee due to restructure 
of the board sub-committees and his role is to ensure that 
the Bank complies with all the Laws, rules and regulations as 
applicable under the regulatory framework in Sultanate of 
Oman and international best practice. 

2.5c  crEdit approval committEE

Table	6:	Credit	Approval	Committee

Name of Director No. of Meetings 
Attended

Mr. Abdullah  Humaid Al Mamary, 
Chairman 

5

Mr. Hussain Al Shalwani 5
Mr. Tahir Salim Al Amry 4

Mr. Salim Mohammed Al Mashaikhy 3

Mr. Sami Ahmed Macki** 2
Total number of meetings held during the year :         5          

** Not a member with Credit Approval Committee w.e.f April 
27, 2011 subject to re-structure of board sub-committees 

The Board Credit Approvals Committee (CAC) assists the 
Directors to discharge the Board’s responsibilities of oversight 
and governance in relation to the credit performance of the 
Bank. In this role, the Committee is responsible for approving 
loans which are above the lending mandate of the CEO.
    
The Committee is responsible to review loan proposals 
forwarded to them by the CEO or his senior lending 
management team on a case by case basis; Accept or rejecting 
such proposals as they so determine.

2.5  d risk managEmEnt committEE

Table	7:	Risk	Management	Committee

Name of Director No. of Meetings 
Attended

Sheikh Salim Said Al-Araimi, Chairman 2

Mr. Sami Ahmed Macki 2

Dr. Hamed Salim Al Rawahi* -

Total number of meetings held during the year :          2

*Resigned from the board of directors w.e.f August 2, 2011 

The Board Risk Management Committee (RMC) assists the 
Directors to discharge the Board’s responsibilities of oversight 
and governance in relation to the risk performance of the Bank. 
The Committee is responsible for making recommendations to 
the Board of Directors on the risk appetite of the Bank in relation 
to credit, interest rate, market, liquidity and operational risk.

The committee ensures the implementation of risk strategy and 
policy in addition to ensuring that a robust risk framework is in 
place within the Bank which optimises the quality and return on 
deployment of assets. The Committee also provides guidance 
and direction on all credit, market, interest rate, liquidity and 
operational risk matters. 

2.5E  Human rEsourcEs committEE

Table	8:	Human	Resources	Committee

Name of Director No. of Meetings 
Attended

Mr. Salim Mohammed Al Mashaiky, 
Chairman

4

Mr. Abdullah Humaid  Al Mamary 4

Mr. Tahir Salim Al Amry 2

Mr. Sami Ahmed Macki** 2

Dr. Hamed  Salim Al Rawahi* 2

Total number of meetings held during the year :         4          

*Resigned from the board of directors w.e.f August 2, 2011 

** Not a member with HR Committee w.e.f April 27, 2011 
subject to re-structure of board sub-committees 

The Board Human Resources Committee (HR Comm.) 
assists the Directors to discharge the Board’s responsibilities 
of oversight and governance in relation to Human Resource 
matters. In this role, the Committee is responsible for making 
recommendations to the Board of Directors on the adequacy 
of HR Policy, compensation and benefits, the appointment of 
senior management and any other HR related matters. 

This Committee will also act as the ‘Board Remuneration 
Committee’ as defined by the Basel Committee on Banking 
Supervision in their document, ‘Compensation Principles and 
Standards Assessment Methodology’ published in January 2010

2.5f  nEw Ho prEmisEs committEE

 

Table	9:	HO	Premises	Committee

Name of Director No. of Meetings 
Attended

Mr. Abdullah Humaid  Al Mamary 6

Mr. Sami Ahmed Macki 6

Mr. Hussain Al Shalwani 6

Dr. Hamed  Salim Al Rawahi* 4

Total number of meetings held during the year :                 6

*Resigned from the board of directors w.e.f August 2, 2011 

The Head Office Project Committee is responsible for the 
headquarters project management and the efficacy of the 
capital project planning, budgeting and project risk management. 
The committee will function as an Audit Committee in the areas 
of risk management, project scope, budget, resource allocation, 
procurements strategies and the resolution of significant issues 
on the project. The committees chairman will report the 
projects milestones to the board at its regular meetings 

3.		MANAGEMENT	TEAM

The management of the Bank has been entrusted by the 
Board to a Management Team. The top management team 
has over 200 years of banking expertise between them. The 
top management keeps the Board of Directors informed on 
all issues concerning the operations of the Bank and takes 
directions from the Board on matters that concern and affect 
the business of the Bank and the objectives it should pursue. In 
the interest of good governance, the top management places 
all the key information before the Board, where it forms part of 
the agenda papers.

Board of Directors

Human Resources 
Committee

Risk Management 
Committee

Credit Approval 
Committee

Executive 
Committee

Audit 
Committee
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6.		STATEMENT	ON	COMPLIANCE

The Board of Directors of the Bank has been appointed in line 
with the guidelines of the Commercial Companies Law of Oman 
(1974) and in accordance with the regulations of the Central 
Bank of Oman.  The Board of Directors has complied with all 
the guidelines for the appointment of directors prescribed by 
the Companies Law of Oman (1974) and the Central Bank of 
Oman’s regulations with reference to eligibility. 

The Board of Directors of the Bank consists of seven directors 
from among shareholders and non-shareholders. The Directors 
of the bank affirms that no member of the Board:
• Is an employee of Bank Sohar or an employee of any other 

bank in The Sultanate of Oman. 
• Is on the Board of any other Bank registered in The Sultanate 

of Oman. 
• Sits on the Board of more than four joint stock companies 

registered in Oman. 
• Is a Chairman of more than two joint stock companies 

registered in Oman.

During the year under report, Bank Sohar SAOG has complied 
with the directives of the Central Bank of Oman, Rules and 
Guidelines on Disclosure by Issuer of Securities and Insider 
Trading, the Code of Corporate Governance of the Capital 
Markets Authority for listed companies and the Guidelines of 
the Commercial Companies Law.

Bank Sohar have not incur any penalties by CMA/MSM nor 
any other statutory authority due to non-compliance with any 
matter related to capital markets.

7.		CHANNELS	OF	CONTACT	WITH	
SHAREHOLDERS	AND	INVESTORS

Bank Sohar has endeavored to establish meaningful relations 
with its shareholders and investors. The Bank is committed to 
ensure timely disclosure and communication of all material 
to the shareholders and the market regulators. The bank has 
provided investor related information in the quarterly reports 
and the Annual Report as per the statutory guidelines and the 
terms of the Bank’s listing agreement. 

The Annual Report includes interalia, the report of the Board 
of Directors, corporate governance report, management 
discussion and analysis report and the audited financial 
results. The management has taken the responsibility for the 
preparation, integrity and fair presentation of the financial 
statements and other information in the Annual Report of 
the Bank. The summary of Annual Report will be sent to all 
shareholders of the Bank in line with the rules for the same as 
stipulated by the Capital Markets Authority. 

Additionally the bank has posted the financial statements on its 
website www.banksohar.net.

7.1			BANk	SOHAR	SHARES	-	MARkET	PRICE	

The following table represent monthly share prices of Bank 
Sohar SAOG as listed with Muscat Security Market “MSM”
(Par value of share is 100 Baizas/ share).

Table10:	Bank	Sohar	Shares	-	Market	Price

Month 2011 Bank Sohar share price Rial Omani MSM Banks & Investment 
Index ClosingHigh Low Closing

January 0.214 0.186 0.198 8,369.500

February 0.202 0.170 0.174 6,811.420

March 0.185 0.151 0.153 6,921.310

April 0.174 0.153 0.158 7,194.830

May 0.160 0.145 0.146 6,518.730

June 0.147 0.140 0.145 6,442.550

July 0.152 0.141 0.142 6,368.580

August 0.155 0.133 0.153 6,443.100

September 0.160 0.149 0.159 6,317.330

October 0.159 0.152 0.154 6,222.100

November 0.157 0.152 0.153 6,021.760

December 0.161 0.153 0.158 6,385.660

3.1			PROFILE	SENIOR	MANAGEMENT	TEAM
Dr. Mohamed Abdulaziz Kalmoor is the Chief Executive 
Officer of Bank Sohar SAOG. He is a PhD holder in Economics 
from University of Colorado. Prior to joining Bank Sohar he was 
Chief Executive Officer of Oman Finance and Investment CO. 
LLC and Executive Vice President of the Central Bank of Oman.

H.V. Sheshadri heads the Risk Management Division at Bank 
Sohar. Sheshadri was Managing Director and CEO of the 
Development Credit Bank, India, Country Manager of Mashreq 
Bank, India. He has 16 years with ANZ Grindlays Bank. Sheshadri 
is an MBA from the Asian Institute of Management, Manila.

Khalfan Rashid Al Tal’ey: heads the Retail Banking Division at Bank 
Sohar. Khalfan is a well known banker in Oman with over 33 years 
of experience. He has worked with British Bank of Middle East 
and Oman International Bank previously. Khalfan holds a Diploma 
in Executive Management from the University of  Virginia.

Munira Macki heads the Human Resources and Corporate 
Support Division at Bank Sohar. She was the Head of Corporate 
Affairs at Alliance Housing Bank, prior to which, she was the 
Deputy Director for Educational Activities at the Ministry of 
Education. Munira holds a Bachelors degree in Philosophy & 
Psychology from Beirut Arab University, Lebanon and a Masters 
degree in Educational Activities from University of Sheffield, UK. 

Mr. R Narasimhan heads the Wholesale Banking Division since 
May 2008. He was the Country Head of Corporate Banking 
and later as Head of Mid Corporate Business, IDBI Bank, the 
7th largest Public Sector Bank in India. Narasimhan has more 
than 32 years of experience in Banking in the supervisory/
management cadre and holds a Masters Degree in Science 
(Physics) from Madras University with a top university rank and 
a PG Diploma in Banking from Mahraja Sayajirao University, 
Baroda. Mr. Narasimhan is also certified associate member of 
Indian Institution of Bankers, India.

Peter Byrne joined the bank in October 2008 as a Deputy 
General Manager & Head of Internal Audit. Prior to joining 
Bank Sohar he was the Head of Group Internal Audit, Bank of 
Scotland (Ireland). Peter has more than 20 years experience in 
Audit and Risk Management. He is a Certified Fraud Examiner 
and holds a Diploma in Business Studies.  

Rashad Al Musafir is the Chief Financial Officer of the Bank. 
He had previously worked for the Central Bank of Oman and 
Oman International Bank.  Just before joining Bank Sohar, Mr. 
Rashad was the Head of Finance in Al Madina Gulf Insurance 
Company.  Mr. Rashad has more than 14 years of experience 
in the banking sector in Oman. He holds a Bachelors of Arts 
degree in Economics and a Bachelors of Science degree in 
Business Administration with concentration in Finance from 

Boston University. He has also successfully completed his 
Certified Public Accountant (CPA) examinations in 2002 and 
the General Management Program at the Harvard Business 
School in 2009. Mr. Rashad has been with Bank Sohar since 
February 2007.

Mr. Shantanu Gosh, Head of IT & Operation left the services of 
the bank w.e.f.  12th October 2011.

3.2			REMuNERATION	OF	SENIOR	MANAGERS	
FOR	THE	YEAR	2011

The total remuneration paid to the top management of Bank 
Sohar for the year 2011 was Rial Omani 1,592,401/572. This 
include salary, benefits, bonuses, gratuity and pensions

4.		PROCEDuRES	FOR	STANDING	AS	
CANDIDATE	FOR	THE	BOARD	OF	
DIRECTORS	

The Board of Directors is elected by the shareholders of the 
Bank at the Annual General Meeting. The term of office of the 
Board of Directors is for a maximum period of three years, 
subject to re-election. 

The election process is through direct secret ballot by the 
shareholders of the bank, where each shareholder shall have a 
number of votes equal to the number of shares held by them. 
Every shareholder shall have the right to vote in entirety to one 
candidate or divide the shares amongst the nominees, subject 
to the stipulation that the total votes cast shall not exceed the 
number of shares owned by such shareholders.

The entire process of nomination and election of the Board 
of Directors, including the eligibility criteria, is governed 
by Articles 19 to 21 of the bank’s Articles of Association, 
as well as in compliance with the relevant provisions of the 
Commercial Companies Law of the Sultanate of Oman, the 
Code of Corporate Governance for General Omani Joint Stock 
Companies (S.A.O.G.) issued by the Capital Market Authority 
and the relevant guidelines issued by the Central Bank of Oman.

5.		DIVIDEND	POLICY

The bank’s dividends policy complies with the CBO & Capital 
Market Authority  guidelines .The board of director follows 
a conservative dividend policy and shall recommend on the 
distribution of the dividends to the shareholders after due 
consideration of the regulatory guidelines , the future growth 
expectations and other factors.
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7.2			DISTRIBuTION	OF	SHARE	OWNERSHIP

Bank Sohar is incorporated with a capital of RO 100 million. 
Major shareholders of Bank Sohar comprise a team of founders 
who own 60% of the share holding. The shareholders holding 
more than 5% is given in the table.

Name of the Shareholder  Per cent of 
shareholding

The Royal Court Affairs 14.57%

Al Ghadeer Investment 8%

Oman Investment Fund 6.09%

ISS pension Funds 5.16%

8.		STATuTORY	ACCOuNTS

Bank Sohar has adopted the International Financial Report 
Standards (“IFRS”) in the preparation of its accounts and 
financial statements. 

9.		AuDITOR’S	PROFILE
 
PwC is a global network of firms operating in 158 
countries with 169,000 people committed to providing 
quality in assurance, tax and advisory services. 
 
PwC is the fastest growing professional services firm 
in the Middle East region and has offices in Bahrain, 
Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya, Oman, 
the Palestinian territories, Qatar, Saudi Arabia and the 
United Arab Emirates, employing around 2,500 people.  
 
PwC has been established in Oman for over 40 years 
and the Firm comprises four partners, including one 
Omani national, and over 140 professionals and support 
staff. Expert assurance, tax and advisory professionals 
are able to combine specialist internationally acquired 
consulting and technical skills with relevant local experience. 
 
During the year 2011 RO 26,455/- was charged by external 
auditors against the services rendered by them to the 
organization (RO 25,270/- for audit and RO 1,185/- for tax 
services).

10.		CONCLuSION

The Board of Directors acknowledge that the preparation of 
the Annual Report of the Bank together with the Management 
Discussion and Analysis Report, the Corporate Governance 
Report and the audited financial statements has been done 
with their full knowledge and in line with the standards for 
accounting and the statutory rules governing disclosure by the 
Capital Markets Authority and the Central Bank of Oman.

The Board of Directors also acknowledge that there is no 
material information and material things that will in any way 
affect the continuation of the business of the Bank in the 
coming financial year.

Honesty in
 everything

we	do



Management
Team

5 years
of opening

doors	to	new
opportunities.
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measured by annual variation in the Consumer Price Index 
(CPI) for the Sultanate, stood higher at 4.2% compared to 3% 
a year ago.
 
Oman, being the importer of essential commodities, is likely 
to benefit from the softening trend in the prices of essential 
commodities prevailing in the global markets. Expansionary 
fiscal policy may sustain domestic demand and thereby offset 
the likely fall in global demand, especially for non-oil exports 
from Oman.

In view of the above, there is scope for the CBO and the 
government to pursue accommodative monetary and fiscal 
policies, at least in the first half of 2012 without jeopardising 
macroeconomic stability of Oman.

The Sultanate has also been successful in attracting foreign direct 
investment (FDI) in recent years. FDI increased from RO1.59 
billion ($4.13 billion) in 2005 to RO 5.06bn ($13.14 billion) in 
2009, the latest year for which government information is available.

BANkING	INDuSTRY

Bank Sohar is the newest player on the banking scene, which 
now comprises a total of 7 licensed local banks, 10 foreign 
banks and two specialised banks. The presence of so many 
players has already given rise to intense competition, which 
thus requires younger players, particularly Bank Sohar, to 
remain focused, driven and innovative in growing its customer 
base and expanding its market share. Despite the somewhat 
challenging economic environment and the competitive-
driven marketplace, Bank Sohar has continued to perform 
exceptionally well. It is now the fourth largest bank in terms of 
loans and advances, and continues to make headway as a key 
emerging player.

In line with its growth strategy, Bank Sohar continues to grow 
its branch network and ATM infrastructure. A new branch was 
opened in Al Buraimi last June, marking Bank Sohar’s debut in 
Buraimi Governorate.  This was followed by the launch of three 
new branches in Ruwi, Al Amerat and Al Khabourah during the 
third quarter, thereby enhancing the Bank’s ability to serve both 
retail and corporate clients. In tandem with this expansion, the 
bank’s Automated Teller Machine (ATM) was also upgraded to also 
offer Cash Deposit facilities at key locations. As of end-December 
2011, Bank Sohar’s network comprised of 25 branches and 44 
ATMs. In an effort to broaden its reach to its expanding customer 
base, Bank Sohar plans to open new branches and broaden its 
ATM infrastructure during the course of 2012. 

The CBO continued to pursue an accommodative monetary 
policy during 2011 to support the economic recovery.

Consistent with sustained recovery of the real economy, total 
assets of commercial banks jumped 17.5% to OMR 18.388 
billion as of December 2011, from OMR 15.648 billion for 

the corresponding period of 2010. Aggregate deposits of 
commercial banks, on a year-on-year basis, increased to OMR 
12.573 billion during the year of 2011, from OMR 10.517 billion 
for the corresponding period the previous year. The credit 
growth also accelerated by 16.6% to OMR 12.515 billion as 
of December 2011 from OMR 10.724 billion during the same 
period in the previous year.

Reflecting the recovery of the economy, narrow money supply 
(M1) increased significantly by 22.4% to RO 3,264.6 million up 
to September 2011 on a year-on-year basis compared to 19.1% 
rise during the corresponding period of the previous year.

Broad money (M2) ie, M1 plus quasi-money (time and saving 
deposits) also expanded at a higher rate of 13.9% to RO 9,493 
million up to September 2011 compared to a rise of 8.7% up 
to September 2010.

Consistent with sustained recovery of the real economy, 
aggregate deposits of commercial banks, on a year-on-year 
basis, increased by 18.1% to RO 11,772.4 million during the 
first nine months of 2011 compared to 11.6% rise during the 
corresponding period the previous year.

The credit growth also accelerated by 12.4% to RO 11,882.2 
million up to September 2011 compared to 9.9% increase during 
the same period the previous year, the report noted. Reflecting 
comfortable liquidity condition, both deposit and lending rates in 
Oman moved downward over the year.

While the weighted average rial deposit rate fell from 
1.85% in September 2010 to 1.45% in September 
2011, the weighted average rial lending rate declined 
from 6.98% to 6.43% during the same period. 
Commercial banks’ interest rate spread was under mild pressure 
as it fell from 5.14% in September 2010 to 4.98% in September 
2011.

In the over-night call money market in Oman, the average daily 
turnover during first nine months of 2011 was marginally lower 
at RO 22.62 million compared to RO 24.35 million during the 
same period the previous year.
However, the average call money rate increased marginally to 
0.09% per annum up to September 2011 from 0.08% a year 
ago. The inter-bank call money rate was marginally higher than 
the CBO CD rate throughout 2010 and 2011.

Signalling international confidence in the Omani banking sector, 
global credit rating agency Standard & Poor’s upgraded the 
Banking Industry Country Risk Assessment (BICRA) rating to 
group ‘4’ from group ‘5’ in November 2011. The rating agency 
also upgraded Oman’s economic risk score to ‘4’ from ‘6’ and 
assigned an industry score of ‘4.’

S&P’s BICRA analysis for a country is designed to evaluate 
and compare global banking systems on a scale from ‘1’ to ‘10,’ 

Set out in the Management Discussion & Analysis Report is a 
detailed overview of Bank Sohar’s business during the 2011 
financial year.  It focuses on the core segments of business and 
discusses prospects and opportunities for the year ahead in the 
context of the prevailing macroeconomic environment. 

The year 2011 was an exceptional one for Bank Sohar as this 
young banking institution continued to evolve and make its mark 
on the banking and financial landscape of Oman.  Building on 
the previous year’s exemplary performance, the Bank garnered 
key gains in a number of core areas of its business in 2011 – the 
result of an unswerving focus on achieving sustainable growth.

Boosted by its strong operating performance, Bank Sohar 
registered a net profit of RO 14.497 million for the financial 
year December 2011 compared to RO 10.22 million for 
the previous year, entailing a year-on-year increase of 41.8%. 
The operating profit for the year was OMR 20.007 million 
compared to OMR 15.645 million in 2010, an increase of 27.9%.  
Net interest income during the year climbed 13.6% to OMR 
34.757 million, compared to OMR 30.595 million in 2010. The 
operating income for the year 2011 increased by 22.60% from 
OMR 35.231 million in 2010  to OMR 43.186 million. The cost-
to-income ratio stood at 53.67% in 2011, down from 55.6% in 
2010.

Significant gains were made in other areas of the Bank’s business 
as well. Net loans and advances jumped 12.9% during the year 
to touch OMR 1,020 million, against the previous year’s level of 
OMR 903 million.  Customer deposits grew by 17.2% to OMR 
1,171 million during the year, as compared to OMR 999 million 
in 2010.  The Overall gross loan addition stood at RO 120.788 
million. As of end 2011, the gross loan book of the Bank stood 
at RO 1.041 billion, representing an increase of 13.1% for the 
year.

It must be stressed that Bank Sohar’s creditable financial 
performance during 2011 is the result of a concerted effort 
by the management and staff to build on the successes of the 
previous year, as well as to focus on all aspects of the Bank’s 
business.  This was achieved in conjunction with parallel efforts 
to improve the overall quality of its assets, enhance yield growth, 
and reduce operating expenses.

The strong overall fundamentals of the Bank have attracted 
positive assessments from Fitch, a leading international rating 
agency, which in 2011, assigned a Long Term Issuer Default 
Rating of BBB+ to Bank Sohar. The favourable rating recognises 
the strength of the Bank’s commercial franchise and its growing 
market presence in the Sultanate. It also acknowledges the Bank’s 
very low non-performing loan ratio and its good provisioning 
coverage ratio. In essence, the BBB+ Rating attests to the 
excellent asset quality of the Bank and its prudent functioning. 
Most importantly, the rating underscores the robust confidence 
enjoyed by its retail and wholesale customers – a praiseworthy 
achievement indeed for a mere five-year old institution.

Fitch has also assigned to Bank Sohar a Short-term Issuer default 
Rating of F2, Individual Ratings of C/D and Support Rating of 2, 
and a Support Rating floor of BBB+. 
 
BuSINESS	ENVIRONMENT

Despite uncertainties in the global economy and the Euro Zone 
crisis, the Omani economy witnessed a significant turnaround in 
gross domestic product (GDP) growth in 2010. This momentum 
was sustained in 2011, driven largely by a recovery in oil prices, 
which averaged to $102.1 per barrel for Omani crude oil till 
September 2011, versus the previous year’s average price of 
$76.6 per barrel.

GDP reached RO 22.2 billion ($57.67 billion) in 2010, 
amounting to a 23.44% increase over the 2009 figure. This 
augured well for the economy going into 2011, showing the 
Sultanate had recovered from the 22.6% year-on-year loss it 
suffered in 2009. The trend is set to continue, with forecasts 
from October predicting 5.6% growth for 2011.

During the first half of 2011, GDP at current prices grew by 
20.7% to RO 13 billion. While the nominal GDP emanating 
from the hydrocarbon sector registered an impressive growth 
of 28.5%, the same from the non-petroleum activities rose by 
13.8% during the first half of 2011.

Following elevated levels of crude oil prices in the international 
markets, the Sultanate’s external sector balance improved 
significantly. The monthly average exports during the first 
five months of 2011 was RO 1,396.36 million while average 
monthly recorded imports were RO 750 million.

As a result, the average monthly merchandise trade balance 
improved to RO 646.4 million during the first five months of 
2011 compared to RO 540.2 million during the corresponding 
period in 2010.

Improvement in the external merchandise trade balance was 
mainly on account of higher exports. While oil and gas exports 
increased by 19.3% to RO 4,846.2 million during the first five 
months of 2011, non-oil exports rose by 22.9% to RO 1,205.4 
million.

Although global recovery has slowed down in 2011, its impact 
on Oman has so far been limited. Notwithstanding global 
uncertainties, the outlook for Oman remains positive for 2012. 
Although inflation rate in 2011 so far, has been higher than that 
in 2010, it was, by and large, under control.
As of now, the global outlook on price front remains benign 
and it is likely to remain so, at least during the first half of 2012 
due to downside risks to global growth, particularly in the 
developed countries.

Price situation in Oman remained, by and large, under control 
during 2011. Up to September 2011, the average inflation rate, 
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ranging from the lowest-risk banking system (Group 1) to the 
highest-risk banking systems (Group 10). After the upgrade, 
Oman stands with Brazil, Kuwait, Malaysia, South Africa and 
Taiwan in Group 4.

In a statement on its website, S&P said, “Oman’s institutional 
framework is shaped by what we view as the regulator’s good 
track record, and adequate regulation and supervision, which 
are increasingly aligned with international standards.”

In a major development with important ramifications for the 
banking and financial sector, the Omani government gave its nod 
for the introduction of Islamic banking services in the Sultanate.  
Following  Royal Order in this regard by His Majesty Sultan 
Qaboos bin Said in May 2011, the Central Bank of Oman issued a 
landmark circular (BM 1081) to all licensed banks operating in the 
Sultanate of Oman. The circular authorises the conduct of Islamic 
banking through exclusive Islamic banks and windows of existing 
licensed banks. The CBO has also mandated a minimum capital 
requirement of OMR 10 Million for Islamic Banking windows.

A number of leading Omani commercial banks, including Bank 
Sohar, have since unveiled plans and strategies to offer shariah-
compliant banking products and services to their customers. 
The market regulator, the Central Bank of Oman, has also 
issued licenses for the establishment of two new banks – Bank 
Nizwa and Al Izz International Bank – which will exclusively 
focus on offering Islamic banking services. The new banks are 
expected to commence operations as soon as the legal and 
regulatory framework for Islamic banks is finalized. Bank Nizwa 
and Al Izz International Bank are expected to start operations 
sometime in 2012. 

Bank Sohar is committed to introducing Islamic Banking during 
2012 through the opening of as Islamic Banking window. 
Towards this goal, the Bank is putting in place frameworks, 
systems and procedures to facilitate the roll-out of Shariah-
compliant products and services. 

INVESTMENT	 OPPORTuNITIES	 AND	
CHALLENGES

Targeting an economic growth of 7% in 2012, the government 
unveiled its State Budget for 2012 with a total public expenditure 
of RO10 billion. This represents an increase of 23% (RO 800 
million) over the original 2011 budget figures and an increase of 
8.7% against the amended budgeted level RO 9.2 billion in 2011. 
Current expenditure stands at RO 6.4 billion, which represents 
the lion’s share of government spending at 64.5%, followed by 
investment expenditure at RO 2.7 billion.  – an increase of RO 
800 million over the revised expenditure of 2011.
The State budget has been formulated within the framework 
of the objectives of the Eighth Five Year Plan (2011 – 2015) 
with the aim to stabilise the macro-economy and preserve 
the public finance balances and the gains achieved through the 
comprehensive development.

While announcing the budget earlier this year, the Government 
affirmed its commitment to continue implementing the 
economic diversification strategy and supporting the non-
oil productive sectors in a way that leads to expanding the 
production base of the economy and creating employment 
opportunities for the nationals.

The government has estimated total public revenues for 2012 
at RO 8.8bn, 81.8% of which is expected to be generated from 
the oil and gas sector. The budget, which is based on an average 
oil price of US$75 per barrel and production of 915,000 barrels 
per day, is expected to record a deficit of RO1.2bn for the year 
2012.

The allocation for development projects has been hiked by 17% 
to RO1.4bn compared to RO1.2bn in 2011. The oil and gas 
production expenditure is estimated to be RO1.3bn in 2012.

Emphasizing its ongoing commitment to human development, 
the government has pledged to provide 36,000 job opportunities 
for nationals in the government, in addition to 2,000 jobs in 
government companies.

The education sector has also received a large portion of the 
budget expenditure, with an allocation of RO1.3bn, which 
includes basic and general education for 518,000 students as well 
as spending for 85,000 students for internal and external missions.

The estimated expenditure for the health sector will be 
RO500mn which is 5% of the total public expenditure. The 
development budget also includes reserves of RO120mn for 
constructing 2,500 housing units for people with limited income.
Significantly, 12 new projects will be implemented from the Eighth 
Five Year Plan at a total cost of RO1.63bn. The new projects will 
add to the ongoing Five Year Plan projects currently totalling RO 
6.9bn. The projects include the construction of the RO1bn Al 
Batinah Expressway and building five hospitals in Muscat, Suwaiq, 
Salalah, Khasab and Dhalkout at a cost of RO238mn. A further 
RO60mn will be spent on the construction of 29 schools, while 
RO100mn is earmarked for infrastructure at the Samail, Ibri and 
Duqm industrial estates. Projects related to scientific research 
and information receive RO 27 million in funding. 

Utility infrastructure will receive a boost during the 5th Plan with 
around RO70mn to be spent on the supply of water to Muscat 
and Quriyat from Wadi Dayqah dam, as well as the establishment 
of water distribution networks for villages in the Muscat and Sur 
wilayats. Sewerage networks and plants are to be built in Barka, 
Musannah and Ibri, in addition to the completion of sewerage 
projects in Muscat and Salalah at a total cost of RO141mn.

In conjunction with the unveiling of the State Budget, several 
additions were also announced to the 8th Five Year Plan.  The 
amended reserves as at the end November 2011 stood at 
RO 13.7 billion compared with the original reserves of RO 

12 billion, representing an increase of 13.5% which goes to 
development projects encompassing all key sectors. 

The additional total obligations (as a result of greater 
commitments to improving social conditions  through 
employment generation, improvement of living standards, 
enhancing welfare spending, and so on), amounted to RO 11 
billion, of which RO 9 billion has been earmarked towards 
current civil and security expenses and about RO 2 billion for 
development projects.

Consequently, total spending for the 8th Five Year Plan has 
been increased to RO 54 billion, compared with RO 42.7 
billion originally envisaged for the plan period, representing an 
increase by almost 26.4%. 

RETAIL	BANkING

Year 2011 for Retail Banking Division commenced with a huge 
determination to enhance business and exploit the market 
potential to the maximum. Bank Sohar  managed to tap into the 
potential market whilst adopting deliberate risk averse strategy. 

The Bank added 4 new branches during the year, expanding the 
branch network to a total of 25 branches by end 2011.   These 
additions in prime locations yielded fruitful results for the Bank in 
terms of additional business and have been of much convenience 
to the customers.  During the year, the Bank also added 7 ATMs, 
taking the total count to 44 machines across the Sultanate, i.e. 25 in 
the branches and 19 off-site ATMs.  Bank Sohar customers continue 
to enjoy the privilege of free-of-charge access to over 650 ATMs 
under the “Oman-Net” platform.  Bank’s ATMs at Buraimi and 
Wajajah borders were activated with the “Dirhams Dispensing” 
facility; thus adding immense convenience to businessmen who 
travel and transact business across the border on a regular basis 
as well as to customers who visit the United Arab Emirates.  
Cash Deposit facility at all branch ATMs was added as another 
convenience offered to customers. With the addition of this facility, 
the Bank’s existing ATM machines perform a dual function.   

At the close of 2011, Savings Deposits registered an increase of 
36% (RO158.434 Mio at 2011 year end against RO116.64 Mio 
at 2010 year end) which was a remarkable growth considering 
severe competition from competitor banks.  It was our superior 
customer service, expended network and attractive Savings 
Scheme that yielded the desired results in the Savings portfolio. 
Deposits of Retail customers have increased from RO155 Mio 
at the close of 2010 to RO190 Mio at the close of 2011, an 
increase of 22.58%.

Bank Sohar’s ‘Time to Win’ Al Mumayaz savings scheme was launched 
in March 2011 comprising of a daily prize draw of RO5,000/-.  This 
cascaded with the quarterly bonanzas offered in March, June and 
September.  While the March jackpot of RO150,000 went to a 
single winner,  there were two winners for the June jackpot prizes 

– RO 150,000 to one, plus an exclusive prize of RO 100,000 to 
the second. The September prize consisted of 30 winners winning 
RO 5,000 each with a guaranteed winner from each branch.   The 
mega prize draw of RO 600,000 was held in December at Saham 
which again had two lucky winners - RO 450,000 to one and an 
exclusive prize of RO 150,000 to the second. 

The scheme was extremely well received by all customers 
prompting us to extend it till January 31st, 2012.

The Bank launched three promotions during the year.   “You 
Spend We Pay” covered the Classic, Gold and Platinum Credit 
Cards as well as Internet Cards.   There were total 15 lucky 
winners during the promotion period for 3 months with five 
winners winning RO1,000/- each. 

Exclusive holiday packages were also unveiled for Excel Credit 
and Debit Card holders with a focus on “More Savings & More 
Fun”.  The Bank’s offer of attractive discounts on holiday packages 
included air travel to an enormous choice of destinations. Yet 
another summer promotion conducted jointly by Bank Sohar 
and Muscat Duty Free was offered to Debit and Credit Card 
holders for a period of two months.  The promotion was raffle-
based and was linked to the amount that passengers spent at 
the Duty Free outlets.   The winner of the Summer Promotional 
Campaign received a power packed Bank Sohar Excel Diamond 
Card of USD 25,000.

With the consistent efforts in executing the strategies, the 
credit card customer base has seen an impressive growth of 
40% during the year.

Bank Sohar became the third bank in the Sultanate to join 
the world’s leader in global payment services and branches - 
Western Union global network.  With this arrangement, Bank 
Sohar now offers all inbound, outbound and domestic transfer 
services, as well as the Western Union QuickPay and QuickCash 
services at most of its branches. 

The Bank continued to host it’s exclusive social gatherings for 
its customers in different regions of the country during the year.   
These gatherings were highly valued as an opportunity to informally 
meet up with customers and interacting with them in person.

As  part of team building culture, the management continued to 
bring the Branch Managers together regularly and meet up to 
discuss ways and means for achieving the business objectives in 
the most customer oriented fashion.  These meetings provided 
an opportunity to share, consult, brain storm as well as reward 
the deserving staff for their performance.

WHOLESALE	BANkING

Wholesale Banking remained a key contributor to the overall 
performance of the Bank in the year 2011. 
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The Division witnessed consistent growth for the fourth consecutive 
year in terms of assets, fee income and in mobilization of deposits 
from a diverse corporate clientele. The specific achievements of the 
six divisions under the ambit of Wholesale Banking are as under:

Large Corporate Banking Unit (LCB):

LCB caters to the complete banking requirements of high-
end corporates with large turnovers who are located in the 
Sultanate of Oman.  Not only are these corporates happy with 
our quality services, but the Bank continues to build on these 
relationships. The Large Corporate also added new relationships 
while also offering our top-end clients’ diverse products, such 
as Trade Finance, Credit Cards and Forex lines. Besides, we 
actively cross sell retail services to corporate clients. 

The six divisions within the Large Corporate has talented 
sector specific Senior Relationship Managers to cater to the 
specific banking requirements of key players in Oil & Gas, Non-
Banking Financial Services, Project Finance, Mining & Quarrying, 
Real Estate & Construction, and Manufacturing  sectors. 

Large Corporate concluded a number of major syndication 
deals with the support of local, as well as leading GCC Banks, 
to address the requirements of large projects in the Sultanate. 

Emerging Corporate Banking (ECB):

The business focus of this Unit is to address the banking 
requirements of SMEs, Omani Entrepreneurs and the businesses 
of other Omani individuals. This Unit is aptly located near the 
industrial area in Muscat for easy accessibility for the client and 
also to facilitate senior level interaction by the Relationship 
Managers at the clients’ locations. 

ECB is growing steadily in terms of business. In an effort to 
enhance coverage and visibility, ECB also interacts with other local 
bodies, Government Organizations dedicated to promoting SME 
and Omani entrepreneurial potential. This year, we sponsored a 
seminar designed to help Omani Women Entrepreneurs acquire 
the necessary skills to run SME units. This Unit also caters to 
the product requirements of SME clients in terms of trade and 
foreign exchange. To the Unit’s distinctive advantage, the Bank 
has employed talented local Relationship Managers, who are 
in a position to feel the pulse of the client’s requirements and 
thereby extend tailor made solutions in the quickest possible 
time. The ECB Unit has tapped large corporate clients in the 
Wholesale Banking Division in sourcing opportunities and in 
extending banking facilities to sub-contractors

Government Institutions & Public Sector Group (GI & PSG):

We are proud to say that among the local Banks, only few Banks 
like ours have a dedicated team to address the requirements 

of prestigious Government & Public Sector entities.  In fact, the 
large majority of local Public Sector Units engaged in commercial 
operations, as well as all the key Government Departments are 
currently avail a range of facilities offered by this Unit. A key 
highlight of this year has been our success in addressing the 
large requirements of nationally important Public Sector Units 
in helping them to meet their expansion objectives by making 
available long term loans through strategic tie-ups with other 
strong Omani Banks. 

Services such as remittances, trade, and other retail products 
continue to be greatly sought after by the clients of this segment 
to the mutual benefit of both customers and the Bank. 

Financial Institutional Group (FIG):

The main focus of this group is to network our Bank globally 
through extensive Correspondent Banks. This is to facilitate free 
flow of trade transactions across the border to help Omani 
corporates not only facilitate their business, but also to access 
superior facilities across the globe and thereby enhance their 
trade volumes. 

This Unit also studies “Country and Bank” risks across the world 
and sets prudential exposure levels in tune with our risk appetite 
for such exposures. In this year, this Unit successfully identified a 
number of emerging growth markets with the potential to provide 
new business opportunities for the Bank and thus enhance our 
return on placement of surplus funds. We are proud to have 
hosted a meeting with a visiting delegation from the Central 
Bank and five top banks of a prominent emerging country with 
leading local banks of Oman, with the aim of advancing our 
mutual banking interests and to further the partnership business 
model with them. The partnership with fundamentally strong 
banks will not only benefit the banking community here but also 
enable us to address the growing funding requirements linked to 
the implement of important projects within the Sultanate. 

FIG is the main coordinator for the Bank’s rating appraisal by 
Fitch. The rating agency once again reaffirmed the superior 
rating assigned to us this year as well, based on the sustainable 
growth business model of the Bank. 

Trade Finance (TF):

This is one of the key product units within Wholesale Banking 
handled by a team of skilled Omani staff, who cater to the trade 
finance requirements of the Retail & Wholesale segment of the Bank. 
Over the last two years, the non-funded business volume has 
grown exponentially, demonstrating the Bank’s strong ability in 
handling such volumes from our corporate clients. 

The Trade Finance Department also participated in various 
events hosted by the Public Authority for Investment 
Promotion and Export Development (PAIPED), Export 
Credit Guarantee Agency (ECGA) and Oman Chamber of 

Commerce and Industry (OCCI) to enhance the visibility of, 
as well as disseminate the Bank’s technical knowledge to the 
business community across the Sultanate. 

This year, we organized two seminars in prominent locations i.e. 
at Salalah and Sohar, for the benefit of all the leading corporates 
located there.  Both events were well attended and appreciated 
by the local corporates. Similarly, the Bank organised corporate 
specific training sessions for Government, Public Sector and 
Large corporates at their business locations.  These sessions 
helped throw light on a variety of technical issues and also 
provide valuable information on global requirements in cross 
border trade. 

Trade Finance has successfully conducted in-house workshops 
on UCP 600 for its Corporate clients. Further, on public 
demand, the Bank’s Trade Finance Experts team will organise 
much larger events during 2012, focusing on UCP, Incoterms, 
Demand Guarantees and ISPB. 

Treasury:

Treasury’s key focus is to ensure the profitable management 
of the residual funds, oversee regulatory ratio management, 
and provide advisory services to top corporate clients on 
structured products and derivatives. 

This division caters to the requirement of remittances of retail 
and corporate clients across the Bank. They also liaise with 
important Government Units in tapping surplus funds for the 
Bank’s requirements. 

Treasury sends SMS advice to the top clients as well as electronic 
mails detailing the latest happenings to high-end clients who 
have foreign exchange exposure in the Balance Sheet. 

Treasury demonstrated its capabilities to leading corporates and 
PSU teams that visited us during the year. Further, Treasury also 
entertained the in-house training requirements of personnel 
assigned to the Bank’s top clientele. 

During the year, Treasury concentrated on product upgrade, 
besides enhanced subscriptions to globally reputed Foreign 
Exchange service providers that enabled us to structure 
innovative solutions in line with the requirements of key clientele. 

Overall, Wholesale Banking has achieved the desired levels 
of synergy from the combined operations of all the six 
units within, as well as from the retail division of the Bank, in 
extending superior services to corporate clients. In doing so, 
it clearly demonstrated its ability to enrich the relationship 
through enhanced product sales to diverse top-end clients in 
this market. 

In short, the Wholesale Banking business model demonstrated 

our mission statement of the Bank as a “One stop financial 
super mall having boutiques of products and services across 
various segments, each with a unique set of propositions”. 

FINANCe 

The Finance Team at Bank Sohar provides support to the 
Executive Management and the Board in the planning and 
decision-making processes by providing vital information and 
critical in-depth analyses of the Bank’s performance. The Bank 
leverages its Information Technology to provide analyses of the 
profit contribution from business lines, products and customers. 
The Management Information generated by the department 
enables the Bank to make sound business decisions based on 
a thorough understanding of the Bank’s profitability dynamics 
and focus on key business lines in a challenging and competitive 
environment. The Finance Department continues to enhance 
its information systems with the latest tools and techniques 
available to make the information more meaningful and ensure 
greater value addition. 

Cost Management is one of the key focus areas of the Bank. The 
department plays an active role in cost management initiatives 
with a view to maximizing the Bank’s profits and deriving optimum 
benefits of synergies arising out of the capital and operating 
expenses incurred by the Bank. The Bank strongly believes in 
presenting financial statements, which are transparent and provide 
useful, adequate and meaningful disclosures to the users of the 
financial statements. In line with this approach, the Bank follows 
the best practices in disclosure requirements of the International 
Financial Reporting Standards and regulatory authorities. 

Financial Review 2011

The net profit for the period ended 31st December, 2011 
is OMR 14.497 million. This was arrived at after considering 
the General Provision on Portfolio basis on the loan book 
amounting to OMR .881 million as per the guidelines of the 
Central Bank of Oman. During the year, the Bank has made an 
operating profit of OMR 20.007 million which is 27.9% higher 
than the operating profit for the Year 2010. This profit has been 
achieved primarily by a risk-controlled growth of the loan book, 
reduced cost of funding, improved balance sheet management 
and improved cost efficiency.

During the year, the Bank built a total customer credit exposure 
of OMR 1,041 million and customer deposits of OMR 1,171 
million. The Savings Deposits have increased to OMR 158 
million. The growth in customer assets during the period was 
13% and growth in customer deposits was 17%. The Bank was 
able to increase its market share consistently during the year 
and has closed the year with 8.57% of private sector credit and 
6.80% of total deposits.

The basic earnings per share (EPS) was 14.497 baiza per share.
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Net Interest Income

The net interest income of OMR 34.757 million was primarily 
due to the growth in the Bank’s loan book, improved yields 
on assets, reduced cost of liability and improved balance sheet 
management. The Bank’s average total assets were OMR 
1,229 million. The average net interest margin was 2.83% with 
an average interest yield of 4.95% and gross average interest 
expense of 2.36%.

Non-interest income

The non-interest income for the year amounted to OMR 8.429 
million. Non-interest income consists of fees and commissions 
and includes account servicing fees, credit related fees, advisory 
fees and other management fees, sales commission, placement 
fees and syndication fees. The Bank continues its focus on 
significantly increasing its fee based income.

Operating expenses

The Bank’s operating expenses was OMR 23.179 million in 2011. 
Operating expenses include the cost of the Bank’s network of 25 
operational branches (4 of which were launched during the Year 
2011),  staff costs, other administrative costs for advertisements, 
communication, recruitment, information technology initiatives 
and depreciation. The average staff strength during the year 
was 549. The cost to income ratio of the Bank has improved to 
53.67% in 2011 as compared to 55.6% in 2010.

Provisions

During the year 2011, the Bank has made non-specific provisions 
of OMR .881 million for possible credit losses inherent within 
the loans and advances portfolio. In the absence of any past 
credit history, the Bank has adopted the Central Bank of Oman’s 
norms for making the provision against loans and advances 
on a portfolio basis which represents the possible loss to the 
portfolio. The Bank has made a specific provision of OMR 2.59 
million in conformity with Central Bank of Oman Regulations. 
We have made a ‘Provision for Impairment in Investments,’ and 
an amount of RO 0.017 million has been provided in the Income 
Statement..

Assets

Total assets of the Bank as on 31 December 2011 were OMR 
1,432 million. Net loans and advances as on 31 December 
2011 was OMR 1,020 million.

Capital Adequacy

The Bank’s capital adequacy ratio, calculated according to the 
guidelines set by the Bank of International Settlements (BIS) 

was 14.22% as on 31 December, 2011. While the international 
requirement as per BIS is 8%, the Central Bank of Oman’s 
regulations stipulate that banks maintain a BIS ratio of 12% or 
more. Tier 1 capital was OMR 120.3 million and Tier 2 capital 
was OMR 63.6 million. During the year 2010, the bank had 
successfully raised a sub-ordinated debt of OMR 50 million, 
with a maturity of 7 years, that is included in Tier 2 capital for 
capital adequacy purposes.

Liquidity Management

Liquidity risk is the risk that the Bank will be unable to meet its 
liabilities when they fall due. To limit this risk, the management 
has arranged diversified funding sources, manages assets with 
liquidity in mind, and monitors liquidity on a daily basis. Cash 
and balances with Central Banks, treasury bills, certificates of 
deposits issued by the Central Bank of Oman and placements 
with banks accounted for 19.7% of total assets and 24% of total 
deposits as on 31 December 2011. A detailed note on maturity 
of liability is disclosed in section D2 of the financial statements.

HuMAN	RESOuRCES

HR continued its pivotal role in driving Bank’s performance 
through our people in the true sense. The main focus for 2011 
was to enhance performance and productivity and to provide 
employment and career opportunities to our internal staff as 
well as the Omani society. Our continuous efforts in developing, 
motivating and engaging our team has succeeded in addressing 
the organisational objectives in the continued challenging business 
environment. Bank also reached the milestone of achieving the 
90% Omanisation target set for the Banking industry.

Our approach always has been to embrace international best 
practices, customised to our needs, environment and culture for 
the long term benefit on the Bank.

Omanization

In just 5 years the Banks has achieved 90% Omanisation and 
has thus kept up with its commitments to shareholders, Central 
Bank of Oman and the Omani society. The challenge in 2011 
was to enhance Omanisation at senior level as well as in the 
core business and in specialised functions such as Corporate 
Banking, IT, Audit, Risk Management, Product Development 
and Training which was achieved with much efforts and with 
support of the respective functions.

Training & Development

The development of skills and competencies continued in 2011 
to continually support the skill set demand of the business.  
3281 participants attended 370 training and development 

programs in 2011.  

Leadership Excellence Program

As a long term strategy to address the future needs of the bank 
to develop future leaders and hone their competence, the bank 
introduced talent management and leadership development 
program.  10% of the workforce went through structured 
competence assessment process (through development 
centre) to identify the developmental needs.  Based on the 
finding, a 12 month; 7 module; Leadership Excellence program 
has been developed and is being attended by 44 of the senior 
and middle managers.

Voice of the Employee

The Bank believes that the external customer satisfaction 
lies in the employee satisfaction.  Therefore, Human resource 
conducted an employee opinion survey to assess and 
understand the level of engagement the employees have with 
Bank Sohar.  Action plans have been prepared to address the 
identified needs for enhancement of employee engagement.  

STAR (Staff Appreciation & Recognition) program has been 
initiated to appreciate and recognise efforts made by staff 
to achieve organisational goals and objectives as well as 
participating in community service 
In addition to this, Team Briefing (an organisational 
communication) process was introduced to communicate 
organizational goals set by executive management across the 
bank and to receive feedback from staff.

Performance Management

Increasing numbers of staff and supervisors in the bank were 
engaged in constructive discussions on ways to enhance 
performance and improve results. The Leadership Excellence 
Programme mentioned above has as one of its five key themes, 
that of addressing individual and team performance. 

To further improve the external customer satisfaction and enhance 
internal processes and the way we serve each other “External 
Customer Service Index” & “Internal Customer Service Index” 
were created and aligned to the goals and objectives set for all 
the employees of the Bank through performance management 
system.  The findings of these surveys are being used to enhance 
our internal and external customer satisfaction processes.

Productivity

The initiative to enhance the productivity of people and processes 
was partnered with CEDAR consultants. Based on the analysis of 
organisation chart, workflow, and volumes handled, comparisons 
were made to local/regional benchmarks. The final recommendations 
are being implemented in stages to ensure minimum interruption 
to the business. This project was jointly handled by HR and Central 
Operations and a Task Force from departments was formed to 
implement and continue on a long-term basis.

Corporate Social Responsibility

At Bank Sohar, we understand and realise that our success as 
a financial institution is very closely driven by the success of 
the society.  We therefore, always make efforts to go beyond 
the financial success and make efforts to support various 
community initiatives that do make a difference to the society 
we serve. 
We actively encourage our staff to volunteer in various 
community services; thereby creating intangible goodwill for 
the Bank in the community.  Annual blood donation, cleaning 
the beaches, participation in career fairs and visiting universities 
and colleges to raise awareness amongst the future potential 
workforce are some of the initiatives we do on an ongoing basis.

Supporting the National Association for Cancer Awareness 
(NACA), Dar Al Atta’a Association’s School Programme, the 
Al Najah Program, Oman Association for the Disabled – Sohar, 
Association for the Welfare of Handicapped Children – Autism 
Center, Al Noor Association for the Blind etc are some initiatives 
we took to serve the community, this year.  

Above all the Bank sponsored and supported the Association of 
Early Intervention for Children with Disabilities, an organization 
for children with special needs.  

OPERATIONS

To complement the Business Model of delivering product sales 
& customer services in the branches, centralising the transaction 
processing and customer database becomes critical and this 
induces synergy.

This helped in reducing the transaction costs and ensured 
error free operations. The performance of Central Operations 
is tracked through their Service Level agreements with 
Business units. Central Operations is always on the lookout 
for opportunities to improve the service offered to Retail 
and Corporate customers. Central Operations works closely 
with business units to meet the end customer needs. New 
initiatives are in progress to improve the efficiency in the bank 
in coordination with external consultancy. IVR implementation 
and STP for payments are examples of such new initiatives 
taken by the bank.
 



Bank Sohar Annual Report 2011 Bank Sohar Annual Report 201132 33

Standard Operational Processes for delivery of products and 
services were constantly redefined during the year under 
review from the perspective of implementation of best 
practices, risk identification, and containment. The process 
of delivering the products & services from the operational 
feasibility and convenience of delivery at the same time 
ensuring the implementation of regulatory policies concerning 
the operational aspects of the banking is handled within the 
Bank in a disciplined manner. This year all the Trade Finance 
Processes were converted into Bank’s standard process format. 

Focused efforts were made at all levels to ensure prompt redressal 
of customer complaints. Root cause analysis was performed to 
eliminate perennial issues. This year, a new initiative has been 
launched to implement a robust complaint management system 
in the bank for speedy complaint resolution.

IT	DEVELOPMENT

Technological advancements in the Information and Communication 
Technology (ICT) sector has enhanced the creation of new business 
models and Bank Sohar’s strategy has been to leverage Information 
Technology to provide convenient and efficient services to its 
customers. The Bank in line with His Majesty’s vision of harnessing 
Information Technology for all round development of Oman, has 
integrated IT across its value chain for Operational excellence.

IT has transformed the banking operations and made customer’s 
experience more convenient through services such as Anytime, 
Anywhere Banking through a range of Delivery Channels such 
as ATMs, e-Banking & SMS and across Payment & Settlement 
Systems. The Bank’s IT has become a key instrument in providing 
efficient services setting it apart from the competition. 

Major milestones were achieved include getting all ITD domains 
re-certified for the Second Cycle (2011-2013) of Information 
Security Management System (ISO/IEC 27001:2005) and 
becoming the first Bank in the Sultanate to achieve ISO/IEC 
27001:2005 certification. 

Bank Sohar was the first Bank in the Sultanate to provide 
Straight Through Processing Integration, offering instant EK-
DO-TEEN India Remittance through e-Banking Channels.

During the year, the Bank was in the forefront of implementing 
various initiatives of the Central Bank of Oman such as Oman 
National Switch (ONS), Banking Credit & Statistical Bureau 
(BCBS), Electronic Cheque Clearing (ECC) and Securities 
Settlement System (SSS). As part of the HR & IT initiatives, 
four Omani staff were provided intensive Training on Oracle 
Technical Specialised Program for Oracle Developers. Four 
Omani staff were earlier sent for a comprehensive Training on 
Finacle Core Banking System at Infosys, India.

Among the notable achievements during the year 2011 was 
the introduction of Western Union Money Transfer ; IT Service 

Management (ITSM), Security Incidents and Events Management 
(SIEM) for 24/7 log monitoring; implementation for Wide-Area-
Network Optimisation; Centralised Network Management and 
Monitoring initiative and implementation of SWIFT 7 for secure 
message exchange. The Bank’s Website won laurels as it bagged 
the Silver Award in Oman Web Awards 2011.

The Bank foresees opportunities in the form of a strategic 
Government initiative on Islamic Banking and hopes to gain 
a competitive advantage in providing state-of-art, fast, reliable 
electronic services to its Internal and External Customers; 
proposed automation of Technological Solutions, introduction 
of an interactive e-learning module to efficiently spread 
Information Security awareness bank-wide and enhancing 
Information Security preventive and detective countermeasures 
to handle emerging Information Security Risks.

FINANCIAL	RISk	MANAGEMENT

The Bank recognizes the fact that it is exposed to uncertainties 
and risks due to various economic and / or environmental 
factors. Some of these are inherent to business and others 
unforeseen and unexpected. Proactively, the Bank has 
adopted a comprehensive process to manage the expected 
and unexpected risks and to minimise the adverse effects 
of such risks and uncertainties. Towards this goal, the Bank is 
progressively and rapidly equipping itself. Tools and systems 
capable of assessing, monitoring and controlling risk exposures 
in a scientific manner are being put in place.  

The prime responsibility for managing risk, and for ensuring that 
controls are put in place in respect of risk, lies with the business 
units within the Bank. The Bank has a document approved by 
the Board of Directors on management of risk in the Bank. This 
document describes the Bank’s approach to risk management. 
Risk appetite is implemented through risk limits. 

Identification, measurement, monitoring and management of 
risk remain a key focus area for Bank Sohar. The risks in the Bank 
are managed through a “Three Lines of Defense Model”. All the 
businesses act as the first line of defence through ownership 
and management of their respective risks. The second line of 
defence is shared by the Risk & Compliance functions.  Risk 
provides “Functional Leadership” to the businesses by educating 
and training managers on the policies, processes and controls 
set by Risk.   It also identifies risks, measures them and reports 
to the management. Compliance ensures the application of all 
the policies and processes and conformance with the current 
regulatory guidelines and the applicable laws of Oman. Internal 
Audit acts as the third line of defence. It reviews and exercises 
supervision of the first two tiers of defence. The review 
findings act as a risk reporting tool for the Board and as inputs 
for upgrading of processes and plugging gaps in controls by 
Risk. In this manner, Bank Sohar follows an “Integrated Risk 
Management” practice.

The Bank recognises the function of Risk Management 
as ‘Enterprise-wide Risk Management’ whose primary 
responsibility is to ensure the existence of, and compliance 
with, an effective Risk Management framework in the context 
of the Bank’s business and operating environment. The Bank 
has a well established Risk Management Unit with a team of 
experienced and competent professionals. The structure for 
Risk Management consists of the:
· Board of Directors 
· Risk Management Committee of the Board 
· Assets and Liabilities Committee; and the  
· Operational Risk Committee 
The Assets and Liabilities Committee has responsibility for 
market and liquidity risk and the Operational Risk Committee 
is responsible for managing the operational risk in the Bank.  
A Mid-Office is in place to track and manage treasury risks.  
The Board of Directors has the overall responsibility for the 
establishment and superintendence of the Risk Management 
framework in the Bank.  

Risk Management involves identification, measurement, 
mitigation and monitoring of various risks in such a way as to 
consistently meet the objective of maximising risk-adjusted 
returns within the defined risk appetite set by the Board of 
Directors. The Risk Management Unit sets limits which are 
consistent with the Bank’s risk appetite, monitors and reports 
on compliance within those limits and provides supervision in 
relation to the management of risk. 

Capital Risk 

The Bank has a strong and diverse shareholder profile that gives 
the Bank the necessary confidence in its ability to raise capital 
when it is needed. The Bank has maintained a capital adequacy 
ratio of 14.22% in terms of regulatory capital and 9.30% in 
terms of tier 1 capital.

Credit Risk 

In a Bank’s portfolio, losses stem from outright default due 
to inability or unwillingness of a customer or counterparty to 
meet commitments in relation to lending, trading, settlement 
and other financial transactions. Alternatively, losses may also 
result from reduction in portfolio value arising from actual or 
perceived deterioration in credit quality. Credit Risk is therefore 
the possibility of losses associated with diminution in the credit 
quality of counterparties. 

There is a clear segregation of responsibilities relating 
to acquisition, risk appraisal and credit delivery involving 
comprehensive due diligence process of quality standards 
based on international best practices. The Bank has established 
a separate Risk Management Committee of the Board to 
oversee the integrated risk management functions of the 
Bank. The Chief Risk Officer of the Bank (Sr. DGM-Risk) is 
now reporting directly to the Risk Management Committee. 

The credit officers of the Bank evaluate credit proposals on 
the basis of the approved product policy and risk assessment 
criteria. Before disbursements are made, the credit officer also 
conducts a review of the borrower’s profile and a check on the 
delinquencies database.  The Bank has an independent Credit 
Administration Department for effective control. In keeping 
with best practices, it is desired that units that are procurers of 
business do not have access to loading the limits in the system 
and administering the credit delivery.

For wholesale credit exposures, the management of credit risk 
is done through target market definition and standardized credit 
approval processes. These include a well-established procedure 
of comprehensive credit appraisal and rating. 

The Bank has with the assistance of Moody’s developed 
internal credit rating models. This is used for rating obligors 
in the Corporate and Emerging Corporate sector having 
audited financials. Moody’s rating system is flexible and uses 
a combination of objective and judgmental parameters. This 
is statistically tested and a reliable obligor rating is obtained. 
During the year, the Bank has internally developed a score card 
model in Moody’s rating to rate SMEs without financials. The 
model is tested successfully. It is now being back tested by the 
Business unit by rating their accounts without financials. The 
model will be adopted after validation. Moody’s have brought 
out a version upgrade of the rating analyst. The version was 
successfully upgraded in the test server. The production server 
will be upgraded with the new version shortly.  The rating 
serves as a key input in the approval as well as post-approval 
credit processes. The rating for every borrower is reviewed at 
least once a year. The bank has conducted a transition matrix 
analysis and it is observed that the rating migration of the rated 
universe is as per the macro economic trends of the Omani 
economy thus giving added assurance to the management on 
the efficiency of the Moody’s rating model adopted by the 
bank. The Bank also conducts portfolio rating for each industry/
sector using its internally developed portfolio rating model. 

The Bank’s exposure to sensitive sectors like commercial real 
estate and capital markets are regularly monitored by the top 
management. In addition, taking into account the economic 
scenario, stress testing for exposures in the real estate sector 
is conducted at least once in a quarter.  For exposures against 
capital market securities, the valuation and validation is done 
on a weekly basis and on a daily basis during periods of high 
volatility. The Risk Management Committee of the Board also 
evaluates the sensitive sector exposures of the Bank periodically. 
The Bank’s exposure to residential mortgages is well within 
prudential and the regulatory guidelines.  

Industry knowledge is constantly updated. This is done through 
interactions with clients, regulatory bodies and industry experts. 
Sustained post-disbursement monitoring is a critical component 
for maintaining loan quality. Overall portfolio diversification and 
reviews also facilitate mitigation and management. The Bank has 
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an independent Loan Review Department to assess the loan 
quality and credit grading. The Department provides ongoing 
assurance to the Board of Directors and to the regulatory 
authority on the loan quality and on their management 
process. The Risk management Department provides to the 
top management a very comprehensive risk profile which 
is a compendium of integrated risk in Credit, Market and 
Operational risk in the bank. The extent and coverage of 
monthly risk profile is further enhanced during 2011 by adding 
9 more risk pointers during the year.

The Loan Review Process leads to categorization of assets based 
on the quality of the assets. With the focus on upgradation of 
the quality of the Bank’s Loan Book, the Review Process evolves 
strategies on an ongoing basis. It also looks into the existing 
provisions of the Credit Policy/Process documents of the Bank 
and suggests additions or changes where necessary. An important 
objective of the Loan Review Process is the capture of the early 
warning signals for the changes in the asset quality. With these 
signals suitable pre-emptive action can be initiated. The early 
warning signals can put the Relationship/Credit Personnel on alert.  
Strategies could be drawn up in time to avert potential defaults to 
the best extent possible through a suitable Account Plan.

In the retail loan businesses, the credit cycle is managed through 
appropriate front-end credit, operational and collection processes. 
For each product, programs defining customer segments, 
underwriting standards, security structure etc. are specified to 
ensure consistency of credit buying patterns. The Bank extends 
consumer loans only against the assignment of salary and only 
to the customers meeting certain prequalification requirements. 
With the granularity of individual exposures, retail credit risk is 
managed largely on a portfolio basis, across various products 
and customer segments. In the Bank’s retail credit operations, 
all products, policies and authorisations are approved by the 
Board or a Committee of the Board. The Bank continuously 
reviews the retail credit parameters based on portfolio analytics. 
Based on findings of the risk analysis of the retail loan portfolio, 
the Bank has reviewed the Personal Loan Policy. It has built in 
adequate controls to contain the risk by revising qualifying risk 
distinguishing parameters. Risk based limits are set up for various 
groups of customers with identifiable risk profile. 

The core banking software in use at the Bank has the capability 
to carry out asset classification on a daily basis. In accordance 
with this, specific provisioning is made as per the guidelines of the 
Central Bank of Oman. Non-specific standard asset provisioning 
is also made as per the guidelines of the Central Bank of Oman  
The Bank has developed a robust Management Information 
System from the core banking software which enables proactive 
credit risk management. The Bank is also in the process of 
procuring software systems capable of conducting scenario 
analysis, stress tests and loan loss forecasting capabilities. The 
objective of this is twofold:  to move in to advanced approaches 
under Basel II for capital adequacy computation; and to use the 
guidelines to make risk based strategic business decisions and 

capital allocation, which is expected to result in maximising the 
risk adjusted returns.     

In the case of Credit Risk, the Bank follows the Standardised 
Approach with regulatory stipulated risk weights for all 
assets and a comprehensive risk mitigation approach. This is 
in compliance with guidelines issued by the Central Bank of 
Oman, on the implementation of BASEL II recommendations. 

In keeping with the size of the Bank, the credit approval authority 
is adequately decentralised with appropriate control reporting 
systems. The distribution of the Bank’s portfolio among the 
broad divide of Retail/Personal and Others is largely decided 
by regulatory guidelines. The Bank’s credit risk management 
policies play a significant role in maintaining good asset quality 
with Gross and Net NPA at 1.58% and 1.59% respectively. 

Market Risk

The Bank’s exposure to market risk is a function of its trading and 
asset-liability mismatches and its role as a financial intermediary 
in customer-related transactions. Market risk is the possibility of 
loss arising from changes in the value of a financial instrument 
as a result of changes in market variables such as interest rates, 
exchange rates, credit spreads and other asset prices.  The 
objective of market risk management is to minimise the impact 
of losses on earnings and equity capital due to market risk.  The 
Bank has a well defined structure to manage market risk with 
clear segregation of duties among the dealers (front office, back 
office and middle office).

The middle office tracks and monitors Market Risk and reports 
the position of market risk on a daily and monthly basis. The 
middle office sets and reviews risk limits through the Assets 
& Liability Committee and monitors the actual exposures vis-
à-vis limits. The Bank manages Foreign Exchange Risk through 
monitoring open position limits. The interest rate risk is managed 
through Asset Liability Management limits, Gap Analysis and 
studying the impact of interest rate shock.

Market risk policies include risk governance framework, risk 
assessment strategy in the light of the current and expected 
environment. These policies and processes are articulated in 
the Asset & Liability Management Policy. The Investment Policy 
addresses issues related to investments in various trading 
products. Interest rate risk is measured through the use of 
re-pricing gap analysis. The Bank also analyses the impact of 
interest rate risk by working out stress tests applying interest 
rate shocks. The Bank limits its exposure to exchange rate risk 
by stipulating position limits and closely monitoring this.

The Assets and Liability Committee meets monthly to discuss 
the maturity mismatches and the liquidity risks that Bank Sohar is 
exposed to, and discuss the steps to undertaken to mitigate such 
risks. The Assets and Liability Committee also discusses and finalises 
action plans to manage interest rate risks. With the guidance of 

this Committee, the Bank’s Treasury manages liquidity risk, interest 
rate and foreign exchange risk, adhering to the treasury policy 
guidelines and market risk limits laid down in the market risk policy. 

Liquidity Risk 

The objective of the Bank’s liquidity policy is to:

•  Enable the Bank to maintain sufficient liquid assets to cover 
cash flow imbalances and fluctuations in funding,  

• Maintain full public confidence in the Bank’s business  
• Enable the Bank to meet all of its financial obligations. 

Liquidity Risk arises when a bank is not able to meet its financial 
obligations as they fall due, or can do so only at excessive cost. 
The day-to-day management of liquidity continues to be the 
responsibility of the Treasury Division. This Division manages the 
Bank’s portfolio of liquid assets and the Bank’s contingency funding 
plans. The Bank’s liquidity risk policy is monitored by the Assets 
and Liability Committee, which receives regular reports on the 
Bank’s liquidity position. Liquidity risk is measured through liquidity 
gap analysis and contingency liquidity planning and policy. The 
Bank ensures adequate liquidity at all times through systematic 
funds planning and maintenance of liquid investments as well as 
by focusing on more stable funding sources such as retail deposits. 
During the current year, the Savings bank deposit has recorded a 
growth of 36%. The Bank also complies with regulatory guidelines 
which govern the scope and nature of the Bank’s holding of liquid 
assets. The Market Risk Policy stipulates broad guidelines in respect 
of liquidity risk management such as gap limits. 

Operational Risk

In line with the risk management guidelines issued by the Central 
Bank of Oman and in keeping with best banking practices, 
the Bank has put in place an operational risk management 
framework. Operational risk is the risk of loss resulting from 
inadequate or failed internal processes, people and systems or 
from external events. Operational risks in the Bank are managed 
through a comprehensive internal control framework. 

The Bank has put in place an Operational Risk Management 
Policy approved by the Board.  This broadly covers all the areas of 
operational risk and supporting policies like Risk & Control Self-
Assessment Policy and Loss Data Management Policy. The policies 
are applicable across the Bank and aim to ensure clear directions, 
responsibility and accountability, for management of operational 
risk in the Bank. The Operational Risk Management framework 
comprises of Operational Risk Policy, methods of identification 
of risks, assessment of risks, and controls to mitigate these 
risks, monitoring and mitigation of risk. Further, as a proactive 
risk management practice, the Bank has identified 25 Key Risk 
Indicators of operational risk, which are monitored periodically. 
The Bank has laid down the framework for reporting and 
management of operational risk incidents and losses. The Bank 
has also assessed the Risks & Controls of certain important 

business areas through an RCSA model. The Bank has also 
constituted an Operational Risk Committee to oversee the 
management of Operational Risk. In line with the directions 
of the Central Bank of Oman, the Bank is providing capital 
for operational risk as per the Basic Indicator Approach of 
Basel-II. Bank Sohar views the implementation of the Basel II 
Guidelines as an opportunity to systematically review its risk 
management systems and practices with an objective of aligning 
them to international best practices. The Bank has adopted the 
Standardised Approach for Credit Risk and Market Risk and the 
Basic Indicator Approach for Operational Risk. The Bank has 
assessed the key requirements of the New Capital Adequacy 
Framework contained in the Basel II Guidelines issued by 
the apex bank and has set in place processes for effective 
implementation. 

INTERNAL	CONTROL

A system of effective internal controls is a critical component 
of operational risk management and a foundation for safe and 
sound operations of a bank. Bank Sohar   recognises effective 
internal control as a key component of operational risk 
management. Internal controls and the internal audit process 
are considered by the Bank as the primary means to control 
operational risk. The Bank has put in place a mechanism to 
control the activities both at the central level and at the unit 
levels with the following objectives:

• Effectiveness and efficiency of operations
• Reliability of financial reporting
• Compliance with applicable laws and regulations

Internal Control for effectiveness and efficiency of operations 
addresses the Bank’s basic business objectives including 
performance and profitability goals and the safeguarding of 
the Bank’s resources. A key component of the Bank’s internal 
control system is the operation of a solid accounting and 
information system and includes the preparation of reliable 
financial statements and other financial information. The 
internal controls for compliance are in place to ensure that 
the Bank adheres to the laws and regulations and by doing 
so avoids damages and negative consequences. Internal control 
framework at Bank Sohar has been designed with all the 
controls necessary to provide reasonable assurance about the 
achievement of the objectives. 

Process Documentation: The Bank has with the assistance of 
external experts developed and documented all the material 
and significant processes of the Bank in Sox Exchange format. 
This documentation with the process work flow charts, controls 
and responsibilities serve as operating guidelines for each of the 
activities.
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1.	INTRODuCTION

The following disclosures are being made in accordance with the revised capital adequacy rules under the Basel II framework issued 
by the Central Bank of Oman (CBO) through circular number BM 1009 dated 13 September 2006. These disclosures aim to provide 
market participants material qualitative and quantitative information about Bank Sohar’s risk exposures, risk management strategies 
and processes of capital adequacy.

2.	SuBSIDIARIES	AND	SIGNIFICANT	INVESTMENTS

Bank Sohar is not part of any Group either as a member or as the top corporate entity in the Group.

3.	CAPITAL	STRuCTuRE

The authorised share capital of the Bank is 1,000,000,000 shares of RO 0.100 each. The issued and paid up capital of the Bank is 
1,000,000,000 shares of RO 0 .100 each.

The Bank raised subordinated loan of RO 50 million in 2010 with a maturity of 7 years. The subordinated loan carries fixed rate of 
interest. According to the Regulations of CBO, the subordinated loan is considered as Tier II capital for Capital Adequacy purposes. 
Principal amount of the subordinated loan is repayable on maturity while interest is payable periodically.

The Bank has a diverse shareholder profile providing the Bank the necessary opportunity to raise additional capital  
upon necessity.

4.	CAPITAL	ADEquACY

The Bank’s capital adequacy ratio, calculated according to guidelines set by the Bank of International Settlements (BIS) as adopted by CBO 
was 14.22%. While the international requirement as per BIS is 8%, the CBO’s regulations stipulates that local banks maintain a minimum 
capital adequacy ratio of 12%.

The Banks strategy is to maintain adequate capital to allow the Bank to operate under adverse market conditions and which can 
absorb unforeseen losses.

Capital structure

Tier 1 Capital RO ’000

Paid up share capital 100,000

Legal reserve 5,705

General reserve 413

Retained earnings 16,602

Minority interests in the equity of subsidiaries  - 

Innovative instruments  -

Other Capital instruments  -

Regulatory calculation differences deducted from Tier 1 capital  -

Other amounts deducted from Tier 1 capital, including goodwill, deferred tax and investments    (2,389)

Total amount of Tier 1 Capital 120,331

Total amount of Tier 2 Capital 63,625

Total amount of Tier 3 Capital -

Total amount of Tier 2 Capital and Tier 3 Capital 63,625

Other deductions from capital -

Total eligible capital 183,956
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The Bank has a capital adequacy assessment process through which senior management assesses the Bank’s capital against its risk 
profile. Asset Liability Committee (ALCO) is the forum in which the capital adequacy is assessed, based on the next quarter’s business 
forecast and the risk profile envisaged. The management believes to be proactive and therefore, have decided to have an internal 
threshold limit of 13%, for initiating action to ensure maintenance of regulatory minimum capital adequacy ratio of 12% at all the 
times. This enables senior management to ensure that the Bank has adequate capital to support all material risks it is exposed to, while 
achieving the desired business growth.

The Bank has adopted the standardized approach for credit risk and basic indicator approach for operational risk and standardized 
duration approach for market risk under the Basel II regulations, as prescribed by the CBO for all banks operating in Oman with effect 
from 1 January 2007.

5.	RISk	ExPOSuRE	AND	ASSESSMENT

5.1			MANAGEMENT	OF	RISk	IN	BANk	SOHAR	-	APPROACH	AND	POLICY
 
The Bank’s activities expose it to a variety of financial risks. Taking risk is core to the financial business, and the operational risks are an 
inevitable consequence of being in business. The Bank’s aim is therefore to achieve an appropriate balance between risk and return 
and minimize potential adverse effects on the Bank’s financial performance.

The risks in the Bank are managed through a “Three Lines of Defense model”, with all Businesses acting as the front line by owning 
the respective risks and managing them. The second line of defense is shared by Risk and Compliance functions. While Risk provides 
“Functional Leadership” to the businesses by educating and training them on the policies, processes and controls set by Risk and 
also identifying risks, measuring and reporting to the management. Compliance ensures application of all the policies and processes 
conform with the current regulatory guidelines and applicable laws of Oman. Internal Audit acts as the third line of defense through 

 RO ’000

Total	and	Tier	1	Capital	Ratio,	Risk	Weighted	Assets

S. No. Details Gross Balances
( Book Value)

Net Balances
( Book Value)*

Risk Weighted Assets

1 On-balance sheet items 1,445,561 1,400,919 1,069,619

2 Off - balance sheet items 152,816 152,816 140,521

3 Derivatives 4,044 4,044 4,044

4 Total for Credit Risk 1,602,421 1,557,779 1,214,184

5 Risk Weighted Asset for Market Risk - 15,300

6 Risk Weighted Asset for Operations Risk - 64,440

7 Total Risk Weighted Assets 1,557,779 1,293,924

8 Tier 1 Capital 120,331

9 Tier 2 Capital 63,625

10 Tier 3 Capital -

11 Total Regulatory Capital 183,956

11.1 Capital requirement for credit risk 145,702

11.2 Capital requirement for market risk 1,836

11.3 Capital requirement for operational risk     7,733

12 Total required capital 155,271

13 Tier 1 Ratio 9.30%

14 Total Capital Ratio 14.22%

* Net of provisions                              

reviews and exercising oversight of the first two lines of defense. The review findings act as a risk reporting tool for the Board and as 
inputs for upgrading of processes and plugging gaps in controls by Risk. Thus an “Integrated Risk Management” practice is followed by 
Bank Sohar.

The Risk department prepares a comprehensive risk profile of the Bank on a monthly basis covering credit risk, market risk and 
operational risk. In addition to standalone risk, risk at the portfolio level, risk movement across the portfolio etc. are tracked. The risk 
profile indicates the state of various risks and risk recommendations for mitigation and control of risk. The report is placed before the 
top management every month and quarterly to the Risk Committee of the Board. 

Bank’s philosophy is to undertake risks which are well understood and within the laid down risk appetite of the Bank. 

5.2			CREDIT	RISk	MANAGEMENT						

Credit risk is the risk that a customer or counterparty will fail to meet their obligations to the Bank as they become due. Credit risk 
arises primarily from loans and other credit products available to the customers and from the liquid and investment assets held by 
our treasury division. Credit risk is managed at three stages - at the origination stage, approval stage and at the transaction/portfolio 
monitoring stage. 
The Bank has a credit risk management policy in place, which has laid down policies and framework relating to credit risk management, 
for all the three stages stated above. The policy is applicable for the Wholesale Banking Credit.

All the retail loans follow a template approach based on parameters set in the Board approved policies for various retail lending 
products. All the commercial and corporate credit originations have to go through a borrower rating system of Moody’s and only those 
with acceptable ratings are progressed further for approval of credit. The Bank too has a credit approval delegation matrix in place, 
which is risk sensitized and based not merely on the quantum of credit. 

In compliance with guidelines issued by the CBO, on the implementation of Basel II recommendations, in the case of credit risk, the 
Bank follows standardised approach with risk weights as recommended by the CBO.
The core banking software of the Bank has the capability to carry out asset classification on a daily basis. In accordance with this, 
specific provisioning is made as per the guidelines of the CBO. Non-specific standard asset provisioning is made as per the guidelines 
of the CBO.  

The Bank’s disclosure policy was approved by the Board of Directors on 15 November 2009 and these disclosures have been 
prepared in accordance with the same.

5.3			CREDIT	RISk	MEASuREMENT

The Bank measures credit risk in terms of asset quality using two primary measures- the provisioning ratio and the non performing 
loans ratio. The provisioning ratio is the annual charge for provisions as a percentage of total loans. The non performing loans ratio is 
the ratio of non performing loans as a percentage of total loans. Further, the risk movement is tracked through portfolio analysis with 
focus on concentrations. These are detailed out in the following tables. 

The Bank strictly  adheres to the extant regulatory guidelines of assigning risk weights to its credit exposures based on counterparties 
involved and risk weights for non-funded exposures after application of credit conversion factors. It has adopted standardized approach 
in computing capital adequacy. Lending directly to the Government or investment in sovereign instruments alone will be considered 
to be sovereign exposures and all others as corporates and risk weights as applicable will be assigned.
 
Definitions of past due and impaired

The classification of credit exposures is considered by the Bank for identifying impaired credit facilities, as per CBO circular number 
BM 977 dated 25 September 2004. 
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5.4			TOTAL	GROSS	CREDIT	RISk	ExPOSuRES,	PLuS	AVERAGE	GROSS	ExPOSuRE	OVER	THE	
PERIOD	BROkEN	DOWN	BY	MAjOR	TYPES	OF	CREDIT	ExPOSuRE

Average gross exposure Total gross exposure

S. No. Type of credit exposure
2011 2010 2011 2010

RO’000 RO’000 RO’000 RO’000
1 Overdrafts 50,009 20,404 63,223 55,349
2 Personal loans 359,727 361,944 367,949 364,558
3 Loans against trust receipts 21,683 16,206 21,342 15,031
4 Other loans 536,179 493,609 577,818 478,245
5 Bills purchased /discounted 7,868 8,019 10,595 6,957
6 Any other              -              -                -              -
7 Total 975,466 900,182 1,040,927 920,140

5.5		GEOGRAPHIC	DISTRIBuTION	OF	ExPOSuRES,	BROkEN	DOWN	IN	SIGNIFICANT	AREAS	BY	
MAjOR	TYPE	OF	CREDIT	ExPOSuRES

 RO ’000

S. No.

Type of 
credit 
exposure Oman

Other 
GCC 

countries
OECD 

countries India Pakistan Others Total
1 Overdrafts 63,223 -  - - - - 63,223
2 Personal loans 367,949 -  -           -  - - 367,949
3 Loans against trust receipts 21,342              - - - - - 21,342
4 Other loans 524,518 20,575 6,160 3,850 3,465 19,250 577,818
5 Bills purchased /discounted 10,595 -  -           -  - - 10,595
6 Any other             -           -         -         -         -           -                -
7 Total 987,627 20,575 6,160 3,850 3,465 19,250 1,040,927

5.6		INDuSTRY	OR	COuNTER	PARTY	TYPE	DISTRIBuTION	OF	ExPOSuRES,	BROkEN	DOWN	BY	
MAjOR	TYPES	OF	CREDIT	ExPOSuRE

 RO ’000

S. No. Economic sector Overdraft Loans

Bills 
purchased/
discounted

Loans 
against 

trust 
receipts Total

Off-
balance 

sheet 
exposure

1 Import trade 7,280 22,385 - 3,322 32,987 22,762
2 Export trade - 27 - - 27 -
3 Wholesale & retail trade 9,102 113,061 1,497 8,283 131,943 -
4 Mining & quarrying 405 20,279 - - 20,684 -
5 Construction 8,227 170,990 5,719 2,308 187, 244 46,720
6 Manufacturing 3,771 23,484 940 5,200 33,395 9,059
7 Electricity, gas and water 828 18,459 823 - 20,110 -
8 Transport and communication - 51,692 - - 51,692 1,875
9 Financial institutions 2,478 51,723 - - 54,201 37,955
10 Services 12,289 99,516 1,254 2,181 115,240 28,708
11 Personal loans 8,565 359,383 - - 367,949 -
12 Agriculture and allied activities -   1,000 - - 1,000 -
13 Government -   444 - - 444 31,369
14 Non - Resident lending -   13,324 - - 13,324 -
15 All others 10,278             -      362        48      10,687     5,212
16 Total 63,223 945,767 10,595 21,342 1,040,927 183,660

5.7			RESIDuAL	CONTRACTuAL	MATuRITY	BREAkDOWN	OF	THE	WHOLE	PORTFOLIO,	BROkEN	
DOWN	BY	MAjOR	TYPES	OF	CREDIT	ExPOSuRES

 RO ’000

S. No. Time band Overdraft Loans

Bills
purchased / 
discounted

Loans 
against 

trust 
receipts Total

Off - 
balance

sheet
exposure

1 upto 1 month 63,223 79,934 10,595 21,342 175,094 8,822

2 1 - 3 months - 143,227 - - 143,227 48,435

3 3 - 6 months - 45,714 - - 45,714 9,548

4 6 - 9 months - 19,227 - - 19,227 6,628

5 9 - 12 months - 29,315 - - 29,315 4,815

6 1 - 3 years - 126,341 - - 126,341 63,108

7 3 - 5 years - 56,527 - - 56,527 17,306

8 Over 5 years           - 445,482           -           -    445,482   24,998

9 Total 63,223 945,767 10,595 21,342 1,040,927 183,660

5.8	BY	MAjOR	INDuSTRY	OR	COuNTER	PARTY	TYPE
 RO ’000

S. No. Economic sector
Gross 
loans NPLs

Performing 
loans General Specific 

Reserve 
interest

Provisions 
made 

during 
the period

Advances
written off 

during 
the period

1 Import trade 32,987 65 32,922 329 60 6 291 -

2 Export trade 27 - 27 - - - (5) -

3
Wholesale & 
retail trade 131,943 78 131,865 1,319 17 9 116 -

4 Mining & quarrying 20,684 - 20,684 207 - - 101 -

5 Construction 187,244 170 187,074 1,872 52 51 612 -

6 Manufacturing 33,395 33 33,361 334 21 7 (155) -

7
Electricity, gas and 
water 20,110 - 20,110 201 - - 120 -

8
Transport and 
communication 51,692 - 51,692 517 - - 386 -

9
Financial 
institutions 54,201 - 54,201 241 - - (223) -

10 Services 115, 240 172 115,068 1,152 86 - 464 -

11 Personal loans 367,949 6,852 361,097 7,219 4,196 575 1,227 -

12
Agriculture and  
allied activities 1,000 - 1,000 10 - - 10 -

13 Government 444 - 444 4 - - (1) -

14
Non- Resident
lending 13,324 - 13,324 133 - - (59) -

15 All others     10,687   8,629        2,058        21 1,982    752    583      -

16 Total 1,040,927 15,999 1,024,928 13,559 6,414 1,400 3,467      -



Bank Sohar Annual Report 2011 Bank Sohar Annual Report 201144 45

5.9			AMOuNT	OF	IMPAIRED	LOANS	AND,	IF	AVAILABLE,	PAST	DuE	LOANS	PROVIDED	
SEPARATELY	BROkEN	DOWN	BY	SIGNIFICANT	GEOGRAPHIC	AREAS	INCLuDING,	 
IF	PRACTICAL,	THE	AMOuNTS	OF	SPECIFIC	AND	GENERAL	ALLOWANCES	 
RELATED	TO	EACH	GEOGRAPHICAL	AREA

 RO ’000

S. No. Countries
Gross 
loans NPLs General Specific 

Reserve 
interest

Provision 
made 

during the 
year

Advances 
written off 
during the 

year

1 Oman 987,627 15,999 13,026 6,414 1,400 3,467 -

2

Other 
GCC 
countries 20,575 - 206 - - - -

3
OECD 
countries 6,160 - 62 - - - -

4 India 3,850 - 39 - - - -

5 Pakistan 3,465 - 35 - - - -

6 Others      19,250           -      193         -         -         -       -

7 Total 1,040,927 15,999 13,559 6,414 1,400 3,467       -

5.10		MOVEMENTS	OF	GROSS	LOANS
 RO ’000

Performing loans Non - performing loans

S. No. Details Standard
Special

mention
Sub- 

standard Doubtful Loss Total

1 Opening balance 878,609 33,480 1,669 1,213 5,169 920,140

2 Migration / changes (+/-) (31,897) 23,818 5,595 1,091 1,393 - 

3 New loans 1,099,071 - - - - 1,099,071

4 Recovery of loans (978,128) (25) (86) (25) (20) (978,284)

5 Loans written off - - - - - - 

6 Closing balance 967,655 57,273 7,178 2,279 6,542 1,040,927

7 Provisions held - - 1,716 1,065 3,633 6,414

8 Reserve interest - - 276 115 1,009 1,400

6.	CREDIT	 RISk:	 DISCLOSuRES	 FOR	 PORTFOLIOS	 SuBjECT	 TO	 THE	 STANDARDISED	
APPROACH

6.1		quALITATIVE	DISCLOSuRES:	FOR	PORTFOLIOS	uNDER	STANDARDISED	APPROACH

The Bank is following standardised approach in assessing regulatory capital for credit risk. For sovereign risk, zero risk weight is applied, 
as permitted under this approach, whereas for exposures on banks, the risk weight applied depends on the rating of the banks by 
CBO approved international rating agencies like, Moody’s Standard & Poors and Fitch, subject to the respective country rating. In the 
absence of external ratings for most of the corporates, the Bank treats all corporates as unrated and applies 100% risk weight on their 
funded exposures. On the off-balance sheet exposures, the relevant credit conversion factors are applied and aggregated to banks or 
the corporates, as the case may be, and then the risk weight is applied as stated above. Unavailed or yet to be disbursed exposures 
are taken under commitments and risk weights assigned as permitted by the CBO guidelines.

6.2		quANTITATIVE	DISCLOSuRES

The Bank is following a uniform approach of considering all corporates as unrated and applying 100% risk weights.

7.	CREDIT	RISk	MITIGATION:	DISCLOSuRE	FOR	STANDARDISED	APPROACH

The Bank does not make use of netting whether on or off-balance sheet. The Bank’s credit policy specifies the acceptable types of 
collateral, source of valuation and frequency of revaluation as once in three years for mortgaged properties and shares are valued 
on daily basis when the share volatility is high or on a weekly basis in normal times. The main types of acceptable collaterals are cash 
deposits, equity shares listed in the Muscat Securities Market and mortgages. The main type of guarantors is individuals and corporates. 
The Bank is taking only the cash deposits and equity shares for the purpose of credit risk mitigation under comprehensive approach.
 
 RO ’000

Gross credit
Exposure before

CCF, CRM and
Provisions

Eligible financial
Collateral (after

 Application of 
Haircuts)

Eligible 
guarantees

1.Claims on Sovereigns 125,083 - - 

2.Claims on Banks 275,944 - - 

3.Claims on Corporates 559,097 (106,909) - 

4. Retail 436,021 - - 

5.Other Exposures      49,431             -           - 

Total 1,445,576 (106,909)           - 

8.	MARkET	RISk

Market risk is inherent in the financial instruments associated in the Bank’s operations and/or activities including loans, deposits, 
securities, short term borrowings, long term debt, trading account assets and liabilities and derivatives. Market risk is the exposure to 
loss resulting from the changes in the interest rates, foreign currency exchange rates, equity prices and commodity prices. Market risk 
management deals with the impact of change in market variables on the earnings and economic value of the Bank.

Market risk is relevant to banking book and trading book but its measurement and management might differ in each book

9.	MARkET	RISk	IN	TRADING	BOOk

Market risk incorporates a range of risks, but the principal elements are interest rate risk and foreign exchange risk.

Interest rate risk primarily arises on the mismatching of the Bank’s assets with its funding. Mismatches or gaps in the amount of rate 
sensitive assets, liabilities and off balance sheet instruments can generate interest rate risk, the impact of which is a function of interest 
rate changes and the maturity profile of assets and liabilities. This risk is managed by the Bank through the use of appropriate tools (like 
rate sensitive gap analysis, pricing methods of floating rate or interest re-set at periodical intervals) and financial instruments, including 
derivatives.

Foreign exchange risk is the risk of financial loss related to change in value of assets / liabilities, denominated in foreign currencies, 
resulting from changes/adverse movement in the financial markets. Foreign currency risk arises as a result of activity undertaken by 
the Bank when raising and investing funds in currencies other than Omani Riyals and in assuming open positions in foreign currencies. 
Currency risk is managed primarily through open  position limit management  and by the use of currency swaps and forward foreign 
exchange contracts. The risk is also managed, where appropriate, by foreign exchange currency liabilities being matched with assets 
denominated in the same foreign currency. Bank through tools like open position limits monitors and controls the foreign exchange 
risk. Bank has  implemented reporting tools like currency position  report, risk analysis of  currency position, breach analysis report, 
dealer limit breach report to monitor and manage foreign exchange  currency risk.

In compliance with guidelines issued by the CBO on the implementation of Basel II recommendations, the Bank follows the established 
approaches and techniques as per the guidelines to manage market risk and standardized duration approach in assessing capital 
requirements to cover market risk.
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The Assets and Liability Committee (ALCO) conducts periodical meetings to discuss the mismatches in assets and liabilities and 
assesses the interest rate risk, foreign exchange risk and liquidity risk that the Bank is exposed to, so as to take steps to manage 
such risks. With the guidance of ALCO, the Bank’s treasury manages interest rate and foreign exchange risks, adhering to the policy 
guidelines, which stipulate appropriate limits. 

The capital charge for the applicable market risk is furnished below: 
          
 RO ’000

Interest rate position risk                                                                                    -

Equity position risk                                                                                            1,224

Foreign exchange risk                                                                                     1,224

Commodity risk                                                                                                   -

10.		INTEREST	RATE	RISk	IN	BANkING	BOOk

The Asset and Liability Committee (ALCO) manages the Bank’s interest rate risk exposure. The Bank is exposed to interest rate risk 
as a result of mismatches in  re-pricing of assets and liabilities. The Bank manages the interest risk by pricing through floating rates 
of interest, interest re-set clause for fixed interest loans and pricing the assets and liabilities on the same index instrument as far as 
possible.  The statement on interest rate sensitivity of assets and liabilities has been prepared in accordance with guidelines provided in 
circular BM 955 dated 7 May 2003. The interest rate risk is assessed through interest rate gap analysis. The Bank assesses the interest 
rate impact (both earnings perspective and economic value perspective) as per Basel-II guidelines communicated by CBO by applying 
interest rate shock of 200 bps and takes measures to reduce the impact. The impact of 200 bps shock on net interest income and on 
capital is shown in Annexure-1. Bank also assesses impact on earnings of interest rate shock of 50 and 100 bps.

11.		LIquIDITY	RISk

The Bank’s approach to managing liquidity is to ensure , as far as possible , that it will always have sufficient liquidity to meet its 
liabilities when due, under both normal and stressed conditions without incurring unacceptable losses or risking damage to the Bank’s 
reputation.

Central treasury receives information from other business units regarding the liquidity profile of their financial assets and liabilities and 
details of other projected cash flows arising from projected future business. Central treasury then maintains a portfolio of short-term 
liquid assets, largely made up of short-term liquid investment securities, loans and advances to banks and other inter-bank facilities, to 
ensure that sufficient liquidity is maintained within the Bank as a whole. The liquidity requirements of business units are met through 
short-term loans from central treasury to cover any short-term fluctuations and longer term funding to address any structural liquidity 
requirements. The Bank has also laid down a comprehensive liquidity contingency plan for effective management of liquidity. In this 
process due care is taken to ensure that the Bank complies with all the CBO regulations. 

All liquidity policies and procedures are subject to review and approved by ALCO. Computation of liquidity gap on maturity of assets 
and liabilities is provided in Annexure2. The computation has been prepared in accordance with guidelines provided in Circular BM 
955 dated 7 May 2003.

12.		OPERATIONAL	RISk

Operational risk is defined as the risk of direct or indirect loss resulting from inadequate or failed internal processes, people and 
systems or from external events. Operational risk arises due to variety of causes associated with the Bank’s processes, personnel, 
technology and infrastructure and from external events and to include risks other than credit, market and liquidity risks.

Bank’s objective is to manage operational risk to avoid /reduce financial losses to the Bank by establishment of necessary controls, 
systems and procedures. The Bank recognises that over controlled environment will affect Bank’s business and earnings, besides adding 
to costs. Therefore, the Bank aims at effective management of operational risk through control optimisation and well established 
systems, methods and governance framework. The Bank has laid down the necessary policies, guidelines and framework to manage 
operational risk incidents and losses.

The primary responsibility for development and implementation of controls to address operational risk is assigned to senior 
management within each business unit. This responsibility is supported by the development of overall Bank’s standards in the following 
areas for management of operational risk:

• Clear reporting lines;
• proper delegation of powers;
• appropriate segregation of duties and authorisation of transactions through a maker checker system and authorisation matrix;
• ownership reconciliation and monitoring of accounts;
• documentation of controls and processes; 
• compliance with regulatory and other legal requirements;
• Periodic assessment of the operational risks faced and evaluating the adequacy of controls and procedures to address the risks 

identified;
• Reporting of operational losses and incidents triggering operational losses and remedial action;
• Development of contingency plans;
• Training, skill up gradation and professional development;
• Ethical and business standards; and
• Risk mitigation through insurance, wherever desirable.

Compliance with Bank’s standards is supported by a programme of periodic reviews undertaken by Internal Audit department. The 
findings of internal audit are discussed with the business unit heads and summary observations of audit are placed to Audit Committee 
and Senior Management of the Bank for corrective action.

Bank with the assistance of external experts have documented processes and controls relating to the material activities of the Bank. 
The process document included process map with a SOX format, detailing the work flow, controls and the responsibilities of the 
persons involved in the process.

Bank has put in place  Board of Directors approved Operational Risk Management Policy, Risk Control Self Assessment (RCSA) Policy 
and Loss Data Management policy. Bank has implemented Operational Risk Loss Event reporting framework to monitor operational 
risk . Bank has developed in-house models for  RCSA and has conducted RCSA for significant business lines. Bank maintains internal 
loss data base duly categorising them under Basel-II designated business lines and event types to study the loss trends and for preparing 
towards Advanced Measurement Approach (AMA). Thus Bank manages the operational risks through the process of well laid down 
policies, models, tools, procedures and governance system, which is periodically reviewed and improved. 
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00 statement on maturity of assets and liabilities (mal)

Annexure 2
RO ’000

Inflows (Assets and OBS)
Upto 1 
month

1-3 
months

3-6 
months

6-9 
months

9-12 
months 1-3 years

Over 3 
years Total

Cash on Hand 7,966 - - - - - - 7,966 
Deposits with CBO 8,250 7,207 6,218 5,605 8,743 6,883 10,641 53,547 
Balances due from Other Banks 84,885 73,140 63,910 - 9,625 - - 231,560 
Investments 23,101 40,025 - - - 14,289 8,244 85,659 
Bills of Exchange and Promissory notes 9,835 14,950 6,361 454  145      20  31,765 
Overdrafts 3,157 3,157 3,157 3,157 3,157 15,786 31,574 63,145 
Loans and Advances 64,185 143,228 45,714  19,227 29,315 126,341 502,010 930,020 
Fixed Assets - - - - - - 14,156 14,156 
Accrued Interest 1,544    341 341   11  67    100    240 2,644 
Other Assets 3,588 - - - - - - 3,588 
Swaps 129,921 163,256 49,986 - - - - 343,163 
Non Performing Loans - - - - 2,046 - 6,139 8,185 
Spot & Forward Purchase 6,509 30,438 1,062 251  51 - - 38,311 
Letters of Credit/Guarantees/
Acceptances 3,000 5,999 1,200 - - - - 10,199 
Committed Lines of Credit 59,509 - - - - - - 59,509 
Unutilized portion of Overdraft and 
Loans & Advances      -         2    4     3    3 23    721    756 
Undrawn Exposure (Syn Loans)      -        -        -        -        -        -   10,978 10,978 
Total 405,450 481,743 177,953  28,708 53,152 163,442 584,703 1,895,151 
Outflows (Liabilities and OBS)         
Current Deposits 47,117 47,117 35,337  23,558 23,558 - 58,896 235,583 
Saving Deposits 7,922 7,922 7,922 7,922 7,922 39,609 79,215 158,434 
Time Deposits 126,851 103,861 93,844  92,105 161,284 112,152 85,491 775,588 
Other Deposits 1,832 - - - - - - 1,832 
Balances due to Other Banks 27,362 15,775 - - - - - 43,137 
Interest Payable 3,009 1,574 2,795 1,501 2,197 1,187 1,474 13,737 
Other Liabilities 7,404 4,291 - - - - - 11,695 
Swaps 130,016 163,328 50,050 - - - - 343,394 
Spot & Forward Sales 6,491 30,402 1,060 248  50      -        -   38,251 
Letters of Credit/Guarantees/
Acceptances 10,199 - - - - - - 10,199 
Committed Lines of Credit      -        -        -        -   13,475 46,034      -   59,509 
Unutilized portion of Overdraft and 
Loans & Advances      63    126 189 189  189 - -    756 
Undrawn Exposure (Syn Loans) 8,922    418 - - - 1,638 - 10,978 
Capital - - - - - - 100,000 100,000 
Reserves - - - - - - 15,493 15,493 
Retained Earnings - - - - - - 12,255 12,255 
Sub-ordinated Debts - - - - - - 50,000 50,000 
Others (Current Year›s Profit/Loss) - - - - - - 14,497 14,497 
Total 377,188 374,814 191,197 125,523 208,675 200,620 417,321 1,895,338 
Cumulative Liabilities 377,188 752,002 943,199 1,068,722 1,277,397 1,478,017 1,895,338  
Gap 28,262 106,929  (13,244) (96,815) (155,523) (37,178) 167,382 (187)
Cumulative Gap 28,262 135,191 121,947  25,132 (130,391) (167,569) (187)  
Cumulative Gap as a % of  
Cumulative Liabilities       7      18  13     2 (10)     (11) -  
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Restated Restated Restated Restated

Note 
A3.1

Note 
A3.1

Note 
A3.1

Note 
A3.1

2009 2010 2011 2011 2010 2009

USD’000 USD’000 USD’000 Notes  RO’000 RO’000 RO’000

ASSETS

343,558 272,784 159,774 Cash and balances with Central Bank B1 61,513 105,022 132,270

52,675 310,291 601,455 Due from banks and other money market 
lendings

B2 231,560 119,462 20,280

2,043,595 2,345,544 2,648,192 Loans and advances-net B3 1,019,554 903,034 786,784

160,234 278,309 222,491 Investment securities B4 85,659 107,149 61,690

37,247 35,753 36,771 Property, equipment and fixtures B5 14,157 13,765 14,340

24,014 26,449 50,738 Other assets B6 19,534 10,183     9,246

2,661,323 3,269,130 3,719,421 1,431,977 1,258,615 1,024,610

LIABILITIES

55,584 133,188 112,042 Due to banks and other money market 
borrowings

B7 43,136 51,277 21,400

101,397 18,280 - Certificates of deposit B8 - 7,038 39,038

2,162,205 2,595,156 3,042,694 Customers’ deposits B9 1,171,437 999,135 832,449

50,114 71,777 100,566 Other liabilities B11 38,718 27,634 19,294

 -    129,870    129,870 Subordinated loans B12      50,000 50,000 -

2,369,300 2,948,271 3,385,172 1,303,291 1,135,084 912,181

SHAREHOLDERS’ EQUITY

259,740 259,740 259,740 Share capital B13 100,000 100,000 100,000

8,397 11,052 14,818 Legal reserve B14 5,705 4,255 3,233

- 1,073 1,073 General reserve B14 413 413 -

1,106 3,397 (5,283) Fair value reserve B15 (2,034) 1,308 426

  22,780   45,597   63,901 Retained earnings   24,602   17,555     8,770

292,023 320,859 334,249 128,686 123,531 112,429

2,661,323 3,269,130 3,719,421 1,431,977 1,258,615 1,024,610

Net assets per share (in baizas) B16 128.69 123.53 112.43

29.20 32.09 33.43 Net assets per share (in cents) B16

277,732 467,244 477,039 CONTINGENT LIABILITIES B17 183,660 179,889 106,927

69,366 544,875 721,242 COMMITMENTS B17 277,678 209,777 26,706
The financial statements were approved and authorized for issue by the Board of Directors on 24 January 2012 and signed on their 
behalf by:

_____________________                              _____________________
         Chairman                         Deputy Chairman 

The attached notes A1 to D6 form an integral part of these financial statments.

Report of the Auditors - page 52.
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2010 2011 2011 2010

USD’000 USD’000 Notes RO’000 RO’000

151,680 157,961 Interest income C1 60,815 58,397

(72,213) (67,683) Interest expense C2 (26,058) (27,802)

79,467 90,278 Net interest income 34,757 30,595

 12,042   21,894 Other operating income C3   8,429    4,636

91,509 112,172 OPERATING INCOME 43,186 35,231

OPERATING EXPENSES

(30,400) (36,592) Staff costs (14,088) (11,704)

(15,639) (18,888) Other operating expenses C4 (7,272) (6,021)

  (4,834)   (4,725) Depreciation B5  (1,819)  (1,861)

(50,873) (60,205) (23,179) (19,586)

40,636 51,967 OPERATING PROFIT 20,007 15,645

(55) (44) Impairment on investments (17) (21)

(2,753) (2,288) Impairment allowance on portfolio basis B3 (881) (1,060)

(7,595) (6,717) Impairment allowance on specific basis B3 (2,586) (2,924)

30,233 42,918 PROFIT BEFORE TAX 16,523 11,640

(3,688) (5,262) Income tax expense C5 (2,026) (1,420)

26,545 37,656 PROFIT FOR THE YEAR 14,497 10,220

 
Other comprehensive income

2,291 (8,231)
Net changes in fair value of available for sale 
financial  assets net of income tax (3,169) 882

2,291 (8,231)
Other comprehensive income for the year, net of 
income tax (3,169) 882

28,836 29,424
TOTAL COMPREHENSIVE INCOME FOR THE 
YEAR 11,328 11,102

Basic earnings per share -  in baizas 14.50 10.22

2.66 3.77 Basic earnings per share -  in cents

The attached notes A1 to D6 form an integral part of these financial statments.

Report of the Auditors - page 52.

Share 
capital

Legal 
reserve

General 
reserve

Fair value 
reserve

Retained 
earnings Total

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Balance as at 1 January 2010 as previously reported 100,000 2,533         - 426 2,470 105,429 

Effect of correction of prior period error [Note A3.1]
            

-         -           -            - 7,000     7,000

Transfers
            

-    700        -       -  (700)             -

Balance as at 1 January 2010 - restated 100,000 3,233         - 426 8,770 112,429 

Total comprehensive income

Profit for the year - - - - 10,220 10,220

Other comprehensive income

Net change in fair value of available for sale investments 
(note B4)            -         -        - 882           -      882

Total comprehensive income            -         -        - 882 10,220 11,102

Transfers
            

- 1,022 413          - (1,435)              -

Balance as at 31 December 2010 100,000 4,255 413 1,308 17,555 123,531

Share 
capital

Legal 
reserve

General 
reserve

Fair value 
reserve

Retained 
earnings Total

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Balance as at 1 January 2011 100,000 4,255 413 1,308 17,555 123,531

Total comprehensive income

Profit for the year          -         -      -           - 14,497 14,497

Other comprehensive income

Net change in fair value of available for sale investments 
- net of tax (note B4)      - - - (3,169)          - (3,169)

Release on sale of available for sale financial assets            -         -        -   (173)           -     (173)

Total comprehensive income            -         -        - (3,342) 14,497 11,155

Dividends paid for the year 2010            -         -        -         - (6,000) (6,000)

Transfers             - 1,450        -          - (1,450)             -

Balance as at 31 December 2011 100,000 5,705 413 (2,034) 24,602 128,686

The attached notes A1 to D6 form an integral part of these financial statments.

Report of the Auditors - page 52.
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Share 
capital

Legal 
reserve

General 
reserve

Fair value 
reserve

Retained 
earnings Total

USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

Balance as at 1 January 2010 as previously reported 259,740 6,579         - 1,106 6,416 273,841 

Effect of correction of prior period error [Note A3.1]             -         -           -            - 18,182     18,182

Transfers             - 1,818        -         -  (1,818)             -

Balance as at 1 January 2010 - restated 259,740 8,397         - 1,106 22,780 292,023 

Total comprehensive income 

Profit for the year - - - - 26,545 26,545

Other comprehensive income

Net change in fair value of available for sale investments 
(note B4)            -           -          - 2,291           - 2,291

Total comprehensive income            -           -          - 2,291 26,545 28,836

Transfers             -   2,655 1,073           - (3,728)             -

Balance as at 31 December 2010 259,740 11,052 1,073 3,397 45,597 320,859

Share 
capital

Legal 
reserve

General 
reserve

Fair value 
reserve

Retained 
earnings Total

USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

Balance as at 1 January 2011 259,740 11,052 1,073 3,397 45,597 320,859

Total comprehensive income

Profit for the year          -         -      -           - 37,656 37,656

Other comprehensive income

Net change in fair value of available for investments - 
net of tax (note B4)      - - - (8,231)          - (8,231)

Release on sale of available for sale financial assets             -           -         -   (449)           -     (449)

Total comprehensive income             -           -         - (8,680) 37,656 28,976

Dividends paid for the year 2010            -         -        -         - (15,586) (15,586)

Transfers             -   3,766         -          -   (3,766)             -

Balance as at 31 December 2011 259,740 14,818 1,073 (5,283) 63,901 334,249

The attached notes A1 to D6 form an integral part of these financial statments.

Report of the Auditors - page 52.

2010 2011 2011 2010
USD’000 USD’000 RO’000 RO’000

Operating activities

30,233 42,918 Profit before tax 16,523 11,640

Adjustments for :

4,834 4,725 Depreciation 1,819 1,861

10,348 9,049 Impairment for credit losses and investment 3,484 3,984

1,179 - Reserve interest on loans - 454

(5) (488) Gain on sale of investment securities (188) (2)

(1,303) (2,205) Interest on investment     (849)    (502)

45,286 53,997 Operating profit before changes in working capital 20,789 17,435

(298,476) (311,657) Loans and advances (119,988) (120,688)

(2,488) (24,083) Other assets (9,272) (958)

(83,117) (18,281) Certificates of deposit (7,038) (32,000)

432,951 447,535 Customers’ deposits 172,301 166,686

33,065 (7,094) Due to banks and other money market borrowings (2,731) 12,730

(296,299) (159,675) Due from banks and other money market lendings (61,475) (108,300)

   20,327 29,223 Other liabilities 11,251     8,570

(148,751) 9,966 Cash from/(used in) operating activities 3,837 (56,225)

  (1,927) (3,423) Income tax paid (1,318)     (742)

(150,678) 6,543 Net cash from/(used in) operating activities 2,519 (57,267)

Investing activities

(17,612) (38,304) Purchase of investments (14,747) (6,781)

31,996 4,057 Proceeds from sale/redemption of investments 1,562 12,319

(5,643) (5,748) Purchase of property, equipment and fixtures (2,213) (2,173)

1,304 2,205 Interest received on investments 849 502

           -          8 Proceeds from sale of property, equipment and fixtures          3          -

10,045 (37,782) Net cash (used in)/from investing activities (14,546) 3,867

Financing activities

- (15,584) Dividend paid (6,000) -

129,870           - Subordinate loans received during the year         - 50,000

129,870 (15,584) Net cash (used in)/from financing activities (6,000) 50,000

(10,763) (46,823) Net  change in cash and cash equivalents (18,027) (3,400)

455,732 444,969 Cash and cash equivalents at beginning of the year 171,313 175,457

444,969 398,145 Cash and cash equivalents at the end of the year 153,286 172,057

Representing:

270,852 159,774 Cash and balances with Central Banks 61,513 105,022

28,992 160,481 Due from banks and other money market lendings 61,785 11,162

245,247 163,961 Investment securities 63,125 94,420

(100,122)  (86,070) Due to banks and other money market borrowings (33,137) (38,547)

444,969 398,145 153,286 172,057

The attached notes A1 to D6 form an integral part of these financial statments.

Report of the Auditors - page 52.
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A1 LegAL StAtuS And principAL ActivitieS

Bank Sohar SAOG (“the Bank”) was established in the Sultanate of Oman on 4 March 2007 as a joint stock company and is primarily 
engaged in corporate and retail banking activities through a network of twenty five branches within the Sultanate of Oman. The Bank 
operates under a banking licence issued by the Central Bank of Oman and is covered by its deposit insurance scheme. The Bank 
started commercial operations from 9 April 2007. The registered address of the Bank is PO Box 44, Hai Al Mina, Postal Code 114, 
Muscat, Sultanate of Oman. The Bank has its primary listing on the Muscat Securities Market.
The Bank employed 549 employees as of 31 December 2011 (31 December 2010: 513).

A2  BASiS oF prepArAtion

A2.1  StAtement oF compLiAnce

The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”), requirements of 
the Oman Commercial Companies Law of 1974, as amended and the disclosure requirements of the Capital Market Authority and 
the applicable regulations of the Central Bank of Oman.

A2.2  BASiS oF meASurement 

The financial statements have been prepared under the historical cost convention except for derivative financial instruments and 
available for sale financial assets which have been measured at fair value. 

A2.3  FunctionAL And preSentAtion currency 

These financial statements are presented in Rial Omani, which is the Bank’s functional currency and also in US Dollars, for the 
convenience of the readers. The US Dollar amounts, which are presented in these financial statements have been translated from the 
Rial Omani amounts at an exchange rate of US Dollar 1 = RO 0.385. All financial information presented in Rial Omani and US Dollars 
has been rounded to the nearest thousands.

A2.4  uSe oF eStimAteS And judgementS

The preparation of financial statements in conformity with IFRS requires management to make judgements, estimates and assumptions 
that effect the application of accounting policies and reported amounts of assets and liabilities, income and expenses. Actual results 
may differ from these estimates.

The estimates and associated assumptions are based on industry data and various other factors that are believed by the Bank to be 
reasonable under the circumstances, the results of which form the basis of making the judgments about carrying values of assets and 
liabilities that are not readily apparent from other sources. 

The estimates and underlying assumptions are reviewed on a regular basis. Revisions to accounting estimates are recognised in the 
period in which the estimate is revised if the revision affects only that period or in the period of the revision and future periods if the 
revision affects both current and future periods. Estimates considered by the Bank to have a significant risk of material adjustment in 
subsequent periods are discussed in note A4.

A2.5  StAndArdS, AmendmentS And interpretAtionS eFFective in 2011 And reLevAnt 
For the BAnk’S operAtionS

For the year ended 31 December 2011, the Bank has adopted all of the new and revised standards and interpretations issued by the 
International Accounting Standards Board (IASB) and the International Financial Reporting Interpretations Committee (IFRIC) of the 
IASB that are relevant to its operations and effective for periods beginning on 1 January 2011.

The adoption of those standards and interpretations has not resulted in changes to the Bank’s accounting policies and has not affected 
the amounts reported for the current perio

A2  BASiS oF prepArAtion (continued)

A2.6   StAndArdS, AmendmentS And interpretAtionS to exiSting StAndArdS thAt 
Are not yet eFFective And hAve not Been eArLy Adopted By the BAnk:

The following standards, amendments and interpretations to existing standards have been published and are mandatory for the Bank’s 
accounting periods beginning on or after 1 January 2012 or later periods, but the Bank has  not early adopted them and the impact 
of these standards and interpretations is not reasonably estimable as at 31 December 2011:
IFRS 9, ‘Financial instruments part 1: Classification and measurement’, (effective on or after 1 January 2013);
IFRS 10, ‘Consolidated financial statements’ (effective on or after 1 January 2013);
IFRS 12, ‘Disclosures of interests in other entities’ (effective on or after 1 January 2013); and
IFRS 13, ‘Fair value measurement’ (effective on or after 1 January 2012).

A3  SigniFicAnt Accounting poLicieS

The accounting policies set out below have been applied consistently by the Bank to all periods presented in these financial statements, 
unless otherwise stated.

A3.1  correction oF prior period error 

Effective from 1 January 2011, the Bank has corrected a prior period error in relation to the recognition of ‘assets without consideration 
and condition’. Based on the guidance provided by IFRS ‘Framework for the preparation and presentation of consolidated financial 
statements’, management restated the prior years’ financial statements in accordance with IAS 8 - Accounting Policies, Changes in 
Accounting Estimates and Errors. The effect of this correction is applied retrospectively. 

Previously, ‘assets without consideration’ were accounted at fair value in the statement of financial position under the appropriate 
classification and simultaneously ‘deferred income’ was created and classified as ‘other liabilities’. After the correction the ‘assets without 
consideration’ are accounted at fair value in the statement of financial position under the appropriate classification and, corresponding 
credit is recognised as income directly in the statement of comprehensive income in the period when it is received. 

Consistent with the correction of the error, the fair value of land amounting to RO 7,000,000 which should have been recognised as 
income in the year 2008 at the time of receipt of land, is recognised in the retained earnings of the Bank. The retained earnings balance 
has been restated in the statement of changes in equity.       

A3.2  Foreign currency trAnSLAtion

Transactions in foreign currencies are translated into functional currency at the spot exchange rate at the date of the transaction. 
Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated into the functional currency at 
the spot exchange rate at that date. The foreign currency gain or loss on monetary items is the difference between amortised cost in the 
functional currency at the beginning of the period, adjusted for the effective interest and payments during the period, and the amortised 
cost in the foreign currency translated at the spot exchange rate at the end of the period. The non-monetary assets and liabilities 
denominated in foreign currencies that are measured at fair value are retranslated into the functional currency at the spot exchange 
rate at the date the fair value was determined. Foreign currency differences arising on retranslation are recognized in the statement of 
comprehensive income, except for non-monetary financial assets, such as equities classified as available-for-sale, which are included in 
other comprehensive income. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are 
translated using the exchange rate at the date of the transaction.
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A3   SigniFicAnt Accounting poLicieS (continued)

A3.3 revenue And expenSe recognition

A3.3.A Interest Income And expense

Interest income and expense is recognised in the statement of comprehensive income using the effective interest method. The 
effective interest rate is the rate that exactly discounts the estimated future cash payments and receipts through the expected life 
of the financial asset or liability (or, where appropriate, a shorter period) to the carrying amount of the financial asset or liability. The 
effective interest rate is established on initial recognition of the financial asset/liability and is not revised subsequently. Interest income 
and expense presented in the statement of comprehensive income include:
• Interest on financial assets and liabilities at amortised cost on an effective interest rate basis;
• Interest on available for sale investment securities on an effective interest rate basis; and
• Fair value changes in qualifying derivatives (including hedge ineffectiveness) and related hedged items when interest rate risk is the 

hedged risk.

Interest income which is doubtful of recovery is included in impairment allowance and excluded from income until it is received in cash.

A3.3.b   FAIr vAlue gAIns And losses

Fair value changes on derivatives held for risk management purposes and available for sale financial assets are presented in the 
statement of comprehensive income.

Net income from financial instruments at fair value relates to non-qualifying derivatives held for risk management purposes and available 
for sale financial assets, including all realised and unrealised fair value changes interest, dividend and foreign exchange differences.

A3.3.c   dIvIdend Income

Dividend income is recognized when the right to receive dividend is established. 

A3.3.d   Fees And commIssIon

Fees and commission income and expenses that are integral to the effective interest rate on a financial asset or liability are included in 
the measurement of the effective interest rate.

Other fees and commission income include account servicing fees, credit related fees, advisory fees, administration fees and other 
management fees, sales commission, placement fees and syndication fees. These are recognised as the related services are performed. 

A3.3.e  provIsIons

A provision is recognised if, as a result of a past event, the Bank has a present legal or constructive obligation that can be estimated reliably, 
and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions are equivalent to the amortised 
value of the future liabilities which is determined by discounting the expected future cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money and the risk specific to the liability.

A3.3.F  oFFsettIng oF Income And expense

Income and expenses are presented on a net basis only when permitted by the IFRS, or for gains and losses arising from a group of 
similar transactions such as in the Bank’s trading activity.

A3.4  FinAnciAL ASSetS And LiABiLitieS

A3.4.A  clAssIFIcAtIon

The Bank classifies its financial assets in the following categories: at fair value through profit or loss, loans and receivables, held to 
maturity and available-for-sale. The classification depends on the purpose for which the financial assets were acquired. Management 
determines the classification of its financial assets at initial recognition.

A3   SigniFicAnt Accounting poLicieS (continued)

A3.4  FinAnciAL ASSetS And LiABiLitieS (continued)

A3.4.A  clAssIFIcAtIon (contInued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category if 
acquired principally for the purpose of selling in the short-term. Derivatives are also categorised as held for trading unless they are 
designated as hedging instruments.

Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market 
and the Bank does not intend to sell immediately or in the near term. 

Loans and receivables are initially recognised at fair value which is the cash consideration to originate or purchase the loan including 
any transaction costs - and measured subsequently at amortised cost using the effective interest method less specifically identified  
and collective allowance for impairment and recognised in the statement of comprehensive income as ‘impairment allowance’. Specific 
provisions are made against the carrying amount of loans and receivables that are identified as being impaired based on regular reviews 
of outstanding balances to reduce the impaired loans and receivables to their recoverable amounts. Loans and receivables are reported 
in the statement of financial position as loans and advances to banks or customers. Interest on loans is included in the statement of 
comprehensive income and is reported as ‘interest income’. 

Held to maturity financial assets 

Held to maturity financial assets are non-derivative assets with fixed or determinable payments and fixed maturity that the Bank has 
the positive intent and ability to hold to maturity and which are not designated at fair value through profit or loss or available-for-sale.
These are initially recognised at fair value including direct and incremental transaction costs and measured subsequently at amortised 
cost, using the effective interest method.

Interest on held to maturity investments is included in the statement of comprehensive income and reported as ‘interest income’. In 
the case of impairment, the impairment loss is been reported as a deduction from the carrying value of the investment and recognised 
in the statement of comprehensive income as ‘impairment on investments’. Held to maturity investments include corporate bonds and 
other debt securities.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other categories.

Available-for-sale investments are financial assets that are intended to be held for an indefinite period of time, which may be sold 
in response to needs for liquidity or changes in interest rates, exchange rates or equity prices or that are not classified as loans and 
receivables, held to maturity investments or financial assets at fair value through profit or loss.

Available-for-sale financial assets are initially recognised at fair value, which is the cash consideration including any transaction costs, and 
measured subsequently at fair value with gains and losses being recognised in the statement of other comprehensive income, except 
for impairment losses and foreign exchange gains and losses, until the financial asset is derecognised. If an available-for-sale financial 
asset is determined to be impaired, the cumulative gain or loss previously recognised in the statement of other comprehensive income 
is recognised in the statement of comprehensive income. However, interest is calculated using the effective interest method, and foreign 
currency gains and losses on monetary assets classified as available for sale are recognised in the statement of comprehensive income. 
Dividends on available-for-sale equity instruments are recognised in the statement of comprehensive income in ‘other operating 
income’ when the Bank’s right to receive payment is established.
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A3  SigniFicAnt Accounting poLicieS (continued)

A3.4  FinAnciAL ASSetS And LiABiLitieS (continued)

A3.4.b   recognItIon

The Bank initially recognises loans and advances, deposits, debt securities issued and subordinated liabilities on the date that they are 
originated. All other financial assets and liabilities  are initially recognised on the trade date at which the Bank becomes a party to the 
contractual provisions of the instrument.

A3.4.c   derecognItIon

The Bank derecognises a financial asset when the contractual rights to receive the cash flows from the asset expire, or it transfers 
the rights to receive the contractual cash flows on the financial asset in a transaction in which substantially all the risks and rewards 
of ownership of the financial asset are transferred. The Bank derecognises a financial liability when its contractual obligations are 
discharged or cancelled or expired.

A3.4.d  oFFsettIng oF FInAncIAl Assets And FInAncIAl lIAbIlItIes

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and only when, the 
Bank has a legal right to set off the amounts and intends either to settle on a net basis or to realise the asset and settle the liability 
simultaneously.

A3.4.e  AmortIsed cost meAsurement

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is measured at initial recognition, 
minus principal repayments, plus or minus the cumulative amortisation using effective interest method of any difference between the 
initial amount recognised and the maturity amount, minus any reduction for impairment.

A3.4.F  FAIr vAlue meAsurement

A number of the Bank’s accounting policies and disclosures require the determination of fair value, for both financial and non-financial 
assets and liabilities. Fair values have been determined for measurement and/or disclosure purposes based on a number of accounting 
policies and methods. Where applicable, information about the assumptions made in determining fair values is disclosed in the notes 
specific to that asset or liability.

For investments where there is no quoted market price, a reasonable estimate of the fair value is determined by reference to the current 
market value of a similar investment, or is based on the expected discounted cash flows. Investments having short term maturities are 
not discounted.

The fair value of loans and advances is estimated at the present value of future cash flows, discounted at the market rate of interest 
at the reporting date. 

The fair value of forward exchange contracts is based on their quoted price, if available. If a quoted price is not available, then fair 
value is estimated by discounting the difference between the contractual forward price and the current forward price for the residual 
maturity of the contract using a risk-free interest rate (based on government bonds). The fair value of interest rate swaps is based 
on broker quotes. Those quotes are tested for reasonableness by discounting estimated future cash flows based on the terms and 
maturity of each contract and using market interest rates for a similar instrument at the measurement date. Fair values reflect the credit 
risk of the instrument and include adjustments to take account of the credit risk of the Bank and counterparty when appropriate.

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and interest cash 
flows, discounted at the market rate of interest at the reporting date. 

A3  SigniFicAnt Accounting poLicieS (continued)

A3.4  FinAnciAL ASSetS And LiABiLitieS (continued)

A3.4.g  IdentIFIcAtIon And meAsurement oF ImpAIrment oF FInAncIAl Assets

(i) Assets carried at amortised cost

The Bank assesses at each reporting date whether there is objective evidence that a financial asset or a group of financial assets is 
impaired. A financial asset or a group of financial assets is impaired and an impairment loss is incurred if, and only if, there is objective 
evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a loss event) and 
that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of financial assets that can 
be reliably estimated. Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to 
the attention of the Bank about the following loss events as well as considering the guidelines issued by the Central Bank of Oman:
• significant financial difficulty of the issuer or obligor ;
• a breach of contract, such as a default or delinquency in interest or principal payments;
• the Bank granting to the borrower, for economic or legal reasons relating to the borrower’s financial difficulty, a concession that the 

lender would not otherwise consider;
• it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;
• the disappearance of an active market for that financial asset because of financial difficulties; or
• observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of financial assets 

since the initial recognition of those assets, although the decrease cannot yet be identified with the individual financial assets in the 
Bank, including adverse changes in the payment status of borrowers in the group, or national or local economic conditions that 
correlate with defaults on the assets in the Bank.

The Bank first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant, 
and individually or collectively for financial assets that are not individually significant. If the Bank determines that no objective evidence of 
impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets 
with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for impairment 
and for which an impairment loss is or continues to be recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables or held-to-maturity investments carried at amortised 
cost has been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the present 
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s 
original effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account and the amount of 
the loss is recognised in the statement of comprehensive income. If a loan or held-to-maturity investment has a variable interest rate, 
the discount rate for measuring any impairment loss is the current effective interest rate determined under the contract.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows that may 
result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probable.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated on the basis of the contractual 
cash flows of the assets in the group and historical loss experience for assets with credit risk characteristics similar to those in the group. 

The methodology and assumptions used for estimating future cash flows are reviewed regularly by the Bank to reduce any differences 
between loss estimates and actual loss experience.

When a loan is uncollectible, it is written off against the related allowance for loan impairment. Such loans are written off after all the 
necessary procedures have been completed and the amount of the loss has been determined. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event 
occurring after the impairment was recognised, the previously recognised impairment loss is reversed by adjusting the allowance 
account. The amount of the reversal is recognised in the statement of comprehensive income.
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A3  SigniFicAnt Accounting poLicieS (continued)

A3.4  FinAnciAL ASSetS And LiABiLitieS (continued)

A3.4.g  IdentIFIcAtIon And meAsurement oF ImpAIrment oF FInAncIAl Assets (contInued)

(ii)	Assets	classified	as	available-for-sale

The Bank assesses at the end of each reporting period whether there is objective evidence that a financial asset or a group of financial 
assets is impaired. For debt securities, the Bank uses the criteria referred to in (i) above. In the case of equity investments classified as 
available-for-sale, a significant or prolonged decline in the fair value of the security below its cost is also evidence that the assets are 
impaired. If any such evidence exists for available-for-sale financial assets, the cumulative loss - measured as the difference between the 
acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognised in profit or loss - is 
removed from equity and recognised in the statement of comprehensive income. Impairment losses recognised in the statement of 
comprehensive income on equity instruments are not reversed through the statement of comprehensive income. 

A3.4.h  cAsh And cAsh equIvAlents

Cash and cash equivalents consist of cash in hand, unrestricted balances held with central banks and highly liquid financial assets with 
original maturities of  upto three months, which are subject to insignificant risk of changes in their fair value, and are used by the Bank 
in management of its short term commitments. Cash and cash equivalents are carried at amortised cost in the statement of financial 
position.

A3.4.I  repurchAse And resAle Agreements

Securities sold with a commitment to repurchase (repos) at a specified future date are recognised in the statement of financial position 
and are measured in accordance with accounting policies for trading securities or investment securities. The counterparty liability for 
amounts received under these agreements is included in ‘due to banks and other money market borrowings’. The difference between 
sale and repurchase price is treated as interest expense and accrued over the life of the repo agreement. 

Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not recognised in the 
statement of financial position and the amounts paid under these agreements are included in ‘due from banks and other money market 
lendings’. The difference between purchase and resale price is treated as interest income and accrued over the life of the reverse repo 
agreement.

A3.4.j  AcceptAnces

Acceptances are disclosed on the statement of financial position under other assets with corresponding liability disclosed under other 
liabilities. Therefore, there is no off-balance sheet commitment for acceptances.

A3.4.k  derIvAtIves held For rIsk mAnAgement purposes

Derivatives held for risk management purposes include all derivative assets and liabilities that are not classified as trading assets and 
liabilities. Derivatives held for risk management purposes are measured at fair value in the statement of financial position. The treatment 
of changes in their fair value depends on their classification into the following categories:

Fair value hedge

When a derivative is designated as a hedge of the change in fair value of a recognised asset or liability or a firm commitment, changes 
in the fair value of the derivative are recognised immediately in statement of comprehensive income together with changes in the fair 
value of the hedged item that are attributable to the hedged risk.

A3  SigniFicAnt Accounting poLicieS (continued)

A3.4  FinAnciAL ASSetS And LiABiLitieS (continued)

A3.4.k  derIvAtIves held For rIsk mAnAgement purposes (contInued)

If the derivative expires or is sold, terminated, or exercised, no longer meets the criteria for fair value hedge accounting, or the 
designation is revoked, hedge accounting is discontinued. Any adjustment up to that point, to a hedged item for which the effective 
interest method is used, is amortised to profit or loss as part of the recalculated effective interest rate of the item over its remaining life.

Cash flow hedge

When a derivative is designated as the hedging instrument in a hedge of the variability in cash flows attributable to a particular risk 
associated with a recognised asset or a liability or a highly probable forecast transaction that could affect profit or loss, the effective 
portion of changes in the fair value of the derivative is recognised in other comprehensive income in hedging reserve. The amount 
recognised in other comprehensive income is reclassified to comprehensive income as a reclassification adjustment in the same period 
as the hedged cash flows affect profit or loss, and in the same line item in the statement of comprehensive income. Any ineffective 
portion of changes in the fair value of the derivative is recognised immediately in statement of comprehensive income.

If the hedging derivative expires or is sold, terminated, or exercised, or the hedge no longer meets the criteria for cash flow hedge 
accounting, or the hedge designation is revoked, then the hedge accounting is discontinued prospectively. In a discontinued hedge of a 
forecast transaction the cumulative amount recognized in other comprehensive income from the period when the hedge was effective 
is reclassified from the equity to statement of comprehensive income as a reclassification adjustment when the forecast transaction 
occurs and affects profit or loss. If the forecast transaction is no longer expected to occur, then the balance in other comprehensive 
income is reclassified immediately to statement of comprehensive income as a reclassification adjustment. 

Other non-trading derivative

When a derivative is not held for trading, and is not designated in a qualifying hedge relationship, all changes in its fair value are 
recognised immediately in statement of comprehensive income.

A3.5  property, equIpment And FIxtures

Items of property, equipment and fixtures are measured at cost less accumulated depreciation and impairment losses. Cost includes 
expenditure that is directly attributable to the acquisition of the asset. Depreciation is provided on a straight-line basis over the estimated 
useful lives of property, equipment and fixtures, except freehold land. The estimated useful lives for the current period are as follows:

Years

Motor vehicles 5

Furniture & fixtures 5

Office equipment 6-7

Production software 6-7

The assets’ residual values, useful lives and depreciation methods are reviewed and adjusted if appropriate at each reporting date. Based 
on the recent estimation, the Bank has changed the useful life of motor vehicles and furniture & fixtures from 3 to 5 years. The change 
of estimated useful live is accounted for as a change in estimate by adjusting the depreciation charge for the current year as the change 
affects the current year and by adjusting the charge for future years to the extent that it affects the future years.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its 
estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised within ‘other 
operating income’ in the statement of comprehensive income.
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A3  SigniFicAnt Accounting poLicieS (continued)

A3.5  property, equipment And FixtureS (continued)

Repairs and renewals are charged to the statement of comprehensive income when the expense is incurred. Subsequent expenditure 
is capitalised only when it increases the future economic benefits embodied in the item of property, equipment and fixtures. All other 
expenditure is recognised in the statement of comprehensive income as an expense as incurred.

A3.6  depoSitS, deBt SecuritieS iSSued And SuBordinAted LiABiLitieS

All money market and customer deposits are initially measured at fair value plus transaction cost and subsequently carried at amortised 
cost. Deposits, debt securities issued and subordinated liabilities are measured at their amortized cost using the effective interest 
method. The Bank classifies capital instruments as financial liabilities or equity instruments in accordance with the substance of the 
contractual terms of the instrument. 

A3.7  tAxAtion

Taxation is provided in accordance with Omani fiscal regulations. Income tax comprises current and deferred tax. Income tax expense 
is recognised in the statement of comprehensive income except to the extent that it relates to items recognised directly in equity or 
other comprehensive income. 

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the 
reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax assetss/liabilities are calculated using the liability method, providing for temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured 
at the tax rates that are expected to be applied to the temporary difference when they reverse, based on the laws that have been 
enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the 
asset can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer 
probable that the related tax benefit will be realised.

A3.8  FiduciAry ASSetS

Assets held in trust or in a fiduciary capacity are not treated as assets of the Bank and accordingly are not included in these financial 
statements.

A3.9  trAde And SettLement dAte Accounting

All “regular way” purchases and sales of financial assets are recognised on the trade date, i.e. the date that the entity commits to 
purchase or sell the asset.  Regular way purchase or sales are purchases or sales of financial assets that require delivery of assets within 
the time frame generally established by regulation or convention in the market place.

A3.10  LeASeS

Operating lease payments are recognised as an expense in the statement of comprehensive income on a straight-line basis over the 
lease term.

A3.11  FinAnciAL guArAnteeS 

Financial guarantees are contracts that require the Bank to make specified payments to reimburse the holder for a loss it incurs 
because a specified debtor fails to make payment, when due in accordance with the terms of a debt instrument.

A3  SigniFicAnt Accounting poLicieS (continued)

A3.11  FinAnciAL guArAnteeS (continued)

Financial guarantee liabilities are initially recognised at their fair value, and the initial fair value is amortised over the life of the financial 
guarantee. The guarantee liability is subsequently carried at the higher of this amortised amount and the present value of any expected 
payment (when a payment under the guarantee has become probable). The unamortized value or present value of the expected 
payment arising from the financial guarantee as the case may be is included in the other liabilities.

A3.12  empLoyee BeneFitS

A3.12.A  termInAl beneFIts 

End of service benefits are accrued in accordance with the terms of employment of the company’s employees at the reporting date, 
having regard to the requirements of the Oman Labour Law 2003, as amended.  

Contributions to a defined contribution retirement plan and occupational hazard insurance for Omani employees in accordance with 
the Omani Social Insurances Law of 1991 are recognised as an expense in the statement of comprehensive income as incurred.

A3.12.b  short term beneFIts

Short term benefit obligations are measured on an undiscounted basis and are expensed as the related service is provided.

A provision is recognised for the amount expected to be paid if the Bank has a present legal or constructive obligation to pay this 
amount as a result of past service provided by the employee and the obligation can be estimated reliably.

A3.13  eArningS per ShAre

The Bank presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the profit 
or loss attributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares outstanding during the 
year. Annualised EPS is calculated by annualizing the basic EPS for the whole year. Diluted EPS is determined by adjusting the profit or 
loss attributable to ordinary shareholders and weighted average number of ordinary shares outstanding for the effects of all dilutive 
potential ordinary shares, which comprise convertible notes or similar instruments.

A3.14 correSponding FigureS

The corresponding figures included for comparative purposes have been reclassified to conform to the presentation in the current year.

A3.15 Segment reporting

An operating segment is the component of the Bank that engages in business activities from which it may earn revenues and incur 
expenses, including revenue and expenses that relate to transaction with any of the Bank’s other components, whose operating results 
are reviewed regularly by the Bank’s CEO (being the chief operating decision maker) to make decisions about resources allocated to 
each segment and assess its performance, and for which discrete financial information is available. 

A4  criticAL Accounting eStimAteS And judgementS

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the application 
of accounting policies and reported amounts of assets, liabilities, income and expenses. The estimates and associated assumptions are 
based on historical experience and various other factors that are believed to be reasonable under the circumstances, the results of 
which form the basis of making the judgements about carrying values of assets and liabilities that are not readily apparent from other 
sources. The resulting accounting estimates will, by definition, seldom equal the related actual results. 
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A4  criticAL Accounting eStimAteS And judgementS (continued)

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the 
period in which the estimate is revised if the revision affects only that period or in the period of the revision and future periods if the 
revision affects both current and future periods. The Bank’s significant accounting estimates are on:

A4.1  impAirment LoSSeS on LoAnS And AdvAnceS

The Bank reviews its loan portfolios to assess impairment on a monthly basis. In determining whether an impairment loss should be 
recorded in the statement of comprehensive income, the Bank makes judgements as to whether there is any observable data indicating 
an impairment followed by measurable decrease in the estimated future cash flows from a portfolio of loans before the decrease can 
be identified within that portfolio. This evidence may include observable data indicating that there has been an adverse change in the 
payment status of borrowers and or national or local economic conditions that correlate with defaults on assets. Management uses 
estimates based on historical loss experience for assets with credit risk characteristics and objective evidence of impairment similar to 
those in the portfolio when scheduling its future cash flows. The methodology and assumptions used for estimating both the amount 
and timing of future cash flows are reviewed periodically to reduce any difference between loss estimates and actual loss experience. 
For individually significant loans and advances which are impaired, the necessary impairment loss is considered based on the future cash 
flow estimates. Individually significant loans and advances which are not impaired and all individually insignificant loans and advances 
are then assessed collectively considering historical experience and observable data on a portfolio basis, in group of assets with similar 
risk characteristics to determine whether collective impairment loss to be made. In determining collective impairment loss, the Bank 
takes into account several factors including credit quality, concentration risk, levels of past due, sector performance, available collateral 
and macro economic conditions.

A4.2  FAir vALue oF derivAtiveS And other FinAnciAL inStrumentS

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives) is determined 
by using valuation techniques. The Bank uses its judgement to select a variety of methods and make assumptions that are mainly based 
on market conditions existing at the end of each reporting period. The Bank uses expected cash flow analysis for various available-for-
sale financial assets that are not traded in active markets.

A4.3  impAirment oF AvAiLABLe-For-SALe equity inveStmentS

The Bank determines that available-for-sale equity investments are impaired when there has been a significant or prolonged decline in 
the fair value below its cost or objective evidence of impairment exists. This determination of what is considered to be significant or 
prolonged requires judgement. In applying judgement, the Bank evaluates among other factors, the volatility in share price. Objective 
evidence of impairment may be due to deterioration in the financial health of the investee, industry and sector performance. 

B1  cASh And BALAnceS with centrAL BAnk

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

16,961 20,691 Cash 7,966 6,530

1,299 1,299 Capital deposit with Central Bank of Oman 500 500

254,524 137,784 Unrestricted balances with Central Bank 53,047   97,992

272,784 159,774 61,513 105,022

The capital deposit with the Central Bank of Oman cannot be withdrawn without its approval. 

B2  due From BAnkS And other money mArket LendingS

2010 2011 2011  2010

USD’000 USD’000 RO’000 RO’000

Local currency:

2,597 38,961 Money market lendings 15,000 1,000

2,597 38,961 15,000 1,000

Foreign currency:

280,000 535,974 Money market lendings 206,350 107,800

  27,694   26,520 Nostro balances abroad   10,210   10,662

307,694 562,494 216,560 118,462

310,291 601,455 231,560 119,462

B3  LoAnS And AdvAnceS - net

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

15,000 78,190 Loans to banks 30,103 5,775

1,428,070 1,669,805 Corporate  loans 642,875 549,807

   946,905    955,711 Personal loans    367,949 364,558

2,389,975 2,703,706 Gross loans and advances 1,040,927 920,140

(32,930) (35,218) Impairment allowance on portfolio basis (13,559) (12,678)

  (11,501)   (20,296)
Impairment allowance on specific basis (including reserve 
interest)       (7,814)  (4,428)

2,345,544 2,648,192 Net loans and advances 1,019,554 903,034

Personal loans include RO 16,190,703 provided to staff on concessional terms (2010: RO 15,124,351).

Loans and advances comprise:

2010 2011 2011  2010

USD’000 USD’000 RO’000 RO’000

2,189,099 2,456,537 Loans 945,767 842,803

143,764 164,216 Overdrafts 63,223 55,349

39,042 55,434 Loan against trust receipts 21,342 15,031

     18,070      27,519 Bills discounted      10,595     6,957

2,389,975 2,703,706 Gross loans and advances 1,040,927 920,140

(32,930) (35,218) Impairment allowance on portfolio basis (13,559) (12,678)

   (11,501)     (20,296)
Impairment allowance on specific basis (including reserve 
interest)      (7,814)   (4,428)

2,345,544 2,648,192 Net loans and advances 1,019,554 903,034 
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B3 LoAnS And AdvAnceS-net (continued)

As per the CBO requirements, the movement in the impairment allowance is analysed as below:

2010 2011 2011  2010

USD’000 USD’000 RO’000 RO’000

Impairment allowance on portfolio basis

30,177 32,930 Balance at beginning of year 12,678 11,618

  2,753   2,288 Provided during the year      881   1,060

32,930 35,218 Balance at the end of the year 13,559 12,678

Impairment allowance on specific basis

Loan loss provision

2,348 9,943 Balance at beginning of year 3,828 904

9,984 12,940 Provided during the year 4,982 3,844

(2,389) (6,223) Write back during the year (2,396)   (920)

9,943 16,660 Balance at the end of the year 6,414 3,828

Reserved interest

377 1,558 Balance at beginning of year 600 145

1,496 2,878 Reserved during the year 1,108 576

 (315)   (800) Interest released during the year   (308) (121)

1,558 3,636 Balance at end of the year 1,400 600

11,501 20,296 7,814 4,428

Impairment allowance on portfolio basis is established to meet the credit risks inherent within the loans and advances on a portfolio basis. 

All loans and advances require payment of interest, some at fixed rates and others at rates that reprice prior to maturity. Interest 
reserve account is maintained by the Bank to comply with rules, regulations and guidelines issued by CBO against loans and advances 
which are impaired. As of 31 December 2011, loans and advances on which interest is not being accrued or where interest has been 
reserved amounted to RO 15,998,677 (2010: RO 8,051,521).

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

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

946,904 955,187 Personal 367,949 364,558

327,369 486,618 Construction 187,244 126,037

229,088 299,579 Services 115,240 88,199

130,470 140,782 Financial institutions 54,201 50,231

128,395 86,740 Manufacturing 33,395 49,432

331,743 85,751 International trade 33,014 127,721

17,169 53,725 Mining and quarrying 20,684 6,610

49,740 34,608 Non-resident 13,324 19,150

1,255 1,153 Government 444 483

   227,842   559,563 Other    215,432   87,719

2,389,975 2,703,706 1,040,927 920,140

B4  inveStment SecuritieS

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

267,816 205,504 Available for sale investments 79,119 103,109

  10,493   16,987 Held to maturity investments   6,540    4,040

278,309 222,491 85,659 107,149

Available for sale investments comprise:

Carrying/ fair 
value
2011

Cost
2011

Carrying/ 
fair value

2010
Cost
2010

RO’000 RO’000 RO’000 RO’000

Unquoted  securities 6,040 7,774 427 515

Quoted  securities 9,954 10,460 8,262 7,379

Treasury bills 63,125 63,113  94,420  94,385

79,119 81,347 103,109                  102,279

Carrying/ fair 
value
2011

Cost
2011

Carrying/ 
fair value

2010
Cost
2010

USD’000 USD’000 USD’000 USD’000

Unquoted  securities 15,688 20,192 1,109 1,338

Quoted  securities 25,855 27,169 21,460 19,166

Treasury bills 163,961 163,930 245,247 245,156

205,504 211,291 267,816                  265,660

Held to maturity investments comprise:

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

4,000 4,000 Corporate bonds 1,540 1,540

  6,493 12,987 Debt securities 5,000 2,500

10,493 16,987 6,540 4,040
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B5  property, equipment And FixtureS 

Freehold 
land*

Production 
software

Furniture & 
fixtures

Office 
equipments

Motor 
vehicles

Capital 
work in 

progress Total

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Cost: 

At 1 January 2011 7,000 5,684 2,229 3,109 525 25 18,572

Additions - 488 891 586 71 178 2,214

Disposals         -         -      (1)       (3)       -      -        (4)

At 31 December 2011 7,000 6,172 3,119 3,692 596 203 20,782

Accumulated depreciation:

At 1 January 2011 - (2,003) (1,321) (1,173) (310) - (4,807)

Depreciation         -   (905)   (335)   (522)   (57)     - (1,819)

Disposals         -         -         -         1      -     -         1

At 31 December 2011         - (2,908) (1,656) (1,694) (367)     - (6,625)

Net book value:

At 31 December 2011 7,000 3,264 1,463 1,998 229 203 14,157

At 31 December 2011 USD ’000 18,182 8,478 3,800 5,190 595 527 36,771

Freehold 
land*

Production 
software

Furniture & 
fixtures

Office 
equipments

Motor 
vehicles

Capital 
work in 

progress Total

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Cost: 

At 1 January 2010 7,000 4,540 1,741 2,767 351 887 17,286

Additions - 1,144 488 342 174 25 2,173

Disposals         -         -         -         -       -  (887)  (887)

At 31 December 2010 7,000 5,684 2,229 3,109 525  25 18,572

Accumulated depreciation:

At 1 January 2010 - (1,247) (766) (735) (198) - (2,946)

Depreciation         -   (756)   (555)   (438) (112)     - (1,861)

At 31 December 2010         - (2,003) (1,321) (1,173) (310)     - (4,807)

Net book value:

At 31 December 2010 7,000 3,681 908 1,936 215 25 13,765

At 31 December 2010 USD ’000 18,182 9,561 2,358 5,029 558 65 35,753

Freehold land represents three plots of land received by the Bank as grant from the Government of Sultanate of Oman during the 
year 2008. The Bank has recorded the land based on the average valuation of the two professional valuators carried out during 2008. 

B6  other ASSetS

2010 2011  2011  2010

USD’000 USD’000 RO’000 RO’000

13,855 34,553 Acceptances 13,303 5,334

6,571 6,868 Interest receivable 2,644 2,530

2,901 3,644 Prepayments and deposits 1,403 1,117

29 232 Deferred tax asset (note C5) 89 11

  3,093   5,441 Other   2,095   1,191

26,449 50,738 19,534 10,183

B7  due to BAnkS And other money mArket BorrowingS

2010 2011  2011 2010

USD’000 USD’000 RO’000 RO’000

Local currency:

10,000 -   Money market borrowings - 3,850

     120 725   Vostro balances 279       46

10,120 725 279 3,896

Foreign currency:

123,068 111,317 Money market borrowings 42,857 47,381

123,068 111,317 42,857 47,381

133,188 112,042 43,136 51,277

B8  certiFicAteS oF depoSit
 

2010 2011  2011 2010

USD’000 USD’000 RO’000 RO’000

101,397 18,280 Balance at beginning of year 7,038 39,038

(83,117) (18,280) Redeemed during the year (7,038) (32,000)

18,280           - Balance at end of year         -   7,038



Bank Sohar Annual Report 2011 Bank Sohar Annual Report 201192 93

B9  cuStomerS’ depoSitS

2010 2011  2011  2010

USD’000 USD’000 RO’000 RO’000

1,842,613 2,014,514 Term deposits 775,588 709,406

446,164 611,904 Demand deposits 235,583 171,773

302,951 411,517 Saving deposits 158,434 116,636

       3,428        4,759 Margin accounts        1,832     1,320

2,595,156 3,042,694 1,171,437 999,135

 Retail customers: 

302,951 411,517  Saving deposits 158,434 116,636

78,379 57,681  Term deposits 22,207 30,176

22,114 23,395  Demand deposits 9,007 8,514

 Corporate customers: 

1,764,234 1,956,834  Term deposits 753,381 679,230

424,049 588,509  Demand deposits 226,576 163,259

       3,428        4,758  Other        1,832     1,320

2,595,156 3,042,694 1,171,437 999,135

B10  deFerred income

Effective 1 January 2011, the Bank has corrected the prior period error for the recognition of ‘assets without consideration and 
condition’. Based on the guidance provided by IFRS ‘Framework for the preparation and presentation of consolidated financial 
statements’, management restated the prior years’ financial statements in accordance with IAS 8 - Accounting Policies, Changes in 
Accounting Estimates and Errors. Consequently, the fair value of land amounting to RO 7,000,000 which should have been recognised 
as income in the year 2008 at the time of receipt of land, is recognised in the retained earnings of the Bank. 

B11  other LiABiLitieS

2010 2011  2011  2010

USD’000 USD’000 RO’000 RO’000

40,878 35,681 Interest payable 13,737 15,738

13,855 34,553 Acceptances 13,303 5,334

4,883 6,963 Staff entitlements 2,681 1,880

3,636 5,140 Income tax payable 1,979 1,400

  8,525 18,229 Other accruals and provisions   7,018   3,282

71,777 100,566 38,718 27,634

Staff	entitlements:

579 766 End of service benefits 295 223

4,304 6,197 Other liabilities 2,386 1,657

4,883 6,963 2,681 1,880

Movement	in	the	end	of	service	benefits	liability:

322 579 At 1 January 223 124

288 390 Expenses recognized in the profit or loss 150 111

(31) (203) End of service benefits paid  (78)  (12)

579 766 At 31 December 295 223

B12  SuBordinAted LoAnS

The Bank raised an unsecured subordinated loan of RO 50 million in 2010 with a maturity of 7 years. The instrument is unlisted, non-
transferable, non-negotiable and non-convertible with no early call option. The instrument carries a fixed rate of interest of 6.5%. 
According to the Regulations of Central Bank of Oman, the subordinated loan is considered as Tier II capital for Capital Adequacy 
purposes. Principal amount of the subordinated loan is repayable on maturity while interest is payable semi-annually. The Bank is required 
to create a subordinated loan reserve equal to 20% of the issue value annually from August 2012 up till the maturity of the subordinated 
loans. This reserve will be created from retained earnings.

B13  ShAre cApitAL

The authorised, issued and paid up share capital of the Bank is 1,000,000,000 shares of RO 0.100 each (2010 - 1,000,000,000 shares 
of RO 0.100 each). 

As of 31 December 2011, the following shareholders held 10% or more of the Bank’s capital, either individually or together with family members:

Number of shares % Holding

The Royal Court of Affairs 145,690,340 14.57

B14  reServeS

B14.1  LegAL reServe

In accordance with the Commercial Companies Law of Oman of 1974, an annual appropriation of 10% of the net profit for the year 
is required to be made to legal reserve until such time that the accumulated reserve is equal to at least one third of the Bank’s issued 
share capital. 

B14.2 generAL reServe

The Board of Directors decided to create a non distributable general reserve with the amount of RO 412,500 during the year 2010.

B15  FAir vALue reServe

The fair value reserve includes the cumulative net change in the fair value of the available-for-sale investments net of applicable income 
tax until the investment is derecognised or impaired.

B16  net ASSetS per ShAre

The calculation of net assets per share is based on net assets of RO 128,686,000 as at 31 December 2011(2010 (restated) - RO 123,531,000) 
attributable to ordinary shareholders on 1,000,000,000 ordinary shares, being the number of shares outstanding as at 31 December 2011. 
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B17  contingent LiABiLitieS And commitmentS

B17.1  contingent LiABiLitieS

Standby letters of credit and guarantees commit the Bank to make payments on behalf of customers contingent upon the failure of 
the customer to perform under the terms of the contract.  

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

307,283 321,218 Guarantees 123,669 118,304

159,961 155,821 Documentary letters of credit   59,991   61,585

467,244 477,039 183,660 179,889

The table below analyses the concentration of contingent liabilities by economic sector:

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

175,158 121,351 Construction 46,720 67,436

66,286 98,584 Financial institution 37,955 25,520

118,649 81,478 Government 31,369 45,680

53,473 74,566 Services 28,708 20,587

23,242 59,122 International trade 22,762 8,948

20,517 23,530 Manufacturing 9,059 7,899

18 4,870 Transport and communication 1,875 7

    9,901   13,538 Others     5,212     3,812

467,244 477,039 183,660 179,889

B17.2 commitmentS

Contractual obligations including contracts for purchase and sale of foreign exchange are stated at fair value as commitments. Credit 
related commitments include commitments to extend credit, standby letters of credit and guarantees, which are designed to meet 
the requirements of the Bank’s customers. Commitments to extend credit represent contractual commitments to make loans and 
revolving credits. Commitments generally have fixed expiry dates or other termination clauses and require the payment of a fee. Since 
commitments may expire without being drawn upon, the total contract amounts do not necessarily represent future cash obligations.

2010 2011 2011  2010

USD’000 USD’000 RO’000 RO’000

3,440 2,744 Capital commitments 1,056 1,324

541,435 718,498 Credit related commitments 276,622 208,453

544,875 721,242 277,678 209,777

B18  reLAted pArty trAnSActionS

In the ordinary course of business the Bank conducts transactions with certain of its directors, shareholders, senior management and 
companies in which they have a significant interest.  These transactions are conducted on an arms length basis and are approved by 
the Bank’s management and Board of Directors.

No specific provision has been established in respect of the loans given to related parties.

The aggregate amount of balances and the income and expenses generated with such related parties are as follows:

2010 2011 2011  2010

USD’000 USD’000 RO’000 RO’000

67,384 219,127 Loans and advances 84,364 25,943

61,371 171,104 Loans disbursed during the year 65,875 23,628

(30,891) (125,494) Loans repaid during the year (48,315) (11,893)

49,010 222,696 Deposits 85,738 18,869

107,569 879,494 Deposits received during the year 338,605 41,414

(108,919) (763,753) Deposits paid during the year (294,045) (41,934)

543 5,608 Interest income 2,159 209

(1,345) (5,561) Interest expense (2,141) (518)

Senior Management compensation

5,753 8,065 Salaries and other short term benefits 3,105 2,215

151 506 Directors’ sitting fees and remuneration 195 58
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B19 FAir vALue oF FinAnciAL inStrumentS

The Bank considers that the fair value of financial instruments is not significantly different to their carrying value at each of those dates. 
The table below sets out the classification of each class of financial assets and liabilities, and their fair values as at 31 December 2011:

At 31 December 2011
Loans and 

receivables
Held to 

maturity
Available for 

sale
Total carrying 

amount Fair value

RO’000 RO’000 RO’000 RO’000 RO’000

Assets as per statement of financial position

Cash and balances with Central Bank 61,513 - - 61,513 61,513

Due from banks and other money market lendings 231,560 - - 231,560 231,560

Loans and advances 1,019,554 - - 1,019,554 1,019,554

Investment securities - 6,540 79,119 85,659 85,659

Other assets (excluding prepayments)     18,042         -           -      18,042      18,042

Total 1,330,669 6,540 79,119 1,416,328 1,416,328

Financial Liabilities

Total carrying 
amount
RO’000

Fair value
RO’000

Liabilities as per statement of financial position

Due to banks and other money market borrowings 43,136 43,136

Customers’ deposits 1,171,437 1,171,437

Other liabilities (excluding accruals)      36,012      36,012

Subordinated loans      50,000      50,000

Total 1,300,585 1,300,585

At 31 December 2010
Loans and 
receivables

Held to 
maturity

Available for 
sale

Total carrying 
amount Fair value

RO’000 RO’000 RO’000 RO’000 RO’000

Assets as per statement of financial position

Cash and balances with Central Bank 105,022 - - 105,022 105,022

Due from banks and other money market lendings 119,462 - - 119,462 119,462

Loans and advances 903,034 - - 903,034 903,034

Investment securities                - 4,040 103,109    107,149    107,149

Other assets (excluding prepayments)        9,055         -             -        9,055        9,055

Total 1,136,573 4,040 103,109 1,243,722 1,243,722

Financial Liabilities

Total carrying 
amount
RO’000

Fair value
RO’000

Liabilities as per statement of financial position

Due to banks and other money market deposits 51,277 51,277

Certificates of deposit 7,038 7,038

Customers’ deposits 999,135 999,135

Other liabilities (excluding accruals)      26,234      26,234

Subordinated  loans      50,000      50,000

Total 1,133,684 1,133,684

B19  FAir vALue oF FinAnciAL inStrumentS (continued) 

At 31 December 2011
Loans and 

receivables
Held to 

maturity
Available for 

sale
Total carrying 

amount Fair value

USD’000 USD’000 USD’000 USD’000 USD’000

Assets as per statement of financial position

Cash and balances with Central Bank 159,774 - - 159,774 159,774

Due from banks and other money market lendings 601,455 - - 601,455 601,455

Loans and advances 2,648,192 - - 2,648,192 2,648,192

Investment securities - 16,987 205,504 222,491 222,491

Other assets (excluding prepayments)     46,862           -              -      46,862      46,862

Total 3,456,283 16,987 205,504 3,678,774 3,678,774

Financial Liabilities

Total carrying 
amount

USD’000
Fair value
USD’000

Liabilities as per statement of financial position

Due to banks and other money market borrowings 112,042 112,042

Customers’ deposits 3,042,694 3,042,694

Other liabilities (excluding accruals)      93,538      93,538

Subordinated loans    129,870    129,870

Total 3,378,144 3,378,144

At 31 December 2010
Loans and 

receivables
Held to 
maturity

Available for 
sale

Total carrying 
amount Fair value

USD’000 USD’000 USD’000 USD’000 USD’000

Assets as per statement of financial position

Cash and balances with Central Bank 272,784 - - 272,784 272,784

Due from banks and other money market lendings 310,291 - - 310,291 310,291

Loans and advances 2,345,544 - - 2,345,544 2,345,544

Investment securities                - 10,493 267,816    278,309       278,309

Other assets (excluding prepayments)      23,519           -             -      23,519      23,519

Total 2,952,138 10,493 267,816 3,230,447 3,230,447

Financial Liabilities

Total carrying 
amount

USD’000
Fair value
USD’000

Liabilities as per statement of financial position

Due to banks and other money market deposits 133,188 133,188

Certificates of deposit 18,280 18,280

Customers’ deposits 2,595,156 2,595,156

Other liabilities (excluding accruals)      68,140      68,140

Subordinated  loans    129,870    129,870

Total 2,944,634 2,944,634
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B19  FAir vALue oF FinAnciAL inStrumentS (continued) 

Estimation of fair values:

The following summarises the major methods and assumptions used in estimating the fair values of assets and liabilities.

Loans and advances

Fair value is calculated based on discounted expected future principal and interest cash flows. Loan repayments are assumed to occur 
at contractual repayment dates, where applicable. For loans that do not have fixed repayment dates or that are subject to prepayment 
risk, repayments are estimated based on experience in previous periods when interest rates were at levels similar to current levels, 
adjusted for any differences in interest rate outlook. Expected future cash flows are estimated considering credit risk and any indication 
of impairment. Expected future cash flows for homogeneous categories of loans are estimated on a portfolio basis and discounted at 
current rates offered for similar loans to new borrowers with similar credit profiles. The estimated fair values of loans reflect changes 
in credit status since the loans were made and changes in interest rates in the case of fixed rate loans.

Investments carried at amortised cost and derivatives

Fair value is based on quoted market prices at the reporting date without any deduction for transaction costs. If a quoted market price 
is not available, fair value is estimated based on discounted cash flow and other valuation techniques. 

Where discounted cash flow techniques are used, estimated future cash flows are based on management’s best estimates and the 
discount rate is a market related rate for a similar instrument at the reporting date.

Bank and customer deposits

For demand deposits and deposits with no defined maturities, fair value is taken to be the amount payable on demand at the reporting 
date. The estimated fair value of fixed-maturity deposits, including certificates of deposit, is based on discounted cash flows using rates 
currently offered for deposits of similar remaining maturities. The value of long-term relationships with depositors is not taken into 
account in estimating fair values. 

Other on-balance sheet financial instruments

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

Off-balance sheet financial instruments

No fair value adjustment is made with respect to credit-related off-balance sheet financial instruments, which include commitments 
to extend credit, standby letters of credit and guarantees, as the related future income streams materially reflect contractual fees and 
commissions actually charged at the reporting date for agreements of similar credit standing and maturity.

Foreign exchange contracts are valued based on market prices.  The market value adjustments in respect of foreign exchange contracts 
are included in the book values of other assets and other liabilities. 

Valuation of financial instruments:

The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in making the measurements:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2-  Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly  

(that is, as prices) or indirectly (that is, derived from prices).
Level 3 - Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs).

B19  FAir vALue oF FinAnciAL inStrumentS (continued) 

The table below analyses financial instruments measured at fair value at the end of the reporting period:

31 December 2011 31 December 2010

Investment 
securities Derivatives Total

Investment 
securities Derivatives Total

RO ’000 RO ’000 RO ’000 RO ’000 RO ’000 RO ’000

Level 1         5,525 -         5,525       8,262 -       8,262 

Level 2 73,594 59 73,653     94,847 47     94,893 

Level 3       6,540    -       6,540     4,040    -     4,040 

85,659 59 85,718 107,149 47 107,195

31 December 2011 31 December 2010

Investment 
securities Derivatives Total

Investment 
securities Derivatives Total

USD ’000 USD ’000 USD ’000 USD ’000 USD ’000 USD ’000

Level 1     14,351 -       14,351     21,460 -       21,460 

Level 2  191,153 153   191,306    246,356 119     246,475 

Level 3   16,987      -        16,987   10,493      -   10,493 

222,491 153 222,644 278,309 119 278,428

B20  derivAtiveS 

In the ordinary course of business the Bank enters into various types of transactions that involve derivative financial instruments. A derivative 
financial instrument is a financial contract between two parties where payments are dependent upon movements in price in one or more 
underlying financial instrument, reference rate or index. These derivatives are stated at fair value. The fair value of a derivative is the equivalent 
of the unrealised gain or loss from  marking to market the derivative using prevailing market rates or internal pricing models. Unrealised gains 
or losses are included in the statement of comprehensive income.  The derivative financial instruments used by the Bank are described below:

B20.1  derivAtive product typeS

Forwards and futures are contractual agreements to either buy or sell a specified currency, commodity or financial instrument at a 
specific price and date in the future.

Swaps are contractual agreements between two parties to exchange interest or foreign currency differentials based on a specific 
notional amount.  For interest rate swaps, counter parties generally exchange fixed and floating rate interest payments based on a 
notional value in a single currency.   

Options are contractual agreements that convey the right, but not the obligation, to either buy or sell a specific amount of a commodity, 
foreign currency or financial instrument at a fixed price, either at a fixed future date or at any time within a specified period.  

B20.2  derivAtiveS heLd or iSSued For hedging purpoSeS

As part of its asset and liability management the Bank uses derivatives for hedging purposes in order to reduce its exposure to 
currency and interest rate risks. This is achieved by hedging specific financial instruments and forecasted transactions as well as strategic 
hedging against overall statement of financial position exposures.  

The Bank uses forward foreign exchange contracts, to hedge against specifically identified currency risks.  The Bank uses forward foreign 
exchange contracts to hedge against exposures in various currencies to meet the net open position limit as specified by Central Bank of Oman. 
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B20  derivAtiveS (continued)

B20.2 derivAtiveS heLd or iSSued For hedging purpoSeS (continued)

For interest rate risk strategic hedging is carried out by monitoring the re-pricing of financial assets and liabilities and entering into 
interest rate swaps to hedge a proportion of the interest rate exposure.  As strategic hedging does not qualify for special hedge 
accounting, the related derivatives are accounted for as trading instruments. 

The table below shows the notional amounts of derivative financial instruments as on the reporting date, which are the amount of 
a derivative’s underlying asset, reference rate or index and is the basis upon which changes in the value of derivatives are measured.

At 31 December 2011

Notional amounts by term to maturity

Notional 
amount 

Within 3  
months

3 - 12 months 1 - 5 years

RO’000 RO’000 RO’000 RO’000

Forward foreign exchange purchase contracts 381,474 330,125 51,349 -

Forward foreign exchange sales contracts 381,647 330,238 51,409 -

USD’000 USD’000 USD’000 USD’000

Forward foreign exchange purchase contracts 990,842 857,468 133,374 -

Forward foreign exchange sales contracts 991,291 857,761 133,530 -

At 31 December 2010

Notional amounts by term to maturity

Notional 
amount 

Within 3  
months

3 - 12 months 1 - 5 years

RO’000 RO’000 RO’000 RO’000

Forward foreign exchange purchase contracts 329,299 253,767 75,532           - 

Forward foreign exchange sales contracts 329,883 254,302 75,581         - 

USD’000 USD’000 USD’000 USD’000

Forward foreign exchange purchase contracts 855,322 659,135 196,187         - 

Forward foreign exchange sales contracts 856,839 660,525 196,314         - 

B21  propoSed dividend

For the year 2011, the Board of Directors have proposed a cash dividend of RO 8  million, i.e.8% of the share capital and 8 baizas per 
share (2010 - RO 6 million, i.e. 6% of the share capital and 6 baizas per share). The proposed cash dividend is subject to formal approval 
of the shareholders at the Annual General Meeting.

c1  intereSt income

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

146,917 149,995 Loans and advances to customers 57,748 56,563

3,460 5,761 Due to banks and other money market lendings 2,218 1,332

    1,303     2,205 Investment securities      849      502

151,680 157,961 60,815 58,397

c2  intereSt expenSe

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

60,145 55,936 Customers’ deposits 21,535 23,156

  3,211   8,441 Subordinated loans    3,250   1,236

4,117 2,823 Due to banks and other money market borrowings 1,087 1,585

 4,740        483 Certificates of deposits         186   1,825

72,213 67,683 26,058 27,802

c3  other operAting income

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

10,010 17,283 Fees and commission 6,654 3,854

1,797 2,255 Net gains from foreign exchange dealings 868 692

230 1,868 Dividend income 719 88

          5      488 Realised gains on investments    188         2

12,042 21,894 8,429 4,636

c4  other operAting expenSeS

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

11,976 14,247 Operating and administration costs 5,485 4,611

3,512 4,135 Establishment costs 1,592 1,352

     151      506 Directors’ sitting fees    195      58

15,639 18,888 7,272 6,021
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c5  income tAx 

A) recognIsed In the stAtement oF comprehensIve Income

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

3,634 4,927 Current tax 1,897 1,399

     54    335 Deferred tax expense    129      21

3,688 5,262 Total tax expenses 2,026 1,420

The Bank is liable to income tax for the year 2011 in accordance with the income tax laws of the Sultanate of Oman at the rate of 
12% on taxable profits in excess of RO 30,000.

b) reconcIlIAtIon

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

30,233 42,918 Accounting profit for the year 16,523 11,640

3,618 5,151 Income tax 1,983 1,393

38 5 Non deductible expenses 2 15

(23) (229) Tax exempt income (88) (9)

     55    335 Current  year deferred tax    129      21

3,688 5,262 Income tax expense 2,026 1,420

c) deFerred tAx Asset 

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

 29 231 Fair value adjustment on investments 89  11

29 231 89 11

d) tAx Assessment

The assessments of the Bank for the years 2007 to 2010 have not yet been agreed with the Secretariat General for Taxation at the 
Ministry of Finance. The Bank is of the opinion that additional taxes, if any, related to the open tax years would not be significant to the 
financial position of the Bank as at 31 December 2011.
 

c6    BASic eArningS per ShAre

Earnings per share is calculated by dividing the net profit for the year by the weighted average number of shares outstanding during 
the year. 

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

26,545 37,656 Net profit  for the year 14,497 10,220

1,000,000 1,000,000
Weighted average number of shares of RO 0.100 each 
outstanding during the year (in thousands) 1,000,000 1,000,000

Net earnings per share for the year  (in baizas) 14.50 10.22

2.66 3.77 Net earnings per share for the year  (in cents)
  
No figure for diluted earnings per share has been presented, as the Bank has not issued any convertible instruments, which would have 
an impact on earnings per share when exercised. 

d FinAnciAL riSk mAnAgement 

The primary objective of the risk management system is to safeguard the Bank’s capital, its financial resources and from various risks. 
The Bank has exposure to the following risk from its use of financial instruments:

• Credit risk
• Liquidity risk
• Market risk
• Operational risk

The Board of Directors has overall responsibility for the establishment and oversight of the Bank’s risk management framework. 
The Board has established the Asset and Liability Committee (ALCO) and Risk Management Committee, which are responsible for 
developing and monitoring the Bank’s risk management policies in their specified areas. All board committees report regularly to the 
Board of Directors on their activities.

The Bank’s risk management policies are established to identify and analyse the risks faced by the Bank, to set appropriate risk limits 
and controls, and to monitor risks and adherence to the limits. Risk management polices and systems are reviewed regularly to reflect 
changes in market conditions, products and services offered. The Bank through its training and management procedures, aims to 
develop a constructive control environment, in which all employees understand their roles and obligations.
  
The Bank’s Audit Committee is responsible for monitoring compliance with the Bank’s risk management policies and procedures, and 
for reviewing the adequacy of the risk management framework in relation to the risks faced by the Bank. The Bank’s Audit Committee 
is assisted in these functions by Internal Audit department. Internal Audit department undertakes both regular and ad-hoc reviews of 
risk management controls and procedures, the results of which are reported to the Audit Committee.

d1  credit riSk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails to meet its contractual 
obligations, and arises principally from the Bank’s loans and advances to customers, other banks and investment securities. For risk 
management reporting purposes the Bank considers and consolidates all elements of credit risk exposure (such as individual obligor 
default risk, country and sector risk).
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d FinAnciAL riSk mAnAgement (continued)

d1  credit riSk (continued)

d1.1  mAnAgement oF credit riSk (continued)

The Board of Directors has delegated responsibility for the monitoring of credit risk to its Risk Management Committee. A separate 
Risk Management Department, reporting to the chairman of the Risk Management Committee, is responsible for the following:

• formulating credit risk policies in consultation with business units, covering collateral requirements, credit assessment, risk grading 
and reporting, documentary and legal procedures, and compliance with regulatory and statutory requirements.

• establishing the authorization structure for the approval and renewal of credit facilities. 
• reviewing and assessing credit risk. The Board’s Risk Management Committee assesses all credit exposures in excess of designated 

limits, prior to facilities being committed to customers by the business unit concerned. Renewals and reviews of facilities are subject 
to the same review process. The process also includes approval by Risk of borrower ratings arrived at by the business units. 

• limiting concentrations of exposure to counterparties, geographies and industries (for loans and advances), and by issuer, market 
liquidity and country (for investment securities).

• developing and maintaining the Bank’s risk grading in order to categorise exposures according to the degree of risk of financial loss 
faced and to focus management on the attendant risks. 

• reviewing compliance of business units with agreed exposure limits, including those for selected industries, country risk and product 
types. Ensuring always to be with in the single obligor limit and also within the concentration risk limit, for various sectors, which 
are continuously monitored.

• providing advice, guidance and specialist skills to business units to promote best practice throughout the Bank in the management 
of credit risk.

Each business unit is required to implement Bank’s credit risk policies and procedures, with credit approval authorities delegated from 
the Risk Management Committee. Business units have their counter parts in risk management, having specialised expertise in managing 
risks typical to these business units. Regular audits of business units and the Bank’s credit processes are undertaken by Internal Audit 
Department. 

The Bank employs a range of policies and practices to mitigate credit risk. The Bank follows a risk mitigation practice of identifying 
business cash flows as the primary take out for the advances extended. These cash flows are then tested for sustainability over the 
tenor of the credit facility and a suitable mechanism is put in place to capture the same into the client account with the Bank. To cover 
unforeseen risk, which dry up the cash flows, additional tangible securities are taken such as real estate or equity shares. The Bank 
implements guidelines on the acceptability of specific classes of collateral credit risk mitigation. The principal types of collaterals for 
loans and advances are:

• mortgages over properties;
• charges over business assets such as premises inventory and accounts receivable.
• charges over financial instruments such as debt securities and equities.
 
Longer-term finance and lending to corporate entities are generally secured; revolving individual credit facilities are generally unsecured 
from a collateral perspective, whereas credit risk is primarily mitigated through capture of business cash flows. In addition, in order to 
minimise the credit loss, the Bank will seek additional collateral from the counterparty as soon as impairment indicators are noticed for 
the relevant individual loans and advances. Collateral held as security for financial assets other than loans and advances, is determined 
by the nature of the instrument. Debt securities, treasury and other eligible bills are generally unsecured. 
 
All loans and advances of the Bank are regularly monitored to ensure compliance with the stipulated repayment terms. Those loans 
and advances are classified into one of the 5 risk classification categories: Standard, Special Mention, Substandard, Doubtful, and Loss 
– as stipulated by Central Bank of Oman regulations and guidelines. The responsibility for identifying problem accounts and classifying 
them rests with business line function. 

d FinAnciAL riSk mAnAgement (continued)

d1  credit riSk (continued)

d1.2  expoSure to credit riSk

The credit exposure of the Bank as on the reporting date is as follows:

2011 2010

Loans and 
advances-

Gross

Due from 
banks and 

other money 
market 

lendings
Investment 

securities

Loans and 
advances-

Gross

Due from 
banks and 

other money 
market 

borrowings
Investment 

securities

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Carrying amount 1,040,927 231,560 71,369 920,140 119,462 98,460

Past due but not impaired

1-30 days 15,783 - - 3,305 - -

31-60 days 2,995 - - 5,762                    -                    -   

61-89 days   1,360            -            -   4,114               -              -   

20,138            -            - 13,181               -              -   

Past due and impaired 15,999            -            - 8,051               -              -   

Neither past due nor 
impaired 1,004,790 231,560 71,369 898,908 119,462 98,460

2011 2010

Loans and 
advances-

Gross

Due from 
banks and 

other money 
market 

lendings
Investment 

securities

Loans and 
advances-

Gross

Due from 
banks and 

other money 
market 

borrowings
Investment 

securities

USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

Carrying amount 2,703,706 601,455 185,374 2,389,975 310,291 255,740

Past due but not impaired

1-30 days 40,995 - - 8,584 - -

31-60 days 7,779 - - 14,966                    -                    -   

61-89 days   3,532            -            - 10,686               -              -   

52,306            -            - 34,236               -              -   

Past due and impaired 41,556            -            - 20,912               -              -   

Neither past due nor 
impaired 2,609,844 601,455 185,374 2,334,827 310,291 255,740

Total impairment above includes impairment for off-balance sheet exposures as well.

Restructured and rescheduled loans during the year on standard portfolio amounted to RO 638,066 and on classified portfolio 
amounted to RO 19,704,027. 
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d FinAnciAL riSk mAnAgement (continued)

d1  credit riSk (continued)

d1.2  expoSure to credit riSk

Maximum exposure to credit risk before collateral held or other credit enhancements for all on-balance sheet assets are based on net 
carrying amounts as reported in the statement of financial position.

The maximum credit risk exposures relating to off-balance sheet items calculated as per Basel II guidelines are provided in note D5. 
The amounts represented in the note D5 represent a worst case scenario of credit risk exposure as of 31 December 2011 and 2010, 
without taking into account of any collateral held or other credit enhancements attached.

d1.3  credit rAting AnALySiS
  
The table below presents an analysis of debt securities, treasury bills and other eligible bills by rating agency designation at 31 
December 2011, based on Moody’s ratings or equivalent.

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

    4,000     4,000 Baa1 to Baa3   1,540   1,540

6,494 17,413 Unrated bonds 6,704 2,500

245,247 163,961 Sovereign treasury bills 63,125 94,420

The following table shows the gross placements held with counterparties at the reporting date: 

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

16,390  163,244 Aaa to Aa3 62,849 6,310

87,514 186,600 A1 to A3 71,841 33,693

     203,790  251,525 Baa1 to Baa3 96,837 78,459

  87,514  186,600 Unrated           33     1,000

The Bank performs an independent assessment based on quantitative and qualitative factors in cases where a bank is unrated.

d1.4  impAired LoAnS And SecuritieS

These are loans and securities for which the Bank determines that it is probable that it will be unable to collect all the principal and 
interest due according to the contractual terms of the loan /securities agreement. 

d1.4.A pAst due but not ImpAIred

These are loans and securities where contractual interest or principal payments are past due but the Bank believes that impairment is 
not appropriate on the basis of the level of security /collateral available and /or the stage of collection of amounts owed by the Bank.

d1.4.b loAns wIth renegotIAted terms

Loans with renegotiated terms are loans that have been restructured due to deterioration in the borrower’s financial position and 
where the Bank has made concessions that it would not otherwise consider. Once the loan is restructured it remains in this category 
independent of satisfactory performance after restructuring.

d FinAnciAL riSk mAnAgement (continued)

d1 credit riSk (continued)

d1.4 impAired LoAnS And SecuritieS (continued)

d1.4.c AllowAnces For ImpAIrment 

The Bank establishes an allowance for impairment losses account that represents its estimate of incurred losses in its loan portfolio. The 
main components of this allowance are specific loss components that relate to individually significant exposures, and a collective loan 
loss allowance established for group of homogenous assets in respect of losses that have been incurred but have not been identified 
on loans subject to individual assessment for impairment.

d1.4.d wrIte oFF polIcy

The Bank writes off a loan/security balance (and any related allowances for impairment losses) when the Bank determines that the 
loan/security is uncollectible. This determination is reached after considering information such as the occurrence of significant changes 
in the borrower/issuer’s financial position such that the borrower/issuer can no longer repay the obligation, or that proceeds from the 
collateral will not be sufficient to pay back the entire exposure. For smaller balance standardised loans, charge off decisions generally 
are based on a product specific past due status. 

Set out below is an analysis of gross and net (of allowances for impairment) amounts of individually impaired assets by risk classification.

                       2011                  2010

Loans and advances Loans and advances

Particulars Gross Net Gross Net

RO’000 RO’000 RO’000 RO’000

Sub-standard 7,178 5,186 1,669 1,223

Doubtful 2,279 1,099 1,213 577

Loss   6,542 1,900 5,169 1,824

15,999 8,185 8,051 3,624

Particulars Gross Net Gross Net

USD’000 USD’000 USD’000 USD’000

Sub-standard 18,644 13,470 4,335 3,177

Doubtful 5,919 2,855 3,151 1,499

Loss 16,993   4,935 13,426 4,738

41,556 21,260 20,912 9,414

d 1.5 coLLAterAL SecuritieS

The Bank holds collateral against the loans and advances to customers in the form of mortgage interests over property, other registered 
securities, assets and guarantees. Estimates of fair value are based on the value of the collateral assessed at the time of borrowing and 
updated once in three years, except when a loan is individually assessed as impaired. The shares of MSM listed companies which are 
taken as securities are valued on fortnightly  basis, unless there is significant fluctuations whereby the valuation is done on daily basis 
to manage the risks of extreme volatility. 
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d FinAnciAL riSk mAnAgement (continued)

d1  credit riSk (continued)

d 1.5  coLLAterAL SecuritieS (continued)

An estimate of the fair value of collateral and other security enhancements held against loans and advances is shown below:

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

Against past due but not impaired

13,322 80,771 Property 31,097 5,129

1,338 1,177 Fixed deposits 453 515

          -   2,304 Equity      887         -

14,660 84,252 32,437 5,644

Against past due and impaired

5,943 7,571 Property 2,915 2,288

Against neither past due nor impaired

330,494 333,039 Property 128,220 127,240

187,779 209,312 Commercial mortgage 80,585 72,295

74,426 63,099 Fixed deposits 24,293 28,654

53,678 52,649 Equity 20,270 20,666

  48,449   37,094 Guarantees   14,281   18,653

694,826 695,193 267,649 267,508

715,429 787,016 303,001 275,440

d1.6  SettLement riSk

Settlement risk is the risk of loss due to the failure of a party to honour its obligations to deliver cash, securities or other assets as 
contractually agreed on the day of settlement.

In foreign exchange trades, though there is  fulfilment of both the legs of the transaction on the settlement date as is common practice 
between trading partners (free settlement), there will be risk on account of different time zones. In these cases, the settlement risk is 
mitigated through the execution of bilateral payment netting agreements.

d1.7  concentrAtionS

Concentrations of credit risk arise when a number of counter parties are engaged in similar business activities or activities in the same 
geographic region or have similar economic features that would cause their ability to meet contractual obligations to be affected 
similarly by changes in economic, political or other conditions. Concentrations of credit risk indicate the relative sensitivity of the Bank’s 
performance to developments affecting a particular industry or geographic location.

The Bank seeks to manage its credit risk exposure through diversification of lending activities to avoid undue concentrations of risks 
with individuals or group of customers in specific locations or businesses.  It also obtains appropriate security.

d FinAnciAL riSk mAnAgement (continued)

d1  credit riSk (continued)

d1.7  concentrAtionS (continued)

2011 2010

Loans and 
advances-Gross

Due from banks 
and other money 

market lendings
Investment 

securities
Loans and 

advances-Gross

Due from banks 
and

other money 
market lendings

Investment 
securities

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Concentration by sector

Corporate 672,978 - 22,534 555,582 - 12,729

Personal 367,949 - - 364,558 - -

Sovereign - - 63,125 - - 94,420

Banks                - 231,560           -             - 119,462 -

1,040,927 231,560 85,659 920,140 119,462 107,149

Concentration by location

Middle east 1,014,362 104,361 80,041 920,140 45,207 106,755

Europe - 55,670 4,150 - 37,328   -

North America - 4,075 1,468 - 4,090 394

Asia 26,565 67,449 - - 32,822   -

Australia                -            5           -             -          15   -

1,040,927 231,560 85,659 920,140 119,462 107,149

USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

Concentration by sector

Corporate 1,747,995 - 58,530 1,443,070 - 33,063

Personal 955,711 - - 946,905 -   -

Sovereign - - 163,961 - - 245,246

Banks                - 601,455            -                - 310,291   -

2,703,706 601,455 222,491 2,389,975 310,291 278,309

Concentration by location

Middle east 2,634,711 271,069 207,899 2,389,975 117,421 277,286

Europe - 144,597 10,779 - 96,956 -

North America - 10,584 3,813 - 10,623 1,023

Asia 69,000 175,192 - - 85,252 -

Australia                -           13             -                -           39 -

2,703,706 601,455 222,491 2,389,975 310,291 278,309

Concentration by location for loans and advances is measured based on the location of the entity holding the asset, which has a high 
correlation with the location of the borrower. Concentration by location for investment securities is measured based on the location 
of the issuer of the security. The Bank seeks to manage its credit risk exposure through diversification of lending activities to avoid 
undue concentrations of risk with banks or customers in a specific currency. It also obtains security when appropriate. An analysis of 
the Bank’s gross exposure to relevant segments is provided in note D6.  
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d FinAnciAL riSk mAnAgement (continued)

d2  Liquidity riSk

Liquidity risk is the risk that the Bank will encounter difficulty in meeting its obligations associated with its financial liabilities that are 
settled by delivering cash or another financial asset.

d2.1  mAnAgement oF Liquidity riSk 

The Bank’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its 
liabilities when due, under both normal and stressed conditions without incurring unacceptable losses or risking damage to the Bank’s 
reputation. The Bank has put in place an approved Contingency Liquidity Plan to facilitate management of liquidity. 

Liquidity risk is managed by the Bank through closely monitoring the liquidity gap against the limit fixed.

Adequate liquidity is ensured by Treasury, which receives information from other business units regarding the liquidity profile of their 
financial assets and liabilities and details of other projected cash flows arising from projected future business. Central Treasury then 
maintains a portfolio of short-term liquid assets, largely made up of short-term liquid investment securities, loans and advances to 
banks and other inter-bank facilities, to ensure that sufficient liquidity is maintained within the Bank as a whole. In this process due care 
is taken to ensure that the Bank complies with all the Central Bank regulations.

All liquidity policies and procedures are subject to review and approved by ALCO.

d2.2  expoSure to Liquidity riSk

The lending ratio, which is the ratio of the total loans and advances to customer deposits and capital, is monitored on a daily basis in 
line with the regulatory guidelines. Internally the lending ratio is set at a more conservative basis than required by regulation. The Bank 
also manages its liquidity risk on a monthly basis monitoring the liquid ratio which is a ratio of net liquid assets to total assets. For this 
purpose net liquid assets are considered as including cash and cash equivalents and investment grade debt securities for which there 
is an active and liquid market. 

Details of the reported lending and liquid ratio as at 31 December 2011 were as follows: 

2011 2010

Lending ratio
Liquid
 ratio

Lending
ratio

Liquid
ratio

Average for the year 84.28% 21.46% 84.40% 21.64%

Maximum for the year 85.33% 26.43% 87.04% 22.45%

Minimum for the year 83.42% 17.43% 80.91% 24.80%

The table below summarises the maturity profile of the Bank’s liabilities as on the reporting date based on contractual repayment 
arrangements.  The contractual maturities of assets and liabilities have been determined on the basis of the remaining period at the 
statement of financial position date to the contractual maturity date and do not take account of the effective maturities as indicated 
by the Bank’s deposit retention history and the availability of liquid funds.

d   FinAnciAL riSk mAnAgement (continued)

d2  Liquidity riSk (continued)

d2.2  expoSure to Liquidity riSk (continued)

Within three 
months

Four 
months to 
12 months

One to 
three years

More than 
three years Total

RO’000 RO’000 RO’000 RO’000 RO’000

31 December 2011

Assets

Cash and balances with Central Banks 23,423 20,566 6,883 10,641 61,513

Due from banks and other money market lendings 158,025 73,535 - - 231,560

Loans and advances 254,441 109,096 142,167 513,850 1,019,554

Investment securities 63,126 - 14,289 8,244 85,659

Property and equipment and other assets   16,454    2,740      100   14,397      33,691

Total assets 515,469 205,937 163,439 547,132 1,431,977

Liabilities and equity

Due to banks and other money market borrowings 43,136 - - - 43,136

Customers’ deposits 342,622 453,452 151,761 223,602 1,171,437

Other liabilities 27,243 8,814 1,187 1,474 38,718

Subordinated loans - - - 50,000 50,000

Shareholders’ funds              -              -              -  128,686     128,686

Total liabilities and equity 413,003 462,266 152,948 403,762 1,431,977

Within three 
months

Four 
months to 
12 months

One to 
three years

More than 
three years Total

USD’000 USD’000 USD’000 USD’000 USD’000

31 December 2011

Assets

Cash and balances with Central Banks 60,839 53,418 17,878 27,639 159,774 

Due from banks and other money market lendings 410,455 191,000 - - 601,455 

Loans and advances 660,886 283,366 369,265 1,334,675 2,648,192 

Investment securities 163,964 -   37,114 21,413 222,491

Property and equipment and other assets      42,737     7,117        260      37,394      87,509 

Total assets 1,338,881 534,901 424,517 1,421,122 3,719,421 

Liabilities and equity

Due to banks and other money market borrowings 112,042 - - - 112,042 

Customers’ deposits 889,927 1,177,797 394,184 580,786 3,042,694 

Other liabilities 70,761 22,894 3,083 3,828 100,566 

Subordinated loans - - - 129,870 129,870 

Shareholders’ funds                -               -             -    334,249    334,249

Total liabilities and equity 1,072,730 1,200,691 397,267 1,048,733 3,719,421
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d  FinAnciAL riSk mAnAgement (continued)

d2  Liquidity riSk (continued)

d2.2  expoSure to Liquidity riSk (continued)

Within 
three 

months

Four months 
to 12 

months

One to 
three years

More than 
three years Total

RO’000 RO’000 RO’000 RO’000 RO’000

31 December 2010

Assets

Cash and balances with Central Banks 67,686 14,345 13,335 9,656 105,022

Due from banks and other money market lendings 102,137 15,400 1,925 - 119,462

Loans and advances 180,724 102,019 131,226 489,065 903,034

Investment securities 94,420 - 8,689 4,040 107,149

Property and equipment and other assets     9,788        148          73   13,939      23,948

Total assets 454,755 131,912 155,248 516,700 1,258,615

Liabilities and equity

Due to banks and other money market borrowings 51,277 - - - 51,277

Customers’ deposits and certificates of deposit 283,402 285,762 259,092 177,917 1,006,173

Other liabilities 9,310 5,646 4,395 8,283 27,634

Subordinated loans - - - 50,000 50,000

Shareholders’ funds             -             -             - 123,531   123,531

Total liabilities and equity 343,989 291,408 263,487 359,731 1,258,615

Within 
three 

months

Four months 
to 12 

months

One to 
three years

More than 
three years Total

USD’000 USD’000 USD’000 USD’000 USD’000

31 December 2010

Assets

Cash and balances with Central Banks 175,808        37,260        34,636 25,080         272,784 

Due from banks and other money market lendings 265,291        40,000          5,000 -           310,291 

Loans and advances 469,413       264,984       340,847 1,270,300 2,345,544 

Investment securities 245,247               -          22,569 10,493 278,309 

Property and equipment and other assets       25,423              384 190      36,205       62,202 

Total assets  1,181,182       342,628       403,242 1,342,078 3,269,130 

Liabilities and equity

Due to banks and other money market borrowings 133,188 - - -         133,188 

Customers’ deposits and certificates of deposit 736,109 742,239 672,966 462,122       2,613,436 

Other liabilities 24,182 14,665 11,416 21,514 71,777 

Subordinated loans - - - 129,870 129,870 

Shareholders’ funds             -              -              - 320,859 320,859 

Total liabilities and equity 893,479 756,904 684,382 934,365 3,269,130 

d FinAnciAL riSk mAnAgement (continued)
d2  Liquidity riSk (continued)

d2.2  exposure to lIquIdIty rIsk (contInued)

The Bank prepares a liquidity gap report to monitor the Bank’s short term liquidity position on the Rial denominated assets and 
liabilities in a time horizon spanning one month. The gap is adjusted for availability of instruments for repo or refinance and also for 
unavailed committed lines of credit, if any. This statement of short term liquidity is to be reported to the ALCO every month and 
onward reported to Risk Management Committee.

d3  mArket riSk

Market risk is the exposure to loss resulting from the changes in the interest rates, foreign currency exchange rates, equity prices 
and commodity prices. The objective of market risk management is to manage and control market risk exposures within acceptable 
parameters, while optimising the return to risk.

d3.1  meASurement oF mArket riSk

The Bank is mainly engaged in Spots, Forwards and Currency swaps. Since the positions are taken mainly for customer transactions, the 
complexity is further reduced. In view of above, the Bank measures and controls the risk by using a limit framework. As and when the 
Bank enters into more complex derivatives, it will have more sophisticated models and techniques to measure market risk, supported 
by suitable mechanism.

d3.2  mAnAgement oF mArket riSkS

The Bank separates its exposure to market risk between trading and non trading portfolios. Trading portfolios include all positions arising 
from market making and proprietary position taking, together with financial assets and liabilities that are managed on a fair value basis.
All foreign exchange risk within the Bank is transferred by Central Treasury to the trading book. Accordingly, the foreign exchange 
position is treated as a part of the Bank’s trading portfolio for risk management purposes. Foreign currency risk is monitored and 
managed by the Bank by establishment of Mid Office to monitor the market risk, and the risk is managed by putting in place Market 
Risk Management Policy, and implementing limit framework, reporting tools like Currency Position Report, Risk Analysis of  Currency 
Position, Breach Analysis  Report, and Dealer Limit  Breach report.

Overall authority for market risk is vested in ALCO. The risk management function is responsible for development of detailed risk 
management policies (subject to approval by ALCO and Risk Management Committee of the Board). The Market Risk Policy is 
periodically reviewed to keep it up to date with the market developments.

d3.3  expoSure to intereSt rAte riSk – non trAding portFoLioS

Interest rate risk arises from the possibility that changes in interest rates will affect future profitability or the fair values of financial 
instruments. The Bank is exposed to interest rate risk as a result of mismatches of interest rate and re-pricing tenure of rate sensitive 
assets and liabilities.  The effective interest rate (effective yield) of a monetary financial instrument is the rate used in a present value 
calculation which results in the carrying amount of the instrument.  The rate is a historical rate for a fixed rate instrument carried at 
amortised cost and a current rate for a floating rate instrument or an instrument carried at fair value. 

The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in the future cash flows or fair values of 
financial instrument because of a change in market interest rates. Interest rate risk is managed principally through monitoring interest rate 
gaps. The ALCO is the monitoring body for compliance with these limits and is assisted by Risk Management in its day-to-day monitoring 
activities. A summary of the Bank’s interest rate gap position on non-trading portfolios is provided in this note. The Bank also assesses 
interest rate risk by assessing the interest rate impact (both earnings perspective and economic value perspective) as per Basel-II guidelines 
communicated by Central Bank of Oman by applying interest rate shock of 200 bps and takes measures to reduce the impact. The Bank also 
assesses impact on earnings of interest rate shock of 50,100 and 200 bps.
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d FinAnciAL riSk mAnAgement (continued)
 
d3  mArket riSk (continued)

d3.3  expoSure to intereSt rAte riSk – non trAding portFoLioS (continued)

The Bank’s interest sensitivity position based on contractual re-pricing arrangements at 31 December 2011 was as follows:

Effective 
annual

interest
rate

Within 
three 

months

Four 
months to 
12 months

Over one 
year

Non-
sensitive 

to interest 
rate Total

% RO’000 RO’000 RO’000 RO’000 RO’000

31 December 2011

Assets

Cash and balances with Central Banks 2.00 - - - 61,513 61,513

Due from banks and other money market 
lendings 1.68 158,025 73,535 - - 231,560

Loans and advances 5.92 435,059 169,453 428,601 (13,559) 1,019,554

Investment securities 1.27 68,126 3,244 4,197 10,092 85,659

Property, equipment and fixtures - - - 14,157 14,157

Other assets             -             -              - 19,534      19,534

Total assets 661,210 246,232 432,798 91,737 1,431,977

Liabilities and equity

Due to banks and other money market 
borrowings 0.91 43,136 - - - 43,136

Customers’ deposits 2.14 240,968 390,275 147,375 392,819 1,171,437

Other liabilities - - - - 38,718 38,718

Subordinated loans 6.50 - - 50,000 - 50,000

Shareholders’ funds              -              -              - 128,686    128,686

Total liabilities and equity 284,104 390,275 197,375 560,223 1,431,977 

Total interest rate sensitivity gap 377,106 (144,043) 235,423 (468,486)                -

Cumulative interest rate sensitivity gap 377,106 232,063 468,486             -                -

d FinAnciAL riSk mAnAgement (continued)
 
d3  mArket riSk (continued)

d3.3  expoSure to intereSt rAte riSk – non trAding portFoLioS (continued)

Effective 
annual

interest
rate

Within 
three 

months

Four 
months to 
12 months

Over one 
year

Non-
sensitive 

to interest 
rate Total

% USD’000 USD’000 USD’000 USD’000 USD’000

31 December 2011

Assets

Cash and balances with Central Banks 2.00 - - - 159,774 159,774

Due from banks and other money market 
lendings 1.68 410,455 191,000 - - 601,455

Loans and advances 5.92 1,130,023 440,138 1,113,249 (35,218) 2,648,192

Investment securities 1.27 176,951 8,426 10,901 26,213 222,491

Property, equipment and fixtures   - - - 36,771 36,771

Other assets                 -              -                 -   50,738      50,738

Total assets 1,717,429 639,564 1,124,150 238,278 3,719,421

Liabilities and equity

Due to banks and other money market 
borrowings 0.91 112,042 - - - 112,042

Customers’ deposits 2.14 625,891 1,013,701 382,792 1,020,310 3,042,694

Other liabilities - - - - 100,566 100,566

Subordinated loans 6.50 - - 129,870 - 129,870

Shareholders’ funds              -                -              - 334,249 334,249

Total liabilities and equity 737,933 1,013,701 512,662 1,455,125 3,719,421

Total interest rate sensitivity gap 979,946 (374,137) 611,488 (1,216,847)                -

Cumulative interest rate sensitivity gap 979,946 605,359 1,216,847               -                -
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d FinAnciAL riSk mAnAgement (continued)
 
d3  mArket riSk (continued)

d3.3  expoSure to intereSt rAte riSk – non trAding portFoLioS (continued)

Effective 
annual

interest
rate

Within 
three 

months

Four 
months to 
12 months

Over one
year

Non-
sensitive to 

interest rate Total

% RO’000 RO’000 RO’000 RO’000 RO’000

31 December 2010

Assets

Cash and balances with Central Banks 2.00 - - - 105,022 105,022

Due from banks and other money market 
lendings 0.79 101,636 17,826 - - 119,462

Loans and advances 6.61 327,680 115,413 472,619 (12,678) 903,034

Investment securities 0.94 94,420 - - 12,729 107,149

Property, equipment and fixture - - - 13,765 13,765

Other assets             -             -              - 10,183      10,183

Total assets 523,736 133,239 472,619 129,029 1,258,615

Liabilities and equity

Due to banks and other money market 
borrowings 2.08 51,277 - - - 51,277

Customers’ deposits 5.52 209,873 239,789 556,511 - 1,006,173

Other liabilities 2.76 - - - 27,634 27,634

Subordinated loans 6.53 - - 50,000 - 50,000

Shareholders’ funds              -              -              - 123,531 123,531

Total liabilities and equity 261,150 239,789 606,511 151,165 1,258,615

Total interest rate sensitivity gap 262,586 (106,550) (133,892) (22,144)                -

Cumulative interest rate sensitivity gap 262,586 156,036 22,144           -                -

d FinAnciAL riSk mAnAgement (continued)
 
d3  mArket riSk (continued)

d3.3  expoSure to intereSt rAte riSk – non trAding portFoLioS (continued)

Effective 
annual

interest
rate

Within 
three 

months

Four 
months to 
12 months

Over one
year

Non-
sensitive to 

interest rate Total

% USD’000 USD’000 USD’000 USD’000 USD’000

31 December 2010

Assets

Cash and balances with Central Banks 2.00 - - - 272,284 272,284

Due from banks and other money market 
lendings 0.79 263,990 46,301 - - 310,291

Loans and advances 6.61 851,117 299,774 1,227,583 (32,930) 2,345,544

Investment securities 0.94 245,247 - - 33,062 278,309

Property, equipment and fixtures - - - 35,753 35,753

Other assets                -             -                 -   26,449      26,449

Total assets 1,360,354 346,075 1,227,583 335,118 3,269,130

Liabilities and equity

Due to banks and other money market 
borrowings 2.08 133,188 - - - 133,188

Customers’ deposits 5.52 545,125 622,829 1,445,482 - 2,613,436

Other liabilities 2.76 - - - 71,777 71,777

Subordinated loans 6.53 - - 129,870 - 129,870

Shareholders’ funds              -              -                 - 320,859    320,859

Total liabilities and equity 678,313 622,829 1,575,352 392,636 3,269,130

Total interest rate sensitivity gap 682,041 (276,754) (347,769) 57,518           -

Cumulative interest rate sensitivity gap 682,041 405,287 57,518           -           -
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d FinAnciAL riSk mAnAgement (continued)
 
d3  mArket riSk (continued)

d3.3  expoSure to intereSt rAte riSk – non trAding portFoLioS (continued)

The Bank’s present business is being done with basic products. The risk is managed by taking views on interest rate movements for the 
year and realigning the portfolios and covenants of lending, so as to be proactive and minimize any adverse effects. The benchmark 
presently available in Oman is the 28-day Central Bank of Oman CD rate. The statistics on movement of the rate in CDs and weighted 
average cost of deposits and the interest on loans are provided below:
   

2011 Jan Feb Mar Apr May Jun Jul Aug Sep Oct 

CD Rate 0.06% 0.06% 0.06% 0.06% 0.04% 0.03% 0.02% 0.03% 0.03% 0.07%

Deposit Rate 1.52% 1.44% 1.41% 1.37% 1.35% 1.36% 1.33% 1.35% 1.36% 1.35%

Lending Rate 5.91% 5.87% 5.81% 5.79% 5.76% 5.69% 5.69% 5.68% 5.64% 5.57%

2010 Jan Feb Mar Apr May Jun Jul Aug Sep Oct 

CD Rate 0.05% 0.04% 0.04% 0.04% 0.05% 0.08% 0.11% 0.08% 0.07% 0.07%

Deposit Rate 2.01% 1.98% 1.94% 1.90% 1.89% 1.83% 1.82% 1.76% 1.70% 1.67%

Lending Rate 6.50% 6.46% 6.39% 6.38% 6.38% 6.21% 6.19% 6.15% 6.11% 6.07%

The management of interest rate risk is one of the critical components of market risk management in banks. Interest rate risk 
primarily arises on account of mismatch of the Bank’s assets with its liabilities that fund the assets. There are basically two approaches 
to management of interest rate risk in banks, namely “Earnings Approach” and “Economic Value Approach”. The interest rate risk is 
assessed based on the impact of interest rate shock on the Bank’s earnings and capital.  
 
The focus of earnings approach is understanding the impact of interest rate changes (shock) of assets and liabilities on the Net Interest 
Income of the Bank. It measures the extent of capability of the Bank to absorb decline in net interest income caused by interest rate 
changes. 

Interest rate risk also influences the present value of bank’s asset and liabilities. Economic value perspective considers the present value 
of banks assets and liabilities and assesses the potential longer term impact of interest rates on the Bank. This perspective focuses on 
how the economic value of bank’s assets, liabilities, change with movements in interest rates and it reflects the impact of fluctuation in 
the interest rates on the economic value of the institution.

d FinAnciAL riSk mAnAgement (continued)

d3  mArket riSk (continued)

d3.3  expoSure to intereSt rAte riSk – non trAding portFoLioS (continued)

Basel-II Accord has recommended for assessing the impact of interest rate risk by applying 200 bps interest rate sensitivity and 
accordingly the impact of 200 bps interest rate shock on Bank’s earnings and capital is provided below:

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

79,467 90,278 Net interest income  34,757 30,595

79,467 90,278 Annualized net interest income 34,757 30,595

465,241 477,808 Capital 183,956 179,118

Based on 50 bps interest rate shock

2,813 4,135 Impact of 50 bps interest rate shock 1,592 1,083

3.54% 4.58% Impact as % to net interest income 4.58% 3.54%

0.61% 0.83% Impact as % to capital 0.83% 0.61%

Based on 100 bps interest rate shock

5,626 8,268 Impact of 100 bps interest rate shock 3,183 2,166

7.08% 9.16% Impact as % to net interest income 9.16% 7.08%

1.21% 1.66% Impact as % to capital 1.66% 1.21%

Based on 200 bps interest rate shock

11,252 16,538 Impact of 200 bps interest rate shock 6,367 4,332

14.16% 18.32% Impact as % to net interest income 18.32% 14.16%

2.43% 3.32% Impact as % to capital 3.32% 2.43%

d3.4  exposure to other mArket rIsks 

Investment value risk is the risk of reduction in the market value of the Bank’s portfolio as a result of diminishment in the market 
value of individual investments. The responsibility for management of investment value risk rests with the Investment  division under 
the supervision and guidance of  the Management Investment Committee and Board Executive Committee of the Bank. The Bank’s 
investments are governed by an investment policy  approved by the Board of Directors.The rating and price of the instruments are 
monitored on a regular basis and necessary actions are taken to reduce exposure if needed. The  portfolio is  revalued at  market price 
to ensure that unrealised losses, if any, on account of reduction in the market value of the investments  remains within the acceptable 
parameters. 

Exposure and sensitivity analysis
 
The Bank analyses price sensitivity of the equity portfolio as follows:   
a)  For the local quoted equity portfolio, based on the beta factor of the portfolio performance to the MSM30 Index 
performance. 
b)  For the international quoted equity portfolio, based on the individual security market price movement. 

The Bank’s market risk is affected mainly by changes to the actual market price of financial assets. Actual performance of the Bank’s 
local equity portfolio has a correlation to the performance of MSM30 Index. 
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d FinAnciAL riSk mAnAgement (continued)

d3  mArket riSk (continued)

d3.4  expoSure to other mArket riSkS (continued)

Security as per country Changes in fair value +/- 5%

2011 2010

RO’000 RO’000

Oman 498 413

GCC 6 -

UAE 14 -

UK 208 -

Bermuda 71 -

Security as per country Changes in fair value +/- 5%

2011 2010

USD’000 USD’000

Oman 1,294 1,073

GCC 16 -

UAE 36 -

UK 540 -

Bermuda 184 -

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.  The Board 
has set limits on the overall open position and for open position for each currency. The open position limits include overnight open 
position and intraday open position. Open positions are monitored on a daily basis and hedging strategies used to ensure positions are 
maintained within established limits. The Bank had the following net exposures denominated in foreign currencies:

 2011 2010

Assets Liabilities Net assets Assets Liabilities Net assets

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

US Dollar 399,918 435,884 (35,966) 360,222 373,120 (12,897)

Saudi Rial 64,162 64,170 (8) 94,746 1,08,056 (13,310)

Euro 15,807 15,815 (8) 18,185 18,184 1

UAE Dirhams 3,872 793 3,080 11,019 4,350 6,668

Qatari Rial 22 19 3 114 8 106

Kuwaiti Dinar 68 15 53 65 - 65

Japanese Yen 4 1 3 3 - 3

Pound Sterling 2,402 2,402 - 783 785 (2)

Indian Rupee 283 223 59 8 - 8

Others 461 270 191 897 788 109

d FinAnciAL riSk mAnAgement (continued)

d3 mArket riSk (continued)

d3.4  expoSure to other mArket riSkS (continued)

2011 2010

Assets Liabilities Net Assets Assets Liabilities Net Assets

USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

US Dollar 1,038,748 1,132,166 (93,418) 935,642 969,143 (33,499)

Saudi Rial 166,655 166,675 (21) 246,094 280,665 (34,571)

Euro 41,057 41,078 (21) 47,234 47,231 3

UAE Dirhams 10,057 2,060 8,000 28,621 11,299 17,319

Qatari Rial 57 49 8 296 21 275

Kuwaiti Dinar 177 39 138 169 - 169

Japanese Yen 10 3 8 8 - 8

Pound Sterling 6,239 6,239 - 2,034 2,039 (5)

Indian Rupee 735 579 153 21 - 21

Others 1,201 703 498 2,330 2,047 283

The Bank takes on exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial position and 
cash flows. The Board sets limits on the level of exposure by currency and in aggregate for both overnight and intra-day positions, which 
are monitored daily. Changes in the non parity foreign currency prices as at 31 December 2011 on net assets is considered negligible.

d4  operAtionAL riSk

Operational risk is defined as the risk of direct or indirect loss resulting from inadequate or failed internal processes, people and 
systems or from external events. Operational risk arises due to variety of causes associated with the Bank’s processes, personnel, 
technology and infrastructure and from external events and to include risks other than credit, market and liquidity risks.

The Bank’s objective is to manage operational risk to avoid/reduce financial losses to the Bank by establishment of necessary controls, 
systems and procedures. The Bank recognises that over controlled environment will affect the Bank’s business and earnings, besides 
adding to costs. Therefore, the Bank aims at effective management of operational risk through control optimisation and well established 
systems, methods and governance framework.

The primary responsibility for development and implementation of controls to address operational risk is assigned to senior 
management within each business unit. This responsibility is supported by the development of overall bank standards in the following 
areas for management of operational risk:
• Clear reporting lines
• Proper delegation of powers
• Appropriate segregation of duties and authorisation of transactions through a maker checker system and authorisation matrix
• Ownership reconciliation and monitoring of accounts
• Documentation of controls and processes 
• Compliance with regulatory and other legal requirements
• Periodic assessment of the operational risks faced and evaluating the adequacy of controls and procedures to address the risks identified
• Reporting of operational losses and incidents triggering operational losses and remedial action
• Development of contingency plans
• Training, skill up gradation and professional development
• Ethical and business standards
• Risk mitigation through insurance, wherever desirable
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d FinAnciAL riSk mAnAgement (continued)

d4  operAtionAL riSk (continued)

Compliance with Bank standards is supported by a programme of periodic reviews undertaken by Internal Audit. The results of Internal 
Audit reviews are discussed with the management of the business unit to which they relate, with summaries submitted to the Audit 
Committee and senior management of the Bank. The Bank is also in the process of implementing a comprehensive Operational Risk 
Management Framework by which bank has put in place Operational Risk Management Policy, Risk and Control Self Assessment 
(RCSA) Policy , Operational Risk Loss Event Reporting Framework, Maintenance of Operational Risk Loss Data Base and RCSA 
Framework. The Bank has developed an in-house RCSA model and has conducted Risk and Control Self Assessment for all major 
business activities like Corporate Banking, Retail Banking, Treasury, Card operations and Deposits.

d5  cApitAL mAnAgement

d5.1  reguLAtory cApitAL

The Bank’s lead regulator, Central Bank of Oman, sets and monitors capital requirements for the Bank as a whole. In implementing 
current capital requirements Central Bank of Oman requires the Bank to maintain a prescribed ratio of total capital to total risk-
weighted assets. The Bank calculates capital requirements for market risk and operational risk based upon the model prescribed by 
Central Bank of Oman as follows:

• Sovereign entities – Nil.
• Banks – Risk weightage based upon ratings by Moody’s.
• Retail and Corporate loans – In the absence of credit rating model 100% risk weightage is taken.
• Off balance sheet items – As per credit conversion factors and risk weightage prescribed by Central Bank of Oman.

The Bank’s regulatory capital is analysed into three tiers:

• Tier 1 capital, which includes ordinary share capital, share premium, perpetual bonds (which are classified as innovative Tier 1 
securities), retained earnings, translation reserve and minority interests after deductions for goodwill and intangible assets, and other 
regulatory adjustments relating to items that are included in equity but are treated differently for capital adequacy purposes.

• Tier 2 capital, which includes qualifying subordinated liabilities, collective impairment allowances and the element of the fair value 
reserve relating to unrealised gains on equity instruments classified as available-for-sale.

• Tier 3 capital, which includes short term subordinated debts which if circumstances demand would be capable of becoming the 
Bank’s permanent capital.

Various limits are applied to elements of the capital base. The amount of innovative tier 1 securities cannot exceed 15% of total tier 1 
capital; qualifying tier 2 capital cannot exceed tier 1 capital; and qualifying term subordinated loan capital may not exceed 50% of tier 
1 capital. There are also restrictions on the amount of collective impairment allowances that may be included as part of tier 2 capital. 
Other deductions from capital include the carrying amounts of investments in subsidiaries that are not included in the regulatory 
consolidation, investments in the capital of Banks and certain other regulatory items.

Banking operations are categorized as either trading book or banking book, and risk-weighted assets are determined according to 
specified requirements that seek to reflect the varying levels of risk attached to assets and off-balance sheet exposures. To compute 
the capital charge for operational risk the Bank has considered the gross income for seven quarters, being the period since the 
commencement of operations, due to non-availability of data for previous three years as required under basic indicator approach for 
computation of capital for operational risk. The Bank’s policy is to maintain a strong capital base as to maintain investor, creditor and 
market confidence and to sustain future development of the business. The impact of the level of capital on shareholders’ return is also 
recognized and the Bank recognizes the need to maintain a balance between the higher returns that might be possible with greater 
gearing and the advantages and security afforded by a sound capital position. The Bank and its individually regulated operations have 
complied with all externally imposed capital requirements throughout the year. There have been no material changes in the Bank’s 
management of capital during the year. 

d FinAnciAL riSk mAnAgement (continued)

d5  cApitAL mAnAgement (continued)

d5.1  reguLAtory cApitAL (continued)

The international standard for measuring capital adequacy is the risk asset ratio, which relates capital to balance sheet assets and off 
balance sheet exposures weighted according to broad categories of risk.

The risk asset ratio calculated in accordance with the capital adequacy guidelines of the Bank for International Settlement is as follows:

2010 2011 2011 2010

USD’000 USD’000 RO’000 RO’000

Tier I capital

259,740 259,740 Ordinary share capital 100,000 100,000

11,052 14,818 Legal reserve 5,705 4,255

1,073 1,073 General reserve 413 413

29,234 43,122 Retained earnings 16,602 11,255

(291) (5,660) Fair value losses (2,179) (112)

        (29)       (545) Deferred tax asset      (210)         (11)

300,779 312,548 Total 120,331 115,800

Tier 2 capital

32,930 35,218 Impairment allowance on portfolio basis 13,559 12,678

1,662 171 Fair value gains 66 640

129,870 129,870 Subordinated loan 50,000 50,000

164,462 165,259 Total 63,625 63,318

465,241 477,808 Total regulatory capital 183,956 179,118

Risk-weighted assets

2,755,958 3,193,465 Retail Bank, corporate Bank and market risk 1,229,484 1,061,044

   167,086    167,377 Operational risk      64,440      64,328

2,923,044 3,360,842 Total risk-weighted assets 1,293,924 1,125,372

Capital adequacy ratio

15.92% 14.22%
Total regulatory capital expressed as a percentage of total 
risk-weighted assets 14.22% 15.92%

10.29% 9.30%
Total tier I capital expressed as a percentage of total risk-
weighted assets 9.30% 10.29%

  
The capital adequacy ratio is calculated in accordance with the Basel II norms as adopted by Central Bank of Oman.

d5.2  cApItAl AllocAtIon 

The allocation of capital between specific operations and activities is, to a large extent, driven by optimization of the return achieved on 
the capital allocated. The amount of capital allocated to each operation or activity is based primarily upon the regulatory capital, but in 
some cases the regulatory requirements do not reflect fully the varying degree of risk associated with different activities. In such cases 
the capital requirements may be flexed to reflect differing risk profiles, subject to the overall level of capital to support a particular 
operation or activity not falling below the minimum required for regulatory purposes. 
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d FinAnciAL riSk mAnAgement (continued)

d5  cApitAL mAnAgement (continued)

d5.2  cApitAL ALLocAtion 

Although maximization of the return on risk-adjusted capital is the principal basis used in determining how capital is allocated within 
the Bank to particular operations or activities, it is not the sole basis used for decision making. Account also is taken of synergies with 
other operations and activities, the availability of management and other resources, and the fit of the activity with the Bank’s longer 
term strategic objectives.  

d6  SegmentAL inFormAtion

Segment information is presented in respect of the Bank’s operating segments. For management purposes, the Bank is organised into 
three operating segments based on products and services as follows:

• Wholesale banking includes deposits including current accounts, term deposit etc. for corporate and institutional customers, 
Treasury and Trade finance.

• Retail banking includes customers’ deposits, consumer loans, overdrafts, credit card and fund transfer facilities.
• Corporate banking includes the pool of resources considered for transfer pricing and absorbs the cost of impairment loss on 

portfolio basis and income tax expense.

The CEO monitors the operating results of its business units separately for the purpose of making decisions about resource allocation 
and performance assessment. Segment performance is evaluated based on operating profit or loss. Income taxes are managed on Bank 
basis and are not allocated to operating segments.

Interest income is reported net as CEO primarily relies on net interest income as a performance measure, not the gross income and 
expense.

Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions with third parties.

No revenue from transactions with a single external customer or counterparty amounted to 10% or more of the Bank’s total revenue 
in 2011 or 2010. 

d6  SegmentAL inFormAtion (continued)

Segment information is as follows:

2011 2010

Retail 
banking

Wholesale 
banking Corporate Total

Retail 
banking

Wholesale 
banking Corporate Total

RO’000 RO’000 RO’000 RO’000 RO’000 RO’000 RO’000 RO’000

Net interest income 16,821 21,813 (3,877) 34,757 12,211 14,333 4,051 30,595

Other operating income 3,580 3,975 874 8,429 1,548 2,996 92 4,636

Operating expenses (17,143) (6,036) - (23,179) (14,355) (5,231) - (19,586)

Staff cost (10,061) (4,027) - (14,088) (8,252) (3,452) - (11,704)

Other operating 
expenses (5,683) (1,589) - (7,272) (4,665) (1,356) - (6,021)

Depreciation (1,399)     (420)         - (1,819) (1,438)   (423)          - (1,861)

Operating profit/(loss) 3,258 19,752 (3,003) 20,007 (596) 12,098 4,143 15,645

Impairment on 
investments - - (17) (17)

                  
- -

             
(21) (21)

Portfolio provision - - (881) (881)                - - (1,060) (1,060)

Specific provisions (1,199) (1,387)         - (2,586) (2,176) (748) -                       (2,924)

2,059 18,365 (3,901) 16,523 (2,772) 11,350 3,062 11,640

Income tax expense         -           - (2,026) (2,026)          -          - (1,420)  (1,420)

Segment profit/(loss) for 
the year 2,059 18,365 (5,927) 14,497 (2,772) 11,350 1,642 10,220

Segment assets 363,263 964,536 104,178 1,431,977 361,087 762,732 134,796 1,258,615

Segment liabilities 189,648 1,024,925 217,404 1,431,977 155,326 895,086 208,203 1,258,615

2011 2010

Retail 
banking

Wholesale 
banking Corporate Total

Retail 
banking

Wholesale 
banking Corporate Total

USD’000 USD’000 USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

Net interest income 43,691 56,657 (10,070) 90,278 31,717 37,229 10,521 79,467

Other operating income 9,299 10,325 2,270 21,888 4,021 7,782 239 12,042

Operating expenses (44,527) (15,678) - (60,205) (37,286) (13,587) - (50,873) 

Staff cost (26,132) (10,460) - (36,592) (21,434) (8,966) - (30,400)

Other operating 
expenses (14,761) (4,127) - (18,888) (12,117) (3,522)

                 
- (15,639)

Depreciation  (3,634) (1,091)          -  (4,725) (3,735) (1,099)           -  (4,834)

Operating profit/(loss) 8,463 51,304 (7,800) 51,967 (1,548) 31,424 10,760 40,636

Impairment on 
investments - - (44) (44)

                  
- -

                 
(55) (55)

Portfolio provision         -         - (2,288) (2,288)          -          - (2,753) (2,753)

Specific provisions (3,114) (3,603)         - (6,717) (5,652) (1,943)          - (7,595)

5,349 47,701 (10,132) 42,918 (7,200) 29,481 7,952 30,233

Income tax expense         -           -  (5,262)  (5,262)         -           - (3,688) (3,688)

Segment profit/(loss) for 
the year 5,349 47,701 (15,394) 37,656 (7,200) 29,481 4,264 26,545

Segment assets 943,540 2,505,288 270,593 3,719,421 937,888 1,981,122 350,120 3,269,130

Segment liabilities 492,592 2,662,143 564,686 3,719,421 403,444 2,324,899 540,787 3,269,130
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Head office address

Business Location: CBD Area
PO Box: 44 Hai al Mina, PC: 114
Telephone: +968 24730000
Fax: +968 24730010
E-mail: info@banksohar.net
website: www.banksohar.net

Senior management 

Dr. Mohamed Abdulaziz Kalmoor 
CEO

H. V. Sheshadri
Senior DGM Risk Management

Munira Abdulnabi Macki
DGM  Human Resources and Corporate Support

R Narasimhan
DGM Wholesale Banking

Khalfan Rashid Al Tal’ey
DGM Retail Banking

Peter Byrne
DGM & Head of Internal Audit

Rashad Ali Al Musafir
Chief Financial Officer

Sasi Kumar
Senior AGM Investments & New Business

Mujahid Al Zadjali
AGM & Head of IT

R. Nandakumar 
AGM - Central Operations

Wholesale banking

Mervyn Fernando
AGM Large Corporate Banking
Tel: +968 24662111
Fax: +968 24662110
Email: Mervyn.fernando@banksohar.net

Jeanan Sultan
AGM Corporate Banking- Govt. & Quasi Govt.
Tel: +968 24662140
Fax: +968 24662110
Email: jeanan.sultan@banksohar.net

Mohammed Onn Dohadwala
AGM Financial Institutional Group 
Tel: +968 24662150
Fax: +968 24662156
Email: mohammed.dohadwala@banksohar.net

Saeed Ali Al Hinai
AGM & Head Treasury
Tel: +968 24730239
Fax: +968 24730280
Email: saeed.alhinai@banksohar.net

Suranga Perera 
Head Emerging Corporate Banking
Tel: +968 24527113
Fax: +968 24527116
Email:  suranga.perera@banksohar.net

Mustafa Ali Mukhtar
AGM Trade Finance Unit
Tel: +968 24730246
Fax: +968 24730361
Email: Mustafa.ali@banksohar.ne

Retail Banking

Salim Khamis Al Miskary
AGM Branches
Tel: +968 24730333
Fax: +968 24730010
Email: salim.almiskry@banksohar.net                                          

Mazin Mahmood Al Raisi
AGM Marketing & Publicity
Tel: +968 24730222
Fax: +968 24730124
Email: Mazin.alraisi@banksohar.net

Khalifa Al Ghammari
AGM Retail Business Supp. & ASC
Tel: +968 2473 0073
Fax: +968 2473 0259
Email:  khalifa.alghammari@banksohar.net

M Dinesh
AGM Strategy, Business and Product Development
Tel: +968 24730250
Fax: +968 24730010
Email: m.dinesh@banksohar.net

Vlada Shmatchenko
Head Card Products & Business Development 
Tel: +968 24730290
Fax: +968 24730010
Email: Vlada.s @banksohar.net

Haider Mohd Abdullah
Senior Chief Manager Relationship Banking
Tel: +968 24662010
Fax: +968 24662021
Email:  Haider.mohd@banksohar.net

ONSITE

• Al Amerat Branch
• Al Khabourah Branch
• Al Khoudh Branch
• Al Khuwair Branch
• Azaiba Branch
• Bahla Branch
• Barka Branch
• Buraimi Branch
• Ibra Branch
• Ibri Branch
• Jalaan Bani Bu Ali Branch
• MBD Branch
• Nizwa Branch

• Quriyat Branch
• Qurum Branch
• Rustaq Branch
• Ruwi Branch
• Saham Branch
• Salalah Branch
• Seeb Branch
• Shinas Branch
• Sinaw Branch
• Sohar Branch
• Sur Branch
• Suwaiq Branch

ATM’s

OFFSITE

Al Ghubra : Opposite Traffic Light
Al Mawaleh South : Shell Filling Station
Al Seeb : City Center
Al Wajajah : Shell Filling Station 
Azaibah : Safeer 
  Shell Filling Station
Bidiya : Omanoil Filling Station
Maabela : Shell Filling Station
Maabela Souq : Al Maha Filling Station
MOD : Muaskar Al Murtafaa
North Al Hail : Near Muscat Pharmacy
Opposite The Wave : Al Maha Filling Station
Salalah : 23rd of July Street
Sifalat Ibra  : In Souq
Sohar : SAFEER MALL
Sohar Al Waqaibah : Al Maha Filling Station
South Al Hail : Shell Filling Station
South Maabela : Al Maha Filling Station

MBD Branch
Talal Al Zadjali
P.O. Box 44, PC 114 Hai Al Mina
Tel:  +968 24730077 / 24730000
Fax : +968 24730275

Qurum Branch
Moza Al Mamari
P.O. Box 1876, PC 114 Hai Al Mina
Tel:  +968 2456 0260 / 24565727
Fax : +968 24563292

Al Khuwair Branch
Fahad Al Zadjali
P.O. Box 120, PC 103 Bariq Al Shatti
Tel:  +968 24480216 / 24480269
Fax : +968 24480354

Al Khoud Branch
Fahad Al Hooti
P.O. Box 463, PC 132 Al Khoud
Tel:  +968 24541025
Fax : +968 24541036

Athaiba Branch
Salam Al Tubi
P.O. Box 4019, PC 112 Ruwi
Tel:  +968 24491226 
Fax : +968 24494649

Ruwi Branch
Habib Al Balushi
P.O. Box 104, PC 131 Hamriya
Tel:  +968 24833887 / 24833747
Fax : +968 24834348

Seeb Branch
Adnan Al Balushi
P.O. Box 869, PC 111 Wilayat Seeb
Tel:  +968 2442 2771 / 24422774 
Fax : +968 2442 2050

Al Amerat Branch
Abdullah Al Shidi
P.O. Box 243, PC 119 Al Amerat
Tel:  +968 24878565 / 24878992
Fax : +968 24878535

Quriyat Branch
Said Al Busafi
P.O. Box 229, PC 120 Quriyat
Tel:  +968 24845090 / 24845091
Fax : +968 24845093

BRANCHES
Barka Branch
Zahir Al Harrasi
P.O. Box 528, PC 320 Barka
Tel:  +968 26883583 / 26883584
Fax : +968 26883592

Rustaq Branch
Abdullah Al Adawi
P.O. Box 220, PC 329 Rustaq
Tel:  +968 26875031 / 26875012
Fax : +968 26875028

Suwaiq Branch
Ali Al Hinadasi
P.O. Box 13, PC 315 Suwaiq
Tel:  +968 2686 0019
Fax : +968 26860092

Al Khaboura Branch
Abduljalil Al Ajmi
P.O. Box 580, PC 326 Al Khaboura
Tel:  +968 26802242 / 26802332
Fax : +968 26802448

Saham Branch
Naeema Al Farsi
P.O. Box 212, PC 319 Saham
Tel:  +968 26854972
Fax : +968 26854874

Sohar Branch
Rashid Al Maskry
P.O. Box 831, PC 311 Sohar
Tel:  +968 26842709 / 26846957   
Fax : +968 26842538

Shinas Branch
Badriya Al Jahwari 
P.O. Box 458, PC 324 Shinas
Tel:  +968 26748282,  26748283
Fax : +968 26748520

Nizwa Branch
Aziz Al Amri
P.O. Box 227, PC 611 Nizwa
Tel:  +968 25412675 / 25412676
Fax : +968 25412677

Bahla Branch
Hamed Al Hinai
P.O. Box 8, PC 612 Bahla
Tel:  +968 25419466 / 25419410
Fax : +968 25419261

Ibra Branch
Amour Al Habsi
P.O. Box 505, PC 400 Ibra
Tel:  +968 25571414 / 25572425 
Fax : +968 25572234

Sinaw Branch
Saad Al Shidhani
P.O. Box 72, PC 418 Sinaw
Tel:  +968 25525277 / 25524233
Fax : +968 25524030

Sur Branch
Masoud Al Farsi
P.O. Box 269, PC 411 Sur
Tel:  +968 25545181 / 25545199
Fax : +968 25545084

Jaalan Bani Bu Ali Branch
Jamal Al Masroori
P.O. Box 90, PC 416 Jaalan Bani Bu Ali
Tel:  +968 25554488
Fax : +968 25553742

Ibri Branch
Hamed Al Shamkhi
P.O. Box 487, PC 511 Ibri
Tel:  +968 25688681 / 25688648
Fax : +968 25688642

Buraimi Branch
Talib Al Balushi
P.O. Box 70, PC 512 Buraimi
Tel:  +968 25650502 / 25650559
Fax : +968 25650542

Salalah Branch
Amur Al Amri
P.O. Box 1577, PC 211 Salalah
Tel:  +968 23295239 / 23293269
Fax : +968 23297932
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