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BANK PROFILE

OUR MISSION
Deliver exceptional and sustainable results to our stakeholders by 
providing superior Shari’a compliant financial solutions.

OUR VALUES

TEAM WORK
We build winning teams that are Results-Focused, driven by what 
creates value for our stakeholders.

INTEGRITY
We conduct our business in an honest, fair and transparent way, 
guided by Shari’a principles. 

EXCELLENCE
We are passionate about being the best in everything we do.
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Dear Shareholders
While Oman mourns the great loss of its wise and 
visionary leader His Majesty Sultan Qaboos bin Said bin 
Taimur, we remain hopeful in the strong legacy he has 
left behind and placed in the able hands of His Majesty 
Sultan Haitham bin Tarik bin Taimur, We pledge our loyalty 
and allegiance to His Majesty as he continues on the path 
towards increased prosperity for the greater good of the 
country.

ECONOMIC OVERVIEW AND OUTLOOK
Globally, 2019 was a very challenging year given the 
sharp slowdown in growth and rise in recession fears, The 
regional and local environment continued to remain tough 
during the year which resulted in lower credit growth and 
had an adverse impact on profitability. 

Local economic conditions also remained challenging, 
resulting in pressure on liquidity and asset quality in the 
banking sector. However, the economic diversification 
initiatives of the Government along with increased 
investment in Duqm and other specialized zones is 
expected to boost economic performance in the medium 
to long term. 

We are expecting a gradual recovery in the economic 
conditions in 2020 with moderate growth in assets, 
stabilization of cost funds and reduction in cost of risk 
for the banks. 

FINANCIAL PERFORMANCE
During the year 2019, the Bank’s asset growth slowed 
due to capital adequacy constraints, limited asset growth 
and pressure on asset quality due to challenging global 
and local economic conditions adversely affected the 
financial results of the Bank for the year ended 31 
December 2019.

The Bank enhanced its provisions against financing 
receivables in compliance with stringent requirements of 
International Financial Reporting Standards. The Board of 
Directors believe that such enhancement of provisions 
while affecting the financial results of the Bank in the 
short run, will place the Bank on a strong footing to 
navigate through the persistent challenges faced by the 
banking sector in the current economic scenario.

The Bank restricted its assets growth due to limitations 
mentioned earlier which resulted in an increase in 
financing receivables by 3.4% only to reach OMR 571.9 
M in 2019 from OMR 553.3 M at the end of 2018. 
However, to maintain the Bank’s liquidity buffer, deposits 
increased by 7.7% to reach OMR 631.4 M compared to 
OMR 586,4 M in 2018.

The Bank’s revenue from financing and investing activities 
increased by 10.3% to OMR 34.0 M in 2019 from OMR 
30.8 M in 2018. The Bank reported a net operating 
profit of OMR 19.0 M but due to enhancement of 
provisions against financing receivable, in accordance with 
the requirements of International Financial Reporting 
Standards (IFRS-9); reported a net loss after tax of OMR 
9.95 M versus net profit after tax of OMR 2.0 M in 2018.

CHAIRMAN’S STATEMENT
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PROPOSED MERGER WITH OMAN ARAB BANK SAOC
Globally and around the region, banks are in various stages of consolidation 
highlighting industry-wide merger and acquisition (M&A) trend, The 
reasons for this trend is that both small and large banks are pursuing 
greater scale and cost efficiencies. 

Hence, growth through M&A has always been an option that was 
consistently being discussed at the Board and senior management level 
of the Bank for a number of years, This strategy resulted in our current 
merger discussions with Oman Arab Bank SAOC since May 2018. After 
due deliberations and financial and legal due diligence, the Board of 
Directors have accepted the final offer from Oman Arab Bank SAOC for a 
proposed merger using an indicative SWAP ratio of around 81%:19% to 
the shareholders of Oman Arab Bank SAOC and Alizz Islamic Bank SAOG 
respectively. This remains subject to approval of the shareholders in an 
Extraordinary General Meeting, the Central Bank of Oman and the Capital 
Market Authority. We believe that the proposed merger will provide 
several short and long term benefits for the shareholders of both banks. In 
addition, the recapitalization of Alizz Islamic Bank as part of the merger 
will help the Bank to pursue its growth aspirations as a separate and fully 
licensed Shari’a compliant Bank.

INVESTING IN OUR PEOPLE AND COMMUNITY
At Alizz Islamic Bank, we firmly believe in investing in our people and 
contributing to the community. The Bank strives to recruit talented and 
ambitious Omani nationals and provide them appropriate training in 
Islamic Banking to prepare them for future leadership roles in line with the 
vision of the Government. It is worth mentioning that the Bank enjoys a 
high Omanisation ratio of 90% and we will endeavor to improve it further.

Throughout the year, our colleagues demonstrated their commitment to 
the communities we serve. This year the number of employee volunteers 
have increased by threefold compared to last year pursuing activities 
related to corporate social responsibility.

The hard work of Alizz Islamic Bank colleagues have created a culture of 
which we can be proud. It is a culture based on a foundation of Islamic 
Finance practicing sound ethics and execution, informed by our mission 
to deliver exceptional and sustainable results for economic prosperity and 
growth.

AWARDS
The Bank received many awards in recognition of its banking services,product 
offerings and service to the community. In 2019 the Bank received the 
award for Best Islamic Bank at the Global Business Outlook Awards 2019. 
Also, as a testament of the exceptional market leading position the Bank 
holds in enhancing customer experience, Alizz Islamic Bank received the 
award for Industry Leadership in Customer Experience at the Alam al-
Iktissad Wal A’mal awards for Best Performing Companies. With regards 
to our outstanding product portfolio, the Tharwa World MasterCard Credit 
Card from Alizz Islamic Bank won the award for Best Premium Credit Card 
at the Signature Luxury 100 Awards. 

As a result of having one of the best mobile banking applications 
in the Sultanate, the Bank was also awarded Best Digital Bank at the 
Oman Banking and Finance Awards. Additionally, the Bank received the 
prestigious award for Best CSR Bank in Oman from the Global Banking and 
Finance Review for the second consecutive year for being at the forefront 
of supporting social development initiatives in the Sultanate.

IN CONCLUSION
I would like to thank my colleagues on the Board and the Shari’a Supervisory 
Board for their support and dedication in dealing with the unusual 
challenges in this last year. I would also like to convey my appreciation 
to the Central Bank of Oman and the Capital Market Authority for their 
continued guidance and support.

Saleh Al Araimi
Chairman 
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BOARD OF
DIRECTORS
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Saleh Nasser 
Al Araimi
Chairman

Mohamed Rashed 
Al Suwaidi

Board Member

Obaid Hilal 
Al Kaabi

Board Member

Najah Mohammed 
Al Rashdi

Board Member

Shabib Mohammed 
Al Darmaki

Board MemberVice Chairman

Mohammed Shukri 
Ghanem

Board Member

Ahmed Abdullah
Al Khonji



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 13

SENIOR MANAGEMENT

Front Row - From Left
|  Mohammed Al Balushi: DGM – Chief Human Resource Officer  |  Ghalib Al Busaidi: GM - Group Head Wholesale Banking
|  Salaam Said Al Shaksy: Chief Executive Officer  |  Moosa Al Jadidi: GM - Chief Operating Officer  |  Faisal Zakaria: AGM: Chief Financial Officer

Back Row - From Left
|  Fadellah Suleiman: Legal Advisor & Company Secretary  |  Mustafa Al Lawati: AGM – Head of Investment Banking. Project Finance & Syndications
|  Pete Byrne: AGM – Chief Audit Executive  |  Murtadha Jawad Al Lawati: AGM – Head of Marketing & Corporate Communications
|  Venkatesh Kallur: Chief Risk Officer  |  Sufyan Maysara Yassin: Head of Shari’a Audit & Compliance
|  Ahmed Al Rawahi: AGM – Head of Treasury & Capital Markets  |  Mohammed Al Ghassani: AGM – Head of Retail Distribution & Wealth Management  
|  Saleh Al Khaduri: AGM – Head of Government & Institutional Banking  |  Ali Al Zadjali: Head of Corporate Banking
|  Yasir Al Azzawi: AGM - Head of Mid Corporate & SME Banking
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CORPORATE GOVERNANCE REPORT – 2019
Corporate governance report, as per the Capital Market Authority (CMA) Code of Corporate Governance and the best international governance practices, 
deals with the way companies are managed and led; defines the roles of the Directors and formalises the internal control process within the institution. 

The Board of Directors of Alizz Islamic Bank SAOG (the Bank) supports the establishment of a governance culture at the Bank. Accordingly, the Board 
and its Committees continuously evaluate and improve their governance practices, policies and procedures. The Board also ensures that the Bank applies 
the principles of the Capital Market Authority’s (the CMA) Code of Corporate Governance (the Code) as well as the regulations for Corporate Governance 
of Banking and Financial Institutions issued by the Central Bank of Oman. As an Islamic bank, Alizz Islamic Bank also applies the Central Bank of Oman 
regulation for Islamic banking institutions. 

BOARD OF DIRECTORS
The Board of Directors is responsible for the supervision and control of the Bank. The Board also directs laying down and approving the objectives of the 
Bank, strategies and policies. The Board of Directors also reviews the performance of the Bank in relation to its stated objectives.

APPOINTMENT OF DIRECTORS
The Board is comprised of seven members who have been elected by the shareholder in March 2019 for a period of three years. The current term of all 
the Directors expires in 2022. Accordingly, a new Board will be elected by the shareholders in March 2022.

PROCESS OF NOMINATION OF THE DIRECTORS 
The nomination of the Directors is done as per the Bank’s Article of Association and the CMA Code of Corporate Governance. Shareholders retain the 
power to elect any candidate to the Board irrespective of any recommendation to be made by the Board.

INFORMATION GIVEN TO THE BOARD 
The Directors are given timely information so as to maintain full and effective control over strategic, financial, operation, compliance and governance 
issues. 

On appointment, each Director receives an Induction Pack which contains information about the Bank and is advised of the legal, regulatory and other 
obligations of a joint stock company’s Director. 

COMPOSITION OF THE BOARD 
No Director is a member of a Board of more than four public joint stock companies or banks whose principal place of business is in the Sultanate of 
Oman, or a Chairman of more than two such companies.
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The following tables show the position of each of the current Board members:

Table 1

Name of the Directors Representing Category of the Director*
Mr. Saleh Nasser Al Araimi - Chairman Himself NEX-IND
Mr. Mohamed Shukri Ghanem – Vice Chairman First Energy Oman NEX-NIND
Mr. Shabib Mohammed Al Darmaki – Member Civil Services Employees’ Pension Fund NEX-IND
Mr. Ahmed Abdullah Al Khonji– Member Al Khonji Development and investment NEX-IND
Mr. Mohamed Rashid Alhurr Al Suwaidi - Member Aabar Investments Company NEX-NIND
Mr. Obaid Helal Mohammed Al Kaabi – Member Himself NEX-IND
Ms. Najah Al Rashdi - Member Herself NEX-IND

*NEX: Non-Executive Director. IND: Independent. NIND: Non Independent 

Table 2

Name of the Directors
Other Board Committees 
Membership*

Member of other 
S.A.O.G Boards 

No. of Board 
Meetings attended

Attended last AGM 
(Yes/No/NA)

HH Al Sayyid Taimur A. Al Said - ex-Chairman EXCOM. N&RC Nil Nil Yes 
Mr. Saleh Nasser Al Araimi - Chairman EXCOM. N&RC 2 7 Yes
Mr. Mohamed Shukri Ghanem – Vice Chairman EXCOM. N&RC Nil 3 Yes 
Mr. Shabib Mohammed Al Darmaki – Member BAC 2 7 Yes 
Mr. Ahmed Abdullah Al Khonji – Member EXCOM NIL 4 Yes
Mr. Mohamed Rashid Alhurr Al Suwaidi – Member BAC, BRCC Nil 7 Yes 
Mr. Obaid Helal Mohammed Al Kaabi – Member BRCC, N&RC Nil 6 Yes 
Ms. Najah Al Rashdi - Member BAC, BRCC Nil 5 NO

*BAC: Board Audit Committee. BRCC: Board Risk and Compliance Committee. EXCOM: Executive Committee of the Board. N&RC: Board Nomination and 
Remuneration Committee. 

NUMBER AND DATES OF BOARD MEETINGS 
The Board held Seven meetings during 2019. They were on 30 January, 28 March, 29 April, 17 June, 30 July, 28 October and 4 December 2019. The 
maximum interval between two Board meetings was ninety days. This is in compliance with the Code of Corporate Governance, which requires meetings 
to be held within a maximum time gap of four months. 

REMUNERATION TO BOARD AND TOP MANAGEMENT
The sum of the benefits (e.g. salaries, perquisites, gratuity, pension, bonus etc.) paid to the top five senior managers of the Bank in 2019 is 
RO 984,849.
Staff service contracts duration is 2 to 3 years for expatriate officers and determined by the prevailing labour laws for Omanis. The notice period is 
between one to six months.
As all members of the Board are Non-executive Directors, accordingly no fixed remuneration or performance linked incentive are applicable. The Non-
executive Directors are paid sitting fees and reimbursement of expense for attending the Board and committee meetings.
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The details of the sitting fees paid or accrued for payment to the Board members during 2019 are as follows:

Table 3

Name of the Directors Total fees “RO” 
HH Al Sayyid Taimur A. Al Said - ex-Chairman 1,000
Mr. Saleh Nasser Al Araimi – Chairman 9,200
Mr. Mohamed Shukri Ghanem – Vice Chairman 5,300
Mr. Shabib Mohammed Al Darmaki – Member 6,200
Mr. Ahmed Abdullah Al Khonji – Member 4,900
Mr. Mohammed Rashid Alhurr Al Suwaidi – Member 7,200
Mr. Obaid Helal Mohammed Al Kaabi – Member 6,600
Mrs. Najah Al Rashdi - Member 6,000
Total 46,400

The total hotel and travel expense related to the Board members during 2019 is RO 23,348.

BOARD COMMITTEES
As at the end of 2019, the Board of Directors has four committees; the Executive Committee, the Audit Committee, the Risk and Compliance Committee 
and the Nomination and Remuneration Committee.

BOARD AUDIT COMMITTEE (BAC)
The Audit Committee comprises of three members. The committee has met four times in 2019. 

The composition of the Audit Committee and particulars of meetings attended by the members of the Audit Committee are given in the table below: 

Table 4

Name Position Meetings attended Remarks 
Mr. Shabib Mohammed Al Darmaki Chairman – Independent 4
Mr. Ahmed Abdullah Al Khonji Ex-Member – Independent Nil Until 28.3.19
Mr. Mohamed Rashid Alhurr Al Suwaidi Member – Non – Independent 3
Mrs. Najah Al Rashdi Member – Independent 3 Joined on 28.3.19

The Committee has the overall responsibility of nominating the external auditor, assessing the Internal Audit findings. providing direction for implementation 
of audit recommendations and overseeing the Internal Audit activities undertaken within the internal control environment and regulatory compliance 
framework of the Bank. 
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AUTHORITY
 • Recommend to the Board of Directors. who shall in turn present to the General Assembly, the appointment and compensation of the external auditor 

to conduct the Bank’s annual audit. 
 • The Audit Committee shall be responsible for the evaluation of Internal Audit function and shall maintain oversight of the work of external auditor 

and approve all auditing and permitted non-audit services performed by them.
 • The Committee will have access to Board Members, external auditors and outside counsel; including access to all relevant information, as necessary 

to carry out its activities, while considering relevant jurisdictional regulations/laws.
 • The Audit Committee shall report to the Board of Directors on Internal Audit findings and escalate material issues.

BOARD RISK AND COMPLIANCE COMMITTEE: 
The Board Risk and Compliance Committee comprises of three members and met four times during the year 2019. The names of the members appear 
in the table below: 

Table 5

Name Position Meetings Attended Remarks 
Mr. Ahmed Abdullah Al Khonji Ex-Chairman - Until 28.3.19
Mr. Mohamed Rashid Alhurr Al Suwaidi Chairman 3
Mr. Obaid Hilal Mohammed Al Kaabi Member 4
Mrs. Najah Al Rashdi Member 3 Joined on 28.3.19

The Committee is responsible for assisting the Board in fulfilling its oversight responsibilities pertaining to risk management and compliance; recognising 
compliance as a core risk management activity within the Bank. By establishing, monitoring and reviewing; internal control, compliance and risk 
management policies, processes and systems within the Bank; ensuring conformity with regulatory requirements as well as alignment with leading 
standards such as Basel.

AUTHORITY
The key areas of authority of the Risk & Compliance Committee are to oversee, for the Bank:

 • Aggregate risk exposure and the level of risk assumed for the Bank. 
 • Risk management and compliance decisions for the Bank.
 • The effectiveness of the risk management and compliance systems and controls.
 • Management’s compliance with established risk-related limits and policies.
 • Management’s adherence to statutory compliance requirements; AML, KYC, reporting, etc.
 • The performance of the Bank’s risk and compliance functions. In relation to credit risk, the Committee shall only be involved in overseeing risk 

policies, validity of models, delegations of authority and loan exposure and concentration. Aspects related to the continuing management of credit 
risk decisions shall be delegated by the Board separately to the Executive Committee.

 • In the Committees capacity to oversee compliance related matters, the Committee will have access to the Banks Executive/Senior Management, 
external auditors and outside counsel, the Committee will also be privy to all relevant information, as necessary to carry out its activities.
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EXECUTIVE COMMITTEE OF THE BOARD (EXCOM) 
The Executive Committee of the Board comprises of three members and met eight times during the year 2019. The names of the members and their 
positions are as set out in the table below: 

Table 6
Name Position Meetings Attended Remarks 
HH Al Sayyid Taimur A. Al Said Ex-Chairman 2 Until 28.3.19
Mr. Saleh Nasser Al Araimi Chairman 8
Mr. Mohamed Shukri Ghanem Member 6
Mr. Ahmed Al Khonji Member 5 Joined on 28.3.19

The objective of the Board Executive Committee (EXCOM) is to assist the Board in overseeing the Management of the Bank. EXCOM is responsible 
for the reviewing, monitoring and approval of key financial and non-financial businesses, investments and operations decisions for the Bank within the 
authority prescribed by the Board. The EXCOM shall assist the Board in fulfilling its oversight responsibilities in relation to granting credit (as delegated 
by the Board), making settlements, and cancellation of debt decisions and on exceptions that represent unusual credit risks. 

AUTHORITY
 • The Committee is primarily a decision-making body and a forum where the Committee Members can take more time to deliberate on issues addressed 

to them, before either approving or providing their recommendations to the Board.
 • Reviewing and making recommendations to the Board annually with respect to the composition, size and needs of the Board and its Committees. 
 • Reviewing periodically the overall corporate governance principles, procedures and practices of the Bank and make recommendations to the Board as 

appropriate. 
 • Reviewing and recommending to the General Assembly via the Board of Directors, the remuneration of the Board and various board committees.

NOMINATION AND REMUNERATION COMMITTEE OF THE BOARD (NRCB)
The Nomination and Remuneration Committee of the Board comprises of three members and met twice during 2019. The names of the members and 
their positions are as set out in the table below: 

Table 7
Name Position Meetings attended Remarks 
Mr. Mohamed Shukri Ghanem Chairman 1
HH Al Sayyid Taimur A. Al Said Ex-Member Nil Until 28.3.19
Mr. Saleh Nasser Al Araimi Member 2
Mr. Obaid Helal Mohammed Al Kaabi Member 2
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AUTHORITY
 • The Committee authorizes the CEO to setup the Human Resources Management Committee (HRMC) comprising of members of Senior Management 

to deal with such authorized matters as set out in the Management Committee Charter and as approved by the CEO.
 • The Committee is authorized by the Board of Directors to commission any reports or surveys that it deems necessary to help it fulfill its obligations.
 • The Committee is authorized by the Board to exercise the authorities vested in it. if any. vide the Human Resources Authority Matrix approved by 

the Board.
 • The Committee is authorized by the Board to seek any information it requires from the CEO in order to perform its duties.
 • The Committee is authorized to obtain any outside legal or other professional advice. when required.
 • The Committee is accountable to the full Board and all actions of the Committee require ratification by the full Board at Board meetings.

BOARD MEMBERS PROFILE 
Mr. Saleh bin Nasser Al Araimi – Chairman 
Mr. Saleh bin Nasser Al Araimi was elected Alizz Islamic Bank’s board member in March 2016. Mr. Al Araimi is a seasoned and experienced professional 
in the social security, financial and investments fields. Before joining Alizz Islamic Bank, he was the General Manager of the Public Authority for Social 
Insurance - a place where he worked for almost 20 years.  
Mr. Al Araimi also worked for close to 20 years at the Ministry of Social Affairs and Labor (now called the Ministry of Social Development) - where he 
held a number of positions including the Director General of Social Affairs and GM - Administration & Finance to name a few. Mr. Al Araimi has also 
handled various roles in banks and investment companies including Bank Dhofar, Oman Housing Bank, Oman Development Bank, Oman Integrated 
Tourism Fund, Bank Muscat, National Investment Funds Company (NIFCO) and Mazoon First Investment Fund.
He has further held various roles of responsibility in private sector companies, such as Al Sharqiya University, Oman Fisheries, Shell Marketing Company 
and Oman Cement Company. Plus, he also has experience in working with international organisations such as the International Social Security Association 
(ISSA) Geneva where he was the Chairman of the Technical Commission on Investment of Social Security Funds.
Mr. Al Araimi holds a Bachelor Degree in Business Administration from the University of Cairo, besides an Executive MBA from the University of Lincoln, 
UK.

Mr. Mohamed Shukri Ghanem – Vice Chairman 
Mr. Mohammed Ghanem was elected as a Board Member at Alizz Islamic Bank in November 2012.
Mr. Mohamed Ghanem brings over 19 years of extensive experience in the fields of Investment Banking. He contributes to the business development as 
well as the origination of investment and advisory business.
In addition to his role as Chief Executive Officer of First Energy Bank, he is Vice Chairman of Alizz Islamic Bank and Chairman of the Executive Management 
Committee of FEB.
Prior to joining First Energy Bank, Mr. Ghanem worked at Arab Banking Corporation (BSC) (“ABC”) and GED Handles G.M.B.H., Vienna. Mr. Ghanem was 
a Board Member of Al Salam Bank-Bahrain and Chairman of MENAdrill Investment Company.
Mr. Ghanem holds a Bachelor of Arts in Business from Webster University (School of Business and Technology) in Vienna as well as an MBA from 
Glamorgan University.
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Mr. Shabib Mohammed Al Darmaki – Director
Mr. Shabib Al Darmaki was elected as a Board Member at Alizz Islamic Bank in November 2012. He is currently Director General of the Civil Service 
Employees Pension Fund in Oman. He held directorship positions of key institutions that benefit from his vast knowledge and experience in finance, audit 
and pension fund management. These institutions range from Shell Oman Marketing, Oman National Investment and Development, National Investment 
Funds Company, Oman Housing Bank and Al Batinah Hotels, where Mr. Al Darmaki utilizes an intrinsic understanding of business strategies that align 
financial goals in an Islamic setting. 
Honed from a highly impressive career in finance and audit, Mr. Al Darmaki provides insight and guidance to the Board of Directors of Alizz Islamic Bank, 
thus strengthening the bank’s leadership and governance. 
Building on the strongest of financial and business foundations, Mr. Al Darmaki brings to the Board of Alizz Islamic Bank an enviable reputation and 
financial acuity that strengthens the pillars of the Bank in its regional goal to provide a pure Islamic Shari’a compliant corporate and personal service. 
Mr. Al Darmaki’s experience will assist the Bank in its goals to adopt and implement a range of new products and services that meet the needs of the 
customers through challenging existing banking principles.
Mr. Al Darmaki holds a Master of Science in Accounting from Oklahoma City University, USA as well as a Bachelor of Science in Business from Hilwan 
University, Cairo, Egypt.

Mr. Ahmed Abdullah Al Khonji – Director
Mr. Ahmed Al Khonji was elected as a Member at Alizz Islamic Bank Board in November 2012. He is one of the Directors of Al Khonji Holding Group 
L.L.C., a company with investments in the retail, trading and real estate development and management.
Mr. Al Khonji has a career spanning over twenty five years holding key positions in Omani health policy strategic planning.
Aligned to the values of Islamic Banking, Mr. Al Khonji adds an exceptional socially inclusive mandate to the banks board through an extensive career 
honed within the health care, investment and commerce sectors of Oman.
Mr. Al Khonji’s other remits within a community context include Board positions on the Road Safety Association and The Oman Association of Consumer 
Protection.
Mr. Al Khonji holds a Bachelor of Science in Business Management from the University of Northern Colorado, USA as well as a Master in Public 
Management from Carnegie Mellon University, Pittsburgh, USA.

Mr. Mohamed Rashed Alhurr Al Suwaidi – Director 
Mr. Mohamed Rashed Alhurr Al Suwaidi was elected as a Board Member in Alizz Islamic Bank in March 2016. 
Mr. Al Suwaidi has worked with Abu Dhabi Investment Authority (ADIA) UAE, in their Equities Department and later with International Petroleum 
Investments Company (IPIC) in their Investment Department, where he gained valuable experience.
He is currently working as Head of Investments at Aabar Investments and is a member of their Executive Team.
Mr. Al Suwaidi is also a Board Member at Virgin Galactic, Wessal Capital, Palmassets and Dead Sea Resort

Mr. Obaid Hilal Obaid Mohamed Al Kaabi – Director 
Mr. Obaid Hilal Obaid Mohamed Al Kaabi was elected as a member of Alizz Islamic Bank’s board in March 2016.
Mr. Al Kaabi is a Retired Officer from the UAE Armed Forces and has an educational background as a Bachelor of Military Sciences and Management. 
Besides his extensive and proud experience in the Armed Forces, he has also worked as the Director General of United International for Companies 
Representation and the Director General of Business Support at Das. 
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Mrs. Najah Mohamed Al Rashdi – Director
Ms Najah Mohammed Al Rashdi was elected as a member of Alizz Islamic Bank’s board in March 2019.
Najah has over 20 years of work experience. She is the Assistant Secretary General at The Research Council (TRC) for Admin and Finance. With her 
outstanding Management, Communication and Negotiating skills, Najah has proven record in different fields of expertise including Projects Mngt., 
Operations, Finance, budgeting, HR, Stakeholder Engagement, and Audit and Compliance. She is a member of the TRC’s Executive Management team 
and several other committees.
Previously Najah worked at the Diwan of Royal Court (DRC). She worked in various departments and held many senior positions. She started at the 
Finance department then was involved in many infrastructure and developmental projects of the country working closely with Muscat Municipality and 
The Royal Estates. She became a member of many of those project committees. She gradually became the head of the DRC’s Planning and Studies 
department, which looked into many of the Financing, investments and risk management aspects at DRC. She then moved to the Auditing sector where 
she had contributions in the area of Audit and Compliance.
Najah was also involved in many human resource related activities inside and outside of her work places. She has conducted several soft skills training 
and workshops on different areas of work ethics, transformation, innovative work practices, positivity, etc.
Najah has an MBA degree from Lincoln University, UK, BA (honors) in Accountancy and Management from Glasgow Caledonian University in Scotland, 
certified Project Management Professional (PMP). She is a member of the Oman Business Forum as she has graduated of the National Leadership & 
Competencies Program (NLCP) – First Cohort. 

SHARI’A SUPERVISORY BOARD 
The Shari’a Supervisory Board comprises of three members and met five times during the year. The names of the members and their positions are as set 
out in the table below: 

Table 8 
Name Position Meetings Attended
Sheikh Dr. Mohammad Abdul Rahim Sultan Al Olama Chairman 5
Sheikh Dr. Osama Mohammed Saad Bahar Member 5
Sheikh Nasser bin Yousef Al Azri Member 4

An independent Shari’a Supervisory Board approves all Alizz Islamic Banking products and services. The members of Shari’a Board are the scholars with 
knowledge and expertise in Islamic jurisprudence. No funds pertaining to Alizz Islamic Bank will be invested in non Shari’a compliant assets or taken from 
any non Shari’a compliant sources. Alizz Islamic Bank offers its customers peace of mind with each product or service offered through a Fatwa certificate. 
which is signed by the Shari’a Board.

The existence of the Shari’a Supervisory board (SSB) contributes to further assurance to the shareholders and depositors, and without any doubt, 
confidence is one of the most important success factors for banks.

The General Meeting appoints the SSB based on the Board of Directors nomination, consists of not less than three members. 
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The main Roles and Responsibilities of the SSB are:

 • To approve the bank’s products and services 
 • To approve the standard agreements and contracts pertaining to the bank’s financial transactions 
 • To give a Shari’a opinion regarding the products introduced by the bank and issue fatwas on the questions and transactions submitted to it 
 • To follow up the bank’s operations and check its activities, to make sure that the concluded transactions are comprehended within the approved 

products by the Board 
 • To present and suggest the possible Shari’a solutions for the problems of the financial transactions inconsistent with the principles and provisions of 

Islamic Shari’a as well find alternatives for the products repugnant to the Shari’a rules 
 • To declare its objection on the transactions repugnant to the provisions of Islamic Shari’a and correct it or stop it and advice the concerned department 

to not repeat it. The written objection shall be addressed to the Board of Directors 
 • To review the reports of the Shari’a Audit and Compliance Department concerning the audit of the bank’s transactions and to which extent such 

transactions are compliant with the provisions of Islamic Shari’a and the fatwas and resolutions of the Board 
 • To ensure that the distribution of the profits among Shareholders and Depositors and bearing of the loss are calculated in accordance to the Islamic 

Shari’a principle 
 • To present an annual report in front of the General Assembly of the bank encompasses the Board’s opinion about the bank’s transaction and operations 

which are done during the year and to which extent that the bank’s management has committed to the Board fatwas’ decisions and direction

SITTING FEES AND REMUNERATION OF THE SHARI’A SUPERVISORY BOARD 
The details of the sitting fees paid or accrued for payment to the Shari’a Supervisory Board during 2019 are as follows:

Table 9
Name of the Directors Total fees “RO”
Sheikh Dr. Mohammad Abdul Rahim Sultan Al Olama 2,000
Sheikh Dr. Osama Mohammed Saad Bahar 2,000
Sheikh Nasser bin Yousef Al Azri 1,600
Total 5,600

The SSB members are also entitled to receive remuneration in addition to the sitting fees. The table below gives details of the remuneration paid to the 
SSB members:

Table 10
Name of the Directors Total Remuneration  “RO”
Sheikh Dr. Mohammad Abdul Rahim Sultan Al Olama 16,000
Sheikh Dr. Osama Mohammed Saad Bahar 12,000
Sheikh Nasser bin Yousef Al Azri 12,000
Total 40,000

The total hotel and travel expense related to the Shari’a Supervisory Board during 2019 is RO 8,295.
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SHARI’A SUPERVISORY BOARD MEMBERS PROFILE 
Sheikh Dr. Mohammad Abdul Rahim Sultan Al Olama - Chairman
Sheikh Dr. Mohammad Abdul Rahim Sultan Al Olama is a member of the Grand Islamic Scholars Body in Dubai, an Associate Professor of the School 
of Shari’a at the United Arab Emirates University in Al Ain and an acknowledged expert in Shari’a finance. Dr. Al Olama is also the head of the Fatwa 
Committee of the Zakat Funds in the United Arab Emirates.
Dr. Al Olama has written extensively on modern Islamic finance and has presented numerous research papers at various international conferences. He 
currently serves on a number of Shari’a boards representing Islamic financial institutions and Takaful companies, some of which include Dubai Islamic 
Bank, al hilal bank, Emirates Islamic Bank, Noor Islamic Bank, Dar Al Takaful, Mawarid Finance and Manazel Real Estate.
Dr. Al Olama holds a PhD in Comparative Islamic Law from Umm Al Qurra University in Mecca, Saudi Arabia.

Sheikh Dr. Osama Mohammed Saad Bahar – Member
Sheikh Dr. Bahar is a prominent, highly-respected Shari’a scholar from Bahrain. He was the Head of the Internal Shari’a Compliance in First Energy Bank. 
He is a member of Fatwa and Shari’a Supervisory Board at First Energy Bank, following earlier senior positions at Islamic banks in Bahrain including Head 
of Shari’a Compliance at Al Salam Bank as well as the Chairman and Executive Member of the Shari’a Supervisory Board at Capinnova Investment Bank, 
an investment arm wholly owned by Bank of Bahrain and Kuwait in Bahrain.
His expertise extends across structuring Islamic financial products, preparing Shari’a contracts as well as authoring research papers on Islamic Banking and 
finance. Sheikh Dr. Bahar sits on a number of Shari’a Supervisory Boards including, Ithmaar Bank, Global Banking Corporation, International Investment 
Bank, Sakana Holistic Housing Solutions and Reef Real Estate Finance Company.
Sheikh Bahar received his Doctorate degree from Lahaye University in Holland, his Master’s Degree from Al Emam Al Awzae University in Lebanon and 
his Bachelor’s degree in Islamic Shari’a from Prince Abdul Qader University of Islamic Studies in Algeria.

Sheikh Nasser bin Yousef Al Azri – Member
Sheikh Nasser bin Yousif Al Azri is currently the Director of the Fatwa Department at the Ministry of Awqaf and Religious Affairs in Oman and an 
Interim Secretary at the Grand Mofti’s Office. He is also an active member of several committees at the Ministry responsible for Mosques, Zakat, Hajj, 
Publications and Book Revision. Prior to his current capacity, Sheikh Al Azri held a number of prestigious positions including Judge Assistant at the Ministry 
of Justice and Researcher in Islamic Affairs at the Ministry of Awqaf and Religious Affairs.

Sheikh Al Azri has extensive knowledge and expertise in Islamic and judiciary laws. He has also authored several papers and research studies, and 
attended prominent Islamic conferences such as those held by the International Islamic Fiqh Academy.

He received a High Diploma degree in Jurisprudence from the College of Shari’a Sciences in Oman.
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COMPOSITION OF THE MANAGEMENT:
The Bank’s management includes the Chief Executive Officer as the leader of the organization whose appointment, functions and package are determined 
by the Board. The other senior management are appointed to assist the CEO and to lead the organization. The following table gives details of the top 
five management officers along with their positions:

Table 11
Name Position
Mr. Salaam Said Al Shaksy   Chief Executive Officer
Mr. Ghalib Fawzy Al Busaidi General Manager, Head of Wholesale Banking 
Mr. Moosa Al Jadidi General Manager, Chief Operating Officer
Mr. Mohamed Al Balushi DGM, Chief Human Resources Officer
Mr. Faisal Zakaria DGM, Chief Financial Officer

SENIOR MANAGEMENT PROFILE 
Mr. Salaam Al Shaksy – Chief Executive Officer
Salaam Said Al Shaksy, Chief Executive Officer of Alizz Islamic Bank, oversees the strategic direction of Oman’s youngest dedicated Islamic bank providing 
innovative financial solutions and products adhered by Islamic Shari’a, He joined Alizz Islamic Bank as Chief Executive Officer on June 4, 2014.
Al Shaksy is also a member of the Board of Directors of OQ (Oman Oil Group of Companies). His other appointments include: Member of the Board of 
Al Raffd Fund (Oman’s Government funded SME fund); Board Member of Oman Banks Association; Chairman of Oman Growth Fund; a member of Oman 
Business Forum; and Chairman of The Shaksy Group.
Prior to joining Alizz, he served as Chief Executive Officer of National Bank of Oman between 2010 and 2014, leading its turnaround and transformation 
during this period. Al Shaksy has held a number of senior executive positions including CEO of Dubai Banking Group, CEO of Dubai Islamic Investment 
Group and Deputy Chief Executive Officer of Bank Dhofar (where he led its merger with Majan International Bank in 2002). Within 1994-2000, Al 
Shaksy headed a group comprising three divisions - retail banking, investment banking and correspondent banking at the National Bank of Oman. He 
embarked on his banking career with Citibank Global Consumer Business, Dubai, UAE in 1992.
From 2015 to 2019, Al Shaksy served as a member of Oman’s State Council and Deputy Head of its Economic Committee. His other previous roles include 
being a member of Diwan of Royal Court sponsored Sharakah Program; an Advisory Committee member for the National Leadership and Competitiveness 
Program; Member of the Economic Committee of Oman Vision 2040; Chairman of Oman National Investment Corporation Holding; Deputy Chairman 
of the Board of Shell Oman Marketing; Deputy Chairman of Muscat Securities Market; Board Member of Bank Muscat; and Board Member of College 
of Banking and Financial Studies.
Al Shaksy is the first Omani CEO of a full-fledged Islamic Bank in Oman and has received a number of awards in Banking, including “Banker of the Year 
2008” - Banker Middle East, and recently awarded as one of the ‘Top 10 CEOs for Shari’a Compliant Banks’ for 2019 at the Top CEO Conference and 
Awards 2019 held in Bahrain. He is also a sought after keynote speaker at global financial conferences.
Al Shaksy is a graduate of Boston University, USA, where he received a Bachelor’s Degree in Economics (cum laude), a Masters in Management 
Information Systems (Honors) and an MBA in Management of Financial Services (High Honors). He has also completed the Senior Executive Program 
from the London Business School, UK. He is married and has five children. He enjoys boating, chess and photography.

Mr. Ghalib Fawzi Al Busaidi – GM- Group Head of Wholesale Banking 
Mr. Ghalib Fawzi Al Busaidi is the Group Head of Wholesale Banking. He joined Alizz Islamic Bank in August 2014 as Chief Financial Officer. He has more 
than 21 years of experience in the State General Reserve Fund, Oman.



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 27

Prior to joining Alizz, Al Busaidi was the Deputy CEO for Investments at the State General Reserve Fund, responsible for the key investment functions of 
public and private markets. Al Busaidi started his career in 1987 with PricewaterhouseCoopers London, United Kingdom.
Al Busaidi is a qualified member of the Institute of Chartered Accountants in England and Wales (ICAEW) since 1991 and received his fellowship of the 
Institute in 2019 carrying the FCA designation. He is also a qualified member of the UK Association of Corporate Treasurers (AMCT) and has successfully 
completed the Moody’s Commercial Credit certification. He holds a BA (Hons) in Accounting and Finance from Middlesex University Business School 
and has also completed the Investment Management Program from the London Business School, High Performance Boards from IMD in Lausanne, 
Switzerland, and Interest Rate Risk Management Program from the New York Institute of Finance.

Mr. Moosa Al Jadidi - GM - Chief Operating Officer 
Mr. Moosa Al Jadidi is the Chief Operating Officer. He joined Alizz Islamic Bank in August 2014. He is a seasoned banker with more than 17 years of work 
experience. Prior to joining Alizz, Al Jadidi was the Deputy General Manager of Retail and Private Banking at National Bank of Oman. 
Al Jadidi commenced his banking career at the National Bank of Oman as a sales representative for one year. In 2001, he was appointed as Manager of 
Private & Privilege Banking where he managed the privilege banking account across 50 branches. He later moved to Bank Muscat as Manager of Private 
& Priority Banking.
Al Jadidi is an associate of the Canadian Institute of Bankers and is also a certified private banker.

Mr. Mohamed Al Balushi – DGM - Chief Human Resources Officer 
Mr. Mohamed Al Balushi started his career as AGM - Head of Human Resources at Alizz Islamic Bank in September 2013, joined from Bank Dhofar, 
where he had served for more than 20 years, as Assistant General Manager Human Resources & Learning and Development; a position he had held 
since 2006. Parallel to his career in the banking industry, Mohamed was also a part time lecturer at the College of Banking and Financial Studies. Mr. Al 
Balushi adds an exceptional range of HR and Banking skills, expertise honed through a successful banking career in Oman. His banking experience of over 
two decades covers the subject areas of matured leadership, HR strategic planning, performance management, career development, recruitment along 
with manpower planning. With such rich and valuable experience, he is an invaluable asset to Alizz Islamic Bank. Mr. Al Balushi’s carried out successfully 
the responsibilities of secretary to the Board HR Committee at Bank Dhofar and AIB, along with several other executive management committees. (HR 
Management Committee, Disciplinary Committee, Grievance Committee and Staff Rewards and Recognition Committee to mention a few) as well as 
College Academic Advisory Committee at the CBFS and was also appointed as Secretary to HR Committee of Oman Banking Association (OBA). 
Mr. Al Balushi holds a postgraduate Certificate in Human Resource Development and Performance Management from the University of Leicester, United 
Kingdom; an Advanced Human Resource Executive Certificate- University of Michigan; Ross School of Business, USA; Chartered Institute of Personnel 
and Development (CIPD) from Bradfield, UK. Further, he holds a Master of Business Administration (MBA) from the University of Wales, Cardiff, United 
Kingdom. He also holds a number of professional qualifications and accreditations in the field of HR and banking including Associate of Canadian Institute 
of Bankers (ACIB).

Faisal Mohamed Zakaria – DGM - Chief Financial Officer
Faisal Zakaria is the Chief Financial Officer of Alizz Islamic Bank responsible for all financial affairs and was part of the core founding team of the Bank 
which was tasked with development of policies, procedures and he plays a key role in setting the strategy for the Bank to achieve superior and sustainable 
long-term financial results.
Mr Zakaria comes with extensive experience in the financial services industry across the region including Emirates Islamic Bank and Emirates NBD.
He sits on various Management Level Committees of Alizz Islamic Bank including Deputy Chairman of the Asset Liabilities Committee, Member of the 
Management Investment Committee, Member of the Management Credit Committee, Member the IT Advisory Committee and member of the Tender 
Committee.
Mr Zakaria is a Certified Islamic Professional Accountant (CIPA) from the Accounting & Auditing Organization of Islamic Financial Institutions (AAOIFI) 
and a FCA Chartered Accountant from the Institute of Chartered Accountants of Pakistan.
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MARKET PRICE DATA:
The following table shows the high, low, and close prices of the Bank’s shares and compares the Bank’s performance against the broad index of banks 
and investment companies during 2019.

ALIZZ AND MSM BANK & INVESTMENT INDEX - FY 2019

Table 12
Alizz Islamic Bank Muscat Financial Index

Month High Low Close Month High Low Close
Jan-19 0.093 0.087 0.090 Jan-19 6,937.500 6,696.320 6,790.728
Feb-19 0.088 0.085 0.087 Feb-19 6,714.900 6,543.020 6,613.074
Mar-19 0.090 0.082 0.086 Mar-19 6,873.730 6,538.420 6,701.580
Apr-19 0.086 0.083 0.084 Apr-19 6,548.360 6,285.950 6,432.797
May-19 0.084 0.080 0.082 May-19 6,386.870 6,239.030 6,306.227
Jun-19 0.084 0.078 0.080 Jun-19 6,397.450 6,252.570 6,321.053
Jul-19 0.080 0.069 0.074 Jul-19 6,295.040 6,082.220 6,203.216
Aug-19 0.077 0.069 0.072 Aug-19 6,605.300 6,107.990 6,361.596
Sep-19 0.074 0.070 0.072 Sep-19 6,607.450 6,449.970 6,551.816
Oct-19 0.070 0.064 0.068 Oct-19 6,605.950 6,443.490 6,535.688
Nov-19 0.066 0.062 0.064 Nov-19 6,563.350 6,421.780 6,504.668
Dec-19 0.065 0.058 0.062 Dec-19 6,455.020 6,100.220 6,299.565

RELATED PARTY TRANSACTIONS
Details of all transactions where a Director and/or other related parties might have a potential interest are provided to the Board for their review and 
approval, and the interested Director neither participates in the discussions, nor do they vote on such matters.
On quarterly bases, the details of the related party transactions are submitted to the Board for review and approval as part of approving the bank’s 
quarterly financial statements. 
Details of all the related party transactions are provided to the shareholders as part of the financial statements submitted for approval at the Annual 
General Meeting. 

INTERNAL CONTROL REVIEW
The Board gives great importance to maintaining a strong control environment and Board review has covered all controls, including financial, operational, 
compliance and risk management. 
The Board has established a management structure that clearly defines roles and responsibility and reporting lines and has approved the policies. 
Financial information is prepared using appropriate accounting policies that are consistently applied. Operational procedures and controls have been 
established to facilitate complete, accurate and timely processing of transactions and the safeguarding of assets through policies and procedures 
manuals, desk performance instructions and other circulars.
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SHAREHOLDERS 
Communication with shareholders and investors 

The Board is committed to ensure that all material information relating to the Bank’s business operations is regularly communicated to its stakeholders 
and investors. 

All material information relating to the Bank, its products, its operations and annual and quarterly financial statements are posted on the Bank’s website. 
The Bank’s web-site address is www.alizzislamic.com

The quarterly, half-yearly, and annual results of operations of the Bank are published in leading Arabic and English newspapers in the Sultanate of Oman. 
After completion of the statutory audit, the annual report and summary financial statements are sent by post to all shareholders along with the notice 
of the forthcoming Annual General Meeting of the Bank. 

The Bank will not distribute any dividend for 2019. 

Distribution of Shareholding:

Major shareholders (5% and above)

Table 13
SN Shareholder Percentage 
1 Aabar Investments 20%
2 Tasameem Real Estates 15%
3 First Energy Oman 15%
4 Huriah Company 10%
5 Al Khonji Holding 7%
6 Civil Service Employees Pension Fund 5.6%

A copy of the Management Discussion and Analysis is circulated as part of the Annual report.

There are no Global Depository Receipts/Warrants or any convertible instruments outstanding. 

Since the issuance of the Code of Corporate Governance (The Code) by the Capital Market Authority, the Bank has developed its Corporate Governance 
framework, which includes the Bank’s Corporate Governance Policy, Related Party Transactions Policy, Disclosure Policy, Code of Ethics for both its Board 
as well as Staff. In addition, the Bank has developed a board induction pack, which is proven to be beneficial for all Directors to understand the banking 
regulations of Oman and a basic understanding of Alizz operations model. 

COMPLIANCE WITH REGULATORY AND CONTROL REQUIREMENTS:
During the last three years there were no penalties imposed by CMA on the Bank. However, Central Bank of Oman has imposed a total penalty of RO 
20,500 against the Bank as follows: 

Regulators 2017 2018 2019
Capital Market Authority Nil Nil Nil 
Central Bank of Oman 12,500 8,000 Nil 
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AUDITORS: 
During the Annual General Meeting, your Board of Directors intends to propose for Shareholder’s approval the appointment of external Auditors for 2020 
as per statutory requirements. 

PROFILE OF STATUTORY AUDITORS
About Deloitte
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities. DTTL (also 
referred to as “Deloitte Global”) and each of its member firms are legally separate and independent entities. DTTL does not provide services to clients. 
Please see www.deloitte.com/about to learn more.

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member 
firms in more than 150 countries and territories, serves four out of five Fortune Global 500 ® companies. Learn how Deloitte’s approximately 300,000 
people make an impact that matters at www.deloitte.com.

About Deloitte & Touche (M.E.)
(DME) is a licensed member firm of Deloitte Touche Tohmatsu Limited and is a leading professional services firm established in the Middle East region 
with uninterrupted presence since 1926. DME’s presence in the Middle East region is established through its affiliated independent legal entities, which 
are licensed to operate and to provide services under the applicable laws and regulations of the relevant country. DME’s affiliates and related entities 
cannot oblige each other and/or DME, and when providing services, each affiliate and related entity engages directly and independently with its own 
clients and shall only be liable for its own acts or omissions and not those of any other affiliate.

During the year 2019, RO. 46,500/- was paid/accrued for the external auditors towards the audit and RO. 42,761/- towards other professional services. 

DECLARATION 
The Board of Directors declares its liability for preparation of the financial statements in accordance with the applicable standards and rules.
For the year under review the Board has conducted a review of the effectiveness of the Bank’s internal control policies and procedures and is satisfied 
that the Bank’s internal control are effective and that appropriate procedures are in place to implement the code’s requirements. 
The Board of Directors confirms that there are no material issues that affect the continuation of the Bank and its ability to continue its operations during 
the next financial year. 

Saleh Nasser Al Araimi
Chairman
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IN THE NAME OF ALLAH THE MOST MERCIFUL & COMPASSIONATE
REPORT OF THE SHARI’A SUPERVISORY BOARD OF THE ALIZZ ISLAMIC BANK
FOR THE FINANCIAL YEAR ENDED 31ST DECEMBER 2019
Praise be to Allah the Lord of the world, prayers and peace be upon the most honorable of the prophets and 
messengers, our master Prophet Mohammad, his family and all his companions.

Dear Shareholders of Alizz Islamic Bank
Pursuant to the guidelines set out in the Islamic Banking Regulatory Framework issued by the Central Bank 
of Oman, the Shari’a Supervisory Board prepared a comprehensive report on the business and transactions 
of the bank during the year. The objective of this report is to illustrate the extent of the Bank’s compliance 
with Shari’a rules and principles and with Fatwas and resolutions of the Shari’a Supervisory Board.

The responsibility of ensuring that the bank is operating in accordance with the rules and principles of Islamic 
Shari’a rests with the management, who is also responsible for the activities and business of the bank and 
executing them according to the rules and regulations of Islamic Shari’a. Our responsibility is limited to 
express an independent Shari’a opinion based on our reviews of the bank’s transactions and operations that 
we perused and prepared a report for you. 

We have reviewed the memorandum and articles of association; and regulations on which the bank has been 
founded, as well as the banks financial results, its investments and other operations with the objective of 
expressing an opinion on whether the bank has complied with the Shari’a rules and principles in the light of 
the Fatwas, resolutions and directives were issued during the financial year ended on 31 December 2019. 

Therefore, we have reviewed the financial results of the bank, balance sheet, revenues and expenses as 
well as the review of the placement made with other banks; all of which are Islamic banks and windows. 
We further reviewed areas of investment in which the bank entered during the financial year ended 31 
December 2019, where we have approved Shari’a compliant transactions and guides which required any 
amendments in accordance with Shari’a requirements. 

For the purpose of review and to follow up the activities of the bank, the Shari’a Supervisory Board held five 
meetings during 2019 in addition to responding to many enquiries raised to the SSB either through email or 
phone. The Shari’a Supervisory Board reviewed the reports submitted by the Shari’a Audit and Compliance 
Department on all products and operations of the Bank during this period and made the appropriate decisions 
in their regard either through approving the reported cases or providing appropriate solutions for such cases.

We have obtained the information and interpretations that we considered as necessary to provide us with 
adequate evidences that are sufficient to enable us to provide reasonable assurance that the bank did not 
breach the rules and principles of Shari’a, within the scope of the Bank’s different activities and businesses 
reviewed by the Shari’a Supervisory Board.

SHARI’A SUPERVISORY 
BOARD REPORT

Sheikh Dr. Mohamed Abdul
Raheem Sultan Al Ulamaa

Chairman of the
Shari’a Supervisory Board

Sheikh Dr. Usama
Mohamed Saad Bahar

Member of the
Shari’a Supervisory Board

Sheikh Naser bin Yusuf
bin Naser Al Azri
Member of the

Shari’a Supervisory Board
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In our opinion:
First : In its various transactions, investments, deposits and its different business transactions during the financial year ended on 31st December 

2019, the bank has abided by the rules and principles of Islamic Shari’a, in the view of the documents that were made available to us, taking 
into account Shari’a amendments that we have requested on the transactions, contracts, investments presented to us and amendment 
those that needed to be modified.

Second : Since the bank’s board of directors is not authorized to pay the zakat on behalf of the shareholders, the payment of zakat of the bank’s 
shares is the responsibility of the shareholders in compliance with the third pillar of Islam. The Shari’a Supervision Board in the bank will 
calculate the zakat amount payable and will inform the shareholders accordingly. 

Third : Allocating and the distributing of profits and losses relating to investment accounts of the Shareholders and Creditors are calculated in 
accordance to the Islamic Shari’a principle and approved by the Shari’a Supervisory Board.

Fourth : The revenues that does not comply with the Shari’a rules was forfeited and credited to Charity Account, in an intention to disburse them 
after the approval of the Shari’a Supervisory Board of the bank.

While issuing this report, the Shari’a Supervisory Board confirms that the use of any document, instrument or contract or entering into any agreement 
or investment or carrying out any of the activities shall be approved in advance by the Shari’a Supervisory Board to ensure that it complies with Shari’a 
requirements and the correct procedures shall be out into consideration while executing them.

The Shari’a Supervisory Board appreciated the Bank’s benign approach to abide by the rules and principles of Islamic Shari’a for the sake of Almighty 
Allah and we pray to the Almighty Allah to bestow his blessing in our livelihood and business.

May Prayers & Blessings of Allah be on His Prophet Mohammed.

Date: 17 Jumada Al-Akher 1441 AH corresponding to 11 February 2020
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1. INCREASE IN COST DURING THE CONSTRUCTION PERIOD DUE TO THE RISE OF THE CONSTRUCTION COST
A ‘Forward Ijara contract has been signed by one of the customers to build a house, there upon an ‘Istisna’a contract’ has been signed between the 
bank and the contractor for the purpose before the completion of the construction works. The customer requested for the financing amount to be 
increased due to increase in the construction cost. Is that permissible?

The Shari’a Supervisory Board’s Decision:
It is permissible to increase the financing amount by adding an annex to the ‘Istisna’a contract’ and another annex to the ‘Forward Ijara contract’ 
with regards to adjusting the construction cost; where both parties shall sign the new amendment.

2. CONVERSION OF LAND DIMINISHING MUSHARAKAH TO AN UNDER CONSTRUCTION DIMINISHING 
MUSHARAKAH
Alizz Islamic Bank offers the Dimishing Musharaka product for assets financing. The customer has an option to either utilize the financing amount 
for purchasing a land or to construct a building, while the documentation for each purpose of such product differs from the other. The client can 
then enter in a diminishing Musharakah contract to purchase land only, or enter in a diminishing Musharakah contract to construct a building, 
Therefore, if the client wants to get finance for the purchase of land and will start construction of a property immediately, he can choose the under 
construction diminishing Musharakah as long as the value of the land is within the total cost.

Many of the bank’s clients apply for a land financing application only - either they do not intend to build now immediately or they do not have a 
plan for it, or because they do not have building sketches and does not know the cost. So they are entering in a diminishing Musharakah contract 
with the Bank to purchase land. They later show interest in considering the under construction diminishing Musharakah financing, while it is difficult 
to sign two contracts to finance the land and to finance the construction separately with the same client for various reasons, not limited to but 
including the deduction of a certain percentage from the client’s salary.

The question:-
Is it permissible for the Bank to sign an agreement or an annex to the existing agreement that enables the conversion of the Diminishing Musharakah 
of purchasing land, to an under construction Diminishing Musharakah contract? 
Based on this new agreement, the Musharkah capital and the shares of the client and the bank of the diminishing Musharakah will be changed and 
the construction conditions will be taken into consideration?

The Shari’a Supervisory Board’s Decision:
The Shari’a Supervisory Board decides to revoke the previous Diminishing Musharakah contract with the consent of both parties and enter into a 
new Diminishing Musharakah contract, with the amendment of the shares clearly specified in the new contract.

FATWAS OF SHARI’A 
SUPERVISORY BOARD
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3. BUYING ASSETS FROM CLIENT’S FIRST-DEGREE RELATIVES THROUGH MURABAHA
Some clients apply to purchase fixed assets such as real estate or movable assets such as cars from their first-degree relatives. For example, the 
bank buys a house from a person and sells it as a Murabaha to his wife/ her husband (which means the client and the seller of the property are 
a couple). Also, the bank buys a car from a person and sells it as a Murabaha to his/her brother who is one of the bank’s clients;  also buying and 
selling between a daughter and her mother, between a son and his father; whether the asset’s deal is real estate property, a car, merchandise or 
otherwise. The bank always seeks to ensure the reliability of such deals, in order to be sure that, they are not only false pretexts for obtaining cash.

The question:-
What is your point of view about such deals? And to what extent should the Shari’a Audit and Compliance Department ensure the authenticity of 
such transactions?

The Shari’a Supervisory Board’s Decision:
The Shari’a Supervisory Board deems that, it is necessary for the bank to avoid such deals and transactions, unless it is confirmed that, the Audit 
and Compliance Department of the bank, has verified and assured that such transactions are not false deals. 

4. ASSETS PURCHASE AND LEASE BACK PRODUCT FOR CORPORATE TO OBTAIN LIQUIDITY
A company has applied for cash financing from the bank by purchasing and leasing its assets. However, after going through the company’s list of 
assets, it was difficult to verify these assets as they are located in different areas. In addition, the assets have never been evaluated by an accredited 
authority and the company does not have a document proving its ownership for these assets. As such cases have been repeated recently, we would 
like to get the opinion of the Shari’a Supervisory Board on how to deal with such cases.

The Shari’a Supervisory Board’s Decision:
It is not permissible to buy, and lease assets unless it is proven that they are owned by the client and the same assets are evaluated by an accredited 
evaluator to know their true value. In the case of not submitting a valuation, it is not allowed to enter into these kind of transactions from Shari’a 
point of view. In addition, these kind of transactions are considered as a high legal and Shari’a risks, thus the Credit and Legal Departments of the 
bank should note that. 

5. FINANCING CLIENTS TO PURCHASE REAL ESTATE PROPERTIES FROM THEIR FIRST DEGREE RELATIVES, 
WHERE THE SELLER HAS OBTAINED THE CONCERN PROPERTIES AS A GIFT
The Shari’a Audit and Compliance Department would like to obtain the opinion of  the Shari’a Supervisory Board on the subject of real estate deals 
(through Murabaha or Diminishing Musharakah) between a client’s first-degree relatives; in which the seller has obtained the property from the 
client as a gift and donation, while the law  prohibits the transfer of property in real estate records by gifting, except between parents and children 
and between husbands and wives, and such registrations transactions  are  being  executed  by  token fees.

The Shari’a Supervisory Board’s Decision:
Most of these deals are considered counterfeit since the purpose of engaging in such deals is to obtain cash. Therefore, the Shari’a Supervisory 
Board considers that it is not permissible for the bank to involve in such transactions, to avoid the counterfeit deals and to maintain the reputation 
of the bank.... Allah knows best.
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MANAGEMENT DISCUSSION & ANALYSIS REPORT 
The Management Discussion and Analysis report is an update on significant activities of Alizz Islamic Bank (the Bank) for the year ended 31 December 
2019. It contains the Bank’s achievements, strategy and key developments in its business and support functions.

OMAN’S ECONOMY 
The economic activity slowed down in 2019 due to a dip in oil production, moreover, the non-oil related economy also remained subdued. Although 
the government has been investing in both gas and non-hydrocarbon sectors over the past decade, the economy has remained highly reliant on oil 
resources. Reforming the state finances to foster revenue sources outside of oil will remain one of the main economic priorities for the government over 
the coming years.

The average oil price at $63.6 per barrel during 2019 was lower by 8.7 percent over the corresponding period of last year, while the average daily oil 
production decreased marginally by 0.8 percent to 971 thousand barrel during this period. Inflationary conditions remained benign as the consumer 
inflation averaged 0.1 percent for the year 2019 in comparison with 0.9 percent in 2018.
With the reduction of deficit from OMR 2.8 billion in 2019 budget to a projected deficit of OMR 2.5 billion in 2020 coupled with a strong focus on 
economic diversification, the medium to long-term prospects look more promising.

THE BANKING SECTOR
The Banking industry witnessed a period of slow growth with increase in credit/financing by 3.1% compared to a growth of 6.4% in 2018 to reach OMR 
25.8 billion. The deposits registered a growth of 1.7% compared to 7.8% in 2018 and stood at OMR 23.7 billion as of 31st December 2019. Further, 
rising cost of funds and deterioration in the asset quality of the portfolio impacted the profitability of banks in 2019. 

Islamic banking entities provided financing of around OMR 4 billion at the end of 2019, recording a growth of 11% over previous year. The total deposits 
held with Islamic banks and windows also increased by 10.3% to reach OMR 3.6 billion. The total assets of Islamic banks and windows stood at OMR 
4.9 billion as of 31st December 2019 which constituted 13.9% of the assets of the banking sector. Gradual recovery in the economic conditions in 2020 
is expected with moderate growth in assets and stabilization of cost funds for the banks. 

FINANCIAL OVERVIEW
The Bank restricted its financing growth in 2019 in order to comply with the capital adequacy ratio threshold. The financing receivables of the Bank grew 
by 3.4% to reach OMR 571.9 million in 2019 from OMR 553.3 million at the end of 2018. However, to maintain the Bank’s liquidity buffer, deposits 
increased by 7.7% to reach OMR 631.4 million compared to OMR 586.4 million in 2018.

The Bank’s revenue from financing and investing activities increased by 10.3% to OMR 34 million in 2019 from OMR 30.8 million in 2018. The Bank 
reported a net operating profit of OMR 19 million but due to enhancement of provisions against financing receivable in accordance with the requirements 
of IFRS-9, the Bank reported a net loss after tax of OMR 9.95 million versus net profit after tax of OMR 2 million in 2018.

WHOLESALE BANKING
The continued challenges in the domestic economy during 2019 inevitably led to difficulties faced by the corporate sector, mainly driven by increasing 
Cash Conversion Cycles. This was further compounded by a general tightening in credit underwriting standards across the industry. 
Understanding the significance Banks hold in these difficult economic times, Alizz Wholesale Banking Group continued with the strategy of supporting 
those existing clients having viable businesses but facing temporary cash flow issues due to the economic conditions. While the Bank remains optimistic 
regarding the revival of the Economy, proactive measures were taken during the year to prudently mitigate the increase in Credit Risk: 
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 • An in-depth assessment of the Financing Portfolio was carried out to re-assess the underlying Credit Risk and provisions were taken on a proactive 
basis in strict conformity with IFRS9 standards. The Bank strongly believes while these provisions may seem excessive, we deemed it as a necessary 
measure to ensure enough buffer is created to absorb the realization of Credit Risk and avoiding any major impact on the Profitability going forward. 
The Bank remains optimistic for a pickup in the economy which will not only reduce Credit Risk in general but will also enable the Bank to reverse 
some of the provisions already taken as the situation improves, thus improving the bottom-line.

 • A Special Assets Unit was established within the Wholesale Banking Group during the year to handle all accounts facing challenges by providing them 
justifiable financial support along with assisting and advising them with turnaround strategies or restructuring to strengthen their position.

The Bank also realigned its growth strategy and focused on supply chains of large industries and sectors that demonstrate financial discipline and stability. 
A first of a kind Supply Chain Conference was organized by the Bank, bringing together industry experts from all sectors. The conference provided a 
platform to share experiences to improve the current industry practices which will definitely help Companies evolve and adjust themselves for the current 
testing times.

The other key sectors that remained in focus were Food and Manufacturing. Both sectors will continue to play an integral role for the Economy in the 
future and the Bank aims to stay closely connected with all key players in these Sectors. In addition, our Project Finance and Syndications team were 
predominantly focused on sectors driving the diversification goals of the nation. Accordingly, the emphasis has predominantly been in education, mining, 
healthcare and hospitality.

Our Investment Banking department continued to provide innovative and Shari’a compliant financial solutions in the form of Sukuks, Equity arrangement, 
Structured Financing and Advisory Services to meet the diverse needs of our valued customers that include sovereigns, government related entities and 
large corporates. Building on our success as the Joint Lead Manager and Dealer for the Sultanate of Oman’s global Sukuk issuance in 2017 and 2018, 
Alizz Islamic Bank was appointed as the Issue Manager and Collecting Bank for OMR 300 million Sovereign Sukuk issuance by Sultanate of Oman in 
2019. Leveraging from this experience, we secured and successfully executed another prestigious mandate for financial advisory services in the tourism 
sector. Our Investment Banking team is also driving Alizz Islamic Bank’s internal ijarah based funding Sukuk programme, which will generate the required 
liquidity to help the Bank sustain its future ambitious growth plans.

RETAIL BANKING 
Retail Banking witnessed exceptional growth and achieved a number of key milestones in 2019 by continuing to focus on providing value-added 
products and services to customers. The Bank further augmented the Bank’s digital platforms offering customers more features that enable them to bank 
from the comfort of their homes.
During 2019, the Bank was able to increase the retail customer base by 25% reaching more than 51,326 retail customers. Retail liability & assets have 
shown substantial year on year growth above 32% & 2% respectively on the overall portfolio as compared to 2018.
Our flagship product the Bushra Prize Savings account continued to be extremely popular amongst our customer base and showcased a robust growth 
of 35% compared to the previous year. It has contributed significantly to the growth of the Bank’s low cost deposit base, achieved in large part due to 
the products unique new features such as the Bushra loyalty program and by introduction of exclusive draws such as the segment draws, special draws 
for professionals and event based draws like Omani National Day draw. Bushra is a Mudaraba based product whereby customers earn expected monthly 
profit on their savings as well as the chance to win one of the many exciting daily, weekly, monthly, quarterly, half-yearly and annual cash prizes.
The Bank has started offering Takaful Business to the valued customers, thereby empowering the product suite and enhancing the customer convenience. 
Bank has booked Takaful business to more than 7% of the customer base, opening a new avenue for Bank’s Non-Funded Income stream. Bank has also 
added additional 2 Takaful products during 2019 named, Domestic Takaful & Travel Takaful. Along with these additional products, bank is positioned as 
a one-stop shop for all customer needs in Takaful requirements.
Bank has launched a new interface and customer convenience system to the network named “Bridge” during 2019. This has enhanced the speed of 
delivery and quality of maintaining higher standards on the customer service arena. 
During 2019, Bank launched phase III of the Mobile Banking application that introduced new features such as Wallet Payments, Personal Finance 
Manager, New Utility Payments at once and many more exciting features. There has been strong customer adoption of the new app with more than 
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45% of the Retail banking eligible customer base on-boarded onto the mobile banking application. This channel migration from physical channels to 
mobile has enhanced the customer experience further as customer enjoy the convenience of banking anywhere whenever they need. Phase III of the 
app further cemented the Bank’s image as a leader in innovative technology with customer convenience at the core of our business strategy. 
Adding to the Banks awards portfolio, the Retail Banking team was recognized by multiple business entities in 2019 and some of the most notable 
awards were: 

 • Best Premium Credit Cards – Signature 100 Luxury Awards
 • Industry Leadership in Customer Experience – Alam al-iktissad Wal A’mal Awards 2019
 • Best Digital Bank, Oman - Global Business Outlook Awards 

INTERNAL AUDIT 
Internal Audit forms the ‘third line of defence’ under the bank’s risk management model, and operates under the direction and guidance of the Board 
Audit Committee and is an independent, objective assurance and consultancy activity, designed to add value and improve the bank’s operations.

During 2019 the department issued over 40 final reports covering the majority of the bank’s activities including IT, Branches, Retail and Corporate 
Finance, Human Resources, Finance, Compliance, Risk Management and Procurement and Administration.

In addition, the internal audit team were quality assured and obtained a ‘Generally Conforming’ status which is the highest that can be awarded. The 
department was also commended for operating a number of leading audit practices.

COMPLIANCE 
Compliance Department is an independent function that identifies; assesses; advises on; monitors and reports on the Banks Compliance Risk. In 
2019, the Bank continued to diligently assess and implement International best practices and Oman specific laws and regulations. The Bank has taken 
appropriate measures to ensure implementation of the Law, regulations and international best practices pertaining to Combating Money Laundering and 
Terrorism Financing. 

In 2019, the Regulatory Affairs team within the Compliance Department handled Central Bank of Oman examination; various information requests from 
the regulators; advised and coordinated on various regulatory approvals; conducted regulatory impact assessments; provided advisory services on new 
and amended Policies, Procedures, Products and E-Channels and conducted Compliance reviews. 

The Combating Money Laundering and Terrorism Financing team reviewed and revised the Policy on Combating Money Laundering and Terrorism 
Financing; continued with the implementation of the Foreign Account Tax Compliance Act and the Common Reporting Standard requirements; provided 
due diligence advisory; reviewed the transactions through the automated AML System; handled information requests from the National Centre for 
Financial Information (NCFI) and our correspondent banks. The Compliance Department also provided specialized and enhanced trainings on AML 
covering specific requirements of Wholesale Banking, Retail Banking and Operations teams. In addition, the AML team visited all the Branches for 
providing training and guidance on the AML related issues.

SHARI’A AUDIT AND COMPLIANCE DEPARTMENT (SACD)
As Shari’a compliance is the essence and cornerstone of Islamic banking, the Bank has to ensure that all its products and services are Shari’a compliant. 
To achieve this, the Bank has appointed a group of eminent Shari’a scholars specialized in the jurisprudence of Islamic transactions to form the Shari’a 
Supervisory Board (SSB). In addition, the Bank established the Shari’a Audit and Compliance Department (SACD), which has been in operation since the 
Bank’s launch. 

The SACD has played various important roles towards their ultimate objective of Shari’a Compliance across all customer dealings, products and services. 
To that end, the SACD reviews the Bank’s products documentation, processes and procedures to ensure that all of the Bank’s transactions have been 
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conducted in line with Shari’a principles and guidelines. Reports on their findings have been submitted to the SSB and the management who have taken 
the required steps to further enhance the Bank’s services and products to be in line with Shari’a principles. 

In 2019, SACD conducted Shari’a training on Shari’a fundamentals, principles and rules, issues, process and documentation of Islamic Financial Transactions. 
The trainings were given to branch staff, customer service representatives, sales team and Credit Administration team. 

Furthermore, the SACD has been indispensable in terms of providing Shari’a compliant solutions to the Bank’s customers, especially in terms of 
corporate customers’ needs where more sophisticated structured products are often required. In addition, the SACD has been involved in the process 
of enhancement, modification and development of various products during the year, as well as products that are due to be launched in 2020 - all of 
which has been done under the supervision and guidance of the Shari’a Supervisory Board (SSB). SACD also conducted Shari’a audits on retail banking, 
corporate banking, and treasury transactions.

The SSB held five meetings with full quorum during 2019. It has reviewed 18 products and product related documents and issued 19 Fatwas on various 
queries. The SSB also reviewed the monthly PDMs, policies, investment proposals, and the Shari’a audit reports and provided appropriate guidance. 

INFORMATION TECHNOLOGY
The bank is continuing its journey towards providing superior customer service through its digitalization initiatives. The bank has introduced, BRIDGE, a 
branch front-end automation initiative geared towards providing an enhanced customer experience for customers’ onboarding and servicing, as well as 
transactions conducted in the branches. 

Then bank has also introduced a revamped mobile banking app that revolves around the customer, allowing the customer to customize it according to 
their preference and allowing easy access to the banking services offered digitally. 

Additionally, IT department seeks to continuously strengthen and enhance the Bank’s position to drive scalability, agility, resilience, information security 
and governance. 

In 2019, IT continued to provide resolute support across the spectrum of the Bank’s departments to produce a scalable and optimal capability for 
transaction processing, telecommunications, technology and administrative services. The IT team successfully delivered a number of key projects 
including the implementation of the Bank’s:

 • BRIDGE: Branch front-end automation solution 
 • Launch of a revamped mobile banking app geared towards enhancing customer experience and driving digitalization of banking services 
 • Launch of contactless debit and credit cards for faster and better customer experience when using cards at Point of Sale (PoS) 
 • Launch of Mobile Payment Clearing System that allows customer to make person-to-person payments across local banks using mobile number, alias, 

or QR code. The service also allows person-to-business payments for merchant payments using similar methods 
 • Launch of various solutions to enhance information security 
 • Launch of automated staff attendance solution 
 • Introduction of various new products such as Service Ijarah for corporate and SME, and Diminishing Musharaka for Commercial line and land 

construction 
 • Introduction of many enhancements across the various existing product lines to support the bank strategical initiatives such as Supply Chain financing 

In addition, IT successfully conducted Disaster Recovery (DR) drill during the year and is continuously working towards enhancing the information 
security, compliance, and meeting all the regulatory requirements. 

The Bank received many awards in recognition of its banking services, product offerings and service to the community. Reflecting the success of the 
Bank in 2019, the Bank received the award for Best Islamic Bank at the Global Business Outlook Awards 2019. Also, as a testament of the exceptional 
market leading position the bank holds in enhancing customer experience, Alizz Islamic Bank received the award for Industry Leadership in Customer 
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Experience at the Alam al-Iktissad Wal A’mal awards for Best Performing Companies. With regards to our outstanding product portfolio, the Tharwa World 
MasterCard Credit Card from Alizz Islamic Bank won the award for Best Premium Credit Card at the Signature Luxury 100 Awards. 

As a result of having one of the best mobile banking applications in the Sultanate, the Bank was also awarded Best Digital Bank at the Oman Banking 
and Finance Awards. Additionally, the bank received the award for Best CSR Bank in Oman at the Global Banking and Finance Awards for the second 
consecutive year for being at the forefront of supporting social development initiatives in the Sultanate.

CORPORATE SOCIAL RESPONSIBILITY
Fostering Strong Communities
At Alizz Islamic Bank, we are committed to supporting the growth and prosperity of our communities. We believe we have the responsibility to give back 
and make a positive difference in the communities in which we live and work, recognizing that when communities thrive, individuals and businesses do, 
too.

In 2019, a key priority to invest in the civic society, education and youth development as well as raising awareness in Islamic Finance as a pathway to 
community prosperity.

Support for Local Community Organizations
We provide strong support to organizations that are working to build strong and resilient communities. In 2019, Alizz Islamic Bank contributed just 
under Omani Rials 50,000 to both social and non-profit causes. Our employees dedicated more than 1000 hours of volunteering and fundraising time 
in support of local community organizations. The Bank supports their efforts through the employee gift matching program.

Alizz Islamic Bank Gift Matching Programme (AIBMP) continues to grow. (AIBMP) matches funds raised by employee teams. The Bank matches up to 
OMR 1,000/- raised by teams of employees. AIB employees receive additional donations to the community organization of their choice.

The Management CSR Committee ensures both CSR and the Charity Funds are aligned in the bank-wide strategy in order to maximize the community 
investment. Our Management CSR Committee consists of senior management team. As part of its mandate, the Management CSR Committee is 
responsible for reviewing and approving the CSR strategy and reporting, including allocating the budget towards each initiative. The Management CSR 
committee has met four times in the last year with minuted document.

Investing in the Future Cornerstone of Oman
At Alizz Islamic Bank, investing in our communities has been a focus since inception of the Bank in 2013. Our goal has always been to help create a 
better life for people that we serve across the country, and we believe investing in the youth is a crucial component on the path to community prosperity. 
In 2019, we took a new approach to our community investment strategy. We aim to support organizations that are committed to helping young people 
in the community reach their full potential, particularly in the areas of health and well-being, and education. We believe this is an investment in the 
long-term security, stability and growth of both our communities and our business. Young people are our future leaders, and Alizz Islamic Bank’s goal is 
to help provide them with the necessary skills and resources they need for success.

As part of the ongoing effort to enable University relationships and the youth. The Bank supported several initiatives with Sultan Qaboos University. The 
bank supported several activities at the university to raise awareness on Islamic Banking and supporting university related initiatives. 
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Bank Annual CSR Signature Event
In line with the spirit of giving during Ramadan, Alizz Islamic Bank (AIB) has launched the ‘Alizz Iftar Sa’yim’ initiative for the sixth year running. 
Implementing the Islamic principles and values of charity and volunteer work during the blessed month, Alizz Islamic Bank distributed over 500 food 
packages to low income families throughout major cities in the sultanate.

The primary goal of the Ramadan initiative is to support the low-income families to prepare for the month of Ramadan with essential foods. 

The secondary goal is to encourage employee volunteerism. Companies, employees and the community gain the benefits of employee volunteerism. 
Employee volunteerism offers a tangible way for businesses to become more personally invested in undertaking social issues, to strengthen employee 
skills and morale and to cultivate a more positive and productive business environment. A large number of Alizz Islamic Bank staff members volunteered 
in distributing packages for the low-income families across the where we conduct our business.

Employee Volunteerism
Alizz employees are given time during working hours, to support the volunteering initiative provided by the Bank. The bank’s flagship annual “Iftaar 
Sayim” volunteering campaign takes place a week before Ramadan each year. This campaign encourages employees to give time and skills to support 
the communities we live and work in.

CSR Sponsorship
In line with its effort to align the Bank’s CSR strategy with the PPP initiatives across the country and in support of the government’s 2040 vision. The 
Bank supported the first CSR & Sustainability portal on Twitter. 

HUMAN RESOURCES (HRD)
With the intention of ensuring organizational effectiveness and the maximum return from our most valuable asset, the people, HRD shifted focus towards 
strategic human resource development (HRD). 

Launching the Bank’s Talent Management strategy into action, we created the Core Competency Framework, the leadership Development Framework 
and the Resourcing Strategy in addition to establishing the talent selection and succession development policy. Being led by the Leadership development 
framework, a series of soft skill programmes focused on lower level of management were introduced to the annual learning calendar. The HR professionals 
also got certified in conducting on-line psychometric tests later towards 2019 which will be deployed during recruitment and promotion activities 
commencing 2020. 

During the year, HRD diligently worked towards independent, impartial and transparent recruitment process, aiming to select the most suitable individuals 
who meet the requirements of the roles and prove themselves to be a cultural fit demonstrating Alizz Islamic Bank’s core values of integrity, excellence 
and teamwork. In 2019, as a part of our Omanisation priorities, the Bank has contributed through Internship programmes for fresh graduate students 
from different Colleges and Universities to enable them to explore banking careers. The programme has provided the students the opportunity to get a 
feel of practical work compared to their theoretical aspects of their education.  

The Bank’s employee Engagement, holistically, is a day to day experiences of employees around key pillars; It is ensuring that the Bank’s employees are 
“feeling valued”, “feeling heard” and “being supported” by their line managers. 

In 2018, the Senior Manager - Employee engagement & Organizational Development joined the bank to manage and enhance this function. Further, 
to activate the culture through frequent recognition that enable it to occur at every level of the Bank’s employees. Ideally, it is to foster the well-being 
of its employees for the long run productivity. In 2019, the bank has conducted lots of activity such as Employee of the Month; International Day of 
Friendship; Bring kids to work day; Health Fitness Sessions; Live cooking Competition; HR Breakfast with departments; It’s start with your sessions; Branch 
Visits; Coffee with CEO; Morning Tea with CHRO. 



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019     | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 42

In 2020, there are many activities that the Bank will focus on the Organizational Development to support employees to build their capacity to change 
and achieve greater effectiveness by developing, reinforcing strategies, structures, and processes to maximize opportunities to influence and contribute 
to AIB success such as Mentoring Program; Let’s go green; Increasing productivity; Food for thought; Financial Advisory; Collaboration meetings between 
departments and Open Day for employees every quarter. 

RISK MANAGEMENT
Since inception, the Bank has exerted focused efforts in building a robust, and sustainable risk governance framework and to create the risk awareness 
culture across all tiers of the organization’s hierarchy. In 2019, the Bank has leveraged on the earlier initiatives to further strengthen its existing policy 
framework and to realign them to the changing market dynamics.
The Bank has established its Enterprise Risk Management (ERM) framework in accordance with the requirements of Basel accord and Islamic Banking 
Regulatory Framework (IBRF) issued by the Central Bank of Oman (CBO). During 2019, the Bank has taken a comprehensive review of Credit Underwriting 
Policy Framework & Infrastructure along with all associated risk management policies covering Target Market & Risk acceptance Criteria, Early Warning 
Indicator (EWI) Framework, Risk Appetite Framework (RAF) & Policy, Stress Testing Policy, Provisioning Policy Framework (IFRS 9 Compliant) and ERM 
Framework & Policy.
On Credit Risk, the Bank has established a comprehensive review program on a quarterly basis for large exposures along with Significant Increase in Credit 
Risk (SICR) criteria under IFRS9 to provide warning signals on credit quality deteriorating exposures and to prepare our strategies for the management of 
those relationships in a proactive manner. Further entire IFRS9 regulatory reporting is automated for seamless reporting.
The credit underwriting process for Retail Banking was streamlined to allow for faster turnaround while maintaining adequate oversight over the whole 
process. The governance process on Market Risk was further strengthened by establishing value at risk (VaR) and Duration Analysis models and shock 
analysis for the proprietary investments Portfolio. 
Risk tolerance limits for foreign exchange, profit rate and liquidity risks were realigned. The Bank has enhanced its distribution network to enhance its 
retail deposit base and currently a well thought out strategy is put in place with a thrust on low cost deposit mobilization through the retail network. 
Liquidity is also actively being managed through the ALCO forum, where the Bank is pursuing actively into increasing the sticky and retail deposits along 
with operationalizing some of the wholesale banking financing relationships.
As part of the Business Continuity Management (BCM) Policy Framework, the Bank’s Operational Risk working in close coordination with our IT group has 
completed the testing of BCM along with the Disaster Recovery Center (DRC). The Bank has implemented Information Security tools to test its resilience 
towards IT security risks covering Privileged Access Management (PAM), Penetration Testing and Vulnerability Assessment, Mock-drill attacks, Security 
Incidents Event Management (SIEM) solution to mention a few. The Bank has established a Security Operations Centre (SOC) which will help to identify 
IT security risks on a timely basis. 
The road ahead for 2020 for Risk Management looks promising, with new initiatives such as Moody’s Risk Rating Model Validation, Calibration and 
Optimization, improvements in IFRS9 automation (with Version 2.0), Quantitative modelling for Loss Given Default (LGD), Pillar 2 Risk Assessment (Basel 
mandate), elaborate Stress Testing with several automation initiatives under our belt.

OUTLOOK AND STRATEGIC INITIATIVES FOR 2020 
The Bank received an offer from Oman Arab Bank SOAC for a proposed merger with an indicative Swap ratio of around 81%:19% to the shareholders 
of Oman Arab Bank SAOC and Alizz Islamic Bank SAOG, respectively. This remains subject to approval of the shareholders in an Extraordinary General 
meeting, the Central Bank of Oman and the Capital Market Authority. 
We believe that the proposed merger will provide several short and long term benefits for the shareholders of both banks. In addition, the merger will 
also provide the Bank with additional capital to pursue its growth plans. As per the terms of the merger, the Islamic window of Oman Arab Bank will 
become part of Alizz Islamic Bank which will continue to remain a fully licensed Islamic Bank. 

Salaam Said Al Shaksy
Chief Executive Officer
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1. INTRODUCTION
Alizz Islamic Bank SAOG (“the Bank”) was incorporated in the Sultanate of Oman, as a public joint stock company to carry out Islamic banking 
activities in accordance with the principles of Shari’a. The Bank commenced its operations on 30th September 2013 and is currently operating with 
ten branches.
The Bank has established its Enterprise Risk Management (ERM) framework in accordance with the requirements of Basel accord and Islamic 
Banking Regulatory Framework issued by the Central Bank of Oman (CBO). During 2018, the Bank has implemented a comprehensive review 
of Credit Underwriting Policy Framework along with all associated risk management policies covering Target Market & Risk Acceptance Criteria 
(TM&RAC), Early Warning Indicator (EWI) Framework, Risk Appetite Framework (RAF) & Policy, Stress Testing Policy, Provisioning Policy Framework 
(IFRS 9 Compliant) and ERM Framework & Policy.
Basel II, Pillar III disclosures include qualitative and quantitative information about the Bank’s ERM framework, Shari’a governance and capital 
adequacy.
The Bank’s shares are listed on the Muscat Securities Market (MSM) and its principal place of business is in Muscat, Sultanate of Oman. 

2. SCOPE OF APPLICATION
2.1 Qualitative disclosures

Alizz is an Islamic Bank and is neither part of any group nor has any subsidiary, therefore Basel II and Basel III guidelines are applied at Bank 
level.
As there is no consolidation process, there are no differences in the basis of consolidation for financial reporting and for regulatory purposes. 
There are no restrictions applicable for transfer of funds or regulatory capital.

2.2 Quantitative disclosures
Due to accumulated losses and significant growth in the startup phase, Bank’s regulatory capital has fallen below minimum requirement of 
OMR 100 million. The Bank is in discussion with another bank for potential merger which will include capital injection to meet the regulatory 
requirements and would allow the Bank to pursue its growth plans. The CBO had granted extension till 31 December 2019 to comply with 
the minimum capital requirement. During the year, the Bank’s Board of Directors have approved an offer from an another bank for a potential 
merger. Among other things, terms will include required enhancement of the Bank’s capital base to comply with the requirements of the CBO 
in this regard. 
The Bank does not own any interest in any Takaful company or any other company.

3. MEDIA AND LOCATION OF DISCLOSURE 
The Bank’s Pillar 3 disclosure will be made available under the Annual Report (Basel III section) of the Bank’s website at www.alizzislamic.com.

3.1 Basis and Frequency of Disclosure
This Pillar 3 disclosure document has been designed to be in compliance with CBO’s Pillar 3 guidelines, and is to be read in conjunction with 
the Bank’s Financial Statements for financial year ended 31st December 2019.
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4. CAPITAL STRUCTURE
4.1 Qualitative disclosure

The Bank’s regulatory capital is calculated as per the guidelines issued by the CBO and it includes common share capital. The Bank has an 
authorized share capital of OMR 200 million divided into 2 billion shares of OMR 0.100 each, while it’s paid up capital is OMR 100 million 
divided into 1 billion shares of OMR 0.100 each.
The regulatory capital is classified into two categories – Tier I and Tier II. The Bank’s Tier I capital comprises of equity shares, legal reserves and 
retained earnings, reduced by unrealized losses on investments categorized as fair value through equity, intangible assets and deferred tax.
Tier II capital comprises of provisions calculated on accounts categorized as Stage 1 and Stage 2 under IFRS 9 subject to a maximum of 
1.25% of the credit risk weighted assets. Any unrealized gain on investments categorized as fair value through equity, is discounted by 55%.
Equity of Unrestricted Investment Account Holders (URIA) is not considered as part of regulatory capital and the Bank is not reducing its risk 
weighted assets for jointly financed assets.

4.2 Quantitative disclosure
Elements of capital

2019 2018
RO RO

Tier I Capital
Issued Capital
1 Paid-up capital  100,000,000 100,000,000 
2 Legal reserves  490,681 490,681 
3 Accumulated losses  (30,349,752)  22,359,288)
Total Gross Tier I Capital  70,140,929  78,131,393 
Deductions
4 Cumulative Losses on Fair Value of investment classified as fair value through equity (157,859)  (2,160,515)
5 Deferred Tax Asset  (2,866,939)  (2,866,939)
6 Intangible Assets, including losses, cumulative unrealised losses recognised directly in equity  (1,607,953)  (1,534,555)
7 Tier I capital after all deductions  65,508,178  71,569,384 
  
Tier II Capital
8 Cumulative fair value gains on FVTE investments (up to 45%)  87,940  567 
9 General financing loss provisions/Collective provision 5,187,149  3,436,709 
10 Total Tier II capital 5,275,089  3,437,276 
Deductions
11 Total deductions from Tier II  -   -  
Tier II Capital (Net) 5,275,089  3,437,276 
12 Total Regulatory Capital 70,783,267  75,006,660 
13 Total amount of unrestricted IAH funds  155,612,762 134,114,218 
14 Profit Equalisation Reserve (PER)      -   -           
15 Investment Risk Reserve (IRR)      -   -             
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5. CAPITAL ADEQUACY 
5.1 Qualitative disclosures

A strong capital position is essential to the Bank’s business strategy and competitive position. The Bank’s capital strategy focuses on long-term 
stability, which aims to build and invest in core banking activities.
The Bank seeks to maintain adequate levels of capital in order to:
 • Support the underlying risks of the Bank’s business;
 • Optimize growth; 
 • Be able to withstand capital demands under market shocks and stress conditions;
 • Strategic, business plans and ICAAP (a reflection of the Bank’s short to medium term strategy, i.e., 3 years and thus ties up the capital 

planning and risk appetite with the overall strategy of the Bank) are drawn up annually covering at least three years’ horizon. This ensures 
that risks based on the banks’ Risk Appetite Framework (RAF) & Policy, are assessed and adequate levels of capital is maintained by the 
Bank to support its strategy. The above takes the following into account:
a. Growth of core financing and investment business based on business plans of the various business units (Wholesale Banking Large and 

Mid-Corporate Banking, Treasury and Investment Banking, Project Finance, SME Segment and Retail Banking);
b. The funding structure and sources of funding, liabilities and equity, to support the asset growth taking into consideration the need to 

maintain strong liquidity position based on Basel III guidelines;
c. Maintenance of Regulatory capital requirements (Capital Adequacy Ratios). 

5.2 Internal Capital Adequacy Assessment Process (ICAAP)
The Bank’s ICAAP is in sync with the Bank’s strategy and addresses capital planning, risk appetite, assessment of all types of material risks, 
testing the capital requirement under different stress scenarios, capital required for covering all material risks due to current as well as 
prospective business profile and internal organization and processes to manage the above on an on-going basis.
At the Bank level, the overall capital adequacy is assessed through the ICAAP Framework. As a result, the organization has identified material 
risks and assessed the capital levels consistent with the risks identified.
The ICAAP framework determines the level of capital required to support the Bank’s current and projected activities for capital under normal 
and stressed conditions. The ICAAP report is produced on an annual basis and is duly approved by the Board Risk & Compliance Committee 
(BRCC) as well as the Shari’a Supervisory Board and the Board of Directors.

5.2.1 Comprehensive Risk Assessment under ICAAP Framework
Under the ICAAP methodology, the following risk types are identified and measured:
 • Risks captured under Pillar 1 of BASEL III (credit risk, market risk and operational risk);
 • Risks not fully captured under Pillar 1 of BASEL III (e.g. Residual Risks);
 • Risks not taken into account by Pillar 1 of BASEL III (e.g. Profit Rate Risk in the Banking Book (PRRBB), Liquidity Risk, Business/

Strategic Risk, Reputational Risk, Macroeconomic Risk and Concentration Risk-Name and Economic Sectors); and
 • External factors, including changes in economic environment and regulations.
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5.2.2 Assessment of Pillar 1 and Pillar 2 Risks under BASEL III regime
The bank quantifies its risks using methodologies that have been reasonably tested and deemed to be accepted in the industry.
Where risks are not easily quantified, due to the lack of commonly accepted risk measurement techniques, expert judgment is used to determine 
the size and materiality of the risk. The Bank’s ICAAP then focuses on the qualitative controls in managing such material, non-quantifiable risks 
within the established governance framework of the bank. These qualitative measures include the following:
 • Adequate governance process through Shari’a Supervisory Board, BRCC, EXCOM and the Board of Directors;
 • Adequate systems, procedures and internal controls;
 • Effective risk mitigation strategies; and
 • Regular monitoring and reporting through various committees and management forums.

5.2.3 Stress Testing
The Bank’s stress testing program started in 2014 and has a Board approved Stress Testing Framework and Policy in place. It is embedded 
in the risk and capital management process. The program serves as a forward looking risk and capital management tool to understand the 
Bank’s risk profile under extreme but plausible conditions. Such conditions may arise from the macroeconomic, strategic, political and business 
environmental factors.
Under the Alizz Islamic Bank’s (AIB) Stress Testing Policy and Framework, approved by the Board in December 2017, the potential unfavorable 
effects of stress scenarios on the Bank’s profitability, asset quality, liquidity, risk weighted assets and capital adequacy are modelled. At AIB, the 
Stress Testing methodology is under constant review by Chief Risk Officer (CRO) to reflect the prevailing regulatory and global best practices 
along with reflecting the macroeconomic scenarios and is capable of translating the potential risks faced by the Bank into meaningful results.
Specifically, the stress testing program is designed with an objective to assess the resilience, solvency, liquidity and profitability of the Bank against 
various stressed events. Depending on the nature of the risk factor, the impact of the stress testing exercise where applicable, are measured on 
the following indicators of the Bank:
 • Assets quality – increase/decrease in non-performing assets measured in terms of ratio to financing assets;
 • Profitability – increase/decrease in the accounting profit & loss;
 • Capital adequacy – measured in terms of changes in total amount of capital and the Capital Adequacy Ratio (CAR);
 • Liquidity position – measured in terms of changes in key liquidity indicators. The Stress Testing Task Force comprising various risk management 

teams tables the stress testing reports with CEO and Board Risk Committee before getting approval form Board and discusses the results with 
regulators during annual bilateral meetings.

Approach towards risk weighting of assets funded by Unrestricted Investment Holders (URIA):
Assets funded by URIA funds are risk weighted at 100% in view of requirements of the CBO and displaced commercial risk.
Capital Adequacy requirements also takes into account the specific risks of the Islamic financing instruments. The financing assets in the books 
mainly comprise of Ijarah assets-Ijarah Muntahia Bittamleek, Murabaha, Wakala bil Istithmar, Diminishing Musharaka and Investments in Sukuk 
and Shari’a compliant Equities. 
In case of Ijarah financing, the assets are leased to the customer, as such no market risk is accounted for the same. However, in view of the lease 
rentals due from the customer, charge towards credit risk is accounted based on the amount due from the customer.
In case of Murabaha based contracts, in all cases the promise to purchase undertaking is obtained from the customers before issuance of the 
purchase order or cheque to the seller for purchase of asset, as such no market risk is assumed by the Bank in case of Murabaha based contracts.
In case financing is extended under the Wakala bil Istithmar or Diminishing Musharaka structures, the exposures are risk weighted at 100% given 
the fact that the same are done on an unrestricted basis wherein the risk of loss is assumed by the Bank.
Investments in Sukuk comprise of certificates that gives the Bank the entitlement to receive returns on an asset, usufruct and services of which 
the undivided ownership is transferred to the Sukuk holders. Investments in Sukuk and Shari’a compliant equities are held in the ‘Available for 
Sale’ category and are marked to market on a daily basis. 
All assets of the bank are risk weighted according to the CBO guidelines.
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5.3 Quantitative disclosures
Capital adequacy ratio, capital requirements for various types of risks and composition of capital is presented as follows:

(a) Capital Requirements 2019 2018
RO RO

 Risk Weighted
Assets (RWA)

Capital
Requirement

Risk Weighted
Assets (RWA)

Capital
Requirement

Credit Risk  484,964,428 53,346,087  457,198,178 50,291,800
Market Risk  7,287,500 801,625  9,112,500 1,002,375
Operational Risk  31,502,299 3,465,253  25,221,714 2,774,389
Total  523,754,227 57,612,965  491,532,392 54,068,564

(b) Capital Requirements 2019 2018
Details RO RO

1 Tier I Capital (after supervisory deductions)  65,508,178  71,569,384 
2 Tier II capital (after supervisory deductions and up to eligible limits) 5,275,089  3,437,276 
3 Of which, total eligible tier III capital  -   -  
4 Risk weighted assets – Banking book  484,964,428  457,198,178 
5 Risk weighted assets – operational risk  31,502,299  25,221,714 
6 Total Risk Weighted Assets – Banking Book + Operational Risk  516,466,727  482,419,892 
7 Minimum required capital to support RWAs of Banking book and operational risk 56,811,340 53,066,189

i) Minimum required Tier I Capital for Banking book and operational risk 51,536,251 49,628,913
ii) Tier II Capital required for Banking book and operational risk 5,275,089  3,437,276 

8 Tier I capital available for supporting trading book 13,972,178  17,116,384 
9 Tier II capital available for supporting trading book  -   -  
10 Risk Weighted Assets – trading book  7,287,500  9,112,500 
11 Total capital required to support trading book 801,625 1,002,375
12 Minimum Tier I capital required for supporting trading book 228,463  311,648 
13 Total Regulatory Capital 70,783,267  75,006,660 
14 Total Risk Weighted Assets – Whole Bank  523,754,227  491,532,392 
15 BIS Capital Adequacy Ratio 13.51% 15.26%
16 Unused but eligible Tier III Capital  -   -  
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(c) Capital Adequacy Ratio 2019 2018
 RO RO
Total Risk Weighted Assets (RWA)  523,754,227  491,532,392 
Total Eligible Capital 70,783,267  75,006,660 
Capital Adequacy Ratio 13.51% 15.26%

   

(d) Ratio of Total and Tier I Capital to Total RWA 2019 2018
 RO RO
Tier 1 Capital  65,508,178  71,569,384 
Total Capital 70,783,267  75,006,660 
Total RWA  523,754,227  491,532,392 
Ratio to Total Capital to RWA 13.51% 15.26%
Ratio to Tier I Capital to RWA 12.51% 14.56%

   

(e) Ratio of Total Capital to Total Assets 2019 2018
 RO RO
Total Capital 70,783,267  75,006,660 
Total Assets 718,833,345  682,811,847 
Total Capital to Total Assets 9.85% 10.98%

(f) Disclosure of Capital Requirements according to different risk categories of each Shari’a compliant financing contract
 2019 2018

RO RO 
 Credit Risk Market Risk Credit Risk Market Risk
Murabaha receivables 10,030,072  -  10,699,019  -  
Wakala bil Istithmar 11,769,448  -  12,362,919  -  
Ijarah assets-Ijarah Muntahia Bittamleek 17,965,906  -  17,906,224  -  
Diminishing Musharaka 9,222,955  -  5,279,389  -  
Banks 500,212  -  283,314
Investments 414,042  -  502,561
Other assets 1,495,832  -  1,592,196
Letter of Guarantees 722,008  -  1,044,864  -  
Letter of Credit 151,242  -  72,342  -  
Irrevocable financing commitments 1,074,370  -  548,972  -  
Total 53,346,087  -  50,291,800  -  
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6. INVESTMENT ACCOUNT HOLDERS (IAH):
The Bank accepts funds from investors in Equity of unrestricted investment account holders on Mudaraba basis and in Investment accounts on 
Wakala bil Istithmar basis. As the Bank currently does not accept funds on restricted basis, disclosure provided below are applicable for unrestricted 
investment account holders.
Mudaraba: Under the Mudaraba contracts, Bank Participates both as Mudarib (manager) and Rab-al-Mal (investor). Funds provided by investors are 
on unrestricted basis and are merged with funds of the Bank as Rab-al-Mal and a Mudaraba pool is established in which the assets are invested. 
Income generated from such assets is distributed in accordance with a transparent arrangement duly approved by the Shari’a Supervisory Board of 
the Bank. Complete disclosure of policies, procedures, product design/type, and profit allocation basis has been explained in detail in the qualitative 
disclosure. The Bank currently does not accept funds on restricted basis.
Wakala bil Istithmar: Under Wakala bil Istithmar arrangement, the Bank accepts funds from investors as Wakeel and invests in Shari’a compliant 
assets. Wakeel is entitled to a fixed fee as a lump sum or percentage of fund provided. Expected profit payout is mentioned to investors upfront 
while any return generated in excess of expected profit is retained by the Bank as Wakeel incentive fee. The Bank should bear the loss in case of 
Wakeel’s default, negligence or violation of any terms and conditions of the Wakala bil Istithmar agreement, otherwise the loss would be borne by 
the investor or Muwakil.

6.1 Qualitative disclosures
During 2019, Bank had introduced two separate pools Wakala Bil Isthithmar and Mudaraba.
Disclosures for URIA on Mudaraba basis.
The Policy governing management of unrestricted funds is in place, the same covers approaches to the management of the investment 
portfolio, establishment of prudential reserves, calculation, allocation and distribution of profits.
Bank has the following two broad categories of Mudaraba based URIA products;
 • Savings accounts
 • Term Investment deposits

Saving accounts and Term Investment deposits under the Mudaraba contract are available to individual customers while term deposits under 
the Mudaraba contract are available to corporate customers and high net-worth Individuals.
Under saving accounts, the customers have flexibility of withdrawing and enhancing their investment with the Bank at any time without 
any restrictions. However, customers opting for saving account also accepts lower weightage and corresponding profit payouts as the Bank 
cannot invest customers’ money in long term assets yielding higher returns. A combination of Qard-Hasan and Mudaraba based Izdihar saving 
account allows the customer to earn high weightages on the balances in savings account while it allows the customers to withdraw from 
current account by cheques.
The Bank also offers prize based Saving Product ‘Bushra’ which is a Mudaraba Savings Account. Customers apart from earning profits out of 
Mudaraba pool, also stands a chance to win prizes which are provided through Hiba from shareholder’s fund. “Hasalti” which is a children’s 
savings account is also based on Mudaraba principles.
Under the Term Investment deposits, customers are required to maintain their investments with the Bank at contracted tenors. The IAH are 
allowed to prematurely withdraw their funds. However, the IAH will be paid adjusted profit commensurate to the tenor of their investments 
remaining with the Bank.
The Asset and Liability Committee (ALCO) is the governing body for managing IAH funds while investment and financing decisions have been 
entrusted to various committees and individuals based on a comprehensive authority matrix duly approved by the Board of Directors.
IAH funds are invested and managed in accordance with Shari’a requirements and the same are monitored by Shari’a department of the Bank 
which reports directly to the Shari’a Supervisory Board. 
Products information is available on the Bank’s website and is also included in the marketing material available at the branches.
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Disclosures on Wakala Bil Isthithmar basis

The Policy governing management of Wakala Bil Isthithmar funds is in place. the same covers approaches for the management of the investment 
portfolio, distribution of profits and Wakil fees.

Bank has the following two broad categories of Wakala Bil Isthithmar products.

 • Call Investments Accounts

 • Term Deposits

Call Investment accounts and Term deposits under the Wakala Bil Isthithmar contract are available to Financial Institutions, Governments, Pension funds. 
corporate customers and high net-worth Individuals.

Call Investment accounts do not have defined maturity and the customers have flexibility in withdrawing and enhancing their investments without any 
restrictions. They are accepted on the basis of Wakala and customers are paid profit on monthly basis based on average balance maintained.

Under the Term deposits, customers are required to maintain their investments with the Bank at contracted tenors. The Wakala Bil Isthithmar depositors 
are allowed to prematurely withdraw their funds. However, the Wakala Bil Isthithmar depositors will be paid adjusted profit commensurate to the tenor 
of their investments remaining with the Bank.

The Asset and Liability Committee (ALCO) is the governing body for managing Wakala Bil Isthithmar funds while investment and financing decisions have 
been entrusted to various committees and individuals, based on a comprehensive authority matrix duly approved by the Board of Directors.

Wakala Bil Isthithmar funds are invested and managed in accordance with Shari’a requirements and the same are monitored by Shari’a department of 
the Bank which reports directly to the Shari’a Supervisory Board. 

Products information is available on the Bank’s website and is also included in the marketing material available at the branches.

The Bank maintains separate pool for URIA and Wakala Bil Isthithmar funds. The income from Mudaraba and Wakala Bil Isthithmar pool is reduced by pool 
expenses comprising general and specific impairment provisions against Mudaraba and Wakala Bil Isthithmar pool assets, respectively. Net pool income 
is allocated to Mudarib and URIA funds in accordance with their respective contribution. 

Income allocated to IAH is reduced by 10% towards Profit Equalization Reserve (PER) if any. The Bank thereafter charges a Mudarib share at a maximum 
rate of 60% which is approved and declared on a monthly basis. Remaining distributable profit is further reduced by 10% towards Investment Risk 
Reserve (IRR). These reserves are created for future contingencies. Net distributable income is distributed to different classes of IAH in accordance with 
the weightages coinciding with their tenor and amount of the investment which are announced in a transparent manner every month on the Bank’s 
website and are displayed in the branches.

The Bank pay competitive rate of returns to its investors by accepting Displaced Commercial Risk (DCR) based on actual profits. In order to pay its 
investors competitive rate of return, the Bank may waive partially or entirely its Mudarib share. The Net income from the pool after accounting for the 
Mudarib share, is further reduced by transfer of income to PER and IRR in line with the Shari’a requirements. 

The objective of investments of the Bank is to invest the funds without exposing the investors to excessive risks and to provide healthy payouts 
commensurate with their expectation. 

During the year 2019, there was no change in the investment strategy of the Bank that affects IAH funds. Further, the approach adopted by the Bank 
of comingling of funds of IAH and Shareholders continued throughout the year.

The Bank does not charge any administrative expenses to the pool as the same are borne by the Bank as Mudarib in lieu of Mudarib share.
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6.2 Quantitative disclosures

PER to IAH ratio
2019 2018

RO RO
Profit Equalisation Reserve (PER) -  -  
Unrestricted IAH funds 2,345,158 2,843,190

IAH funds by contract type

Contract type
2019 2018

RO RO
Mudaraba 155,612,762 134,114,218
Wakala bil Istithmar 446,756,712 415,274,399
Total 602,369,474 549,388,617

Disclosures for URIA on Mudaraba and Wakala Bil Isthithmar basis
Return on Assets (ROA): Amount of total net income (before distribution of profit to unrestricted IAH)/Total amount of assets financed by 
Shareholders’ equity and minority interests, Unrestricted IAH, and current accounts and other liabilities.

Item
2019 2018

RO RO
Amount of Total Income 38,399,796 35,451,552
Average amount of assets 700,822,596 625,884,681
Return of Assets (ROA) 5.48% 5.66%

Return on Equity (ROE): Amount of total net income (after distribution of profit to IAH)/Amount of shareholders’ 
equity.

Item
2019 2018

RO RO
Amount of Total Net Income 19,019,998 18,999,348
Average amount of shareholder’s equity 74,057,380 78,112,352
Return of Equity (ROE) 25.68% 24.32%
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Ratio of profit distributed by type of IAH on Mudaraba basis

Item
2019 2018

RO RO
Saving 99% 98%
Investment term deposits 1% 2%

Equity of unrestricted investment account holders by type on Mudaraba basis

Item
2019 2018

RO RO
Saving 154,605,222 132,258,043
Investment Term Deposits 1,007,540 1,856,175
Total 155,612,762 134,114,218

Equity of unrestricted investment account holders by type on Mudaraba basis

Item 2019 2018 2017 2016 2015
Profit sharing ratio (Mudarib : Investment Account Holders) 60:40 60:40 60:40 60:40 60:40
Average Profit paid to Investment Account Holders 1.00% 2.40% 1.45% 0.87% 0.30%

Computation of Pool income for the year ended 31 December 2019 is as follows:

Item
2019 2018

RO RO

Pool Income 35,883,124  30,842,634

Pool Expenses (1,948,619) (1,472,130) 
 
Net Pool Income 33,934,505 29,370,504 
Less: Income attributable to Wakala customers (24,517,044) (18,189,327)
Profit attributable to Mudaraba pool 9,417,461 11,181,177
Mudarib fee (1,019,274)  (974,977)
Movement to or from PER/IRR - -  
Total amount paid to IAH  
Total amount attributable shareholder funds as Rab- al -Mal 8,398,187 10,206,200 
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PER and IRR ratios: 
During the year, the Mudaraba pool income was not sufficient to pay market based profit rates and therefore the Bank did not allocate income to PER and 
IRR and also waived in full or part of its Mudarib share after approval of SSB. This practice is normal for Islamic banks in its early years of their operation.

There were no material changes in asset allocation during the last six months. 
Latest Profit rates paid to investment account holders for the month ended 31 December 2019

Item
2019

Weightages Declared Profit Rate
SAVINGS ACCOUNT INDIVIDUALS AED 3.394% 0.137%
SAVINGS ACCOUNT INDIVIDUALS GBP 2.263% 0.095%
SAVINGS ACCOUNT INDIVIDUALS OMR 7.154% 0.287%
SAVINGS ACCOUNT INDIVIDUALS USD 3.577% 0.150%
SAVINGS ACCOUNT INDIVIDUALS EUR 2.204% 0.090%
GOV WAQF AND MASJID SAVINGS ACCOUNT OMR 7.154% 0.287%
BUSHRA PRIZE SAVINGS ACCOUNT OMR 7.154% 0.287%
HASALITI SAVING ACCOUNT OMR 13.970% 0.600%
SAVINGS ACCOUNT IZDIHAR (0-29,999) 7.154% 0.287%
SAVINGS ACCOUNT IZDIHAR (30,000-99,999) 47.918% 2.000%
SAVINGS ACCOUNT IZDIHAR (100,000-499,999) 66.275% 2.750%
SAVINGS ACCOUNT IZDIHAR (500,000-899,999) 73.133% 3.000%
SAVINGS ACCOUNT IZDIHAR (900,000 & above) 84.602% 3.500%
TERM INVESTMENT DEPOSIT - Monthly OMR (0-9,999) 11.431% 0.455%
TERM INVESTMENT DEPOSIT - Monthly OMR (10,000-49,999) 11.431% 0.460%
TERM INVESTMENT DEPOSIT - Quarterly OMR (0-9,999) 13.972% 0.560%
TERM INVESTMENT DEPOSIT - Half Yearly OMR (0-9,999) 19.052% 0.760%
TERM INVESTMENT DEPOSIT - Half Yearly OMR (10,000-49,999) 36.100% 1.500%
TERM INVESTMENT DEPOSIT - 9 Months OMR (10,000-49,999) 54.210% 2.160%
TERM INVESTMENT DEPOSIT - Annually OMR (0-9,999) 66.303% 2.650%
TERM INVESTMENT DEPOSIT - Annually OMR (10,000-49,999) 68.400% 2.750%
TERM INVESTMENT DEPOSIT - Annually OMR (50,000-99,999) 75.200% 3.000%
TERM INVESTMENT DEPOSIT - 2 YEARS OMR (0-9,999) 48.270% 3.250%
TERM INVESTMENT DEPOSIT - 2 YEARS OMR (10,000-49,999) 77.700% 3.400%
TERM INVESTMENT DEPOSIT - 2 YEARS OMR (50,000-99,999) 77.700% 3.500%
TERM INVESTMENT DEPOSIT - 5 YEARS OMR (0-9,999) 85.200% 4.000%
TERM INVESTMENT DEPOSIT - 5 YEARS OMR (10,000-49,999) 85.200% 4.150%

On a monthly basis, the Bank announces profit rates and weightages on its website which can be accessed at http://alizzislamic.com/Personal/Rates-
Weightages.

The Bank has no off-balance sheet exposures arising from investment decisions. Further, the bank had no limits imposed on the amount that can be 
invested in any one type of asset.
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7. RESTRICTED INVESTMENT ACCOUNTS
The Bank does not have any restricted investment accounts as at the reporting date.

8. RETAIL INVESTORS - ORIENTED DISCLOSURES FOR INVESTMENT ACCOUNTS
The disclosures mentioned under section 6 above are equally applicable for retail investors. Salient features are reproduced below in a simplified 
manner.

8.1 Distribution methodology
The Bank maintains separate pools for Mudaraba and Wakala deposit account holders. The Bank has clearly identified assets so that the 
distribution can be done fairly.
All retail assets with the exception of Home Finance Ijarah and Property Murabaha are tagged to the Mudaraba pool, whereas all other 
financing and investment assets are tagged to the Wakala pool. The Assignment of various asset classes was done in consultation with the 
Shari’a Department and approved by the Shari’a Supervisory Board. There was no change in such assignment during 2019.
The Bank abides by the following profit distribution methodology for distributing its profits to IAH. Total income from Islamic financing and 
placement activities is classified under the respective pools and is calculated in accordance with Bank’s accounting policies. 
The net profit of the pool is calculated in accordance with the following formula:
Net income of the pool = (Income from financing & placements) – (General and specific provisions)
Net income of the Mudaraba pool is allocated between Shareholders and the Investment Account Holders according to their respective 
contribution and tenor of their investments in the Mudaraba pool, whereas the return to Wakala account holders is deducted from the net 
income of the Wakala pool to calculate the incentive fee of the Wakeel. 
All administrative and general expense (including staff expenses) are borne solely by the shareholders from the date of commencement of 
the Bank’s operation. 
Fees/charges (Letters of Credit, Letters of Guarantee, General Banking and allied services) is Bank’s income and such income is not included 
in the pool calculation. 
Depreciation relating to fixed assets owned by the Bank (other than those meant for the investment in the common pool) is not charged to 
the common pool and is charged to the shareholders. 
Before distributing the net profit of the Mudaraba pool, PER is established by transferring a suitable percentage (maximum 10%) of the net 
profit on a monthly basis. Transfers and deductions from this reserve are carried out with prior approval from the Bank’s Shari’a Supervisory 
Board. 
The Mudarib’s profit share is calculated by applying a predefined percentage (between the Bank and the IAH) to share the profit from the 
Mudaraba pool. The Bank’s share as Mudarib is 60% maximum while IAH share is 40%.
Investment Risk Reserve (IRR) is created out of the IAH share of profit (maximum of 10%).
In case the balance in the reserve account is not sufficient to pay the desired rate of return, shareholders may forego their share of profit (in 
full or in part) to the depositors with the approval of the Bank’s Shari’a Supervisory Board.
The assessment of provision is made by the Bank on a regular basis. 
The PER is used for smoothing the returns that are paid to the Investment Account Holders and Shareholder. Any loss of IAH is covered from 
the IRR. 
Any loss due to negligence or misconduct on the part of the Bank is deducted from the Bank’s share in the profits of the respective pool. Any 
excess of such loss is deducted from the Bank’s share of fund from the respective pool.
In order to ensure adequate transparency in the payout process, the profit paid to IAH is posted on the Bank’s website at http://alizzislamic.
com/Personal/Rates-Weightages
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8.2 Profit Equalization Reserve 
 • The Bank (at its discretion) shall apportion an amount out of the Mudaraba income before allocating the Mudarib share, in order to maintain a 

certain level of return on investment for IAH.
 • The percentage (up to a maximum of 10%) being set aside for the purpose is determined by the management and shall be approved by ALCO.
 • The percentage of PER shall be agreed/approved by the IAH at the time of opening the URIA account by signing the terms and conditions. 
 • The amount accumulated as PER shall be released/distributed in the years of lower performance as decided by the ALCO, subject to approval 

of SSB.
 • Balance of PER shall be maintained as a current account.

8.3 Investment Risk Reserve (IRR) 
 • The Bank (at its discretion) shall apportion an amount out of the income of IAH, after allocating the Mudarib share, to IRR in order to cater 

against future losses for Investment accountholders.
 • The percentage (up to a maximum of 10%) being set aside for the purpose of PER is determined by the management and shall be approved 

by ALCO. subject to the approval of SSB.
 • The percentage of IRR (up to a maximum 10%) shall be agreed/approved by the IAH at the time of opening the URIA account. 
 • The amount accumulated as IRR shall be released/distributed to mitigate the account loss as decided by the ALCO.
 • Balance of IRR shall be maintained as a current account.

The Bank has trained customer services’ representatives in all the branches to provide appropriate guidance to customers in selection of relevant 
products suitable to the individual investors. Further, complete product booklet is available at the branches and on the Bank’s website which can 
be referred in case any further clarification is required. 
The Bank has in place a Customer Complaint & Grievance Management policy. Customers have been provided the following channels to register 
their complaints:
 • Call Center Contact number 800-72265
 • In person, walk-in-to the Head Office or any branch
 • In writing, through a formal complaint to the below address:

Head of Service Quality
Alizz Islamic Bank SAOG
Alizz Tower, P.O. Box 753, CBD Area, PC 112
Sultanate of Oman

 • In writing via email ID: customerservice@alizzislamic.com
 • Online through the website via “Contact Us” Through the web portal below

http://alizzislamic.com/Contact-Us
 • Verbally to a member of the sales staff at external sales sites 
 • Verbally via referrals through the Bank’s staff
 • On social media through the portals identified in the website.

The Bank has generated and distributed healthy payouts to IAH during 2019 but the same should not be taken as commitment from the Bank for 
future periods. However, the Bank will make all efforts to enhance and maintain healthy payouts.
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9. RISK MANAGEMENT, RISK EXPOSURES AND RISK MITIGATION: 
9.1 General Disclosures 

The risk environment in which the Bank operates changes continuously, caused by a range of factors, from the transactional level to 
macroeconomic events. The risk environment therefore requires continuous monitoring and assessment. Initiatives under the Bank’s Enterprise 
Risk Management program have been a major catalyst and contributor to the enhancement of risk management practices within the Bank. 
The risk management framework institutionalized across the Bank is designed to meet these challenges as part of Basel program. 

The Bank’s Six Broad Principles of Risk Management
The Six Broad Principles define the accountability, independence, structure and scope of Risk Management.

1. The risk management approach is premised on three lines of defence – risk taking business units, risk control units like Shari’a and Internal 
Audit.

2. The risk taking units are responsible for the day-to-day management of risks inherent in their business activities while the risk control 
units are responsible for setting-up the risk management frameworks and developing tools and methodologies for the identification, 
measurement, monitoring, control and testing of risk. Complementing this is Internal Audit which provides independent assurance of the 
effectiveness of the risk management approach.

3. At Alizz Islamic Bank (AIB), the Risk Management through the Chief Risk Officer, assume the independent responsibility of reviewing 
and co-signing the approval through the Management Credit Committee (MCC), of all major credit proposals of the bank which are 
prepared, sponsored and recommended by the Business Units. In addition, Enterprise Risk Management (ERM) provides risk oversight and 
consultancy to all lines of business for the major risk categories including credit risk, market risk, liquidity risk, operational risk and other 
industry-specific risks that are discussed under Pillar 2 of the BASEL regime.

4. ERM ensures that the core risk policies of the Bank are consistent and current, sets the risk tolerance level through the approved Risk 
Appetite Framework (RAF) & Policy. Also, ERM is responsible for the execution of various risk policies and related business decisions 
empowered by the Board.

5. ERM is functionally and organizationally independent of the business units and other risk taking units within AIB.
6. AIB’s Board, through the ALCO, Shari’a Supervisory Board, BRCC and EXCOM, maintains overall responsibility for risk oversight within the 

Bank.
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9.1.1 Qualitative disclosure:
Objective, strategy, policies and procedures:
The primary objective of Enterprise Risk Management is to protect the Banks’ assets from the various risks the Bank is exposed to and maximize 
shareholders value.  
The Bank is exposed to key risks: credit risk, investment risk, liquidity risk, rate of return risk, market risk, displaced commercial risk, operational 
risk, and other residual risks like Profit Rate Risk in the Banking Book (PRRBB), Strategic Risk, Reputational Risk, Macro-economic Risk, Sector 
and Name Concentration Risk along with Shari’a non-compliance risk.
A well-defined risk management framework is in place with the overall responsibility of risk management vested with the Board of Directors 
managed through the Board Risk and Compliance Committee.
The Board of Directors approve the Bank’s risk management policies which defines the Bank’s risk strategy, which is backed by appropriate 
qualitative and quantitative parameters, delegation of authorities to the Executive Committee of the Board, Management Credit Committee and 
Executives to approve financing exposures. The policies and processes for management of risks have proved to be effective. 
The risk management framework compliments the International Best Practices, Basel Committee, Islamic Financial Services Board and Central 
Bank of Oman guidelines.

The role of the Risk Management Department is to develop and implement the risk policies associated specifically with both quantifiable and 
non-quantifiable risks arising from the activities of the Bank and manage the day-to-day risks.

The risk management function along with the internal audit function of the Bank provides independent assurance that all types of risk are being 
managed in accordance with the policies set by the Board of Directors. Independent review of the risk management framework is carried out by 
the Internal Audit function and Compliance function. Shari’a non-compliance risk is monitored and managed by Shari’a compliance Unit. 

Organization:

Board Risk & Compliance
Committee (BRCC)

Chief Risk Officer (CRO)

Credit Risk
Operational &
Market Risk

Information
Security

FRM & Credit Control
& Monitoring

BASEL & Risk
Analytics

Chief Executive Officer
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Risk measurement and reporting system:
Credit risk in respect of individual corporate credit covering Large, mid-corporate and SME segments is evaluated at the time of initial credit 
underwriting framework. On an on-going basis portfolio review and annul reviews take place through Credit Risk Department (CRD) and Credit 
Control and Monitoring (CCM) departments of Risk Management Division (RMD). With respect to retail credit, the same is based on approved 
product programs, exceptions, if any are approved by the relevant approving authorities, ongoing review of retail portfolio is also conducted, these 
measures help to identify, measure, monitor and mitigate any potential credit risks. Risk artifacts and reports are agenda items at the meetings 
of the Management Risk Committee and. Board Risk and Compliance Committee along with Board of Directors where deemed applicable.
Operational risk is monitored through a review of the Incident Reporting Framework, Risk Control and Self-Assessment (RCSA) Framework and 
Key Risk Indicator (KRI) Reports, the same is deliberated at the meetings of the Management Risk Committee.
With respect to Market Risk: Liquidity risk is identified and measured by the Maturities of Assets and Liabilities statement and liquidity ratios, 
profit rate risk is identified and measured by the Sensitivity of Assets and Liabilities statement, earnings at risk and economic value. Investments 
in Sukuk and equity are monitored on a daily basis to ensure its compliance to approved exposure and stop loss limits. Risk reports on market 
risk are a calendar item at the meetings of the Asset and Liability Management Committee (ALCO), which monitors and controls market risks. 
Displaced Commercial Risk (DCR): Refers to the market pressure to pay returns that exceed the rate that has been earned on the assets funded 
by the Unrestricted Investment Account Holders. DCR is managed by the Bank as the Mudarib foregoing a part or in all the share of the earnings. 
The Bank benchmarks its rates with the other banks in the Sultanate. 

Policies and practices for mitigating risks:
Risk mitigants are obtained wherever possible. In respect of rate of return risk, in financing products wherever repricing is possible, clause to the 
effect is incorporated in the financing documents. In respect of credit risk efforts are made to obtain collateral by way of mortgage of real estate, 
plant and & machinery, obtaining individual/corporate guarantees towards facilities granted to individual and legal entities. In case of Operational 
risks, it is ensured that there are in place approved policies and procedures and the same are strictly complied with.
The Bank accepts DCR, in order to pay its investors competitive rate of return the Bank may waive partially or entirely its management fee 
(Mudarib share). Further, no alpha factor is used to discount the assets funded by the IAH funds for capital adequacy purposes, the same are 
risk weighted at 100%.
The Bank accords a great deal of importance to risk management and ensures appropriate investments are made for effective management of 
risks to support the growth plans of the Bank.

Basel II and III:
CBO in line with the requirements of Basel III framework, has issued a circular on the capital norms and liquidity ratios: In respect of revised capital 
norms. Capital Conservation buffer and Counter Cyclical buffer have been made applicable to all Banks in the Sultanate; Capital Conservation 
buffer has been implemented in a phased manner from the year 2014, whereas Counter Cyclical buffer will be implemented based on the 
domestic economic situation. CBO requires Banks in the Sultanate of Oman to maintain a Capital Adequacy Ratio (CAR) of 13.5 % and the Bank 
is compliant to the same.
With respect to the Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR), reporting thereof has already been put in place. 
Phased-in threshold limit for LCR has been put in place. The Bank is reporting LCR & NSFR at monthly intervals to the Central Bank of Oman. 
The Bank is in compliance with the LCR threshold of 100% as prescribed by the CBO, the Bank is below the regulatory limit of 100% for 
NSFR for FY 2019. Having said this, there is a consistent YoY improvement (Dec 2018 NSFR is 75% and Dec 2019 NSFR is 86%) indicating 
a positive trend of NSFR increase.

9.1.2 Quantitative:
Bank applies same treatment for calculation of risk weighted assets for assets financed exclusively by the shareholders and the Mudaraba pool. 
Detailed disclosures have been provided under Credit Risk section.
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9.2 CREDIT RISK:
Credit risk is the potential loss resulting from the failure of a customer or counter party to honor its financial or contractual obligations in accordance 
with the agreed terms. The Bank is exposed to credit risk through its financing and investing activities. The function of credit risk management is 
to maximize the Bank’s return by maintaining credit risk exposure within acceptable parameters. 

9.2.1 IFRS 9 Implementation
The Bank has developed a suite of models to calculate Expected Credit Losses (ECL) of the overall Credit Portfolio to comply with the IFRS 
9 standard. Accordingly, the provisioning policy is updated reflecting the IFRS 9 requirements.
The ECLs calculator implemented at the Bank is as per IFRS 9 Framework and is in a way that satisfies the following requirements:
 •  The ECL estimate is unbiased. In other words, the ECL is estimated in a manner that ensures its estimated value equals the mean of 

the distribution of possible credit loss values;
 •  A range of possible outcomes are considered;
 •  The ECL is probability-weighted value of the credit losses that are expected to occur should any of these outcomes transpire during 

the life cycle of the asset;
 • The time value of money is considered; and
 • Consideration is given to past events, current conditions and forecasts of future economic conditions. Reasonable and supportable 

information is used based on the Macro-economic conditions.
 • The ECL model was implemented based on Sept 30th 2017 data as a pilot and promoted to production based on Dec 31st 2017 data.

9.2.2 Qualitative disclosures
The Bank has set for itself clear and well defined limits to address different dimensions of credit risk including concentration risk, tenor 
for each type of financing, exposure limits based on the credit risk rating of the customer, compliance with the various parameters set 
in the risk policy is reviewed regularly and variances from the norms are reported to the Board Risk and Compliance Committee for their 
information and appropriate action. Credit risk is managed by the Credit Risk Management Department. All retail financing applications go 
through established product programs and retail exceptions along with corporate financing are reviewed by risk. prior to it being submitted 
to the approving authorities. 
The financing extended to corporates are risk weighted at 100%. However, in respect of Banks, ratings assigned by Moody’s, S&P and Fitch 
are taken into account while arriving at the risk weighted assets computations. 
It is ensured that the financing exposures assumed by the Bank are well within acceptable parameters. Policies and procedures on credit 
risk are periodically reviewed to ensure that the same are aligned to the current best practices. 
The existing infrastructure of the financing applications both retail and corporate are reviewed by risk management, approved by delegated 
authorities and post sanction compliance to covenants being done by an independent department namely credit administration, which 
ensures that the identified credit risks are duly mitigated at the inception of the providing credit. Regular review of the portfolio and annual 
reviews ensures proper monitoring of the credit risks at an individual level in case of corporate financing and at a portfolio level in case of 
retail financings.
Credit risk makes up the largest part of the Bank’s risk exposure. 
Types of Credit Risk: Financing contracts mainly comprise Due from banks, Murabaha receivables, Diminishing Musharaka and Ijarah 
Muntahia Bittamleek.

Due from banks: Due from banks comprise Wakala bil Istithmar.

Wakala bil Istithmar: Bank appoints the customer as Wakil to invest the funds to achieve an expected profit with a fee. 
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Murabaha receivables: The Bank finances these transactions through buying the commodity which represents the object of the Murabaha contract and 
then resells this commodity to the purchase orderer (customer). The sale price (cost plus profit margin) is repaid in bullet payment or in installments by 
the customer over the agreed period. The transactions are secured at times by the object of the Murabaha contract (in case of real estate finance) and 
other times by a total collateral package securing the facilities given to the customer.

Diminishing Musharaka: Musharaka is a form of partnership between the bank and its clients whereby each party contributes to the capital of the 
partnership in equal of varying degrees to acquire an asset, whereby each of the parties becomes an owner of the capital. Client purchases the Bank’s 
shares in the asset gradually until he becomes the full owner of the asset. Client can use the Bank’s portion in the asset in exchange of paying the 
maintenance and takaful expenses related to Bank’s portion

Ijarah Muntahia Bittamleek: The legal title of the assets under Ijarah Muntahia Bittamleek only passes to the lessee at the end of the Ijarah term, 
through consideration, provided that all the Ijarah installments are settled.

Corporate financing risk: includes management of all corporate and financial institutions exposures. The individual proposals are subject to credit 
review by the Risk Management department of the Bank. The comments of the Risk Management department along with the clarifications/responses 
to the same form part of the financing proposal, Renewals and reviews are subject to the same process. Each proposal is also reviewed to established 
concentration limits – economic sector, financing tenor and credit risk rating. All corporate financing proposals are approved either by the Management 
Credit Committee, Executive Committee of the Board or the Board of Directors based on delegation of authority. Corporate and financial institutions 
financing proposals are subject to annual review.

Sovereign risk: Sovereign risk is managed in the same manner as credit risk, i.e. an assessment is made as to the level of exposure in a country, taking 
into account all relevant risk factors. Specific sovereign limits are established for each country based on its sovereign ratings assigned by external rating 
agencies and in the absence of such ratings, the specific country is treated as unrated. The sovereign limits matrix is part of the Credit Risk Appetite 
Manual approved by the Board of Directors. 

Bank Counterparty risk: Exposures to Banks are guided by risk assessment based on latest ratings assigned by external rating agencies, where a Bank 
is unrated an independent assessment of the Bank is carried out based on quantitative and qualitative factors. It is ensured that the overall exposure to 
overseas counterparties shall be within the specific country limits approved by the Board.

Retail financing risk: Parameters of retail financing are in strict compliance to CBO guidelines. Retail financing product programs are updated/revised on 
an on-going basis, the same are also subject to annual review. Approval authority has been delegated to the officials of Retail Banking Department, with 
exceptions required to be approved by the Management Credit Committee. However, all retail financing proposals are reviewed by the Risk Management 
Department, Retail financing is reviewed on a portfolio basis.

Credit Risk Rating: The Bank has in place a Credit Risk Rating system from Moody’s to rate its corporate customers. The Credit Risk is measured on a 
22-point credit rating scale, with rating 8 onwards would be considered default cases. Default cases would be segregated based on IFRS 9 and time-
based criterion of past due days and/or qualitative parameters prescribed by CBO. The Bank uses the Moody’s, Fitch and Standard & Poor’s rating for risk 
weighting its assets. The ratings are used for Sovereign and Bank exposures.

Past-due financing exposure: Past due and impaired financing assets are classified based on the guidelines provided by the CBO and IFRS 9. Specific 
and General Provisions is provided on the exposures in line with aforesaid guidelines. However, comprehensive risk management systems in the Bank 
ensures minimal impact of impairment. Detailed policy providing guidelines for classification of the assets and provisioning thereof are in place at the 
Bank through Provisioning Policy.
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No of days past due* Classification Provisioning requirement

Remain past due for 60 days or more but less than 90 days Special Mention Nil
Remain past due for 90 days but less than 180 days Sub-standard 25%
Remain past due for 180 days or more but less than 365 days Doubtful 50%
Remain past due for 365 or more days Loss 100%
Restructured accounts categorized as standard Standard -Restructured 15%

*apart from number of days past due qualitative criteria has been prescribed for corporate financing accounts.

Application of IFRS 9:-
IFRS 9 requires that the impairment model apply to all of the following:

1. Financial assets measured at amortized cost;
2. Financial assets mandatorily measured at Fair Value Through Equity (FVTE) except equity instruments;
3. Financing commitments when there is a present obligation to extend credit (except where these are measured at Fair Value Through Profit & Loss 

(FVTPL));
a. Financial guarantee contracts to which IFRS 9 is applied (except those measured at FVTPL);
b. Lease receivables within the scope of IAS 17 Leases; and
c. Contract assets within the scope of IFRS 15 Revenue from Contracts with Customers (i.e. rights to consideration following transfer of goods or 

services).

Measurement of impairment of financial instruments under IFRS 9
In accordance with IFRS 9, the Bank shall measure expected credit losses (ECL) of a financial instrument in a way that reflects:

1. An unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes
2. The time value of money; and
3. Reasonable and supportable information that is available without undue cost or effort at the reporting date about past events, current conditions 

and forecasts of future economic conditions.
4. The ECL calculation is done based on the Risk Rating of the contract, Probability of Default (PD) mapped to each risk rating, Loss Given Default 

(LGD) and Exposure at Default (EAD).
5. The Bank will use the Basel mandated LGD of 45% for all Corporate, SME, Project Finance and Wealth Management along with retail Obligors and 

for all Sovereign Banks. Multilateral Development Banks, and Government entities the LGD is taken at 0% and Public Sector Enterprises and Banks 
to be treated at 45% LGD. All Off-Balance sheet exposures that are 100% and above cash margin collateralized, the LGD will be 0%.

6. The Risk Rating mapped to the PD percentages. The same is used in ECL calculations under IFRS 9.
7. The two macroeconomic indicators used for calculating the ECL for the life cycle of the asset are as follows:

a. Oil Revenue and
b. GDP Growth

The guiding principle of the IFRS 9 ECL model is to reflect the deterioration or improvement in the credit quality of financial instruments. The amount 
recognized as a loss allowance or provision depends on the extent of credit deterioration since initial recognition. There are two measurement bases which 
recognize ECLs depending on the “Stage” in which the financial instrument is:
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 • 12-month ECLs, which applies to all financial instruments (from initial recognition), provided there is no significant deterioration in credit quality. 
Such financial instruments are said to be in Stage 1. and are typically the performing assets of the Bank.

 • Lifetime ECLs, which applies when a significant increase in the credit risk has occurred on an individual or collective basis. Such financial instruments 
are said to be either in Stage 2 or 3. Stage 3 assets and are considered under-performing and credit-impaired respectively.

Certain criteria (called Staging Criteria) are set out by IFRS 9 regulation, and complemented by CBO regulation, to determine what constitutes a 
Significant Increase in Credit Risk (SICR) for the purposes of staging of financial instruments. All criteria require the attention of Relationship Managers 
(RMs) and RMD in order to determine if there is evidence of increased credit risk. Any instance of each occurring would result in the movement of an 
account from stage 1 to 2.

The criteria will not apply at point of origination (new exposures) which will initially be assigned to Stage 1. 

In line with IFRS 9, the staging is assessed at an individual financing contract level and not at a customer level. A customer can have some financings 
in Stage 1 and others in Stage 2.

An account will be moved back from Stage 2 to 1 once no Stage 2 criteria apply, as defined below.

IFRS 9 Staging criteria & Assumptions

Migration 
Assumptions

Staging Criteria & Assumptions Generalizations/
ExceptionsStage 1 to Stage 2 Stage 2 to Stage 3

Corporate/
SME/Wealth 
Management

- All accounts/customers under both stages 1 & 2 
are considered at contract-level.

- A contract having a DPD that ranges from 31 
days up to 89 days is taken under stage 2. All 
other Contracts with a DPD of 1 day to 30 days 
will be in stage 1.

- If an account is having multiple contracts. and 
one of the contract migrates from stage 1 to 
stage 2 due to the number of days past due. 
only that specific contract will migrate to Stage 
2 in the account, since stage 2 classification 
is being looked at from a contract-level 
perspective.

- Once a particular contract enters stage 2, it 
remains there for a period of 12 months, once 
the contract passes the rebuttal period of 
30 days during which time the concerned & 
respective division/department can work with 
the Obligor and regularize the contract with no 
past dues. Execution of government-related 
contracts/works which in turn directly impacts 
the receivables of a particular company is one of 
the few examples of such documents.

- All accounts/customers under stage 3 are 
considered at customer-level (CIF).

- A contract having a DPD that ranges from 31 
days up to 89 days is taken under stage 2. 
Anything above said threshold will be in stage 
3 & is therefore considered to be NPA.

- When a certain account having multiple 
contracts migrates from stage 2 to stage 3 due 
to the number of days past due, an entire shift 
in the account as a whole is imperative (at 
CIF level), since stage 3 classification is being 
looked at from a customer-level perspective.

- Once a particular account enters stage 3 
irrespective of the number of contracts 
pertaining to it, it remains there for a period 
of 12 months, unless for a proper justification 
substantiated by documentary-evidence/s 
which are to be submitted by the concerned 
& respective division/department. Execution 
of government related contracts/works which 
in turn directly impacts the receivables of a 
particular company is one of the few examples 
of such documents.

- All restructured 
accounts/customers 
are considered at 
stage 2, irrespective 
of the number of 
contracts.
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Migration 
Assumptions

Staging Criteria & Assumptions Generalizations/
ExceptionsStage 1 to Stage 2 Stage 2 to Stage 3

Retail Portfolio - All accounts/customers under both stages 1 & 2 
are considered at contract-level.

- A contract having a DPD that ranges from 31 
days up to 89 days is taken under stage 2. 
Anything below said threshold will be in stage 1.

- When a certain account having multiple 
contracts migrates from stage 1 to stage 2 due 
to the number of days past due, an entire shift 
in the account as a whole is not a definitive 
outcome, since stage 2 classification is being 
looked at from a contract-level perspective.

- Once a particular contract enters stage 2, 
it remains there for a period of 3 months, 
unless for a proper justification substantiated 
by documentary-evidence/s which are to 
be submitted by the concerned & respective 
division/department within the designated 
rebuttal period of 30 days.

- All accounts/customers under stage 3 are 
considered at customer-level (CIF).

- A contract having a DPD that ranges from 31 
days up to 89 days is taken under stage 2. 
Anything above said threshold will be in stage 
3 & is therefore considered to be NPA.

- When a certain account having multiple 
contacts migrates from stage 2 to stage 3 due 
to the number of days past due, an entire shift 
in the account as a whole is imperative. Since 
stage 3 classification is being looked at from a 
customer-level perspective.

- Once a particular account enters stage 3 
irrespective of the number of contracts 
pertaining to it, it remains there for a period 
of 3 months, unless for a proper justification 
substantiated by documentary-evidence/s 
which are to be submitted by the concerned & 
respective division/department.

- All restructured 
accounts/customers 
are considered at 
stage 2, irrespective 
of the number of 
contracts.

- Cases of deceased 
customers are 
considered at stage 
1, irrespective of the 
number of contracts 
due to the bank’s 
takaful-covering 
policy for such cases.

Concentration risk: Concentration of credit risk arises when a number of customers are engaged in similar business activities, located in the same 
geographical region, or those which have similar economic features that would cause their ability to meet contractual obligations to be similarly affected 
by changes in economic, political and/or other conditions. Concentration of exposure to counterparties, geographies and sectors are governed and 
monitored according to regulatory norms and limits prescribed in the approved policies.

Credit Risk Mitigation: The Bank uses a variety of tools to mitigate its credit risk, the primary one being that of securing the exposures by suitable 
collaterals. While existence of collaterals is not a precondition for financing, in practice a large part of existing exposures is fully or partially collateralized. 
As an inherent nature of Islamic products, Bank has ownership of underlying asset of Ijarah and diminishing Musharaka. Additionally, the Bank has policies 
on the type of assets that can be accepted as collateral. In general, all collaterals are required to be valued periodically depending on the collateral type. 
The legal validity and enforceability of the documents used for collateral have been established by qualified personnel, including lawyers.

The collaterals that are accepted by the Bank as credit risk mitigants are cash or near cash (such as fixed deposits, marketable securities such as Stocks 
and Sukuk etc.), mortgage over immoveable property (real estate, warehouses etc.), mortgage over machinery and equipment. The Bank also accepts 
other Bank payment guarantees/stand-by LCs and Government or Corporate Guarantees of companies as part of Credit Risk mitigants. No securities are 
pledged to the Bank.

The Bank has subscribed to the simplified approach for collateral recognition under the standardized approach, where 0% risk weight is assigned for 
the exposures covered by cash collateral. All other financing exposures to corporate and retail are assigned 100% risk weight (except retail mortgage 
financings, which are assigned 35% risk weight).
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9.2.3 Quantitative disclosures
ECL Summary YoY

IFRS 9 Stage
2019 2018

Exposure IFRS 9 ECL Exposure IFRS 9 ECL 

Stage 1 584,812,315       1,851,191 630,005,685 2,645,914
Stage 2 100,485,907       8,810,795 31,272,356 988,492
Stage 3 13,833,079       8,389,903 7,423,764      3,302,728
Grand Total 699,131,301      19,051,889 668,701,805 6,937,134

Gross credit risk exposure 
2019 2018

RO Percentage (%) RO Percentage (%)
Balances with Central Bank of Oman  70,120,340 9%  56,545,029 8%
Due from Banks  3,020,136 0%  9,446,999 1%
Financial assets at fair value through equity  28,425,806 4%  21,143,545 3%
Financial assets at amortised cost  18,095,000 2%  18,095,000 3%
Wakala bil Istithmar  109,552,672 14%  112,471,071 16%
Murabaha receivables  99,518,409 13%  105,734,786 15%
Ijarah muntahia bittamleek  259,390,662 34%  268,687,045 38%
Diminishing Musharaka  121,900,123 16%  73,111,436 10%
Contingent liabilities and commitments  45,928,466 8%  50,803,814 6%
Total  755,951,614 100%  716,038,725 100%

Average risk exposure
2019 2018

RO Percentage (%) RO Percentage (%)
Balances with Central Bank of Oman  63,332,685 9%  39,400,387 6%
Due from Banks  6,233,568 1%  15,984,747 2%
Financial assets at fair value through equity  24,784,676 3%  31,304,602 5%
Financial assets at amortised cost  18,095,000 2%  9,047,500 1%
Wakala bil Istithmar  111,011,872 15%  106,908,517 16%
Murabaha receivables  102,626,598 14%  95,262,182 14%
Ijarah muntahia bittamleek  264,038,854 36%  254,799,420 38%
Diminishing Musharaka  97,505,780 13%  56,119,905 8%
Contingent liabilities and commitments  48,366,140 7%  58,362,106 7%
Total  735,995,173 100%  667,189,365 100%
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Geographical Concentration of net credit risk exposure 31 December 2019

Class of financial asset

Oman GCC  Rest of the world Total

RO RO RO RO
Balances with Central Bank of Oman  70,120,340  -   -   70,120,340 
Due from banks  -   4,208,125  1,892,011  6,100,136 
Financial assets at fair value through equity  27,433,231  982,676  -   28,415,907 
Financial assets at amortised cost  18,095,000  -   -   18,095,000 
Wakala bil Istithmar  105,291,139  -   -   105,291,139 
Murabaha receivables  95,973,518  -   -   95,973,518 
Ijarah muntahia bitamleek  252,211,378  -   -   252,211,378 
Diminishing Musharaka  118,519,582  -   -   118,519,582 
Contingent Liabilities and Commitments  45,928,466  -   -   45,928,466 
Total  733,572,654  5,190,801  1,892,011  740,655,466 

Geographical Concentration of net credit risk exposure 31 December 2018

Class of financial asset
Oman GCC  Rest of the world Total

RO RO RO RO
Balances with Central Bank of Oman  56,545,029  -   -   56,545,029 
Due from banks  -   688,649  8,758,350  9,446,999 
Financial assets at fair value through equity  16,503,794  3,367,445  1,262,863  21,134,102 
Financial assets at amortised cost  18,095,000  -   -   18,095,000 
Wakala bil Istithmar  111,542,706  -   -   111,542,706 
Murabaha receivables  104,243,923  -   -   104,243,923 
Ijarah muntahia bitamleek  264,997,859  -   -   264,997,859 
Diminishing Musharaka  72,528,324  -   -   72,528,324 
Contingent Liabilities and Commitments  50,803,814  -   -   50,803,814 
Total  695,260,449  4,056,094  10,021,213  709,337,756 
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Economic/Industry Sector concentration risk (Net) 31 December 2019

Due from banks Financing Investments Total
Contingent Liabilities 

and Commitments
RO RO RO RO RO

Construction and real estate  -   76,921,409  -   76,921,409  6,748,344 
Banks and financial institutions  6,100,136  -   4,144,276  10,244,412  -  
Sovereigns  -   -   42,265,448  42,265,448  -  
Trading and manufacturing  -   131,243,354  -   131,243,354  6,750,259 
Personal  -  261,696,432  -  261,696,432  9,833,183 
Other Services  -   120,500,671  111,082  120,611,753  22,596,680 
Total  6,100,136 590,361,866  46,520,806 642,982,808  45,928,466 

Economic/Industry Sector concentration risk (Net) 31 December 2018

Due from banks Financing Investments Total
Contingent Liabilities 

and Commitments
 RO RO RO RO RO
Construction and real estate  -   84,941,619  -   84,941,619  17,649,364 
Banks and financial institutions  9,446,999  -   3,507,783  12,954,782  -  
Sovereigns  -   -   34,467,899  34,467,899  -  
Trading and manufacturing  -   106,701,668  -   106,701,668  15,763,305 
Personal  -   256,463,114  -   256,463,114  13,365,240 
Other Services  -   111,897,937  1,262,863  113,160,800  4,025,905 
Total  9,446,999  560,004,338  39,238,545  608,689,882  50,803,814 

Disclosure of each financing product by residual maturity has been provided under liquidity risk section.
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Past due and impaired financing 31 December 2019
 Neither past due and non-performing Past due but performing Non-performing Total
 RO RO RO RO
Type of financing contract
Wakala bil Istithmar  104,375,135  2,985,343  2,192,194  109,552,672 
Murabaha receivables  90,559,015  3,682,149  5,277,245  99,518,409 
Ijarah Muntahia Bittamleek  234,236,877  20,820,573  4,333,212  259,390,662 
Diminishing Musharaka  107,485,926  12,723,885  1,690,312  121,900,123 
Total  536,656,953  40,211,950  13,492,963  590,361,866 

Past due and impaired financing 31 December 2018
 Neither past due and non-performing Past due but performing Non-performing Total
 RO RO RO RO
Type of financing contract
Wakala bil Istithmar  112,082,110  238,961  150,000  112,471,071 
Murabaha receivables  100,657,516  3,498,960  1,578,310  105,734,786 
Ijarah muntahia bittamleek  253,417,647  10,251,156  5,018,242  268,687,045 
Diminishing Musharaka  70,493,752  2,617,684  -  73,111,436 
Total  536,651,025  16,606,761  6,746,552  560,004,338 

Past due and impaired financing by Sector 31 December 2019

Sector
Stage 1 Stage 2 Stage 3 Gross Exposure

RO RO RO RO
Import Trade  8,767,838  4,491,937  -  13,259,775 
Wholesale & Retail Trade  21,019,876  -  3,403,930  24,423,806 
Mining & Quarrying  26,426,089  2,949,220  708,772  30,084,081 
Construction & Real Estate  33,252,462  42,098,752  1,570,195  76,921,409 
Manufacturing  70,432,303  18,754,246  4,373,224  93,559,773 
Electricity, Gas & Water  -  -  -  - 
Transport & Communication  8,210,440  -  -  8,210,440 
Finacial institutions  -  3,465,000  -  3,465,000 
Services  47,954,002  24,201,460  236,608  72,392,070 
Personal Financing  257,989,100  2,399,612  1,308,694  261,697,406 
Agriculture & Allied Activities  3,787,389  -  -  3,787,389 
Financing to non-Residents  -  -  1,886,500  1,886,500 
All Others  669,177  -  5,040  674,217 
Total  478,508,676  98,360,227  13,492,963  590,361,866 

* Above amount of sector wise financing exclude gross credit card receivables of RO 2,152,425, Expected credit losses on credit card portfolio amount to RO 39,125.



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 70

Movement of Provision 31 December 2019

 Wakala bil 
Istithmar

Murabaha 
receivables

Ijarah Muntahia 
Bittamleek

Diminishing 
Musharaka Others Total

 RO RO RO RO RO RO
Provision at beginning of the year  928,365 1,490,863 3,689,185  583,111  245,610  6,937,134 
Charge for the year - Stage 1  (621,271)  (159,718)  (133,875)  93,320  26,820  (794,724)
Charge for the year - Stage 2  2,471,745  305,558  3,282,705  1,344,402  417,892  7,822,302 
Charge for the year - Stage 3  1,482,694  1,908,188  341,269  1,359,708  (4,682)  5,087,177 
Charge for the year  3,333,168  2,054,028  3,490,099  2,797,430  440,030  12,114,755 
Impairment loss at end of the year  4,261,533  3,544,891  7,179,284  3,380,541  685,640  19,051,889 

Movement of Provision 31 December 2018

 Wakala bil 
Istithmar

Murabaha 
receivables

Ijarah Muntahia 
Bittamleek

Diminishing 
Musharaka Others Total

 RO RO RO RO RO RO
Provision at beginning of the year  1,430,574 640,704 3,621,998  180,934  243,553  6,117,763 
Charge for the year - Stage 1  (485,813)  12,041  (563,715)  294,550  (97,759)  (840,696)
Charge for the year - Stage 2  (91,598) 212,164  17,988  107,627  14,040 260,221
Charge for the year - Stage 3  75,202  625,954 612,914  -  85,776 1,399,846
Charge for the year  (502,209) 850,159 67,187  402,177  2,057  819,371 
Impairment loss at end of the year  928,365 1,490,863 3,689,185  583,111  245,610  6,937,134 

Details of Donation against late payments received from customers. Profit forfeited transferred to Charity account and its disposition. 

Item 
2019 2018

RO RO

Sources of charity funds
Undistributed charity funds at beginning of the year  22,762        26,759 
Late payment charges received from customers  54,351        46,966 
Forfeit of Non-Shari’a Compliant Income  6,227        29,138 
Total sources of funds during the year  83,340       102,863 

Uses of charity funds
University and school students            - 
Philanthropic societies  (59,024)       (80,101)
Aid to needy families  -            - 
Total uses of funds during the year  (59,024)       (80,101)

Undistributed charity funds at end of the year  24,316        22,762 
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9.3 Credit Risk Mitigation
9.3.1 Qualitative Disclosures

Risk appetite for credit risk is an expression of the amount of risk that the Bank is willing to take in pursuing its strategic objectives. Credit 
risk arises when the bank deals with an obligor or counterparty and the obligor or counterparty fails to fulfill his part of the agreement. In 
mitigating credit risk, the bank performs extensive due diligence on the obligor or counterparty analyzing both qualitative and quantitative 
(usually financial and business) information. The bank uses internal rating tools to determine an Obligor Risk Rating (ORR) that reflects the 
bank’s judgment regarding the probability of default. Ratings by the major credit rating agencies are also used whenever available.

Through the Credit Risk Officers, and the Chief Risk Officer, the Credit risk is controlled through continuous monitoring and assessment of 
the obligor or counterparty’s ability to meet obligations through a regular calling program, visits to project sites and post approval a formal 
annual review of the obligors’ financial position and business status. The credit process seeks to identify problems early on through Early 
Warning Indicators (EWI) Framework and to take effective remedial action, if needed, to protect the bank’s interests. The bank sets credit 
limits to restrict the exposure to a single obligor or counterparty. Further restrictions are defined by type of transaction, tenor, repayment 
terms, and conditions precedent and subsequent. The bank also mitigates its credit risk by requiring tangible collateral where necessary.

The Bank also seeks to control portfolio risk - various risks that arise from concentrations that are sensitive to certain parameters such as 
economic activity, geography, collateral, risk rating etc. To mitigate these concentration risks the Bank seeks to diversify its portfolio through 
customer acquisition across economic sectors and by diversifying the type of financing in terms of the short term working capital financing 
and the typically longer term fixed capital expenditure and project financing, which the Bank undertakes on a selective basis and through 
syndication arrangements, needs of its clients. Obligor and Sector Financing Concentrations are monitored by RMD periodically or regulatory 
through the CRO Dashboard and are regularly reviewed by the Chief Risk Officer and the Head of Credit Risk. These are reviewed annually 
by the Board Risk & Compliance Committee. Concentrations in terms of funding sources are also monitored and diversification strategies 
in terms of reducing dependency on the large funds’ providers are regularly followed. The following financing portfolio concentrations are 
monitored on an ongoing basis:
 • Business Segments;
 • Economic Sectors;
 • Single Groups/Obligor;
 • Banks & Non-Bank Financial Institutions;
 • Risk Rating; 
 • Types of Collaterals (specifically those secured by real estate)

The Bank continually updates its credit polices to reflect economic, market and legal realities.

The collaterals that is accepted by the Bank as credit risk mitigants are cash (Hamish Jiddiyyah) or near cash (such as fixed deposits- 
Profit Sharing Investment Account (PSIA), marketable securities such as Stocks and Sukuk etc.), Bank payment guarantee/stand-by LCs, 
mortgage over immoveable property (real estate, warehouses etc.), mortgage over machinery and equipment, Individual and Corporate 
Guarantees.

All other financing exposures to corporate and retail are assigned 100% risk weight without taking benefit of the value of the collateral and 
the same treatment is applied for assets leased under Ijarah Muntahia Bittamleek (except retail mortgage financings, which are assigned 
35% risk weight).
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In general, all collaterals are required to be valued periodically depending on the collateral type. The legal validity and enforceability of the 
documents used for collateral have been established by qualified personnel, including lawyers.

Wherever third party guarantee is taken as risk mitigants. appropriate risk weights are applicable.

Collaterals must meet the following criteria to qualify as acceptable collateral:

 • Assets must be maintaining their value. at the level prevalent at inception. until settlement date of the facility;
 • Such assets should be easily convertible in cash (liquidity);
 • There should be a reasonable market for the assets (marketability);
 • The Bank should be able to enforce its rights over the asset if necessary (enforceability);

The Bank has subscribed to the simplified approach for collateral recognition under the standardized approach, where 0% risk weight is assigned 
for the exposures covered by cash collateral. All other financing exposures to corporate and retail are assigned 100% risk weight without 
taking benefit of the value of the collateral and the same treatment is applied for assets leased under Ijarah Muntahia Bittamleek (except retail 
mortgage financings, which are assigned 35% risk weight).

9.3.2 Quantitative Disclosures
Bank does not reduce its risk weighted assets by value of collaterals as a risk mitigation and apply risk weights on the gross outstanding balances 
of various exposures.

Carrying amount of assets under Ijarah Muntahia Bittamleek as of reporting date is RO 252,211,378/- 

Rating distribution

Rating 2019 2018
RO RO

1  -   -  
2  16,378,613  15,597,000 
3  41,065,529  34,206,000 
4  44,455,278  19,050,000 
5  79,840,788  138,748,000 
6  29,128,007  32,947,000 
7  7,602,510  26,749,000 
Stage 2  98,360,227  29,610,000 
Stage 3  13,492,963  6,798,000 
Total Loans – rated  330,323,915  303,705,000 
Unrated Loans  260,037,951  256,299,338 
Total 590,361,866 560,004,338
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9.4 Liquidity risk: 
9.4.1 Qualitative disclosures

Liquidity may be defined as a Bank’s ability to ensure the availability of funds to meet all on-balance sheet and off-balance sheet 
commitments at a reasonable price, Liquidity risk can in turn be defined as the risk to earnings and capital arising from a Bank’s potential 
inability to meet its liabilities when they become due, without incurring unacceptable losses. Conversely, liquidity risk also manifests itself 
in the form of opportunity losses due to holding excess liquidity relative to liabilities.
The Bank has a comprehensive liquidity risk management structure in place.
The strategy of the Bank in management of liquidity risk is to minimize the resultant impact on the earnings of the Bank. The Bank’s 
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, 
under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Bank’s reputation. 
The Bank takes a two-tiered approach to Liquidity Risk Management: 

Going concern liquidity management: the management of the liquidity position within specified parameters to ensure all claims on 
account of liabilities can be met on a timely basis.

Event risk liquidity management: ensuring that in the event of either a firm-specific or general market event, the Bank is able to generate 
sufficient liquidity to withstand a short term liquidity crisis. 
Treasury department maintains a portfolio of short-term liquid assets, largely made up of short-term liquid investment securities and 
inter-Bank placements, to ensure that sufficient liquidity is maintained within the Bank as a whole. Liquidity requirements are met from 
deposits in current accounts and URIA by IAH.
The Bank is subject to liquidity gap limits prescribed by the CBO and for areas where discretion is given to the Bank, internal mismatch 
limits by currency have been put in place. Conservative internal limits are in place vis-à-vis the limits prescribed by CBO.
The Liquidity Coverage Ratio (LCR) is intended to promote short-term resilience to potential liquidity disruptions. Maintenance of the LCR 
by the Bank as per Regulatory prescriptions assures that the Bank has sufficient high-quality liquid assets at all times. The level of LCR is 
monitored by the Bank at monthly intervals. 
The Bank has diversified source of funding, funds are mobilized in Current accounts from individuals and corporates, these funds are not 
accounted as unrestricted basis. Funds are mobilized in Savings and Term Deposits accounts from individuals and corporates, these funds 
are accepted on the basis of Mudaraba and are on an unrestricted basis. The Bank does raise funds in the inter-bank market both locally 
and regionally from Islamic banks. Placement of funds in inter-bank market is made only with Islamic banks.
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The Bank has in place a Market Risk Manual which addresses Liquidity Risk and the Bank has also in place a Liquidity Contingency Policy. 
The Bank has implemented an Asset Liability Management application. This application enables the generation of reports on liquidity, repricing 
and Fund Transfer Pricing.

Reporting and measurement of liquidity risks
Liquidity risk is measured using the stock and cash flow approaches. Important liquidity ratios and the Maturities of Assets and Liabilities 
statement is a calendar item at the meetings of the ALCO. ALCO meets at monthly intervals or shorter frequencies to ensure an effective 
monitoring of the liquidity position.
Expected inflow and outflow of funds are factored into the Maturities of Assets and Liabilities statement and resultant gaps are monitored to 
ensure that the gap limits are within the CBO and internal approved limits.
The Market Risk Manual provide detailed guidelines for measurement and management of liquidity risks.
A comprehensive Contingency Funding Framework and Policy is in place, it defines the strategy for handling a liquidity crisis. planning under 
alternative scenarios and alert levels. 

9.4.2 Quantitative Ratios

Ratios
2019 2018

Percentage  Percentage
Financing Ratio 82.28% 84.17%
Financing to customers to total assets 79.57% 81.03%
Equity to total assets 9.76% 11.41%
Liquidity coverage ratio 281.73% 162.12%
Net stable funding ratio 86.14% 74.70%
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The table below summarizes the maturity analysis of financing and various categories of funding:

2019

Up to 1 
month

1 to 6
months

6 months to
1 year 1 to 5 years Over 5 years Total

RO RO RO RO RO RO
ASSETS
Cash and balances with Central Bank of Oman 75,676,289 - - - 525,000 76,201,289
Due from banks 6,078,959 - - - - 6,078,959
Financial assets at fair value through OCI 12,493,907 12,650,000 111,000 3,161,000 - 28,415,907
Financial assets at amortized cost - - - 18,095,000 - 18,095,000
Wakala bin Isthimar 18,195,151 26,303,143 12,857,887 47,934,958 - 105,291,139
Murabaha receivables 7,402,656 22,710,149 11,849,576 38,708,823 15,302,314 95,973,518
Ijarah assets – Ijarah muntahia bittamleek 1,680,361 10,196,369 15,640,860 95,190,029 129,503,759 252,211,378
Diminishing Musharaka 622,516 4,639,323 5,198,020 41,307,378 66,752,345 118,519,582
Property and equipment - - - - 2,099,877 2,099,988
Intangibles - - - - 1,607,953 1,607,953
Deferred tax assets - - - 2,866,939 - 2,866,939
Other assets - - 11,471,804 - - 11,471,804
Total assets 122,149,839 76,498,984 57,129,147 247,264,127 215,791,248 718,833,345

Liabilities, Equity of restricted investment accountholders and owners’ equity
Due to banks 3,850,000 - - - - 3,850,000
Customer’s current accounts 5,812,814 1,168,604 5,810,631 - 7,263,289 29,055,338
Customers’ Wakala 32,165,153 116,014,491 171,778,058 107,228,976 19,570,034 446,756,712
Other liabilities                 -                   -   13,380,040                   -                 -  13,380,040
Total Liabilities 41,827,967 126,183,095 190,968,729 107,228,976 26,833,323 493,042,090
Equity of unrestricted investment 
accountholders 7,812,724 15,869,038 15,737,124 77,542,573 38,651,303 155,612,762
Total owner’s equity - - - - 70,178,493 70,178,493
Total liabilities, equity of investment 
accountholders and owners’ equity 49,640,691 142,052,133 206,705,853 184,771,549 135,663,119 718,833,345

Net gap 72,509,148 (65,553,149) (149,576,706) 62,492,578 80,128,129 -
Cumulative net gap 72,509,148 6,955,999 (142,620,707) (80,128,129) - -
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2018

Up to 1 
month

1 to 6
months

6 months to
1 year 1 to 5 years Over 5 years Total

RO RO RO RO RO RO
ASSETS
Cash and balances with Central Bank of Oman 61,465,699 - - - 500,000 61,965,699
Due from banks 9,446,092 - - - - 9,446,092
Financial assets at fair value through OCI 16,363,102 3,367,000 1,404,000 - - 21,134,102
Financial assets at amortized cost - - - - 18,095,000 18,095,000
Wakala bin Isthimar 13,625,125 34,348,913 2,543,705 50,953,328 10,071,635 111,542,706
Murabaha receivables 7,704,445 22,843,820 10,751,980 41,730,660 21,213,018 104,243,923
Ijarah assets – Ijarah muntahia bittamleek 1,355,527 7,804,223 11,286,343 102,233,430 142,318,336 264,997,859
Diminishing Musharaka 435,686 2,337,573 2,694,565 23,562,669 43,497,831 72,528,324
Property and equipment - - - - 2,984,349 2,984,349
Intangibles - - - - 1,534,555 1,534,555
Deferred tax assets - - - 2,866,939 - 2,866,939
Other assets - - 11,472,299 - - 11,472,299
Total assets 110,395,676 70,701,529 40,152,892 221,347,026 240,214,724 682,811,847

Liabilities, Equity of restricted investment accountholders and owners’ equity
Due to banks 6,160,000 - - - - 6,610,000
Customer’s current accounts 7,396,511 12,943,660 7,396,377 - 9,245,472 36,982,020
Customers’ Wakala 26,178,199 115,331,683 150,034,325 102,468,088 21,262,104 415,274,399
Other liabilities                  -                    -     12,344,944                   -                  -    12,344,944
Total Liabilities 39,734,710 128,275,343, 169,775,646 102,468,088 30,507,576 470,761,363
Equity of unrestricted investment 
accountholders

7,645,304 13,382,149 13,704,397 66,004,873 33,377,495 134,114,218

Total owner’s equity - - - - 77,936,266 77,936,266
Total liabilities, equity of investment 
accountholders and owners’ equity  47,380,014 141,657,492 183,480,043 168,472,961 141,821,337 682,811,847

Net gap 63,015,662 (70,955,963) (143,327,151) 52,874,065 98,393,387 -
Cumulative net gap 63,015,662 (7,940,301) (151,267,452) (98,393,387) - -
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9.5 Market risk:
9.5.1 Qualitative disclosure

Market risk is defined as the risk of losses in the value of on or off-balance sheet financial instruments caused by changes in market prices 
or rates including changes in profit rates, foreign exchange rates and commodity prices. 
A Treasury and Capital Markets Policy is in place which provides detail guidelines for management of market risk. 
The capital charge for market risk is computed as per the standardised approach.
Regulatory/In-House Policy Limits and guidelines as approved by the Board are strictly adhered to, deviations if any are immediately 
escalated and action taken wherever necessary. The principal categories of market risk faced by the Bank are set out below:

Foreign exchange risk: 
Foreign exchange risk is the risk that the foreign currency positions taken by the Bank may be adversely affected due to volatility in foreign 
exchange rates. The responsibility for management of foreign exchange risk rests with the Treasury and Capital Market Department of the 
Bank. Foreign exchange risk management in the Bank is ensured through regular measurement and monitoring of open foreign exchange 
positions. The foreign exchange transactions carried out by the Bank are on behalf of customers and are on a back-to-back basis. No 
proprietary foreign exchange positions are assumed by the Bank. The Bank restricts its Net Open Position below the Regulatory limit of 
40% of Net Worth. As of December 2019 the percentage of exposure to Capital is 9.74%. Limits are in place for individual currencies too.

Profit Rate Risk in the Banking Book (PRRBB): 
Profit rate risk in the banking book is the risk that the Bank will incur a financial loss as a result of mismatch in the profit rate on the assets 
and investment account holders. The profit distribution is based on profit sharing agreements instead of guaranteed return to investment 
account holders, therefore, the Bank is not subject to any significant profit rate risk. However, the profit sharing arrangements will result in 
displaced commercial risk when the Bank’s results do not allow the Bank to distribute profits in line with the market rates.
In respect of monitoring the impact of profit rate changes on the earnings and economic value of the Bank, the Bank has developed 
suitable measurement approaches. The measurement systems for profit rate sensitivity analysis are: traditional maturity gap analysis (to 
measure the profit rate sensitivity of earnings), and duration (to measure profit rate sensitivity of capital). The results of the sensitivity 
analysis are a calendar item at the meetings of the ALCO.

Price risk: 
Price Risk is the risk of reduction in the market value of the Bank’s portfolio as a result of diminution in the market value of individual 
investment. The responsibility for management of investment price risk rests with the Treasury under the supervision and guidance from 
the ALCO of the Bank. The Bank’s investments are approved by the appropriate authorities and are subject to rigorous due diligence. 
The Sukuk investments are held in the Available for Sale. Investments held in the Available for Sale Category are marked to market on a 
daily basis based on their market value. The market value of the investments is monitored against the stop loss limits and market trends 
of the individual investment.
The equity investments are held in the Available for Sale category, the same are monitored on a daily basis vis-à-vis the rates available on 
recognized stock exchanges, against the stop loss limits prescribed by the Bank.
The Bank allocates capital for its investment portfolio based on the Basel II standardized approach. 
Investments in Sukuk and Equity are made after a detailed due diligence of the Issuer/Company, and approved by the Management Credit 
Committee with a risk review thereon provided by the Risk Management department. Investments are made in Shari’a compliant equities 
which are liquid and actively traded on recognized exchanges. Investment in Sukuk are made in Sukuk issued by Regional Sovereigns and 
Corporates of repute for which an active secondary market exists. The investments in Sukuk and equities are part of the Banking Book, 
classified as Available for Sale, made with the objective of earning constant periodic returns on Sukuk and dividend on Equities, the same 
are not held for speculative purposes.
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Commodity risk: 
The Bank does not have exposure to the commodity market.
In the event of any potential exposures, the various techniques recommended as per industry best practices for the purposes of measuring and 
monitoring of market risk are as follows:
 • Overnight open positions
 • Profit rate gap analysis
 • Earnings at Risk
 • Economic Value

Lists for the above mechanisms are approved by the Board based on the recommendations of ALCO. Treasury and Capital Markets department 
and Risk Management department of the Bank monitors the positions vis-à-vis the limits approved by the Board. 
Foreign Exchange Risk: The Bank has exposure in foreign exchange and as such is exposed to foreign currency risk. However, significant amount 
of foreign currency is either in GCC currencies or USD which are effectively pegged to OMR, therefore result of any sensitivity analysis will not 
be material.

Profit Rate Risk in the Banking Book (PRRBB): The Bank measures the PRRBB by computing the earnings at risk and Economic Value of Equity 
(EVE) by using the methodology prescribed in the Basel document – Principles for Management and Supervision of Interest Rate Risk – July 2004

Price Risk: The Bank’s investment in Sukuk and Equity held in the Available for Sale Category are marked to market on a daily basis.
Reports on market risk is a calendar agenda item at the meetings of the ALCO which is held on a monthly basis.
The Bank employs four categories of stress testing, profit rates, foreign exchange rates, equity prices and Sukuk prices. For each category the 
worst possible shocks that might realistically occur in the market are considered for stress testing.

9.5.2 Quantitative disclosures
The Bank hold its investment portfolio in the banking book and not in the trading book.

Total amount of assets subject to market risk by type of assets

Breakdown of market RWA by:
Market risk position RWA (RO)
 2019 2018
Foreign exchange risk 7,287,500 9,112,500

Foreign Exchange risk

Shari’a Compliant contracts
Amount subject to Market Risk (RO)

2019 2018
Foreign Exchange - NOP 7,290,014 9,107,056
Percentage of NOP to Regulatory Capital 26% 30%
Regulatory Ceiling 28,376,295 30,002,800
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Price risk
Impact of 10% fall in price

Investment type Carrying amount Change in price Effect on equity
Regional listed Sukuk 28,314,724 10% 2,831,472
Regional Listed equities 111,082 10% 11,108
Total 28,425,806  2,842,580

Value at risk of Bank’s equity portfolio computed at 99% confidence interval comes to OMR 14,780/-.

9.6 Operational risk: 
9.6.1 Qualitative disclosure

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from external events. 
Operational risk arises throughout the bank and from almost any activity. Operational risk excludes credit risks – the risks arising from 
financial transactions entered into with obligors or counterparties in which the obligor or counterparty fails to honour its part of the 
transaction.
The Bank has an independent Operational Risk Department under Chief Risk Officer which is tasked with monitoring and controlling the 
Operational Risks of the Bank. Functions of this department are guided by the Operational Risk Policy and Framework. To institutionalize 
the assessment and mitigation of operational risks, the Business Environment and Internal Control Framework is established as part of ERM 
program. The Bank has implemented Business Continuity and Disaster Recovery program. This will reduce the potential Operational risk. 
Operational Risk due to Shari’a non-compliance is monitored and reviewed on an on-going basis by the Shari’a Compliance Department.

9.6.2 Management and Monitoring of Operational Risk
The established Operational Risk Management (ORM) Framework is designed to maintain dependency between the risk management and 
the risk champions/owners represented by the various business groups within the bank. While keeping the responsibility of managing the 
business within the business groups common grounds were established to involve the operational risk management team in facilitating the 
risk identification, measurement and assessing of risks and relevant controls, including documenting and tracking the risk mitigation plans, 
or risk acceptance. 
During the year, the operational risk management team conducted specialized training workshops and data gathering through meetings 
with business and senior management endeavouring to gain a clear understanding of business directions by cascading the relevant business 
unit strategic objectives. The approach is designed to associate the management directions, with the allocated operational risk appetite 
and the risk profile.
In preparation for and before commencing the risk identification and assessment activity across the bank, a comprehensive risk awareness 
program was developed and implemented involving management, risk champions and respective risk owners. 
Covering all business and support units within the bank specific risk profiles containing key and significant risks presented at their residual 
values was arrived at after detailed assessment and testing of the respective controls. A detailed risk heat-map is formed in consultation 
with business group management to draw their attention to significant and key risks that requires management attention and action on a 
priority basis. 
The key methods used to manage and monitor operational risks are as follows:
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9.6.3 Risk & Control Self-Assessment (RCSA) 
The risk register and corresponding action plans are maintained and updated regularly. The review cycle involves discussions with the members 
of Management Risk Committee (MRC) to seek directions on risk acceptance and treatment including decision for taking actions to review and 
to improve the control environment. 
The progress on risk mitigation action plans and the movement of risk measurement across the risk heat-map is also monitored and discussed 
with the respective management.  

9.6.4 Key Risk Indicators (KRIs)
A special series of workshops were conducted to produce the first list of KRIs. Based on their nature these are defined and assessed in coordination 
with the respective business and risk owners addressing mainly critical processes. The process includes setting means of collecting required data, 
analysis and management expectations for certain indicators set as acceptable threshold to create means of leading or lagging warning signals. It 
also involves consolidating certain common KRIs that requires actions at the bank wide level. The bank aims to improve on the KRI list to create 
meaningful and business relevant risk indicators. 

9.6.5 Loss Data Management (LDM)
The Operational Risk team monitors and maintains a detailed register of all operational risk losses and near-miss incidents. These are linked to the 
respective risk profiling and key risk register, guiding the business management to direct their efforts to improve their controls and the respective 
services or products. Those are classified and reported based on the Basel III loss events type.

9.6.6 Business Continuity Management (BCM)
The Bank has developed and maintained a full-fledged Business Continuity Management (BCM) program that focuses on protecting the human 
life and building the continuity and recovery capabilities of key processes and assets. The program is structured based on international standards, 
best practices and CBO requirements and its scope extends to include:
 • Crisis Management and Response
 • Safety and Security
 • People Continuity
 • Business Recovery
 • IT Disaster Recovery

The Bank’s BCM program is ongoing and is regularly reviewed by internal and external stakeholders. These features enhance the Bank’s readiness 
and the capabilities to respond to and manage adverse events, protect key assets and continue critical processes. The results are minimized 
negative impacts, enhanced performance and reputation and compliance to regulatory requirements.

9.6.7 Outsourcing
Complying with CBO regulations on outsourcing, the Operational Risk Management team is involved in reviewing the risk assessment related 
to outsourcing of material banking activities. This involves a diligent review of operational risks and business continuity requirements that are 
associated with the outsourced activity. 

9.6.8 Anti-Fraud Management
The bank has established an Enterprise Anti-Fraud program in coordination with several internal stakeholders, aiming to prevent and reduce to 
the minimum losses arising from internal and external frauds. This function is currently in the process of transitioning to Operational Risk unit as 
part of RMD reengineering efforts. The bank wide anti-fraud awareness program has already been conducted and the Bank is preparing for a 
bank wide fraud risk assessment exercise which will be linked to the existing risk profile and control registers.
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9.6.9 Measurement of Operational Risk (OR) Capital Charge
Operational Risk capital charge is calculated using the Basic Indicator Approach (BIA) as per CBO and BASEL III regime. The BIA for operational 
risk capital charge calculation applies an alpha (15%) to the average of positive gross income that was achieved over the previous three years 
by the Bank. The Bank aims to move towards the Alternative Standardized Approach (ASA) for Operational Risk Capital Charge Calculation in 
the coming years. In this context, the Bank will formally seek CBO approval for adopting the ASA as and when a prudent judgement call is 
made. The Bank will also continue to collect loss data history and compare those against the allocated capital per business lines in preparation 
for the Advanced Approaches that the Bank is planning to implement in the long term as per revised BASEL III guidelines.

9.6.10 Quantitative Disclosure

Item
RO

2019 2018 2017
Net income from financing and investing activities  34,023,576 30,842,634 21,158,662 
Bank’s income from own investments  1,859,548 1,827,108 1,049,041 
Other income - net  2,516,672 2,781,810 2,442,198 

Gross Income  38,399,796 35,451,552 24,649,901 
Net return on equity of unrestricted investment accountholders  (1,325,884)  (1,868,213)  (1,038,807)
Profit on wakala bil Istithmar payable  (18,053,914)  (14,583,991)  (11,226,762)

Net Operating Income  19,019,998 18,999,348 12,384,332 
Average Income  16,801,226 15,117,626 15,261,731 
Gross Income times of Alpha (15%)  2,520,184 2,267,644 2,289,260 

Operational risk based on Basic Indicator Approach 31,502,299 28,345,549 28,615,746 

Amount of non-shari’a compliant income transferred to charity was OMR 6,227.
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9.7 Rate of Return Risk
9.7.1 Qualitative disclosure

Rate of return risk arises from the possibility that changes in return rates will affect future profitability or the fair value of financial 
instruments. The Bank is exposed to rate of return risk as a result of mismatches in repricing of assets and liabilities. 
The profit rate risk may arise due to the financing and investing activities:
In addition, rate of return risk can also affect the Bank through market wide changes that are brought on by changes in the economy. The 
effect of the market rates is reflected and can be seen in the Bank’s pricing of contracts as they carry competitive pricing that prevails 
in the market. When risks are high, the market tends to place a higher rate of return to maintain the risk/return profile. Accordingly, the 
market reduces the rate of return when it identifies a decrease in the market wide risk that would be reflected by banks decreasing their 
rate of return pricing.

As a strategy for managing the rate of return risk in the banking book, the Bank 
 • has identified the profit rate sensitive products and activities it wishes to engage in;
 • makes efforts to match the amount of floating rate assets with floating rate liabilities in the banking book

The Bank uses the following tools for profit rate risk measurement in the banking book:
 • Re-pricing gap analysis which measures the arithmetic difference between the profit-sensitive assets and liabilities in the banking 

book in absolute terms; and
 • Computing the Earnings at Risk and Economic value assuming a 200 bps shift in profit rates.

The Bank’s cautious asset liability strategy avoids funding short term financing facilities from long term investments. 
The Bank has implemented a system to measure the profit rate risk through the use of gap analysis based on repricing buckets. 
The statement of Sensitivity of Assets and Liabilities, results of the assumed shift in profits rates on the economic value and earnings at 
risk is a calendar item at the meetings of the ALCO, which reviews the same and actions points are determined. 

9.7.2 Quantitative disclosures
Average yield on bank’s financial assets and liabilities is as follows

Item in percentage 

 2019 2018

Due from banks  1.52  1.99 
Wakala bil Istithmar  6.65  5.77 
Murabaha receivables  5.32  5.91 
Ijarah Muntahia Bittamleek  5.62  5.64 
Diminishing Musharaka  5.68  6.01 
Investments  4.44  4.51 
Due to banks’  2.60  1.86 
Customer Wakala bil Istithmar  4.25  3.81 
Equity of unrestricted Investment Accountholders  1.00  2.40 

The sensitivity analysis of the impact of profit rate movement in the market by 200 basis points showed it would have a negative impact 
on the income of the Bank by RO 3.38 million.
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The table below summarizes the sensitivity of profit bearing assets and liabilities:

2019

Up to 3 
months

3 to 6 
months

6 to 12 
months

1 to 3
years

3 to 5
years

5 to 20 
years

Over 20 
years

Non
sensitive Total

RO RO RO RO RO RO RO RO RO
Cash and balances 
with Central Bank 
of Oman - - - - - - - 76,201,289 76,201,289
Balances due from 
other banks 6,078,959 - - - - - - - 6,078,959
Investments - - - 3,161,000 30,598,907 11,657,000 983,000 111,000 46,510,907
Financing 298,287,617 75,115,547 109,066,968 57,347,320 13,564,474 18,540,412 73,279 - 571,995,617
Fixed Assets - - - - - - - 3,707,830 3,707,830
Other assets 32,000 - - - - - 25,000 14,281,743 14,338,743
Total Assets 304,398,576 75,115,547 109,066,968 60,508,320 44,163,381 30,197,412 1,081,279 93,301,862 718,833,345

Current deposits - - - - - - - 29,055,338 29,055,338
Savings deposits 45,743,432 - 109,869,330 - - - - - 155,612,762
Time deposits 125,472,167 57,933,538 156,122,031 69,893,448 37,335,528 - - - 446,756,712
Balances due to 
other banks 3,850,000 - - - - - - - 3,850,000
Profit payable and 
other liabilities - - - - - - - 13,380,040 13,380,040
Provisions (others) - - - - - - - - -
Capital - - - - - - - 100,000,000 100,000,000
Reserves - - - - - - - 490,681 490,681
Retained Earnings - - - - - - - (30,349,752) 30,349,752)
Other (IRS) - - 189,000 - - - - (151,436) 37,564

Total 175,065,599 57,933,538 266,180,361 69,893,448 37,335,528 - - 112,424,871 718,833,345

Gap 129,332,977 17,182,009 (157,113,393) 99,385,128) 6,827,853 30,197,412 1,081,279 (18,123,009) -

Cumulative gap 129,332,977 146,514,986 (10,598,407) (19,983,535) (13,155,682) 17,041,730 18,123,009 - -
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9.8 Displaced Commercial Risk (DCR)
9.8.1 Qualitative disclosure

DCR refers to the amount of risks that are transferred to shareholders in order to protect the IAH from bearing some or all of the risks to 
which they are contractually exposed under Mudaraba financing contracts. The risk sharing is achieved by the creation of prudential reserves 
and the Mudarib foregoing in full or in part his share of profit. This ensures smoothening of the returns to the IAH and enables payment of 
returns that are competitive in the marketplace.
Bank has in place a Profit Distribution Policy which provides detailed guidelines for creation of PER and IRR to mitigate DCR in case 
Mudaraba Pool performance is not in line with the market trends. 
The Bank has adopted a policy of pooling the shareholder and IAH funds, the assets and investments financed by the pool are after a 
detailed due diligence is conducted by the business and reviewed by risk management department on individual counterparties. Moreover, 
the exposures are regularly monitored to ensure that the same are performing and if any adverse trend is observed, remedial measures are 
initiated.
On a quarterly basis, the profit earned by the Mudaraba Pool is reviewed against the market trends and profit is paid to the IAH in line with 
the market returns. Allocation is made to the prudential reserves: PER and IRR only if surplus is available. Most of the times a part of the 
Mudarib share of profit is allocated towards the IAH.

9.8.2 Quantitative disclosures
There are no benchmark rates in existence to provide comparison of historical profit pay out by the Bank to the customers against the 
benchmarks. Profit rate and weightages assigned have been mentioned in Unrestricted investment account holders section.
Allocations to PER has been mentioned in Unrestricted Investment account holders section.

9.9 Contract Specific Risks
9.9.1 Qualitative disclosures

The Risk Appetite Framework document of the Bank has provided limits for the purpose of financing, i.e. Working Capital, Term Finance, 
Project Finance and Trade Finance. Defined within the purpose of financing are the various Shari’a compliant financing contracts that can 
be used. The risk weighting requirement for each of the Shari’a compliant financing contracts, based on the risk profile of the customer as 
provided in the IBRF is taken into account for the purposes of computing the CAR of the Bank.   

9.9.2 Quantitative disclosures
Credit risk weighted assets by type of financing contracts is as follows:

Financing Contracts
Risk Weighted Assets

2019 2018
Murabaha receivables  91,182,473  97,263,813 
Wakala bil Istithmar  106,994,983  112,390,168 
Ijarah assets-Ijarah muntahia bittamleek  163,326,417  162,783,850 
Diminishing Musharaka  83,845,041  47,994,445 
Letter of Guarantees  6,563,706  9,498,760 
Letter of Credit  1,374,931  657,659 
Irrevocable financing commitments  9,767,000  4,990,650 
Total  463,054,551  435,579,345 
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10.  GENERAL DISCLOSURE FROM CORPORATE GOVERNANCE 
10.1 Qualitative disclosures

Corporate governance deals with the way companies are managed and led, defines the roles of the Directors and formalizes the internal 
control process within the institution. 
The Board of Directors of the Bank supports the establishment of a governance culture at the Bank. Accordingly, the Board and its 
Committees continuously evaluate and improve their governance practices, policies and procedures. The Board also ensures that the Bank 
applies the principles of the Capital Market Authority’s (the CMA) Code of Corporate Governance (the Code) as well as the regulations 
for Corporate Governance of Banking and Financial Institutions issued by the Central Bank of Oman. As an Islamic Bank, AIB also applies 
the Central Bank of Oman regulation for Islamic banking institutions
Shari’a Supervisory Board is ultimately responsible for ensuring compliance with the Shari’a requirements. Shari’a Audit and Compliance 
Department works under the supervision of the SSB to monitor compliance through periodic audits and reviews.
The Bank has complied with all the applicable standards of Auditing and Accounting Organization of Islamic Financial Institution (AAOIFI) 
and relevant International Financial Reporting Standards (IFRS).

General Disclosure about Consumer 

As part of the overall consumer engagement, we have implemented blended approach to disclose all product & services information to 
customers. The following approaches has been used to publicize product & service information to customers:
 • Product brochures and flyers containing specific product mechanism and features has been published
 • Product information is published on the Bank’s website
 • We have produced and printed a booklet that contains all Frequently Asked Questions about Islamic Banking business.
 • All front end facing sales and service staff has been trained on Islamic Banking concepts and product offerings to be able to answer 

customer queries. Additionally. back office team members have to been trained to ensure Shari’a compliance in operational process 
flows.

 • All Call Centre staff has been trained and equipped to handle all customer related inquires.
 • Social media platforms have been used to interact with all public
 • Press releases are published frequently to inform the public of AIB’s services and products
 • Face to face meetings with media, government agencies and NGO’s

The Customer Service Staff at the branch and Call Centre note down the customer complaints and coordinate with the relevant 
stakeholder, who in turn initiates measure for resolving the same.

Corporate Social Responsibility
At Alizz Islamic Bank, CSR is used to compliment the Banks mission to deliver exceptional and sustainable results to our Shareholders. 
This is carried out by integrating social concerns into our values, strategy and operational transparency. We are therefore committed to 
play a leading role in the communities we serve.  

This year CSR activities will be channeled in two main directions:

 • Provide support to a cause that is close to the Omani community 
 • Engage with bank staff to encourage the spirit of volunteerism 
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10.2 Quantitative disclosures 
Balances with related party and transactions with them during 2019 are as follows:
Related party transactions for 2019

Assets

Directors Other related parties Total
2019 2018 2019 2018 2019 2018

RO RO RO RO RO RO
Wakala bil Istithmar  -  - 6,203,247 6,050,000 6,203,247 6,050,000 
Murabaha receivables  -  -  83,632  89,889  83,632  89,889 
Ijarah assets-Ijarah muntahia bittamleek  -  -  541,727  605,121  541,727  605,121 
Other assets  8,990  2,300  28,800  22,457  37,790  24,757 

 8,990  2,300 6,857,406 6,767,467 6,866,396 6,769,767 
Liabilities
Current account  45,847  43,857 2,724,338 1,072,799 2,770,185 1,116,656 
Customer wakala bil Istithmar  -  -  -  -  -  - 
Other liabilities  -  -  -  -  -  - 

 45,847  43,857 2,724,338 1,072,799 2,770,185 1,116,656 
Equity of unrestricted investment 
Accountholders  987  -  -  -  987  - 
Contingent Liabilities and Commitments  -  -  541,000  651,486  541,000  651,486 

Item

amount in RO
2019 2018

RO RO

Income
Income from financing and investing activities  446,407  426,293 
Other income  4,876  6,620 

451,283 432,913
Expenses
Return on equity of IAH before Bank’s share as a Mudarib  482  253 
Profit on Wakala bil Istithmar payable  -  1,096 
Board expenses  69,748  71,256 
Shari’a board expense  53,895  50,820 
Other expenses  1,150,099  1,093,763 

 1,274,224  1,217,188 
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Item

Amount in RO
2019 2018

RO RO
Compensation of key management personnel is as follows:   
Salaries and allowances  959,280  903,425 
End of service benefits  25,569  25,427 
  984,849  928,852 

11. SHARI’A GOVERNANCE FRAMEWORK
The Shari’a governance framework in the Bank comprises of the Shari’a Supervisory Board (SSB) at the Board level. The Shari’a Audit and 
Compliance department (SACD) in the Bank is headed by the Internal Shari’a Reviewer (ISR). Internal Shari’a Reviewer (ISR) reports functionally to 
Shari’a Supervisory Board and to CEO with respect to administrative matters. SSB decisions and guidelines are communicated to Bank management 
through SACD because the responsibility for observing and implementing Shari’a guidelines rests with the management of the Bank. Shari’a 
guidelines issued by SSB are binding on the Bank. SSB issues a report to shareholders of the Bank regarding compliance of the Bank’s activities 
with Shari’a guidelines. SSB has approved Shari’a Audit Charter, Shari’a Compliance Manual and Shari’a non-compliance Risk Policy. 
ISR is an experienced professional and he is the Secretary of SSB in addition to his duties. SACD is divided into Shari’a Compliance Unit (SCU) and 
Shari’a Audit Unit (SAU) managed by Head of Shari’a compliance unit and Head of Shari’a audit unit respectively. 
Shari’a Compliance Unit facilitates the management in ensuring compliance with Shari’a guidelines as manifested by the SSB on a day to day 
basis in all the Bank’s business activities. operations and transactions. Additionally, SCU provides appropriate recommendations to improve and 
enhance the compliance with Shari’a guidelines. This is done through review and approval of the contracts, agreements, policies, procedures, 
products’ manuals, process flows, core banking system, application of accounting standards, transaction, fees, charges, commissions, financial and 
management reporting etc. SCU is also responsible for the Shari’a non-compliance risk management function. The mechanism of Mudaraba and 
Wakala pool for distribution of profit to various investment deposit classes is closely monitored by SCU.
Shari’a Audit Unit assists the ISR and SSB in forming post facto opinion on the extent of the Shari’a compliance of the Bank’s operation. SAU 
examines and evaluates the extent of compliance with Shari’a standards, principles, rules, Fatwa and resolutions issued by SSB through actual audit 
on the business transactions. Its activities cover planning, executing, communicating, reporting and following up of audit findings included in the 
Shari’a audit plan.
Shari’a audit on the Banks transactions has been conducted as follows:

Departments
Percentage of total executed transactions

2019 2018
Retail Banking:  Murabaha, Ijarah, Forward Ijarah, Service Ijarah 71% 70%
Corporate Banking:  Murabaha, Ijarah, Wakala, Forward Ijarah,
Diminishing Musharaka and  Trade Finance 100% 100%
Treasury: Interbank Wakala, FX Wa’ad invemsent 80% 60%
Third Party Contracts: All service contracts Currently it is reviewed by 

Shari’a Compliance Unit 50%
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11.1 External Shari’a Audit
The external Shari’a audit for the period from 1st January 2019 to 31st December 2019 has been executed in this year. The external shari’a audit 
report is shared with auditor. 

11.2 SSB meetings 
During the year five, SSB meetings were conducted with full quorum. SSB has reviewed 18 products and product related documents and issued 
19 Fatawas on various queries. SSB also reviewed the monthly PDMs, policies, investment proposals and the Shari’a audit reports and provided 
the related guidance to rectify the mistakes and eliminate the mistakes in future. 

11.3 Trainings
SACD conducted total 25 hours of trainings for 29 staffs on Shari’a Rules in Islamic Financial Transactions Islamic banking fundamentals, products, 
process and documentation. The trainings are provided to Branch staff, customer service representatives, sales team and Credit administration. 
The bank also launched E-Learning system including Islamic Banking course to ensure interactive design and convenience to access 24/7 from 
range of devices such as mobile, Tablet, iPad …etc. The total number of employees who completed the course amounted to 289.

11.4 Zakah
Zakah is calculated in accordance with FAS 9 - Zakah issued by Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) 
using the net assets method, whereas the Board of Directors of the bank is not authorized to pay the Zakah on behalf of the shareholders, the 
responsibility for payment of Zakah on the Bank’s shares lays at the part of the shareholders. The Bank calculates the “Zakah base” based on 
audited financial statements and after approval from Shari’a Supervisory Board, notify the Shareholders of their pro-rata share of the Zakah 
payable annually. Payment of Zakah on the Investment Accounts and other Accounts is the responsibility of Investments Account Holders. 

11.5 Earnings Prohibited by Shari’a and Donation against Late Payment
The Bank is committed to avoid recognising any income generated from Shari’a non-compliant sources such as late payment fee received due to 
the delay in instalment payment and profit from Shari’a non-compliant transactions as instructed by SSB. Accordingly, all Shari’a non-compliant 
income as a result of Shari’a audit amounting to RO 6,227 is credited to a charity account where the Bank uses these funds for charitable 
purposes. In addition to RO 22,762 the fourth quarter of 2018 charity amount RO 36,263 has been credited to charity account being the 
income prohibited by Shari’a and donation received due to late payment in quarter 1, 2 and 3 of the year 2019. The charity fund of OMR 
59,024 which is charity amount of first three quarters of the year 2019 plus fourth quarter of 2018 is distributed to charity organisation as 
approved by SSB during the year 2019. The charity amount of fourth quarter of 2019 RO 24,315 shall be distributed during the first quarter of 
2020. The total amount has been credited to the charity fund in 2019 is RO 60,578.

11.6 Remuneration of and Shari’a Supervisory Board (SSB)
Following remuneration of Shari’a Board has been approved by the general assembly;
Chairman: RO 16,000/- per annum 
Member: RO 12,000/- per annum each 
Sitting Fee of Shari’a Board has been approved by the general assembly:
Chairman and Members RO 400/- per meeting each
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12.   BASEL III
12.1 Capital Disclosure 

The below capital disclosures are prepared in accordance with the requirements of the CBO Circular BM 1114 ‘Regulatory Capital and 
Composition of Capital Disclosure Requirements under Basel III’ issued on 17 November 2013.

Common Equity Tier 1 capital: instruments and reserves
1 Directly issued qualifying common share capital (and equivalent for non-joint stock companies) plus related stock 

surplus 100,000,000
2 Retained earnings  (30,349,752)
3 Accumulated other comprehensive income (and other reserves)   490,681   
4 Directly issued capital subject to phase out from CET1 (only applicable to non-joint stock companies)  -   
 Public sector capital injections grandfathered until 1 January 2018  -   
5 Common share capital issued by subsidiaries and held by third parties (amount allowed in group CET1)  -   
6 Common Equity Tier 1 capital before regulatory adjustments  70,140,929 
   
Common Equity Tier 1 capital: regulatory adjustments 
7 Prudential valuation adjustments 157,859
8 Goodwill (net of related tax liability)  -   
9 Other intangibles other than mortgage-servicing rights (net of related tax liability) 1,607,953
10 Deferred tax assets that rely on future profitability excluding those arising from temporary differences (net of 

related tax liability)  2,866,939 
11 Cash-flow hedge reserve  -   
12 Shortfall of provisions to expected losses  -   
13 Securitisation gain on sale (as set out in paragraph 14.9 of CP-1)  -   
14 Gains and losses due to changes in own credit risk on fair valued liabilities.  -   
15 Defined-benefit pension fund net assets  -   
16 Investments in own shares (if not already netted off paid-in capital on reported balance sheet)  -   
17 Reciprocal cross-holdings in common equity  -  
18 Investments in the capital of banking, financial, insurance and takaful entities that are outside the scope of 

regulatory consolidation, net of eligible short positions, where the bank does not own more than 10% of the 
issued share capital (amount above 10% threshold)  -  

19 Significant investments in the common stock of banking, financial, insurance and takaful entities that are outside 
the scope of regulatory consolidation, net of eligible short positions (amount above 10% threshold)  -  

20 Mortgage Servicing rights (amount above 10% threshold)  -  
21 Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax liability)  -   
22 Amount exceeding the 15% threshold  -   
23 of which: significant investments in the common stock of financials  -   
24 of which: mortgage servicing rights  -   
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Common Equity Tier 1 capital: regulatory adjustments 
25 of which: deferred tax assets arising from temporary differences  -   
26 National specific regulatory adjustments REGULATORY ADJUSTMENTS APPLIED TO COMMON EQUITY TIER 1 IN RESPECT OF 

AMOUNTS SUBJECT TO PRE-BASEL III TREATMENT  -   
27 Regulatory adjustments applied to Common Equity Tier 1 due to insufficient Additional Tier 1 and Tier 2 to cover deductions  -   
28 Total regulatory adjustments to Common equity Tier 1  4,632,751 

29 Common Equity Tier 1 capital (CET1) 65,508,178

Additional Tier 1 capital: instruments
30 Directly issued qualifying Additional Tier 1 instruments plus related stock surplus                 -   
31 of which: classified as equity under applicable accounting standards 5                 -   
32 of which: classified as liabilities under applicable accounting standards 6                 -   
33 Directly issued capital instruments subject to phase out from Additional Tier 1                 -   
34 Additional Tier 1 instruments (and CET1 instruments not included in row 5) issued by subsidiaries and held by third parties 

(amount allowed in group AT1)                 -   
35 of which: instruments issued by subsidiaries subject to phase out                 -   
36 Additional Tier 1 capital before regulatory adjustments                 -   

Additional Tier 1 capital: regulatory adjustments
37 Investments in own Additional Tier 1 instruments                 -   
38 Reciprocal cross-holdings in Additional Tier 1 instruments                 -   
39 Investments in the capital of banking, financial, insurance and takaful entities that are outside the scope of regulatory 

consolidation, net of eligible short positions, where the bank does not own more than 10% of the issued common share 
capital of the entity (amount above 10% threshold)                 -   

40 Significant investments in the capital of banking, financial, insurance and takaful entities that are outside the scope of 
regulatory consolidation (net of eligible short positions)                 -   

41 National specific regulatory adjustments 
REGULATORY ADJUSTMENTS APPLIED TO ADDITIONAL TIER 1 IN RESPECT OF AMOUNTS SUBJECT TO PRE-BASEL III 
TREATMENT                 -   

42 Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 to cover deductions                 -   
43 Total regulatory adjustments to Additional Tier 1 capital                 -   

44 Additional Tier 1 capital (AT1)                 -   

45 Tier 1 capital (T1 = CET1 + AT1) 65,508,178
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Tier 2 capital: instruments and provisions
46 Directly issued qualifying Tier 2 instruments plus related stock surplus                 -   
47 Directly issued capital instruments subject to phase out from Tier 2                 -   
48 Tier 2 instruments (and CET1 and AT1 instruments not included in rows 5 or 34) issued by subsidiaries and held by third 

parties (amount allowed in group Tier 2)                 -   
49 of which: instruments issued by subsidiaries subject to phase out                 -   
50 Provisions 5,275,089
51 Tier 2 capital before regulatory adjustments 5,275,089

Tier 2 capital: regulatory adjustments 
52 Investments in own Tier 2 instruments                 -   
53 Reciprocal cross-holdings in Tier 2 instruments                 -   
54 Investments in the capital of banking, financial, insurance and takaful entities that are outside the scope of regulatory 

consolidation, net of eligible short positions, where the bank does not own more than 10% of the issued common share 
capital of the entity (amount above the 10% threshold)                 -   

55 Significant investments in the capital banking, financial, insurance and takaful entities that are outside the scope of regulatory 
consolidation (net of eligible short positions)                 -   

56 National specific regulatory adjustments 
REGULATORY ADJUSTMENTS APPLIED TO TIER 2 IN RESPECT OF AMOUNTS SUBJECT TO PRE-BASEL III TREATMENT                 -   

57 Total regulatory adjustments to Tier 2 capital                 -   
  
58 Tier 2 capital (T2) 5,275,089
  
59 Total capital (TC = T1 + T2) 70,783,267

Risk Weighted Assets
 RISK WEIGHTED ASSETS IN RESPECT OF AMOUNTS SUBJECT TO PRE-BASEL III TREATMENT                 -   

60 Total risk weighted assets (60a+60b+60c)  523,754,227 
60a Of which: Credit risk weighted assets  484,964,428 
60b Of which: Market risk weighted assets  7,287,500 
60c Of which: Operational risk weighted assets  31,502,299 
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Capital Ratios
61 Common Equity Tier 1 (as a percentage of risk weighted assets)  12.51% 
62 Tier 1 (as a percentage of risk weighted assets)  12.51% 
63 Total capital (as a percentage of risk weighted assets) 13.51% 
64 Institution specific buffer requirement (minimum CET1 requirement plus capital conservation buffer plus countercyclical buffer 

requirements plus G-SIB/D-SIB buffer requirement expressed as a percentage of risk weighted assets) 9.50%
65 of which: capital conservation buffer requirement 2.50%
66 of which: bank specific countercyclical buffer requirement  -   
67 of which: D-SIB/G-SIB buffer requirement  -   
68 Common Equity Tier 1 available to meet buffers (as a percentage of risk weighted assets 3.01%

National minima (if different from Basel III)
69 National Common Equity Tier 1 minimum ratio (if different from Basel 3 minimum) 9.5%
70 National Tier 1 minimum ratio (if different from Basel 3 minimum) 11.5%
71 National total capital minimum ratio (if different from Basel 3 minimum) 13.5%

Amounts below the thresholds for deduction (before risk weighting) 
72 Non-significant investments in the capital of other financials                 -   
73 Significant investments in the common stock of financials                 -   
74 Mortgage servicing rights (net of related tax liability)                 -   
75 Deferred tax assets arising from temporary differences (net of related tax liability) 2,866,939

Applicable caps on the inclusion of provisions in Tier 2
76 Provisions eligible for inclusion in Tier 2 in respect of exposures subject to standardised approach (prior to application of cap) 5,275,089
77 Cap on inclusion of provisions in Tier 2 under standardised approach 6,062,055
78 Provisions eligible for inclusion in Tier 2 in respect of exposures subject to internal ratings-based approach (prior to application 

of cap)                 -   
79 Cap for inclusion of provisions in Tier 2 under internal ratings-based approach                 -   

Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 2018 and 1 Jan 2022) 
80 Current cap on CET1 instruments subject to phase out arrangements                 -   
81 Amount excluded from CET1 due to cap (excess over cap after redemptions and maturities)                 -   
82 Current cap on AT1 instruments subject to phase out arrangements                 -   
83 Amount excluded from AT1 due to cap (excess over cap after redemptions and maturities)                 -   
84 Current cap on T2 instruments subject to phase out arrangements                 -   
85 Amount excluded from T2 due to cap (excess over cap after redemptions and maturities)                 -   
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Table 2a – Expansion of Balance Sheet Under Regulatory Scope of Consolidation

Year ended 31 December 2019
Published financial 

statements
Under Regulatory scope 

of consolidation Reference
Assets
Cash and balances with CBO 76,201,289 76,201,289
Due from Banks 6,078,959 6,078,959
Financings – Net, of which: 571,995,617 571,995,617
- Loans and advances to domestic customers  -   571,995,617
- Provision against financings, of which:  -   5,187,149
- Amount eligible for T2  -   5,187,149 f
- Amount ineligible for T2  -    -   
Investments at fair value through equity 28,415,907 28,415,907
Investments at amortised cost 18,095,000 18,095,000
Fixed assets 3,707,830 3,707,830
- Amount eligible for T1  -   -1,607,953 c
Other assets 14,338,743 14,338,743
- Amount eligible for T1  -   -2,866,939 d

Total Assets 718,833,345 718,833,345

Capital & Liabilities
Paid-up Capital, of which: 100,490,681 100,490,681
- Amount eligible for CET1 100,490,681 a
Reserves & Surplus; of which -30,274,624 -30,274,624
- Amount eligible for CET1 -30,312,188 -30,312,188 b
- Investment fair value gains 37,564 37,564
- Amount eligible/for CET2 87,940 g
- Amount ineligible for CET1 -157,859 e

Total Capital 70,216,057 70,216,057
Deposits 631,424,812 631,424,812
Due to Banks and financial institutions  3,850,000 3,850,000
Other liabilities & provisions 13,380,040 13,380,040

TOTAL 718,870,909 718,870,909



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 94

Step 3: Step Reconciliation of Regulatory Capital:
Common Equity Tier 1 capital: instruments and reserves
  Component of 

regulatory capital 
reported by Bank

Source based on reference numbers/letters 
of the balance sheet under the regulatory 

scope of consolidation from step 2
1 Directly issued qualifying common share (and equivalent for non-joint stock 

companies) capital plus related stock surplus 100,490,681 a
2 Accumulated loss -30,349,752 b
3 Common Equity Tier 1 capital before regulatory adjustments 70,140,929
4 Intangible Assets including deferred tax -4,474,892 c,d
5 Cumulative Losses on Fair Value -157,859 e
6 Common Equity Tier 1 capital (CET1) 65,508,178
Additional Tier 1 capital: instruments
7 Additional Tier 1 capital (AT1)  -                         -   

Tier 1 capital (T1 = CET1 + AT1) 65,508,178

Tier 2 capital: instruments and provisions
8 Provisions 5,187,149 f
9 Fair value reserve gains of AFS investments 87,940 g

Tier 2 capital before regulatory adjustments 5,275,089
Tier 2 capital: regulatory adjustments  -   
Tier 2 capital (T2) 5,275,089

Total capital (TC = T1 + T2) 70,783,267

MAIN FEATURES OF REGULATORY CAPITAL
Table below discloses the key features of all the regulatory capital issued by the Bank;

Alizz Islamic Bank SAOG Common Equity Share Capital
1 Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private placement) NA
2 Governing law(s) of the instrument Regulatory treatment The laws of Oman in the form of 

Royal Decrees, Ministerial Decisions 
and CMA and CBO Regulations 

3 Transitional Basel III rules Common Equity Tier 1
4 Post-transitional Basel III rules Common Equity Tier 1
5 Eligible at solo/group/group & solo Solo
6 Instrument type (types to be specified by each jurisdiction) Common Equity Share Capital
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Alizz Islamic Bank SAOG Common Equity Share Capital

7 Amount recognised in regulatory capital (Currency in mil. as of most recent reporting date) 100 million
8 Par value of instrument 100 million   
9 Accounting classification Shareholders’ Equity
10 Original date of issuance 02 November 2012
11 Perpetual or dated Perpetual
12 Original maturity date No maturity
13 Issuer call subject to prior supervisory approval No
14 Optional call date. contingent call dates and redemption amount NA
15 Subsequent call dates. if applicable NA
 Coupons/dividends*
16 Fixed or floating dividend/coupon NA
17 Coupon rate and any related index NA
18 Existence of a dividend stopper NA
19 Fully discretionary, partially discretionary or mandatory NA
20 Existence of step up or other incentive to redeem NA
21 Noncumulative or cumulative NA
22 Convertible or non-convertible NA
23 If convertible, conversion trigger (s) NA
24 If convertible, fully or partially NA
25 If convertible, conversion rate NA
26 If convertible, mandatory or optional conversion NA
27 If convertible, specify instrument type convertible into NA
28 If convertible, specify issuer of instrument it converts into NA
29 Write-down feature NA
30 If write-down, write-down trigger(s) NA
31 If write-down, full or partial NA
32 If write-down, permanent or temporary NA
33 If temporary write-down, description of write-up mechanism NA
34 Position in subordination hierarchy in liquidation (specify instrument type immediately senior to instrument) NA
35 Non-compliant transitioned features NA
36 If yes, specify non-compliant features NA
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12.2 Liquidity Coverage Ratio
The below Liquidity Coverage Ratio return is prepared in accordance with the requirements of the CBO Circular BM 1127 ‘Basel III – Framework 
of Liquidity Coverage Ratio (LCR) and LCR disclosure standards. 

Statement of Liquidity Coverage Ratio – 31.12.2019

 
Stock of HQLA Factor

Unweighted 
amount

 Weighted 
amount

RO(000’) RO(000’)
 Level 1 assets    
1 Coins and bank notes 100%  6,081 6,081
2 Qualifying central bank reserves 100%  69,595 69,595
3 Qualifying marketable securities from sovereigns, central banks, PSEs and multilateral 

development banks 100%  -   
                                  

-   
4 Domestic sovereign or Central Bank debt for non-0% risk weighted sovereigns 100%  42,265  42,265 
5 Total Level 1 assets   117,941 117,941
 Level 2A  
6 Sovereign, CB, PSE, multilateral development banks assets (qualifying for 20% risk weighing) 85%  -    -   
7 Qualifying Corporate debt securities AA-or higher 85%  -    -   
8 Qualifying Covered bonds AA-or higher 85%  -   
9 Total Level 2A   -    -   
 Level 2B  
10 Qualifying RMBS 75%  -   
11 Qualifying corporate debt securities, rated between A+ and BBB- 50%  -    -   
12 Qualifying common equity shares 50%  111  56 
13 Total Level 2B (maximum 15% of HQLA)   111  56 
14 Total level 2 assets (Maximum 40% of HQLA)   111 56
15 Total Stock of high quality liquid assets   118,052 117,997
 Cash outflows  
 A. Retail Deposits (Customer Deposits)  
16 Demand Deposits + Term Deposits with residual maturity up to 30 days   -   
17 Stable deposits (deposit insurance scheme meets additional criteria) 3%  1,295  39 
18 - Stable Deposits  5%  144,186  7,209 
19 - Less Stable retail Deposits 10%  20,341  2,034
20 Term Deposits with residual maturity of more than 30 days 0%  82,743   -   
 B, Unsecured Wholesale Funding  
21 Demand and term deposits (less than 30 days) - stable deposits 5%  1,912  96 
22 Less Stable deposits 10%  367  37 
23 Non-financial corporates, sovereigns, central banks and PSE 40%  107,140  42,856 
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Stock of HQLA Factor

Unweighted 
amount

 Weighted 
amount

24 If entire portion covered by deposit insurance 20%  -   -   
25 Cooperative banks in an institutional network (qualifying deposits with the centralised institution) 25%      -   
26 Other legal entity customers 100%  -          -   
27 Operational deposits generated by clearing, custody and cash management activities 25%  3,215  804 
28 Portion covered by deposit insurance 5%   -   
29 C. Secured Funding  
30 Secured funding transactions with a central bank or backed by Level I assets with any counterparty 0%    -   
31 Secured funding transactions backed by Level 2A assets with any counterparty 15%    -   
32 Secured funding transactions backed by non-level 1 or non-level 2A assets with domestic Sovereign, 

domestic PSE, multilateral development banks as a counterparty 25% -   
33 Backed by RMBS eligible for inclusion in level 2B 25% -   
34 Backed by other level 2B assets 50%  -   
35 All other secured funding transactions 100%    -   
 D. Additional Requirements  
36 Liquidity needs (e.g. collateral calls) related to financing transactions, derivatives and other contracts, 

downgrade of up to 3 notches 100%  -   
37 Market valuation changes on derivatives (largest absolute net 30 day collateral flows realised during 

preceding 24 months-look back approach) 100%     -   
38 Valuation changes on non-level 1 posted collateral securing derivatives 20%   -   
39 Excess collateral held by a bank related to derivative transactions contractually callable at any time by its 

counterparty 100%   -   
40 Liquidity needs related to collateral contractually due from reporting bank on derivative transactions 100%         -   
41 Increased Liquidity needs related to derivative transactions that allow collateral substitution to non-HQLA 

assets 100%  -   
42 Liabilities maturing from SPV’s, ABCP’s and SIV’s etc. (applied to maturing amounts and returnable assets) 100%           -   
43 Asset backed securities (including covered bonds) applied to maturing amounts 100% -   
 Currently undrawn portion of credit lines  
44 (i) Retail and small business 5%  10,598 530
45 (ii) Non-Financial corporates, Sovereign, CB, PSEs, multilateral development banks credit facility 10%  15,328 1,533
46 (iii) Non-Financial corporates, Sovereign, CB, PSEs, multilateral development banks -liquidity facility 30%  -   -   
47 (iv) Banks subject to prudential supervision 40%  -   -   
48 (v) Other Financial Institutions credit 40%  -   -   
49 (vi) Other Financial institutions-liquidity 100%  -          -   
50 (vii) Other Legal entity customers, credit and liquidity facilities 100%  -    -   
51 Other contingent funding liabilities (L/cs, LGs) 5%  20,002 1,000
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Stock of HQLA Factor

Unweighted 
amount

 Weighted 
amount

52 Trade finance 5%     -   
53 Customer short positions covered by other customers’ collateral 50%    -   
54 Any Other outflows 100%  3,850  3,850 
55 Total cash outflows   410,977 59,987
 Cash Inflows

  Maturing secured lending transactions backed by following collateral:-
56 Level 1 assets 0% -   
57 Level 2A assets 15%       -   
58 Level 2B assets-eligible RMBS 25%       -   
59 Other assets 50%        -   
60 Margin lending backed by all other collaterals 50%   -   
61 All other assets 100%   -   
62 Amounts to be received from retail counterparties 50%  4,067 2,034
63 Amounts to be received from non-financial wholesale counterparties from transactions other than those 

listed. 50%  25,981  12,990 
64 Amounts to be received from financial institutions and central banks from transactions other than those 

listed 100%  3,080 3,080
65 Credit or liquidity facilities provided to the reporting bank 0%  -      -   
66 Operational deposits held at other financial institutions 0%  -          -   
67 Other contractual cash inflows 100%  -         -   
68 Net derivatives cash inflows 100%  -          -   
69 Total cash inflows  33,128 18,104
70 75% of outflows  44,990
71 Inflows restricted to 75% of outflows  18,104
72 Net cash Outflow  41,883
73 LCR (%)  281.73%
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12.3 Net Stable Funding Ratio (NSFR)
Basel III-Net Stable Funding Ratio Report for the month of: December 2019

Available stable funding
Associated 

factor
Unweighted 

amount 
 Weighted 

amount
(RO ‘000)  (RO ‘000)

Tier 1 capital 100%       65,508      65,508 
Tier 2 capital ( excluding Tier 2 instruments with residual maturity of less than one year) 100% 5,275 5,275 
Other capital instruments with effective residual maturity of one year or more 100%           -   
Other liabilities with effective residual maturities of one year or more 100%             -   
Stable non-maturity (demand) deposits and term deposits with residual maturity of less than 
one year provided by retail and small business customers 95%  198,752     188,814 
Less stable non-maturity deposits and term deposits with residual maturity of less than one 
year provided by retail and small business customers 90%          -             -   
Funding with residual maturity of less than one year provided by non-financial corporate 
customers, Funding with residual maturity of less than one year from sovereigns, PSEs, and 
multilateral and national development banks 50%    321,932 160,966 
Operational deposits 50%     3,215        1,608 
Other funding with residual maturity between six months and less than one year not included 
in the above categories, including funding provided by central banks and financial institutions 50%              -   
All other liabilities and equity not included in the above categories, including liabilities without 
a stated maturity (with a specific treatment for deferred tax liabilities and minority interests) 0% 124,755               -   
NSFR derivative liabilities net of NSFR derivative assets if NSFR derivative liabilities are greater 
than NSFR derivative assets, 0%  -   
“Trade date” payables arising from purchases of financial instruments, foreign currencies & 
commodities 0%              -   
Total Available Stable Funding   422,171 
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Required stable funding
Associated 

factor
Unweighted 

amount 
 Weighted 

amount
Coins, banknotes and reserves with CBO 0%       6,081           -   
All claims on central banks with residual maturities of less than six months 0%   69,595        -   
“Trade date” receivables arising from sales of financial instruments, foreign currencies and 
commodities 0%  -   
Unencumbered Level 1 assets, excluding coins, banknotes and reserves with CBO 5% 42,265     2,113 
Unencumbered financing to financial institutions with residual maturities of less than six 
months, where the financing is secured against Level 1 assets  as  defined in LCR framework, 
para 5.5 and where the bank has the ability to freely re hypothecate the received collateral for 
the life of the financing 10%         -   
All other unencumbered financing to financial institutions with residual maturities of less than 
six months not included in the above categories 15%               -        -   
Unencumbered Level 2A assets 15%                 -   
Unencumbered Level 2B assets 50%                  -   
HQLA encumbered for a period of six months or more and less than one year 50%      111               56 
Financing to financial institutions and central banks with residual maturities between six 
months and less than one year 50%          -                   -   
Deposits held at other financial institutions for operational purposes 50%       3,052          1,526 
All other assets not included in the above categories with residual maturity of less than one 
year, including  financing to non-financial corporate clients, financing to retail and small 
business customers, and financing to sovereigns and PSEs 50%  82,045  41,023 
Unencumbered residential mortgages with a residual maturity of one year or more and with a 
risk weight of less than or equal to 35% under the Standardised Approach 65% 207,452 134,844 
Other unencumbered  financing not included in the above categories, excluding financing to 
financial institutions, with a residual maturity of one year or more and with a risk weight of less 
than or equal to 35% under the Standardised Approach 65%      -   
Cash, securities or other assets posted as initial margin for derivative contracts and cash or 
other assets provided to contribute to the default fund of a CCP 85%        -   
Other unencumbered performing financing with risk weights greater than 35% under the 
Standardised Approach and residual maturities of one year or more, excluding financing to 
financial institutions. 85%  -   
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Associated 
factor

Unweighted 
amount 

 Weighted 
amount

Unencumbered securities that are not in default and do not qualify as HQLA with a remaining 
maturity of one year or more and exchange-traded equities 85%      -   
Physical traded commodities, including gold 85%             -   
All assets that are encumbered for a period of one year or more 100%        -   
NSFR derivative assets net of NSFR derivative liabilities if NSFR derivative assets are greater 
than NSFR derivative liabilities 100%                 -   
20% of derivative liabilities (as per para 18 above) 100%                  -   
All other assets not included in the above categories, including non-performing financing, 
financing to financial institutions with a residual maturity of one year or more, non-exchange-
traded equities, fixed assets, items deducted from regulatory capital, retained interest, 
insurance assets, subsidiary interests and defaulted securities. 100% 308,232 308,232 

Subtotal (A)   487,793 

Off balance sheet exposures  
Irrevocable and conditionally revocable credit and liquidity facilities to any client 5%   25,926       1,296 
Other contingent funding obligations, including products and instruments such as guarantees, 
letters of credit, Unconditionally revocable credit and liquidity facilities 5%      20,002     1,000 
Non contractual obligations such as potential requests for debt repurchases of the bank’s 
own debt or that of related conduits, securities investment vehicles and other such financing 
facilities, structured products where customers anticipate ready marketability, managed funds 
that are marketed with the objective of maintaining a stable value 5%              -   

Subtotal (B)           2,296 

Total Required Stable Funding (A+B)         490,089 

NSFR (%)           86.142 
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12.4 Leverage Ratio 31st December 2019
Basel III leverage ratio framework and disclosure requirements - Reports for Quarter ended Dec-19

(All amounts in OMR’000)
Table 1: Summary comparison of accounting assets vs leverage ratio exposure measure 

(Please refer to paragraph 52 of Basel III leverage ratio framework and disclosure requirements of BCBS issued in January 2014)

 Item Current Quarter  Previous Quarter 
1 Total consolidated assets as per published financial statements 718,833 725,929
2 Adjustment for investments in banking, financial, insurance or commercial entities that are 

consolidated for accounting purposes but outside the scope of regulatory consolidation
- -

3 Adjustment for fiduciary assets recognised on the balance sheet pursuant to the operative accounting 
framework but excluded from the leverage ratio exposure measure

- -

4 Adjustments for derivative financial instruments - -
5 Adjustment for securities financing transactions (i.e., repos and similar secured lending) - -
6 Adjustment for off-balance sheet items (i.e., conversion to credit equivalent amounts of off-

balance sheet exposures)
20,902 15,867

7 Other adjustments - -

8 Leverage ratio exposure 739,735 741,796

Table 2: Leverage ratio common disclosure template
(Please refer to paragraph 53 of Basel III leverage ratio framework and disclosure requirements of BCBS issued in January 2014)

 Item Current Quarter  Previous Quarter 
1 On-balance sheet items (excluding derivatives and SFTs, but including collateral) 718,833 725,929
2 (Asset amounts deducted in determining Basel III Tier 1 capital) (4,633) (4,438)

3 Total on-balance sheet exposures (excluding derivatives and SFTs) (sum of lines 1 and 2) 714,200 721,491

 Derivative Exposures
4 Replacement cost associated with all derivatives transactions (i.e., net of eligible cash variation 

margin) 
- -

5 Add-on amounts for PFE associated with all derivatives transactions - -
6 Gross-up for derivatives collateral provided where deducted from the balance sheet assets pursuant 

to the operative accounting framework 
- -

7 (Deductions of receivables assets for cash variation margin provided in derivatives transactions) - -
8 (Exempted CCP leg of client-cleared trade exposures) - -
9 Adjusted effective notional amount of written credit derivatives - -
10 (Adjusted effective notional offsets and add-on deductions for written credit derivatives) - -
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 Item Current Quarter  Previous Quarter 

11 Total derivative exposures (sum of lines 4 to 10) - -

 Securities financing transaction exposures
12 Gross SFT assets (with no recognition of netting), after adjusting for sale accounting transactions - -
13 (Netted amounts of cash payables and cash receivables of gross SFT assets) - -
14 CCR exposure for SFT assets - -
15 Agent transaction exposures - -

16 Total securities financing transaction exposures (sum of lines 12 to 15) - -

 Other Off-balance sheet exposures
17 Off-balance sheet exposure at gross notional amount 45,928 36,522
18 (Adjustments for conversion to credit equivalent amounts) (20,393) (16,217)

19 Off-balance sheet items (sum of lines 17 and 18) 25,535 20,305

 Capital and total exposures

20 Tier 1 capital 65,508 72,092

21 Total exposures (sum of lines 3, 11, 16 and 19) 739,735 741,796

 Leverage Ratio

22 Basel III leverage ratio (%) 8.9 9.7
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STATEMENT OF FINANCIAL POSITION
As at 31 December 2019
  2019 2018
 Notes RO RO
ASSETS    
Cash and balances with Central Bank of Oman 4      76,201,289    61,965,699 
Due from banks 5        6,078,959        9,446,092 
Financial assets at fair value through equity 6      28,415,907      21,134,102 
Financial assets at amortised cost 7      18,095,000      18,095,000 
Wakala bil istithmar 8    105,291,139    111,542,706 
Murabaha receivables 9      95,973,518    104,243,923 
Ijarah assets-ijarah muntahia bittamleek 10    252,211,378    264,997,859 
Diminishing musharaka 11    118,519,582      72,528,324 
Property and equipment 13        2,099,877        2,984,349 
Intangibles 14        1,607,953        1,534,555 
Deferred tax asset 27        2,866,939        2,866,939 
Other assets 15      11,471,804      11,472,299 

TOTAL ASSETS     718,833,345    682,811,847 

LIABILITIES, EQUITY OF UNRESTRICTED INVESTMENT ACCOUNTHOLDERS AND OWNERS’ EQUITY   

LIABILITIES    
Due to banks 16        3,850,000        6,160,000 
Customers’ current accounts       29,055,338      36,982,020 
Customers’ wakala bil istithmar     446,756,712    415,274,399 
Other liabilities 17      13,380,040      12,344,944 

TOTAL LIABILITIES     493,042,090    470,761,363 

EQUITY OF UNRESTRICTED INVESTMENT ACCOUNT HOLDERS 18    155,612,762    134,114,218 

OWNERS’ EQUITY    
Share capital 19    100,000,000    100,000,000 
Legal reserve 19           490,681           490,681 
Fair value reserve 19            37,564      (2,159,255)
Impairment reserve 12                     -        1,964,128 
Accumulated losses     (30,349,752)    (22,359,288)

TOTAL OWNERS’ EQUITY       70,178,493      77,936,266 

TOTAL LIABILITIES, EQUITY OF UNRESTRICTED     

INVESTMENT ACCOUNT HOLDERS AND OWNERS’ EQUITY     718,833,345    682,811,847 

NET ASSETS PER SHARE 20              0.070               0.078 

CONTINGENT LIABILITIES AND COMMITMENTS 21      45,928,466      50,803,814 
The financial statements were approved by the Board of Directors on 28 January 2020 and signed on their behalf by:

.....................................              ....................................
Chairman of the Board              Chief Executive Officer
The attached notes 110 to 157 form part of these Financial Statements. The independent auditors’ report is annexed on page 105.
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STATEMENT OF INCOME
For the year ended 31 December 2019
  2019 2018
 Notes RO RO
Income from financing and investing activities 22      34,023,576      30,842,634 
    
Return on equity of unrestricted investment accountholders before bank’s share as a Mudarib       (2,345,158)       (2,843,190)
Bank’s share as a Mudarib          1,019,274           974,977 
       (1,325,884)      (1,868,213)

BANK’S SHARE IN INCOME AS MUDARIB AND RAB UL MAAL       32,697,692       28,974,421 
    
Bank’s income from own investments 23        1,859,548         1,827,108 
Other income - net 24         2,516,672         2,781,810 
    
       37,073,912       33,583,339 
Profit on wakala bil Istithmar payable     (18,053,914)     (14,583,991)
NET OPERATING INCOME        19,019,998       18,999,348 
    
Staff expenses       (9,417,972)       (8,783,456)
Depreciation 13         (658,593)         (774,067)
Amortisation of intangibles 14         (374,759)         (470,516)
Other general and administrative expenses 25      (6,408,511)      (5,766,275)
    
TOTAL EXPENSES     (16,859,835)    (15,794,314)
    
PROFIT BEFORE PROVISION FOR IMPAIRMENT AND INCOME TAX         2,160,163         3,205,034 
    
Impairment losses 26    (12,114,755)         (819,371)
    
(LOSS)/PROFIT BEFORE TAX       (9,954,592)         2,385,663 
    
Income tax 27                       -         (378,540)
    
(LOSS)/PROFIT FOR THE YEAR       (9,954,592)        2,007,123 
    
(LOSS)/PROFIT PER SHARE 28             (0.010)               0.002 

The attached notes 110 to 157 form part of these Financial Statements. The independent auditors’ report is annexed on page 105.
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STATEMENT OF CASH FLOWS
For the year ended 31 December 2019
  2019 2018
 Notes RO RO
OPERATING ACTIVITIES    
(Loss)/Profit before tax       (9,954,592)        2,385,663 
Adjustments for:    
Depreciation 13           658,593           774,067 
Amortisation 14           374,759           470,516 
Impairment losses 26      12,114,755           819,371 

    
Operating profit before changes in operating assets and liabilities         3,193,515        4,449,617 

Net changes in operating assets and liabilities:    
Capital deposit with Central Bank of Oman 4                      -           (118,354)
Wakala bil Istithmar 8        2,918,399    (11,125,109)
Murabaha receivables 9        6,216,377    (20,956,640)
Ijarah assets-Ijarah muntahia bittamleek 10        9,296,384    (27,763,819)
Diminishing Musharaka 11    (48,788,687)    (33,983,061)
Other assets 15               3,470      (1,894,910)
Customers’ current accounts       (7,926,682)        9,677,211 
Customers’ wakala bil Istithmar       31,482,313      81,413,179 
Other liabilities 17           592,088        1,937,798 
Equity of unrestricted investment account holders 18      21,498,544      20,809,757 

    
Net cash generated from operating activities       18,485,721      22,445,669 
    
INVESTING ACTIVITIES    
Financial assets at fair value through equity - net 6      (5,084,986)      17,740,364 
Financial assets at amortised cost 7                      -      (18,095,000)
Purchase of property and equipment 13         (100,570)         (279,259)
Additions to intangibles 14         (121,708)         (119,068)
    
Net cash used in investing activities       (5,307,264)         (752,963)
    
Net increase in cash and cash equivalents       13,178,457      21,692,706 
    
Cash and cash equivalents at the beginning of the year       64,726,791      43,034,085 
    
Cash and cash equivalents at end of the year 29      77,905,248      64,726,791 

The attached notes 110 to 157 form part of these Financial Statements. The independent auditors’ report is annexed on page 105.
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STATEMENT OF CHANGES IN OWNERS’ EQUITY
For the year ended 31 December 2019
 Reserves 
 Share

capital
Legal

reserve
Fair value 

reserve
Impairment 

reserve
Accumulated 

losses
Total owners’ 

equity
 RO RO RO RO RO RO
Balance at 1 January 2019   100,000,000 490,681  (2,159,255)     1,964,128 (22,359,288)   77,936,266 
Transfer to reserve                  -                  -              -   (1,964,128)      1,964,128                  -
Loss for the year                  -                  -              -                -   (9,954,592)   (9,954,592)
Net change in fair value                     -                     -      2,196,819                    -                    -      2,196,819
       
Balance at 31 December 2019   100,000,000        490,681           37,564                    - (30,349,752)    70,178,493
       
Balance at 1 January 2018   100,000,000        289,969    (197,511)       266,884 (22,164,348)   78,194,994
Transfer to reserve                  -        200,712              -     1,697,244   (1,897,956)                  -
Reversal of fair value reserve on disposal of 
investments                -                -     162,037                -                  -           162,037
Realized loss on investments                  -                -              -                -     (304,107)      (304,107)
Profit for the year                  -                -              -                -      2,007,123      2,007,123 
Net change in fair value                    -                   -   (2,123,781)                    -                    -   (2,123,781)
Balance at 31 December 2018   100,000,000        490,681   (2,159,255)      1,964,128 (22,359,288)    77,936,266 

STATEMENT OF SOURCES AND USES OF CHARITY FUND
For the year ended 31 December 2019
 2019 2018
 RO RO
Sources of charity funds   
Undistributed charity funds as at 1 January            22,762            26,759 
Donation from customers due to late payment            54,351            46,966 
Forfeiture of non-shari’a compliant income              6,227            29,138 

Total sources of funds            83,340          102,863 

Uses of charity funds   

Philanthropic societies          (59,024)          (80,101)

Total uses of funds during the year          (59,024)          (80,101)

Undistributed charity funds as at 31 December            24,316            22,762 

The attached notes 110 to 157 form part of these Financial Statements. The independent auditors’ report is annexed on page 105.
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1. INCORPORATION AND PRINCIPAL ACTIVITIES
Alizz Islamic Bank SAOG (“the Bank”) is incorporated in the Sultanate of Oman (“Oman”), as a public joint stock company to carry out banking 
activities in accordance with the principles of Islamic Shari’a. The Central Bank of Oman (“CBO”) has issued an islamic banking license to the Bank 
on 5 September 2013 and the Bank commenced its operations on 30 September 2013. The Bank has ten branches as of 31 December 2019 (31 
December 2018: ten branches).
At 31 December 2019, the Bank had 304 employees (2018: 299 employees)
The Bank provides banking services which includes accepting customer deposits and providing financing through various Islamic instruments such as 
Murabaha, Wakala, Diminishing Musharka, Ijara and other products as defined in the Central Bank of Oman’s Islamic Banking Regulatory Framework. 
The Bank’s registered office is P.O.Box 753, PC 112 Ruwi, Muscat and its shares are listed on Muscat Securities Market.
The Bank is regulated by the CBO and its Shari’a Supervisory Board is entrusted to ensure the Bank’s adherence to Shari’a in carrying out its activities.
The Bank commenced commercial operations on 30 September 2013. The Bank’s minimum capital is below RO 100 million, which is a CBO 
requirement. The Bank has developed an appropriate strategy to comply with the minimum prescribed capital requirement and remains above the 
minimum capital adequacy ratio prescribed by CBO (refer note 31).

2. BASIS OF PREPARATION
2.1 Statement of compliance

In accordance with the requirements of Section 1.2 of Title 3 of the Islamic Banking Regulatory Framework (“IBRF”) issued by CBO, the 
financial statements have been prepared in accordance with Shari’a Rules and Principles as determined by the Shari’a Supervisory Board of 
the Bank and the Financial Accounting Standards (“FAS”) issued by the Accounting and Auditing Organisation for Islamic Financial Institutions 
(“AAOIFI”) and other applicable regulations of CBO (refer to note 31 for minimum capital requirements). In accordance with requirements 
of AAOIFI, matters that are not covered by FAS, the Bank uses guidance from the relevant International Financial Reporting Standards 
(“IFRS”). Accordingly the financial statements are prepared in accordance with FAS issued by AAOIFI, and is in compliance with the relevant 
requirements of the Commercial Companies Law of 1974, as amended and the Capital Market Authority. The significant accounting policies 
are set out in note 3 to the financial statements.
Statement of restricted investment accountholders, statement of Qard fund and Zakah are not presented as these are not applicable.

2.2 Basis of measurement
The financial statements are prepared under the historical cost convention except for financial assets which are classified as fair value through 
equity which have been measured at fair value.

2.3 Functional and presentation currency
The financial statements have been presented in Rial Omani and rounded to the nearest Rial Omani, which is the functional and presentation 
currency of the Bank. One Rial Omani is equivalent to one thousand Baizas.

2.4 Use of estimates and judgments
The preparation of financial statements requires management to make judgments, estimates and assumptions that affect the application of 
accounting policies and reported amounts of assets and liabilities, income and expenses. The estimates and assumptions are based on various 
factors including expectation of future events that are believed by the Bank to be reasonable under the circumstances. Actual results may 
differ from these estimates. The estimates and underlying assumptions are reviewed on ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimate is revised and in any future periods affected.  
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2. BASIS OF PREPARATION (continued)
2.4 Use of estimates and judgments (continued)

Significant items of financial statements where judgment is exercised are as follows:
i. Going concern

The Bank’s management has made an assessment of the Bank’s ability to continue as a going concern and is satisfied that the Bank 
has the resources to continue in business for the foreseeable future and will be able to comply with applicable regulatory requirements. 
Furthermore, management is not aware of any material uncertainties that may cast significant doubt upon the Bank’s ability to continue 
as a going concern. Therefore, the financial statements have been prepared on the going concern basis.

ii. Liquidity
The Bank manages its liquidity through consideration of the maturity profile of its assets, liabilities and investment accounts which is set 
out in the liquidity risk disclosures in note 31(ii). This requires judgment when determining the maturity of assets and liabilities with no 
specific maturities.

iii. Taxation
Uncertainties exist with respect to the interpretation of tax regulations and the amount and timing of future taxable income. Further the 
taxation rules for the Islamic banking are yet to be finalised by the Ministry of Finance. Given the wide range of business relationships and 
nature of existing contractual agreements, differences arising between the actual results and the assumptions made, or future changes 
to such assumptions, could necessitate future adjustments to tax income and expense already recorded. The Bank establishes provisions, 
based on reasonable estimates, for possible consequences of finalisation of tax assessments. The amount of such provision is based on 
various factors, such as experience of other banks and differing interpretations of tax regulations by the Bank and the responsible tax 
authority.
Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will be available against 
which the losses can be utilised. Significant management judgment is required to determine the amount of deferred tax assets that can be 
recognised, based upon the likely timing and level of future taxable profits together with future tax planning strategies.

iv. Depreciation and amortization
In making estimates of the depreciation/amortisation method, the management uses method which reflects the pattern in which economic 
benefits are expected to be consumed by the Bank. The method applied is reviewed at each financial year end and if there is a change in 
the expected pattern of consumption of the future economic benefits embodied in the assets, the method would be changed to reflect 
the change in pattern.

v. Financial asset Classification
Assessment of the business model within which the assets are held and assessment of whether the contractual terms of the financial asset 
are solely payments of principal and return on the principal amount outstanding.

vi. Measurement of the expected credit loss (ECL) allowance
The measurement of the expected credit loss allowance for financial assets measured at amortised cost and fair value through equity (FVTE) 
is an area that requires the use of complex models and significant assumptions about future economic conditions and credit behaviour (e.g 
the likelihood of customers defaulting and the resulting losses). Explanation of the inputs, assumptions and estimation techniques used in 
measuring ECL is further detailed in note 3.7, which also sets out key sensitivities of the ECL to changes in these elements.
A number of significant judgements are also required in applying the accounting requirements for measuring ECL, such as:
a. Determining criteria for significant increase in credit risk;
b. Choosing appropriate models and assumptions for measurement of ECL;
c. Establishing the number and relative weightings of forward looking scenarios for each type of product/market and the associated ECL;     
    and
d. Establishing groups of similar financial assets for the purposes of measuring ECL.
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3. SIGNIFICANT ACCCOUNTING POLICIES
These financial statements have been prepared using accounting policies, which are consistent with those used in the preparation of the annual 
financial statements for the year ended 31 December 2018 except for the adoption of new standards as set out in Note 3.30.

3.1 Cash and cash equivalents
Cash and cash equivalents as referred to in the statement of cash flows comprise cash in hand, balances with central bank (excluding 
mandatory reserves) and due from/to banks and financial institutions with an original maturity of ninety days or less.

3.2 Due from banks
Due from banks and financial institutions comprise current accounts and interbank Wakala bil Istithmar. Wakala bil Istithmar are stated at 
Wakala Capital plus accrued expected profit, less provision for impairment, if any.

3.3 Murabaha receivables
Murabaha receivables are stated net of deferred profits, any amounts written off and provision for impaired debts, if any.
Murabaha are sales on deferred payment terms. The Bank executes a murabaha transaction by buying a commodity (which represents the 
object of the murabaha) and then resells this commodity to the customer (beneficiary) after computing a margin of profit over cost. The sale 
price (cost plus the profit margin) is repaid in installments by the customer over the agreed period. Promise made in the murabaha by the 
purchase orderer is obligatory.

3.4 Investment in ijarah muntahia bittamleek
These are initially recorded at cost including initial direct costs. Ijarah muntahia bittamleek is a lease whereby the legal title of the leased asset 
passes to the lessee at the end of the ijarah (lease term), provided that all ijarah installments are settled.
Depreciation is calculated on Ijarah muntahia bittamleek assets at the rates calculated to write off the cost of each asset over its lease term 
in a systematic manner.
Ijarah income receivables represent outstanding rentals at the end of the year less any provision for doubtful amount. The ijarah income 
receivable is classified under Profit Receivable from Financing and Investing Activities.

3.5 Wakala bil Istithmar
An agreement whereby the principal provides a certain sum of money (Wakala Capital) to an agent, who invests it according to specific 
conditions in return for a certain fee. The arrangement may also include agreement on an expected profit rate for principal and incentive fee 
for Wakeel for performance beyond the agreed expected profit. The principal would be responsible to bear any loss of Wakala Capital unless it 
is due to the negligence of Wakala contractual terms on the part of Wakil. It is stated at cost less impairment, if any. The Bank accepts money 
from the customer on Wakala bil Isthithmar basis and also invests with other counterparties in accordance with the same arrangements.

3.6 Diminishing Musharaka
Diminishing Musharaka is a contract, based on Shirkat-ul-Milk, between the Bank and a customer for joint ownership of a fixed asset (e.g. 
house, land, plant or machinery). The Bank divides its share in the fixed asset into units and gradually transfers the ownership of these units to 
a customer through sale (at carrying value). The use of Bank’s share by the customer is based on the commitment of the customer to bear the 
cost of maintenance and takaful insurance for the bank’s share in the Musahraka asset. Diminishing Musharaka is stated initially at historical 
cost of consideration given, less any impairment.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.7 Financial Instruments

3.7.1 Classification and Measurement of financial instruments
The classification and measurement is based on the business model for managing the financial asset and contractual cash flow characteristics 
associated with it.
IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, fair value through equity (FVTE) 
and Fair value through profit and loss (FVTPL).
- On initial recognition, a financial asset is classified as measured at amortised cost, FVTE or FVTPL. A financial asset is measured at 

amortised cost if it meets both of the following conditions and is not designated as at FVTPL;
- The asset is held within business model whose objective is to hold assets to collect contractual cash flows: and
- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and profit 

on the principal amount outstanding.
- A debt type instruments e.g. Sukuk is measured at FVTE only if it meets both of the following conditions and is not designated as FVTPL;

 • The asset is held within business model whose objective is achieved by both collecting contractual cash flows and selling financial 
assets, and

 • The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and profit.
For an equity instrument that is not held for trading, the Bank has elected at initial recognition to irrevocably designate those instruments 
under FVTE. This election is made on a case to case basis. All other financial assets are classified as measured at FVTPL. Under this 
category, fair value changes are recognised in equity (FVTE) while dividends are recognised in profit or loss. On disposal of the investment 
the capital gain/loss is required to remain in OCI and is not transferred to profit or loss.
All other financial assets are classified as measured at FVTPL.
In addition, on initial recognition the Bank may irrevocably designate a financial asset that otherwise meets the requirements to be 
measured at amortised cost or at FVTE as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would 
otherwise arise.

Business model assessment
The Bank makes an assessment of the objective of a business model in which an asset is held at a portfolio level because this best reflects 
the way the business is managed and information is provided to management. The information considered includes:
- the stated policies and objectives for the portfolio and the operation of those policies in practice. In particular, whether management’s 

strategy focuses on earning contractual revenue, maintaining a particular profit rate profile, matching the duration of the financial 
assets to the duration of the liabilities that are funding those assets or realising cash flows through the sale of assets;

- the risks that affect the performance of the business model (and the financial assets held within that business model) and how those 
risks are managed;

- how managers of the business are compensated - e.g. whether compensation is based on the fair value of the assets managed or the 
contractual cash flows collected; and

- the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations about future sales activity. 
However, information about sales activity is not considered in isolation, but as part of an overall assessment of how the Bank’s stated 
objective for managing the financial assets is achieved and how cash flows are realised.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value basis are measured at FVTPL 
because they are neither held to collect contractual cash flows nor held both to collect contractual cash flows and to sell financial assets.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.7 Financial Instruments (continued)

3.7.1 Classification and Measurement of financial instruments (continued)
Reclassifications
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Bank changes its business model 
for managing financial assets.
Assessment whether contractual cash flows are solely payments of principal and profit
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial recognition. ‘Profit’ is defined as 
consideration for the credit risk associated with the principal amount outstanding during a particular period of time and for other basic 
financing risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin.
In assessing whether the contractual cash flows are solely payments of principal and profit, the Bank considers the contractual terms of 
the instrument. This includes assessing whether the financial asset contains a contractual term that could change the timing or amount 
of contractual cash flows such that it would not meet this condition.

Modifications of financial assets
If the cash flows of the modified asset carried at amortised cost are not substantially different, then the modification does not result in 
derecognition of the financial asset. In this case, the Bank recalculates the gross carrying amount of the financial asset and recognises 
the amount arising from adjusting the gross carrying amount as a modification gain or loss in profit or loss.

3.7.2 Impairment of Financial Instruments
The Bank recognises impairment provision for ECL on the following financial instruments that are not measured at FVTPL:
- financial assets that are debt-type instruments;
- financing receivables;
- financial guarantee contracts issued; and
- financing commitments issued.
No impairment loss is recognised on equity investments.
The Bank measures impairment provision at an amount equal to lifetime ECL, except for the following, for which they are measured as 
12-month ECL:
- debt investment securities that are determined to have low credit risk at the reporting date; and
- other financial instruments (other than lease receivables) on which credit risk has not increased significantly since their initial recognition
Impairment provision for lease receivables are always measured at an amount equal to lifetime ECL. The Bank considers a debt security 
to have low credit risk when their credit risk rating is equivalent to the globally understood definition of ‘investment grade’.
12-month ECL are the portion of ECL that result from default events on a financial instrument that are possible within the 12 months 
after the reporting date.

Measurement of ECL
IFRS 9 introduced an expected credit loss (ECL) impairment model which is applicable to all financial assets and certain off balance 
sheet commitments and guarantees. The ECL model results in a provision for credit losses being recorded on financial assets regardless 
of whether there has been an actual loss event. ECL reflects an unbiased, probability-weighted outcome as opposed to the single best 
estimate allowed under the previous approach. The probability-weighted outcome considers multiple scenarios based on reasonable and 
supportable forecasts.



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 

NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2019

115

3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.7 Financial Instruments (continued)

3.7.2 Impairment of Financial Instruments (continued)
Measurement of ECL (continued)
The Bank’s approach leveraged the existing regulatory capital models and processes for Bank’s financing portfolios that use the existing 
Internal Rating based and behavioral credit models. IFRS 9 considers the calculation of ECL by multiplying the Probability of default 
(PD), Loss Given Default (LGD) and Exposure at Default (EAD).
Impairment model uses a three stage approach based on the extent of credit deterioration since origination:
Stage 1: 12-month ECL applies to all financial assets that have not experienced a significant increase in credit risk (SICR) since 

origination and are not credit impaired. The ECL will be computed using a 12-month PD that represents the probability of 
default occurring over the next 12 months. For those assets with a remaining maturity of less than 12 months, a PD is used 
that corresponds to remaining maturity.

Stage 2: When a financial asset experiences a SICR subsequent to origination but is not credit impaired, it is considered to be in Stage 
2. This requires the computation of ECL based on lifetime PD that represents the probability of default occurring over the 
remaining estimated life of the financial asset.

Stage 3: Financial assets that have an objective evidence of impairment will be included in this stage. Similar to Stage 2, the provision 
for credit losses will continue to capture the lifetime expected credit losses.

The key inputs into the measurement of ECL are the term structure of the following variables:
- probability of default (PD);
- loss given default (LGD);
- exposure at default (EAD)
These parameters are generally derived from internally developed statistical models and other historical data. They are adjusted to reflect 
forward-looking information.

Details of these statistical parameters/inputs are as follows:
- PD – The probability of default is an estimate of the likelihood of default over a given time horizon.
- EAD – The exposure at default is an estimate of the exposure at a future default date, taking into account expected changes in the 

exposure after the reporting date.
- LGD – The loss given default is an estimate of the loss arising in the case where a default occurs at a given time. It is based on the 

difference between the contractual cash flows due and those that the lender would expect to receive, including from the realization 
of any collateral. It is usually expressed as a percentage of the EAD.

Assessment of Significant Increase in Credit Risk
The expected credit loss model requires the recognition of credit losses based on 12 months of expected losses for performing financing 
and the recognition of lifetime expected losses on financing that have experienced a significant increase in credit risk since origination. 
The determination of a significant increase in credit risk takes into account of many different macro-economic factors and will vary 
by product and risk segment. The main factors considered in making this determination are relative changes in probability-weighted 
probability of default since origination and certain criteria such as 30 day past due and watch list status. The assessment of a significant 
increase in credit risk will require experienced credit judgement.The Bank also considers qualitative factors as per the CBO guidelines 
[BM 114, para 12(d)] for assessing the significant increase in credit risk to corporate customers with limit of OMR 500,000 or more.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.7 Financial Instruments (continued)

3.7.2 Impairment of Financial Instruments (continued)
Macroeconomic factors
In its models, the Bank relies on a broad range of forward looking information as economic inputs, such as: GDP growth, unemployment 
rates and oil prices. The inputs and models used for calculating expected credit losses may not always capture all characteristics of the 
market at the date of the financial statements. To reflect this, qualitative adjustments or overlays are made as temporary adjustments 
using expert credit judgement.

Forward Looking Information (FLI) and Multiple Scenarios
The Bank’s ECL provision methodology, requires the Bank to use its experienced credit judgement to incorporate the estimated impact 
of factors not captured in the modelled ECL results, in all reporting periods.

Presentation of provision for ECL in the statement of financial position
Impairment provision for ECL are presented in the statement of financial position as follows:
- financial assets measured at amortised cost: as a deduction from the gross carrying amount of the assets;
- financing commitments and financial guarantee contracts: generally, as a provision;
- where a financial instrument includes both a drawn and an undrawn component, and the Bank cannot identify the ECL on the financing 

commitment component separately from those on the drawn component: the Bank presents a combined impairment provision for 
both components. The combined amount is presented as a deduction from the gross carrying amount of the drawn component. Any 
excess of the impairment over the gross amount of the drawn component is presented as a provision; and

- debt instruments measured at FVTE: impairment loss has been recognised in the statement of financial position and the same is 
disclosed and is recognised in the fair value reserve.

Expected Life
When measuring ECL, the Bank considers the maximum contractual period over which the Bank is exposed to credit risk. All contractual 
terms considered in determination of the expected life, including prepayment options and extension and rollover options. For certain 
revolving credit facilities that do not have a fixed maturity, the expected life is estimated based on the period over which the Bank is 
exposed to credit risk and where the credit losses would not be mitigated by management actions.

Definition of Default and Write-off
The Bank considers a financial asset to be in default when:
- The customer is unlikely to pay its credit obligations to the Bank in full, without recourse by the Bank to actions such as realising 

security (if any is held); or
- The customer is past due more than 90 days on any material credit obligation to the Bank.
- In assessing whether a customer is in default, the Bank considers indicators that are:
- qualitative - e.g. breaches of covenant;
- quantitative - e.g. overdue status and non-payment on another obligation of the same issuer to the Bank; and
- based on data developed internally and obtained from external sources.
‘Inputs into the assessment of whether a financial instrument is in default and their significance may vary over time to reflect changes 
in circumstances.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.8 Other Financial Assets and Liabilities

3.8.1 Recognition and initial measurement
The Bank initially recognises due from banks, financing assets, customer current accounts, due to banks, and financing liabilities on the 
date at which they are originated. All other financial assets and liabilities are initially recognised on the trade date at which the Bank 
becomes a party to the contractual provisions of the instrument.
A financial asset or financial liability is measured initially at fair value plus, for an item not at fair value through income statement, 
transaction costs that are directly attributable to its acquisition or issue.

3.8.2 De-recognition of financial assets and financial liabilities
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised when:
- the right to receive cash flows from the asset has expired;
- the Bank retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without material 

delay to a third party under a ‘pass through’ arrangement; or
- the Bank has transferred its rights to receive cash flows from the asset and either (a) has transferred substantially all the risks and 

rewards of the asset, or (b) has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred 
control of the asset.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or expires.

3.8.3 Offsetting
Financial assets and liabilities are offset only when there is a legal and Shari’a enforceable right to set off the recognised amounts and 
the Bank intends to either settle on a net basis, or to realise the asset and settle the liability simultaneously.

3.9 Property and equipment
3.9.1 Recognition and measurement

Property and equipment are measured at cost less accumulated depreciation and impairment losses.
Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets includes the 
cost of materials and direct labour, any other costs directly attributable to bringing the assets to a working condition for their intended 
use, the costs of dismantling and removing the assets and restoring the site on which they are located and capitalised financing costs. 
When parts of an item of property and equipment have different useful lives, they are accounted for as separate items (major components).
The gain or loss on disposal of an item of property and equipment is determined by comparing the proceeds from disposal with the 
carrying amount of the item of property and equipment, and is recognised in other income/other expenses in statement of income.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.9  Property and equipment (continued)

3.9.2 Subsequent costs
The cost of replacing a component of property and equipment is recognised in the carrying amount of the item if it is probable that the 
future economic benefits embodied within the part will flow to the Bank and its cost can be measured reliably. The carrying amount 
of the replaced part is derecognised. The costs of the day-to-day servicing of property and equipment are recognised in statement 
of income as incurred.
Depreciation is recognised in statement of income on a straight-line basis over the estimated useful lives of each part of an item of 
property and equipment since this closely reflects the expected pattern of consumption of the future economic benefits embodied in 
the asset and is based on cost of the asset less its estimated residual value.
The estimated useful lives are as follows:
Computer hardware               5-10 years
Leasehold improvements       10 years
Furniture and fixture               5 years 
Useful lives and residual values are reassessed at each reporting date and adjusted prospectively, if appropriate.
Item of property and equipment is derecognised when disposed off, replaced or when no future economic benefits are expected from 
its use.

3.10 Intangible assets
Intangible assets (computer software) are amortised over their estimated useful life of 5-10 years, and carried net of accumulated amortisation 
and impairment losses. For intangible assets with indefinite useful life, impairment in value is reviewed at the reporting date and any 
impairment in their value is recorded in statement of income.

3.11 Due to banks and financial institutions
Due to banks and financial institutions comprise of Wakala bil Istithmar. Wakala bil Istithmar are initially recognised at principle, being the fair 
value of consideration received plus expected accrued profit. Subsequently, they are at carrying value.

3.12 Equity of unrestricted investment accountholders
Equity of investment account holders are funds held by the Bank in unrestricted investment accounts, which it can invest at its own discretion. 
Equity of unrestricted investment accountholders comprises of deposits obtained on the basis of mudaraba and includes accrued profit, profit 
equalisation reserve and investment risk reserve. The investment account holder authorises the Bank to invest the account holders’ funds in 
a manner which the Bank deems appropriate without laying down any restrictions as to where, how and for what purpose the funds should 
be invested. Equity of unrestricted investment accountholders is invested through islamic financing contracts and the income attributable to 
customers is allocated to investment accounts after setting aside provisions, reserves (Profit equalization reserve and Investment risk reserve) 
and deducting the Bank’s share of income as a Mudarib. The allocation of income is determined by the management of the Bank within the 
allowed profit sharing ratio as per the terms and conditions of the investment accounts. Administrative expenses incurred in connection with 
the management of the funds are borne directly by the Bank and are not charged separately to investment accounts. Investment accounts are 
carried at their book values and include amounts retained towards profit equalisation and investment risk reserves, if any. Profit equalisation 
reserve is the amount appropriated by the Bank out of the Mudaraba income, before allocating the Mudarib share, in order to maintain a 
certain level of return to the deposit holders on the investments. Investment risk reserve is the amount appropriated by the Bank out of 
the income of investment account holders, after allocating the Mudarib share, in order to cater against future losses for investment account 
holders. Creation of any of these reserves results in an increase in the liability towards the pool of unrestricted investment accounts.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.13 Impairment of non-financial assets

The carrying amounts of the Bank’s non-financial assets, other than deferred tax assets (where applicable) are reviewed at each reporting date 
to determine whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated. 
For goodwill and intangible assets that have indefinite useful lives or that are not yet available for use, the recoverable amount is estimated 
each year at the same time. An impairment loss is recognised if the carrying amount of an asset or its Cash Generating Unit (“CGU”) exceeds 
its estimated recoverable amount.
The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of 
the time value of money and the risks specific to the asset or CGU.
For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest group of assets that 
generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or CGU. Subject to an operating 
segment ceiling test, for the purposes of goodwill impairment testing, CGUs to which goodwill has been allocated are aggregated so that 
the level at which impairment testing is performed reflects the lowest level at which goodwill is monitored for internal reporting purposes. 
Goodwill acquired in a business combination is allocated to group of CGUs that are expected to benefit from the synergies of the combination.
The Bank’s corporate assets do not generate separate cash inflows and are utilised by more than one CGU. Corporate assets are allocated 
to CGUs on a reasonable and consistent basis and tested for impairment as part of the testing of the CGU to which the corporate asset is 
allocated.
Impairment losses are recognised in statement of income. Impairment losses recognised in respect of CGUs are allocated first to reduce the 
carrying amount of any goodwill allocated to the CGU (group of CGUs) and then to reduce the carrying amount of the other assets in the 
CGU (group of CGUs) on a pro rata basis.
An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in prior periods are assessed 
at each reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a 
change in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying 
amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss 
had been recognised.

3.14 Revenue recognition
Profit on amounts due from banks and financial institutions
Profit on amounts due from banks and financial institutions is recognised on a time apportioned basis over the period of the contract based 
on the Wakala Capital outstanding and the expected profit agreed with counterparties.
Murabaha receivables
Profit on murabaha receivables is recognised when the income is both contractually determinable and quantifiable at the commencement 
of the transaction. Such income is recognised by proportionately allocating the attributable profits over the deferred period whereby each 
financial period carries its portion of profits irrespective of when cash is received. Income related to non performing financing installments that 
are above 90 days is excluded from the statement of income from the day they become overdue.
Ijarah muntahia bittamleek
Ijarah income is recognised on a time apportioned basis over the Ijarah term and is stated net of depreciation and impairment. In case of 
Forward Ijarah advance rental (profit) during the construction period will be accounted for on a time-apportioned basis over the construction 
period on account of rentals. These profit amounts are received either during the construction period as advance rental payment or with the 
first rental payment after the commencement of the lease. Income related to non performing ijarah muntahia bittamleek accounts and ijarah 
installments that are above 90 days is excluded from the statement of income from the day they become overdue.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.14 Revenue recognition (continued)

Wakala bil Istithmar
Income from Wakala bil Istithmar placements is recognised on a time apportioned basis so as to yield a expected rate of return based on the 
wakala capital.
Bank’s share of income from equity of unrestricted investment accountholders (as Rabalmal and Mudarib)
Income is allocated proportionately between equity of unrestricted investment accountholders and shareholders on the basis of their respective 
investment in the pool before allocation of the mudarib share of profit. The Bank’s share as a mudarib for managing the equity of unrestricted 
investment accountholders is accrued based on the terms and conditions of the related mudaraba agreements.
Diminishing Musharaka
Income from Diminishing Musharaka is recognised when Bank’s right to receive payment is established once the bank sells its shares of the 
Musharaka asset to the customer. Income related to non-performing customers is excluded from statement of income.
Fees and commission income
Fees and commission income including structuring fees is recognised upon rendering of services.
Dividends
Dividends are recognised when the right to receive payment is established.
Income from investments
Income from investments is recognised when earned.

3.15 Expected profit on Wakala bil Istithmar (banks and non banks)
Expected profit on these is accrued on a time-apportioned basis over the period of the contract based on the wakala capital.

3.16 Taxation
Tax expense comprises current and deferred tax. Taxation is provided in accordance with the Omani fiscal regulations relating to banks.
Current 
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting 
date and any adjustments to tax payable in respect of previous years. Income tax is recognised in the statement of income except to the 
extent that it relates to items recognised directly in equity, in which case it is recognised in equity.

Deferred
Deferred tax assets or liabilities are calculated using the balance sheet method, providing for temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax 
provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted 
or substantially enacted at the reporting date.
The carrying amount of deferred income tax assets/liabilities is reviewed at each reporting date and reduced to the extent that it is no longer 
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.17 Fair values of financial assets

Fair value is determined for each financial asset individually in accordance with the valuation policies set out below:
i. For quoted investments that are traded in the active market, fair value is determined by reference to the quoted market bid prices prevailing 

on the reporting date.
ii. For unquoted investments, fair value is determined by reference to recent significant buy or sell transactions with third parties that are either 

completed or are in progress. Where no recent significant transactions have been completed or are in progress, fair value is determined by 
reference to the current market value of similar investments. For others, the fair value is based on the net present value of estimated future 
cash flows, or other relevant valuation methods.

iii. For investments that have fixed or determinable cash flows, fair value is based on the net present value of estimated future cash flows 
determined by the Bank using current profit rates for investments with similar terms and risk characteristics.

iv. Investments which cannot be remeasured to fair value using any of the above techniques are carried at cost, less provision for impairment.

3.18 Provisions
Provisions are recognised when the Bank has a present obligation (legal or constructive) arising from a past event and it is probable that an 
outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount 
of obligation.

3.19 Earnings prohibited by Shari’a
The Bank is committed to avoid recognising any income generated from non- Shari’a compliant sources. Accordingly, income from non- 
Shari’a compliant sources is credited to a charity fund where the Bank uses these funds for social welfare activities upon approval of Shari’a 
Supervisory Board.

3.20 Foreign currencies
Transactions in foreign currencies are translated into Rial Omani at exchange rates ruling at the value dates of the transactions. Monetary 
assets and liabilities denominated in foreign currencies are translated into Rial Omani at exchange rates ruling at the reporting date. The 
foreign currency gain or loss on monetary items is the difference between amortised costs in the Rial Omani at the beginning of the period, 
adjusted for effective profit and payments during the period and the amortised costs in foreign currency translated at the exchange rate at the 
end of the period. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end 
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the statement of income.
Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are translated to Rial Omani at the 
exchange rate at the date that the fair value was determined. Translation differences on non-monetary financial assets and liabilities such 
as Equity-type instruments at fair value through statement of income are recognised in profit or loss as part of the fair value gain or loss. 
Translation differences on non-monetary financial assets, such as Equity-type instruments at fair value through equity are included in 
statement of changes in equity.

3.21 Earnings per share (EPS)
The Bank presents basic and diluted earnings per share data for its ordinary shares. Basic EPS is calculated by dividing the profit or loss 
attributable to owners of the Bank by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is 
determined by adjusting the profit or loss attributable to owners and the weighted average number of ordinary shares outstanding for the 
effects of all dilutive potential ordinary shares.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.22 Employee benefits  

End of service benefits are accrued with the terms of employment of the Bank’s employees at the reporting date, having regard to the 
requirements of the Omani Labour Law 2003 as amended. Employees’ entitlements to annual leave and leave passage are recognised when 
they accrue to employees and an accrual is made for the estimated liability arising as a result of such services upto the reporting date. These 
accruals are recorded in other liabilities.

3.23 Joint and self financed
Investments, financing and receivables that are jointly owned by the Bank, the equity of unrestricted investment accountholders and wakala 
customers are classified under the caption “jointly financed” in the financial statements. Investments, financing and receivables that are 
financed solely by the Bank are classified under “self financed”.

3.24 Profit distribution on investment accountholders
The Bank abides by the following profit distribution methodology for distributing its profits to Investment account holders (IAH). Total income 
from Islamic financing and placement activities in respect of the common pool is calculated using the accounting practices in accordance with 
the Shari’a standards as well as the Accounting Standards published by Accounting and Auditing Organization for Islamic Financial Institutions 
(AAOIFI). The net profit of the pool is calculated as income from financing, investments & placements less collective and specific provisions. 
Net income of the Mudaraba pool is allocated between Shareholders and IAH according to their respective contribution of their investments 
in the Mudaraba pool. All administrative and general expense (including staff expenses) are borne solely by the shareholders from the date 
of commencement of the Bank’s operation. Fees and charges pertaining to letters of credit, letters of guarantee, general banking and allied 
services are Bank’s income and such income is not included in the common pool. Allocation of profit between shareholders and IAH is set at 
60:40, however Bank at its discretion lowers percentage of Mudarib share to enhance the share of profit of investment holders in the form of 
hiba. Depreciation expenses relating to the fixed assets owned by the Bank shall not be charged to any of the above mentioned pool and shall 
be charged to the shareholders. Undesired income relating to the Shari’a repugnant transactions shall be deducted from their respective pool.

3.25 Zakah
Zakah is calculated using the net assets method. The Bank will calculate the “Zakah base” based on audited financial statements and after 
approval from Shari’a Supervisory Board, notify the Shareholders of their pro-rata share of the Zakah payable annually. Payment of Zakah on 
the Investment Accounts and other Accounts (Depositis) is the responsibility of the Account Holders.

3.26 Shari’a Supervisory Board
The Bank’s business activities are subject to the supervision of a Shari’a supervisory board consisting of members appointed by the general 
assembly of shareholders.

3.27 Directors’ remuneration
The Board of Directors’ remuneration is accrued within the limits specified by the Capital Market Authority and the requirements of the 
Commercial Companies Law 1974 of the Sultanate of Oman, as amended.

3.28 Dividend on ordinary shares
Dividend on ordinary shares is recognised as liability and deducted from equity in the period when it is approved by the Bank’s shareholders. 
Interim dividend is deducted from equity when they are paid.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.29 Segment reporting

An operating segment is the component of the Bank that engages in business activities from which it may earn revenues and incur expenses 
including revenue and expenses that relate to transactions with any of the Bank’s other components whose operating results are reviewed 
regularly by the management to make decisions about the resources allocated to each segment and assesses its performance and for which 
discrete financial information is available. The Bank’s primary format for reporting segmental information is business segment, based upon 
management internal reporting structure. The Bank’s main business segments comprise of retail, corporate and treasury.

3.30 New and amended standards and interpretations that are effective during the year
FAS 28 Murabaha and other deferred payments sales
The bank has adopted FAS 28 Murabaha and other deferred payments sales. The objective of this standard is to prescribe the appropriate 
accounting and reporting principles for recognition, measurement and disclosures to apply in relation to Murabaha and other deferred payment 
sales transactions for the sellers and buyers, for such transactions. This standard applies to accounting for Murabaha and other deferred 
payment sales transaction carried out under Shari’a principles, excluding Tawarruq and commodity Murabaha transactions. 
The bank has assessed the impact of FAS 28 and concluded that the application of this standard does not have any material impact on Bank’s 
financial statements.

3.31 New and amended standards and interpretations that are not yet effective
FAS 30 Impairment and credit losses
This standard aims at setting out the accounting rules and principles for impairment and credit losses, covering current and expected losses, in 
line with global best practices, taking into account the ever-changing requirements and the genuine requirements of Islamic finance industry 
across the globe. It also sets out classification of assets and exposures in view of the credit risk and other risks involved.
The idea is to apply the forward looking approach in line with other standards setters for the assets and instruments that are financial 
instruments from shari’a perspective and to define globally acceptable impairment and write down and provisioning approaches for other 
assets and exposures, without compromising on shari’a. It further covers the situations where onerous commitments exist which mandate a 
provision for anticipated losses on the same. This standard shall be effective for financial periods beginning on or after 01 January, 2020 early 
adoption is permitted.

FAS 31 Investment agency
This standard sets out that the primary consideration for an investment agency transaction is determination of a principal-agent relationship. 
Such a relationship does not entail transfer of the ownership right and incidental risks and rewards to the agent, hence such transaction shall 
be kept for the agent. On the contrary, the principal shall account for the assets or investment in assets in its books (i.e. On balance sheet). 
This standard intends to define the accounting principles and reporting requirements for investment agency (Al Wakala Bi Al-Istithmar) 
transaction and instruments to be in line with the ever-changing global best practices, in the hands of both the principal and agent.
This standard shall be effective for financial periods beginning on or after 01 January, 2020 early adoption is permitted.

FAS 35 Risk reserves
This standard provides principle based guidance on maintaining reserves, including the approach for utilising reserves. It also requires IFIs to 
disclose in financial statements the basis for determining the transfers in and out of reserves, threshold for specific reserves and the use of 
specific reserve. It also provides guidance for assessment and accounting for various risks involved, and recognize the need for varying levels of 
reserves in line with the dynamism of risks across the financial calendar. It also creates a link between the allowances for impairment, credit 
losses and onerous commitments against the reserves to be maintained for the participating stakeholders. This standard shall be effective for 
financial periods beginning on or after 01 January, 2021 early adoption is permitted.
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3. SIGNIFICANT ACCCOUNTING POLICIES (continued)
3.31 New and amended standards and interpretations that are not yet effective (continued)

FAS 33 Investments in Sukuk, Shares and Similar Instruments
This standard was issued on 31 December 2018. FAS 33 (which supersedes earlier FAS 25) sets out the improved principles for classification, 
recognition, measurement, presentation and disclosure of investment in Sukuk, shares and other similar instruments of investments made by 
Islamic financial institutions (IFIs/the institutions), in line with Shari’a principles. It defines the key types of instruments of Shari’a compliant 
investments and defines the primary accounting treatments commensurate to the characteristics and business model of the institution under 
which the investments are made, managed and held. The standard will be effective from the financial periods beginning on or after 1 January 
2020 with earlier adoption being permitted.

FAS 34 Financial Reporting for Sukuk-holders
The standard was issued on 31 December 2018. FAS 34 aims to establish the principles of accounting and financial reporting for assets and 
businesses underlying the Sukuk to ensure transparent and fair reporting to all relevant stakeholders, particularly including Sukuk-holders. The 
standard will be effective from the financial periods beginning on or after 1 January 2020 with earlier adoption being permitted.
The Bank is currently evaluating the impact of these standards on the financial statements.

4. CASH AND BALANCES WITH CENTRAL BANK OF OMAN
2019 2018

RO RO
Cash in hand        6,080,949        5,420,670 
Balances with CBO

Current account     69,595,340      56,020,029 
Capital deposit with Central Bank of Oman (note 4.1)           500,000           500,000 
Other deposit with Central Bank of Oman              25000              25000

     70,120,340      56,545,029 
     76,201,289      61,965,699 

4.1 The Capital deposit with the CBO is a mandatory deposit and cannot be withdrawn without its approval and 
accordingly is not available for use in day to day operations of the Bank.
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5. DUE FROM BANKS
2019 2018

RO RO
Current accounts - Foreign banks         3,020,136         9,446,999 
Inter bank wakala bil Istithmar

Local banks - -
Foreign banks         3,080,000                       -

        3,080,000 -
Less: Impairment loss           (21,177)                (907)

        6,078,959         9,446,092 

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH EQUITY
2019 2018

Jointly Financed Total Jointly Financed Total
RO RO RO RO

Quoted investments classified as fair value through equity
Regional listed sukuks (Cost: RO 28,163,805
31 December 2018: RO 21,163,647)       28,314,724        28,314,724 19,740,344      19,740,344 

Regional listed equities (Cost: RO 224,596,
31 December 2018: RO 224,596)       111,082 111,082    140,338    140,338 

Regional Unlisted Fund (Cost: Nil
31 December 2018: RO 1,289,750) - - 1,262,863 1,262,863 

Less: Impairment loss              (9,899)             (9,899)              (9,443)              (9,443)
       28,415,907       28,415,907       21,134,102        21,134,102 

7. FINANCIAL ASSETS AT AMORTISED COST
2019 2018

Jointly Financed Total Jointly Financed Total
RO RO RO RO

Quoted investments classified as amortised cost
Regional listed sukuks         18,095,000           18,095,000         18,095,000       18,095,000

        18,095,000           18,095,000         18,095,000       18,095,000

7.1 The Bank did not identify any material impairment loss against financial assets at amortised cost as at 31 
December 2019.
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8. WAKALA BIL ISTITHMAR
2019 2018

Jointly Financed Total Jointly Financed Total
RO RO RO RO

Wakala bil Istithmar   109,552,672   109,552,672 112,471,071 112,471,071 
Less: Impairment loss        (4,261,533)          (4,261,533)           (928,365)         (928,365)

      105,291,139        105,291,139      111,542,706     111,542,706 

9. MURABAHA RECEIVABLES
2019 2018

Jointly Financed Total Jointly Financed Total
RO RO RO RO

Murabaha receivables       111,200,857     111,200,857   120,924,166 120,924,166 
Less: Deferred profit  (11,682,448)   (11,682,448) (15,189,380) (15,189,380)
Less: Impairment loss        (3,544,891)          (3,544,891)         (1,490,863)       (1,490,863)
Net murabaha receivables         95,973,518          95,973,518       104,243,923     104,243,923

9.1 Movement of Murabaha deferred profit
2019 2018

RO RO
Deferred profit at the beginning of the period 15,189,380       14,906,704 
Murabaha sales during the period       38,164,761      56,041,429 
Murabaha cost of sales (35,597,127)   (49,844,110)
Deferred profit recognized during the period (5,838,652)   (5,884,124)
Deferred profit suspended during the period         (235,914)           (30,519)
Deferred profit at the end of the period      11,682,448      15,189,380 
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10. IJARAH ASSETS-IJARAH MUNTAHIA BITTAMLEEK
2019 2018

Jointly Financed Total Jointly Financed Total
RO RO RO RO

Building
Cost:
At beginning of the year       344,146,374 344,146,374 290,126,997 290,126,997 
Additions 18,565,492 18,565,492 64,859,377 64,859,377
Disposal       (10,685,943)         (10,685,943)       (10,840,000)     (10,840,000)
At the end of the year       352,025,923         352,025,923        344,146,374     344,146,374

Depreciation:
At beginning of the year 75,460,370 75,460,370 53,853,327 53,853,327
Charge for the year 28,026,806 28,026,806 32,447,043 32,447,043
Disposal       (10,685,943)        (10,685,943)       (10,840,000)     (10,840,000)
At the end of the year         92,801,233           92,801,233         75,460,370       75,460,370

Impairment loss:
At the end of the year           7,177,625             7,177,625            3,689,186         3,689,186

Net book value       252,047,065         252,047,065        264,996,818     264,996,818

Plant and machinery
Cost:
At beginning of the year 6,430,000 6,430,000 12,263,333 12,263,333
Additions 1,129,275 1,129,275 - -
Disposal                          -                           -         (5,833,333)       (5,833,333)
At the end of the year            7,559,275             7,559,275           6,430,000         6,430,000

Depreciation:
At beginning of the year 6,428,959 6,428,959 7,625,209 7,625,209
Charge for the year 964,344 964,344 4,637,083 4,637,083
Disposal                          -                           -         (5,833,333)       (5,833,333)
At the end of the year            7,393,303             7,393,303            6,428,959         6,428,959

Impairment loss:
Provided/(Released) during the year
At the end of the year                   1,659                    1,659                         -                       -

Net book value               164,313                164,313                  1,041                1,041

Total
Cost 359,585,198 359,585,198 350,576,374 350,576,374
Less: Accumulated depreciation (100,194,536) (100,194,536) (81,889,329) (81,889,329)
Less: Impairment loss         (7,179,284)           (7,179,284)         (3,689,186)       (3,689,186)
Net book value       252,211,378         252,211,378       264,997,859     264,997,859
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11. DIMINISHING MUSHARAKA
2019 2018

Jointly Financed Total Jointly Financed Total
RO RO RO RO

Diminishing musharaka 121,900,123 121,900,123 73,111,436 73,111,436
Less: Impairment loss        (3,380,541)          (3,380,541)            (583,112)         (583,112)

      118,519,582        118,519,582         72,528,324       72,528,324
 

12. FINANCING RECEIVABLES
In accordance with CBO circular BM 1149 Banks should continue to maintain and update the risk classification (i.e. standard, special mention, 
substandard, etc.) of accounts as per the extant CBO norms, including those on restructuring of accounts for regulatory reporting purposes.

12.1 Comparison of provision held as per IFRS 9 and required as per CBO norms
Disclosure requirements containing the risk classification-wise gross and net amount outstanding, provision required as per CBO norms, 
allowance made as per IFRS 9, profit recognised as per IFRS 9 and reserve profit required as per CBO are given below based on CBO 
circular BM 1149.
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12. FINANCING RECEIVABLES (continued)
12.1 Comparison of provision held as per IFRS 9 and required as per CBO norms (continued)

Asset Classification 
as per CBO Norms

Asset 
Classification 
as per IFRS 9

Gross  
Amount

Provision 
required 

as per CBO 
Norms

Provision 
held as per 

IFRS 9

Difference 
between CBO 

provision 
required and 

provision held
Net Amount as 

per CBO norms*
Net Amount 

as per IFRS 9

Profit 
recognised 
in P&L as 

per IFRS 9

Reserve 
profit as 
per CBO 

norms
RO RO RO RO RO RO RO RO

(1) (2) (3) (4) (5) (6) = (4)-(5) (7)=(3)-(4)-(10) (8)=(3)-(5) (9) (10)

Standard
Stage 1 479,130,969 5,761,114 1,744,745 4,016,369 473,369,855 477,386,224 - -
Stage 2 60,175,560 676,614 3,343,228 (2,666,614) 59,496,268 56,832,332 - 2,678
Stage 3          11,060              124           4,977               (4,853)               10,936             6,083               -             -

Subtotal 539,317,589    6,437,852    5,092,950          1,344,902      532,877,059  534,224,639               -      2,678

Special Mention
Stage 1 1,490,093 16,755 35,066 (18,311) 1,473,338 1,455,027 - -
Stage 2 38,200,160 784,314 5,034,437 (4,250,123) 37,415,846 33,165,723 - - 
Stage 3        485,636           5,460       218,721           (213,261)             480,176         266,915               -             -

Subtotal   40,175,889       806,529    5,288,224        (4,481,695)        39,369,360    34,887,665               -             -

Substandard
Stage 1 - - - - - - - -
Stage 2 - - - - - - - - 
Stage 3     4,032,687       961,866    1,826,721           (864,855)          2,841,793      2,205,966               -  229,028

Subtotal     4,032,687       961,866    1,826,721           (864,855)          2,841,793      2,205,966               -  229,028

Doubtful
Stage 1 - - - - - - - -
Stage 2 - - - - - - - - 
Stage 3     6,846,245    3,339,699    5,149,039        (1,809,340)          3,139,270      1,697,206               -  367,276

Subtotal     6,846,245    3,339,699    5,149,039        (1,809,340)          3,139,270      1,697,206               -  367,276

Loss
Stage 1 - - - - - - - -
Stage 2 - - - - - - - - 
Stage 3     2,141,881       994,574    1,048,438             (53,864)             912,878      1,093,443               -  234,429

Subtotal     2,141,881       994,574    1,048,438             (53,864)             912,878      1,093,443               -  234,429
Other items not 
covered under 
CBO circular BM 
977 and related 
instructions

Stage 1 104,191,253 - 71,380 (71,380) 104,191,253 104,119,873 - -

Stage 2 2,110,187 - 433,130 (433,130) 2,110,187 1,677,057 - -

Stage 3        315,570                  -       142,007           (142,007)             315,570         173,563               -             -
Subtotal 106,617,010                  -       646,517           (646,517)      106,617,010  105,970,493               -             -

Total
Stage 1 584,812,315 5,777,869 1,851,191 3,926,678 579,034,446 582,961,124 - -
Stage 2 100,485,907 1,460,928 8,810,795 (7,349,867) 99,022,301 91,675,112 - 2,678
Stage 3   13,833,079    5,301,723    8,389,903        (3,088,180)          7,700,623      5,443,176               -  830,733

Total 699,131,301  12,540,520  19,051,889        (6,511,369)      685,757,370  680,079,412               -  833,411

Other items disclosed above include exposure outstanding and respective provisions held against due from banks, investments and other assets.
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12. FINANCING RECEIVABLES (continued)
12.2 Restructured financing

Asset 
Classification as 
per CBO Norms

Asset 
Classification 
as per IFRS 9

Gross  
carrying 
Amount

Provision 
required 

as per CBO 
Norms

Provision 
held as per 

IFRS 9

Difference 
between CBO 

provision required 
and provision held

Net carrying 
Amount as per 

CBO norms*

Net carrying 
Amount as 
per IFRS 9

Profit 
recognised 
in P&L as 

per IFRS 9

Reserve 
profit as 
per CBO 

norms
RO RO RO RO RO RO RO RO

(1) (2) (3) (4) (5) (6) = (4)-(5) (7)=(3)-(4)-(10) (8)=(3)-(5) (9) (10)

Classified as 
performing

Stage 1 1,458,824 16,403 34,506 (18,103) 1,442,421 1,424,318 - -
Stage 2 26,417,142 784,314 4,690,724 (3,906,410) 25,632,828 21,726,418 - -
Stage 3                  -                 -                 -                         -                         -                   -              -            -

Subtotal  27,875,966      800,717   4,725,230         (3,924,513)         27,075,249  23,150,736              -            -
Other items not 
covered under 
CBO circular BM 
977 and related 
instructions

Stage 1 - - - - - - - -

Stage 2 - - - - - - - -

Stage 3       375,835        93,959      173,455              (79,496)              272,256        202,380              -     9,620

Subtotal       375,835        93,959      173,455              (79,496)              272,256        202,380              -     9,620

Total
Stage 1 1,458,824 16,403 34,506 (18,103) 1,442,421 1,424,318 - -
Stage 2 26,417,142 784,314 4,690,724 (3,906,410) 25,632,828 21,726,418 - -
Stage 3       375,835        93,959      173,455              (79,496)              272,256        202,380              -     9,620

Total  28,251,801      894,676   4,898,685         (4,004,009)         27,347,505   23,353,116              -     9,620

*Net of provisions and reserve profit as per CBO norms

12.3 Impairment charge and provisions held
As per CBO Norms As per IFRS 9 Diffrence

RO RO RO
Impairment loss charged to profit and loss account - 12,114,755 (12,114,755)
Provisions required as per CBO norms including reserve profit/held as per IFRS 9 13,373,931 19,051,889 (5,677,958)
Gross NPA ratio (percentage) 1.98% 1.98% 0.00%
Net NPA ratio (percentage) 1.24% 0.80% 0.44%
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13. PROPERTY AND EQUIPMENT
Leasehold 

Improvements
Computer 
Hardware

Furniture, fixtures and 
office equipment

Capital work 
in progress Total

RO RO RO RO RO
Cost:
At 1 January 2019 2,817,578 2,247,570 964,641 326,448 6,356,237
Additions 23,750 35,943 26,469 14,408 100,570
Transferred                    -                   -                         -    (326,449)      (326,449)
At 31 December 2019      2,841,328     2,283,513              991,110        14,407     6,130,358

Depreciation:
At 1 January 2019 1,217,054 1,474,688 680,146 - 3,371,888
Charge for the year         284,344        252,516              121,733                  -        658,593
At 31 December 2019      1,501,398     1,727,204              801,879                  -     4,030,481

Net book values:
At 31 December 2019      1,339,930        556,309              189,231        14,407     2,099,877

Leasehold 
Improvements

Computer 
Hardware

Furniture, fixtures and 
office equipment

Capital work 
in progress Total

RO RO RO RO RO
Cost:
At 1 January 2018 2,803,405 2,154,934 942,202 176,437 6,076,978
Additions 14,173 92,636 22,439 195,041 324,289
Transferred                    -                   -                         -       (45,030)        (45,030)
At 31 December 2018      2,817,578     2,247,570              964,641       326,448      6,356,237

Depreciation:
At 1 January 2018 933,845 1,152,168 511,808 - 2,597,821
Charge for the year         283,209        322,520              168,338                  -         774,067
At 31 December 2018      1,217,054     1,474,688              680,146                  -      3,371,888

Net book values:
At 31 December 2018      1,600,524        772,882              284,495       326,448      2,984,349
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14. INTANGIBLES
2019 2018

RO RO
Cost 3,952,167 3,833,099
Addition during the year 121,708 74,038
Transfer (refer note 13) 326,449 45,030
Less: Amortisation           (2,792,371)           (2,417,612)

            1,607,953             1,534,555

Movement of amortisation is as follows:
1 January 2019 to 

31 December 2019
1 January 2018 to 

31 December 2018
RO RO

At 1 January 2,417,612 1,947,096
Charge of the year                374,759                470,516
At 31 December             2,792,371             2,417,612

15. OTHER ASSETS 
2019 2018

RO RO
Profit receivable on financing and investing activities 8,178,684 7,424,731
Prepaid expenses 452,919 453,256
Security deposits 456,999 355,052
Credit card receivables – gross 2,152,425 1,608,161
Receivables from asset manager 39,664 175,217
Financing assets available for sale 395,585 767,330
Others                668,064                841,221
Total 12,344,340 11,624,968
Less: Impairment losses (39,125) (42,100)
Less: Reserve profit              (833,411)              (110,569)

          11,471,804            11,472,299
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16. DUE TO BANKS
2019 2018

RO RO
Interbank wakala bil istithmar             3,850,000             6,160,000

17. OTHER LIABILITIES
2019 2018

RO RO
Profit payable on deposits and due to banks 9,795,332 8,395,539
Managers cheque 567,819 705,716
Accrued expenses 558,622 438,090
Financing liabilities - payable to suppliers 161,288 900,431
Provision for staff benefits 783,007 922,379
Impairment on off balance sheet exposures 615,439 193,160
Others                 898,533                 789,629

           13,380,040            12,344,944

18. EQUITY OF UNRESTRICTED INVESTMENT ACCOUNT HOLDERS
2019 2018

RO RO
Equity of unrestricted investment account holders (note 18.1)          155,612,762          134,114,218

         155,612,762          134,114,218

18.1 By Type
Saving deposits 154,605,222 132,258,043
Term deposits              1,007,540              1,856,175

         155,612,762          134,114,218

As investment account holder’s funds are commingled with the Bank’s funds for investment, no priority is granted to any party for the 
purpose of investments and distribution of profits. No appropriation for profit equalization reserve has been made to maintain healthy pay 
out for unrestricted investment account holders.
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19. OWNER’S EQUITY
(i) Share Capital

2019 2018
RO RO

Authorised 2,000,000,000 ordinary shares (2018: 2,000,000,000) of 100 Baizas per share         200,000,000         200,000,000

2019 2018
RO RO

Issued and fully paid 1,000,000,000 ordinary shares
(2018: 1,000,000,000) of RO 100 Baizas per share         100,000,000         100,000,000

Names of the major shareholders holding 10% or more of the Bank’s outstanding shares are set out below:

2019 2018

Name of the major shareholders Number of shares
% of total 

outstanding shares Number of shares
% of total 

outstanding shares
Huriah Company LLC 100,000,000 10% 100,000,000 10%
Aabar Investments PJS 200,000,000 20% 200,000,000 20%
First Energy Bank BSC 150,000,000 15% 150,000,000 15%
Tasameem Real Estate Company LLC        150,000,000                     15%        150,000,000                    15%

       600,000,000                     60%        600,000,000                    60%

(ii) Legal reserve
In accordance with the Commercial Companies Law of Oman, the Bank is required to transfer 10% of its profit for the year to legal reserve 
until the accumulated balance of the reserve equals one third of the Bank’s paid up share capital. The reserve is not available for distribution.

(iii) Fair value reserve
This represents the net unrealised fair value gains and losses relating to instruments recorded at fair value through equity.

20. NET ASSETS PER SHARE
2019 2018

RO RO
Net assets           70,178,493            77,936,266
Number of shares at reporting date      1,000,000,000       1,000,000,000
Net assets per share                    0.070                    0.078

Net assets per share is calculated by dividing the owners’ equity at the reporting date by the number of shares outstanding at the reporting date.
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21. CONTINGENT LIABILITIES AND COMMITMENTS
2019 2018

RO RO
Letters of guarantee 13,127,411 18,997,520
Letters of credit 6,874,653 3,288,294
Irrevocable financing commitments         25,926,402         28,518,000

        45,928,466         50,803,814

22. INCOME FROM FINANCING AND INVESTING ACTIVITIES
2019 2018

RO RO
Wakala bil istithmar placement with customers 8,075,043 6,788,497
Murabaha receivables 5,838,652 5,884,124
Ijarah muntahia bittamleek (note 22.1) – net 14,598,075 14,462,797
Diminishing musharaka 5,234,691 3,471,999
Wakala bil istithmar placement with banks              277,115              235,217

        34,023,576         30,842,634

22.1 Ijarah muntahia bittamleek
Income from Ijarah muntahia bittamleek 43,589,225 51,546,923
Depreciation on Ijarah muntahia bittamleek       (28,991,150)       (37,084,126)

        14,598,075         14,462,797

23. BANK’S INCOME FROM OWN INVESTMENTS
2019 2018

RO RO
Dividends 58,837 59,967
Gain/(Loss) on sale of investments 57,793 (7,497)
Profit from debt type instrument at fair value through equity           1,742,918           1,774,638

          1,859,548           1,827,108
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24. OTHER INCOME – NET
2019 2018

RO RO
Fee and commission 2,093,202 2,310,366
Foreign exchange gain - net               487,205                535,271

2,580,407 2,845,637
Less: Fee and commission expense              (63,735)               (63,827)

           2,516,672            2,781,810

25. OTHER GENERAL AND ADMINISTRATIVE EXPENSES
2019 2018

RO RO
Information Technology maintenance cost 1,129,654 1,093,475
Hiba paid to customers 1,506,000 1,371,500
Occupancy costs 436,660 462,115
Advertisement and marketing 460,977 436,485
Card center expenses 329,221 220,648
Licenses and statutory payments 241,964 156,687
Board expenses 69,748 71,256
Shari’a board expenses 53,895 50,820
Other administrative expenses            2,180,392            1,903,289

           6,408,511            5,766,275

26. MOVEMENT IN IMPAIRMENT ALLOWENCE FOR THE YEAR
Wakala bil 
istithmar

Murabaha 
receivables

Ijarah muntahia 
bittamleek

Diminishing 
musharaka Others Total

2019 RO RO RO RO RO RO
Impairment loss at beginning of the year- 
restated 928,365 1,490,863 3,689,185 583,111 245,610 6,937,134
Charge for the year - Stage 1 (621,271) (159,718) (133,875) 93,320 26,820 (794,724)
Charge for the year - Stage 2 2,471,745 305,558 3,282,705 1,344,402 417,892 7,822,302
Charge for the year - Stage 3 1,482,694 1,908,188 341,269 1,359,708 (4,682) 5,087,177
Charge for the year  3,333,168   2,054,028        3,490,099   2,797,430  440,030  12,114,755
Impairment loss at 31 December 2019  4,261,533   3,544,891        7,179,284   3,380,541  685,640  19,051,889
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26. MOVEMENT IN IMPAIRMENT ALLOWENCE FOR THE YEAR (continued)
Wakala bil 
istithmar

Murabaha 
receivables

Ijarah muntahia 
bittamleek

Diminishing 
musharaka

Others Total

2018 RO RO RO RO RO RO
Impairment loss at beginning of the year - 
restated

1,430,574 640,704 3,621,998 180,934 243,553 6,117,763

Charge for the year - Stage 1 (485,813) 12,041 (563,715) 294,550 (97,759) (840,696)
Charge for the year - Stage 2 (91,598) 212,164 17,988 107,627 14,040 260,221
Charge for the year - Stage 3 75,202 625,954 612,914 - 85,776 1,399,846
Charge for the year   (502,209)       850,159             67,187      402,177       2,057       819,371
Impairment loss at 31 December 2018      928,365    1,490,863        3,689,185      583,111   245,610    6,937,134

27. INCOME TAX
2019 2018

RO RO
Current Tax - -
Deferred Tax                           -             (378,540)

                          -             (378,540)
Deferred Tax
As at 1 January 2,866,939 3,245,479
Movement for the year                           -             (378,540)
As ay 31 December             2,866,939             2,866,939

The tax rate applicable to the Bank is 15% (2018 - 15%). For the purpose of determining the taxable result of the year, the accounting loss has 
been adjusted for tax purposes. Adjustment for tax purposes include items relating to both income and expense. The adjustments are based on the 
current understanding of the existing tax laws, regulations and practices. The Bank has reported a taxable loss in the current year.
The Bank has assessed that following taxable losses available for offset against future taxable profits will be utilised prior to their expiry:

2019 2018
RO RO

Available until 31 December 2019 (declared) - 7,543,788
Available until 31 December 2020 (declared) 6,678,921 6,678,921
Available until 31 December 2021 (declared) 5,558,375 5,558,375
Available until 31 December 2022 (declared) 3,626,372 3,626,372
Available until 31 December 2024 (estimated) 10,039,540 -

The tax assessment for the year 2013 have been finalized. All the other assessments are pending with the tax authorities. Thus based on the 
current regulations governing taxation in Oman, deferred tax asset on taxable losses net of timing differences arising on property and equipment 
and intangibles has been recorded in these financial statements to the extent that sufficient taxable profits will be available to utilize deferred tax 
asset in future.



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 

NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2019

138

27. INCOME TAX (continued)
Reconciliation
The following is a reconciliation of income taxes calculated at the applicable tax rate with the income tax expense:

2019 2018
RO RO

(Loss)/Profit before tax as per financial statements (9,954,592) 2,385,663
Tax at the applicable rate 1,493,189 (357,847)
Non- deductible expenses and permeant differences - (20,693)
Deffered tax not recognized (361,621) -
Deferred tax charge recognised in respect of prior years’ dead losses           (1,131,568)                           -

                          -              (378,540)

Net deferred tax asset routed through statement of income are attributable to the following items:
Deferred tax asset are attributable to the following items:

As at 1 January 2019 Recognised in income Un- Recognised As at 31 December 2019
Taxable temporary differences (269,257) (30,801) - (238,456)
Losses carried forward            3,136,196                30,801                      -               3,105,395
Net deferred tax asset            2,866,939                         -                      -               2,866,939

Deferred tax asset and liabilities recognized as at the reporting date are in the amount of RO 2,866,939

As at 1 January 2018 Recognised in income Un- Recognised As at 31 December 2018
Taxable temporary differences (269,257) - - (269,257)
Losses carried forward            3,514,736            (378,540)                      -               3,136,196
Net deferred tax asset            3,245,479            (378,540)                      -               2,866,939

Deferred tax asset and liabilities recognized as at the reporting date are in the amount of RO 2,866,939

28. (LOSS)/PROFIT PER SHARE
2019 2018

RO RO
(Loss)/Profit attributable to owners (9,954,592) 2,007,123
Weighted average number of shares outstanding      1,000,000,000       1,000,000,000
(Loss)/Earning per share                 (0.010)                    0.002

Basic and diluted (loss)/earning per share are same as the Bank has not issued any instruments which would have a diluting impact on earning 
/(loss) per share when exercised.



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 

NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2019

139

29. CASH AND CASH EQUIVALENTS
For the purpose of statement of cash flows, cash and cash equivalents represent:

2019 2018
RO RO

Cash in hand 6,080,949 5,420,670
Current account with the CBO 69,595,340 56,020,029
Current accounts with foreign banks 3,019,574 9,446,092
Due from banks 3,059,385 -
Due to banks          (3,850,000)          (6,160,000)

         77,905,248          64,726,791

30. RELATED PARTY TRANSACTIONS
Related parties comprise major shareholders, directors and key management personnel of the Bank, entities owned or controlled, jointly controlled 
or significantly influenced  by them, companies affiliated by virtue of shareholding in common with that of the Bank and Shari’a supervisory board.
The significant balances with related parties at 31 December were as follows:

Assets

Directors Other related parties Total
2019 2018 2019 2018 2019 2018

RO RO RO RO RO RO

Wakala bil istithmar                 -               -   6,203,247    6,050,000     6,203,247     6,050,000 
Murabaha receivables                 -               -       83,632          89,889          83,632          89,889 
Ijarah assets-ijarah muntahia bittamleek                 -               -     541,727        605,121        541,727        605,121 
Other assets          8,990          2,300         28,800         22,457         37,790         24,757 

      
         8,990          2,300    6,857,406    6,767,467    6,866,396    6,769,767 

Liabilities
Current account        45,847        43,857    2,724,338    1,072,799    2,770,185    1,116,656 

      
       45,847        43,857    2,724,338    1,072,799    2,770,185    1,116,656 

Equity of unrestricted investment 
accountholders             987                 -         128,229                  -       129,216                  - 

      
Contingent Liabilities and Commitments                 -                 -       541,000        651,486       541,000       651,486 
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30. RELATED PARTY TRANSACTIONS (continued)
The transactions with the related parties included in the statement of income are as follows:

2019 2018
RO RO

Income
Income from financing and investing activities          446,407          426,293 
Other income               4,876              6,620 

         451,283          432,913 
Expenses
Return on equity of IAH before Bank’s share as a Mudarib                 482                 253 
Profit on Wakala bil Istithmar payable                     -              1,096 
Board expenses             69,748            71,256 
Shari’a board expense            53,895            50,820 
Other expenses        1,150,099        1,093,763 

       1,274,224        1,217,188 

Compensation of key management personnel is as follows:

Salaries and allowances          959,280          903,425 
End of service benefits             25,569             25,427 

          984,849           928,852 

31. RISK MANAGEMENT
The Enterprise Risk management (ERM) is an integral part of the Bank’s decision-making process. The Management Risk Committee and other 
executive committees including Board Risk & Compliance Committee, guide and assist with overall management of the Bank’s statement of 
financial position risks. The Bank manages exposures by setting Risk Appetite Limits which are approved by the Board of Directors.

(i) Introduction and overview
The Bank’s business involves taking risks in a bankable manner through established target market and Risk Acceptance Criteria and managing 
them proactively. The core functions of the Bank’s risk management division is establishing a sustainable, reputable and dependable Enterprise 
Risk Management Framework and Architecture so that the risks of the Bank’s business model are monitored and mitigated, and accordingly 
allows to determine capital allocations. The Bank regularly reviews its risk management policies and systems to reflect changes in markets, 
products and best market practices.
The Bank’s aim is to achieve an appropriate balance between risk and reward while minimizing potential adverse effects on the Bank’s financial 
performance.
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31. RISK MANAGEMENT (continued)
(i) Introduction and overview (continued)

The key features of the Bank’s Enterprise Risk Management (ERM) Framework are:
- The Board of Directors (“the Board”) has the overall responsibility of managing risks and provides the overall risk management direction and 

oversight through various Board approved artifacts such as Credit Underwriting policy Framework along with all associated risk management 
policies covering Target Market & Risk Acceptance Criteria (TM&RAC), Early Warning Indicator (EWI) Framework, Risk Appetite Framework 
(RAF) & Policy, Stress testing Policy, Provisioning Policy Framework (IFRS 9 Compliant) and ERM Framework & Policy.

- The Bank’s overall risk management process is managed by experienced risk management professionals, lead by the Chief Risk Officer 
(“CRO”). This function is independent of the business divisions and reports to the Chairman of Board Risk & Compliance Committee (BRCC).

- Credit, market, operational and liquidity risks are managed in a coordinated manner within the organization through Risk Architecture and 
Enterprise Risk Management Framework.

- Board committees meet regularly and are responsible for monitoring compliance with the risk management policies and procedures, and 
reviewing the adequacy of the control and governance framework through enterprise risk management function.

- All risk management policies are reviewed by Management Risk Committee (MRC), BRCC and duly approved by the Board of Directors

Each department of the Bank is responsible for:
- Identify, measure and mitigate the risks that the Bank is exposed to in that specific area and assessing whether those risks are significant;
- Working in close coordination with Risk Management Division (RMD), develop and recommend for review and approval of appropriate risk 

management policies and procedures spanning those activities of business units which are susceptible to significant risk, including business 
continuity management and disaster recovery plans;

- Working in close coordination with Chief Risk Officer contribute to the development of overall direction regarding the Bank’s risk management 
framework and risk appetite, including exploring whether certain new business proposals are acceptable from a risk management perspective;

- Adherence and Monitoring on a continual basis for the compliance of risk management policies and procedures and;
- Reporting any policy or major practice changes, unusual situations, significant exceptions and new strategies through Chief Risk Officer to 

the Board of Directors for review, approval and/or ratification.
Distribution of profit to shareholders and unrestricted customers’ accounts is subject to a comprehensive risk management system that is 
reviewed at the management, the Shari’a Board and the ALCO level to maintain the appropriate distribution levels taking into account the 
Bank’s performance vis-à-vis the competitors’ profit distributions and market conditions.

(ii) Liquidity risk
Liquidity risk is the risk that the Bank may not be able to meet its payment obligations when they fall due under normal and stressed business 
conditions. To manage this risk, Bank focusses on diversified funding sources, manage assets and liabilities with liquidity in mind, and monitors 
liquidity on a regular basis through the ALCO. The treasury department is mandated to manage the liquidity on a day to day basis.
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31. RISK MANAGEMENT (continued)
(ii) Liquidity risk (continued)

The table below summarises the maturity profile of the Bank’s assets and liabilities as of 31 December 2019 based on expected periods to 
cash conversion from the reporting date:

2019

Up to 1 
month

1 to 6
months

6 months
to 1 year 1 to 5 years Over 5 years Total

RO RO RO RO RO RO
ASSETS
Cash and balances with Central bank 
of Oman 75,676,289 - - - 525,000 76,201,289
Due from banks 6,078,959 - - - - 6,078,959
Financial assets at fair value through 
equity 12,493,907 12,650,000 111,000 3,161,000 - 28,415,907
Financial assets at amortised cost - - - 18,095,000 - 18,095,000
Wakala bil istithmar 18,195,151 26,303,143 12,857,887 47,934,958 - 105,291,139
Murabaha receivables 7,402,656 22,710,149 11,849,576 38,708,823 15,302,314 95,973,518
Ijarah assets-ijarah muntahia 
bittamleek 1,680,361 10,196,369 15,640,860 95,190,029 129,503,759 252,211,378
Diminishing musharaka 622,516 4,639,323 5,198,020 41,307,378 66,752,345 118,519,582
Property and equipment - - - - 2,099,877 2,099,877
Intangibles - - - - 1,607,953 1,607,953
Deferred tax asset - - - 2,866,939 - 2,866,939
Other assets                   -                    -     11,471,804                    -                   -    11,471,804
Total assets 122,149,839    76,498,984     57,129,147  247,264,127 215,791,248  718,833,345

LIABILITIES, EQUITY OF UNRESTRICTED INVESTMENT ACCOUNTHOLDERS AND OWNERS’ EQUITY
Due to banks 3,850,000 - - - - 3,850,000
Customers’ current accounts 5,812,814 10,168,604 5,810,631 - - 29,055,338
Customers’ wakala bil Istithmar 32,165,153 116,014,491 171,778,058 107,228,976 19,570,034 446,756,712
Other liabilities                   -                    -     13,380,040                    -                   -    13,380,040
Total liabilities 41,827,967 126,183,095 190,968,729 107,228,976 26,833,323 493,042,090
Equity of unrestricted investment 
accountholders 7,812,724 15,869,038 15,737,124 77,542,573 38,651,303 155,612,762
Total owners’ equity                   -                    -                     -                    -   70,178,493    70,178,493
Total liabilities, equity of investment  
accountholders and owners’ equity   49,640,691  142,052,133   206,705,853  184,771,549 135,663,119  718,833,345
Net gap   72,509,148 (65,553,149) (149,576,706)    62,492,578   80,128,129                    -
Cumulative net gap   72,509,148     6,955,999 (142,620,707) (80,128,129)                   -                    -
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31. RISK MANAGEMENT (continued)
(ii) Liquidity risk (continued)

The table below summarises the maturity profile of the Bank’s assets and liabilities as of 31 December 2018 based on expected periods to 
cash conversion from the reporting date:

2018

Up to 1 
month

1 to 6
months

6 months
to 1 year 1 to 5 years Over 5 years Total

RO RO RO RO RO RO
ASSETS
Cash and balances with Central bank 
of Oman 61,465,699 - - - 500,000 61,965,699
Due from banks 9,446,092 - - - - 9,446,092
Financial assets at fair value through 
equity 16,363,102 3,367,000 1,404,000 - - 21,134,102
Financial assets at amortised cost - - - - 18,095,000 18,095,000
Wakala bil istithmar 13,625,125 34,348,913 2,543,705 50,953,328 10,071,635 111,542,706
Murabaha receivables 7,704,445 22,843,820 10,751,980 41,730,660 21,213,018 104,243,923
Ijarah assets-ijarah muntahia 
bittamleek 1,355,527 7,804,223 11,286,343 102,233,430 142,318,336 264,997,859
Diminishing musharaka 435,686 2,337,573 2,694,565 23,562,669 43,497,831 72,528,324
Property and equipment - - - - 2,984,349 2,984,349
Intangibles - - - - 1,534,555 1,534,555
Deferred tax asset - - - 2,866,939 - 2,866,939
Other assets                   -                    -      11,472,299                    -                   -    11,472,299
Total assets 110,395,676    70,701,529      40,152,892  221,347,026 240,214,724  682,811,847

LIABILITIES, EQUITY OF UNRESTRICTED INVESTMENT ACCOUNTHOLDERS AND OWNERS’ EQUITY
Due to banks 6,160,000 - - - - 6,160,000
Customers’ current accounts 7,396,511 12,943,660 7,396,377 - 9,245,472 36,982,020
Customers’ wakala bil Istithmar 26,178,199 115,331,683 150,034,325 102,468,088 21,262,104 415,274,399
Other liabilities                   -                    -      12,344,944                   -                   -    12,344,944
Total liabilities 39,734,710 128,275,343 169,775,646 102,468,088 30,507,576 470,761,363
Equity of unrestricted investment 
accountholders 7,645,304 13,382,149 13,704,397 66,004,873 33,377,495 134,114,218
Total owners’ equity                   -                    -                     -                   -   77,936,266    77,936,266
Total liabilities, equity of investment  
accountholders and owners’ equity   47,380,014  141,657,492    183,480,043  168,472,961 141,821,337  682,811,847
Net gap   63,015,662 (70,955,963) (143,327,151)    52,874,065   98,393,387                    -
Cumulative net gap   63,015,662   (7,940,301) (151,267,452) (98,393,387)                   -                    -
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31. RISK MANAGEMENT (continued)
(iii) Market Risk

Market risk is the risk of loss arising from unexpected changes as a result of fluctuations in profit rates, foreign exchange rates, equity and 
commodity prices. Consistent with the Bank’s approach to ensure strict compliance with Shari’a, the Bank does not enter into speculative 
foreign exchange transactions.
Market risk activities are governed by the market risk policy of the Bank. The implementation of the policy, procedures and regulatory limits in 
the Bank is the responsibility of the relevant business units with oversight by ALCO and the Risk and Compliance Committee.

i) Profit rate risk
Profit rate risk is the risk that the Bank will incur a financial loss as a result of mismatch in the profit rate on the Bank’s assets and investment 
account holders (IAH). The profit distribution to IAH is based on profit sharing agreements. Therefore, the Bank is not subject to any 
significant profit rate risk.
Effective profit rate on profit bearing assets, liabilities and equity of unrestricted investment account holders is set below:

2019 2018
% %

Due from banks 1.52 1.99
Wakala bil istithmar 6.65 5.77
Murabaha receivables 5.32 5.91
Ijarah muntahia bittamleek 5.62 5.64
Diminishing musharaka 5.68 6.01
Financial assets at fair value through equity & amortised cost 4.44 4.51
Due to banks’ 2.60 1.86
Customers’ wakala bil istithmar 4.25 3.81
Equity of unrestricted investment account holders 1.00 2.40

ii) Foreign Exchange Risk
Foreign exchange risk arises from the movement of the rate of exchange over a period of time. Positions are monitored on a regular basis 
to ensure positions are maintained within established approved limits.

The Bank has the following exposures in a foreign currency at the reporting date:

2019
Long Short Net

RO RO RO
US Dollar 6,940,629 - 6,940,629
Euro - 13,281 13,281
GCC Currencies 279,600 - 279,600
Great Britain Pound           44,615                    -           44,615
Others           25,170                    -           25,170

     7,290,014           13,281      7,303,295
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31. RISK MANAGEMENT (continued)
(iii) Market Risk (contined)

ii) Foreign Exchange Risk (contined)

2018
Long Short Net

RO RO RO
US Dollar 8,860,032 - 8,860,032
Euro 9,986 - 9,986
GCC Currencies 196,714 - 196,714
Great Britain Pound 3,169 - 3,169
Others           37,155                   -           37,155

     9,107,056                   -      9,107,056

iii) Price Risk
Price risk is the risk that fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices (other 
than those arising from profit rate risk or currency risk), whether those changes are caused by factors specific to the individual financial 
instrument or its issuer, or factors affecting all similar financial instruments traded in the market.
The effect on equity as a result of a change in the fair value of instruments held as fair value through equity due to reasonably possible 
change in prices, with all other variables held constant, is as follows:

Investment Type

Change in Price Effect on Equity Change in Price Effect on Equity
2019 2019 2018 2018

% RO % RO
Regional listed sukuks 10% 2,831,472 10% 1,974,034
Regional Listed equities 10% 11,108 10% 14,034
Regional Unlisted Funds 10% - 10% 126,286

(iv) Credit Risk
Credit risk is the risk of potential loss arising from failure of counterparty to meet its contractual obligations. The Bank manages its credit 
risk arising from its banking book by implementing robust policies and procedures with respect to identification, measurement, mitigation, 
monitoring and controlling the risks.

Corporate financing risk 
Corporate financing risk is managed by Risk Management Department through a system of independent review. Credit facilities to corporate are 
approved based on a detailed credit risk assessment which includes review of the end use of funds, primary and secondary sources of payment, 
prevailing and potential macro economic factors and industry trends.
Corporate financing proposals are assigned risk rating based on the results of an internal risk rating model. Altman’s Z score is calculated for 
each individual Corporate customers. The ratings and the Z score assigned to a Corporate customer aids in the decision making process. 
Corporate financing is approved by the Senior Credit Committee of the Management, Executive Committee of the Board and the Board of 
Directors based on authorities approved by the Board.
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31. RISK MANAGEMENT (continued)
(iv) Credit Risk (contined)

Retail financing risk
All Retail Financing is extended to Retail customers on the basis of approved Retail Product Programs. The Retail Product Programs are approved 
by the Board and Shari’a Supervisory Board. However, any significant modifications arising out of product review is to be recommended to 
the Chief Executive Officer (CEO) by the business. The CEO, Shari’a Supervisory Board and the relevant business stakeholders shall approve 
changes/revisions to the product program.
Retail Financing proposals meeting the parameters prescribed in the Retail Product Programs are approved by the Risk Management department. 
Exceptions to the Retail Financing are approved by the Senior Credit Committee of the Management. 
The financing activity of the Bank is governed by limits prescribed by the CBO and the ones prescribed by the policies of the Bank. Portfolio 
diversification is the basis of the Bank’s financing strategy. Diversification is achieved by setting customer, industry and geographical limits.
The Bank uses a robust Management Information System to monitor its Corporate and Retail financing portfolio by various dimensions.

Credit risk grading
The Bank uses internal credit risk rating model that reflect its assessment of the probability of default of individual counterparties. The bank’s 
internal Risk Rating (IRR) system is developed on a 22-point rating scale - enumerated from RR 1 to RR 10 with sub classes under each 
notch to risk rate a customer and to associate a probability of default to each rating grade. The ratings will also assist studying the distribution 
of customers, grade wise exposures, transition of credit risk ratings over time, grade wise defaults, Non-Performing Financing (NPF) etc. Risk 
appetite will also be set in terms of how much of exposure bank expects in various risk rating grades. The credit risk ratings are calibrated such 
that the risk of default increases exponentially at each higher risk grade.

Credit quality rating Risk Rating(RR) IFRS 9 Staging
Standard 1 to 6- Identified based on SICR criteria since initial recognition but is not deemed 

to be credit impaired - classified under ‘stage 1 or 2 ‘ as applicableSpecial Mention 7+ or Worse
Sub Standard 8

Credit Impaired - classified as stage 3Doubtful 9
Loss 10

Credit risk mitigation strategy
The Bank uses a variety of tools to mitigate its credit risk, the primary one being that of securing the exposure by suitable collaterals. In practice 
a large part of existing exposures are fully or partially collateralized. The legal validity and enforceability of the documents used for collateral 
have been established by qualified personnel, including lawyers and Shari’a scholars.

The Bank’s credit portfolio is supported by various types of collateral such as deposits marked lien, mortgage over land and property, moveable 
assets including inventory, securities and guarantees. Collaterals are valued as a general rule as per the policy. However, adhoc valuations will 
also be carried out depending on the nature of collateral and general economic condition. This will enable the Bank to assess the fair market 
value of the collateral and ensure that risks are appropriately covered.
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31. RISK MANAGEMENT (continued)
(iv) Credit Risk (contined)

Risk gross maximum exposure:
The table below shows the maximum exposure to credit risk for the components of the statement of financial position. The maximum exposure 
is shown gross, before the effect of use of master netting and collateral agreements.

Gross maximum exposure to credit risk
2019 2018

RO RO
Cash and balances with Central Bank of Oman 76,201,289 61,965,699
Due from banks 6,100,136 9,446,999
Financial assets at fair value through equity 28,425,806 21,143,545
Financial assets at amortised cost 18,095,000 18,095,000
Wakala bil istithmar 109,552,672 112,471,071
Murabaha receivables 99,518,409 105,734,786
Ijarah assets-ijarah muntahia bittamleek 259,390,662 268,687,045
Diminishing musharaka 121,900,123 73,111,436
Other assets 10,370,773 9,208,109
Contingent liabilities and commitments 45,928,466 50,803,814

Credit quality by type of financing contracts
The table below shows the credit quality by type of Islamic financing contracts, based on the Bank’s Credit Rating System (CRS). The balances 
presented are gross of impairment provision.

Gross exposure 
31 December 2019

Neither past due not 
non-performing

Past due but 
performing Non-performing Total

Type of Financing Contract RO RO RO RO
Wakala bil istithmar 104,375,135 2,985,343 2,192,194 109,552,672
Murabaha receivables 90,559,015 3,682,149 5,277,245 99,518,409
Ijarah muntahia bittamleek 234,236,877 20,820,573 4,333,212 259,390,662
Diminishing musharaka            107,485,926          12,723,885         1,690,312      121,900,123

           536,656,953          40,211,950       13,492,963      590,361,866
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31. RISK MANAGEMENT (continued)
(iv) Credit Risk (contined)

Credit quality by type of financing contracts (continued)

31 December 2018
Neither past due not 

non-performing
Past due but 

performing
Non-performing Total

Type of Financing Contract RO RO RO RO
Wakala bil istithmar 112,082,110 238,961 150,000 112,471,071
Murabaha receivables 100,657,516 3,498,960 1,578,310 105,734,786
Ijarah muntahia bittamleek 253,417,647 10,251,156 5,018,242 268,687,045
Diminishing musharaka              70,493,752            2,617,684                       -       73,111,436

           536,651,025          16,606,761         6,746,552     560,004,338

Aged analysis of past due but performing by type of financing contracts

31 December 2019
Less than 30 days 31 to 60 days 61 to 90 days Total

RO RO RO RO
Wakala bil istithmar 2,943,677 20,833 20,833 2,985,343
Murabaha receivables 1,704,935 438,631 1,538,583 3,682,149
Ijarah muntahia bittamleek 9,029,814 7,171,934 4,618,826 20,820,574
Diminishing musharaka                   456,056           9,201,804         3,066,024       12,723,884

             14,134,482         16,833,202         9,244,266       40,211,950

31 December 2018
Less than 30 days 31 to 60 days 61 to 90 days Total

RO RO RO RO
Wakala bil istithmar 238,961 - - 238,961
Murabaha receivables 2,021,932 1,187,924 289,105 3,498,961
Ijarah muntahia bittamleek 4,668,558 2,842,307 2,740,290 10,251,155
Diminishing musharaka                1,387,964               847,830            381,890          2,617,684

               8,317,415            4,878,061         3,411,285        16,606,761
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31. RISK MANAGEMENT (continued)
(iv) Credit Risk (contined)

Aged analysis of past due but performing by customer concentration

31 December 2019
Less than 30 days 31 to 60 days 61 to 90 days Total

RO RO RO RO
Corporate 9,734,040 15,274,656 6,181,201 31,189,897
Retail                4,400,442            1,558,546         3,063,065         9,022,053

             14,134,482          16,833,202         9,244,266       40,211,950

31 December 2018
Less than 30 days 31 to 60 days 61 to 90 days Total

RO RO RO RO
Corporate 3,882,982 2,118,813 - 6,001,795
Retail                 4,434,434            2,759,247         3,411,285       10,604,966

                8,317,416            4,878,060         3,411,285       16,606,761

The gross credit exposure to credit risk of the Bank on financial assets and off-balance sheet items subject to ECL is as follows:-

31 December 2019 31 December 2018
Stage 1 Stage 2 Stage 3 Total Total

RO RO RO RO RO
Due from banks 6,100,136 - - 6,100,136 9,446,999
Financial assets at FVOCI 28,425,806 - - 28,425,806 21,143,545
Financial assets at AC 18,095,000 - - 18,095,000 18,095,000
Wakala bil Istithmar 86,679,990 20,680,488 2,192,194 109,552,672 112,471,071
Murabaha receivables 82,369,489 11,871,675 5,277,245 99,518,409 105,734,786
Ijarah assets-Ijarah muntahia bittamleek 214,745,890 40,311,560 4,333,212 259,390,662 268,687,045
Diminishing Musharaka 94,713,306 25,496,504 1,690,312 121,900,122 73,111,436
Other assets 10,330,734 15,493 24,546 10,370,773 9,208,109
Commitments and contingent liabilities     43,502,712      2,110,184        315,570     45,928,466       50,803,814
Gross carrying amount   584,963,063  100,485,904   13,833,079   699,282,046     668,701,805
Expected credit loss allowance/impairment 
loss       1,851,191      8,810,795     8,389,903     19,051,889         6,937,134
Net carrying amount   583,111,872    91,675,109     5,443,176   680,230,157     661,764,671
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31. RISK MANAGEMENT (continued)
(iv) Credit Risk (contined)

Geographical distribution of financial assets
Table below indicates the geographical distribution of financial assets held by the Bank in Rial Omani.

31 December 2019
Class of financial asset and off-balance sheet net exposure Oman GCC Rest of the World Total
Balances with Central Bank of Oman 70,120,340 - - 70,120,340
Due from banks - 4,208,125 1,892,011 6,100,136
Financial assets at fair value through equity 27,433,231 982,676 - 28,415,907
Financial assets at amortised cost 18,095,000 - - 18,095,000
Wakala bil istithmar 105,291,139 - - 105,291,139
Murabaha receivables 95,973,518 - - 95,973,518
Ijarah muntahia bitamleek 252,211,378 - - 252,211,378
Diminishing musharaka 118,519,582 - - 118,519,582
Contingent liabilities and commitments       45,928,466                  -                         -      45,928,466
Total     733,572,654    5,190,801           1,892,011    740,655,466

31 December 2018
Class of financial asset and off-balance sheet net exposure Oman GCC Rest of the World Total
Balances with Central Bank of Oman 56,545,029 - - 56,545,029
Due from banks - 688,649 8,758,350 9,446,999
Financial assets at fair value through equity 16,503,794 3,367,445 1,262,863 21,134,102
Financial assets at amortised cost 18,095,000 - - 18,095,000
Wakala bil istithmar 111,542,706 - - 111,542,706
Murabaha receivables 104,243,923 - - 104,243,923
Ijarah muntahia bitamleek 264,997,859 - - 264,997,859
Diminishing musharaka 72,528,324 - - 72,528,324
Contingent liabilities and commitments       50,803,814                  -                          -      50,803,814
Total     695,260,449    4,056,094          10,021,213    709,337,756
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31. RISK MANAGEMENT (continued)
(iv) Credit Risk (contined)

The table below indicates the sector concentration

Gross Exposure
31 December 2019

Due from banks Financing

Financial assets at fair value 
through equity income and 

at amortised cost Total

Contingent 
Liabilities and 
commitments

RO RO RO RO RO
Construction and real estate - 76,921,409 - 76,921,409 6,748,344
Banks and financial institutions 6,100,136 - 4,144,276 10,244,412 -
Sovereigns - - 42,265,448 42,265,448 -
Trading and manufacturing - 131,243,354 - 131,243,354 6,750,259
Personal - 261,696,432 - 261,696,432 9,833,183
Other Services                      -      120,500,671                            111,082   120,611,753      22,596,680
Total        6,100,136      590,361,866                       46,520,806   642,982,808      45,928,466

Gross Exposure
31 December 2018

Due from banks Financing

Financial assets at fair value 
through equity income and 

at amortised cost Total

Contingent 
Liabilities and 
commitments

RO RO RO RO RO
Construction and real estate - 84,941,619 - 84,941,619 17,649,364
Banks and financial institutions 9,446,999 - 3,507,783 12,954,782 -
Sovereigns - - 34,467,899 34,467,899 -
Trading and manufacturing - 106,701,668 - 106,701,668 15,763,305
Personal - 256,463,114 - 256,463,114 13,365,240
Other Services                      -      111,897,937                         1,262,863   113,160,800        4,025,905
Total        9,446,999      560,004,338                       39,238,545   608,689,882      50,803,814
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31. RISK MANAGEMENT (continued)
(v) Customer Concentrations

Gross Exposure 
31 December 2019

Personal Corporate Government
RO RO RO

Class of financial asset and off-balance sheet exposure
Balances with Central Bank of Oman - 76,201,289 -
Due from banks - 3,020,136 -
Financial assets at fair value through equity - 28,425,806 -
Financial assets at amortised cost - 18,095,000 -
Wakala bil istithmar - 88,552,672 21,000,000
Murabaha receivables 67,207,093 32,311,316 -
Ijarah muntahia bitamleek 153,303,683 106,086,979 -
Diminishing musharaka 60,748,849 61,151,274 -
Other Assets 2,152,425 - -
Contingent Liabilities and Commitments                        -       45,928,466                       -

     283,412,050     459,772,938       21,000,000

Gross Exposure 
31 December 2018

Personal Corporate Government
RO RO RO

Class of financial asset and off-balance sheet exposure
Balances with Central Bank of Oman - 61,965,699 -
Due from banks - 9,446,999 -
Financial assets at fair value through equity - 21,143,545 -
Financial assets at amortised cost - 18,095,000 -
Wakala bil istithmar - - -
Murabaha receivables - 91,471,071 21,000,000
Ijarah muntahia bitamleek 75,789,706 29,945,080 -
Diminishing musharaka 166,076,145 102,610,900 -
Other Assets 46,551,652 26,559,784 -
Contingent Liabilities and Commitments        13,365,240       37,438,574                       -

     301,782,743     398,676,652       21,000,000
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31. RISK MANAGEMENT (continued)
(vi) Operational Risk

Operational risk is the risk of loss arising from failure of systems, people, processes, fraud and/or any external events. When controls fail to 
perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss. The Bank cannot 
eliminate all the operational risks, but it endeavors to manage these risks through a Risk Control Self-Assessment (RCSA) and Key Risk 
Indicator (KRI) Frameworks there by monitoring and mitigating those potential risks. Controls include effective segregation of duties & 
responsibilities, access control management, authorization and reconciliation procedures, Maker-Checker, staff education and assessment 
processes, along with the use of internal audit observations.

(vii) Capital management
CBO sets and monitors capital requirements of the Banks operating in Oman. In implementing Basel III’s capital requirement, the CBO 
requires the Bank to maintain a minimum of 13.50% ratio of total capital to total risk-weighted assets. The Bank’s regulatory capital is 
analyzed into two tiers:-
- Tier I capital, which includes ordinary share capital, legal reserve and retained earning.
- Tier II capital which includes fair value reserves
- Asset liability committee devises capital utilization strategy and monitors compliance with CBO’s regulations in this regard.
- The risk asset ratio, calculated in accordance with the capital adequacy guidelines of the Basel Committee on Banking Supervision and 
CBO Circulars BM 1009 ‘Guidelines on Basel II’ and BM 1114 ‘Regulatory Capital and Composition of Capital Disclosure requirements 
under Basel III’ effective from 31 December 2013, minimum capital adequacy ratio requirement for the year is 13.50% inclusive of capital 
conservation buffer of 2.50% (2018: 12.875% inclusive of capital conservation buffer of 1.875%). The capital adequacy ratio working is 
as follows:

2019 2018
RO RO

Common equity tier 1 (CET1) 65,508,178 71,569,384
Additional Tier 1                           -                           -
Tier 1           65,508,178           71,569,384
Tier 2             5,275,089             3,437,276
Total regulatory capital           70,783,267           75,006,660
Risk-weighted assets
Credit risk 484,964,428 457,198,178
Market risk 7,287,500 9,112,500
Operational risk           31,502,299           25,221,714
Total risk-weighted assets         523,754,227         491,532,392
Capital adequacy ratio
CET1 capital (Tier I) expressed as a percentage of total risk-weighted assets 12.51% 14.56%
Tier II capital expressed as a percentage of total risk weighted assets                   1.01%                   0.70%
Total Regulatory Capital expressed as a percentage of total risk-weighted assets                 13.51%                 15.26%

Minimum share capital requirement
The Bank has commenced commercial operations on 30 September 2013 and as expected has reported loss during the initial years. As a 
result the Bank’s owner’s equity is below RO 100 million, which is a CBO requirement. The Bank is developing an appropriate strategy to 
comply with the minimum prescribed capital requirement.
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32. FINANCIAL INSTRUMENTS
Set out below is an overview of financial instruments held by the Bank as at 31 December 2019 :-

31 December 2019

Amortised cost
Fair value

through equity
Fair value through 

Profit and Loss
RO RO RO

Financial assets:
Cash and balances with Central Bank of Oman    76,201,289 -                 -   
Due from banks      6,078,959                 -                     -   
Financial assets at fair value through equity -       28,415,907    -
Financial assets at amortised cost    18,095,000 -                 -   
Wakala bil istithmar   105,291,139                 -                     -   
Murabaha receivables    95,973,518                 -                     -   
Ijarah assets-ijarah muntahia bittamleek   252,211,378 -                 -   
Diminishing musharaka   118,519,582                 -                     -   
Other assets            10,788,108                           -                               -   
Total          683,158,973           28,415,907                             -   

Financial liabilities:
Due to banks      3,850,000                 -                     -   
Customers’ current accounts    29,055,338                 -                     -   
Customers’ wakala bil istithmar   446,756,712                 -                     -   
Other liabilities                 729,107                           -                               -   
Total          480,391,157                           -                               -   
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32. FINANCIAL INSTRUMENTS (continued)
31 December 2018

Amortised cost
Fair value

through equity
Fair value through 

Profit and Loss
RO RO RO

Financial assets:
Cash and balances with Central Bank of Oman    61,965,699 -                 -   
Due from banks      9,446,092                 -                     -   
Financial assets at fair value through equity -        21,134,102  -
Financial assets at amortised cost    18,095,000 -                 -   
Wakala bil istithmar   111,542,706                 -                     -   
Murabaha receivables   104,243,923                 -                     -   
Ijarah assets-ijarah muntahia bittamleek   264,997,859 -                 -   
Diminishing musharaka    72,528,324                 -                     -   
Other assets             9,387,944                          -                              -   
Total         652,207,547          21,134,102                            -   

Financial liabilities:
Due to banks      6,160,000                 -                     -   
Customers’ current accounts    36,982,020                 -                     -   
Customers’ wakala bil istithmar   415,274,399                 -                     -   
Other liabilities             1,606,147                          -                              -   
Total         460,022,566                          -                              -   

Fair value of financial instruments
The fair value of the financial assets and financial liabilities, other than those disclosed in the table below and in note 10, approximate their carrying 
values.
The bank’s primary medium and long-term financial liabilities are the customer deposits and other banks funds. The fair values of these financial 
liabilities are not materially different from their carrying values, since these liabilities are repriced at intervals of three or six months, depending on 
the terms and conditions of the instrument and the resultant applicable margins approximate the current spreads that would apply for liabilities 
with similar maturities.
Fair value is the amount for which an asset could be exchanged or a liability settled between knowledgeable and willing parties in an arm’s length 
transaction.
Fair values of quoted securities/sukuks are derived from quoted market prices in active markets, if available. For unquoted securities/sukuks, fair 
value is estimated using appropriate valuation techniques. Such techniques may include using recent arm’s length market transactions; reference 
to the current fair value of another instrument that is substantially the same; discounted cash flow analysis or other valuation models.
The Bank uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:
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32. FINANCIAL INSTRUMENTS (continued)
Fair value of financial instruments (continued)
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities;
Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or indirectly; and
Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on observable market data.
The following table shows an analysis of financial instruments recorded at fair value by level of the fair value hierarchy at 31 December:

2019
Level 1 Level 2 Level 3 Total

RO RO RO RO
Fair value through equity           111,082    28,304,825                      -        28,415,907 

          111,082    28,304,825                      -        28,415,907 

2018
Level 1 Level 2 Level 3 Total

RO RO RO RO
Fair value through equity        1,403,201      19,730,901                      -        21,134,102 

       1,403,201      19,730,901                      -        21,134,102 
Transfers between Level 1, Level 2 and Level 3
There were no transfers between Level 1 and Level 2 fair value measurements, and no transfers into or out of Level 3 fair value measurement.

33. SEGMENTAL INFORMATION
Segment information is presented in respect of the Bank’s operating segments. For performance management purposes, the Bank is organised into 
three operating segments based on products and services as follows:
Retail banking includes individual customers deposits, unrestricted investment account consumer financing, credit card and general banking services.
Corporate banking includes deposits and financing for corporate and institutional customers along with provision of trade finance services. 
Treasury includes placements with financial institutions and managing proprietary investment portfolio of the Bank.
Performance of the bank is evaluated based on the profit after tax.
The segment information is as follows:

2019
Retail Corporate Treasury Others Total

RO RO RO RO RO
Net operating income 10,591,217 7,730,287 698,494 -   19,019,998 
Impairment Loss Allowance (76,792) (10,629,887) (1,408,076) -   (12,114,755)
Net profit/(loss)  (469,469) (8,076,844) (1,408,279) -   (9,954,592)

Total assets 283,270,871 306,405,866 60,200,140 68,956,468 718,833,345 

Total liabilities and equity of unrestricted accountholders 261,150,679 370,274,133 3,850,000 13,380,040 648,654,852 
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33. SEGMENTAL INFORMATION (continued)

2018
Retail Corporate Treasury Others Total

RO RO RO RO RO

Net operating income     9,429,274   8,163,511 1,406,563                 -   18,999,348 
Provision for impairment    (1,815,938) 1,000,380 (3,813)                 -   (819,371)
Net profit/(loss)  (2,743,322) 4,409,611 695,037 (354,203)       2,007,123 

Total assets 292,138,456 266,682,187 50,572,043 73,419,161 682,811,847 

Total liabilities and equity of unrestricted accountholders 199,713,497 386,657,141 6,160,000 12,344,943 604,875,581 

The costs incurred by the central functions are managed on an overall basis and are currently being allocated to business units.

34. ZAKAH
The Bank does not collect or pay Zakah on behalf of its customers.

35. SHARI’A SUPERVISORY BOARD
The Shari’a Supervisory Board (SSB) is an independent body of Shari’a scholars specialised in Fiqh al Mu’amalat (Islamic commercial jurisprudence) 
and shall oversee the Bank operations from a Shari’a compliance perspective. The SSB is entrusted with the responsibility to directing, reviewing, 
and supervising the activities of the Bank to ensure they are in compliance with Shari’a principles and regulatory requirements.”

36. SOCIAL RESPONSIBILITY
The Bank discharges its social responsibilities through donations to charitable causes and organisations.

37. COMPARATIVE INFORMATION
Certain of the corresponding figures have been reclassified in order to conform with the presentation for the current year. Such reclassification do 
not affect previously reported loss or owners’ equity.
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2019 WAS AN EVENTFUL YEAR

Alizz Islamic Bank & Injaz Oman sign 
a Memorandum of Understanding

Alizz Islamic Bank wins ‘Best 
Premium Credit Card’ at the 

Signature Luxury 100 Awards

Alizz Islamic Bank participates in 2nd Salalah 
International Islamic Finance Conference

Alizz Islamic Bank conducts Bushra Prize Savings 
Account Quarterly Draw in Orpic
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2019 WAS AN EVENTFUL YEAR

Alizz Islamic Bank holds special draws to mark GCC Nurse’s Day

Alizz Islamic Bank conducts exclusive ‘ Omani Teacher’s Day’ draw for Teachers
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2019 WAS AN EVENTFUL YEAR

Alizz Islamic Bank holds Shari’a 
Supervisory Board Meeting

Alizz Islamic Bank supports 
the First Kaderoon Forum

Alizz Islamic Bank supports Quran Recitation 
Competition in Wilayat Al Awabi

Alizz Islamic Bank wins ‘Best Premium 
Wealth Management Services’
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Alizz Islamic Bank Ramadan Iftar Sa’yim 
Campaign Gives back to the community

Alizz Islamic Bank Conducts Half Year Draw for Bushra Prize Account Holders in Dhofar

2019 WAS AN EVENTFUL YEAR

Bushra Grand Prize Draw at 
Barka Public Park
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Alizz Islamic Bank supports 
Royal Hospital Patients

Alizz Islamic Bank Recieves
‘Excellence in Digital Banking’ Award

Alizz Islamic Bank installs shades at Al Sheikh 
Hamdan bin Khamis Al Yousafi School

Alizz Islamic Bank signs MOU 
with Oman Air Holidays

2019 WAS AN EVENTFUL YEAR



    | ANNUAL REPORT 2019     | ANNUAL REPORT 2019 163

2019 WAS AN EVENTFUL YEAR

Alizz Islamic Bank supports Oman Diabetes Association

Alizz Islamic Bank supports the Sixth Nusuk Event
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Alizz Organized Annual Ramadan Iftar for Employees

2019 WAS AN EVENTFUL YEAR
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Head Office
Alizz Tower P.O. Box 753 CBD Area, 

PC 112 Sultanate of Oman

Main Branch
24 775 515

Al Khoudh Branch
24 283 801

Wattaya Branch
22 314 850

Athaibah Branch
22 060 969

Ma’abela Branch
22 352 050

Sohar Branch
26 948 401

Nizwa Branch
25 413 401

Salalah Branch
23 382 601

Barka Branch
22 351 600

Ibra Branch
22 351 750

BRANCH NETWORK
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alizzislamic.com

Visit our website and be environment friendly!
You can now benefit from more accessible information and helping 
the environment too. If you haven’t already tried it, visit our online 
Annual Report or just scan the QR code beside with your  
smartphone and go direct. You may need to download a QR  code  
reader for your phone.

Follow us on


