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OUR VISION FOR A RéLATIONSHIP

In line with our objectives to serve our customers better, we
realise that while conducting banking services our
customer expects us to simplify our banking procedures so
that he can achieve his objectives and meet his basic
financial needs in an atmosphere of mutual commitment,
dependability and consistency. This leads us to establish a
perfect RELATIONSHIP between us and our customer
because this RELATIONSHIP is a reflection of our human
and social commitment which is inherited from our rich
culture. Our philesophy is to give the best and this best
must offer added values so we have employed
international and local resources to create harmony and
compatibility between modern banking ideas and the local
Omani tradition. This approach helps in achieving profit
and trade deals. This RELATIONSHIP is empowered with
our strengths, volume of our efforts and our credibility. Our
belief in establishing a long term RELATIONSHIP is very
important to us and it forms a fundamental element in our

business strategy.
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CHAIRMAN’S REPORT

Dear Shareholders,

On behalf of the Board of Directors of Bank Dhofar Al-Omani
Al-Fransi, it is my privilege to present to you the Bank's Financial
Statements and the Auditor's Report for the financial year ended 31

December, 1999.

During 1999, Oman’s banking and financial community was still
having to deal with the tumultuous situation caused by the
slowdown in the world economy and depressed oil prices. Despite
unpredictable and adverse trading conditions, the Bank was able to

move forward.

Total assets of the Bank increased by 8% to reach a figure of RO 262 million, compared to RO 243 million at the
end of 1998. Gross loans and advances grew by 17% to reach a figure of RO 208 million, compared to
RO 177 million at the end of 1998. Customer Deposits also increased by 12% to reach RO 196 million, compared

to RO 176 million at the end of 1998.

Operating Profits were in line with forecasts, reaching a total of RO 7.5 million, compared to RO 6.9 million for
1998. The Profits available for appropriation increased by 8% to RO 5.5 million, compared to RO 5.1 million for
1998. In view of the Bank’s good accomplishment, your Board takes pleasure in recommending a dividend of

15% for the financial year ended 31 December, 1999.

In line with the Government's continuing thrust, the Bank is proud to announce that its Omanisation level is
currently 89% and the bank is confident of reaching its target of 90% by the end of December 2000. When 1998
was declared The Year of the Private Sector, the Bank was unstinting in its support for this program. Our support

continued throughout 1999 with the introduction of new financial products, services and innovations for the benefit

of the corporate sector.

As always, the Bank invested extensively in technology for its operations and increased the number of its ATMs
0 40, All networks and systems were upgraded to the latest software releases resulting in increased speed and

ility of the service provided to our customers. In this connection, the Bank’s Y2K Compliance Project was

Sl

CHAIRMAN’S REPORT cont...

successfully completed after months of testing and re-testing. Our policy to establish a strategic
presence in the Sultanate will continue and each new branch being planned is in answer to our
customer’s needs and requirements. We plan to open 4 new branches by the end of March 2000 taking
our branch network to 27 fully commissioned branches equipped with the latest equipment and facilities

offering friendly and efficient service.

Towards the end of 1999 all operational equipment and facilities of the new head office infrastructure
were fully functional. It is a fitting testament to the spirit and drive of our Staff, Managers, Directors and
Shareholders. The Head Office had been inaugurated by H.E. Yousuf Bin Alawi Bin Abdulla, The
Minister Responsible for Foreign Affairs. The inauguration ceremony had been attended by guests from
different official and business categories. Adding special meaning and importance to the inauguration
was the simultaneous celebration of the Bank's 10th anniversary. It highlighted the Bank’s outstanding
progress and strong commitment to future growth. The double celebrations were symbolic of the Bank’s
achievements to date. This makes us proud of work done well, it also challenges us to strive for

improved performance in the years to come.

It has always been our belief that outstanding service attracts new customers and retains existing ones.
From listening to customers and through our own experience, we have identified the key elements
behind the Bank’s growth in 1999. These are: marketing, skills-training, flexibility and planning. With

them, we were able to go forward.

On behalf of the Board, | would like to thank our Customers for their business and the confidence they

have placed in us. They can continue to count on the Bank's unending support and quality service.

The Board of Directors also wishes to thank the Central Bank of Oman for its valuable counsel, our

Shareholders for their strong support and the Staff and Management for their good work during 1999.

Finally, we at Bank Dhofar Al-Omani Al-Fransi, dedicate the achievements of 1299 to His Majesty
Sultan Qaboos Bin Said. We offer our most sincere gratitude for his far-sighted 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 to the participation in the development of the nation's economy in the

coming years.

-

Eng. Abdul Hafidh Salim Rajab Al-Aujaili

Chairman
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A DECADE OF EXCELLENCE
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A source of great pride for all of us at Bank Dhofar
Al-Omani Al-Fransi is the occasion of the Bank’s 10th
Anniversary. It's just one of the many milestones of the
past decade and the speed at which they have occurred
has been amazing. Consider some of them:

From RO. 35 million in 1990, total assets have risen to its
1999 level of RO. 262 million. Operating profits have
ballooned to RO. 7.54 million in 1999 from a start of
RO. 0.35 million back in 1990. In line with the Bank’s policy
of pushing for sustained growth (as opposed to expanding
for mere presence), we now héve 23 branches located in
commercially active areas. The number of personnel grew
from 37 back in 1990 to 341 in 1999.

The list of achievements is long and impressive but
numbers alone do not tell the whole story. How did Bank
Dhofar Al-Omani Al-Fransi get to where it is today in such
a short time? It is simple, by listening to our customers.
Everything we hear from our customers is studied,
analysed and our products tailored to their needs. The end
results are superior solutions, which when combined with
our flexibility lead to a stronger, more profitable relationship
with our customers. To put it plainly: Customers talk, we
listen.

The Bank's numerous cutting-edge advances and
innovations like its new dealing room, in-house Training
Centre and electronic banking services all exist today
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A DECADE OF EXCELLENCE cont...

because customers talked and we listened. Our constant
focus on quality gives the Bank the opportunity to reap the
rewards of making the changes. The new Head Office
building which contains all of these new additions
supported by one of the most advanced LT
infrastructures is a result of our endeavours. This building
houses the nerve centre of all our banking operations.

From the very beginning, Bank Dhofar Al-Omani Al-Fransi
has always regarded its staff as its most valuable asset. It
will continue to spare no efforts in staff development
because human resources are pivotal to the Bank’s
growth and success. This is why the inaugural occasion
was also highlighted by the awarding of gifts to staff
members who have given valuable service for the past 10
years. As a sign of how integral their roles are in the
Bank's success, personnel ranging from junior staff to
senior management received commemorative awards

and certificates.

You talk, we listen.

Its how we’'ll continue to raise standards and levels of
efficiency.

It's how we'll continue to increase assets and profitability.
It's how we'll continue to be a key player in the market.

This is our edge and we intend to keep it sharp.

After all, it guided us through a decade of banking
excellence. At Bank Dhofar Al-Omani Al-Fransi, we're
fully confident that it will continue doing so throughout the
next millennium.

ANNUAL

REPORT

1999




ANNUAL

REPORT

1959

TO SERVE THE CUSTOMER BETTER

How to serve customers better is the hottest topic of conversation in
banks and other financial establishments these days. And why not ?
After all, how else does one improve market share in an industry where
products and services are basically the same? At Bank Dhofar
Al-Omani Al-Fransi, our answer hasn’t changed: By getting closer to

customers and understanding them better.

This approach is arguably the main reason why our Bank was able to
achieve noteworthy growth in 1999 in the face of mixed trading

conditions. The kind of service that comes from it is the kind that

atiracts new customers and retains existing ones. Our efforts to

pinpoint the main elements of ‘better customer service’ have resulted
in a short list which includes: marketing, skills-training, flexibility and

planning.

Every bank (or business establishment for that matter) is familiar with
these words. Perhaps what makes Bank Dhofar Al-Omani Al-Fransi

different is the way it understands them from the customer’s point of

view. Say ‘skills-training’ and we see our staff learning how to better

assist young entrepreneurs and their new startups struggling to survive
amidst tough competition. Mention ‘marketing’ and we see the

importance of advising customers on saving their money.

Refer to ‘flexibility’ and we see a family balancing its finances while
fulfilling obligations. Bring up ‘planning’ and we see a bright future for
an Omani businessman along with a mutually productive and long-

lasting relationship.

L

TO SERVE THE CUSTOMER BETTER cont...

In his 29th National Day address to the citizens of Oman,

His Majesty Sultan Qaboos Bin Said urged the country’s ‘;EEOU ;TL
financial institutions to focus available resources on the 1999

productivity of the private sector instead of facilitating

consumerism. He pointed out that they must formulate and
follow policies encouraging people to save and invest in viable
projects offering good returns. Such policies will benefit the

national economy, create more jobs and inject added value to

every economic entity and level. It just goes to prove what we

at Bank Dhofar Al-Omani Al-Fransi have always

believed - that our growth depends on the

customer’s growth.

Serving  customers better
through marketing
A significant event that began

in January ‘99 was the Bank’s

management re-structuring
process. From its planning
stages, it was finally
completed in October of the
same year. Intended to
further improve operational : i
efficiency by paying more g E‘
attention to customer needs, the =

initial feedback on it is encouraging.

From the previous Branches and Consumer

Banking Division, the re-structuring produced the

new Retail Banking Division. Now under it are three
departments, namely: Marketing, Cards, Branches. The
Division may be young but its men and women have years of
experience in providing customers with new innovations and
processes. Already, clients are expressing their appreciation

for how the Division has reshaped procedures and operations.
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TO SERVE THE CUSTOMER BETTER cont...

One example of their numerous innovations is a highly
successful in-house software that they have developed for
payroll systems. The Bank’s blue chip corporate clients with
huge work forces have nothing but praises for the system that
practically eliminates human error while increasing speed and
efficiency. Tailor-made to a client's requirements, the Division’s
payroll system software automates everything but the signing,

resulting in big savings in precious manhours.

Also showing promise of future customer approval is the
improved demand-draft processing system which has been
developed in a way that meets expectations of customers in

terms of accuracy and speed.

Upon taking a close look at the way the Division is re-inventing
itself, one can see that the future belongs to those who are
ready to shift their focus from selling products to servicing

customers.

Serving customers better through flexibility

Not content with merely maintaining the standards its clients are
satisfied with, the Bank is redefining bank-client relationships.
The well-rounded business strategy of its staff is gradually
transforming the old face of corporate banking. Its people have
been aggressively pushing creative designs to give customers

more opportunities. One example is Credit Control, a new

TO SERVE THE CUSTOMER BETTER cont...

section created to facilitate completion of pre and post sanction
documentation by corporate customers and advise them on
securities, collateral, etc. With back office functions handled by
specialists, our customer relationship officers are free to focus

exclusively on customers.

It's just one of the many innovations designed to open new
opportunities for customers. To see just how effective the Bank is
in discovering new markets and customers, you only have to look
at the financial charts. It's an impressive feat specially when one
considers that it was accomplished in 1999. But even more
impressive are the compliments of project-financing people. In a
business where lost time means lost money, these bottom line-
focused people are quick to praise the Staff and Management for
their personal service and quick responses to customers. And in

the struggle for market share, that is the new bottom line.

Serving customers better through planning

The basis of businesses and economies worldwide is slowly
shifting. More and more, the value of intellectual assets and
resources are outweighing that of material ones. It is in this light
that one can see and appreciate the role of bodies like the
Finance and Management Information Systems Division. At first
glance, one fails to see its relevance to better customer service.
But this is highly misleading. For even if the Division's
management and staff don't deal directly with customers, their

duties and responsibilities affect them in every way.
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TO SERVE THE CUSTOMER BETTER cont...

Along with ensuring the highest standards of financial management
and reporting, it also develops the management information
systems (MIS) and formats indispensable for the management
decision-making process. The Division takes the lead role in
ensuring integrity, accuracy and sufficiency of financial information
provided to the management, shareholders and the general public.
Last but not least, among all the other divisions, it may actually have
the most demanding clientele; the Central Bank of Oman and other
Government regulatory bodies. It is significant that these exacting

agencies rate the Bank’s quality of reporting as consistently

excellent.

They have noted that all correspondence and questions addressed
to it are immediately responded to. Because of this, the Department
of Statistics under the Ministry of Finance recently gave it a
certificate of commendation. Thanks in part to the Division,
international rating agencies have also given the Bank high marks.
One of this year's highlights was when highly respected Thompson

BankWatch and Capital Intelligence gave the Bank high ratings.

Trust and confidence may be intangible and invisible to the eye. But |
with the services of the Finance and Management Information

Systems Division, their presence will always be felt by everyone |

who deals with the Bank.

Like the Finance and Management Information Systems Division,

the Internal Audit Division doesn't seem to have any connection i

_————— =y

TO SERVE THE CUSTOMER BETTER cont...

with customer service at first glance. That would be proven untrue when one
learns that it is empowered to deal with the concerns of not only customers
but also those of shareholders and the authorities. One of their mandates is
to ensure that the Bank suffers no loss through error or fraud. Another is to
keep the shareholders’ investments secure. Last but not least, the customers’
deposits must remain safe and thriving. This almost sacred trust is the reason
why they weren't affected by the Bank's re-structuring. Remaining

independent and reporting only to the Chairman, they are the people to

whom investigations are assigned.

Serving customers better through skills-training

The men and women of the Information Technology (I.T.) Division are the
guardians of the Bank's |.T. infrastructure. Even if they themselves don’t
come face to face with customers, the ultra-advanced machines and systems
they oversee are very visible and familiar to customers. Their job is to
maximize the use of new technology to improve existing products and
services as well as to create new ones. In their world of computer banking
technology, this entails a non-stop process of learning and re-learning
because of new developments almost every day. Translated in customer
terms: the I.T. Division makes sure that a network that can conduct multi-
million dollar transactions overseas can also give a student his weekly
allowance through an ATM. The typical customer may not even use all of the
services the I.T. infrastructure is capable of but that doesn't prevent the
Division from serving them in other ways. For example: An ATM service
introduced in 1999 makes the Statement of Account for any period over the
past 30 months instantly available. Very soon, the coverage will be extended
10 48 months in view of customer needs. Not everyone will know everything

about I.T. but with this Division, every customer will benefit from its rewards.
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 FINANCIAL HIGHLIGHTS OF THE LAST FIVE YEARS (IN RO 000)
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As at
As at As at As at As at
o - - w - o 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec.
1995 1996 1997 1998 1999
% % % % %
Net Interest Income 4,595 5,453 8,135 10,006 10,438
I. PROFITABILITY
Non Interest Income 1,271 1,337 2,065 2,751 3,114 15 1.6 1.7 22 24
Return on average assets . ,
23.0
i i i 225 19.7 20.3 218
S HeEe 3890 5125 5,811 6,016 Non interest income to gross income
45.6 44.4
Operating expenses to gross income 54.5 54.3 50.3
Operating Profit 2,661 3,100 5,075 6,946 7,536 25 2.8 29 3.3
| Operating profit on average assets 24 :
Net Profit for the Year 1,727 2,071 3,075 5,083 5.463
2. LlQuIDITY
: 84.8 923
Net loans to total deposits 100.1 96.4 80.7
i 2 88.6 91.7
e End Total customer deposits to total deposits 95.1 95.8 83.8
Total Assets 120,378 136,416 231,061 242,965 261,589
3. ASSET QUALITY RATIOS
53 5.1
Net Loan Portfolio 99,064 110,857 151,972 168,006 197,304 Loarloss provisons to: tofalloarns 105 78 6.1
: 4.6 4.5
Non performing loans to total loans 10.8 75 54 |
Customer Deposits 94,222 110,130 157,775 175,503 196,058 115.4 114.0
Loan loss provisions to total non performing loans ~ 96.6 104.5 112.7 ; ;
| | 7
g Shareholders’ Equity 15,790 17,805 33,297 33,816 34,395 I — o - - i i
| | |
"JI | Share Capital 15,000 15,000 32,000 32.000 32,000
| | 4. CAPITAL ADEQUACY
I| | 18.8 18.2 165
‘l | TSRS Branches b v = % 2 BIS risk asset ratio 14.6 13.2 J
|
| i ‘ 3 178 16.9 15.2
| i tio on tier one capital 13.8 12.
i { AT 18 19 28 35 40 BIS risk asset ratio p
g. 14.4 13.9 13.2
q ‘ Shareholders’ equity/ total assets 13.1 1.7
&
i
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LENDING BY ECONOMIC SECTOR

ANNUA ALANGE sHees EVOLUTION In RO’000
L n ! ‘
REPORT 300 ~ 1
1999 IN RO. MIL - o 1
0% |
250 8% 1% |
o % 35% 4%
B l i 21% 13%
200 | 'IJ .
| ? Jll _‘\ |.1’ ' i
150 i - - N 4 1997 1998 1999
g I I 1097 1998 1999
- g ' 4 & E
100 , i 3 f | | B Personal 64,234 76,134 85,522 |
! : o b . Bl [nternational Trade 11,636 11,764 22,636 |
50 1 § | & N | Construction 7,042 6,342 16,562 |
| ! e | Bl Manufacturing 3,124 6,720 15,900 |
@ 5 | 2l B \Wholesale & Retail Trade 7,013 5,558 7,864
, N B : m® Communication & Utilities 3,098 9,142 11,501 |
0« E— o i i B Financial Services 10,784 10,683 10,060 .
1997 1998 Government 403 241 1,155 |
B Other Services 14,149 14,300 8,961 i
B Others 40,360 36,573 27,837 ' |
1997 .
199 |
B Shareholders’ equity 8 1999 Gross Loans & Advances 161,843 177,457 207,998
B Total assets g 34 |
Net loans and advances £al 243 34 Gross loans & advances in 1999 showed a satisfactory growth of 17% over 1998 , despite a very challenging
I Total customer deposits 198 168 e economical environment and tougher competition between the Banks. Further, the Bank achieved a substantial
158 176 197 improvement in spreading the risks amongst the major economic sectors. The new Central Bank of Oman's
196 regulation issued in 1999 , putting a imit on “Personal Lending” to 30% of the Bank’s total lending to the Private ;
d the Banks to further diversify their contribution to the various sectors of the }

sector by the end of 2000 , force

economy. The Bank is confident that it will be able to reduce its personal loans portfolio and meet the deadline.

) te ms o Ba[ance Sh891 -II I allengin ear ‘th b
: I I J I - ! ooti gS, dESplte a ve C i !J ” el [£] opa
economic S tuat 0 S ve y nucn e cou aglng a“d abOVe the gchth ShDWﬂ gy alll COy ner a I HI

d ( /0 q .

International minimu
m of 8%
s and the 12% OPERATING INCOME

minimum level established by the Central Bank Of Oman
DEPOSITS EVOLUTION 12000 - in RO000
10000
IN RO. MIL j
8000
e 15% |
4 gk ° |
p 89% 6000 |
|
| |
s \ 4000 |
(e \ \ |
7% 2000 |
1999 |
-
k|
i || 0
'; ; T 1948 1999 - |
| = Demand & cal 30.9 |
| avin : 22,
| l T 10.9 . 29.9 1997 1998 1999
i . 116.0 : 15.9
Total deposits o 137.6 150.3 B Net Interest Income 7,937 10,0086 10,438
s 196.1 B FX & Commissions, Fees 1,380 1,706 1,762
883 1,045 1,352

QOther Income

o, over 1998 with a respective increase of 4% and 13% in Interest Income and

|
| Customer deposits |
At posits in 1999 recorded i
a substantial growth of 12% over 1998 to reach RO 196.1 millj
-1 million at year — ;
Operating income increased by 6
tively small increase in Interest Income being the result of a combination

end with a related
growth of the Low ¢ i o i ;
| cost of funds while keeping a comfort ost QEppglts of 21 %, illustrating the commitment of
g ortable liquidity position through the year. of the Bank to lower ts Other Operating Income. The compara
|| ' '
of two factors:
a) Cap on the maximum interest rate on “Pgrsonal lending” setup by the CBO during the year.
Customer deposits and the Management strategy in 1999 of funding the

| |
.
" b) The high level of market rates on
books in priority through the local market in order to protect the Bank's liquidity position. w
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OPERATING EXPENSES

In RO’000

Al Khuwair P.0. Box 1507, Ruwi, P.C. 112, Tel 602374, 602049; Fax 601623
Al Wadi P.0. Box 2334, Salalah, P.C. 211, Tel 212180, 212185; Fax 210085

Bahla P.0. Box 661, Bahla, P.C. 612, Tel 420292, 420021; Fax 420387 ANNUAL
Barka P.0. Box 751, Barka, P.C. 320, Tel 884423, 884428; Fax 884451 ; ﬁ I;ggr

Barkat Al-Mawz

BRANCHES

P.0. Box 97, Barkat Al-Mawz, P.C. 616, Tel 433460, 433466; Fax 433462

Bid Bid P.0. Box 307 Bid Bid, P.C. 613, Tel 363044, 369033; Fax 369055
Buraimi P.0. Box 278, Buraimi, P.C. 512, Tel 651696, 651989; Fax 651115
Hafeet P.0. Box 596, Saham, P.C. 319, Tel 817992; Fax 817993

lbri P.0. Box 28, Ibri, P.C. 511, Tel 489341, 489685; Fax 490311

Jalan Bani Bu Ali P.0. Box 10, Jalan Bani Bu Ali, P.C. 416, Tel 453440; Fax 453446
MBD Area P.0. Box 2230, Ruwi, P.C. 112, Tel 790466, 750516; Fax 798621
Muladdah P.0.Box 106, Muladdah, P.C. 314, Tel 868544, 868553; Fax 868549
Muscat P.0. Box 1613, Muttrah, P.C. 114, Tel 736606, 736614; Fax 739166
Muttrah Souk  P.0. Box 1441, Ruwi, P.C. 112, Tel 712970, 714279; Fax 713556
Nizwa P.0. Box 83, Nizwa, P.C. 611, Tel 411370, 410234; Fax 411234
Rustaq P.0. Box 25, Rustaq, P.C. 318, Tel 875117, 876039; Fax 875591

W Staff related costs o L 1999 Ruwi P.0. Box 144 [ :

B Adminitration sous 2,445 - uwi 0. Box 1442, Ruwi, P.C. 112, Tel 7731090, 7735854; Fax 7731892
Depreciation = 2,285 e Saham P.0. Box 92, Saham, P.C. 319, Tel 856699, 854400; Fax 855277
?gpgeglagng ©Xpenses in 1999 have been kept at o 75? 780 Salalah P.0. Box 2334, Salalah, P.C. 211, Tel 292299, 294862, 294863; Fax 295291
HFtFior ﬁn ?) r’:\feuét ?rgfn cl;sse and selective controlri??ggaotﬂe level with a nominal increase of 3% o i
intsmationaf sl | 5% in 1998 1o 44.4%, whior ?srh:a?e?t'h:ahresi{;g?;i tg?;i é ?1 'l'nCome ra‘f[‘;” Seeb Airport P.0. Box 56, CPO Seeb, P.C. 111, Tel 510101, 510102; Fax 510468

BMBIMERT by Seeh Town P.0. Box 347, Al Seeb, P.C. 121, Tel 625851, 625852, 625853; Fax 625854
Sohar P.0. Box 21, Sohar, P.C. 311, Tel 840228, 844358; Fax 841229

Sur

P.0. Box 28, Sur, P.C. 411, Tel 441255, 440256, Fax 440615
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AUDITORS’ REPORT

Audit & Accounting

P.O. Box 641
Ruwi 112
Sultanate of Oman

4th Floor, HSBC Building Tel. : (968)
% 709181

MBD Area, Mus
= Fax : (968) 7008
Sultanate of Oman 39

REPORT OF THE AUDIT
ORS TO THE SHAREH
oL
BANK DHOFAR AL-OMAN] AL-FRANSI (SAODCE)RS o

These financial st
atements are th ibili
to express ini he responsibility of the Bank’ '
p an opinion on these financial statements base?jngs E’L?rard (;)i Directors. Our responsibility is
audit,

Basis of opinion

Opinion

In our opinion, the finangi
) Inancial statement i
Bank Dhofar Al-Omani ents present fairly, in :
-Omani Al- ; , In all material re : .
Fransi (SAOG) at 31 December 1999 and thesrggﬁrtss: t:tn??tsflnanclal position of
Operations, and its

Date: 8 February 2000

Ci
hartered Accountants & Management Consuitants
C.A. No.: 6/30936/1

E-mail: kpmgoman @omantel.net.om

BALANCE SHEET at 31 December 1999

1999 1998
UsD’ 000 USD’ 000
11,016 7,127
53,818 6,909
54,044 142,057
512,478 436,380
26,335 17,119
5,442 3,756
8,901 9,917
7,418 7,813
679,452 631,078
509,241 455,852
46,135 58,961
12,468 11,636
22 270 16,795
590,114 543,244
83,117 83,117
5,990 4,571
104 104
127 42
89,338 87,834
679,452 631,078
109,519

112,678

The attached notes 1 to 25 form part of these financial statements

The report of the auditors is set forth on page 24
Board of Directors on 8 February 2000

=

The financial statements were approved by the

SN e

—

Chairman

Assets

Cash

Treasury bills

Due from banks
Loans and advances
Investment securities
- Government bonds
- Other securities
Tangible Fixed assets
QOther assets

Total assets

Liabilities

Deposits and other accounts

Due to banks
Proposed dividend
Other liabilities

Total liabilities

Shareholders’ equity

Share capital

Legal reserve

General reserve

Profit and loss account

Total shareholders’ equity

Notes

14

3,14 &22
4,14,18 & 22
5 14 & 22

8, 14 &18
9&14

10

Total liabilities and shareholders’ equity

Contingent liabilities
and commitments

13, 14, 18 & 22

11
12
12
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1999 1998
RO’ 000 RO’ 000
4,241 2,744
20,720 2,660
20,807 54,602
197,304 168,006
10,139 6,591
2,095 1,446
3,427 3,818
2,856 3,008
261,589 242,965
196,058 175,503
17,762 22,700
4,800 4,480
8,574 6,466
227,194 209,149
32,000 32,000
2,306 1,760
40 40
49 16
34,395 33,816
261,589 242,965
43,381 42,165

General Manager




PROFIT AND LOSS ACCOUNT for the year ended 31 December 1999

1999 1998
TNNUAL USD'000  USD’000
REPORT
1999

59,281 55,735
(32,169) (29,745)

27,112 25,990

8,088 7,145

35,200 33,135

13,574 13,143

2,052 1,951

15,626 15,004

19,574 18,041

(2,247) (2,436)

(1,208) -

(5) (3)

16,114 15,602

(1,925) (2,400)

14,189 13,202

Notes

Income

Interest income

Interest expense

Net interest income
Other operating income 15

Total income

Expenses

Staff and administration costs 16
Depreciation 6

Total expenses

Operating profit for the year

Provision for loans and advances 4
Provision for diminution in value of investments 5
Bad Debts written off

Profit for the year before income tax

Income tax 17
Profit for the year
Earnings per share ( Rial Omani) 20

The attached notes 1 to 25 form part of these financial statements
The report of the auditors is set forth on page 24

1999
RO’ 000

22,823
(12,385)

1998
RO’ 000

STATEMENT OF CHANGES IN EQUITY for the year ended 31 December 1999

ANNUAL
REPORT
1999
1999
Share Legal General Accumulated Notes Share Legal  General Accumulated
Capital reserve reserve profits Total Capital reserve reserve profits Total
USD ‘000  USD ‘000 USD ‘000 UsD ‘000  USD 000 RO 000 RO ‘000 RO ‘000 RO ‘000 RO '000
83,117 4,571 104 42 87834  Balance at 1 January 32,000 1,760 40 16 33,816
14190 14190  Profitfor the year 5463 5463
(218) (218)  Directors’ remuneration (84) (84) |
(12468) (12468) Dividends (4,800) (4,800) |
|
1,419 (1,419) Transfer to reserve 12 546 (546) |
83,117 5,990 104 127 892338  Balance at 31 December 99 32,000 2,306 40 49 34,395 |
] =] ——— So=m=— ‘
|
1998
Share Legal General  Accumulated Notes  Share Legal Genaral Accumulated |
Capital reserve resernve profits Total Capital resenve reserve profits Total
UsD'000  USD'000 USD ‘000 USD ‘000 USD ‘000 RO 000 RO ‘000 RO ‘000 RC ‘000 RO '000 ‘
‘ \
‘ |
83117 3,252 104 13 86486  Balance at 1 January 1998 32,000 1,252 40 5 33,297
13202 13202 Profit for the year 5,083 5,083 |‘ I
(15  (218) Diectors remuneraiion (64) (64) |
(11,636)  (11,636) Dividends (4,480) (4,480) ‘
1,319 (1,319) Transfer to reserve 12 508 (508) ‘
83,117 45M 104 42  §7,834  Balance at 31 December 98 32,000 1,760 40 16 33,816 ‘

The attached notes 1 to 25 form part of these financiel statements

The report of the auditors s set forth on page 24




CASH FLOW STATEMENT for the year ended 31 December 1999

1999 1998
NI USD 000 USD ‘000
REPORT

_1999 G740 61,702
(28,371)  (29,294)

(16,616)  (14,273)

(1,449) (2,769)

21,058 15,366

(75,839)  (44,083)

77,714 17,068

(188,571) )

141,662 6,078

(45,034)  (20,937)

53,390 46,044

(13582)  (20,449)

39,808 25,595

15,832 20,024

1,951 1,377

(14,036) (1,608)

1,927 )

(1,039) (3,473)

55 47

(11,142) (3,657)

(11,636) (7,013)

(218) (218)

(11,854) (7,231)

(7,166) 9,135

26,049 16,914

18,883 26,049

11,016 7,127

9,584 10,883

(1,717) (961)

18,883 26,049

Cash flow from operating activities
Interest and commission receipts

Interest payments

Cash payments to suppliers and employees
Income tax paid

Increase in operating assets
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
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 financing activities

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

Cash and cash equivalents at end of the year

Cash and cash equivalents comprise:
Cash

Due from banks

Due to banks

The attached notes 1 to 25 form part of these financial statements

The report of the auditors is set forth on page 24

1998
RO’ 000

NOTES (forming part of the financial statements)

Legal status and principal activities
ANNUAL
REPORT

Bank Dhofar Al-Omani Al-Fransi (SAQG) (“the Bank”) is incorporated in the Sultanate of Oman as a e

public joint stock company and is principally engaged in corporate and retail banking activities.
At 31 December 1999 the Bank had an employee strength of 341 (1998: 319).

Principal accounting policies

The following accounting policies, which comply with International Accounting Standards, have been

consistently applied in dealing with items that are considered material in relation to the Bank's financial

statements.

Basis of accounting

These financial statements have been prepared under the historical cost accounting convention, and

in accordance with banking practices generally followed in the Sultanate of Oman.

Revenue recognition

Interest income and expense are recognised on the accruals basis. Interest on loans and advances
which management consider doubtful is suspended and recognition in the profit and loss account is

deferred until such time as the interest is received.

Fees and commissions are recognised over the period of the transaction to which they relate.

Provisions for loans and advances

The Bank establishes specific provisions for identified loans and advances where recoverability is
considered doubtful. In addition, amounts are set aside as general provisions for exposures not

separately identified but known from experience to exist in any portfolio of banking relationships.

Loans and advances are stated net of provisions for potential loan losses and reserved interest. Loans

and advances are written off only when there is no prospect of recovery.

Provisions for loans and advances and interest reserved are determined by the Management having

referred to the prevalent rules, regulations and guidelines issued by the Central Bank of Oman.
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NOTES (forming part of the financial statements)

Principal accounting policies (continued)
Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation except for freehold land and
capital work-in-progress which are stated at cost. Depreciation is calculated so as to write off the cost
of tangible fixed assets, other than freehold land and capital work-in-progress, by equal instalments
over their estimated economic useful lives from the date the asset is brought into use, as follows:

Years
Furniture and fixtures 3-10
Motor vehicles 4
Computer equipment 3-7
Buildings 7-25

Treasury bills

Treasury bills are stated at face value. Discounts received on purchase are amortised on a straight
line basis over the maturity period.

Investment securities

Long-term investment securities, which are intended to be held for more than a year, are stated at
cost less any permanent diminution in the value of the investments, where applicable. Short-term
securities are stated at the lower of cost and market value.

Interest and dividends from investments are accrued once notification of entitlement is received.
Gains and losses on trading and market value adjustments are recognised in the profit and loss
account.

Taxation

Tax on the profit or loss for the year comprises current tax and deferred tax. Current tax comprises
tax payable calculated on the basis of the expected taxable income for the year, using the tax rates
applicable for the year, and any adjustment of tax payable for previous years. Deferred tax is
provided using the balance sheet liability method on all temporary differences between the carrying
amounts for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is calculated on the basis of the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled based on laws that have been enacted or substantively enacted by
the balance sheet date. The tax value of losses expected to be available for utilisation against future
taxable income is set off against the deferred tax liability. Net deferred tax assets are reduced to the
extent that it is no longer probable that the related tax benefit will be realised.

NOTES (forming part of the financial statements)

Principal accounting policies (continued)

Employee terminal benefits

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
accruals, is based on the liability that would arise if the employment of all such staff were terminated

at the balance sheet date.

Foreign currencies

Transactions denominated in foreign currencies are translated into Rials Omani and recorded at rates
of exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are translated into Rials Omani at exchange rates ruling on the balance sheet date.
Realised and unrealised exchange gains and losses have been dealt with in the profit and loss

account as they arise.

Due from banks 1999 1998
RO’000 RO’000

Due from Central Bank of Oman (“CBO") 1,631 23,376
Due from other banks 19,176 31,316
20,807 54,692

At 31 December 1999 balances due from principal shareholders and affiliates abroad amounted to
RO Nil (1998: RO Nil). Due from other banks comprises overseas and local placements in the
amounts of RO 6,136,000 (1998: RO 23,489,000) and RO 10,738,000 (1998: RO 23,318,000)

respectively.

At 31 December 1999, no placements with banks individually represent 20% or more of the Bank's

placements.
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NOTES (forming part of the financial statements)

Loans and advances 1999

RO’000
Overdrafts 42,151
Loans 158,680
Loans against trust receipts 5,870
Bills discounted 396
Others 901
Gross loans and advances 207,998

Provisions for loans and advances

Opening balance (5,791)
Provided (1,269)
Released to income 404
Written off 16
Closing balance (6,640)
Provision for reserved interest
Opening balance (3,660)
Reserved (535)
Released to income 119
Written off 22
Closing balance (4,054)
Net loans and advances 197,304
Net loans and advances comprise: 1999
RO’000
(a) Classified advances 9,385
Specific provisions (3,889)
Reserved interest (4,054)
1,442
(b) Other advances 198,613
(c) Other provisions:
Personal loans (2,401)
Provision for overdue instalment loans (50)
Others (300)
197,304

1998
RO000

49,050
121,888
6,375
126

18

1998

169,269

(2,262)
(50)

At 31 December 1999, loans and advances on which interest is not being accrued amount to

approximately RO 4,705,000 (1998: RO 4,241,000).

5

NOTES (forming pért of the financial statements)

Investment securities 1999 1998
RO’000 RO'000
Government development bonds 10,139 6,591

Other securities
- quoted 1,721 1,107

provision for permanent diminution in value of guoted securities (465)

1,256 1,107
- unquoted 839 339
12,234 8,037

Investment securities are held as long-term investments. At 31 December 1999, the market value of
Government Development Bonds was RO 10,139,000 (1998: RO 6,591,000) and the market value of
quoted securities was approximately RO 1,332,000 (1998: RO 1,009,000).

Tangible fixed assets

Details of tangible fixed assets are set out in Schedule | on page 46

Other assets 1999 1998
RO’000 RO000

Interest receivable 709 527
Prepaid expenses 424 264
ltems in course of collection 52 59
Receivable from Ministry of Finance (“MOF”) 932 1,198
Deferred tax (see note 17) 379 120
Others 360 840
2,856 3,008

Pursuant to an agreement between the Bank and the Government of the Sultanate of Oman acting
through the MOF, the MOF has agreed to make payments to the Bank in connection with the obligations
of a customer. The balance receivable from MOF is due for payment in amounts of approximately

RO 266,000 per year through to June 2003.
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NOTES (forming part of the financial statements)

Deposits and other accounts 1999 1998

RO’000 RO'000
Current accounts 29,590 21,931
Savings accounts 15,889 15,480
Time deposits 150,316 137,619
Others 263 473

196,058 175,503

Current accounts and time deposits include deposits from the Government of the Sultanate of Oman in the
amount of approximately RO 64,750,000 (1998: RO 64,371,000).

Due to banks
At 31 December 1999, due to banks does not include any amounts due to principal shareholders and
affiliates abroad (1998: RO Nil). Due to banks includes local and overseas borrowings in the amounts of

RO 1,925,000 (1998: RO Nil) and RO 15,175,000 (1998: RO 22,700,000 respectively.

At 31 December 1999, amounts borrowed from two banks individually represents 20% or more of the

Bank's borrowings.

Other liabilities

1999 1998

RO’000 RO'000

Interest payable 3,282 1,820
Creditors and accruals 3.375 3,511
Income tax provision (see note 17) 1,607 1,073
Deferred income 310 62
8,574 6,466

Share capital

The authorised share capital consists of 50 million (1998: 50 million) shares of RO 1 each. At 31 December
1999, the issued and paid up share capital comprises 32 million (1998: 32 million) shares of RO 1 each.

12

13

NOTES (forming part of the financial statements)

Reserves 1999 1998
RO’000 RO000

Legal reserve

Opening balance 1,760 1,252

Appropriation for the year 546 508

Closing balance 2,306 1,760

In accordance with Article 106 of the Commetrcial 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 one-third
of the Bank’s paid up share capital. This reserve is not available for distribution.

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.

Contingent liabilities and commitments

(a) Letters of credit, guarantees and other commitments for which there are corresponding customer

liabilities:
1999 1998
RO’000 RO'000
Letters of credit 6,859 6,529
Acceptances 6,041 3,689
Guarantees and performance bonds 12,144 15,477
Advance payment guarantees 4,502 3,881
Others 13,835 12,589
43,381 42,165

The Bank guarantees the performance of customers by issuing standby letters of credit and guarantees
to third parties. The risk involved is essentially the same as the credit risk involved in extending loan
facilities to customers, therefore these transactions are subjected to the same credit organisation,
portfolio maintenance and collateral requirements for customers applying for loans. As the facilities may
expire without being drawn upon, the notional amounts do not necessarily reflect future cash
requirements.
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(a)

NOTES (forming part of the financial statements)

Contingent liabilities and commitments (continued)

The credit risk of these facilities may be less than the notional amounts, but as it cannot be accurately
determined, the credit risk has been taken to be the contract or notional amount. At 31 December 1999,
letters of credit, guarantees and other commitments amounting to RO 3,036,860 (1998: RO 5,572,000) are

counter guaranteed by other banks.

(b) Outstanding foreign exchange contracts on which no loss is expected to arise for the forward sale

and purchase of foreign currencies:

1999 1998
RO’000 RO'000
Sales 192 309
Purchases 194 317
All foreign exchange contracts mature within 90 days.
(c) Capital and investment commitments
Contractual commitments for fixed assets 172 110
Authorised but not contracted: commitments for
fixed assets 1,005 1,777

(d) Other contingent liabilities and commitments

At 31 December 1999 there are no other significant contingencies or commitments which have
crystallised after the balance sheet date nor are there any acknowledged material claims against the

Bank.
Analysis of significant assets and liabilities

(i) Interest Sensitivity Gap

Sensitivity to interest rates arises from mismatches in the period to repricing of assets and that of the
corresponding 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.

14

(a)

NOTES (forming part of the financial statements)

Analysis of significant assets and liabilities (continued)

(i) Interest Sensitivity Gap (continued)

(RO’000)
Average
interest
rate
%
31 December 1999
Cash
Treasury bills 5-6.5
Due from banks 37

Loans and advances 517
Other assets
Investments 5-9
Fixed assets

Total assets

Deposits and other

Accounts 1-10
Due to banks 5-9
Other liabilities

Proposed dividend

Shareholders’ equity

Total liabilities &
Shareholders’ equity

On-balance sheet gap

Cumulative interest
sensitivity gap

ANNUAL

REPORT .
1999
Due on Due Due Due Due Not Total ‘ l
Demand within within within after 5 hearing
and to 30 1106 71012 1105 years  interest \
days manths months years
- 4241 4,241
20,720 - 20,720
12,914 7,893 20,807
53,473 27,977 3,776 54,376 46,987 10,715 197,304
2,856 2,856 |
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 ‘
90,283 60,011 29,757 3,114 12,893 196,058 ‘
11,993 5121 648 17,762
- 8,574 8,574 W
4,800 4,800 |
34,395 34,395
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 . -




NOTES (forming part of the financial statements) NOTES (forming part of the financial statements)

14  Analysis of significant assets and liabilities (continued) 14 Analysis of assets and liabilities (continued)

e ! , : ANNUAL
g“ Ng RATL (@ (i) Interest Sensitivity Gap (continued) . (b)  Geographical concentrations o REPORT
ﬁ l; + Assets Liahilities 1999
— (RO'000) Gross loans Deposits
Due from and Invesiment and other Dueto  Confingent
Average Due on Due Due Due Due Mot Total hanks advances  securities accounis banks liabilities
Interest Demand within within within after 5 hearing | RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
Rate and to 30 108 71012 1t05 years interest |
9% Days months montis years 31 December 1999
Sultanate of Oman 12,369 207,998 12,185 196,058 1,925 25,146
, Other GCC countries 5,691 - 49 - 8,131 3,210
| Europe & N. America 2,690 = - - 7,706 11,188
31 December 1998 | Africa and Asia 57 - . - - 3,837
Cash - - - 2,744 2,744
Treasury bills 4,5-5 1,000 1,660 - - - - 2,660
; | 20,807 207, 12,23 196, : :
Due from banks 37 52,289 2,403 - - - 54,692 s s 7,998 4 96,058 17,762 ____13_ :_3?1
Loans and advances 5-14 57,044 15,874 3,847 45,609 41,391 4241 168,006
Other assets - x . . 3 - 3,008 3,008 !
Investments 4-9 1,445 500 172 5,919 a 1 8,037 | 31 December 1998
Fixed assets N . . . . s 3,818 3,818 Sultanate of Oman 30,139 177,457 7,912 175,503 - 21,921
| Other GCC countries 10,677 - 124 - 6,562 2,769
' Europe & N. America 13,859 - 1 - 16,138 14,857
Total assets 111,778 20,437 4,019 51,528 41,391 13,812 242,965 At anid Asle 17 B . } ) 2518
1 54,692 177,457 8,037 175,503 22,700 42,165
Deposits and other Sa =il sEEEEEEEE
Accounts 1-11 97,125 51331 15358 | ) n,e8s 175503 ()  Customer concentrations
J - c B - 70 22,700 ‘ 5 s
Due to banks 5-7 22,330 3 ! Assets Liahilities
Other liabilities - - - . - - 6,466 6,466
Proposed dividend - - - - - + 4,480 4,480 Deposits
Shareholders’ equity - i - s = - 33,816 33,816 Gross loans and
Due from and Investment other Dueto  Contingent
Total liabilities & hanks advances  securities accounts banks liabilities
Dlal.(IbINIES RO’000 RO’000 RO’000 RO’000 RO’000 RO’000
Shareholders’ equity 119,455 51,331 15,358 - - 56,821 242,965
31 December 1999
Personal - 85,522 - 68,138 - 386
b h 7,677 30,894) (11,339 51,628 41391 (43,009 Corporate 20,807 121,321 2,095 63,170 17,762 42,578
On-talance eest gap (7:677] (S0804)  (11,339) 14a,008) Government - 1,155 10,139 64,750 . 47
Cumulative interest
sensitivity gap (7,677) (38,571) (49,910) 1,618 43,009 5 - 20,807 207,998 12,234 196,058 17,762 43,381
31 December 1998
Personal - 76,134 - 37,244 - 505
| Corporate 54,692 101,082 1,446 73,888 22,700 41,366
Government - 241 6,591 64,371 - 294
(i) Treasury bills - local 1999 1998
RO’000 RO'000
54,692 177,457 8,037 175,503 22,700 42,165
90 days and below 10,970 2,660
91 days to 120 days . . &
121 days to 182 days 9,750
20,720 2,660
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NOTES (forming part of the financial statements)

Analysis of assets and liabilities (continued)

Economic sector concentrations

31 December 1999
Personal

International trade
Construction
Manufacturing
Wholesale & retail trade
Communication and utilities
Financial services
Government

Other services

Others

31 December 1998
Personal

International trade
Construction
Manufacturing
Wholesale & retail trade
Communication and utilities
Financial services
Govemment

Other services

Others

Foreign curtency exposures

Net assets denominated in US Dollars
Net assets denominated in other foreign currencies

Other operating income

Fees and commissions
Foreign exchange
Investment securities
Others

Assets Liabilities
Gross loans Deposits and Contingent
and advances other accounts liabilities
RO'000 RO’000 RO’000
85,522 68,138 386
22,636 3,1 6,351
16,562 3,248 9,765
15,900 7,715 9,493
7,864 2,463 1,359
11,501 1,503 666
10,060 2,869 1,400
1,155 64,750 M7
8,961 33,719 5,096
27,837 8,542 8,448
207,998 196,058 43,381
76,134 37,244 505
11,764 5,167 4173
6,342 3,314 8,721
6,720 1,274 8,016
5,558 488 1,547
9,142 1,382 2,159
10,683 5,379 1,266
24 64,371 294
14,300 30,584 4,891
36,573 26,300 10,593
177,457 175,503 42,165
1999 1998
RO’000 RO'000
6,312 12,031
420 314
6,732 12,345
Year ended Year ended
31 December 31 December
1999 1998
RO’000 RO'000
759 930
253 246
750 530
1,352 1,045
3,114

2,751

16

17

NOTES (forming part of the financial statements)

Staff and administration costs

Salaries and allowances
Other personnel costs
Occupancy costs
Communication costs
Data processing
Professional charges
Training and scholarship costs
Advertising and promotion
Fees and subscription
Insurance

Travel and entertainment
Printing and stationery
Correspondent charges
Commissicn

QOthers

Income tax

{a) Income tax expense
Compenents of tax expanse:
Current tax expense

Deferred tax credit relating to the origination and
reversal of temporary differences

Deferred tax income resulting from increase in fax rate

Tax expense

The Bank is liable to income tax for the year 1999 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 (for the year 1998 at the rate of 5% and 7.5% on taxable profits in
axcess of RO 30,000 and RO 200,000 respectively). The fallowing is a reconciliation of income taxes calculated at the

applicable tax rate with the income tax expense:

Year ended
31 December
1999

RO’000

Year ended
31 December
1999

RO’ 000

Year ended
31 December
1998

RO'000

670

Year ended
31 December
1998

RO’ 000
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NOTES (forming part of the financial statements)

Income tax (continued)

Accounting profit for the year

Tax liability at the rates mentioned above

Differences attributable to the tax effect of items
that are not deductible/assessable in determining taxable profit

Differences attributable to the tax effect of deductible
temporary differences originating in 1998 not recognised as
a deferred tax asset in 1998.
Increase in deferred tax asset due to increase in tax rate
Confingency
Incoma tax expense
(b} Temporary differences which give rise to deferred tax
assets are as follows:
Depreciation

Provision for loan losses
Provision for permanent diminution in value of investments

Total deferred tax asset

(c) The Bank's assessments for the tax years 1995 to 1998 have not yet been finalised with the Department of Taxation
Affairs at the Ministry of Finance. The Board of Directors believe that additional taxes, if any, in respect of open tax

Year ended
31 December
1999

RO’000

12

(72)

1999
RO’000
35

288

56

assessments would not be material to the Bank’s financial position.

Year ended
31 December
1998

RO'000

(25)

1998

28
92

18

19

20

NOTES (forming part of the financial statements)

Related party transactions

In the ordinary course of business, the Bank conducts transactions on commercial terms with its Directors and Members, and

companies in which they have significant interests. The aggregate amount of balances with such related parties is:

1999
RO'000
Loans and advances 16,085
Deposits and other accounts 8,674
Customers' liability under documentary credits,
guarantees and other commitments 719
Single borrower and senior members
Single horrower
{a) Number of customers: 1 (1998: 1)
(b) Total exposure:
Direct 3,760
Indirect (off-balance sheet items) 10,308
Senior members
(a) Number of members: 28 (1998: 20)
{b) Total exposure:
Direct 16,085
Indirect 719

Excess over limits as specified by the Central Bank of Oman for Single Borrower and Senior Members are secured by cash

collaterals, pledge of Government Development Bonds or risk participation arrangements with other commercial banks.

Earning per share

The calculation of basic earnings per share is based on profit for the year attributable to ordinary shareholders in the
amount of RO 5,463,000 (1998: RO 5,083,000) and 32,000,000 shares (1998: 32,000,000 shares) outstanding during

the year.

1998
RO'000

17,835
618

342

6,417

17,835
342




ANNUAL

REPORT

1999

21

22

NOTES (forming part of the financial statements)

Retirement benefit costs

Government of Oman Social Insurance Scheme (“the Scheme”)

The Bank contributes to the Scheme for all Omani employees. The Scheme, which is a defined contributions retirement
plan, is administered by the Government of Oman. The Bank and Omani employees are required to make monthly
contributions to the Scheme based on fixed percentages of basic salaries. During the year ended 31 December 1999,
the Bank’s contributions to the Scheme ameunted to approximately RO 108,062 (1998: RO 99,122).

Non-Omani employee terminal benefits

The provision for end of service benefits for non-Omani employees is made in accordance with the requirements of the
Omani Labour Law of 1973. This is an unfunded defined benefits retirement plan. Employees are entitlad to benefits
based on length of service and final remuneration. Accrued staff terminal benefits are payable on termination of
employment. The cost of providing these benefits is charged as an expense and for the year ended 31 December 1999
amounts to approximately RO 43,000 (1998: RO 33,000).

Fair value information

The Management has compared the estimated fair values of all on- and off-balance sheet financial instruments with
their respective book values as at 31 December 1999. The financial instruments are accounted for by the Bank
principally under the historical cost method. By contrast the fair value represents the amount at which an asset could
be exchanged, or a liability settled, in a transaction between knowledgeable, wiling parties in an arm’s length
transaction. Differences therefore can arise between book values under the histerical cost method and fair value
estimates. Underlying the definition of fair value is the presumption that the Bank is a going concern without any
intention or requirement to curtail materially the scale of its operation or to undertake a transaction on adverse terms.
The estimates of fair value are based on relevant information available to Management as at 31 Decemnber 1999. While
Management uses its best judgement in estimating the fair value of financial instruments, thers are inherent
weaknesses in any estimation technique. Many of the estimates involve uncertainties and matters of significant
judgement and cannot be determined with precision. Changes in Management's undetlying assumptions could

significantly affect these estimates.

Based on the valuation methodology outlined below, the fair values of all on- and off-balance sheet financial instruments
at 31 December 1999 are considered by the Management not to be materially different to their book valuss:

a) Loans and advances

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.

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 reflact provisioning percentages prescribed by the Central Bank of Oman for classified loans

and advances.
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NOTES (forming part of the financial statements)

Fair value information (continued)

b) Quoted Investment securities
The fair value of quoted investment securities is based on quoted market prices at the year end.

The Board of Directors of the Bank has reviewed the financial position of these investments, their industry
positioning, the economic outiook in general and other underlying evidence supporting the carrying value of long-
term investment securities at 31 December 1999 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 bsen
written down to fair value (see note 5).

c) Other on-balance sheet financial instruments
The fair values of all other on-balance sheet financial instruments, except the amount receivable from 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 carrying amount as the Management
believes that this amount is fully recoverable.

d) 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 balance sheet 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 centracts are included in the book values of Other assets and Other liabilities.

Capital adequacy

The ratio of equity to risk weighted assets as formulated by the Basle Committee for the year ended 31 December 1999
is 16.45% (1998: 18.19%).

Comparative figures

Certain comparative figures have been reclassified to conform with the presentation adopted in these financial
statements.

Translation into US Dollars
The Bank maintains its accounting records in Rials Omani. The US Dollar amounts which are presented for information

purposes only have been translated from Rials Omani into US Dollars at the exchange rate of 0.385 Rial Omani to each
US Dollar.
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SCHEDULE 1 Tangible fixed assets for the year ended 31 December 1999
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Cost

As at 1 January 1999
Additions
Disposals/adjustments

As at 31 December 1999

Depreciation

As at 1 January 1999

Charge for the year

Disposals/adjustments

As at 31 December 1999

Net book value

At 31 December 1999

At 31 December 1998

Capital
Freehold Furniture and Motor ~ Computer work-in-
Land  Buildings fixtures vehicles  equipment progress Total
RO'000 RO’000 RO'000 RO'000 RO'000 RO'000 RO'000
140 2,158 1,344 236 1,933 21 5,832
161 51 188 400
(295) 289 (10) 17 {17) (16)
140 1,863 1,794 277 2,138 4 6,216
145 578 141 1,150 2,014
64 294 60 372 790
(5) (10) (15)
209 867 191 1,622 2,789
140 1,654 927 86 616 4 3,427
140 2,013 766 95 783 21 3,818
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