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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2017

Unaudited Audited Unaudited

31 March 2017

31 December 

2016 31 March 2016

Notes RO' 000 RO' 000 RO' 000
ASSETS

Cash and balances with Central Banks 796,806 1,041,572 2,546,979

Due from banks 477,260 526,615 987,725

Loans and advances 3 7,102,098       7,102,323 6,917,473

Islamic financing receivables 3 902,416 855,007 664,869

Other assets 179,762 162,323 176,767

Investments securities:

- Fair value through profit or loss 4a 51,005 50,996 51,252 

- Available for sale 4b 393,873 395,327 441,267

- Held to maturity 4c 860,134 563,601 962,562

Investment in an associate 5 46,986 48,074 46,068

Property and equipment 71,918 74,232 76,401

10,882,258     10,820,070      12,871,363
LIABILITIES AND EQUITY

LIABILITIES

Deposits from banks 827,559 831,792 2,955,097

Customers' deposits 6 6,813,038 6,694,808 6,974,478

Islamic customers' deposits 6 780,287 762,919 677,854

Euro medium term notes 383,886 383,595 192,202

Mandatory convertible bonds 32,416 64,380 64,380

Other liabilities 335,792 337,356 342,277

Taxation 17,324 33,030 11,280

Subordinated liabilities 134,450 165,450 240,450

9,324,752 9,273,330 11,458,018

EQUITY
Equity attributable to equity holders of parent:

Share capital 7 270,936 249,625 249,625

Share premium 7 509,377 486,242 486,242

General reserve 244,808 244,808 169,808

Legal reserve 83,208 83,208 76,394

Revaluation reserve 5,305 5,305 5,305

Subordinated loan reserve 96,690 96,690 138,600

Cash flow hedge reserve (424) (301) (1,663)

Cumulative changes in fair value 16,233 19,234 19,716

Foreign currency translation reserve (1,861) (1,966) (1,668)

Retained profit 333,234 363,895 270,986

TOTAL EQUITY 1,557,506 1,546,740 1,413,345

TOTAL LIABILITIES AND EQUITY 10,882,258 10,820,070 12,871,363

Net assets per share (in RO) 0.575 0.620 0.566 

Contingent liabilities and commitments 8 2,929,156 2,988,489 3,003,890

The interim condensed consolidated financial statements were approved by the Board of Directors on 23 April 2017.

The attached notes 1 to 20 form part of these interim condensed consolidated financial statements
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE THREE MONTHS ENDED 31 MARCH 2017

Unaudited Unaudited
31 March 2017 31 March 2016

RO' 000 RO' 000

CASH FLOWS FROM OPERATING ACTIVTIES

Profit for the period before taxation 52,145 49,457

Adjustments for :

Share of results from an associate (495) 218

Depreciation 3,249 3,199

Impairment for investments 638 3,207

Impairment for credit losses 18,339 16,949

Impairment for due from banks 150 150

Recoveries from impairment for credit losses (8,844) (5,396)

Profit on sale of equipment -                    11

Profit on sale of investments (1,582) (1,158)

Dividend income (911) (1,748)

Operating profit before working capital changes 62,689 64,889

Due from banks (260,645) 146,211

Loans and advances (8,484) (232,407)

Islamic financing receivables (48,195) (31,237)

Other assets (17,340) (8,632)

Deposits from banks 86,064 61,727

Customers' deposits 118,499 234,233

Islamic customer deposits 17,368 52,721

Certificates of deposit -                    -                    

Euro medium term notes -                    -                    

Other liabilities (1,665) (25,420)

Cash generated from operating activities (51,709) 262,085

Income taxes paid (23,624) (23,000)

Net cash generated from operating activities (75,333) 239,085

CASH FLOWS FROM INVESTING ACTIVTIES
Dividends from an associate 1,611 1,610                 
Dividends received 911 1,748                 
Net movement in investments (29,632) (22,760)              
Net movement in property and equipment (935) (2,990)                
Net cash used in investing activities (28,045) (22,392)

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid (62,406) (57,295)
Subordinated loan paid (31,000) -                    
Net cash used in financing activities (93,406) (57,295)

NET CHANGE IN CASH AND CASH  EQUIVALENTS (196,784) 159,398
Cash and cash equivalents at 1 January 1,369,008 1,371,923
CASH AND CASH EQUIVALENTS AT 31 March 1,172,224 1,531,321

Cash and cash equivalent comprises of the following: RO' 000 RO' 000

Cash and balances with Central Banks 796,306 2,546,479

Due from banks 701,049 883,331

Treasury bills 112,429 697,019

Deposits from banks (437,560) (2,595,508)

1,172,224 1,531,321

The attached notes 1 to 20 form part of these interim condensed consolidated financial statements
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE THREE MONTHS ENDED 31 MARCH 2017

Share 

capital

Share 

premium

General 

reserve

Legal 

reserve

Revaluation 

reserve

Subordinated 

loan reserve

Cash flow 

hedge 

reserve

Cumulative 

changes in 

fair value

Foreign 

currency 

translation 

reserve

Retained 

profit Total
RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Balance at 1 January 2017 249,625 486,242 244,808 83,208 5,305 96,690 (301) 19,234 (1,966) 363,895 1,546,740

Profit for the period -             -             -             -             -              -                 -             -             -              44,227 44,227
Share of other comprehensive income of an 

associate -             -             -             -             -              -                 -             22               6                  -             28

Other comprehensive (expense) income -             -             -             -             -              -                 (123) (3,023) 99 -             (3,047)

Total comprehensive income -             -             -             -             -              -                 (123) (3,001) 105 44,227 41,208

Dividends paid -             -             -             -             -              -                 -             -             -              (62,406) (62,406)

Issue of bonus shares 12,482 -             -             -             -              -                 -             -             -              (12,482) -             

Conversion of mandatory convertible bonds 8,829 23,135 -             -             -              -                 -             -              -             31,964

Balance at 31 March 2017 (unaudited) 270,936 509,377 244,808 83,208 5,305 96,690 (424) 16,233 (1,861) 333,234 1,557,506

Share 

capital

Share 

premium

General 

reserve

Legal 

reserve

Revaluation 

reserve

Subordinated 

loan reserve

Cash flow 

hedge 

reserve

Cumulative 

changes in 

fair value

Foreign 

currency 

translation 

reserve

Retained 

profit Total
RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Balance at 1 January 2016 229,183 464,951 169,808 76,394 5,305 138,600 (718) 19,264 (1,820) 295,992 1,396,959

 Profit for the period -             -             -             -             -              -                 -             -             -              43,747 43,747
 Share of other comprehensive expense of an 

associate -             -             -             -             -              -                 -             149 1 -             150

 Other comprehensive expense -             -             -             -             -              -                 (945) 303 151 -             (491)

Total comprehensive income -             -             -             -             -              -                 (945)           452             152             43,747        43,406

Dividends paid -             -             -             -             -              -                 -             -             -              (57,295)       (57,295)       

Issue of mandatory convertible bonds 8,984          21,291        -             -             -              -                 -             -             -              -             30,275        

Issue of bonus shares 11,458        -             -             -             -              -                 -             -             -              (11,458)       -             

 Balance at 31 March 2016 (unaudited) 249,625 486,242 169,808 76,394 5,305 138,600 (1,663) 19,716 (1,668) 270,986 1,413,345

Appropriations to legal reserve and sub-ordinated loan reserve are made on an annual basis.

The attached notes 1 to 20 form part of these interim condensed consolidated financial statements
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS ENDED 31 MARCH 2017

Unaudited Unaudited
 -for three months ended-

31 March 

2017

31 March 

2016

Notes RO' 000 RO' 000

Interest income 9 91,887 86,136

Interest expense 10 (28,780) (23,969)

Net interest income 63,107 62,167

Income from Islamic financing / investment 9 11,029 8,285

Distribution to depositors 10 (4,671) (2,415)

Net income from Islamic financing 6,358 5,870

Net interest income and income from  Islamic financing 69,465 68,037

Commission and fee income (net) 11 23,627 23,512

Other operating income 12 13,364 16,478

OPERATING INCOME 106,456 108,027

OPERATING EXPENSES

Other operating expenses (41,275)       (40,243)

Depreciation (3,249) (3,199)

(44,524) (43,442)

Impairment for due from banks (150) (150)

Impairment for credit losses 3 (18,339) (16,949)

Recoveries from impairment for credit losses 3 8,844 5,396

Impairment for investments (638) (3,207)

Share of results from an associate 5 495 (218)

(54,312) (58,570)

PROFIT BEFORE TAXATION 52,144 49,457

Tax expense (7,917) (5,710)

PROFIT FOR THE PERIOD 44,227 43,747

OTHER COMPREHENSIVE (EXPENSE) INCOME

Net other comprehensive income (expense) to be reclassified to 

profit or loss in subsequent periods, net of tax

Translation of net investments in foreign operations 99 151

Share of other comprehensive income (expense) of an associate 28 150

Change in fair value of investments (3,023) 303

Change in fair value of cash flow hedge (123) (945)

OTHER COMPREHENSIVE (EXPENSE) INCOME FOR THE PERIOD (3,019) (341)

TOTAL COMPREHENSIVE  INCOME FOR THE PERIOD 41,208 43,406

Total comprehensive income for the period attributable to

Equity holders of Parent Company 41,208 43,406

Profit attributable to

Equity holders of Parent Company 44,227 43,747

Earnings per share (in RO)

- Basic and diluted 13 0.016 0.016

Items in other comprehensive income are disclosed net of tax.

The attached notes 1 to 20 form part of these interim condensed consolidated financial statements
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

1. LEGAL STATUS AND PRINCIPAL ACTIVITIES

bank muscat SAOG (the Bank or the Parent Company ) is a joint stock company incorporated in the
Sultanate of Oman and is engaged in commercial and investment banking activities through a network
of 154 branches (31 March 2016 : 154 branches) within the Sultanate of Oman and one branch each in
Riyadh, Kingdom of Saudi Arabia and Kuwait . The Bank has representative offices in Dubai , United Arab
Emirates, Singapore and Tehran , Iran. The Bank has a subsidiary in Riyadh , Kingdom of Saudi Arabia .
The Bank operates in Oman under a banking license issued by the Central Bank of Oman (CBO) and is
covered by its deposit insurance scheme . The Bank has its primary listing on the Muscat Securities
Market.

The Bank employed 3,732 employees as of 31 March 2017 (31 March 2016: 3,697 employees).

During 2013, the Parent Company inaugurated "Meethaq Islamic banking window " (“Meethaq”) in the
Sultanate of Oman to carry out banking and other financial activities in accordance with Islamic Shari’a
rules and regulations . Meethaq operates under an Islamic banking license granted by the CBO on 13
January 2013. Meethaq’s Shari’a Supervisory Board is entrusted to ensure Meethaq 's adherence to
Shari’a rules and principles in its transactions and activities . The principal activities of Meethaq include :
accepting customer deposits ; providing Shari 'a compliant financing based on various Shari 'a compliant
modes; undertaking Shari'a compliant investment activities permitted under the CBO 's Regulated Islamic
Banking Services as defined in the licensing framework . As of 31 March 2017, Meethaq has 17 branches
(March 2016 - 17 branches) in the Sultanate of Oman.

2. BASIS OF PREPARATION AND ACCOUNTING POLICIES

The unaudited interim condensed consolidated financial statements for the three month period ended 31
March 2017 of the Bank are prepared in accordance with International Accounting Standard (IAS) 34,
'Interim Financial Reporting ', applicable regulations of the Central Bank of Oman (CBO) and the Capital
Market Authority (CMA).

For the period ended 31 March 2017, the Group has adopted all of the new and revised standards and
interpretations issued by the International Accounting Standards Board (IASB) and the International
Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant to its operations and
effective for periods beginning on 1 January 2017. The adoption of new and revised standards and
interpretations has not resulted in any major changes to the Group’s accounting policies and has not
affected the amounts reported for the current and prior periods.

The unaudited interim condensed consolidated financial statements do not contain all information and
disclosures required for full financial statements prepared in accordance with International Financial
Reporting Standards . In addition , results for the three month period ended 31 March 2017 are not
necessarily indicative of the results that may be expected for the financial year 2017.

_____________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

2. BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)

The unaudited interim condensed financial statements have been prepared on the historical cost basis,
modified to include the revaluation of freehold land and buildings and the measurement at fair value of
derivative financial instruments, available-for-sale investment securities and investment recorded at fair
value through profit or loss. The carrying values of recognised assets and liabilities that are designated
as hedged items in fair value hedges that would otherwise be carried at amortised cost are adjusted to
record changes in the fair values attributable to the risks that are being hedged in effective hedge
relationships.

The Islamic window operation of the Parent Company; "Meethaq" uses Financial Accounting Standards
("FAS"), issued by Accounting and Auditing Organisation for Islamic Financial Institutions ("AAOIFI"), for
preparation and reporting of its financial information. Meethaq's financial information is included in the
results of the Bank, after adjusting financial reporting differences, if any, between AAOIFI and IFRS.

The functional currency of the Bank is the Rial Omani (RO). These unaudited interim condensed
consolidated financial statements of the Bank are prepared in Rial Omani, rounded to the nearest
thousands, except as indicated.

_____________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

3. LOANS AND ADVANCES / ISLAMIC FINANCING RECEIVABLES
Conventional banking

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Corporate loans 3,789,312 3,804,264 3,763,138

Overdrafts and credit cards 224,236 219,066 268,466

Loans against trust receipts / Other advances 512,656 557,315 547,776

Bills purchased and discounted 37,981 22,081 27,048

Personal and housing loans 2,847,343 2,798,849 2,610,743

7,411,528 7,401,575 7,217,171
Provision for impairment (309,430) (299,252) (299,698)

7,102,098 7,102,323 6,917,473

Islamic financing receivables

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Housing finance 415,028 389,515            342,738

Corporate finance 459,431 436,990            289,946

Consumer finance 43,223 43,140              44,029

917,682 869,645 676,713
Provision for impairment (15,266) (14,638)             (11,844)

902,416 855,007 664,869

Movement in provision for impairment is analysed below:

Impairment for credit losses

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

1 January 292,237 274,782            274,782

Provided during the period / year 18,339 70,288 16,949

Released during the period / year (7,700) (28,698) (4,910)

Written off during the period / year (1,508) (2,281) (728)

Transfer to memorandum portfolio -                    (23,021) 250

Transfer from memorandum portfolio 237 1,218 1
Foreign currency translation difference 25 (51) -                  

At 31 March / 31 December (a) 301,630 292,237 286,344

______________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

3. LOANS AND ADVANCES / ISLAMIC FINANCING RECEIVABLES (continued)

Contractual interest / profit not recognised

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

1 January 21,653 22,925              22,925

Contractual interest not recognised 3,136 13,959              3,331

Contractual interest recovered (1,446) (4,764)               (792)

Written off during the period (323) (962)                 (297)
Transfer from / (to) Memorandum portfolio 46 (9,505)               31

At 31 March / 31 December (b) 23,066 21,653 25,198

Total impairment (a) + (b) 324,696 313,890 311,542

The maturity profile of loans and advances / Islamic financing receivables was as follows

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

On demand or within 3 months 1,874,146 1,977,209 1,942,528

Four months to 12 months 753,670 686,340 667,944

1 to 5 years 1,726,578 1,679,150 1,682,861
More than 5 years 3,650,120 3,614,631 3,289,009

8,004,514 7,957,330 7,582,342

4. NON TRADING INVESTMENTS

4.a. Fair value through profit or loss
Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Quoted debt
Local bonds 49,995             49,995              50,250            
Foreign bonds 1,010                1,001                1,002              

51,005             50,996              51,252            

Total impairment above includes impairment for off-balance sheet exposure as well. Interest / Profit is reserved on loans
and advances / Islamic financing receivables which are impaired. 

Recoveries during the period of RO 8,844 thousands (31 March 2016: RO 5,396 thousands) include RO 1,144 thousands
(31 March 2016: RO 486 thousands) recovered from loans written off earlier.

At 31 March 2017, loans and advances / Islamic financing on which contractual interest is not accrued or has not been
recognised were RO 242.7 million (31 March 2016 : RO 220.2 million).

______________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

4. NON TRADING INVESTMENTS (continued)
4.b. Available for sale

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Quoted equity
Foreign securities 34,244             48,726              39,434            

Other services sector 19,704             21,108              22,108            

Unit funds 19,990             10,444              10,063            

Financial services sector 5,942               5,913                5,993              

Industrial sector 3,924               3,607                1,392              

Quoted debt
Government bonds 242,739           243,581            282,818          

Foreign bonds 18,721             23,461              31,716            

Treasury bills 10,327             -                   -                 

Local bonds 217                   217                   329                 

Total quoted investments 355,808           357,057            393,853          

Unquoted equity
Foreign securities 10,939             11,081              13,168            
Local securities 18,729             19,548              21,388            

Unit funds 703                   789                   794                 

Unquoted debt
Local bonds 19,678             20,272              25,279            

Total unquoted investments 50,049             51,690              60,629            

Total available for sale investments 405,857           408,747            454,482          
Impairment losses on investments (11,984)            (13,420)             (13,215)           

393,873           395,327            441,267          

4.c. Held to maturity
Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Quoted bonds 142,788           113,749            77,962            
Unquoted investments

Treasury bills 701,049 433,514 883,331           

Bonds / equities 16,297             16,338              1,269              
717,346           449,852            884,600          

860,134           563,601            962,562          

During the period ended 31 March 2017, the Bank recorded an impairment loss of RO 638 thousands (31 March 2016 : 
RO 3,207 thousands) and disposed investments on which impairment loss of RO 2,074 thousands (31 March 2016 : RO 
862 thousands) was earlier recorded.

In the case of equity investments classified as available-for-sale, a significant or prolonged decline in the value of the 
security below its cost is also evidence that the assets are impaired.  A decline in value of security below its cost over 
twenty percent is considered significant.  Further, a decline in value of security below its cost for a continuous period of 
twelve months is considered prolonged.

______________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

5. INVESTMENT IN AN ASSOCIATE
The carrying value of Bank's investment in Al Salam Bank is as set out below:

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

At 1 January 48,074 47,746 47,746            

Share of results for the period / year 495 1,727 (218)               

Share of other comprehensive income 28 211 150

Dividend received (1,611) (1,610) (1,610)

At 31 March / December 46,986             48,074              46,068            

6. CUSTOMERS' DEPOSITS

Conventional customers' deposits

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Current accounts 2,029,329 1,786,760 2,101,757

Call accounts 297,465 334,957 289,810

Savings accounts 2,426,626 2,362,820 2,334,346

Time deposits 2,003,235 2,165,481 2,200,820
Other 56,383 44,790 47,745

6,813,038 6,694,808 6,974,478

Islamic customers' deposits

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Current accounts 86,883 93,071 77,242

Savings accounts 101,923 93,457 74,275

Time deposits 467,575 451,738 437,568
Other 123,906 124,653 88,769

780,287 762,919 677,854

The maturity profile of customer's deposits was as follows:
Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

On demand or within 3 months 1,475,321 1,481,551 1,610,021

Four months to 12 months 1,808,590 1,639,870 1,929,332

1 to 5 years 2,985,642 3,131,492 2,619,674
More than 5 years 1,323,772 1,204,814 1,493,305

7,593,325 7,457,727 7,652,332

______________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

7. SHARE CAPITAL

Shareholders of the Bank who hold 10% or more of the bank's shares are given below:

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Number of shares held
Royal Court Affairs 640,144,235    589,844,518      589,844,518    

Dubai Financial Group LLC 335,147,759    308,669,563      308,669,563    

% of shareholding
Royal Court Affairs 23.63% 23.63% 23.63%

Dubai Financial Group LLC 12.37% 12.37% 12.37%

8. CONTINGENT LIABILITIES

Unaudited Audited Unaudited

31 March 2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

Letters of credit 642,407 715,569 724,563
Guarantees 2,286,749 2,272,920 2,279,327

2,929,156        2,988,489          3,003,890        

In the Bank's annual general meeting held on 19 March 2017 the shareholders approved a dividend of 30%, 25% in the 
form of cash and 5% in the form of bonus shares. Thus shareholders received cash dividend of RO 0.025 per ordinary 
share of RO 0.100 each aggregating to RO 62.406 million on Bank’s existing share capital. In addition, they received 
bonus shares in the proportion of one share for every 20 ordinary shares aggregating to 124,812,512 shares of RO 0.100 
each amounting to RO 12.482 million.

During March 2017, the Bank converted a portion of its mandatory convertible bonds issued in 2014 into share capital. 
The conversion amounting to RO 31.964 million was credited to the share capital and share premium amounting to RO 
8.829 million and RO 23.135 million, respectively.

______________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

9. INTEREST INCOME / INCOME ON ISLAMIC FINANCING / INVESTMENT

Unaudited Unaudited

31 March 2017 31 March 2016
RO' 000

Loans and advances 85,464             79,304              

Due from banks 2,495               3,454                
Investments 3,928               3,378                

91,887             86,136              

Islamic financing receivable 10,475             7,717                

Islamic due from banks 4                       53                    
Islamic investment 550                   515                   

11,029             8,285                

102,916           94,421              

10. INTEREST EXPENSE / DISTRIBUTION ON ISLAMIC DEPOSITS
Unaudited Unaudited

31 March 2017 31 March 2016
RO' 000 RO' 000

Customer's deposits 19,793             16,780              

Subordinated liabilities/manadatory convertible bonds 2,619               4,823                

Bank borrowings 3,014               1,271                
Euro medium term notes 3,354               1,095                

28,780             23,969              

Islamic customers deposits 3,772               2,234                
Islamic bank borrowings 899                 181                  

4,671               2,415                
33,451           26,384              

11. COMMISSION AND FEES INCOME (NET)

12. OTHER OPERATING INCOME
Unaudited Unaudited

31 March 2017 31 March 2016
RO' 000 RO' 000

Foreign exchange 8,091 11,720

Profit on sale of investment securities 1,582 1,158

Dividend income 911 1,748
Other income 2,780 1,852

13,364 16,478

-for three months ended-

-for three months ended-

-for three months ended-

The commission and fees shown in the interim condensed consolidated statement of comprehensive 
income is  net off commission and fees paid of RO 344 thousands (31 March 2016 : RO 259 
thousands).

______________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

13. EARNINGS PER SHARE

Unaudited Unaudited

31 March 2017 31 March 2016
RO' 000 RO' 000

Profit attributable to ordinary shareholders of parent company for 
diluted earnings per share (RO 000's) 44,227               43,747                
Interest on convertible bonds, net of taxation (RO 000's) 502                     827                     

44,729               44,574                

Weighted average number of shares in issue during the period (000's)
2,737,376          2,752,755            

Basic and diluted earnings per share (RO) 0.016                  0.016                  

14. RELATED PARTY TRANSACTIONS

Unaudited Audited Unaudited

31 March 2017
31 December 

2016 31 March 2016
RO' 000 RO' 000 RO' 000

a) Directors and senior management
Loans and advances (gross) 4,152                4,445                 3,924                 

Provision and reserve interest -                    -                    -                    

Loans and advances (net) 4,152 4,445 3,924

Current, deposit and other accounts 1,094                646                   800
Customers' liabilities under documentary credits, guarantees 
and other commitments -                    -                    2                       

b) Major shareholders and others
Loans and advances (gross) 35,210              33,922               33,053               

Provision and reserve interest (8,613) (8,570) (8,483)

Loans and advances (net) 26,597 25,352 24,570

Current, deposit and other accounts 74,153              60,903               57,125
Customers' liabilities under documentary credits, guarantees 
and other commitments 5,069                9,167                 12,809               

Unaudited Unaudited

31 March 2017 31 March 2016
RO' 000 RO' 000

a) Directors and senior management

Interest income 43                     52                     
Interest expenditure 9                       6                       

b) Major shareholders and others

Interest income 318                   379                   
Interest expenditure 417                   72                     

Basic earnings per share are calculated by dividing the profit attributable to ordinary shareholders (after adjusting for interest on the 
convertible bonds, net of tax) for the period by the weighted average number of ordinary shares oustanding during the period as follows:

In the ordinary course of business, the Group conducts transactions with certain of its directors, shareholders, senior management
and companies in which they have a significant interest. The terms of these transactions are approved by the Bank’s Board and
Management. The balances in respect of related parties included in the interim condensed consolidated statement of financial
position as at the reporting date are as follows:

The income and expenses in respect of related parties included in the interim condensed consolidated financial statements are as
follows:

There are no instruments that are dilutive in nature, hence the basic and diluted earnings per share are same for both the periods.

________________________________________________________________________________________________
____
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

15.DERIVATIVES 

As at 31 March 2017 Positive Negative Notional
fair value fair value total 0-3 months 4-12 months > 12 months

RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Fair value hedge -         2,140     463,268     -                 -                 463,268       

Cash flow hedge -         499        65,450       -                 -                 65,450         

Interest rate swaps 7,891     7,891     268,458     -                3,321            265,137       

Cross currency swap -         144        77,000       -                77,000          -               

Currency options - bought 421        -         59,437       29,974          28,927          536              

Currency options - sold -         421        59,437       29,974          28,927          536              
Commodities purchase contracts 4,109     94          92,823       70,861          21,403          559              
Commodities sale contracts 40          4,002     76,747       65,592          10,596          559              

Forward purchase contracts 342        1,752     1,130,475  865,751        200,884        63,840         

Forward sales contracts 6,374     482        1,137,621  866,977        208,730        61,914         

19,177   17,425   3,430,716  1,929,129     579,788        921,799       

As at 31 December 2016 Positive Negative Notional
fair value fair value total 0-3 months 4-12 months > 12 months

RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Fair value hedge -          2,162       494,391       -                 -                 494,391         

Cash flow hedge -          341         65,450         -                 -                 65,450          

Interest rate swaps 8,726      8,726       257,809       -                 5,812              251,997         

Cross currency swap -          988         115,500       38,500            77,000            -                

Currency options - bought 824         -          47,201         24,292            22,909            -                

Currency options - sold -          826         47,299         24,330            22,969            -                

Commodities purchase contracts 3,366      1,185       74,625         57,206            16,685            734               

Commodities sale contracts 1,247      3,364       72,237         62,572            8,931              734               

Forward purchase contracts 839         736         823,902       485,967          298,311          39,624          

Forward sales contracts 6,706      793         815,888       475,556          301,633          38,699          
21,708     19,121     2,814,302    1,168,423       754,250          891,629         

As at 31 March 2016 Positive Negative Notional
fair value fair value total 0-3 months 4-12 months > 12 months

RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Fair value hedge 805         298         527,454       -                 -                 527,454         

Cash flow hedge -          1,890       65,540         -                 -                 65,540          

Interest rate swaps 14,283     14,270     354,957       38,574            11,025            305,358         

Cross currency swap -          4,331       412,598       190,098          145,500          77,000          

Currency options - bought 179         -          43,535         28,630            14,905            -                

Currency options - sold -          179         43,535         28,643            14,892            -                

Commodities purchase contracts 2,349      1,765       84,282         41,736            41,892            654               

Commodities sale contracts 1,841      2,353       58,630         36,010            21,966            654               

Forward purchase contracts 3,021      1,906       974,410       758,822          199,059          16,529          

Forward sales contracts 5,407      2,652       995,222       763,722          215,303          16,197          
27,885     29,644     3,560,163    1,886,235       664,542          1,009,386      

Notional amounts by term to maturity

Notional amounts by term to maturity

Notional amounts by term to maturity

_________________________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

16. SEGMENTAL INFORMATION 

Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited
31 

March 
2016

31 March 
2016

31 March 
2016

31 March 
2017

31 March 
2017

31 March 
2017

RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000
Total International Oman Oman International Total

86,136 4,704 81,432 Interest income 86,216 5,671 91,887
(23,969) (2,312) (21,657) Interest expense (25,582) (3,198) (28,780)

8,285 -             8,285 Income from Islamic financing 11,029 -              11,029
(2,415) -             (2,415) Distribution to depositors (4,671) -              (4,671)
23,512 1,340 22,172 Commission and fee income (net) 22,150 1,477 23,627
16,478 352 16,126 Other operating income 13,137 227 13,364

108,027 4,084 103,943 102,279 4,177 106,456
Segment costs

(40,243) (2,064) (38,179) Other operating expenses (38,879) (2,396) (41,275)
(3,199) (73) (3,126) Depreciation (3,184) (65) (3,249)

(43,442) (2,137) (41,305) (42,063) (2,461) (44,524)
(150) -             (150) Impairment for due from banks (150) -              (150)

(16,949) (1,321) (15,628) Impairment for credit losses (14,628) (3,711) (18,339)

5,396 183 5,213
Recoveries from provision for credit 
losses 6,159 2,685 8,844

(3,207) -             (3,207)
Impairment for investments 
available-for-sale (638) -              (638)

(218) (218) -           Share of results from an associate -          495 495
(5,710) (115) (5,595) Tax expense (7,882) (35) (7,917)

(64,280) (3,608) (60,672) (59,202) (3,027) (62,229)

43,747 476 43,271
Segment profit (loss) for the 
year 43,077 1,150 44,227
Other information

12,871,363 713,915 12,157,448 Segment assets 10,080,658 801,600 10,882,258

Management has determined the operating segments based on the reports reviewed by the executive committee that are
used to make strategic decisions. The committee considers the business from both a geographic and product perspective.
Geographically, management considers the performance of whole bank in Oman and International markets. The Oman

market is further segregated into corporate, consumer, wholesale and Islamic banking as all of these business lines are
located in Oman. Segment information in respect of geographical locations is as follows:

________________________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

16.    SEGMENTAL INFORMATION (continued)

Corporate Consumer Wholesale International Islamic 
31 March 2017 banking banking banking banking* Subtotal banking Total
(unaudited) RO '000 RO '000 RO '000 RO '000 RO '000 RO '000 RO '000
Segment revenue

Net interest income 26,096       30,901       3,588          2,522            63,107          63,107          

Net income from Islamic financing -                6,358          6,358            

Commission, fees and other income 6,189         17,284       11,531        1,750            36,754          237             36,991          

Operating income 32,285       48,185       15,119        4,272            99,861          6,595          106,456        

Segment costs

Operating expenses (7,367)       (27,118)     (3,963)        (3,085)          (41,533)        (2,991)        (44,524)        

Impairment (net) (4,966)       (2,727)       (938)           (1,026)          (9,657)          (626)           (10,283)        

Share of results of an associate 495               495               495               

Tax expense (3,071)       (2,839)       (1,530)        (30)                (7,470)          (447)           (7,917)          

(15,404)     (32,684)     (6,431)        (3,646)          (58,165)        (4,064)        (62,229)        

Segment profit for the year 16,881       15,501       8,688          626               41,696          2,531          44,227          

Segment assets 4,009,101 2,945,954 1,994,018  803,212        9,752,285    1,129,973  10,882,258  

Corporate Consumer Wholesale International Islamic 
31 March 2016 banking banking banking banking* Subtotal banking Total
(unaudited) RO '000 RO '000 RO '000 RO '000 RO '000 RO '000 RO '000
Segment revenue

Net interest income 23,626         31,181         4,936           2,424             62,167           -               62,167            

Net income from Islamic financing -              -              -               -                 -                5,870           5,870             

Commission, fees and other income 5,346          16,794         15,481         1,740             39,361           629              39,990            

Operating income 28,972         47,975         20,417         4,164             101,528          6,499           108,027          

Segment costs

Operating expenses (6,619)         (27,432)       (3,835)          (2,629)            (40,515)          (2,927)          (43,442)          

Impairment (net) (6,802)         (2,702)         (3,507)          (1,149)            (14,160)          (750)             (14,910)          

Share of results of an associate -              -              -               (218)               (218)               -               (218)               

Tax expense (1,772)         (2,033)         (1,512)          (43)                 (5,360)            (350)             (5,710)            

(15,193)       (32,167)       (8,854)          (4,039)            (60,253)          (4,027)          (64,280)          

Segment profit for the year 13,779       15,808       11,563        125               41,275          2,472          43,747          

Segment assets 3,951,315 2,769,186 4,592,595  715,187        12,028,283  843,080     12,871,363  

Note: * International banking includes overseas operations and cost allocations from Oman opearations

The Group reports the segment information by the following business segments Corporate, Consumer, Wholesale, International and Islamic banking. The
following table shows the distribution of the Group's operating income, net profit and total assets by business segments:

________________________________________________________________________________________________________________
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

17. ASSET LIABILITY MATURITY

The asset and liability maturity profile was as follows

Unaudited Audited Unaudited
31 March 

2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

ASSETS
On demand or within 3 months 3,521,292 3,932,197 6,566,197

Four months to 12 months 1,274,255 946,994 1,056,320
1 to 5 years 2,072,747 1,999,196 1,771,319
More than 5 years 4,013,964 3,941,683 3,477,527

10,882,258 10,820,070 12,871,363
LIABILITIES AND EQUITY
On demand or within 3 months 2,117,644 2,262,801 4,499,559
Four months to 12 months 2,270,602 1,858,238 2,472,067
1 to 5 years 3,612,313 3,946,730 2,927,172
More than 5 years 2,881,699 2,752,301 2,972,565

10,882,258 10,820,070 12,871,363
MISMATCH
On demand or within 3 months 1,403,648 1,669,396 2,066,638
Four months to 12 months (996,347) (911,244) (1,415,747)
1 to 5 years (1,539,566) (1,947,534) (1,155,853)
More than 5 years 1,132,265 1,189,382 504,962

-               -                  -                 

Mismatch represents difference between assets and liabilities for each maturity band. 

18. CAPITAL ADEQUACY

Unaudited Audited Unaudited
31 March 

2017
31 December 

2016
31 March 

2016
RO' 000 RO' 000 RO' 000

 Common Equity Tier I capital 1,440,714     1,408,749          1,301,911         
 Tier I capital 1,440,714     1,408,749          1,301,911         
 Tier II capital 173,713        205,678             219,277            
 Total regulatory capital 1,614,427     1,614,427          1,521,188         

 Total risk weighted assets 9,605,506     9,553,747          9,430,798         
 Of which: Credit risk weighted assets 8,707,329     8,613,971          8,515,987         
 Of which: Market risk weighted assets 163,992        205,591             228,070            
 Of which: Operational risk weighted assets 734,185        734,185             686,741            

 Capital ratios : 
Common Equity Tier 1 15.00% 14.75% 13.80%
Tier 1 15.00% 14.75% 13.80%
Total capital 16.81% 16.90% 16.13%

The following table sets out the capital adequacy position of the Group as per Basel III regulatory requirements

_______________________________________________________________________________________________________



Page 19

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

 19.     FAIR VALUE INFORMATION 

As of 31 March 2017
Loans and 
receivables

Available-
for-sale

Held-to-
maturity

Fair value 
through 
profit or 

loss

Other 
amortised 

cost

Total 
carrying 

value Fair value
RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Cash and balances with 
Central Banks 796,806        -            -            -             -                796,806        796,806        

Due from banks 477,260        -            -            -             -                477,260        477,260        

Loans and advances 7,102,098     -            -            -             -                7,102,098     7,102,098    

Islamic financing receivables 902,416        -            -            -             -                902,416        902,416        

Investment securities -                 393,873    860,134    51,005       -                1,305,012     1,303,129    

9,278,580     393,873    860,134    51,005       -                10,583,592  10,581,709  

Deposits from banks -                 -            -            -             827,559        827,559        827,559        

Customers’ deposits -                 -            -            -             6,813,038     6,813,038     6,813,038    

Islamic customers' deposits -                 -            -            -             780,287        780,287        780,287        

Euro medium term notes -                 -            -            -             383,886        383,886        383,886        

Subordinated liabilities/ 
mandatory convertible bonds -                 -            -            -             166,866        166,866        167,838        

-                 -            -            -             8,971,636     8,971,636     8,972,608    

As of 31 December 2016
Loans and 
receivables

Available-
for-sale

Held-to-
maturity

Fair value 
through 
profit or 

loss

Other 
amortised 

cost

Total 
carrying 

value Fair value
RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Cash and balances with Central 
Banks 1,041,572        -             -             -              -                 1,041,572       1,041,572       

Due from banks 526,615          -             -             -              -                 526,615          526,615          

Loans and advances 7,102,323        -             -             -              -                 7,102,323       7,102,323       

Islamic financing receivables 855,007          -             -             -              -                 855,007          855,007          

Investment securities -                 395,327      563,601      50,996         -                 1,009,924       1,006,673       

9,525,517        395,327      563,601      50,996         -                 10,535,441      10,532,190     

Deposits from banks -                 -             -             -              831,792          831,792          831,792          

Customers’ deposits -                 -             -             -              6,694,808       6,694,808       6,694,808       

Islamic customers' deposits -                 -             -             -              762,919          762,919          762,919          

Euro medium term notes -                 -             -             -              383,595          383,595          383,595          
Subordinated liabilities/ 
mandatory convertible bonds -                 -             -             -              229,830          229,830          233,652          

-                 -             -             -              8,902,944       8,902,944       8,906,766       

 19.     FAIR VALUE INFORMATION (continued)

As of 31 March 2016
Loans and 
receivables

Available-
for-sale

Held-to-
maturity

Fair value 
through 
profit or 

loss

Other 
amortised 

cost
Total 

carrying value Fair Value
RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000 RO' 000

Cash and balances with Central 
Banks 2,546,979        -             -             -              -                 2,546,979       2,546,979       
Due from banks 987,725          -             -             -              -                 987,725          987,725          
Loans and advances 6,917,473        -             -             -              -                 6,917,473       6,917,473       
Islamic financing receivables 664,869          -             -             -              -                 664,869          664,869          
Investment securities -                 441,267      962,562      51,252         -                 1,455,081       1,450,964       

11,117,046      441,267      962,562      51,252         -                 12,572,127      12,568,010     

Deposits from banks -                 -             -             -              2,955,097       2,955,097       2,955,097       
Customers’ deposits / Certificates 
of deposit -                 -             -             -              6,974,478       6,974,478       6,974,478       
Islamic customer deposits -                 -             -             -              677,854          677,854          677,854          
Euro medium term notes -                 -             -             -              192,202          192,202          192,202          
Subordinated liabilities/ 
mandatory convertible bonds -                 -             -             -              304,830          304,830          303,196          

-                 -             -             -              11,104,461      11,104,461      11,102,827     

The fair values of all on and off-balance sheet financial instruments at reporting dates are considered by the Board and Management not to be
materially different to their book values and the related details are set out below:
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2017

19. FAIR VALUE INFORMATION (continued) 

As of 31 March 2017 Level 1 Level 2 Level 3 Total
RO’000 RO’000 RO’000 RO’000

Assets
Derivatives                -        19,177               -         19,177
Fair value through profit or loss       51,005              -                 -         51,005
 Available-for-sale financial assets 

 - Equity securities       71,820 -               30,371     102,191
 - Debt investments     272,004 -               19,678     291,682

Total Assets     394,829      19,177      50,049     464,055
Liabilities
Derivatives                -        17,425               -         17,425

As of 31 December 2016 Level 1 Level 2 Level 3 Total
RO’000 RO’000 RO’000 RO’000

Assets
Derivatives               -         21,708              -          21,708
Fair value through profit or loss        50,996             -                -          50,996
Available-for-sale financial assets

 - Equity securities        76,378 -                31,418      107,796
 - Debt investments       267,259 -                20,272      287,531

Total Assets       394,633       21,708       51,690      468,031
Liabilities
Derivatives               -         19,121              -          19,121

The following table demonstrate the movement of the Group’s level 3 investments:

As of 31 March 2017 Equity Debt Total

RO’000 RO’000 RO’000
At 1 January 2017       31,418       20,272       51,690
Realised gain on sale           102                -            102
Gain from change in fair value          (302)                -          (302)
Additions               -         2,100         2,100
Disposals and redemption          (861)        (2,694)       (3,555)
Exchange differences             14                -              14

30,371 19,678 50,049

As of 31 December 2016 Equity Debt Total
RO’000 RO’000 RO’000

At 1 January 2016       36,863       25,538       62,401
Realised gain on sale         1,342                -         1,342
Gain from change in fair value       (2,621)                -       (2,621)
Additions         1,694       18,025       19,719
Disposals and redemption       (5,854)      (23,291)     (29,145)
Exchange differences             (6)                -               (6)

31,418 20,272 51,690

As of 31 March 2016 Equity Debt Total
RO 000’s RO 000’s RO 000’s

At 1 January 2016       36,863       25,538       62,401
Realised gain on sale           364                -            364
Gain from change in fair value          (516)                -          (516)
Additions           289                -            289
Disposals and redemption       (1,649)          (259)       (1,908)
Exchange differences             (1)                -               (1)

35,350 25,279 60,629

20. Comparative figures
No material corresponding figures for 2016 included for comparative purposes were reclassified

The following table presents the Group’s assets and liabilities that are measured at fair value at the reporting
dates:

At 31 March 2017, 63% (31 March 16: 62%) of level 3 equity securities were valued on basis of latest
available fair valuation and 37% (31 March 16: 38%) were valued on basis of latest available capital account
statements of investee companies received from independent fund managers. Debt investments were carried at
cost. The Group holds adequate provisioning on the above investments.
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