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CHAIRMAN'S REPORT

ENG. ABDUL HAFIDH SALIM RAJAB AL-AUJAILI
Chairman

Dear Shareholders,

On behalf of the Board of Directors of Bank Dhofar Al Omani Al Fransi (S.A.0.G.), it is my proud privilege to
present to you the Bank's Financial Statements and the Auditor's Report for the financial year ended 31
December 2000.

The year, which coincided with the 30th Anniversary of Renaissance, witnessed huge swing in oil prices.
Bolstered by high oil prices, the economy, slowly but steadily showed signs of improvement. The Government,
amongst various other things, came up with a package to help improve the sentiment at the Muscat Securities
Market. The Bank had an eventful year and was able to successfully stand up to the challenges of a competitive
market. The year ended on a very happy note of purchasing 16 erstwhile Commercial Bank of Oman branches
for a consideration of R.0.3.5 million in addition to the Net Assets as on the take over date of 28th February
2001.

Total assets of the Bank increased to R.0.273 million from R.O. 262 million at the end of 1999. Gross loans
and advances, the most productive assets of the Bank, grew by 8% to reach a figure of R.O. 224 million. This
growth, which compares favourably with the growth of 2.8% recorded by the Banking industry in Oman, is
commendable as simultaneously, the Bank was able to bring down the personal lending ratio to within 35% stip-
ulated by the Central Bank of Oman. The customer deposits also increased in unison by 8% to reach R.O. 211
million compared to R.0. 196 million at the end of 1999.

Operating profits were in line with the expectation, reaching a total of R.O. 7.8 million compared to R.O. 7.5
million for 1999. Amongst the various measures taken by the Govt. of Oman to bolster the Muscat Securities
Market was the resolution of the vexatious issue of negative net worth trust accounts with the brokerage com-
panies. In terms of the rescue package, banks are required to bear the losses on account of fall in the value of
underlying securities of the trust accounts with these companies to the extent of 25% of their outstanding
advances on this account to the brokerage companies. This amount has to be provided for by banks over a peri-
od of two years. I am happy to announce that your Bank has decided to provide for the full 25% in the first year
itself. Thus, R.O. 416K has been provided for by the Bank on this account. In spite of this unusual provision,
the profits available for appropriation showed growth over previous year and were at R.O. 5.5 million.

In view of our robust performance, your Board takes pleasure in recommending a dividend of 15% for the finan-
cial year ended 31 December 2000. However, as I stated earlier, the Bank has paid a consideration of R.0.3.5
Million for purchase of 16 erstwhile Combank branches. This purchase has been made by us without approach-
ing the shareholders for further funds. This acquisition will result in a quantum jump of approx. R.0.26 million
in our loans and advances, apart from the planned growth. In order to sustain this growth on an ongoing basis
and put the Bank on the threshold for international expansion, it is desirable to improve the Bank's net worth
and reserves on a long-term basis, without the need of approaching the shareholders for fresh equity. Your Board
has evolved an innovative approach and recommends a new dividend policy of payment partly in cash and

partly in stocks starting with the financial year 2000. Your Board, therefore, recommends 10% dividend in cash
and 5% in stocks.

A new world order of electronic communication is rapidly changing the way banks do business with their
customers, In this era of 'Any time, Anywhere, Anyhow' banking, information technology plays a vital role in
delivering services to the customer's satisfaction. In order to remain abreast with the latest cufting edge
technology, strengthening the Electronic Banking backbone is an ongoing process in your Bank.

The Bank is in the process of introducing an electronic platform, which will provide its customers with an
uninterrupted service 24 hours, 7 days a week. Additionally, the Bank plans to introduce Telephone Banking,
Internet Banking and Mobile Banking in the future. In line with its policy to establish a strategic presence in
the Sultanate, your Bank opened 4 more branches during the year, taking the network to 27 fully commissioned
branches equipped with the latest equipment and facilities. The acquisition of 16 more branches will take this
network to 43 with an ATM network of 55 outlets. The Bank is thus poised to achieve an optimum national
network and is on the threshold for international expansion.

Banking being a service industry, one of its most valuable assets is the Bank's dedicated staff and managers.
The Bank has continued to recruit young and energetic Omanis who see a bright future in your Bank. The Bank
is proud to announce that its Omanisation level has crossed the 90% benchmark, stipulated by the Central Bank
of Oman. Your Bank places strong emphasis on training and is confident that these dedicated young staff will
contribute to the success of your Bank in the years to come,

The Bank expects to set newer standards in customer service. It is our profound belief that the customer is the
essence of our being in business and it has been the Bank's endeavour to tailor-make its services to suit the
specific needs of its customers in general and corporate clients in particular.

On behalf of the Board, I would like to thank our customers for their patronage and the confidence they have
reposed in your Bank. They can continue to count on the Bank's unending support as also friendly and efficient
service. [ also thank our shareholders for their unstinting support and the staff and management for their good
work done during year 2000,

The Board of Directors also wishes to thank the Central Bank of Oman for its valuable guidance.

Finally, we at Bank Dhofar Al Omani Al Fransi (SAOG), dedicate the achievements of year 2000 to His Majesty
Sultan Qaboos Bin Said. We offer our most profound gratitude for his farsighted leadership and generous
support to the private sector. Once again, it is to His Majesty and the people of Oman that we dedicate our total
commitment in our endeavour to be an important cog in the nation's economic wheel,
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BOARD OF DIRECTORS

MANAGEMENT TEAM
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Chairman
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Salem Mubarak Al Shanfari Ahmed Taher Megabil Sayyed Salem Musallam Al Busaidi ~ Sheikh Salem Oufait Al Shanfari
Vice Chairman Member Member Member

Dhafer Sahmi Al Ahbabi Saleh Nasser Al Habsy Abdul Aziz Ali Al Shanfari Al Ahmed Al Mashani
Member Member Member Member

Said Salim Al Shanfari Suhail Ahmed Al Mashani
Member Member

Ahmed Bin Ali Al Shanfari
General Manager

Abdullah Bin Jama Farah
Deputy General Manager and Chief Operating Officer

Abdul Hakeem Omar Al Ojaili
Assistant General Manager, Retail Banking & Marketing

Winant R. Juriansz
Assistant General Manager, Operations and Services

Virendra K. Raina
Assistant General Manager, Corporate Banking

Yves Noyalet
Financial Controller

Meryvn G. Fernando
Head of Credit

Syed Ziarat Ali
Head of International

Max Jayamanna
Head of Internal Audit

Ravi Khana
Senior Manager - Information Technology

S.L. Pai
Manager - Recoveries

K. Pushpangadan
Manager - Administration

A. Reguramalingam
Manager - Investments

Sisira Kotuwella
Manager - Training

Zeina Saeed Saleh Al Mashari
Manager - Personnel

Ibrahim Said Al Abri
Manager - Credit Administration

Ahmed Said Al Ibrahim
Manager - Marketing
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RETAIL BANKING AND MARKETING

The Retail Banking and Marketing (RB&M) group encompasses the Marketing
Department, the Card Service Center and the Network of Branches. The Assistant General
Manager (AGM) of RB&M is responsible for developing and implementing a cohesive
marketing strategy. Additionally, he plans and directs the branch network to ultimately
improve productivity, and secure an outstanding level of customer services. As an added |
responsibility, the AGM - RB&M devises the tactics for the Card Section in accordance
with the Bank's overall strategies.

NETWORK OF BRANCHES

The branch network encompasses 27 branches. By 28 February 2001 the number will be 43 due to the purchase of 16 branches from
the Commercial Bank of Oman. It is anticipated that the network will expand into the interior regions of the Sultanate, and also cover
a larger portion of the capital area. In addition, the management is considering an international presence in the near future.

AGM - RB&M, in conjunction with Branch Managers, develops operational strategies, Branch
Managers supervise the operations within their branches and ensure compliance with standard
procedures, meeting the demanding requirements of auditors, and thus, Central Bank of Oman
| (CBO). Aless bureaucratic and more pleasant task for Branch Managers is acquiring and retain-
; ing of customers.

Branch Managers form the link between customers and Head Office. Consequently, requests and suggestions from customers are com-
municated through Branch Managers to top management. At the same time, Branch Managers execute the Bank’s strategies and plans
through the branches with close supervision. It is they who evaluate the training needs of their staff and the automation needs of their
branches. These are communicated to AGM - RB&M for executive decisions.

AMINA AL-FALAHI
Manager — Muscat Branch

Amina Al-Falahi, Muscat Branch Manager, has a banking career of 21 years, which she started off as a clerk. Based on her hard work
and her determination to keep learning about banking, Mrs. Al-Falahi has successfully been a Branch Manager for 13 years, during
which time she has attended many courses, seminars and workshops. "I thoroughly enjoy my job and look forward to more challenges
in the forthcoming years, aspiring to higher management levels as I progress."

She has obviously made a favourable impression on her customers, having received comments
such as;

"The manager and all the staff at BDOF’s Muscat branch are a pleasure to work with and to be
around for their distinguished guidance and inspiration, efficiency, encouragement, productive
discussions, and constructive criticism. I believe that Muscat Branch has great potential, as
described by a Muscat Branch customer.

She likes to spend her spare time reading and going out camping.

SAID AHMED SAFRAR
Manager — Al-Khuwair Branch

N,

Said Ahmed Safrar has banking experience of more than 12 years. He initially worked for Oman International Bank (OIB), later moy-
ing to BDOF, where he now holds the position of Branch Manager, Al-Khuwair.

He attended various seminars throughout his career and attained a Diploma from the Arab Academy for Financial Studies, Jordan, 1994
and Diploma in Business Administration, Dorset, UK, 2000.

The branch maintains excellent relations with customers and its service, under the management of Mr, Said, has been described as
"exquisite” by one of the branch’s customers. He plays tennis and enjoys swimming,

MARKETING DEPARTMENT

The Marketing Department is the assistance vehicle for the Bank's progress. Its operations include publicity and public relations, main-
tenance of corporate image, sales management, communications and market research, among other things.

However, the department's main role fundamentally exists in the preparation and implementation of a reliable marketing plan in accor-
dance with the overall objectives of retail banking. The department’s role starts by compiling and analysing market data to profession-
ally organize sales strategies for existing and potential products.

Developing and maintaining corporate image is just one essential task cartied out by this department. In addition, the marketing team
is responsible for sales promotion through campaigns and active participation in national events, and acquiring and retaining high net-
worth customers. Moreover, it is the responsibility of this department to manage sales by devising plans and monitoring performance.
In order to achieve this, the department assesses the levels of customer satisfaction, markel positioning and planning new products.




AHMED SAID AL IBRAHIM
Manager - Marketing

Ahmed Said Al Ibrahim is a graduate from Sultan Qaboos University, majoring in Mass Communications. He has varied work experi-
ence, which he acquired working for the Ministry of Information in Muscat. During his ten years there, Mr. Al Tbrahim occupied var-
ious challenging positions, reaching Head of News Programme Department. As an editor he was responsible for the Economic Bulletin
and Oman In A Week. He actively participated in national and international conferences, and represented the Ministry in some of the

national committees.

In 1996, hie joined BDOF as an officer at the MBD Branch, working in various departments to become the Assistant Branch Manager
and Tater was appointed an auditor. He was then transferred to the International Division, working as a dealer in the treasury depart-
ment. He now works as a Marketing Manager for the Bank.

M., Al Tbrahim has attended various courses covering a broad range of subjects including management, credit and marketing. His
leisure time is spent fishing, (ravelling, and learning and reading about different cultures.

CARD SERVICES CENTER

The Visa card is one of the products offered to customers by the Bank. This international credit card has gained a great deal of popu-
larity and there is a steady 15% growth in the number of cards issued annually. Cardholders have access to over 642,000 ATMs and

over 12 million point of sale terminals worldwide.
BDOF’s card centre is keeping up with the latest trends in the plastic cards industry and is in the process of finalizing the issue of Visa
Electron cards, which also act as international debit cards. The Bank intends to open its ATMs for international Visa transactions in the

future.
The Card Service Centre has a 24 hours Bmergency Hotline for its customers. This ensures that a customer, wherever he may be, is

provided with emergency assistance, whenever in need.

TARIQ ATIQ KHAN

: Senior Officer
i  Card Services Center
Tarig Atiq Khan is a holder of BSc in Business Administration, Arkansas State University, in May 1995. Upon his return, he worked
as an insurance researcher for the Ministry of Commerce. There, he was responsible for solving insurance disputes in the domestic mar-
ket, and monitoring Insurance Companies' solvency. He joined BDOF as an Officer in October 1996 at MBD, where he was involved
in various operations: credit, cash, remittance, ete. In August 1999, he moved to Card Services Centre, where he is currently handling
Visa card operations for the Bank. Tariq issues cards, answers to customer enquiries, and coordinates between branches and Head
Office.
Tariq's ambitions are to study for an MBA and specialize in E-commerce. His spare time is spent reading and playing music.

CORPORATE BANKING

The Corporate Banking Group encompasses the Corporate Credit Department; Business Development and Corporate Products;
[nternational Banking Division, which includes Correspondent Banking; Nostro/Vostro account maintenance; Trade Finance
Department; Treasury Department, covering both Forex and Domestic Operations; Recovery Department; and the Credit
Administration Department. The group has been created specifically to look after the various needs of corporate customers under a sin-
gle window concept.

In due course, the Bank will identify promising international locations with a view to setting up overseas branches.

CORPORATE CREDIT

The Corporate Credit Department caters to the banking needs of the high net-worth corporate clients of the Bank, providing all bank-
ing services and facilities required by a corporate. The line managers have been re-designated as Account Relationship
Managers/Officers in order to improve corporate customer satisfaction. The Account Relationship Managers liaise between the various
departments and corporate customers to deliver all products/requirements in terms of Funding, Foreign Exchange products,
International trade, Deposits etc. Both Account Relationship Managers and Account Relationship Officers target prospective corpo-
rates, analyze their past, present and future needs, and tailor the best financial package to serve their needs.

BDOF has strengthened its Cerporate Banking Team by recruiting people with a wide range of corporate banking experience. The new
team members are MBAs, Chartered Accountants, ICWAs and engineers who have gained their expertise at renowned multinational
banks such as Hong Kong Shanghai Banking Corporation (HSBC), and Dresdner Bank. The invigorated Corporate Credit Department
strives to maintain, develop and retain relationships by having satisfied customers through an improved service.

OMAR AL-MUSAFIR
Accounts Relationship Officer

Mr Omar Al-Musafir is one of BDOF’s new recruils. He is an Omani national who attained a BA in Finance from Duquesne University
of Pittsburgh, Pennsylvania, USA, in December 1997, He started his career in the Corporate Finance department of one of the higgest
brokerage houses in Oman, handling procedures for business flotation.

In September 1999, he joined BDOF as a Trainee Officer, where he received exposure to overall banking operations. Eight months
later, he was assigned to the Corporate Banking Department, Corporate Credit, where he now handles referrals relating to accounts,
and attends to the special requirements of corporate customers. About his present position and future plans, Mr. Al-Musafir says: "My
current responsibilities include assisting the Account Relationship Managers in preparing and processing credit proposals and the gen-
eral maintenance of relations with the Bank’s corporate customers, together with marketing for prospective customers. I learn new
things as I progress, which will help me to gain the necessary experience to become an Account Relationship Manager myself. T also
plan to expand my knowledge in credit and corporate banking through specialized courses." He likes to pursue photography during his
spare time; he is also interested in sports and camping.
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PROJECT FINANCE & SYNDICATIONS SECTION

The lending scenario has, of late, been changing in Oman, with a discernible trend towards medium-to-
long term lending, particularly for industrial and infrastructure projects, and one which is likely to accel-
erate over the next few years as a number of large projects get under way. Being a growing bank, BDOF
will actively participate in this changing profile of lending to continue its growth.

In order (o actively participate in the infrastructural development of the Sultanate, BDOF has set up a spe-
cific section for project financing to offer a wide range of services including, but not limited to, direct
financing, lead arranging, and financial structuring to suit project/sector specific requirements. Besides
monitoring and managing the existing project financing/syndicated loans, the section is also continuous-
ly exploring opportunities for future lending to forthcoming projects and is liaising with lecal and inter-
national banks in this matter.

Some important project financing/syndicated deals in which the Bank participated during the financial
year 2000 were the Salalzh and Sohar pipeline projects of Oman Gas Company SAOC, Phase II financ-
ing of Salalzh Port Services Company SAOG, and Qalhat Housing Complex project, implemented by
Qalhat Real Estate Investment and Services LLC. Some of the leading projects the Bank is currently work-
ing on include Barka Power project, Oman Indian Fertiliser project, Salalah Power project, Sohar Refinery
project, and Train T Liquefaction plant for Oman LNG. These are likely to come up for financial closure
during the 2001 financial year.

UDIT NARAYAN MISHRA

Manager — Project Finance
and Syndications

Udit Narayan Mishra, joined the Bank in April 2000 as the Manager of Project Finance & Syndications. Mr. Mishra holds a Post-
Graduate Diploma in Business Management, specializing in Finance and Marketing. He has over L1 years post-qualification work
experience, including over seven years direct experience in project financing and loan syndications with ICICI Ltd, the leading finan-
cial institution of India, He has worked on a variety of project financing deals, covering a range of industries/sectors, such as oil refin-
ing, oil exploration and development, automobiles, shipping and shipyards, port infrastructure, fishing and aquaculture, with some of
the deals worth up to US $50 million,

He currently looks after those syndicated/project financing loans which are extended or being extended by the Bank, liaising with co-
lenders/lead artangers/lenders, and exploring future opportunities in the areas of project financing/syndications. His leisure time is

spent playing tennis and reading books.

CORPORATE BUSINESS DEVELOPMENT DEPARTMENT

The Corporate Business Development Department was established in mid-2000 as an arm of the Corporate Banking Group. The depart-
ment’s rdison d'étré is to enhance efficiency and extend its market share by providing professional corporate banking services,

ALI MOHAMMED AL KINDI
Manager — Business Development

Ali Mohammed Al Kindi, studied for a Diploma in Bookkeeping and Accountancy, attending many finance and banking related
courses in Oman and abroad. From 1977-1980, he worked for British Bank of the Middle East (BBME) in the Documentary Collection
Department and as the bank's Clearing House Representative to Central Bank.

From 1981-1996, he worked for NBO as an officer in various departments and branches. "During my employment with NBO, I worked
as Departmental Head of a number of different sections. Later on, I was promoted to managerial level and allocated branches, includ-
ing Central Business District (CBD) Main Branch.

In January 1997 he joined BDOF as Manager MBD Branch. During this period, he was responsible for re-organising and restructuring
the operations within the branch, by which all staff members were trained and rotated to different sections. This has enabled the staff
to enhance their banking skills and their capabilities. This has resulted in uplifting staff morale, improving staff efficiency, created
team spirit and dedicated staff. In April 2000, Mr. Al Kindi moved to Head Office as Manager Business Development. With his
combination of rich banking skills and excellent market experience, he was nominated to head this new department. His expertise is to
be put in practice by the establishment of a research wing.

He is a keen swimmer and a book-worm. Mr. Ali Al Kindi is aspiring to create an efficient corporate research unit within the
department.

INTERNATIONAL DIVISON

This division, which encompasses the Treasury, Trade Finance, Correspondent Banking, and Communications
departments, plays a very important role in the overall growth of the Bank. Each of these departments is fully -
equipped to cater to the banking needs of customers and correspondents.

TREASURY DEPARTMENT

The Treasury Department looks after the fund management and tracles in various currencies on behalf of customers. The department is
equipped with the latest hi-tech devices such as Auto Dealing Services and Reuters Service. Special emphasis is given to training and
Omanisation,

TRADE FINANCE DEPARTMENT

This department’s personnel have varied experience of trade finance, some having worked with var-
lous international banks. Staff are regularly sent abroad to acquire specialized training in the intrica-
cies of trade finance.The Trade Finance department is fully equipped to handle international trade
§ transactions and understands that performance, service and efficiency are of utmost importance. It
offers a broad range of products and there was significant growth in trade finance business during the
year 2000. BDOF expects that this trend will continue and substantial growth will be achieved in the
future.




CORRESPONDENT BANKING DEPARTMENT

This department has established extensive correspondent banking arrangements with all the leading banks in the world and handles
transactions designated for any country. It has an active relationship with over 200 banks in the world and also arranges credit lines for

the Bank, allocating various types of liits for its correspondents.

COMMUNICATIONS DEPARTMENT

This department has the latest technology such as SWIFT, telex etc. to cater to the growing needs of the
Bank. It handles all incoming and outgoing SWIFT and telex messages. The SMART report from Chase |
Manhattan Bank has given the department an excellent rating. According to this report, 99% of the messages
were processed in a straight-through fashion against a alobal average of 91.90%.

CREDIT ADMINISTRATION

Originally set up as an internal credit control mechanism for the credit delivery process, the Credit Administration Group has over
the years built up adequate expettise to advise our customer on pre- and post-sanction documentation, including creation of security,
collaterals etc. to facilitate smooth and speedy release of credit facilities. The Group is also the safe custodian of various original
documents obtained from customers in connection with facilities they enjoy from the Bank.

s

PERSONNEL DEPARTMENT

The Personnel Department's main role is to prepare and manage programmes for recruiting, relaining, motivating and developing the
Bank's human resources.

The department identifies those staff members with the potential for career progression and, in conjunction with the Training Centre
ensures the implementation of special training programmes to enable employees to acquire the necessary skills and knowledéj‘e( uirc{i
to take up positions of responsibility in the Bank. This emphasis on training and development is in accordance with the Omaniiatio
policies, in which the Government is keenly interested. The department is also responsible for ensuring that staff morale is high ang
that any grievances are resolved satisfactorily. 1

To this end, the department is actively involved in providing advice and administrative services in the fields of recruitment and employ-
ment practices needed to satisfy the human resources requirements of the Bank in a cost-effective and timely manner, In additign yit
provides guidance and direction in all areas where the Bank has legal and social obligations to its stafl and ensures C(Im] liance w’ith
labour Jaws and other regulatory requirements. It also reviews and administers the Performance Management Prograﬁ]mcspa; all levels
in the Bank and promotes the opportunity for formal discussions between staff and supervisors for reviewing work performance oa;l
setting and career development. The Personnel Manager is also responsible for devising the Bank's policy on payment and for thj’sind
is constantly informed on new trends and developments in this field.

MRS. ZEINA SAEED SALEH AL MASHARI
Manager - Personnel

11\/;1;3 Z[(;ma Saeed Al Mashmi studied for her BSc. in Petroleum Engineering at Sultan Qaboos University, completing the degres in
- Upon her graduation she worked for the National Detergent Company, which has 200 employees, consisting of Omani nationals

and expatri as ¥ i
patriates. There, she was placed on a one-year course as a Trainee Manager, and upon its completion, she was offered the role

of Assistant Manager - Personnel.
She warked for i 'S ' i i i
rked for the company for four years, where she was involved in assessing the training needs of staff members and responding

to their requirements. However, in order to further her career, she moved to BDOF in the summer of 1997 as an Assistant Manager,

Two years later, she was promoted to managerial level. Mrs. Mashari has attended an intensive programme on Management for Omani
Managers and she is looking forward to furthering her education in Human Resources, Her near future plans are to create a HR
Department which comprises Personnel and Training to look afier recruilment, career plans and succession of staff members and

assess their levels of satisfaction. Zeina pursues her hobbies of drawing and reading in her spare time. | ey
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STAFF TRAINING

INVESTMENT BANKING DEPARTMENT

The Bank has an efficient in-house staff training centre based in its Head Office premis-
es, headed by a Training Manager and assisted by two qualified and well-experienced ﬁ & a ”
5 :

v
Each year, after an incisive training-need analysis, appropriate programmes are devised
to fulfill the individual, departmental and organisational training requirements. Training {
needs are also interpreted in a broader perspective as a proactive response o the f|
changes in the banking industry and ever-escalating customer demands.

trainers.

In order to achieve the above, the Staff Training Centre has offered more than 25 well-
designed course modules that address the entire range of commercial banking operations and services. These courses are in major areas
such as Branch Banking, Credit Operations, Trade Finance, Marketing, and Customer Services. Additionally, special supervisory and
executive training programmes are conducted for conceptual skill development of managers and staff in the higher grades.

Delivering training to the branches located in the Interior has further strengthened the expertise of the Bank’s employees. Plans are
under way to have a trainer allocated to each branch to coordinate with the main training centre, ensuring & maximum inflow of train-

ing.
Organisation-wide, the staff are provided with ample opportunities to follow English language and computer courses, sponsored by the

Bank, to improve their skills in communication and information technology, thus enabling them to work efficiently in a modern bank-
ing environment. The Bank also sends staff for overseas training courses (o experience a global dimension in modern banking.

s SISIRA KOTUWELLA

- “9 )

Manager - Training

Sisira Kotuwella is a Training Manager, committed to excellence and inspired by true values, having had over 32 years’ experience in
banking, He is a member of the Chartered Institute of Bankers (London) and gained his managerial experience in Branch Banking,
Trade Finance, Credit, Corporate and Strategic Planning, Training, and Human Resource Management.

He worked for four major banks in Sri Lanka, and before joining BDOF, held the position of Assistant General Manager, Human
Resource Management of Seylan Bank, a major Sri Lankan bank, which has 100 branches and over 5000 emplayees. During his spare

time he likes to read, to do research, pursue photography and art.

The Muscat Securities Market (MSM) index has declined steeply since 1998 due to various reasons, one being the Asian market crisis
of 1998. The Government devised a significant restructuring package in November 2000 to strengthen the brokerage houses andltt;
improve liquidity in the market, by allocating R.0. 50 million for investment in the securities market.

The market has since stabilized and investment interest is gradually reviving. Consequently, BDOF will exploit those opportunities pro-
vided by the reviving capital market and thereby extend its capital market related services to its clients,

The Investment Banking Department has been strengthened with core professional and technological support, and it currently acts as
collecting bank for the equity issues made by companies, underwrites new issues of capital market securities, and provides services for
the sale and purchase of Government Development Bonds. The department plans to act as lead manager for capital market issues, dis-
tribute and market mutual funds and other customized investment products, provide investment advice, portfolio management and’ pe;'-
sonal banking services in the future.

A. REGURAMALINGAM
Manager - Investments

Mr.l A. Reguramalingam, Manager (Investments) is a Business Administration (BBA) graduate and a Chartered Accountant with a
n.atmnal rank from India with over 20 years experience. After four years of industrial experience, he joined Indian Bank, a leading pub-
lic sector bank in India, managing the industrial credit, budgeting, accounting, and management information funcrion’s in one of the
bank’s zones. He later moved to the mutual fund division of the bank in Bombay as Vice President, and was a core management team
member of the mutual fund. He rose to the level of Senior Vice President and was in charge of the investment and management inf:)r-

‘mation divisions of the mutual fund, before joining Bank Dhofar in 2000. He likes playing badminton and table-tennis and also likes

to listen to Indian Carnatic music.
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FINANCE & MANAGEMENT INFORMATION
SYSTEMS

Together with ensuring the highest standards of financial management and reporting, the Finance and
Management Information System Division develops the management information systems and formats
integral to the management decision-making process. The division takes the lead role in ensuring the
accuracy of financial information provided to the management, shareholders and general public. The
Central Bank of Oman (CBO) and other Government regulatory bodies are amongst some of its more
demanding clientele and it is significant that these exacting agencies rate the Bank's quality of report-
ing as consistently excellent.

They have particularly noted that all correspondence and questions addressed to the Bank are imme-
diately answered. In acknowledgement of this efficiency, the Department of Statistics, under the : -
Ministry of Finance, recently awarded it a Certificate of Commendation. One of this year's highlights 7

was when Capital Intelligence after its review of the Banlk's performance, upgraded its rating, putting

BDOF at par with its local competitors.

YVES NOYALET
Financial Controller

::_’"-l‘

Yves Jean Noyalet is the Financial Controller of BDOF. A Chartered Accountant with 34 years' experience in the banking business,
mainly in audit and accounting, he previously worked for Banque Worms in Paris where he served as Controller of the Overseas

Network. In 1995, he joined BDOF as Financial Controller.
A Brench national, with a flair for foreign customs and countries, there is nothing he enjoys more than discovering the countryside on

his motorbike with friends, or spiking over a volleyball net.

INFORMATION TECHNOLOGY DEPARTMENT

The Electronic Banking Systems team is one of the sections of the Information
Technology Department. This section is responsible for evaluating, selecting, recom-
mending and implementing state-of-the-art Electronic Banking Systems, such as ATM
Controller Systems, Card Management Systems, Mobile Banking Systems (including
i WAP Technology and SMS), and Internet Banking. Implementing these technologies
will enable the Bank to provide its valuable customers with the best banking facilities
and outstanding services, as well as allowing the Bank to compete with other leading
 banks in the Sultanate. The Electronic Banking Systems are available 24 hours per day,
seven days per week: convenient, fast, reliable and secure. As a result, larger numbers
of customers prefer to use these banking facilities, making these systems fundamentally important to the Bank’s customer services.

At present, the Bank is undertaking a large electronic banking project, the main objective of which is to provide the best customer ser-
vices via ATMs. BDOF is connecting its ATMs to one of the Omani ‘Switches’ in order to provide customers access to more ATMs.
The Bank will also launch the Visa Electron card in the near future, a card which is accepted on over 600,000 ATMs and Peint of Sale
outlets worldwide. Therefore, customers will soon be able to perform tele-banking using normal phones, GSMs or PCs to undertake
any number of banking transactions at any time of the day or night.

attract new ones,

ALl JAFFER AL KHABOURI

Assistant Manager —
Electronic Banking Systems

Ali Jaffer Al Khabouri graduated from Oman Technical College in 1992 and joined the Information Technology Department of OIB
where he worked for more than eight years before joining Bank Dhofar. During this time, he was responsible for developing a number
of systems on the PC platform, To his credit, he became a key member of the Branch Automation Project and had the cha;ce to lead
the ATM’s and POS Support Section, before finally moving to Card Management Systems where he was involved in launching a num-
ber of cards. During this time, it was necessary for him to liaise with a number of international companies, such as Visa International
and MasterCard International. As well as working for BDOR, he is also studying for a postgraduate Masters Degree in Computer
Science and Information Technology by distance learning, d

INTERNAL AUDIT DEPARTMENT

BDOF's Chairman is fond of saying that the Internal Audit Department (TAD) should be the eyes of the Board of Directors on the inter-
nal working of the Bank. Indeed it strives to be that and more. TAD is strictly independent of the rest of the Bank in its operations and
the Head of Audit reports directly to the Board of Directors as also required by the Central Bank of Oman. IAD issued no less theln 94
audit re-ports during the year 2000, having audited each branch twice and each department at Head Office at least ance during the year.
The quick expansion of the branch network has necessitated an increase in manpower from the present six in IAD (including a com:
p}lier systems auditor) and the recruitment process is now under wiy. IAD is a very good training ground for Omani officers as it pro-
‘VJdES l.he opportunity of looking at all aspects of banking in a shorter period, 'from the other side’' as it were. Therefore BDOF has set
In motion a programme in which promising Omani officers are transferred to TAD for a year or two. 1




FINANCIAL HIGHLIGHTS OF LAST FIVE YEARS

(in RO ‘000)

For the year

1996 1997
NET INTEREST INCOME 5,453 8,135
NON-INTEREST INCOME 1,337 2,065
OPERATING COSTS 3,690 5,125
OPERATING PROFIT 3,100 5,075
NET PROFIT FOR THE YEAR 2,071 3,075
At year-end
TOTAL ASSETS 136,416 231,061
NET LOAN PORTFOLIO 110,857 151,972
CUSTOMER DEPOSITS 110,130 157,775
SHAREHOLDERS’ EQUITY (1) 17,805 35,997
SHARE CAPITAL 15,000 32,000
FULL SERVICE BRANCHES 17 20
ATMs 19 28
STAFF 267 305

1998

10,006

2,751

5,811

6,946

5,083

242,965

168,006

175,503

38,296

32,000

23

32

319

1999

10,438

3,114

6,016

7,536

5,463

261,589

197,304

196,058

39,195

32,000

23

40

341

(1) Shareholders’ equity has been restated as per IAS 10

INANCIAL RATIOS OF LAST FIVE YEARS

As at As at As at As at
31 Dec. 31 Dec. 31 Dec. 31 Dec.
1996 1997 1998 1999
% % % %
2000
1 - PROF ILITY
10,873 | - PROFITAB
3,049 & Returmn on Average Assets 1.6 14% 2.9 2.4
6,129 & Non Interest Income to Gross Income 19.7 20.3 21.6 23.0
s
7,793 1:;. Operating Expenses to Gross Income 54.3 50.3 45.6 44.4
Tl ; ;
5,528 - Operating Profit on Average Assets 25 2.8 2.9 3.3
| )
1l - LIQUIDITY
Net Loans to Total Deposits 96.4 80.7 84.8 92.3
Total Customer Deposits to Total Deposits ~ 95.8 83.8 88.6 91.7
272,530
212761 § Ill - ASSET QUALITY RATIOS
210,859 Loan Loss Provisions to Total Loans 7.8 6.1 5.3 5.1
39,839 Non Performing Loans to Total Loans 7.5 5.4 4.6 4.5
~ & Loan Loss Provisions to Total Non
32,000 . :
Performing Loans 104.5 112.7 1154 114.0
27 ;
Net Non-performing Loans/ Net Loans 0.7 0.6 0.6 0.7
44
348 IV - CAPITAL ADEQUACY
BIS Risk Asset Ratio 13.2 18.8 18.2 16.5
BIS Risk Asset Ratio on Tier One Capital ~ 12.3 17.8 16.9 15.2
Shareholders’ Equity / Total Assets 1.7 14.4 13.9 13.2
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As at
31 Dec.
2000

%

2.4

21.9

44

29

95.2

94.3

5.3

4.4

111.8

0.9

15.7

14.5

14.6
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MANAGEMENT REPORT

BALANCE SHEET EVOLUTION

MANAGEMENT REPORT (Contd.)

LENDING BY ECONOMIC SECTOR

1998 1999 2000
Shareholders' Equity (1) 38 39 40
Total Assets 243 262 273
Net Loans and Advances 168 197 213
Total Customer Deposits 176 196 211

The growth of 4 % in terms of Balance Sheet footings, despite a very challenging year given the
global economic situation, is very much encouraging and above the growth shown by all

Commercial Banks when consolidated (3%).
The Bank's Capital Adequacy ratio as per BIS standards at 15.7 %, is well above the international
minimum of 8 % and the 12 % minimum level established by the Central Bank of Oman.

(1) Figures have been restated according to IAS 10, regarding the proposed dividends, recognized
as a liability in the year they are actually declared.

DEPOSITS EVOLUTION

1998 1999 2000

Personal 76,134 85,522 77,546
International Trade 11,764 22,636 36,002
Construction 6,342 16,562 19,804
Manufacturing 6,720 15,900 19,227
Wholesale & Retail Trade 5,558 7,864 15,566
Communication & Utilities 9,142 11,501 11,657
Financial Services 10,683 10,060 7,103
Government 241 1,155 1,159
Other Services 14,300 8,961 15,405
Others 36,573 27,837 20,381
177,457 207,998 223,850
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1998 1999 2000
Demand & Call 22.4 29.9 35.3
Saving 15.5 15.9 20.3
Time 137.6 150.3 155.2
Total Deposits 175.5 196.1 210.8

Customer deposits in 2000 recorded a substantial growth of 8 % over 1999 to reach RO 210.8 mil-
lion at year-end with a related growth of the Low cost deposits of 21 % illustrating the commitment
of the Bank to lower its cost of funds while keeping a comfortable liquidity position through the year.

% 1]
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Total lending showed a growth of 8% which compares favourably with the consolidated
growth shown by the commercial banks during 2000 at 3% in line with CBO’s regulation, the
Bank_ managed to bring down its personal lending within the 35% limit and further acceler-
ated its diversification by spreading the risks amongst the major sectors of the economy.

[




MANAGEMENT REPORT (Contd.)

DEPOSITS BY ECONOMIC SECTOR

Personal

International Trade
Construction
Manufacturing

Wholesale & Retail Trade
Communication & Utilities
Financial Services
Government

Other Services

Others

Likewise, the deposits showed a healthy 8.5% growth in 2000, with a particular focus on
low cost deposits and less reliance on costly deposits. The spread across the main eco-

1998

37,244
5,167
3,314
1,274
488
1,382
5,379
64,371
30,584
26,300

175,503

1999

68,138
3,111
3,248
7,715
2,463
1,503
2,869
64,750
33,719
8,542

196,058
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nomic sectors reflects this strategy.

2000

71,177
3,643
4,048
3,119
909
1,613
2,693
58,927
40,469
24,261

210,859
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OPERATING INCOME/ OPERATING EXPENSE S
1998 1999 2000
Net Interest Income 10,006 10,438 10,873
FX & Commissions, Fees 1,706 1,762 1,870
Other Income 1,045 1,352 1,179
Staff related costs 2,775 2,932 3,165
Administration costs 2,285 2,294 2,253
Depreciation 751 790 7|

Operating expenses in 2000 have been kept at a reasonable level with a nominal increase of 1.9 %
over 1999. As a result of a close and selective control of the overheads, the Bank's cost to income
ratio further improved from 44.4 % in 1999 to 44 %, which is a rather satisfactory achievement by
international standards.




LIST OF BRANCHES |

1) Al Khuwair
2) Al Wadi - Salalah
3) Al Wadi Al Kabir

4) Bahla
5) Barka
6) Barkat Al Mawz
7)  Bidbid
8)  Buraimi
9) Hafeet
10)  lbri
11)  Iraqgi

12)  Jalaan Bani Bu Al

13)  Muladdah

14)  Muscat

15)  Muttrah Business District (MBD)
16)  Muttrah Sook

17)  Nizwa

18)  Rustag Iw
19)  Ruwi

20) Sa'adah - Salalah

21) Saham

22)  Salalah

23)  Seeb Airport
24)  Seeb Town

25)  Sinaw
26) Sohar
27)  Sur

LIST OF ATMs

1) Al Amerat (Shell Filling Station)
2) Al Ghoubra (Al Shera'a Roundabout)
3) Al Khoudh (BP Filling Station - Book Roundabout)
4) Al Khuwair
5) Al Khuwair (Al Maha Filling Station)
6) Al Khuwair (Pick N Save Supermarket)
7) Al Qoaf (Al Salam Street - Salalah)
8) Al Wadi - Salalah
9) Al Wadi Al Kabir
10) Azaiba (Al Kiyumi Building)
11) Bahla
12) Barka
13) Barkat Al Mawz
14) Bidbid
15) Buraimi
16) Hafeet
17) Haffa (Sultan Qaboos Street - Salalah)
18) lbri
19) lIraqi
20) Izki (Near Post Office)
21) Jalaan Bani Bu Ali
22) Muladdah
23) Muscat
24) Muttrah Business District (MBD) - 1
25) Muttrah Business District (MBD) - 2
26) Muttrah Corniche (L.T. Ved Building)
27) New Salalah (Near Al Huda Mosque)
28) Nizwa
29) Qurum (Select & Save Building)
30) Rustaq
) Rustaq (D.G. of Education)
32) Ruwi High Street
) Sa'adah - Salalah
) Saham
35) Salalah
36) Salalah (Shell Filling Station - Sook Al Markazi)
37) Sarooj (Al Sarooj Commercial Center)
38) Seeb Airport
39) Seeb Town
40) Shafaa ' (Shafaa ' Military Camp - Izki)
41) Sinaw
42) Sohar
43) Sumail (Bahwan Automotives)
44) Sur
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REANCE SHEET AT 31 DECEMBER 2000

1999
11,016
Audit & Accounting 53,818
54,044
PO Box 641 4th Floor, HSBC Building Tel.: (868) 709181 51 2’479
Ruwi 112 MBD Area, Muscat Fax: {968) 700839 26,335
Sultanate of Oman Suitanate of Oman E-mail: kpmgoman@omantel.net.om 5’ 4 42
8,901
7,418
REPORT OF THE AUDITORS TO THE SHAREHOLDERS OF

BANK DHOFAR AL-OMANI AL-FRANSI (SAOG) 679,453

We have audited the balance sheet of Bank Dhofar Al-Omani Al-Fransi (SAOG) ("the Bank") as at 31 Dece
2000 and the related profit and loss account and statement of cash flows for the year then ended, set out on p 509,242
29 to 51 X 46,135
22,270
Respective Responsibilities of the Bank’s Board of Directors and Auditors 577,647

These financial statements are the responsibility of the Bank’s Board of Directors. Our responsibility is to expl
an opinion on these financial statements based on our audit. | 83,117
5,990
Basis of Opinion 12’?33
127
We conducted our audit in accordance with International Standards on Auditing as promulgated by the Internal ‘—1
Federation of Accountants. Those Standards require that we plan and perform the audit to obtain reasonable & P1,808
ance about whether the financial statements are free of material misstatement. An audit includes examining, | 679,453
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also inclf~~——  =======
assessing the accounting principles used and significant estimates made by the Board of Directors, as well as{g - 112.678

uating the overall financial statement presentation. We believe that our audit provides a reasonable basis fofs=

opinion.

Notes
Assets
Cash
Treasury bills 21
Due from banks 3, 21&22
Loans and advances 4,18,21&22
Investment securities
- Government bonds 5, 21822
- Other securities 5, 21822
Property and equipment 6
Other assels 7,21&22

Total asseis

Liabilities

Deposits and other accounts 8,18,21&22
Due to banks 9,21&22
Other liabilities 10,21&22

Total liabilities

Shareholders' equity

Share capital 11
Legal reserve 12
Proposed distribution 11
General reserve 12

Profit and loss account
Total shareholders' equity
Total liabilities and shareholders' equity

Contingent liabilities 20, 21&22
and commitments

8 notes on pages 33 to 51 form part of these financial statements.

Opinion

|

In our opinion, the financial statements present fairly, in all material respects, the financial position of Bank DI financial st
LU atements were approved by the Board of Directors on 29 Januar i i
y 2001 and signed on their

Al-Omani Al-Fransi (SAOG) at 31 December 2000 and the results of its operations, and its cash flows for the alf by:

then ended in accordance with International Accounting Standards as promulgated by the International Accou
Standards Committee and comply with the Commercial Companies Law of 1974. |

.. . . Member firm of Ghartered Accoutants & management Consultants i
KPMG International C.R. No. : 6/30938/1 . i
girman

Date: 29 January 2001

8 report of the auditors is set forth on page 28.

2000 1999
RO’000 RO’000
3,706 4,241
13,000 20,720
19,991 20,807
212,761 197,304
10,315 10,139
1,943 2,095
3,634 3,427
7,180 2,856
272,530 261,589
210,859 196,058
12,730 17,762
9,102 8,674
232,691 222,394
32,000 32,000
2,859 2,306
4,800 4,800
40 40
140 49
39,839 39,195
272,530 261,589
45,963 43,381

=

General Manager
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|
PROFIT AND LOSS ACCOUNT . STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2000 1 FOR THE YEAR ENDED 31 DECEMBER 2000
ANNUAL
2000 1999 Notes 2000 1999 e
USD’000 USD’000 RO’000 RO’000 Legal General Proposed Retained  Tota Share  Legal ~General Proposed Retained
Income reserve distribution  earnings capital reserve  reservedistribution earnings  Total
D000 USD'000  USD'000  USD'000 USD'000 2000 Notes ~ RO'000 RO'000 RO'000 RO000  RO'000 RO'000
60,886 59,281 Interest income 23,441 22,823
(32,644) (32,169) Interest expense (12,568) (12,385)
28,242 27,112 Net interest income 10,873 10,438 104 12,468 127 101,806 1 January 32,000 2,306 m 4,800 19 30195
7,919 8,088 Other operating income 15 3,049 3,114 14,357 14,357  Net profit for the year - - - - 5528 5528
(12,466) - (12,468) Dividends paid . : - l(4,800) - (4,800)
36,161 35,200 Total income 13,922 18,5652 8312 (8312 . Proposed divident ) ) ) 0 @20
4,156 (4,156) - Proposed bonus shares 11 . - - 1,600 (1,600)
Expenses
(1,436) - Transfer to reserve 12 - 553 . - (553)
14,0738 13574  Staff and administration costs 16 5,418 5,226 $15 o] DA, e ‘ © e
1,847 2,052 Depreciation 6 sl 790
104 12,468 362 103,477 31 December 32,000 2,859 40 4,800 140 39,839
15,920 15,626 Total expenses 6,129 6,016
20,241 19,574 Operating profit for the year 7,793 7,536
General  Proposed  Relained Total Share Legal  General Proposed Retained |
(2,574)  (2,247) Provision for loans and advances 4 (991) (865) feserve  distribution  earnings _ capital reseve  resenve distribution  eamings  Total |
(416) (1,208) Provision for diminution in value of investments 5 (160) (465) 0 USD'000  USD'000  USD'000  USD'000 1999 Notes ~ RO'000 RO'000  RO'000  RO'000  RO'000 RO'000 ‘
Provision to fund losses on trust account of |
(1,081) - brokerage company (416) E 104 - 42 87,83 1 January 32,000 1,760 40 . 16 33816 ‘
(36) (5)  Bad debts written off (14) (2) 14,190 14,190  Net profit for the year . : : . 5463 5463 |
. (12,468)  (12,468)  Dividends paid ; . . - (4,800) (4,800) |
16,134 16,114 Profit for the year before income tax 6,212 6,204 (1,419) . Tnsforto roserve . ) i _ ) 540 E
(218)  (218)  Directors’ remuneration . : ; . 64 (B4 |
(1,777)  (1,925) Income tax 17 (684) (741) ,
.J
14357 14,189  Net profit for the year 5,528 5,463 4 TR @Hp 05 A S 9 %1%
| S il i = |
0.45 0.44 Earnings per share (Rials Omani) 13 0.173 0.171 :
S on pages 33 to 51 form part of these financial statements. |
The notes on pages 33 to 51 form part of these financial statements. _ |
ort of the auditors is set forth on page 28. |
The report of the auditors is set forth on page 28. ' |
i
o




CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2000

2000 1999
USD’000 USD’000
66,114 67,495
(31,779)  (28,371)
(16,332)  (16,616)
(1,860)  (1,449)
16,143 21,059
(42,758)  (75,839)
10,358 77,714
(65,117) (188,574)
85,169 141,662
(12,348)  (45,037)
38,444 53,390
(12,927)  (13,582)
25517 39,808
29,312 15,830
(9,091) -
2,306 1,951
(483)  (14,036)
5 1,927
(2,397)  (1,039)
26 55
(9,634)  (11,142)
(12,468)  (11,636)
(218) (218)
(12,686)  (11,854)
6,992  (7,166)
18,883 26,049
25875 18,883
9,626 11,016
17,823 9,584
(1,574)  (1,717)
25875 18,883

Cash flow from operating activities
Interest and commission receipts

Interest payments

Cash payments to suppliers and employees
Income tax paid

Increase in operating asseis
Loans and advances

Due from banks

Purchase of treasury bills
Proceeds from sale of treasury bills

Increase in operating liabilities
Deposits and other accounts
Due to banks

Net cash from operating activities

Cash flow from investing activities
Advance paid for acquisition of new branches
Investment income

Purchase of investments

Proceeds from sale of investments

Purchase of fixed assets

Proceeds from sale of fixed assets

Net cash used in investing activities
Cash flow from financing activities
Dividend paid

Directors’ remuneration paid

Net cash (used in) from financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalenis at end of the year
Cash and cash equivalents comprise:
Cash

Due from banks
Due to banks

The notes on pages 33 to 51 form part of these financial statements.
The report of the auditors is set forth on page 28.

rming part of the financial statements)
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2000 19981  Legal status and principal activities S
RO’000  RO’0
Bank Dhofar Al-Omani Al-Fransi (SAOG) ("the Bank") is incorporated in the Sultanate of
( 1225’2%55‘; ( 12055‘)? Oman as a public joint stock company and is principally engaged in corporate and retail
(6.288) (6.39] banking activities.
(716) (558
6.215 3 1 Principal accounting policies
3 s I
Basis of preparation
(16,462) (29,198 :
3,988 29,92 . : ; . . :
(25,070) (72,601 These financial statements have been prepared in accordance with International Accounting
32’,790 54’1,5 | ndards ("IASs") issued by the International Accounting Standards Committee ("IASC"), interpreta-
] s of the Standing Interpretations Committee of the IASC, the requirements of the Commercial
o4 (17’3‘- Jompanies Law of 1974 and the applicable regulations of the Central Bank of Oman ("CBO")
14,801 20,568 e following accounting policies have been consistently applied in dealing with items that are con-
(4,977) (5,228 ered material in relation to the Bank's financial statements.
9,824 15,32 I
7 These financial statements have been prepared under the historical cost accounting convention.
11,285 6,09
Cash and Cash equivalents
(3,500) sh and cash equivalents comprise cash on hand, balances due from banks and due to banks on
658 demand.
(186) (5,404 i
2 4 |
(923) (400 asury bills
10 2
(3,709) (4,24 ‘Treasury bills are stated at cost. Discounts received on purchase are amortised on a straight line
I Tl : basis over the maturity period.
MEEgg; (a8 estment securities
(4,884) (4,56 g-term investment securities, which are intended to be held for more than a year, are stated at
5 692 @ 1 t less any permanent diminution in the value of the investments and taking account of the CBO
7.270 10,00 regulations. Short-term securities are stated at the lower of cost and market value.
9,962 7,21 ome from investment in securities is included in other operating income. Interest income on secu-
fities is accounted for on accrual basis. Dividends from investments are accrued once notification of
| ntitlement is received. Gains and losses on trading and market value adjustments are recognised in
gggg gg profit and loss account.
(606) (661
9,962
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2  Principal accounting policies (continued) > Principal accounting policies (continued) L

Loans and advances Offsetting
Loans and advances are stated net of provisions for potential loan losses and reserved interest. Loap
and advances are written off after all reasonable restructuring and collection activities have taken plag
and the possibility of further recovery is considered to be remote. Subsequent recoveries, if any, aj
credited to the profit and loss account if previously written-off.

ancial assets and liabilities are offset and the net amount reported in the balance sheet when there
2 legally enforceable right to set off the recognised amounts and there is an intention to settle on a
asis, or realise the asset and settle the liability simultaneously.

isions
The Bank establishes specific provisions for identified loans and advances where recoverability is coy

sidered doubtful. In addition, amounts are set aside as general provisions for exposures not separatg
ly identified but known from experience to exist in any portfolio of banking relationships.

vision is recognised in the balance sheet when the Bank has a legal or constructive obligation as
ult of a past event, and it is probable that an outflow of economic benefits will be required to set-
obligation. If the effect is material, provisions are determined by discounting the expected future
flows rate that reflects current market assessments of the time value of money and, where appro-
, the risks specific to the liability.

Provisions for loans and advances and interest reserved are determined by the Management havif
referred to the prevalent rules, regulations and guidelines issued by the Central Bank of Oman.
Property and equipment Dividends

ltems of property and equipment are stated at cost less accumulated depreciation except for freeho
land and capital work-in-progress which are stated at cost. Depreciation is calculated so as to write g

lends are recognised as a liability in the year in which they are declared.

the cost of property and equipment, other than freehold land and capital work-in-progress, by equ her payables
instalments over their estimated economic useful lives from the date the asset is brought into use, &
follows: r payables are stated at cost.

Years

enue recognition

Buildings 7-25
Furniture and fixtures 3-10 st income and expense are recognised on the accruals basis. Interest on loans and advances
Motor vehicles 3-4 Management consider doubtful is suspended and recognition in the profit and loss account is
Computer equipment <k ¥4 erred until such time as the interest is received.

Gains and losses on disposal of property and equipment are determined by reference to their carryil es and commissions are recognised over the period of the transaction to which they relate.
amount and are taken into account in determining operating profit. Repairs and renewals are charg
to the profit and loss account when the expense is incurred. Subsequent expenditure is capitalised of
when it increases the future economic benefits embodied in the item of property and equipment. #

other expenditure is recognised in the profit and loss account as an expense as incurred.

tion

x on the results for the year comprises current tax and deferred tax. Income tax is recognised in the
profit and loss account except to the extent it relates to items recognised directly to equity, in which
case it is recognised in equity.

Impairment

The carrying amounts of the Bank’s assets are reviewed at the balance sheet date to determine whet i
there is any indication of impairment. If any such indication exists, the assets’ recoverable amoun
estimated. An impairment loss is recognised whenever the carrying amount of an asset to its cash- g
erating unit exceeds its recoverable amount. Impairment losses are recognised in the income stall
ment.

It tax comprises tax payable calculated on the basis of the expected taxable income, using the
rates enacted or substantially enacted at the balance sheet date, and any adjustment to tax
yable in respect of previous years.

2ferred tax is provided for using the balance sheet liability method in respect of all temporary differ-
j-‘,'es between the carrying amounts for financial reporting purposes and the carrying amounts used
axation purposes in respect of assets and liabilities. Deferred tax is calculated at tax rates that are
ected to apply when the asset is realised or the liability is settled based on laws that have been
cted or substantively enacted by the balance sheet date. Net deferred tax assets are reduced to
he extent that it is no longer probable that the related tax benefit will be realised.

The recoverable amount of assets is the greater of their net selling price and the value in use. In asse$
ing the value in use, the estimated cash flows are discounted to their present value using a discol |
rate that reflects current assessments of the time value of money and the risks specific to the asset. F
an asset that does not generate largely independent cash flows, the recoverable amount is determln
for the cash-generating unit to which the asset belongs.




NOTES
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2 Principal accounting policies (continued) %
2 0 0 0
Employee terminal benefits ' Due from banks 2000 1999
. . e o RO'000 RO'000
The Bank contributes to a pension scheme for Omani employees, which is administered by the
Government of Sultanate of Oman. Provision for non-Omani employee terminal benefits, included in; e from Central Bank of Oman ("CBO") 5,964 1 631
accruals, is based on the liability that would arise if the employment of all such staff were terminat Due from other banks 14,027 19,176
ed at the balance sheet date. = = _
19,991 20,807

Foreign currencies
31 December 2000 balances due from principal shareholders and affiliates abroad amounted to

oroximately RO Nil (1999: RO Nil). Due from other banks comprises overseas and local placements
the amounts of RO 9,018,000 (1999: RO 6,136,000) and RO 3,850,000 (1999: RO 10,738,000)
pectively. S

Transactions denominated in foreign currencies are translated into Rials Omani and recorded af
rates of exchange ruling at the date of the transaction. Monetary assets and liabilities denominated
in foreign currencies are translated into Rials Omani at market rates of exchange prevailing on the
balance sheet date. Foreign exchange differences arising on translations are recognised in the prof: 31 December 2000, placements with one bank individually represent 20% or more of the Bank’s
it and loss account. Non-monetary assets and liabilities denominated in foreign currencies, which are placements.

stated at historical cost, are translated into Rials Omani at the foreign exchange rate ruling at the

date of the transaction. ins and advances 2000 - 1999
RO'000 RO'000
Derivative financial instruments e 45151
) , ; ] , 171,650 158:680
The Bank uses forward exchange contracts to manage its exposure to foreign exchange risks ariss 15 against trust receipts 7,815 5,870
ing from operational, financing and investment activities. The Bank does not hold or issue derivative Is discounted 1.418 '306
financial instruments for trading purposes. 12 1,508 901
Derivative financial instruments are recognised at cost. Subsequent to initial recognition, derivative i = and advances 223,850 207,998
financial instruments are stated at fair value.
visions for loans and advances
Directors’ remuneration
In accordance with the Commercial Companies’ Law of 1974, Directors’ remuneration is shown ag Tg;% ilance (6,640) (5,791)
an appropriation of profit. B dlto income (1 '35’309)) (1,2‘{?092
. en off 479 16
Segment reporting
. | Closing balance (7,152) (6,640)
A segment is a distinguishable component of the Bank that is engaged either in providing products - — v
} i i o : o , A 'ovision for reserved interest
or services (business segment), or in providing producls or services within a particular economi@ ening balance
environment (geographical segment), which is subject to risks and rewards that are different from (4,054) (3,660)
those of other segments. The Bank currently operates only in the Sultanate of Oman. The Bank’s prif sed to income (66723) (585)
mary format for reporting segmental information is business segments, based upon Manageme l ten off 706 1;3
and internal reporting structure. The Bank’s main business segments are commercial and invest: . _—
ment banking. During the years ended 31 December 2000 and 31 December 1999 the Investment g id balance (3,937) (4,054)
Banking Segment is not considered by the management to be a reportable segment and accordings
ly, its assets, revenues and results have been combined, in these financial statements, within thoseé| Net loans and advances 21—27—61_ w
of the Commercial Banking segment. e e s
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4 Loans and advances (continued) 6 Property and equipment —SETP—_OOR;
Net loans and advances comprise: 2000 1999 Furniture Capital
RO’000 RO’000 Freehold and Motor Computer  work-in-
land Buildings fixtures vehicles equipment progress Total
Classified advances o —— RO’000  RO'000 RO'000  RO000  RO'00O RO’000 RO’000
Specific pr‘ovisions _ (4,051) (8,889) Cost
Reserved interest (3,937) (4,054) 1 January 2000 140 1,863 1,794 277 2,138 4 6,216
= m——r Additions - - 280 7l 296 276 923
1,933 1,442 Disposals/adjustments - (320) 265 (25) (95) - (175)
Other advances 213,929 198,613 31 December 2000 140 1,543 2,339 323 2,339 280 6,964
Other provisions: . ======= = = = =mm——e—o
Personal loans (2,401) — (2,401) Depreciation
Provision for overdue instalment loans (50) — (50) 1 January 2000 . 209 . 867 191 1,522 : 2,789
Other (650) . (300) Charge for the year - 78 264 52 317 - 711
Disposals/adjustments - - (48) (26) (96) - (170)
197304 31 December 2000 : 287 1,083 217 1,743 - 3,330

Net book value
At 31 December 2000, loans and advances on which interest is not being accrued amount to approx- 31 December 2000 140 1.256 1.256 106 596 280 3634

imately RO 3,648,000 (1999: RO w0800 T Y Pecember2000 140 - = e
31 December 1999 140 1,654 927 86 616 4 3,427
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and & T
cause the other party to incur a financial loss. The Bank controls credit risk by monitoring credit expo-
sures by applying single obligor limits, restricting transactions with specific counter parties and contin-
ually assessing the credit worthiness of counter parties. The Bank also seeks, as far as possible, to Other assets 2000 1999
manage its credit risk exposure through diversification of its portfolio (see note 21) to avoid undue con- RO'000 RO'000
centration of risk with individuals or groups of customers in specific economic activities or locations, Advances paid for ac tisHonof 1iaw. bisfiches SE6D
besides obtaining adequate security and collateral. Interest receivable q ’854 709'
. Receivable from Ministry of Finance ("MOF") 665 932
5 Investment securities . Prepaid expenses 412 494
2000 1999 Deferred tax (see note 17) 619 379
RO’000 RO’000 Customer receivables 674 1
Other receivables 456 411
Government development bonds 10,315 10,139 o e
Other securities — —_— 7,180 2,856
- quoted net-off provision for permanent diminution in _ S====== =======
market value 1,163 1,256
- unquoted net-off provision for diminution in net assets value 780 839 On 25 December 2000, the Bank has entered into an agreement with Commercial Bank of Oman (SAOG)

("vendor") to take over sixteen of its branches. The date of completion of the acquisition is 28 February 2001.
12,058 12,234 An advance in the amount of RO 3,500,000 has been paid as premium towards the acquisition of these
branches. Subsequent to the year end, the Bank has paid an amount of RO 7 million to Commercial Bank of
Oman (being a sum equal to 70% of the estimated fair value) and a further sum of RO 3 million will be paid
at the time of completion of the acquisition.

At 31 December 2000, the market value of Government Development Bonds was RO 10,315,000
(1999: RO 10,139,000) and the market value of quoted securities was approximately RO 1,163,000
(1999: RO 1,332,000).
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, 11 Share capital REPOR ;
7 Other assets (continued) \ 2 00

The authorised share capital consists of 50 million (1999: 50 million) shares of RO 1 each. At 31
December 2000, the issued and paid up share capital comprises 32 million (1999: 32 million) shares
of RO 1 each.

The final purchase price will be determined after the completion accounts have been prepared by the
vendor and the net asset value has been agreed. The contract price of RO 13.5 million (as detailed
above) will be adjusted based on the final purchase price and the Bank will be required to pay or receive

back any additional / excess amount based on final purchase price. Proposed distribution

The Directors have recommended a bonus issue of 1,600,000 shares (1999: Nil) of RO 1 each.
The bonus issue is funded from a transfer from retained earnings. A resolution to approve the
increase in share capital will be presented to the shareholders at the annual general meeting.

Pursuant to an agreement between the Bank and the Government of the Sultanate of Oman acting
through the Ministry of Finance ("MOF"), the MOF has agreed to make payments to the Bank in con-
nection with the obligations of a customer. The balance receivable from MOF is due for payment in the
amount of approximately RO 266,000 per annum through to June 2003.

The Board of Directors at the meeting held on 29 January 2001, proposed a dividend of RO 0.100 per
share for the year ended 31 December 2000 (1999: RO 0.150 per share).

8 Deposits and other accounts 2000 1999
RO'000 RO'000
12 Reserves 2000 1999
Current accounts 34,325 29,590 RO000 RO'000
Savings accounts 20,321 15,889 Legal reserve
Time deposits 155,190 150,316 1 January 2000 2,306 1,760
Others 1,023 263 Appropriation for the year 553 546
210,859 196,058 31 December 2000 2,859 2,306

Current accounts and time deposits include deposits from the Government of the Sultanate of Oman
in the amount of approximately RO 58,927,000 (1999: RO 64,750,000).

In accordance with Article 106 of the Commercial Companies Law of 1974, annual appropriations of
10% of profit are made to the legal reserve until the accumulated balance of the reserve is equal to

9
RS one-third of the Bank’s paid up share capital. This reserve is not available for distribution.

At 31 December 2000, balances due to principal shareholders and affiliates abroad are in the amount
of RO Nil (1999: RO Nil). Due to banks includes local and overseas borrowings in the amounts of
RO Nil (1999: RO 1 ,925,000) and RO 12,124,000 (1999: RO 15,175,000) respectively.

General reserve
The general reserve is established to support the operations and the capital structure of the Bank and
is not currently intended to be available for distribution to shareholders.

At 31 December 2000, no borrowings from banks individually represent 20% or more of the Bank’s bor-

rowings (1999: 2) 13  Earning per share
hr‘f| 10 Other liabilities The calculation of basic earnings per share is based on profit for the year attributable to ordinary
I 2000 1999 shareholders in the amount of RO 5,528,000 (1999: RO 5,463,000) and 32,000,000 shares (1999:
RO'000 RO'000 32,000,000 shares) outstanding during the year.
I
| R
il Interest payable 3,615 3,282 14 Capital adequacy
!! Creditors and accruals 3,423 3,375
| Income t isi te 1 1,845
- Efx provision (see fiate 1) 1”_843 1,607 The ratio of equity to risk weighted assets as formulated by the Basle Committee for the year ended
Deferred income 22 310 :
| ' 31 December 2000 is 15.70 % (1999: 16.45%).
il = == —
| y
.; 9,102 8,574
j‘ smmm=a= ===
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15 Other operating income 2000 1999 16 Staff and administration costs ( continued) j—%
RO’000 RO’000 20
Non-Omani employee terminal benefits
Fees and commissions 719 759
Foreign exchange 263 253 The provision for end of service benefits for non-Omani employees is made in accordance with the require-
Investment securities 888 750 ments of the Omani Labour Law of 1973. This is an unfunded defined benefits retirement plan. Employees
Others 1,179 1,352 are entitled to benefits based on length of service and final remuneration. Accrued staff terminal benefits are
S i — payable on termination of employment. The cost of providing these benefits is charged as an expense and
3,049 3,114 for the year ended 31 December 2000 amounts to approximately RO 41,000 (1999: RO 43,000).
17 Income tax 2000 1999
16 Staff and administration costs 2000 1999 RO’000 RO’000
RO’000 RO’000 (a) Income tax expense:
Slalf Costs Current tax expense 952 1,120
Salaries and allowances , 2,686 2,488 Deferred tax credit relating to the origination and
Other personnel costs 311 293 reversal of temporary differences (240) (307)
Scheme costs 127 108 Deferred tax income resulting from increase in tax rate - (72)
Non-Omani employee terminal benefit 41 43 Reversal of excess provision (28) -
3,165 2,932 Income tax 684 741
Administration Costs EE— ====
Advertising and promotion 592 499
Occupancy costs 499 442 The Bank is liable to income tax for the year 2000 in accordance with the income tax laws of the Sultanate of
i Data processing 341 362 Oman at the rate of 12% on taxable profits in excess of RO 30,000. The following is a reconciliation of income
;;‘ | Fees and subscription 99 101 taxes calculated at the applicable tax rate with the income tax expense:
L Professional charges 99 104
ﬂl!ll Communication costs 97 97 Accounting profit for the year 6,212 6,204
’v Printing and stationery 85 86 Wk meaE
i Insurance 46 52 Tax liability at the rates mentioned above 742 741
; ; Commission 157 153 Differences attributable to the tax effect of items
il Others 238 398 that are not (assessable)/ deductible in determining
s =y taxable profit (20) 12
"M 5,418 5,226 Increase in deferred tax asset due to increase in tax rate = (72)
! "" S ===== Tax effect of items that are temporarily deductible
i for tax purpose 210 379
“ | At 31 December 2000 the Bank had employee strength of 348 (1999: 341). Contingency 20 60
i —— —_—
# Public Authority for Social Insurance Scheme ("the Scheme") Current tax expense 952 1,120
Il | === =====
| ‘l The Bank contributes to the Scheme for all Omani employees. The Scheme, which is a defined con- (b) Temporary differences which give rise to deferred tax
I.' ' tributions retirement plan, is administered by the Government of Oman. The Bank and Omani employ- assets are as follows:
\ ‘ ees are required to make monthly contributions to the Scheme based on fixed percentages of basic
". salaries. During the year ended 31 December 2000, the Bank’s contributions to the Scheme amount- Depreciation (9) 35
i ed to approximately RO 127,000 (1999: RO 108,000). Provision for loan losses 249 288
I Provision for permanent diminution in value of investments - 56
| Total deferred tax asset 240 379
1K | === R
M
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17 Iigome % [continued) 20 Contingent liabilities and commitments 6 o

(c) The Bank's assessments for the tax years 1995 to 1999 have not yet been finalised with the Department (a) Credit related contingent items

of Taxation Affairs at the Ministry of Finance. The Board of Directors believe that additional taxes, if any, . ' . . - it
in respect of open tax assessments would not be material to the Bank's financial position. Letters of credit, guarantees and other commitments for which there are corresponding customer liabilities: |

_ 2000 1999 |
nsactions ¢ |
18 Related party tra RO0G0 o
In the ordinary course of business, the Bank conducts transactions with certain of its . .
Directors/Shareholders and companies over which they are able to exert significant influence; such |etters of credit 11,957 6,859
transactions are considered by the Board of Directors to be on terms and conditions not significantly dif- Acceptances 3,415 6,041
ferent to those that may be obtained from independent third parties. The aggregate amount of balances Guarantees and performance bonds 11,751 Tis1g4
with such related parties are as follows: : Advance payment guaraniees 3,961 902
‘ Others 14,879 13,835
2000 1999 S i
RO'000 RO'000 45,963 43,381
nd advances 15,910 16,085 o . |
ll;)c;arc])ii?s :m P A— 9.526 8.674 The Bank guarantees the performance of customers by issuing standby letters of credit and guarantees to |
P o . third parties. The risk involved is essentially the same as the credit risk involved in extending loan facilities to |
Customers' liability under documentary credits, ; . . . L ) , \
arantass and siher cammlmEHtE 1,047 719 customers, therefore these transactions are subjected to the same credit organisation, portfolio maintenance ;
au y C Y= R and collateral requirements for customers applying for loans. While there is some credit risk associated with
the remainder of commitments, the risk is viewed as modest, since it results from the possibility of unused por- |
18 Sihale Boffowet and Serior niembers tions of the facilities being drawn by the customers. As the facilities may expire without being drawn upon, the ;
o notional amounts do not necessarily reflect future cash requirements i
ingle borrower i . ) )
=ingle The credit risk of these facilities may be less than the notional amounts, but as it cannot be accurately deter-
Total expoSUTe: mined, the credit risk has been taken to be the contract or notional amount. At 31 December 2000, letters of
Direct P ’ 5.574 7 651 credit, guarantees and other commitments amounting to RO 2,175,000 (1999: RO 3,036,860) are counter
Indirect (off-balance sheet items) 6,416 6,416 duaranmzed by other banis.
S 0 Foreign exchange commitments |
Number of customers 2 2 |
Hmbero At 31 December 2000, the outstanding foreign exchange contracts entered into on behalf of customers, i
Senior members all of which have a maturity of less than one year, are as under: '
1999
Total exposure: Ro%ugg HE600
Direct ' 15,910 16,085 0 00
irect 1,247 719
ndiree o - e Sales 683 192
Purchases 682 194
Number of members 26 28 G == _
Excess over limits as specified by the Central Bank of Oman for Single Borrower and Senior Members (©) Capital and investment commitments
are secured by cash collaterals, pledge of Government Development Bonds or risk participation |
affangements \Xith — commerciat:l‘ i aﬁks Contractual commitments for fixed assets 647 172 :
Authorised but not contracted: commitments for
fixed assets 1,000 1,005
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(d)

21

(@)

Contingent liabilities and commitments (continued)

Other contingent liabilities and commitments

At 31 December 2000 other than the commitment arising for the acquisition of branches from a local com-
mercial bank (refer note 7) there are no other significant contingencies or commitments which have crys-
tallised after the balance sheet date nor are there any acknowledged material claims against the Bank.

Analysis of significant assets and liabilities

Interest Sensitivily Gap

Sensitivity to interest rates arises from mismatches in the period to repricing of assets and that of the corre-
sponding liability funding. The Bank manages these mismatches by following policy guidelines and reduces
risk by matching the repricing of assets and liabilities through various means including monitoring by the
‘Asset—Liability’ Committee. Significant changes in gap positions can be made to adjust the profile as market

outlooks change.

Average  Due on Due Due Due Due Not Total
Interest demand  within  within  within 1 after 5 bearing
Rate and to 30 1to6 7to12 to5 years interest
% Days months months years
(RO’000)
31 December 2000
Cash - - - - - - 3,706 3,706
Treasury bills 5-6.5 2000 11,000 - - - - 13,000
Due from banks 3-7 17,488 2,503 - - - - 19,991
Loans and advances 5-17 50,167 29,451 3,519 64,489 53,861 11,274 212,761
Other assets .- - - - - - 7,180 7,180
Investments 5-9 3,943 920 - 7,395 - - 12,258
Property and equipment - - - - - - 3,634 3,634
Total assets 73,598 43,874 3,519 71,884 53,861 25,794 272,530
Deposits and other
Accounts 1-10 69,743 60,931 38,678 7,848 - 33,659 210,859
Due to banks 6-8 11,165 959 - - . 606 12,730
Other liabilities - - - - - - 9,102 9,102
Shareholders’ equity - - - - - - 39,839
Total liabilities &
Shareholders equity 80,908 61,890 38,678 7,848 - 83,206
On-balance sheet gap (7,310) (18,016) (35,159) 64,036 53,861 (57,412)
Cumulative interest
sensitivity gap (7,310) (25,326) (60,485) 3,551 57,412 -

NOTES

(forming part of the financial statements)

(a) Interest Sensitivity Gap (continued)

31 December 1999

Cash

Treasury bills

Due from banks

Loans and advances
Other assets
Investments

Property and equipment

Total assets

Deposits and other
Accounts

Due to banks

Other liabilities
Shareholders’ equity

Total liabilities &
Shareholders equity
On-balance sheet gap

Cumulative interest
sensitivity gap

(b) Treasury bills - local

90 days and below
91 days to 120 days
121 days to 182 days

21 Analysis of significant assets and liabilities (continued)
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Average  Due on Due Due Due Due Not Total
Interest  demand within within  within 1 after 5 bearing
Rate and to 30 1106 71012 to5 years  interest
%o Days  months months years
(RO'000)
- - - 2 4,241 4,241
5-6.5 - 20,720 c - - 20,720
3-7 12,914 7,893 - 5 - - 20,807
5-17 53,473 27,977 3,776 54,376 46,987 10,715 197,304
- - - - = - 2,856 2,856
59 2,103 49 2,920 7,162 - - 12,234
- - - - - 3,427 3,427
68,490 56,639 6,696 61,538 46,987 21,239 261,589
1-10 90,283 60,011 29,757 3,114 - 12,893 196,058
5-9 11,993 5,121 5 648 17,762
- - - - 8,574 8,574
- - 39,195 39,195
102,276 65,132 29,757 3,114 61,310 261,589
(33,786) (8,493)  (23,061) 58,424 46,987  (40,071) -
(33,786)  (42,279)  (65,340) (6,916) 40,071 -
2000 1999

RO'000 RO'000

4,000 10,970
4,000 =
5,000 9,750

13,000 20,720
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21 Analysis of assets and liabilities (continued) 2.0 0 0
(c) Geographical concentrations
' Assets Liabilities (e) Economic sector concentrations
_ Assets Liabilities
Gross loans Deposits
Due from and Investment  and other Due to Contingent
banks advances securities  accounts banks liabilities Gross loans Deposits and Contingent
RO’000 RO’000 RO’000 RO’000  RO’000 RO’000 and advances other accounts liabilities
31 December 2000 RO'000 RO'000 'RO'000
Sultanate of Oman 9,814 223,850 12,258 210,759 - 29,135
Other GCC countries 5,467 - - 100 5,892 2,056
H ? 31 De 2
Europe & N. America 4,646 : ; - 6,838 8,044 cember 2000
Africa and Asia 64 - “ . : 5,828 Personal 77,546 » 71,177 561
_ International trade 36,002 3,643 6,691
19,991 223,850 12,258 210,859 12,730 45,963 Construction 19,804 4,048 8,911
====== = Manufacturing 19,227 3,119 8,133
31 December 1999 Wholesale & retail trade 15,566 909 2,284
Sultanate of Oman 12,369 207,998 12,185 196,058 1,925 25,146 Communication and utilities 11,657 1,613 879
Other GGC countries 5,691 _ - 49 - 8,131 3,210 Financial services : 7,103 2,693 1,400
Europe & N. America 2,690 - - - 7,706 11,188 Government 1,159 58,927 1,016
Africa and Asia 57 - - - - 3,837 _ ’ ’ ’
Other services 15,405 40,469 6,400
20,807 207,998 12,234 196,058 17,762 43,381 Others 20,381 24,261 9,688
223,850 210,859 45,963
(d) Customer concenirations - | = |
Assets Liabilites W T TEEEEEE
31 December 1999
Gross loans Deposits Personal 85,522 68,138 386
Due from and Investment and other Due to Contingent International trade 22,636 3,111 6,351
banks advances securities accounts banks liabilities Construction 16.562 3048 9765
RO’000 RO’000 RO’000 RO’000 RO’000 RO’000 2 ’ :
Manufacturin 15,900
31 December 2000 Wihol g ' 4715 9,493
Personal ; 77,546 . 71,177 9 561 olesale & retail trade 7,864 2,463 1,359
Corporate 19,991 143,881 1,943 80,755 12,730 44,448 Communication and utilities 11,501 1,503 666
Government - 2,423 10,315 58,927 - 954 Financial services 10,060 2,869 1,400
Government 1,155 64,750 417
19,991 223,850 12,258 210,859 12,730 45,963 .
______ _ - = Other services 8,961 33,719 5,096
31 December 1999 Others 27,837 8,542 8,448
Personal - 85,522 - 68,138 - 386
Corporate 20,807 121,321 2,095 63,170 17,762 42,578 207,998 196.058 43 381
| Government - 1,155 10,139 64,750 - M. ’
|
| 20,807 207,998 12,234 196,058 17,762 43,381
:' 1 _—_— E==== bt
i
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21 Analysis of assets and liabilities (continued) 22 Fair value information (continued) 2 0 0 o
t8cti -
(f)  Foreign currency exposures 2000 1999 b} Quoted invesiment securities
RO'000 RO'000
The fair value of quoted investment securities is based on quoted market prices at the year end.
Net assets denominated in US Dollars 10,830 6,312 The fair value of unquoted investment securities is based on the net asset value at the year end.
Net assets denominated in other foreign currencies 443 420
, The Board of Directors of the Bank has reviewed the financial position of these investments, their
11,273 6,732 | industry positioning, the economic outlook in general and other underlying evidence supporting the
= s : carrying value of long-term investment securities at 31 December 2000 and in their opinion there is a
' permanent diminution in the value of long-term investment securities. Accordingly, the carrying value
of long-term investment securities has been written down to fair value (see note 5).
22  Fair value information
The Management has compared the estimated fair values of all on- and off-balance sheet financial | ¢)  Other on-balance sheet financial instruments
instruments with their respective book values as at 31 December 2000. The financial instruments are
accounted for by the Bank principally under the historical cost method. By contrast the fair value rep- The fair values of all other on-balance sheet financial instruments, except the amount receivable from
resents the amount at which an asset could be exchanged, or a liability settled, in a transaction MOF (see note 7), are considered to approximate their book values. The fair value of the receivable
) . . from MOF is lower than the carrying amount, however no adjustment has been made to the carrvin
illing parties in an arm’s length transaction. Differences therefore can arise . i rying
between knowledgeable, willing p g ] . . A amount as the Management believes that this amount is fully recoverable.
between book values under the historical cost method and fair value estimates. Underlying the defini-
tion of fair value is the presumption that the Bank is a going concern without any intention or require-
ment to curtail materially the scale of its operation or to undertake a transaction on adverse terms. The d)  Off-balance sheet financial instruments
estimates of fair value are based on relevant information available to Management as at 31 December
2000. While Management uses its best judgement in estimating the fair value of financial instruments, No fair value adjustment is made with respect to credit-related off-balance sheet financial instruments,
there are inherent weaknesses in any estimation technique. Many of the estimates involve uncertain- :"?'Ch l'”C’“de ctommltments tOHGXtE‘de credit, standby letters of credit and guarantees, as the related
: : - . uture Income streams materially re t issi i
ties and matters of significant judgement and cannot be determined with precision. Changes in i EsHEEt B rectygl fee.s and commissions actually charged at the bal
. o ] ance sheet date for agreements of similar credit standing and maturity.
Management's underlying assumptions could significantly affect these estimates.
Foreign exchange contracts are valued based on market prices. The market value adjustments in
Based on the valuation methodology outlined below, the fair values of all on- and off-balance sheet respect of foreign exchange contracts are included in the book values of Other assets and Other lia-
financial instruments at 31 December 2000 are considered by the Management not to be materially dif- bilities.
ferent to their book values:
23 Comparative figures
a) Loans and advances

Certain comparative figures have been reclassified to conform with the presentation adopted in these
financial statements.
The fair value of floating rate loans was estimated at book value less attributable specific provision for

loan losses as the margins earned approximate current spreads prevailing for similar lending. 24 Translation into US Dollars

The Bank maintains its accounting records in Rial Omani. The US Dollar amounts which are present-
ed for information purpose only, have been translated from Rial Omani into US Dollar at the exchange
rate of 0.385 Rial Omani to each US Dollar.

The fair value of fixed rate loans was estimated on a discounted cash flow basis utilising discount rates
equal to prevailing market rates of interest for loans with similar characteristics. For loans with doubt
as to collection, expected cash flows are adjusted to reflect provisioning percentages prescribed by the
Central Bank of Oman for classified loans and advances.
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