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Headquartered in Muscat, with its flagship branch located at Alizz Tower, 
Central Business District (CBD), the Bank operates in the Sultanate of 
Oman, serving customers across the country.

The Bank provides a wide range of Shari’a Complaint products and 
services to personal, commercial, large corporate and institutional 
customers. 

Bank Profile

04
Chairman’s
Message

08
Board of
Directors

12
Corporate

Governance
Report 
2014

14
Shari’a 

Supervisory
Board

30
Management 
Discussion and

Analysis

34
BASEL II pillar III 
and BASEL III

Report

40
Financial 

Statements
2014

An eventful year
Branches 

86 136 138



Bank profile



annual report 2014 | 5 |

alizz islamic bank (SAOG) is Oman’s newest full-fledged Islamic Bank. The Bank was established in accordance to Royal Decree 
No. 69/2012 which amended the banking law to include Islamic banking at licensed banks through either specialized banks 
or independent entities at the existing commercial banks. alizz islamic bank delivers exceptional and sustainable results to our 
stakeholders by providing superior Shari’a compliant financial solutions.

Founded in November 2012, alizz islamic bank provides Shari’a compliant financial solutions. We serve customers through both 
Retail Banking and Wholesale Banking businesses. Our network covers 4 governorates including Muscat, Dhakhilia, Batinah and 
Dhofar. The network includes five branches located in the Central Business District, Al Khoudh, Nizwa, Sohar and Salalah. The bank 
also offers e-banking solutions through online banking at www.alizzislamic.com and mobile application. 

alizz islamic bank continues to work hard to recruit talented and ambitious young Omani nationals, and by end of 2014 the 
bank employed 141 Omani nationals working across all divisions, representing an Omanisation rate of over 88.7%, exceeding 
the percentage fixed by regulatory bodies for a newly established bank. The total headcount for the Bank including expatriate 
professionals till date stands at 159.

The total paid up capital is 100 million Omani Rials of which 40% was raised by public investors during the Initial Public Offering 
(IPO). 60% was contributed by the bank’s promoters who come from diverse yet complementary backgrounds, and share 
extensive experience in leadership roles, all of which contribute to establishing a solid foundation from which alizz islamic bank 
can flourish.



Mission
& Values
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teamwork
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.

Mission

Values

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



Chairman’s 
Message

H.H. Sayyid Taimur Bin Asa’d Al Said
Chairman
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Dear Shareholders

It gives me great pleasure to share with you the results 
of alizz islamic bank SAOG (the Bank) for the year 
ended 31 December 2014.  After commencement 
of business in late 2013, the Bank managed to 
establish its footprint in the Omani banking sector in 
2014 which has provided a platform for sustained 
growth in the years to come. In line with its original 
business plan, the bank made steady progress towards 
achieving its long term vision and results.

With the appointment of Mr. Salaam Al Shaksy as the 
Chief Executive Officer, and other senior management, 
the Bank is on course to pursue its strategy by 
enhancing its market share and delivering exceptional 
and sustainable results for its shareholders.

Economic Overview and Outlook

Despite a significant decline in oil prices, Oman’s 
economy is expected to maintain its GDP growth of 
5% on the back of government spending and other 
positive measures announced by the Government in 
the Budget. 

Islamic banking in Oman is expected to grow at 
double-digit rates as shari’a compliant banking 
products are increasingly gaining acceptance in both 
consumer and corporate banking.  Launched in 2012, 
Oman’s nascent Islamic banking segment saw assets 
surge more than fivefold to OMR1.1bn ($2.86bn) at 
the end of the second quarter of 2014, according to 
a study by Thomson Reuters.

The sector, which comprises two dedicated Shari’a-

compliant lenders including alizz islamic bank and six 
commercial banks with registered Islamic banking 
windows, currently represents more than 4% of 
Oman’s total banking asset.  This could increase to 
10% by 2018, if the best-case scenario for asset 
growth is achieved.  Under a base scenario, the study 
estimates Islamic banking assets could reach OMR5bn 
($13bn) by 2018, a 7% share of estimated total 
assets.

Financial Overview

The Bank grew its financing portfolio to OMR 69.9 
million and total assets to OMR 119.6 million.  
Customer accounts and equity of unrestricted 
investment account holders totaled OMR 15.2 million.  
After absorbing all expenses and creating a general 
provision against its financing portfolio in line with the 
requirements of the Central Bank of Oman, the Bank 
managed to contain its net loss for the year to OMR 
5.5 million in line with its strategy and business plan.

Growing in Oman

The Bank continued to expand its distribution network 
by opening 3 more branches in Muscat, Sohar and 
Nizwa region and is on course to open its branch in 
Salalah by the end of January 2015. 

During 2014, alizz islamic bank was the first full-
fledged Islamic Bank to launch a mobile banking 
application providing a quick, easy and secure service 
to our customers, supporting both the iPhone and 
android platforms. This has provided our customers 
with a complementary service to our existing online 
internet banking platform. 

The Bank achieved yet another milestone being the 
first full-fledged Islamic Bank in Oman to offer its 
customers instant bill payment services for Ooredoo, 
Omantel and OIFC through its ATMs, internet banking 
and mobile banking applications, allowing customers 
the convenience  of paying their bills instantly anytime 
and from anywhere without visiting a branch.

The Bank also entered into a strategic partnership with 
The Landmark Group for personal asset finance “Goods 
Murabaha” services.  As a result of this agreement, 
alizz islamic bank has become the preferred Islamic 
Banking financier for personal asset finance.  The 
tie-up enables the Bank’s customers to avail Shari’a 
compliant financing for their personal and household 
needs.

Looking ahead, the Bank intends to embark on the 
growth of its balance sheet under a “high asset quality” 
philosophy to ensure shareholder value is sustainable 
in the long term. In parallel, the Bank will continue 
to ensure its cost base is prudently controlled and 
reflects what is required to achieve our asset growth 
objectives.

Investing in Our People and Community

alizz islamic bank continued to work hard during 2014 
to recruit new and ambitious young Omani nationals 
to the Bank, and by year end we had 151 Omani 
nationals working across all divisions of the bank, 
representing an Omanisation rate of over 89%, ahead 
of the target fixed by regulatory bodies for a newly 
established bank. We also continued to invest in a 
wide range of activities that benefited the community 



at large, including sponsorship of local activities 
and events. We, as a corporate socially responsible 
organization, are endeavouring to increase awareness 
on islamic banking.

Awards and Accolades

During the year 2014, the Bank received several 
awards for its noteworthy performance across various 
business and financial parameters. The prestigious 
awards for its innovative products and services 
include the “Best Branch Project Automation in 
the MENA and Africa region” by the Asian Banker, 
becoming the only Bank in the Middle East to win an 
award in this category. The Bank is also the recipient 
of the “Best Credit Card in Oman 2014” from the 
Banker Middle East.  

These awards and recognition are particularly 
valuable, as they acknowledge the merits of the 
Bank’s successful business model.

In Conclusion

The Board of Directors is deeply grateful to His 
Majesty Sultan Qaboos bin Said for His vision and 
guidance in leading Oman along its path of growth 
and prosperity during the last 45 years of His 
Leadership.

I would like to thank our highly committed Board of 
Directors and the Shari’a Supervisory Board for their 
leadership and guidance. I would also like to extend 

We also continued to invest  
in a wide range of activities that 
benefited the community at large, 
including sponsorship of local 
activities and events
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my appreciation to the regulators; the Central Bank of 
Oman and the Capital Market Authority.

On behalf of the Board, I would like to thank our 
management team and employees for their outstanding 
contribution to the Bank and for their enduring loyalty, 
integrity and commitment to excellence. I would also 
like to thank our customers and shareholders for their 
continuous support and trust. 

In summary, 2014 was a good year for alizz islamic 
bank, thanks to a consistent strategy, a stable 
management team, loyal customers and shareholders, 
and above all, our great people. The Board remains 
ambitious and positive for the year ahead.

Taimur Bin Asa’d Al Said
Chairman 

These awards and recognition 
are particularly valuable, as they 
acknowledge the merits of the 
Bank’s successful business model.



Board of 
Directors
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H.H. Sayyid Taimur Bin Asa’d Bin Tariq Al Said
Chairman

Khalifa Hamad Al Mheiri
Board Member

Mohamed Ali Al Fahim
Deputy Chairman

Ahmed Abdullah Al Khonji
Board Member

Shabib Mohamed Al Darmaki
Board Member

Mohamed Shukry Ghanem
Board Member

Malcolm McKinnon
Board Member



Corporate Governance 
Report – 2014
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Corporate governance report 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 (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 November 2012 for a period of three years. The current term of all 
the Directors expires in 2016. 

Process of nomination of the Directors 

The nomination of the Directors is done as per the Bank’s Article of Association. 
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 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 the 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.

The following tables show the position of each of the current Board members as 
per article one of CMA’s code of corporate governance:

Table 1

Name of the Directors Representing Category of the 
Director*

H.H. Sayyid Taimur Bin As’ad Al Said  
Chairman

Huriah Company LLC NEX-NIND

Mr. Mohamed Ali Al Fahim 
Deputy Chairman 

First Energy Oman NEX-NIND

Mr. Shabib Mohamed Al Darmaki 
Member  

Himself NEX-IND

Mr. Ahmed Abdullah Al Khonji 
Member  

Al Khonji 
Development and 
Investment 

NEX-IND

Mr. Khalifa Hamad Al Mheiri 
Member  

Himself NEX-IND

Mr. Mohamed Shukry Ghanem 
Member  

Himself NEX-IND

Mr. Malcolm McKinnon
Member  

Aabar Investments 
Company

NEX-NIND

*NEX: Non-Executive Director, IND: Independent, NIND: Non Independent 
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Table 2

Name of the Directors Other Board Committees 
Membership*

No. of other 
S.A.O.G  Boards 

No. of Board 
Meetings attended

Attended last AGM 
(Yes/No/NA)

H.H. Sayyid Taimur Bin As’ad Al Said  - Chairman EXCOM , BHRC Nil 7 Yes 

Mr. Mohamed Ali Al Fahim – Deputy Chairman EXCOM, BHRC Nil 5 Yes 

Mr. Shabib Mohamed Al Darmaki - Member  BAC, BRCC 1 5 Yes 

Mr. Ahmed Abdullah Al Khonji - Member EXCOM, BAC, BHRC NIL 5 No

Mr. Khalifa Hamad Al Mheiri - Member  BAC Nil 4 Yes 

Mr. Mohamed Shukry Ghanem - Member EXCOM, BRCC, BHRC Nil 4 Yes 

Mr. Malcolm McKinnon - Member BRCC Nil 5 Yes 

*BAC: Board Audit Committee, BRCC: Board Risk and Compliance Committee, EXCOM: Executive Committee of the Board, BHRC :Board Human Resources Committee  . 

Number and dates of Board meetings 

The Board held Seven meetings during 2014. They were on 19 January,  13 March, 31 March, 27 April, 21 July, 23 October,  and 24 December 2014. The maximum 
interval between two Board meetings was Ninety-Four 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 2014 is RO 472,235. Staff service 
contracts are 2 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.

The details of the sitting fees paid or accrued for payment to the Board members during 2014 are as follows:



Table 3

Name of the Directors Total fees “RO” 

H.H. Sayyid Taimur Bin As’ad Al Said - Chairman 6,700

Mr. Mohamed Ali Al Fahim – Deputy Chairman 5,000

Mr. Shabib Mohamed Al Darmaki – Member  7,500

Mr. Ahmed Abdullah Al Khonji – Member  7,000

Mr. Khalifa Hamad Al Mheiri – Member  3,900

Mr. Mohamed Shukry Ghanem – Member  5,900

Mr. Malcolm McKinnon – Member  5,000

Total 41,000

Board Committees

As at the end of 2014, The Board of Directors has four committees, the Executive 
Committee, the Audit Committee, the Risk and Compliance Committee and the 
Human Resources Committee:

Board Audit Committee 

The Audit Committee comprises three members.  The committee has met five times 
in 2014. 

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

Mr. Shabib Mohamed Al Darmaki Chairman – 
Independent 

5

Mr. Ahmed Abdullah Al Khonji Member – 
Independent

4

Mr. Khalifa Hamad Al Mheiri Member – 
Independent

3

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. 

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.
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Board Risk and Compliance Committee: 

The Board Risk and Compliance Committee comprises of three members and met four times during the year 2014. The names of the members appear in the table below: 

Table 5

Name Position Meetings Attended 

Mr. Malcolm McKinnon Chairman  4

Mr. Shabib Mohamed Al Darmaki Member 4

Mr. Mohamed Shukry Ghanem Member 2

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 financing 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.



Executive Committee of the Board (EXCOM) 

The Executive Committee of the Board comprises of four members and met five 
times during the year 2014. The names of the members and their positions are as 
set out in the table below: 

Table 6

Name Position Meetings Attended 

H.H. Sayyid Taimur Bin As’ad Al Said  Chairman 5

Mr. Mohamed Ali Al Fahim Member 4

Mr. Ahmed Abdullah Al Khonji Member 4

Mr. Mohamed Shukry Ghanem Member 5

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.

Board Human Resources Committee 
The Board Human Resources Committee comprises of four members. The names of 
the members and their positions are as set out in the table below:

Table 7

Name Position

H.H. Sayyid Taimur Bin As’ad Al Said  Chairman 

Mr. Mohamed Ali Al Fahim Member

Mr. Ahmed Abdullah Al Khonji Member

Mr. Mohamed Shukry Ghanem Member

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 accountable to the full Board and all actions of the Committee 
require ratification by the full Board at Board meetings.
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Board Members Profile 

H.H. Sayyid Taimur Bin As’ad Al Said – Chairman 

His Highness Sayyid Taimur was elected Chairman of alizz islamic bank in November 
2012. In his capacity, His Highness aims to work closely with the Board of Directors 
and Management Team to establish a solid framework for Shari’a Compliant finance 
in the Sultanate of Oman. 

Guided by the Bank’s core values of Integrity, Excellence and Teamwork, His Highness 
envisions alizz islamic bank to become a progressive, open-minded, modern and 
uniquely Omani bank, a bank holding the same values that bind the community we 
serve.

With a proven track record in the business and financial services sectors, His Highness 
has served on the Board of Directors of Bank Dhofar and currently holds the position 
of Assistant Secretary General for International Relations at The Research Council in 
Oman. As an active member of the community, His Highness takes great pride in his 
role as the Honorary President of the Omani Diabetes Association. 

An advocate of innovation and entrepreneurship, His Highness continuously seeks 
to unlock the potential of young people by empowering them with the means to 
develop their skills and capacities. He believes that investing in youth today will reap 
great rewards in the future.

Mr. Mohamed Ali Al Fahim – Deputy Chairman 

Mr. Mohamed Al-Fahim was elected as a Board Member at alizz islamic bank 
in November 2012. He serves as Head of Finance at the Finance & Accounts 
Department of International Petroleum Investment Company (IPIC).

Mr. Al-Fahim commenced his professional career at Abu Dhabi National Oil Company 
(ADNOC), as Head of Group Financing Department. In his role, Mr Al-Fahim focused 
on the identification and pursuit of investment strategies reflecting a balanced 
investment portfolio. During that time, Mr Al-Fahim also worked as a corporate 
finance consultant for KPMG-Dubai and for HSBC Bank at the Project and Export 
Finance Division-London.

Mr. Al Fahim represents IPIC as a board member on various boards of investee 
companies, including EDP General and Supervisory Board, Aabar Investments PJS, 
Arabtec Holdings PJSC, First Energy Bank and UniCredit SpA. Mr. Al Fahim is also a 
Director of  RHB Group(RHB Capital Berhad, RHB Bank Berhad & RHB Investment 
Bank Berhad), Depa Limited and Oasis Capital. 

He holds a degree in Finance from the University of Suffolk, Boston, USA. 

Mr. Shabib Mohamed 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 several Board positions of key institutions that 
benefit from his vast knowledge and experience in finance, audit and pension fund 
management. These firms range from Shell Oman, National Investment Funds 
Company, Oman Housing Bank and Al Batinah Hotels, where Mr. Al Darmaki utilises 
an intrinsic understanding of business strategies that align financial goals. 

Honed from a highly remarkable 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 goal to provide a Shar’ia compliant 
corporate and personal service. 

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 Board Member at alizz islamic bank in 
November 2012. He is the Managing Director of Al Khonji Group, a company with 
investments in the retail, trading and real estate development and management. 

Mr. Al Khonji has a career spanning over twenty 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, 
and the Chairman of the Omani Sport for all Committee. 

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. Khalifa Hamed Al Mheiri – Director

Mr. Khalifa Al Mheiri was elected as a Board Member at alizz islamic bank in 
November 2012. He is the CEO of aabar Properties LLC. He is responsible for the 
leadership of the business and oversees the business strategy and delivery.

Mr. Al Mheiri has a wealth of knowledge across a broad spectrum of areas within 
the property industry, including Construction, Project Management, Development 
Management, Funds Management and Asset Management.

Prior to his appointment, Mr. Al Mheiri lead the real estate activities at aabar 
Investments PJS which diversified into residential, commercial and hospitality 
developments in the UAE. He was also in charge of aabar’s Corporate Development 
& Strategy including commercial evaluation and the monitoring of company 
performance. Mr. Al Mheiri is a member of the boards of Dead Sea Resort, Amman, 
Jordan and Arabtec Holding PJSC. 

Mr. Al Mheiri worked as a Mechanical Engineer at Abu Dhabi Company for Onshore 
Oil Operations (ADCO) for three years.

Mr. Al Mheiri holds a Bachelor of Science in Mechanical Engineering from Saint 
Martine University, Washington, USA.

Mr. Mohamed Shukry Ghanem – Director

Mr. Mohamed Ghanem was elected as a Board Member at alizz islamic bank in 
November 2012. He brings over 12 years of extensive experience in the regional 
financing market and in global energy issues as the Chief Executive Officer of First 
Energy Bank (FEB). He is responsible for the overall management of the organisation 
in line with the organisations strategic plan and also responsible for monitoring 
organisational performance against the strategic plan, working with staff to stay 
on target and looking ahead to the long-term development of the organisation 
operationally and strategically.

In addition to the CEO role, he has the overall responsibility for the investment and 
investment placement functions at FEB, including the design and implementation of 
investment processes for all clients as well as marketing and product placement. He 
provides high-level strategic investment advice including the investment processes 
and the additional asset classes and investment vehicles across the entire client 
base. He is also responsible for expanding the client base by ensuring the investment 
strategy is solid and sustainable. 

Prior to joining First Energy Bank, Mr. Ghanem worked at Arab Banking Corporation 
(BSC) (“ABC”) as part of the North African business development team at the Global 
Project and Structured Finance division. He was responsible for the development 
and origination of advisory assignments throughout North Africa for the corporation, 
covering the oil, oil field, natural gas and power generation segments of the energy 
market. Mr. Ghanem also worked with GED Handles G.m.b.H., Vienna in the risk 
and asset management in the energy and metals sectors. He worked in the trading 
department as a Senior Trader specializing in oil futures and options.

Mr. Ghanem holds a Bachelor of Arts in Business from Webster University (School of 
Business and Technology) in Vienna and holds an MBA from Glamorgan University.
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Mr. Malcolm McKinnon – Director

Mr. Malcolm McKinnon was elected as a Board Member at alizz islamic bank in April 
2013. Mr. Malcolm McKinnon is the Deputy General Counsel of the International 
Petroleum Investment Company (IPIC), a wholly owned investment company of 
the Government of the Emirate of Abu Dhabi.

Prior to joining IPIC, Mr. McKinnon practiced law with a leading international law 
firm in its London and Abu Dhabi offices. Mr. McKinnon sits on the board of a 
number of IPIC portfolio companies.

Mr. McKinnon holds a Bachelor of Law Honours degree from the Victoria University 
of Wellington, New Zealand and a Bachelor of Arts Honours degree from Queen’s 
University in Kingston, Ontario, Canada.

Shari’a Supervisory Board 

The Shari’a Supervisory Board comprises of three members and met 4 times during 
the year 2014. The names of the members and their positions are as set out in the 
table below:

Table 8

Name Position Meetings 
Attended 

Dates of 
meetings

Sheikh Dr. Mohammad Abdul Rahim 
Sultan Al Olama

Chairman 4 12.1.2014

30.3.2014

11.9.2014

19.10.2014

Sheikh Dr. Osama Mohammed Saad 
Bahar

Member 4

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 Committee 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. 

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 2014 are as follows:

Table 9

Name of the Directors Total fees “RO” 

Sheikh Dr. Mohammad Abdul Rahim Sultan Al Olama 1600

Sheikh Dr. Osama Mohammed Saad Bahar 1600

Sheikh Nasser bin Yousef Al Azri 1600

Total 4800

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” 

Remarks  

Sheikh Dr. Mohammad Abdul Rahim Sultan Al Olama 16000 Four quarters 

Sheikh Dr. Osama Mohammed Saad Bahar 12000 Four quarters

Sheikh Nasser bin Yousef Al Azri 12000 Four quarters

Total 40000

The total hotel and travel expense related to the Shari’a Supervisory Board during 2014 is RO 3,761
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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 
is currently the Head of the Internal Shari’a Compliance and 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 Institute of Shari’a 
Sciences in Oman.

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)

Nam Position

Mr. Salaam Al Shaksy   Chief Executive Officer

Mr. Saif Al Yarubi General Manager, 
Chief Operating Officer 

Mr. Ghalib Al Busaidi Deputy General Manager, 
Chief Financial Officer

Mr. Ehab Hashish Deputy General Manager, 
Head of Wholesale Banking 

Mr. Moosa Al Jadidi Deputy General Manager, 
Head of Retail Banking 

Senior Management profile 

Mr. Salaam Al Shaksy – Chief Executive Officer

Mr. Salaam Al Shaksy is Chief Executive Officer of alizz islamic bank. Al Shaksy, 
oversees the strategic direction of Oman’s newest 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. Prior to alizz, he served 
as Chief Executive Officer of National Bank of Oman between 2010 and 2014, 
leading its turnaround and transformation during this period.

Currently, Al Shaksy is Chairman of Oman’s Investment Stabilization Fund. He is also 
a member of the Board of Directors; member of the Board of Executive Committee 
and Chairman of the Tender Committee of Al Rafd Fund (Oman’s Government 
funded SME fund). 

He is a graduate of Boston University, USA, where he received a Bachelor’s Degree 
in Economics, 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. 

Mr. Saif Al Yarubi – GM, Chief Operating Officer 

Mr. Saif Al Yarabi is the Chief Operating Officer of alizz islamic bank. Mr. Al Yarabi 
joined alizz islamic bank as Chief Financial Officer in August 2013, after five years as 
Finance Director at Investment Corporation of Dubai (ICD), the investment arm of 
the Government of Dubai. He was also the Acting CEO of the bank for an interim 
period from March to end of May 2014.

Mr. Al Yarabi is an accredited Fellow Certified Chartered Accountant (FCCA) from the 
Association of Certified Chartered Accountants (ACCA) in the United Kingdom and 
an Accounting Technician (MAAT) from the Association of Accounting Technicians 
(AAT) also in the United Kingdom.

Mr. Ghalib Al Busaidi – DGM, Chief Financial Officer

Mr. Ghalib Al Busaidy is the Chief Financial Officer. He joined alizz islamic bank 
in August 2014. He has more than 21 years of experience in the State General 
Reserve Fund, Oman.

Prior to joining alizz, Al Busaidy was the Deputy CEO for Investments at the State 
General Reserve Fund, responsible for the key investment functions of public and 
private markets. Al Busaidy started his career in 1987 in PricewaterhouseCoopers 
London, United Kingdom.

Al Busaidy is a member of the Institute of Chartered Accountants in England and 
Wales since 1991, and a member of the UK Associates of Corporate Treasurers. He 
holds a BA “Honors” in Accounting and Finance from Middlesex University, Business 
School. Al Busaidy has also completed the Investment Management Program 
(London Business School), High Performance Boards (Lausanne, Swizerland), and 
Interest Rate Risk Management Program (New York Institute of Finance).
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Mr. Ehab Hashish – DGM, Head of Wholesale Banking 

Mr. Ehab Hashish is the Head of Corporate Banking. He joined alizz islamic bank 
in August 2014. Ehab came to alizz islamic bank with over 26 years of corporate 
banking and Islamic Banking experience; most recently as Head of Islamic Banking, 
Muzn – National Bank of Oman.

He started his banking career in 1989 as a Senior Credit Analyst at Commercial 
International Bank, the largest private-sector lender in Egypt. He then moved to 
American Express before joining Union National Bank as Senior Relationship Manager. 
In 2002 he joined ABN Amro Bank as Assistant Vice president until 2005 when he 
moved to Dubai Bank as Senior Vice president.

Ehab holds a Bachelor’s Degree in Commercial Accounting from the University of 
Alexandria, Egypt.

Mr. Moosa Al Jadidi- DGM, Head of Retail Banking 

Mr. Moosa Al Jadidi is the Head of Retail Banking. 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.

Market Price Data

The following table shows the high, low, and average prices of the Bank’s shares and 
compares the Bank’s performance against the broad index of banks and investment 
companies during 2014.

Table (12)

alizz and MSM BANK & INVESTMENT INDEX - FY 2014

alizz islamic bank Financial performance 

Month High Low Closing Month High Low Closing

Jan 0.109 0.107 0.108 Jan 8629.45 8572.68 8572.47

Feb 0.110 0.106 0.108 Feb 8402.48 8387.22 8385.76

March 0.109 0.102 0.102 March 8206.37 8140.76 8112.26

April 0.102 0.096 0.100 April 8053.95 7998.45 7989.04

May 0.100 0.096 0.099 May 8153.15 8153.15 7998.23

June 0.102 0.097 0.098 June 8430.78 8395.34 8394.81

July 0.101 0.099 0.100 July 8778.39 8756.15 8736.4

Aug 0.103 0.098 0.100 Aug 8904.41 8903.77 8887.03

Sep 0.104 0.098 0.103 Sep 9314.99 9305.6 9281.33

Oct 0.100 0.094 0.094 Oct 8528.35 8462.14 8462.14

Nov 0.096 0.092 0.094 Nov 8282.56 7760.75 7749.95

Dec 0.098 0.090 0.095 Dec 7903.14 7782.1 7782.1

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.

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 did not achieve profit in 2014 accordingly will not distribute dividend for 
2014. 

Distribution of Shareholding:

Major shareholders (5% and above)

Table 13

Shareholder name No. of shares as on  
31st  December 2014 % of Capital

Aabar investments Company 200,000,000 20

First Energy Oman 150,000,000 15

Tasameem Real Estate 
Company LLC

150,000,000 15

Huriah Company LLC 100,000,000 10

Al Khonji Holding LLC 57,732,911 5.77

Civil Service Employees 
Pension Fund

55,164,969 5.52

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. 

Auditors:

During the Annual General Meeting your Board of Directors intends to propose 
for Shareholder’s approval the appointment of external Auditors for 2015 as per 
statutory requirements. 
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Ernst & Young – Statutory Auditors

EY is the statutory auditors of the Company. EY has been operating in the Sultanate of Oman since 1974 and is the largest professional services firm in the country. EY 
Oman, forms part of EY’s EMEIA practice, with 4,015 partners and over 90,500 professionals in 462 offices throughout the EMEIA geographical area. Globally, EY operates 
in more than 150 countries and employs 190,000 professionals. 

During the year 2014, RO. 77,100 was accrued / paid to the external auditors towards the audit and other 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. 

Taimur Bin Asa’d Al Said 
Chairman



Shari’a Supervisory Board
Shari’a Supervisory Board Report to 
the Shareholders’ General Meeting of 
alizz islamic bank for the financial year  
ended 31 December 2014
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Sheikh Dr. Mohammad Abdul Rahim Sultan Al Olama
Chairman

Sheikh Dr. Osama Mohammed Saad Bahar
Member

Sheikh Nasser bin Yousef Al Azri
Member



Praise be to Allah, Lord of the Worlds. Peace and Blessings Be Upon His Prophet 
Mohamed, His Family and Companions. Peace. Mercy and Blessings of God.

To the Shareholders of alizz islamic bank

Pursuant to the guidelines set out in the framework for the Islamic Banks issued by 
Central Bank of Oman, Shari’a Supervisory Board prepares a comprehensive report 
on the business and transactions of the bank during the year. The objective is to 
illustrate the extent of the Bank’s compliance with the rules and principles of Islamic 
Shari’a as well as the fatawa & decisions of the Board.

1) We have reviewed the bases on which the work of the bank and its financial 
results based as well as the investments that it made and other matters related 
to the activities and business of the bank with the objective of expressing 
opinion on whether the bank has complied with the rules and principles of 
Islamic Shari’a. This is in the view of the specific fatwa, decisions and guidelines 
issued by the Board during the financial year ended 31 December 2014.

2) The responsibility of ensuring that the bank is operating in accordance with 
the rules and principles of the Islamic Shari’a rests with the management. The 
management is responsible for the activities and business of the bank and 
carrying them according to the basis on which the activity and the business 
of the bank is based, viz., full compliance with the rules and principles of the 
Islamic Shari’a. Our responsibility is to express independent Shari’a opinion based 
on our review of the documents that we perused and prepare a report for you.

3) We have revised these financial results of the bank, its balance sheet and income 
and expenses statement as well as reviewing the deposits of the bank with 
other banks, all of which are Islamic banks and windows. We further reviewed 

the areas of investment in which the bank entered and our previous reviews 
of the investment processes in which the bank entered during the financial 
year ended 31 December 2014. We have approved the Shari’a acceptable 
transactions and requested the amendment of those that need amendment in 
accordance with the Shari’a requirements.

4) We have obtained the information and interpretations that we considered as 
necessary to provide us with evidences that are sufficient to enable us give 
reasonable assurance that the bank did not breach the rules and principles of 
the Islamic Shari’a and within the scope of the different activities and businesses 
of the bank.

In our opinion 

First: The bank, in its different activities, investments, deposits and businesses during 
the financial year ended 31 December 2014, has complied with the rules and 
principles of the Islamic Shari’a, in the view of the documents that were made 
available to us, taking into consideration the Shari’a amendments and treatments 
that we have requested on the transactions, contracts and investments presented 
to us and amended those that require amendment.

Second: Whereas the board of directors of the bank is not authorized to pay the 
Zakat on behalf of the shareholders, the responsibility for payment of Zakat on the 
Bank’s shares lays at the part of the shareholders in compliance with the third pillar 
of Islam. The Zakat payment is at RO 0.000818 per share.

Third: Profit and loss computation for the year ended 31 December 2014 was 
made in accordance with the Shari’a rules.
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Forth: The revenues that do not comply with the Shari’a rules were put aside and deposited in 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 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 Board to ensure that it complies with the Shari’a requirements and the correct procedures shall be put into consideration 
while executing them.

The Board, hereby, commends the Bank for its full compliance with the provisions and principles of the Islamic Shari’a in order to please Allah. We pray the Almighty to bless 
your business.

Peace and Blessings be Upon Prophet Mohammed, his family and companions.

Date: 27 Rabe’i Al Thani 1436 Hijri

17 February, 2015 



Management Discussion 
& Analysis
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Oman’s Economy 

By declaring the biggest ever budgeted expenditure of OMR 14.1 billion in the history 
of the Sultanate, the Government has sent out a strong positive message.  Despite 
declining oil prices, Oman’s economy is expected to grow by 5% in 2015.  Growth 
in non-oil activities is expected to reach 5.5% while revenues are projected at OMR 
11.6bn ($30.1bn), which leaves an anticipated deficit of OMR 2.5bn ($6.5bn), 
equivalent to about 8% of Oman’s annual GDP. 

The government will look at different ways to cover the shortfall including international 
loans, borrowing from the local market, state reserve funds and previous years’ surpluses. 

Banking and Financial Sector

The Banking and Financial sector continued to grow steadily with total credits of the 
banking industry reaching OMR 16.8 billion in November 2014 compared to OMR 
15.1 billion at the end of 2013, while total deposits reached OMR 17.3 billion 
compared to OMR 15.5 billion. It is expected that the performance of the financial 
sector will mirror the overall performance of the economy based on the strong 
commitments made by the Government on spending and maintaining momentum, 
the outlook for the sector remains positive.

Islamic banking in Oman is projected to grow at double-digit rates as sharia-compliant 
banking products increasingly gain acceptance and the government’s plans to ease 
restrictions come to fruition.  Launched in 2012, Oman’s nascent Islamic banking 
segment saw assets surge more than fivefold to OMR 1.1 billion ($2.86 billion) at 
the end of the second quarter of 2014, according to a study by Thomson Reuters.

The sector, which comprises of two dedicated sharia-compliant lenders and six 
commercial banks with registered Islamic banking windows, currently represents 
more than 4% of Oman’s total banking assets, but this may increase to 10% by 
2018 if the best-case scenario for asset growth is achieved. Under a base scenario, 
the study estimates Islamic banking assets could reach OMR 5billion ($13 billion) by 
2018, a 7% share of estimated total assets.

Retail Banking

After commencement of operations in September 2013, with the main flag-ship 
branch located in the Central Business District, the Bank further expanded its branch 
network covering key areas in the country including Al Khoudh, Nizwa and Sohar.  
During 2014, retail banking has not only successfully expanded their branch network 
and retail products in the market but have also gained customer confidence and 
acceptance. 

The Bank offers a comprehensive range of Islamic banking products and related 
financial services for the consumers.  Apart from expanding the branch network, 
customers can avail of our services through online banking, mobile banking and 
phone banking.

The Bank’s product suite includes financing products namely Ijarah Home Finance for 
financing the purchase of existing properties, Forward Ijarah Home Finance for the 
financing of under-construction properties, Auto Finance, Goods Murabaha (Personal 
Finance), Service Ijarah (Personal Finance), Credit Cards and  a range of liability 
products namely Current Account, Savings Account, Term Investment Deposit and 
Wakala Investment Deposit.

By streamlining our processes, we have created more time and learning opportunities 
for our staff to act as financial advisors who engage with customers in productive and 
meaningful business discussions. 

In 2015, the Retail Banking division aspires to be a leader in alternative digital 
banking, enhancing new capabilities and customer propositions through alternative 
channels.  Keeping in mind the successful operations of the branches, the Bank plans 
to expand its network in areas where customer demand is high. 

Wholesale Banking

The corporate scene in the Sultanate continues to witness substantial growth 
across various industries. alizz islamic bank’s focus is on meeting its clients’ business 
requirements driven by industry insight, superior technology and commitment to 



exceptional customer service. All our products and services are approved by the 
Bank’s Shari’a Supervisory Board (SSB). Our banking solutions are designed to help 
our clients have the right products and structures.

With an in-depth knowledge across industry segments in Oman ranging from 
Oil & Gas, Infrastructure, Telecommunication, Transportation, Construction and 
Manufacturing to Hospitality and Tourism and Real Estate development, our corporate 
banking team is well positioned to offer a full range of Shari’a compliant financial 
products and services to its clients.  In addition, a thorough understanding of various 
businesses enables our experienced corporate bankers to offer a comprehensive suite 
of corporate solutions in various sectors and industries that meet the requirements 
for both short term and long term banking businesses.

Our business relationships go beyond simply offering products. At alizz islamic 
bank, our vision is to partner with our clients to help identify areas for growth and 
efficiency while recommending practical, cost-effective ways to make the most of 
the opportunities that arise.  

Project Finance & Syndications

The Syndications & Project Finance team at alizz islamic bank has multi-fold roles and 
responsibilities. The team is a highly trained group of individuals who focus on facilitating 
the needs of the customer by providing professional advisory services and cost effective 
solutions to any green field, mainstream, midstream, downstream projects. 

With a diverse professional background and proven track record, the team has the 
knowledge and experience to formulate, structure, and tailor syndication strategies to 
meet clients’ funding requirements for various projects like construction of highways, 
hospitals, offices / residential complexes, power stations, refineries and water 
desalination plants. 

The team actively originates and distributes various types of syndicated funding 
solutions both locally as well as internationally, in addition to participating in 
sophisticated and highly structured transactions that require reduction of risk in 
transactions.  Whether large or complex, the team has the ability to develop and 
deliver solutions that are right for you.

Our Project financing solutions are designed to be flexible and can be simply adapted 
to suit your precise requirements whether you require to finance the expansion of 
operation / infrastructure properties or under construction real estate projects.

Trade Finance 

Our Islamic Trade Finance will help you to foster trading environment where you 
can be sure of timely payments from your buyers and minimize concerns about 
paying your suppliers. The product provides finance for working capital needs of your 
business growth and for local trade and import / export of goods and / or services.

Choose from a suite of products including letters of credit and guarantee, and 
confirmation of documentation credits and documentary credit collection. Our 
processes are completely transparent, with your transaction and account status 
visible to you at all times. What’s more, our talented team of professionals will help 
smooth your path to conducting your business with suppliers and buyers.

Financial Institutions

Our Financial Institutions department is responsible for the overall relationship 
management of both local and international Financial Institutions. The department 
facilitates correspondent banking arrangements to cater to the business and service 
requirements of the bank, and its corporate and retail clients by gaining access to a 
range of products such as International trade, payment, treasury, funded and non-
funded risk participations and primary and secondary syndicated financing.

Treasury & Capital Markets

The main responsibility of the Treasury and Capital Markets Department is to manage 
the gap between the assets and liabilities of the Bank and ensure it has sufficient 
liquidity at all times to meet its financing and customer commitments. 

Apart from managing the Bank’s liquidity, the Treasury department also offers financial 
solutions that assist in managing customers’ potential foreign exchange and other 
liquidity requirements. We work towards meeting those requirements by creatively 
combining foreign exchange and capital market products, in a Shari’a compliant manner. 
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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. 
The function’s main objective is to provide reasonable assurance to both the Board of 
Directors and senior management that the internal control environment in operation 
is robust and protects the assets of both customers and the Bank.   

During 2014, a number of the Bank’s activities were reviewed including IT, Branches, Retail 
and Corporate Finance, Human Resources, Finance and Procurement and Administration.

In addition, the internal audit team also oversaw the successful implementation of state 
of the art software designed to detect and report on potentially fraudulent transactions.

Risk Management

The risk management process in the Bank ensures that the Bank achieves an 
appropriate balance between risk and returns and minimizes the potential adverse 
effects on its financial performance. The Bank accords a great deal of importance to 
risk management and strives to achieve international best practices. Towards this end, 
the Bank subscribes to robust and proactive risk management processes and expects 
to sustain its good performance. The Board approves the Bank’s Business Strategy; it 
also ensures that that the same is consistent with its risk appetite.

The Bank’s risk management policies, procedures and systems are designed to identify 
and analyze risks and set appropriate risk mitigants with controls being regularly reviewed.

The overall responsibility for risk management has been assigned to an independent 
Board Risk and Compliance Committee, which monitors and controls the overall risk 
profile of the Bank. The Bank’s overall risk management process is managed by an 
independent Risk Management Department which identifies, measures, controls and 
mitigates financial risks; the significant risks being Credit Risk, Liquidity Risk, Market 
Risk and Operational Risk.  

During the year, the Bank has commenced the computation and reporting of the 
Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR) in line with the 
Basel III guidelines.

Information Technology

Enabling technology is the key factor in providing a competitive edge to the Bank 
over its peers. IT continues 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 projects including the installation 
of a state-of-the art Core Banking system “Oracle FLEXCUBE Universal” and other 
important technology solutions that strengthened and enhanced the Bank’s position 
to drive scalability, agility, resiliency and governance. 

Developments in technology are changing the way we communicate, work and even think 
and the Bank is constantly looking ahead for those trends that can reshape our business 
and deliver greater value for our customers while still meeting the demands of the market.

The department is up to date with the latest technology and is fully aligned with the 
strategic goals of the bank.

Marketing and Communications 

The Marketing and Corporate Communications Division works to raise public 
awareness about alizz islamic bank and its prominence in the field of Islamic Banking. 
To accomplish this, the department leads the Bank’s branding efforts and collaborates 
with key stakeholders internally and externally in activities designed to support the 
goals and objectives of the Bank.

Becoming one of the top brands in Islamic Banking is one of our key objectives, 
achievable through the quality of our business and our ability to market it. We aim 
to continue to grow brand awareness through various means such as advertising 
and appropriately utilizing our positioning statement and theme through multiple 
communication channels.

As the Bank continues to grow, Management and the Marketing and Communications 
team are working towards enhancing our relationships with the media, regulators and 
government entities to ensure the trust of all our stakeholders and to promote the 
organisation as the leader in quality Islamic banking.



The Marketing and Communications team also aims to enhance customer acquisition 
and support customer retention by providing information on Islamic banking, 
seminars and workshops that promote Islamic finance and through our participation 
in community events.

Corporate Social Responsibility (CSR)

At alizz islamic bank CSR is understood to compliment the Bank’s mission to 
deliver exceptional and sustainable results to our stakeholders by integrating social, 
environmental and economic concerns into our values, strategy and operations in 
a transparent and accountable manner.  We are therefore committed to playing a 
leading role in the communities we serve. 

Human Resources (HRD)

The Human Resources Division of alizz islamic bank works toward attracting and 
retaining talented individuals with a view to building a strong team which is able 
to translate our values into action. We are committed to delivering exceptional & 
sustainable results to our stakeholders and to achieve this, the HRD undertakes 
several key intermediary measures.

The Division has adopted a scientific selection method aligned to our approved 
policies & procedures to ensure we recruit the right talent within the organisation. In 
doing so, we are able to drive a sustainable performance based culture, focused on 
delivery of alizz islamic bank’s objectives which the HRD tracks and monitors through 
an inclusive performance management system.

In conjunction with Management, the HRD actively encourages a learning culture 
across the organisation through internal knowledge-sharing, particularly in areas 
that support business excellence, such as Islamic financing, Shari’a compliance, risk 
management and general knowledge on Islamic products.

Moreover, the HRD is always looking to support the Bank through various internal-
client centric initiatives. Presently the Bank is in the process of acquiring and 
implementing a robust HR management system to better serve its employees and 
provide support through strong management information systems that assist in 

decision making. Additionally, compensation and benefit practices are periodically 
reviewed in an ever changing market to ensure we can achieve the right fit for our 
team as we continue to grow.

As a new bank, we believe there is room for growth, learning and the development of 
local talent to lead this industry.  As it stands, alizz islamic bank has already achieved 
significant Omanisation levels, remaining between 86 and 88 percent in 2014 with 
continued improvement envisaged in the coming period.

Legal  

The Legal Department is responsible for the provision of legal advisory services within 
the Bank and ensuring effective management of legal and contractual risks.  Among 
the various responsibilities, the Department provides legal opinion on corporate 
matters, assists in registration of the Bank’s trademarks and patents, registers 
mortgages with the relevant authorities.

Finance

The Finance Division is responsible for providing financial analysis for strategic decision 
making both at management and at the Board of Directors level. Apart from preparing 
reports for performance management and reporting, it is also responsible for timely 
and accurate reporting of the Bank’s financial information to other stakeholders and 
regulators including the Central Bank of Oman and the Capital Market Authority. 

Compliance

The primary objective of the Compliance function is to work towards keeping the 
Bank’s reputational risk at “zero” level and maintaining public trust and confidence in 
the Bank. Compliance is deemed to be a core risk management activity within the 
organization and is an integral part of its sound risk management framework. The 
Bank endeavours to cultivate a compliance culture, not only as a requirement of law, 
but also as good corporate governance. The Bank has established an independent 
compliance function that reports directly to the Risk and Compliance Committee of 
the Board, to give it the appropriate standing, authority and independence. 
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The Compliance function is also responsible for assessing and advising on changes 
in the regulations, policies, procedures, products and services to ensure on going 
compliance with applicable laws and regulations and internationally accepted best 
practices; overseeing remediation of compliance risks and issues, escalation and 
reporting of compliance risk matters to senior management and the Board and 
maintain constructive relationships with regulators.

The Bank is committed to combating money laundering and terrorism financing as 
the regulatory environment becomes more demanding. To this end, the Bank has 
put in place a comprehensive combating money laundering and terrorism financing 
policy, a state of the art system that ensures the Bank is not utilized as a vehicle for 
money laundering and terrorist financing.

Outlook and Strategic initiatives for 2015

Following our first full year of operation, during which we achieved our key milestones 
and exceeded our planned performance, alizz islamic bank is actively deploying a 
strategy based on the following principles/strategic imperatives:

1. Delivering an exceptional and quality customer experience through continual 
enhancement of our services and customer convenience through state-of-the-
art digital technology

2. Offering new and exciting Islamic products across various key business segments

3. Creating Islamic banking /brand awareness

4. Driving core business growth

5. Running an efficient organization

Delivering an exceptional customer experience continues to be central to alizz islamic 
bank’s strategy, as we aim to be a class apart from our peers.  We are committed to 
offering our customers the best banking experience in not only the Islamic banking 
space but in the banking sector as a whole.  This will also go a long way towards 
promoting Islamic banking as a complete alternative to conventional banking. The 
use of state-of-the-art technology, continuous training of bank employees and 
efficient business processes have already started paying dividends as the Bank is 

increasingly recognised for being a market-leader in e-banking.  

Continued and enhanced training and technology is planned to take the customer 
experience to new heights in 2015 and beyond, and we expect that this will increase 
our fast-growing base of satisfied customers.  Already known for being innovative, 
alizz islamic bank will offer new, exciting and competitive products to our key business 
segments through our various distribution channels 

alizz islamic bank will continue to drive core business growth through well laid plans 
for both Retail and Corporate banking.  In Retail Banking, we will continue to partner 
with various government and private institutions to provide innovative financial 
solutions for their employees. 

In the coming years, alizz islamic bank will expand its distribution network by opening 
new branches, increasing its offsite ATM network, enhancing its online and mobile 
banking platform and establishing a strong sales network.  On the Wholesale Banking 
side, the Bank will primarily focus on large and mid-sized corporates and project 
finance.  Within these segments, the focus will be on core banking products as well 
as trade finance business and ensuring we meet the treasury needs of our large 
corporate clients.

alizz islamic bank will continue to operate as an efficient and lean organization through 
the use of technological tools, designing simple and efficient business processes and 
attracting and retaining quality talent.  We believe this will provide the Bank with a 
great competitive advantage for its long term growth and success.

In summary, in an uncertain economy and a challenging and highly competitive 
market, our priority is to continue to grow a quality order book and secure long-term 
contracts that will ultimately result in sustainable returns. We remain confident that 
by working together and exceeding our customers’ expectations, we will reach new 
heights and achieve our key milestones in 2015 and beyond. 

Salaam 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 Banking activities in accordance with 
the principles of Shari’a. The Bank commenced its operations on 30 September 
2013 and is currently operating with four branches.

 The Bank has established its risk management framework in accordance with the 
requirements of Basel accord and Islamic Banking Regulatory Framework issued 
by the Central Bank of Oman (CBO).

 Basel II Pillar III disclosures include qualitative and quantitative information about 
the Bank’s risk management framework, sharia governance and capital adequacy.

2. SCOPE OF APPLICATION

2.1. Qualitative disclosures

 The Bank is neither part of any group nor has any equity subsidiary, therefore 
Basel II guidelines are applied at Bank level.

2.2. Quantitative disclosures

 The Bank does not own any interest in any Takaful company or any other 
company.

3. CAPITAL STRUCTURE

3.1. Qualitative disclosure

 Bank has authorized share capital of OMR 200 million divided into 2 billion 
shares of OMR 0.100 each while its paid up capital is OMR 100 million divided 
into 1 billion shares of OMR 0.100 each.

 The Bank has commenced commercial operations on 30th September 2013 
and as expected has reported loss during the initial years. As a result the Bank’s 
minimum capital is below RO100million, which is a CBO requirement. The Bank 

is developing an appropriate strategy to comply with the minimum prescribed 
capital requirement. 

 The regulatory capital is classified into two categories – Tier I (Common Equity 
Tier (CET -1), additional Tier 1 capital, and Tier II capital. 

 Common Equity Tier 1 (CET1) Capital consists of (i.) Common shares issued by 
the bank; (ii.) Share premium resulting from the issue of common shares; (iii.) 
Retained earnings net of any interim losses and net of any interim and/or final 
dividend proposed/declared; (iv.) Other disclosed reserves; (v.) Less regulatory 
adjustments applied in the calculation of CET1 Capital.

 Additional Tier 1 Capital consists of the following: (i.) Capital instruments issued 
by the bank that meet the criteria specified for additional tier 1 capital, and 
are not included in CET1 Capital; (ii.) share premium resulting from the issue 
of Additional Tier I instruments; (iii.) Less regulatory adjustments applied in the 
calculation of Additional Tier 1 Capital.

 Tier 2 Capital consists of the following: (i.) Capital instruments issued by the bank 
that fulfill specified criteria Tier 2 capital instruments, and are not included in Tier 
1 Capital; (ii.) Share premium resulting from the issue of Tier 2 instruments (iii.) 
Financing loss provisions as follows: General Provisions subject to a maximum of 
1.25% of total credit risk weighted assets determined under the Standardized 
Approach for credit risk; (iv.) Revaluation reserves with a haircut of 55% (v.) 
Profit Equalization & Investment Risk Reserves. (vi.) Less regulatory adjustments 
applied in the calculation of Tier 2 Capital. 

 Equity of unrestricted investment account holders is not considered as part of 
regulatory capital and the Bank is not reducing its risk weighted assets for jointly 
financed assets.
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3.2. Quantitative disclosure

S. No. Elements of capital
Amount

(RO ‘000)
Tier I Capital

1 Paid-up capital 100,000
2 Share premium -

3 Legal reserves 290
4 General reserves -

5 Subordinated loan reserve -

6 Stock dividend -

7 Retained earnings (8,900)

8 Non-cumulative perpetual preferred stock -

9 Other non-distributable Reserve -
Total Gross Tier I Capital 91,390

Deductions

10 Cumulative Losses on Fair Value (15)

11 Goodwill -

12 Deferred Tax Asset (1,118)

13 Intangible Assets, including losses, cumulative unrealised losses recognised directly in equity (2,363)

14 Reciprocal crossholding of Bank capital, artificially designed to inflate the capital position of Banks -

15 50% of investments in the capital of Banks and other financial entities, other than reciprocal cross holdings of Bank capital -

16
50% of Significant minority and majority investments in commercial entities, which exceed 5% of the Bank’s net worth for individual 
significant investments and 20% of the Banks’ net worth for aggregate of such investments

-

17 50% of shortfall in the regulatory capital requirements in the un-consolidated entities -

18 50% of · Investments in unconsolidated Banking and financial subsidiary companies associates or affiliates, etc -
19 Tier I capital after all deductions 87,894



S. No. Elements of capital
Amount

(RO ‘000)
Tier II Capital

20 Undisclosed reserves -

21 Cumulative fair value gains on AFS investments (upto 45%)

22 General loan loss provisions / Collective provision 801
23 Subordinated debt -

24 Hybrid debt capital instruments -
25 Total Tier II capital 801

Deductions

26 50% of investments in the capital of Banks and other financial entities, other than reciprocal cross holdings of Bank capital -

27
50% of significant minority and majority investments in commercial entities, which exceed 5% of the Bank’s net worth for individual 
significant investments and 20% of the Banks’ net worth for aggregate of such investments

-

28 50% of shortfall in the regulatory capital requirements in the un-consolidated entities -

29 50% of · Investments in unconsolidated Banking and financial subsidiary companies associates or affiliates, etc. -
30 Total deductions from Tier II -

Tier II Capital (Net) 801

31 Tier III Capital (eligible) -

32 Total Regulatory Capital 88,695

33 Total amount of unrestricted IAH funds 4,032

34 Profit Equalisation Reserve (PER) and Investment Risk Reserve (IRR) -
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4. CAPITAL ADEQUACY 

4.1. Qualitative disclosures:

 The capital requirement of the Bank is assessed with the compilation of the annual business plan, which takes into account the planned growth. The Capital 
Adequacy requirements are reviewed on an on-going basis by the ALCO and the Board. Adequate capital in relation to the risk profile of the Bank’s assets leads to 
financial stability of the Bank and also results into increased confidence of the stakeholders. 

 In respect of approaches for computation of capital charge for credit, market and operational risks, Bank has subscribed to Standardized approach for measurement 
of credit risk and market risk and Basic Indicator approach for measurement of operational risk.

 The objective of the Bank is to maintain a strong Capital Adequacy Ratio and that the Bank remains adequately capitalized at all times. Further, requirement of 
capital also takes into account the current level of risk, planned growth and an assessment of envisaged risks for the forecasted period.

 The Bank has in place an ICAAP (Internal Capital Adequacy Assessment Process) Manual approved by the Board in line with the Basel II guidelines. The main 
objective of ICAAP is to ensure that the Bank not only satisfies the minimum regulatory capital requirements (Pillar 1) against credit, market, and operational risks, 
but also maintains adequate systems and controls for business risks, such as concentration risk, reputation, liquidity etc., The additional capital is based on the overall 
risk profile of the Bank and changes in the external operating environment. 

 Capital Adequacy requirements take into account the specific risks of the Islamic financing instruments.  The financing assets in the books mainly comprise of Ijara, 
Murabaha and Investments. 

 In case of Ijara the assets are mortgaged to the Bank, 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 LPO 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.

 Investments in Sukuk comprise of certificates that gives the Bank the entitlement to receive returns on an asset of which the ownership is not transferred to the 
Sukuk holders (asset-based Sukuk).

 Assets funded by URIA funds are risk weighted at 100% in view of requirements of the CBO and displaced commercial risk.



4.2. Quantitative disclosures

 Capital adequacy ratio, capital requirements for various types of risks and composition of capital is presented as follows:

S. No Details
Net balances (book value) 

(RO ‘000)
Risk weighted assets 

(RO ‘000)
1 On-balances sheet items 116,724 73,154
2 Off-balance sheet items 8,774 4,243
3 Derivatives (Banking Book)           -           -

4 Total    125,498 77,397
5 Tier 1 Capital 87,894
6 Tier 2 Capital 801
7 Total Regulatory Capital 88,695

7.1 Capital requirement for credit risk 9,288
7.2 Capital requirement for market risk 1,328
7.3 Capital requirement for operational risk 436
8 Total required capital 11,052
9 Tier 1 Ratio 95.43%
10 Tier 2 Ratio 0.87%
11 Total Capital Ratio 96.30%
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S. No. Details Simple Approach 
(RO ‘000)  

1 Tier I Capital (after supervisory deductions) 87,894
2 Tier II capital (after supervisory deductions and up to eligible limits) 801
3 Risk weighted assets – Banking book 77,397
4 Risk weighted assets – operational risk 3,636

5 Total Risk Weighted Assets – Banking Book + Operational Risk 81,033

6
Minimum required capital to support RWAs of Banking book and operational risk 9,724
i) Minimum required Tier I Capital for Banking book and operational risk 8,907

ii) Tier II Capital required for Banking book and operational risk                            -   

7 Tier I capital available for supporting trading book 78,971
8 Tier II capital available for supporting trading book  - 

9 Risk Weighted Assets – trading book 11,068
10 Total capital required to support trading book 1,328
11 Minimum Tier I capital required for supporting trading book 379
12 Used Eligible Tier III Capital                            -   

13 Total Regulatory Capital 88,695
14 Total Risk Weighted Assets – Whole Bank 92,101
15 BIS Capital Adequacy Ratio 96.30%

5. INVESTMENT ACCOUNT HOLDERS:

5.1. Qualitative disclosures

 The Bank accepts deposits from Investment Account Holders (IAH) under Mudaraba contract by virtue of which Bank invests 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. Currently, the Bank 
does not accept deposits towards Restricted Investment accounts.



 Bank primarily offers URIA investment accounts: savings deposits and term deposits under the Mudaraba contract to individual customers, Term deposits under the 
Mudaraba contract are available to corporate customers too.   

 Product information on asset and liability products, and other banking services provided by the Bank are available on the Bank’s website: www.alizzislamic.com and are 
also contained in the marketing material brochures available at the branches.

 The Bank charges a management fee (Mudarib fee) to IAH. Of the total income from investment accounts, the income attributable to account holders is allocated to 
investment accounts after setting aside amounts towards provisions, direct expenses (if any), reserves: Profit Equalization Reserve (PER) and Investment Risk Reserve 
(IRR) and Bank’s share of income as a Mudarib. The allocation of income is determined in accordance with the Profit Distribution Policy of the Bank which is approved 
by the Sharia Supervisory Board which also forms part of the Terms and Conditions of the agreement with the IAH.

 IAHs funds are invested and managed in accordance with Shari’a requirements. Profit is paid to the URIA investors at quarterly intervals.

 As of December 2014, Bank invested the URIA funds in financing assets comingled with Shareholders’ funds. The Net Income of the pool comprises of profit from 
financing assets reduced by General provisions thereon.   

 Bank is committed to pay competitive rate of returns to its investors by accepting Displaced Commercial Risk (DCR). DCR is explained in detail in paragraph 8.6. 

 In order to pay its investors competitive rate of return the Bank may waive partially or entirely its management fee (Mudarib share). The Net income from the pool after 
accounting for Mudarib fee, is reduced further by transfer to PER and IRR in line with Shari’a requirements. 

 The IAH’s are allowed to prematurely withdraw their funds. No penalty is charged in such cases. However, the IAH’s will be paid profit commensurate to the tenure the 
investments remained with the Bank.

 Policy governing management of unrestricted funds is in place, the same covers approaches to the management of the investment portfolio, establishment of prudential 
reserves, and calculation, allocation, distribution of profits.

 Investment objectives and policies that are offered to the unrestricted IAH are based on the general business strategy and risk policies of the Bank.

 Profit Equalization Reserve (PER) and Investment Risk Reserve (IRR) have been explained in detailed in paragraph 7.2 and paragraph 7.3. No allocation have been made. 
During the year 2014, Bank did not allocate PER and IRR in lieu of pool performance. 
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5.2. Quantitative disclosures

 Return on Assets

Item RO’000

Amount of Total Net Income – before distribution of profit 1,936

Total amount of assets 119,619

Return of Assets (ROA) 1.61%

 Return on Equity

Item RO’000

Amount of Total Net Income – after distribution of profit 1,932

Amount of shareholder’s equity 91,374

Return of Equity (ROE) 2.11%

 Equity of unrestricted investment account holders 

S. No  Type RO ‘000

        1 Saving accounts 3,568

        2 Term accounts 464

Total 4,032

Profit sharing ratio (Mudarib : Investment Accountholders) 60:40

Average Profit paid to investment accountholders 0.57 %



 Computation of Pool income/loss

 Pool Income Amount (RO)

Income from financing 1,156,642

Income From Placement 260,642

Total 1,417,284

Less: Pool Expenses

Provision (849,731)

Net Pool Income 567,553

 Profit rates paid to investment account holders

Product type Profit rates

Saving accounts  0.20%

Investment term deposits 3 months 0.25%

Investment term deposits 6 months 0.45%

Investment term deposits 9 months 0.65%

Investment term deposits 12months 0.85%

 The Bank had no off-balance sheet exposures arising from investment decisions.
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6. RESTRICTED INVESTMENT ACCOUNTS

 The Bank does not have any restricted investment accounts as at reporting date.

7. RETAIL INVESTORS - ORIENTED DISCLOSURES FOR INVESTMENT ACCOUNTS

7.1. Distribution methodology

 The Bank abides by the following profit distribution methodology for its distributing profits to Investment Accountholders (IAH). Total income from Islamic financing 
and investing activities in respect of the common pool will be calculated using the best 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 will be calculated in accordance with the following formula:

 N = G – (E+P)

 Where: 
 N = Net Profit
 G = Gross Profit
 E = Direct expenses in relation to financing and investing activities of the pool 
 P = Provisions for bad and doubtful accounts

 Profits of financing and investment jointly financed by the Bank and the URIA holders shall be allocated between them according to the contribution of the Bank 
and the Depositors in the common pool. All set up costs and pre-operative expenses will be borne by alizz Islamic Bank as a Mudarib as required by Shari’a.

 All direct expenses relating to financing and investing activities, provision for bad and doubtful debt and depreciation of the investment assets in the pool (if any) 
shall be deducted from the income of the common pool prior to the distribution of profit to the account holders.

 The Bank shall ensure the following:

• All pre-operative expense (including all necessary infrastructure manpower, systems, and compliance to the requirements of the licensing and regulatory 
authorities, etc.,) shall be borne by Bank as Mudarib. 

• All administrative and general expense (including staff expenses) shall be solely borne by the shareholders from the date of commencement of the Bank’s 
operation. 

• Fees, charges (LC, LG, general Banking and allied services) is Bank’s income and such income shall not be included in the Common Pool. 

• Depreciation expenses relating to the fixed assets owned by the Bank (other than those meant for the investment in the common pool) shall not be charged to 
the Common Pool and shall be charged to the shareholders. 



• Undesired income relating to the Shari’a repugnant transactions shall be deducted from the shareholders share of profit. 

• Bank shall only calculate and pay Zakat for the shareholders equity invested in the Common Pool. 

• Net profit shall be available for distribution between the shareholders and the IAH.

• Before distributing the net profit of the Common Pool, PER shall be established by transferring a suitable percentage (maximum 10%) of the net profit on an 
annual basis. Transfers and deductions from this reserve shall be carried out with prior approval from the Bank’s Shari’a Supervisory Board. 

• The Mudarib’s profit share (Bank) shall be calculated by applying a predefined percentage (between the Bank and the investment accountholders) to share the 
profit from the Common Pool. The Bank’s share as Mudarib shall be 60% while IAH share will be 40%.

• Investment Risk Reserve shall be created out of the IAH share of profit (maximum of 10%).

• In case the balance in the reserve account is not sufficient, shareholders may grant part of their share of profit to the depositors with the approval of the Bank’s 
Sharia Supervisory Board.

• The assessment of provision shall be made by the Bank on a regular basis. 

• The PER shall be used for smoothing the returns that is paid to the Investment Accountholders and Shareholder. Any loss of IAH shall be covered from the 
Investment Risk Reserve (if any). 

• Any loss due to negligence or misconduct on the part of the Bank shall be deducted from the Bank’s share in the profits of the common pool. Any excess of 
such loss shall be deducted from the Bank’s share of fund in the common pool.

7.2. 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 and increase owners’ equity.

• The percentage (upto a maximum of 10%) being set aside for the purpose of PER 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.

• Balance of PER shall be maintained as a current account.
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7.3. Investment Risk Reserve 

• The Bank (at its discretion) shall apportion an amount out of the income of IAH, after allocating the Mudarib share, in order to cater against future losses for 
Investment accountholders.

• The percentage of IRR (upto a maximum 10%) shall be 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.

7.4. Profit distribution on investment accounts on Wakala basis 

 Wakala deposits are accepted by the Bank. Terms and conditions of Wakala accounts are outlined in Master Wakala Agreement entered between customers and 
the Bank. Bank charges flat management fee from the customers. Performance return benchmark is agreed with customers. Any income generated beyond the 
performance bench mark is retained by the Bank as an incentive. 

8. RISK EXPOSURE AND ASSESSMENT

 The process of risk management is one that identifies key risks, measurement and monitoring thereof in a consistent manner, assuming risks that are within the risk 
appetite of the Bank. The primary goal of risk management is to maximize the shareholder value. The Bank is exposed to key risks: credit risk, equity investment risk, 
liquidity risk, rate of return risk, market risk and operational risk. 

 A structured framework has been established to ensure that alizz Islamic Bank’s business strategy and operations are linked to its risk management objectives. The risk 
management strategy is supported by an integrated risk management framework, which clearly spells out the roles and responsibilities of the Board of Directors, Board 
Risk and Compliance Committee, Management risk Committee and Asset Liability Management Committee for management of the range of risks, including, in particular, 
credit risk, equity investment risk, liquidity, rate of return risk, market risk, operational risk and reputation 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 appetite, risk management strategy, risk policies, delegation of authorities to the Executive Committee of the Board, 
Management Credit Committee and Executives to approve financing exposures. In this respect Board has approved various policies.

• The Board of Directors also oversee the establishment and implementation of risk management systems and policies for balance sheet risks and operational risk 
(including regulatory and compliance)

 The Bank’s risk strategy is backed by appropriate limit structures, which is articulated through the Risk Management Policies. 

 



 The Board of Directors have established a Board Risk and Compliance Committee to monitor and review the risks in the Bank’s activities. To support risk management 
at the Management level, alizz Islamic Bank has implemented dedicated functions charged with the responsibility for monitoring, measuring and evaluating risk. At 
the management level a Management Risk Committee has been set-up. 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 alizz Islamic Bank and manage the day-to-day risks

 The risk management 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.

 The risk management policies which inter-alia define the risk appetite of the Bank are approved by the Board, the policies and process for management of risk have 
proved to be effective. Policies and processes are in place for measurement and reporting of credit risk, liquidity risk, rate of return risk, market risk and operational risk in 
the Bank.

 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 incorporate in 
the financing documents. Efforts are made to obtain collateral by way of mortgage of real estate, obtaining individual/corporate guarantees towards facilities granted to 
individual and legal entities.

 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: In implementing the guidelines of Basel II, CBO requires Banks in the Sultanate of Oman to maintain a capital adequacy ratio of 12%.

 Basel III: The Basel Committee for Banking Supervision released the Basel III guidelines in June 2011. CBO in line with these requirements has issued a circular on the 
new capital norms and liquidity ratios: Liquidity Coverage ratio (LCR) and the Net Stable Funding Ratio (NSFR), the reporting and implementation schedule have also 
been finalized. In respect of revised capital norms, Capital Conservation buffer and Counter Cyclical buffer has 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 domestic economic 
situation. In respect of the LCR and NSFR, reporting thereof has already been put place. Phased-in threshold limit for LCR has been put in place. The Bank is reporting 
the Capital Adequacy Ratio under Basel III, and LCR & NSFR at monthly intervals to the Central Bank of Oman. The Bank is in compliance with the threshold limits 
prescribed by the CBO.

 In implementing the guidelines of Basel III, CBO requires Banks in the Sultanate of Oman to maintain a capital adequacy ratio of 12.625 % and LCR of 60% (to reach 
100% by 2019). Bank is compliant to the same.

 Risk is an integral part of alizz islamic bank’s business and managing it is critical to the Bank’s continuing success and profitability. The objective of effective risk 
management is to enhance shareholder value through business profits commensurate with the risk appetite of the Bank. The timely identification and management of 
risks is an important element in the Bank’s risk management strategy. Policies are in place which enable timely identification and management of risks.
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8.1. CREDIT RISK:

8.1.1. Qualitative disclosures

 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. alizz islamic 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. 

 The Bank has set for itself clear and well defined limits to address different dimensions of credit risk including concentration risk. 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 Risk Management Department.

 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 weightings. 

 It is ensured that the financing exposures assumed by the Bank are well within acceptable parameters. The Credit Risk Policy of the Bank approved by the 
Board has well defined limits for the different aspect of credit risk. Policies and procedures on credit risk are periodically reviewed to ensure that the same 
are aligned to the current best practices. 

  Credit risk makes up the largest part of the Bank’s risk exposure. 

8.1.1.1. 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. Corporate and financial institutions financing proposals are subject to annual review. 
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, 
countries, 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.  

8.1.1.2. 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. 

8.1.1.3. 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.



8.1.1.4. 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.

8.1.1.5. Credit Risk rating: The Bank has in place a Credit Risk Rating system to rate its corporate customers. The Credit Risk Rating has 10 ratings, with 
rating 8 onwards would be considered default cases. Default cases would be segregated based on time-based criterion of past due days and/or 
qualitative parameters prescribed by CBO. The Bank also evaluates the credit risk of its corporate counterparties by using the Altman’s Z score.  The 
Bank uses the Moody’s, Fitch and Standard & Poors rating for risk weighting its assets. The ratings are used for Sovereign and Bank exposures.

8.1.1.6. Past-due financing exposure: Past due and impaired financing assets are classified based on the guidelines provided by CBO in their circular 
BM977. Specific and General Provisions is provided on the exposures in line aforesaid guidelines. However, comprehensive risk management 
systems in the Bank ensures minimal impact of impairment.

8.1.1.7. 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.

8.1.1.8. 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 are fully or partially 
collateralized. 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 and Shari’a’ scholars.

 The collaterals that is 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.), Bank payment guarantee/stand-by LCs, mortgage over immoveable property (real estate, warehouses etc.), mortgage 
over machinery and equipment and Government or Corporate Guarantees of companies. 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 mortgage 
loans, which are assigned 35% risk weight).
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8.1.2. Quantitative disclosures

 Gross and average credit risk exposure 

Gross Exposure
RO ‘000

% of total – Gross 
Exposure

Average Exposure
RO ‘000

Due from banks 19,088                16.9%          40,306

Murabaha receivables 18,457                         16.3%            9,473 

Ijarah muntahia bittamleek 52,356 46.4%          27,933 

Contingent liabilities and commitments           22,969 20.4%          11,485

Total 112,870 100%

 Credit quality by type of financing contracts

 Credit quality table

Type of financing contract
Neither past 
due or non-
performing

Past due but 
performing

Non-
performing

Total

RO ‘000 RO ‘000 RO ‘000 RO ‘000

Murabaha receivables 17,577      816       64 18,457 

Ijarah muntahia bittamleek 49,869   2,487        - 52,356 

Total 67,446   3,303    64 70,813 

 Analysis of past due but performing contracts 



Type of financing contract
Less than 30 days 31 to 60 days 61 to 90 days Total

RO ‘000 RO ‘000 RO ‘000 RO ‘000

Murabaha receivables     716    80   20     816 

Ijarah muntahia bittamleek  2,344  143            -  2,487 

Total  3,060  223   20  3,303 

 Geographical concentration of Credit risk exposure

Class of financial asset
Oman GCC Rest of the world Total

RO ‘000 RO ‘000 RO ‘000 RO ‘000

Due from Banks 14,913   224 3,951 19,088

Murabaha receivables 18,165             -               -   18,165

Ijara muntahia bittamleek 51,832             -               -   51,832

Regional listed sukuk               -   6,702   745   7,447 

Total 84,910 6,926 4,696 96,532

 Economic sector distribution of credit risk exposure

Economic sector type
Financing Investments Total

RO ‘000 RO ‘000 RO ‘000

Construction and real estate 24,338              -   24,338

Banks and financial institutions               -       1,514  1,514

Sovereigns               -       5,135  5,135

Trading and manufacturing 12,022        797 12,819

Personal 33,638                -   33,638

Total 69,998   7,446 77,444
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8.2. Liquidity risk: 

8.2.1. 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 comprising of an Asset and Liability Management Committee and Treasury. 

 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. 

 alizz islamic 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 facilities, 
to ensure that sufficient liquidity is maintained within the Bank as a whole. Liquidity requirements are met from deposits from IAH and shareholders’ funds,

 The Bank is subject to liquidity gap limits prescribed by the CBO and for areas where discretion is given to the Bank, internal limits have been put in place. 

 A comprehensive Liquidity Contingency Policy is in place, it defines the strategy for handling a liquidity crisis, planning under alternative scenarios and alert 
levels. 

 Reporting and measurement of liquidity risks

 The monthly Maturity of Assets and Liabilities statement is a calendar item at the meetings of the ALCO.

 The monthly liquidity position is monitored through the monthly Maturity of Assets and Liabilities statement to ensure that the gaps are within the limits 
prescribed by CBO and in-house prescribed limits.

 ALCO meets at monthly intervals or shorter frequencies to ensure an effective monitoring of the liquidity position.



8.2.2. Quantitative Ratios

Liquidity ratios  Percentage

Financing Ratio 64.1%

Financing to customers to total assets 58.5%

Equity to total assets 76.4%

Short term assets/total assets 34.3%

Short Term Assets/Short Term Liabilities 208.2%

Prime Assets/ Total Assets 34.27%

Prime Assets/ Volatile Liabilities 417.44%

Liquidity coverage ratio 2031.7%

Net stable funding ratio 135.5%
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8.2.3. The table below summarize the maturity analysis of financing and various categories of funding:

Maturities of Assets and Liabilities - Islamic
Currency: All

        Date: 31st December 2014  EQ OMR 000’s

No  Inflows (Assets and OBS)   
Upto 1 
month

1 - 3 
months

3 - 6 
months

6 - 9 
months

9 - 12 
months

1 - 3 
years

3 - 5 
Years

Over 5 
Years

Total

           
1 Cash on Hand 1,834 0 0 0 0 0 0 0 1,834
2 Deposits with CBO 12,602 0 0 0 0 0 0 125 12,727
A Float 12,602 0 0 0 0 0 0 125 12,727
B Deposit 0 0 0 0 0 0 0 0 0
C Demand 0 0 0 0 0 0 0 0 0

3
Balances due from HO/Affiliates/ 
Branches 

0 0 0 0 0 0 0 0 0

4 Balances due from Other Banks 19,088 0 0 0 0 0 0 0 19,088
5 Investments 0 0 7,387 0 0 0 0 0 7,387
6 Bills of Exchange and Promissory Notes 0 0 0 0 0 0 0 0 0
7 Overdrafts 0 0 0 0 0 0 0 0 0
8 Loans and Advances* 9,221 3,305 4,958 4,956 4,099 17,769 9,200 16,541 70,049
A Loans and Advances (Corporate) 9,221 3,305 4,958 4,956 4,099 17,769 9,200 16,541 70,049
B Loans and Advances (Retail) 0 0 0 0 0 0 0 0 0
9 Non Performing Loans 0 0 0 0 0 0 64 0 64
A Classified RR7 0 0 0 0 0 0 0 0 0
10 Fixed Assets 0 0 0 0 0 0 0 6,225 6,225
11 Net Inter -branch Transactions 0 0 0 0 0 0 0 0 0
12 Accrued Interest 0 0 0 0 0 0 0 0 0
13 Other Assets 0 1,035 0 0 0 0 0 1,158 2,193
14 Swaps 0 0 0 0 0 0 0 0 0



15 Reverse Repos 0 0 0 0 0 0 0 0 0
16 Spot and Forward Purchases 0 0 0 0 0 0 0 0 0
17 Options 0 0 0 0 0 0 0 0 0
18 Bills Rediscounted 0 0 0 0 0 0 0 0 0
19 Committed Lines of credit 0 0 0 0 0 0 0 0 0

20
Others (Unavailed poation -CBO Direct 
lending Scheme)

0 0 0 0 0 0 0 0 0

           

 Total 42,745 4,340 12,345 4,956 4,099 17,769 9,264 24,049 119,567

No. Outflows (Liabilities and OBS)          
1 Current Deposits 2,229 2,229 1,672 1,114 1,114 0 0 2,786 11,144
2 Saving Deposits 178 178 178 178 178 892 892 892 3,568
3 Time Deposits 6 92 123 5 214 0 0 188 627
4 Other Deposits 0 0 0 16 0 0 0 0 16

5
Balance Due to Head Office/Affiliates/ 
Branches

0 0 0 0 0 0 0 0 0

6 Balance Due to Other Banks 5,000 0 0 0 0 0 0 0 5,000
7 Certificate of Deposits 0 0 0 0 0 0 0 0 0
8 Other Borrowings 0 0 0 0 0 0 0 0 0
9 Net Inter - branch Transactions 0 0 0 0 0 0 0 0 0
10 Bills Payable 0 0 0 0 0 0 0 0 0
11 Interest Payable 0 0 0 0 0 0 0 0 0

12
Provisions other than for Loan Losses and 
Investments

0 0 0 0 0 0 0 0 0

13 Other Liabilities 0 0 7,871 0 0 0 0 0 7,871
14 Swaps 0 0 0 0 0 0 0 0 0
15 Repos 0 0 0 0 0 0 0 0 0
16 Spot and Forward Sale 0 0 0 0 0 0 0 0 0
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17 Options 0 0 0 0 0 0 0 0 0
18 Bills Rediscounted 0 0 0 0 0 0 0 0 0
19 L/C,L/G,Acceptance 0 0 0 0 0 0 0 0 0
20 Committed Lines of Credit 0 0 0 0 0 0 0 0 0

21
Unutilized Portion of Loans and Advances 
and Overdrafts

0 0 0 0 13,892 0 0 0 13,892

22
Others (Unavailed poation -CBO Direct 
lending Scheme)

0 0 -75 0 0 0 0 0 -75

23 Capital 0 0 0 0 0 0 0 100,000 100,000
24 Reserves 0 0 0 0 0 0 0 290 290
25 Retained Earnings 0 0 0 0 0 0 0 -8,874 -8,874
26 Sub - Ordinated Debts 0 0 0 0 0 0 0 0 0
27 Others (Specify) 0 0 0 0 0 0 0 0 0

           

 Total 7,413 2,499 9,769 1,314 15,399 892 892 95,282 133,459

 Cumulative Liabilities 7,413 9,912 19,680 20,994 36,393 37,285 38,177 133,459 266,919

 Gap 35,332 1,841 2,577 3,642 -11,300 16,877 8,372 -71,233 -13,892

 Cumulative Gap 35,332 37,173 39,750 43,392 32,092 48,969 57,341 -13,892  

 
Cumulative Gap as a % of Cumulative 
Liabilities

476.64% 375.04% 201.98% 206.69% 88.18% 131.34% 150.20% -10.41%  

The Bank is in compliance with CBO stipulated cumulative negative gap limit of 15% upto the one year time band as is evident in the table above.



8.3. Market risk:

8.3.1. 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. 

 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 alizz Islamic Bank are set out below:

8.3.1.1. 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 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. The Bank conservatively 
restricts its Net Open Position below 39.2% of the net-worth of the Bank vis-à-vis the Regulatory limit of 40%.

8.3.1.2. 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 assets and 
investment account holders. The profit distribution is based on profit sharing agreements, 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). 

8.3.1.3. Price risk: Investment 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 investments are held in the Available for Sale category, the same are marked to market on a daily basis based on their market value available 
on recognized exchanges. 

 The Bank allocates capital for its investment portfolio based on the Basel II standardized approach based on issuer rating.  

 The Bank does not assume trading positions in its books and neither has any exposure to the equity market.
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8.3.1.4. Commodity risk: The Bank does not have exposure to the commodity market.

 Measurement of Market Risks; The Bank has exposure in foreign exchange and as such is exposed to foreign currency risk. However, significant amount of 
foreign currency are either in GCC currencies or USD which are pegged to OMR, therefore result of any sensitivity analysis will not be material.

8.3.2. Quantitative disclosures

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

 Breakdown of market RWA by:

Market risk position RWA (RO’000)

Equity position risk  NIL

Foreign exchange risk 11,068

Commodity risk  NIL

 Foreign Exchange risk- Net Open Position (NOP):

Shari’a Compliant contracts Amount subject to Market Risk (RO’000)

Foreign Exchange - NOP 11,068

Percentage of NOP to Regulatory Capital 12.4%

Regulatory Ceiling 40.0%

 The Bank is in compliance with the CBO prescribed NOP limit of 40% of the networth.

 Price Risk - Impact of 10% fall in price:

Change in price Effect on equity

Investment type RO ‘000

Regional listed Sukuk 10% 745 



8.4. Operational risk: 

8.4.1. Qualitative disclosure

 Operational risk is the risk inherent in all business activities that losses will result from inadequate or failed internal processes, people and systems, or from 
external events. Primary responsibility for the day-to-day management of operational risk lies with alizz Islamic Bank’s individual business units and support 
units. Each unit is responsible for ensuring that each function complies with the defined and approved operational framework through the establishment of 
procedures, internal controls, a succession plan and reliable and timely management reporting.

 The Bank’s operational risk management policy provides the framework to identify, assess, monitor, control and report operational risks in a consistent and 
comprehensive manner across the Bank. A distinct operational risk management function is being formalized to independently support business units in the 
management of operational risks. The objectives of operational risk management at alizz Islamic Bank are as follows:

• To achieve strong risk control by harnessing the latest risk management technologies and techniques, resulting in a distinctive risk management capability, 
enabling business units to meet their performance and growth objectives.

• To enable adequate capital allocation in respect of potential impact of operational risks.

• To minimize the impact of operational risks through means like a fully functional business continuity plans, up-to-date documentation and by developing 
general operational risk awareness within the Bank.

• Results of monitoring of operational risk will enable proper performance evaluation and compliance.

 Business units have the primary responsibility for identifying, measuring and managing the operational risks that are inherent in their respective operations. 
Operational risk is controlled through a series of strong internal controls and audits, well-defined segregation of duties and reporting lines, detailed operational 
manuals and standards. Internal audit function independently reviews effectiveness of the Bank’s internal control and its ability to minimize the impact of 
operational risks. Going ahead trainings on operational risk will be imparted to the employees, based on the library of operational risk events reported the 
processes will be reviewed to enhance the controls.

 Information on operational risk events, losses on account of such events will be a calendar item at the meetings of the Management Risk Committee, this 
report will include a review of the Risk Management department and the concerned line manager. Provision on Shari’a non-compliance risk forms part of 
the Operational Risk Management Manual of the Bank. Management Risk Committee undertakes periodic analysis of operational risk events to identify the 
root cause for the event and take appropriate actions to mitigate the same.

 The Bank follows the Basic Indicator approach for determining operational risk.
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 Business Continuity Management: 

 Business Continuity Management is the implementation of measures, planning and preparation to ensure that the Bank continues to operate at a pre-
decided level following an unplanned event or disruption in operations.

 The Bank has documented draft Business Continuity Management Guidelines which outlines the process that will evolve into a comprehensive Business 
Continuity Plan and conducted Business Impact analysis. The objective of the Business Continuity Plan is to ensure that its systems and procedures are 
resilient to ensure business continuity through potential situations of failure. 

8.4.2. Quantitative Disclosure

Calculation of Capital Charge (Operational Risk) Period ended 31 December 2014 (OMR’000)

Net profit income  1,793 

Other operating income 146 

Total  1,939 

Average    1,939 

RWA- Operational risk     3,636 

 As the Bank is in operation for less than three years, latest gross income has been considered as average gross income for computing risk weighted assets 
for operational risk.

8.5. Rate of Return Risk

Qualitative disclosure

 The factors that affect the rate of return are the profits rates on the financing and liabilities of the Bank, which are driven purely on the returns earned by the Bank 
on the financing, which again are impacted by several market forces. 

 The Bank monitors and measures the factors that give rise to the rate of return of risk through the Sensitivity of Assets and Liabilities statement on a monthly basis. 
Sensitivity analysis of the impact of profit rate movement in the market on the profits of the Bank is carried out at monthly intervals. 

 The sensitivity analysis of the impact of profit rate movement in the market by 200 basis points showed it would have an impact on the income of the Bank by RO  
0.860 million. 



8.6. Displaced Commercial Risk (DCR)

 DCR refers to the magnitude of risks that are transferred to shareholders in order to cushion the IAH from bearing some or all of the risks to which they are 
contractually exposed under Mudaraba financing contracts. Bank has in place a policy to create PER and IRR to mitigate DCR in case Mudaraba Pool performance 
is below the market bench mark. 

8.7. Contract Specific Risks

 The Credit Risk Appetite 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 contract as provided in the IBRF is taken into account for the purposes of computing the CAR of the Bank.      

Credit RWA (OMR) Market RWA (OMR)

Ijara – Muntahia Bittamleek 52,356 36,018

Murabaha 18,440 16,830

Letter of Guarantee* 1,293 1,293

Letter of Credit* 520 520

 *after applying credit conversion factor

9. General Disclosure from Corporate Governance  

9.1. 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 alizz islamic Bank (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

 General Disclosure about Consumer 

 As part of the overall consumer engagement we have implemented blended approach to disclosure all product & services information to customers. The following 
approaches has been used to publicize product & service information to customers:
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• 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 and are well versed with Islamic Banking concept 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 Bank has in place four channels through which the customer can lodge his/her compliant. The channels are: 

• email: customerservice@alizzislamic.com , 

• Call Centre: 8007 2265, 

• Regular post: Head of Service Quality, alizz islamic bank, Alizz tower, P. o. Box. 753, CBD Area, PC 112, Sultanate of Oman, Fax No. +968 24781900, and 

• Branches 

 The above details have been provided in the website of the Bank: www.alizzislamic.com

 The complaints received through these channels are handled by a Service Quality Manager who is reporting to the Head of Retail Banking department.

 Quantitative disclosure

 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 2014 were as follows:

Assets Directors
Other Related 

Parties
Total

Murabaha receivables - 583,507 583,507 
Ijarah muntahia bittamleek - 1,032,659    1,032,659 
Total - 1,680,396    1,680,396 

 Complete disclosure of related parties has been provided in bank’s financial statements and corporate governance report which are available on bank’s 
website www.alizzislamic.com. 

9.2. Shari’a Governance  

 The Shari’a governance arrangements in the Bank comprise of the Shari’a Supervisory Board (SSB) at the Board level. The Shari’a Audit and Compliance department 
(SACD) in the Bank headed by Internal Sharia Reviewer (ISR). 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 which is also published as part of Annual Report. SSB has approved Shari’a Audit and Compliance Manual 
and Shari’a non-compliance Risk Policy.  

 ISR is an experienced professional and is the Secretary to SSB. SACD is divided into Shari’a Compliance Unit (SCU) and Shari’a Audit Unit (SAU). Head of Shari’a 
compliance unit and Assistant Manager for the Shari’a audit unit (SAU) have been appointed. Head of Sharia’ audit unit (SAU) will be joining the Bank by June 2015. 

 Sharia 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, 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. 

 Shari’a Audit Unit assists the SACD 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 principles, Fatawa, and decisions issued by SSB through actual audit of the business transactions. Its activities cover 
planning, executing, reporting and following up of audit findings included in the Shari’a audit plan. 

 Al important Fatawa affecting customers are available on the Banks website: www.alizzislamic.com 
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 Shari’a audit of the Banks transactions has been conducted as follows:

Departments 
Percentage of total 

executed transactions 

Retail Banking - (Murabaha, Ijarah, Forward Ijarah) 59%

Corporate Banking - Murabaha, Ijarah, Forward Ijarah and LC 100%

Treasury -Interbank Wakala, FX 100%

Third Party Contracts -All service contracts 60%
    

 Apart from audit/review of transactions, SCU has reviewed the pool management and quarterly payout of share of profit of the IAH. SCU has also reviewed the 
application forms, transaction documents, and facility documents being used by the branches for both booking of assets and liabilities and general banking activities 
at these branches. 

 External Shari’a Audit:

 Bank had been exempted from the external Shari’a audit for the year 2013.The external Shari’a Compliance audit for the period from 30 September 2013 to 31  
December 2014 has been executed in this year by E&Y who have issued a Management Letter, the report has been submitted shared with the Management and 
the findings were also discussed and are being resolved. The same has been submitted to the SSB.

 SSB meetings: 

 Four SSB meetings were conducted during 2014 with full quorum. SSB has reviewed 23 products and product related documents and issued 25 Fatawa on various 
queries. The details of the assets and liabilities products of the Bank along with the related Fatawa are available on the Bank’s website: www.alizzislamic.com , 
available to the general public. 

 Trainings:

 SACD staff conducted total 15 days of trainings for 72 staffs on Shari’a, Islamic banking fundamentals, products and process. They constitute 47.7% of the staff 
strength of the Bank as at December 2014.  General training on Sharia’ principles have been scheduled for the remaining staff members during 2015. Further, 
specialized training for specialized areas e.g. Facility documentation, Trade Finance, Treasury, branch processes etc., have also been scheduled for the year 2015.



 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. The Zakah payment for this financial year is RO 0.000818 per 
share. Payment of Zakah on the Investment Accounts and other Accounts is the responsibility of Investments Account Holders

 Earnings prohibited by Shari’a:

 The Bank is committed to avoid recognising any income generated from non-Islamic 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 non-Islamic income is credited to a charity account where the Bank 
uses these funds for charitable purposes. A draft ‘Charity Policy’ approved by the Management is in place, during the year ended 2014, RO 881 has been credited 
to charity account being income prohibited by Shari’a.

 Remuneration and Sitting Fee of and Shari’a Supervisory Board (SSB)

 Remuneration 

 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

 Following sitting fee of Shari’a Board has been approved by the general assembly:

 Chairman and Members RO 400/- per Meeting. 
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10. Capital Disclosure (Basel III)

 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.

 10.1. Step Approach to Reconciliation

 Below disclosures are prepared using three step reconciliation approach as defined in the CP2-Guidelines on composition of capital disclosure requirements issued 
along with the CBO Circular BM 1114. In 

 Step 1: The accounting consolidation is identical to regulatory consolidation therefore the capital reconciliation is started from step 2 onwards.

 Step 2: Expansion of Balance Sheet under Regulatory Scope of Consolidation

Table 2b – Expansion of Balance Sheet Under Regulatory Scope of Consolidation 

(RO ‘000)

Year ended 31 December 2014
Published financial 

statements
Under Regulatory scope 

of consolidation
Reference

Assets    

Cash and balances with CBO 14,561 14,561

Due from Banks 19,088 19,088

Financings – Net, of which: 69,998 69,998

- Loans and advances to domestic customers -   69,998

- Provision against financings, Of which: - 801

- Amount eligible for T2 - 801 a

- Amount ineligible for T2 -  -

- Investments at fair value through equity 7,447 7,447

Fixed assets 6,225 6,225

- Amount eligible for T1 -  (2,363) e

Other assets 2,300 2,300



- Amount eligible for T1 (1,118)

Total Assets 119,619 104,233

Capital & Liabilities   

Paid-up Capital, of which: 100,000 100,000

- Amount eligible for CET1  100,000 b

Reserves & Surplus; of which  (8,610)  (8,610)

- Amount eligible for CET1 (8,610) c

- Investment fair value gains   (15)   (15)

   - Amount eligible for CET2 - d

   - Amount ineligible for CET1   (15) e

Total Capital 91,374 91,374

Deposits 15,355 15,355

Due to Banks and financial institutions 5,000 5,000

Other liabilities & provisions 7,889 7,889

TOTAL 119,619 119,619
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 Step 3: Step Reconciliation of Regulatory Capital:

Common Equity Tier 1 capital: instruments and reserves (RO’ 000)

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 100,000 b

2 Accumulated loss  (8,610) c

3 Common Equity Tier 1 capital before regulatory adjustments 91,390

4 Intangible Assets, including losses, cumulative unrealised losses recognised 
directly in equity

 (2,363)
e

5 Cumulative Losses on Fair Value   (15) d

6 Common Equity Tier 1 capital (CET1) 89,012

Additional Tier 1 capital: instruments

7 Additional Tier 1 capital (AT1)          -   -   

 Tier 1 capital (T1 = CET1 + AT1) 89,012  

Tier 2 capital: instruments and provisions

8 Provisions 801 a

9 Fair value reserve gains of AFS investments d

 Tier 2 capital before regulatory adjustments 801

 Tier 2 capital: regulatory adjustments     -   

 Tier 2 capital (T2) 801  

Total capital (TC = T1 + T2) 89,813  



10.2. Main Features of Regulatory Capital

 Table below discloses the key features of all the regulatory capital issued by the Bank;

1 alizz islamic bank SAOG Common Equity Share Capital

2 Unique identifier (e.g. CUSIP, ISIN or Bloomberg identifier for private placement) NA

3 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 

4 Transitional Basel III rules Common Equity Tier 1

5 Post-transitional Basel III rules Common Equity Tier 1

6 Eligible at solo/group/group & solo Solo

7 Instrument type (types to be specified by each jurisdiction) Common Equity Share Capital

8 Amount recognised in regulatory capital (Currency in mil, as of most recent reporting date) 100 million

9 Par value of instrument 100 million

10 Accounting classification Shareholders’ Equity

11 Original date of issuance 02 November 2012

12 Perpetual or dated Perpetual

13 Original maturity date No maturity

14 Issuer call subject to prior supervisory approval No

15 Optional call date, contingent call dates and redemption amount NA

16 Subsequent call dates, if applicable NA

 Coupons / dividends *
17 Fixed or floating dividend/coupon NA
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1 alizz islamic bank SAOG Common Equity Share Capital

18 Coupon rate and any related index NA

19 Existence of a dividend stopper NA

20 Fully discretionary, partially discretionary or mandatory NA

21 Existence of step up or other incentive to redeem NA

22 Noncumulative or cumulative NA

23 Convertible or non-convertible NA

24 If convertible, conversion trigger (s) NA

25 If convertible, fully or partially NA

26 If convertible, conversion rate NA

27 If convertible, mandatory or optional conversion NA

28 If convertible, specify instrument type convertible into NA

29 If convertible, specify issuer of instrument it converts into NA

30 Write-down feature NA

31 If write-down, write-down trigger(s) NA

32 If write-down, full or partial NA

33 If write-down, permanent or temporary NA

34 If temporary write-down, description of write-up mechanism NA

35 Position in subordination hierarchy in liquidation (specify instrument type immediately senior to 
instrument)

NA

36 Non-compliant transitioned features NA

37 If yes, specify non-compliant features NA

 *Coupons / dividends features are not applicable for Islamic Window as all related decisions are taken at Bank level.



10.3.  Disclosure Template during the transition phase

 Table below is prepared using the disclosure template to be used during transition of regulatory adjustments;

Basel III common disclosure template to be used during the transition of regulatory adjustments  
(i.e. from 1 January 2013 to 31 December 2018) (RO’000)  

Amount subject to pre- Basel 
III treatment

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 plus reserve 100,290

2 Accumulated loss (8,900)

3 Accumulated other comprehensive income (and other reserves)

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 91,390

Common Equity Tier 1 capital: regulatory adjustments

7 Cumulative Losses on Fair Value (15)

8 Prudential valuation adjustments                   -

9 Goodwill (net of related tax liability)                  -   

10 Other intangibles other than mortgage-servicing rights (net of related tax liability)  (2,363)

11 Deferred tax assets that rely on future profitability excluding those arising from temporary differences (net of 
related tax liability)

(1,118)

12 Cash-flow hedge reserve    -   
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Basel III common disclosure template to be used during the transition of regulatory adjustments  
(i.e. from 1 January 2013 to 31 December 2018) (RO’000)  

Amount subject to pre- Basel 
III treatment

13 Shortfall of provisions to expected losses      -   

14 Securitisation gain on sale (as set out in paragraph 14.9 of CP-1)    -   

15 Gains and losses due to changes in own credit risk on fair valued liabilities.     -   

16 Defined-benefit pension fund net assets    -   

17 Investments in own shares (if not already netted off paid-in capital on reported balance sheet) -   

18 Reciprocal cross-holdings in common equity   -   

19 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)                  -   

20 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)   -   

21 Mortgage Servicing rights (amount above 10% threshold)    -   

22 Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax liability)   -   

23 Amount exceeding the 15% threshold    -   

24 of which: significant investments in the common stock of financials   -   

25 of which: mortgage servicing rights    -   

26 of which: deferred tax assets arising from temporary differences   -   

27 National specific regulatory adjustments   -   

Regulatory adjustments applied to common equity Tier 1 in respect of amounts subject to pre Basel III treatment  



Basel III common disclosure template to be used during the transition of regulatory adjustments  
(i.e. from 1 January 2013 to 31 December 2018) (RO’000)  

Amount subject to pre- Basel 
III treatment

28 Regulatory adjustments applied to Common Equity Tier 1 due to insufficient Additional Tier 1 and Tier 2 to cover 
deductions         -   

29 Total regulatory adjustments to Common equity Tier 1  (3,496)

30 Common Equity Tier 1 capital (CET1) 87,894

Additional Tier 1 capital: instruments

31 Directly issued qualifying Additional Tier 1 instruments plus related stock surplus    -   

32 of which: classified as equity under applicable accounting standards    -   

33 of which: classified as liabilities under applicable accounting standards -   

34 Directly issued capital instruments subject to phase out from Additional Tier 1 -   

35 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) -   

36 of which: instruments issued by subsidiaries subject to phase out -   

37 Additional Tier 1 capital before regulatory adjustments                 -   

Additional Tier 1 capital before regulatory adjustments

38 Investments in own Additional Tier 1 instruments -   

39 Reciprocal cross-holdings in Additional Tier 1 instruments -   

40 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) -   
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Basel III common disclosure template to be used during the transition of regulatory adjustments  
(i.e. from 1 January 2013 to 31 December 2018) (RO’000)  

Amount subject to pre- Basel 
III treatment

41 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) -   

42 National specific regulatory adjustments -   

Regulatory adjustments applied to common equity Tier 1 in respect of amounts subject to pre Basel III treatment -   

43 Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 to cover deductions   -   

44 Total regulatory adjustments to Additional Tier 1 capital   -   

45 Additional Tier 1 capital (AT1)           -

46 Tier 1 capital (T1 = CET1 + AT1) 87,894

Tier 2 capital: instruments and provisions

47 Directly issued qualifying Tier 2 instruments plus related stock surplus

48 Directly issued capital instruments subject to phase out from Tier 2                 -   

49 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)    -   

50 of which: instruments issued by subsidiaries subject to phase out                 -   

51 Provisions and reserves 801

52 Tier 2 capital before regulatory adjustments 801

Tier 2 capital: regulatory adjustments

53 Investments in own Tier 2 instruments  



Basel III common disclosure template to be used during the transition of regulatory adjustments  
(i.e. from 1 January 2013 to 31 December 2018) (RO’000)  

Amount subject to pre- Basel 
III treatment

54 Reciprocal cross-holdings in Tier 2 instruments  

55 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) -   

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

57 National specific regulatory adjustments                  -   

Regulatory adjustments applied to common equity Tier 1 in respect of amounts subject to pre Basel III treatment                  -   

58 Total regulatory adjustments to Tier 2 capital      -   

59 Tier 2 capital (T2) 801

60 Total capital (TC = T1 + T2) 88,695

RISK WEIGHTED ASSETS IN RESPECT OF AMOUNTS SUBJECT TO PRE-BASEL III TREATMENT 92,101

OF WHICH: [INSERT NAME OF ADJUSTMENT]

OF WHICH: …

61 Total risk weighted assets (60a+60b+60c) 92,101

61a Of which: Credit risk weighted assets 77,397

61b Of which: Market risk weighted assets 11,068

61c Of which: Operational risk weighted assets 3,636
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Basel III common disclosure template to be used during the transition of regulatory adjustments  
(i.e. from 1 January 2013 to 31 December 2018) (RO’000)  

Amount subject to pre- Basel 
III treatment

Capital Ratios

62 Common Equity Tier 1 (as a percentage of risk weighted assets) 95.43%

63 Tier 1 (as a percentage of risk weighted assets) 95.43%

64 Total capital (as a percentage of risk weighted assets) 96.30%

65 Institution specific buffer requirement (minimum CET1 requirement plus capital conservation buffer plus 
countercyclical buffer requirements plus G-SIB buffer requirement expressed as a percentage of risk weighted 
assets) 7.625%

66 of which: capital conservation buffer requirement                 0.625%   

67 of which: Bank specific countercyclical buffer requirement                 -   

68 of which: D-SIB/G-SIB buffer requirement                 -   

69 Common Equity Tier 1 available to meet buffers (as a percentage of risk weighted assets (96.30%-3%-
7.625%-2%)

83.675%

National minima (if different from Basel III)

70 National Common Equity Tier 1 minimum ratio (if different from Basel 3 minimum)                  -   

71 National Tier 1 minimum ratio (if different from Basel 3 minimum)                  -   

72 National total capital minimum ratio (if different from Basel 3 minimum) 12.625%

Amounts below the thresholds for deduction (before risk weighting)

73 Non-significant investments in the capital of other financials            -

74 Significant investments in the common stock of financials                  -   



Basel III common disclosure template to be used during the transition of regulatory adjustments  
(i.e. from 1 January 2013 to 31 December 2018) (RO’000)  

Amount subject to pre- Basel 
III treatment

75 Mortgage servicing rights (net of related tax liability)                  -   

76 Deferred tax assets arising from temporary differences (net of related tax liability) -

Applicable caps on the inclusion of provisions in Tier 2

77 Provisions eligible for inclusion in Tier 2 in respect of exposures subject to standardised approach (prior to 
application of cap) 801

78 Cap on inclusion of provisions in Tier 2 under standardised approach 801

79 Provisions eligible for inclusion in Tier 2 in respect of exposures subject to internal ratings-based approach (prior 
to application of cap)                  -   

80 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)

81 Current cap on CET1 instruments subject to phase out arrangements                  -   

82 Amount excluded from CET1 due to cap (excess over cap after redemptions and maturities)                  -   

83 Current cap on AT1 instruments subject to phase out arrangements                  -   

84 Amount excluded from AT1 due to cap (excess over cap after redemptions and maturities)                  -   

85 Current cap on T2 instruments subject to phase out arrangements                  -   

86 Amount excluded from T2 due to cap (excess over cap after redemptions and maturities)                  -   
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 Financial Statements
31 December 2014
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2014 2013
Notes RO RO

ASSETS
Cash and balances with Central Bank of Oman 4 14,561,097 2,822,282 
Due from banks 5 19,088,273 61,523,549 
Murabaha receivables 6 18,165,190 481,277 
Ijarah assets-Ijarah muntahia bittamleek 7 51,832,395 3,474,887 
Investments 8 7,446,734 24,898,189 
Property and equipment 9 3,862,259 2,768,351 
Intangibles 10 2,363,157 2,698,827 
Deferred tax asset 23 1,117,629 -
Other assets 11 1,181,923 1,050,175 
TOTAL ASSETS 119,618,657 99,717,537 
LIABILITIES, EQUITY OF UNRESTRICTED INVESTMENT 
ACCOUNTHOLDERS AND OWNERS’ EQUITY
LIABILITIES
Due to banks 12 5,000,000 -
Customers’ current accounts 11,160,376 487,468 
Customers’ wakala 163,000 - 
Other liabilities 13 7,888,601 1,832,149 
TOTAL LIABILITIES 24,211,977 2,319,617 
EQUITY OF UNRESTRICTED INVESTMENT ACCOUNT HOLDERS 14 4,032,207 607,515 
OWNERS’ EQUITY
Share capital 15 100,000,000 100,000,000 
Legal reserve 289,969 289,969 
Fair value reserve (15,455) (99,000)
Accumulated losses (8,900,041)  (3,400,564)
TOTAL OWNERS’ EQUITY 91,374,473 96,790,405 
TOTAL LIABILITIES, EQUITY OF UNRESTRICTED
INVESTMENT ACCOUNT HOLDERS AND OWNERS’ EQUITY 119,618,657 99,717,537 
NET ASSETS PER SHARE 16   0.091   0.097 
CONTINGENT LIABILITIES AND COMMITMENTS 17 22,969,248 - 

The financial statements were approved by the Board of Directors on 25 January 2015 and signed on their behalf by: 

   Chairman of the Board         Chief Executive Officer 

The attached explanatory notes 1 to 33 form part of these financial statements. 

STATEMENT OF FINANCIAL POSITION
At 31 December 2014
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STATEMENT OF INCOME
For the year ended 31 December 2014

 1 January 2014 to  2 November 2012 to
 31 December  2014  31 December  2013

Notes RO RO

Income from financing and investing activities 18 1,417,284 570,917 

Return on equity of investment accountholders before

 Bank’s share as a Mudarib (4,252) (338)

Bank’s share as a Mudarib 872 - 

(3,380) (338)

BANK’S SHARE IN INCOME AS MUDARIB AND RAB UL MAAL 1,413,904 570,579 

Bank’s income from own investments 19 375,679 163,658 

Other income / (expense) - net 20 145,726 (25,405)

1,935,309 708,832 

Profit on wakala payable (2,902) - 

NET OPERATING INCOME 1,932,407 708,832 

Staff expenses (4,202,465) (1,939,976)

Depreciation 8 (409,867) (74,663)

Amortisation of intangables 9 (386,220) (97,203)

Other general and adminstrative expenses 21 (2,701,230) (1,785,715)

TOTAL EXPENSES (7,699,782) (3,897,557)

LOSS BEFORE PROVISION FOR IMPAIRMENT AND INCOME TAX (5,767,375) (3,188,725)

Provision for impairment 22 (849,731) (43,407)

LOSS BEFORE TAX (6,617,106) (3,232,132)

Income tax 23 1,117,629 - 

NET LOSS FOR THE YEAR / PERIOD (5,499,477) (3,232,132)

LOSS PER SHARE 24 (0.005) (0.003)

The attached explanatory notes 1 to 33 form part of these financial statements. 



 1 January 2014 to  2 November 2012 to
 31 December 2014  31 December  2013

Notes  RO RO
OPERATING ACTIVITIES
Loss before tax      (6,617,106)      (3,232,132)
Adjustments for:
Depreciation 9          409,867            74,663 
Amortisation 10          386,220            97,203 
Accrued for staff benefits          696,471            88,222 
Provision for impairment 22          849,731            43,407 
Gain on sale of investments 19         (218,483)                     - 
Operating loss before changes in operating assets and liabilities      (4,493,300)      (2,928,637)
Net changes in operating assets and liabilities:
Capital deposit with Central Bank of Oman                            -         (125,000)
Murabaha receivables     (17,966,439)         (488,937)
Ijarah assets-Ijarah muntahia bittamleek     (48,845,713)      (3,510,239)
Other assets         (134,209)      (1,050,570)
Customers’ current accounts      10,672,908          487,468 
Customer wakala          163,000 
Other liabilities       5,892,238          629,450 
Equity of unrestricted investment account holders       3,424,692          607,515 
End of service benefits paid         (608,795)                     - 
Net cash used in operating activities     (51,895,618)      (6,378,950)
INVESTING ACTIVITIES
Purchase of financial assets at fair value through equity      (8,154,955)     (24,997,189)
Proceeds from sale of financial assets at fair value through equity      25,908,437                     - 
Purchase of property and equipment 9      (1,503,775)      (2,843,014)
Purchase of intangibles 10           (50,550)      (2,796,030)
Net cash from / (used in) investing activities      16,199,157     (30,636,233)
Net decrease in cash and cash equivalents     (35,696,461)     (37,015,183)
Cash and cash equivalents at the beginning of the year      64,220,831    101,236,014 
Cash and cash equivalents at end of the year 25      28,524,370      64,220,831 

The attached explanatory notes 1 to 33 form part of these financial statements. 

STATEMENT OF CASH FLOWS
For the year ended 31 December 2014
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STATEMENT OF CHANGES IN OWNERS’ EQUITY
For the year ended 31 December 2014

Reserves

Share
capital Legal reserve Fair value reserve

Accumulated 
losses

Total owners’
equity

RO RO RO RO RO

Balance at 1 January 2014 100,000,000 289,969 (99,000) (3,400,564) 96,790,405 

Cumulative changes in fair value - - (12,316) - (12,316)

Net amount transferred to statement of income - - 95,861 - 95,861 

Net loss for the year - - - (5,499,477) (5,499,477)

Balance at 31 December 2014 100,000,000 289,969 (15,455) (8,900,041) 91,374,473 

Balance at 1 November 2012 100,000,000 289,969 - (168,432) 100,121,537 

Cumulative changes in fair value - - (99,000) - (99,000)

Net loss for the period - - - (3,232,132) (3,232,132)

Balance at 31 December 2013 100,000,000 289,969 (99,000) (3,400,564) 96,790,405 

The attached explanatory notes 1 to 33 form part of these financial statements. 



STATEMENT OF SOURCES AND USES OF CHARITY FUND
For the year ended 31 December 2014

 1 January  2 November  

 2014 to  2012 to 

 31 December  31 December 

2014 2013

RO RO

Sources of charity funds

Undistributed charity funds at beginning of the year / period - -

Late payments charges received from customers 881 -

Total sources of funds during the year / period 881 -

Uses of charity funds

University and school students - -

Philanthropic societies - -

Aid to needy families - -

Total uses of funds during the year / period - -

Undistributed charity funds at end of the year / period 881 -

The attached explanatory notes 1 to 33 form part of these financial statements. 
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1 INCORPORATION AND PRINCIPAL ACTIVITIES

alizz islamic bank SAOG (“the Bank”) is incorporated in the Sultanate of Oman, as a public joint stock company to carry out banking activities in accordance with the principles 
of Islamic Shari’a. The Ministry of Commerce and Industry issued Administrative Decision no. 5 dated 5 September 2012 authorising the establishment of the Bank as a 
public joint stock company. The Bank conducted its consultative General Meeting on 20 November 2012 and its shares were listed on “Muscat Securities Market”. 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 four branches as of 31 December 2014 (2013: 1 branch).

The Bank provides banking services which includes accepting customer deposits and providing financing through various Islamic instruments such as Murabaha, Mudaraba, 
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.

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.

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 27 for minimum 
capital requirement). 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”). Thus subject to preparation of the financial statements in accordance with FAS issued by AAOIFI, the financial statements comply with 
the relevant disclosure requirements of the Commercial Companies Law of 1974, as amended and the Rules and Guidelines on disclosure issued by the Capital Market 
Authority. The significant accounting policies are set out in note 3 to the financial statements.

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 are measured at fair 
value.

2.3 Functional and presentation currency

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

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014



2   BASIS OF PREPARATION  (continued)

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. 

 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 its ability to continue as a going concern. Therefore, the financial statements have been prepared on the going 
concern basis.

 ii) Allowance for impairment

 The Bank reviews its financing contracts at each reporting date to assess whether an impairment provision should be recorded in the financial statements. In 
particular, judgment by management is required in the estimation of the amount and timing of future cash flows when determining the level of provision required. 
Such estimates are based on assumptions about factors involving varying degrees of judgment and uncertainty and actual results may differ resulting in future 
changes to the provisions.

 In addition to specific provisions against individually significant financing contracts, the Bank also makes a collective (general) impairment provision against exposures 
which, although not specifically identified as requiring a specific provision, have a greater risk of default than when originally granted. This takes into consideration, 
factors such as any deterioration in country risk, industry, and technological obsolescence, as well as identified structural weaknesses or deterioration in cash flows.

 The Bank treats investments carried at fair value through equity as impaired when there is a significant or prolonged decline in the fair value below its cost or where 
other objective evidence of impairment exists. The determination of what is ‘significant’ or ‘prolonged’ requires judgment. The Bank evaluates factors, such as the 
historical share price volatility for comparable quoted equities and future cash flows.

 iii) 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 27(b). This requires judgment when determining the maturity of assets and liabilities with no specific maturities.

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014
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2   BASIS OF PREPARATION  (continued)

 iv) 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 finalized 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.

 v) Classification of investments

 Management decides on acquisition of a financial asset whether it should be classified as debt type instrument carried at fair value through equity or through 
statement of income.

3. SIGNIFICANT ACCOUNTING POLICIES

a) New and amended standards and interpretations

 No new ammeded standards and interpretations have been issued by AAOIFI during the year.

b) 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.

c)   Due from banks and financial institutions

 Due from banks and financial institutions comprise current accounts and wakala receivables. Wakala receivables are stated at cost plus accrued profit, less provision for 
impairment, if any.
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3.   SIGNIFICANT ACCCOUNTING POLICIES (continued)

d)   Murabaha receivables

 Murabaha receivables are stated net of deferred profits,  any amounts written off and provision for doubtful debts, if any.

 Murabaha receivables are sales on deferred payment terms. The Bank arranges a murabaha transaction by buying a commodity (which represents the object of the 
murabaha) and then resells this commodity to murabeh (beneficiary) after computing a margin of profit over cost. The sale price (cost plus the profit margin) is repaid in 
installments by the murabeh over the agreed period. (Promise made in the murabaha to the purchase orderer is not obligatory upon the customer or the Bank considers 
promise made in the murabaha to the purchase orderer as obligatory).

e)  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 other 
asset.

f) Wakala

 An agreement whereby the bank provides a certain sum of money to an agent, who invests it according to specific conditions in return for a certain fee (a lump sum of 
money or a percentage of the amount invested). The agent is obliged to guarantee the invested amount in case of default, negligence or violation of any of the terms 
and conditions of the Wakala.

g) Investment securities

 Investment securities comprise investments in debt-type and equity-type financial instruments.

 Investments in instruments are classified into the following categories: 

• at amortised cost 

• at fair value through equity  

• fair value through statement of income.

 A debt-type investment is classified and measured at amortised cost only if the instrument is managed on a contractual yield basis or the instrument is not held for 
trading and has not been designated at fair value through the statement of income or through equity.
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3.   SIGNIFICANT ACCCOUNTING POLICIES (continued)

 Investments which have fixed or determinable payments and where the Bank has both the intent and ability to hold to maturity are classified as debt type instrument 
carried at amortised cost. Such investments are carried at amortised cost, less provision for impairment in value. Amortised cost is calculated by taking into account any 
premium or discount on acquisition. Any gain or loss on such type of instruments is recognised in the statement of income, when the instruments are de-recognised or 
impaired.

 Instruments at fair value through statement of income

 This includes instruments held for the purpose of generating profits from the short term market fluctuations. These are subsequently re-measured at fair value. All related 
realised and unrealised gains or losses are included in the statement of income.

 Instruments at fair value through equity

 This includes all instruments that are not fair valued through statement of income or debt instruments not held at amortised cost. Subsequent to acquisition, investments 
designated at fair value through equity are re-measured at fair value with unrealised gains or losses recognised proportionately in owners’ equity and equity of investment 
accountholders until the investment is derecognised or determined to be impaired at which time the cumulative gain or loss previously recorded in owners’ equity or 
equity of investment accountholders is recognised in the statement of income.

 Impairment losses on instruments carried at fair value through equity are not reversed through the statement of income and increases in their fair value after impairment 
are recognised directly in owners’ equity.

 On initial recognition, the Bank makes an irrevocable election to designate certain debt and equity instruments that are not designated at fair value through statement 
of income to be classified as investments at fair value through equity.

 Investment securities are recognised at the trade date i.e. the date that the Bank contracts to purchase or sell the asset, at which date the Bank becomes party to the 
contractual provisions of the instrument. Investment securities are derecognised when the rights to receive cash flows from the financial assets have expired or where 
the Bank has transferred substantially all risk and rewards of ownership.

 Investment securities are initially recognised at fair value plus transaction costs, except for transaction costs incurred to acquire investments at fair value through statement 
of income which are charged to statement of income.

h) Other financial assets and liabilities

 i) 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.
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3.   SIGNIFICANT ACCOUNTING POLICIES (continued)

 ii)  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.

 iii)  Offsetting
 Financial assets and liabilities are offset only when there is a legal 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.

  i)  Property and equipment

  (i)  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 borrowing 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.

  (ii) 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.
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3.  SIGNIFICANT ACCCOUNTING POLICIES (continued)
 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. 

j) 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.  

k) Due to banks and financial institutions

 Due to banks and financial institutions comprise of wakala payables. Wakala payables are initially recognised at cost, being the fair value of consideration received plus 
accrued profit. Subsequently, they are carried at amortised cost less amounts repaid.

l) Equity of unrestricted investment accountholders 

 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. Equity of unrestricted investment accountholders is invested in islamic financing contracts and the Bank’s investment portfolio. There is no 
restriction on the Bank for the use of the equity of unrestricted investment accountholders. No priority is granted to any party for the purpose of distribution of profits. 
Equity of unrestricted investment accountholders is measured at the fair value of the consideration received less amounts settled. 

m)  Investment risk reserve 
 Investment risk reserves are amounts appropriated out of the income of equity of unrestricted investment accountholders, after allocating the mudarib share, in order to 

cater against future losses for equity of unrestricted investment accountholders. 

n) Profit equalisation reserve
 The Bank appropriates a certain amount in excess of the profit to be distributed to equity of unrestricted investment accountholders before taking into consideration the 

Mudarib share of income. This is used to maintain a certain level of return on investment for equity of unrestricted investment accountholders.
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3.   SIGNIFICANT ACCCOUNTING POLICIES (continued)

o) Impairment of financial assets 

 The Bank assesses at each reporting date whether there is objective evidence that an asset is impaired. Objective evidence that financial assets (including equity-type 
investments) are impaired can include default or delinquency by a counterparty / investee, restructuring of financing facility or advance by the Bank on terms that the 
Bank would not otherwise consider, indications that a counterparty or issuer will enter bankruptcy, the disappearance of an active market for a security, or other observable 
data relating to a group of assets such as adverse changes in the payment status of counterparty or issuers or economic conditions that correlate with defaults in the 
Bank. In addition, for an investment in equity-type instruments, a significant or prolonged decline in its fair value below its cost is an objective evidence of impairment.

 Investments classified as fair value through equity 
 In the case of investments classified as fair value through equity and measured at fair value, a significant or prolonged decline in the fair value of an investment below 

its cost is considered in determining whether the investments are impaired. If any such evidence exists for investments classified as fair value through equity, the 
cumulative loss previously recognised in the statement of changes in owner’s equity is removed from equity and recognised in the statement of income. Impairment 
losses recognised in the statement of income on these investments are subsequently reversed through equity. 

 Financial assets carried at amortised cost (including investment in debt-type instruments classified as amortised cost) 
 For financial assets carried at amortised cost, impairment is measured as the difference between the carrying amount of the financial assets and the present value of 

estimated cash flows discounted at the assets’ original effective profit rate. Losses are recognised in statement of income and reflected in an allowance account. When 
a subsequent event causes the amount of impairment loss to decrease, the impairment loss is reversed through the statement of income, to the extent of previously 
recognised impairment losses. The Bank considers evidence of impairment for financial assets carried at amortised cost at both a specific asset and collective level. 
All individually significant financial assets are assessed for specific impairment. All individually significant financial assets found not to be specifically impaired are then 
collectively assessed for any impairment that has been incurred but not yet identified. Financial assets that are not individually significant are collectively assessed for 
impairment by grouping assets together with similar risk characteristics. 

p) 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 

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014



annual report 2014 | 101 |

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

 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. 

q) 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 principal amounts 
outstanding and the 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. 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.

 Wakala
 Income from Wakala placements is recognised on a time apportioned basis so as to yield a constant periodic rate of return based on the balance outstanding.
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued)

 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 fees. 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.

 Fees and commission income
 Fees and commission income including structuring fees is recognised when earned.

 Dividends
 Dividends are recognised when the right to receive payment is established.

 Income from investments
 Income from investments is recognised when earned.

r) Expense recognition

 Profit on wakala payables (banks and non banks) 
 Profit on these is accrued on a time-apportioned basis over the period of the contract based on the principal amounts outstanding.

 Return on equity of unrestricted investment accountholders
 Return on equity of unrestricted investment accountholders is calculated based on the income generated from joint investment accounts after deducting the expenses 

related to investment pool “mudarib expenses”. Mudarib expenses include all expenses incurred by the Bank, including specific provisions, but excluding staff costs and 
other administrative expenses. The Bank’s “mudarib profit” is deducted from the investors’ share of income before distributing such income. In some cases, equity of 
unrestricted investment accountholders withdrawn before maturity and without completing fifteen days are normally not entitled to any income. Equity of unrestricted 
investment accountholders held for more than fifteen days and withdrawn before their maturity are entitled to income for the respective investments days only as per 
the given redemption schedule.

s) Taxation 

 Tax expense comprises current and deferred tax. Taxation is provided in accordance with the Omani fiscal regulations.

 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/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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
 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.

t) Fair values

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 organised financial markets, 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.

u) 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.

v) Earnings prohibited by Shari’a 
 The Bank is committed to avoid recognising any income generated from non-Islamic sources. Accordingly, all non-Islamic income is credited to a charity fund where the Bank 

uses these funds for social welfare activities. 

w) 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.
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3.   SIGNIFICANT ACCCOUNTING POLICIES (continued)

x) 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.

y) 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.

 With respect to its national employees, the Bank makes contributions to the Omani Government Social Security Scheme under Royal Decree 72/91 calculated as a 
percentage of the employees’ salaries. The Bank’s obligations are limited to these contributions.

z) Joint and self financed  

 Investments, financing and receivables that are jointly owned by the Bank and the equity of unrestricted investment accountholders 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”.

aa) Zakah 

 Zakah is calculated in accordance with FAS 9 Zakah 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 is the responsibility of Investments Account Holders.

ab) 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. 

ac) 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 of 
the Sultanate of Oman, as amended.

ad) 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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4 CASH AND BALANCES WITH CENTRAL BANK OF OMAN 

2014 2013

RO RO

Cash in hand 1,834,225 284,048 

Balances with CBO

Current account 12,601,872 2,413,234 

Capital deposit 125,000 125,000 

12,726,872 2,538,234 

14,561,097 2,822,282 

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.

5 DUE FROM BANKS

2014 2013

RO RO

Current accounts 346,773 233,049

Wakala placements

Local banks 14,891,500 57,671,500

Foreign banks 3,850,000 3,619,000

18,741,500 61,290,500

19,088,273 61,523,549
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6 MURABAHA RECEIVABLES

2014 2013

Self Jointly Self Jointly

financed financed Total financed financed Total

RO RO RO RO RO RO

Murabaha receivables - 21,429,149 21,429,149  - 598,794  598,794 

Less: Deferred profit -  (2,971,846)  (2,971,846)  -  (109,857) (109,857)

Less: Provision for impairment  
(Refer note 22)

-  (290,188)  (290,188)  -  (7,660) (7,660)

Less: Reserve profit - (1,925) (1,925) - - -

Net murabaha receivables  - 18,165,190 18,165,190 - 481,277  481,277 

Murabaha receivables which are non-performing as of 31 December 2014 amounted to RO 63,688 (2013: RO Nil). The fair value of collateral that the bank holds relating 
to the non-performing Murabaha recievables amounts to RO 120,000 as at 31 December 2014 (2013: RO Nil)
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7 IJARAH ASSETS-IJARAH MUNTAHIA BITTAMLEEK

2014 2013
Self financed Jointly financed Total Self financed Jointly financed Total

RO RO RO RO RO RO
Building
Cost:
At beginning of the year /  period            -     3,511,976     3,511,976           -                    -                   -   
Additions            -   39,416,325   39,416,325           -       3,511,976        3,511,976 
At the end of the year / period            -   42,928,301   42,928,301           -       3,511,976        3,511,976 
Depreciation:
At beginning of the year /  period            -           1,737           1,737           -                    -                   -   
Charge for the year / period            -     4,783,945     4,783,945           -             1,737              1,737 
At the end of the year / period            -     4,785,682     4,785,682           -             1,737              1,737 
Provision for impairment:
At beginning of the year /  period            -         35,352         35,352           -                    -                   -   
Provided during the year / period            -       346,072       346,072           -           35,352            35,352 
At the end of the year / period            -       381,424       381,424           -           35,352            35,352 
Net book value            -   37,761,195   37,761,195           -       3,474,887        3,474,887 
Plant and machinery
Cost:
At beginning of the year /  period            -                  -                  -           -                    -                     - 
Additions            -   14,380,000   14,380,000           -                    -                     - 
At the end of the year / period            -   14,380,000   14,380,000           -                    -                     - 
Depreciation:
At beginning of the year /  period            -                  -                  -           -                    -                     - 
Charge for the year / period            -       166,667       166,667           -                    -                     - 
At the end of the year / period            -       166,667       166,667           -                    -                     - 
Provision for impairment:
At beginning of the year /  period            -                        

- 
                     -             -                    -                   -   

Provided during the year / period            -       142,133       142,133           -                    -                   -   
At the end of the year / period -       142,133       142,133           -                    -                   -   
Net book value -   14,071,200   14,071,200           -                    -                     - 
TOTAL
Cost                -   57,308,301   57,308,301           -       3,511,976        3,511,976 
Less:Accumulated depreciation                -    (4,952,349)    (4,952,349)           -            (1,737)             (1,737)
Less:Provision for impairment                -      (523,557)      (523,557)           -          (35,352)           (35,352)
Net book value                -   51,832,395   51,832,395           -       3,474,887        3,474,887 
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8 INVESTMENTS

2014 2013
Self financed Jointly financed  Total Self financed Jointly financed Total

RO RO RO RO RO RO
Quoted investments classified as fair value through equity
Regional listed Sukuks
(Cost: RO 7,462,188, 31 December 2013: RO 24,997,189)   7,446,734 - 7,446,734 24,898,189 - 24,898,189 

Investments which are impaired as of 31 December 2014 amounted to RO Nil (2013: RO Nil ).

9 PROPERTY AND EQUIPMENT

 Leasehold 
 improvments 

 Computer
 hardware 

Funiture, 
fixtures and 

office  equipment

Capital
work

in progress Total
 RO  RO  RO  RO  RO 

Cost:
At 1 January 2014 1,349,985 1,129,440  335,222  28,367 2,843,014 
Additions  839,298  353,682  111,528  199,267 1,503,775 
At 31 December 2014 2,189,283 1,483,122  446,750  227,634 4,346,789 
Depreciation:
At 1 January 2014  22,500  40,114  12,049 -  74,663 
Provided during the year  146,550  49,834  213,483 -  409,867 
At 31 December 2014  169,050  89,948  225,532 -  484,530 
Net book values:
At 31 December 2014 2,020,233 1,393,174  221,218  227,634 3,862,259 
Cost:
At 2 November 2012 - - - - - 
Additions 1,349,985 1,129,440  335,222  28,367 2,843,014 
At 31 December 2013 1,349,985 1,129,440  335,222  28,367 2,843,014 
Depreciation:
At 2 November 2012 - - - - - 
Provided during the period  22,500  40,114  12,049 -  74,663 
At 31 December 2013  22,500  40,114  12,049 -  74,663 
Net book values:
At 31 December 2013 1,327,485 1,089,326  323,173  28,367 2,768,351 
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10   INTANGIBLES

2014 2013
RO RO

Cost 2,796,030 - 
Addition during the year / period  50,550 2,796,030 
Less: amortisation (483,423) (97,203)

2,363,157 2,698,827 

 1 January  2 November
 2014 to  2012 to 

Movement of amortisation is as follows:  31 December  31 December 
2014 2013

RO RO
At 1 January / 2 November  97,203 - 
Provided during the year / period  386,220  97,203 
At 31 December  483,423  97,203 

11   OTHER ASSETS
2014 2013

RO RO
Profit recievable on financing and investing activities  253,587  348,057 
Prepaid expenses  544,212  543,589 
Security deposits  169,175  137,759 
Credit card recivables - gross  142,753  19,750 
Others  75,051  1,415 

Total 1,184,778 1,050,570 

Provision for impairment (2,855) (395)

1,181,923 1,050,175 
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12 DUE TO BANKS
2014 2013

RO RO

Interbank wakala   5,000,000  - 

Interbank wakala carry profit rate of 0.18% (2013: not applicable)

13 OTHER LIABILITIES 2014 2013

RO RO

Managers cheque   5,825,190   224,018 

Accrued expenses   351,261   272,103 

Payable in respect of capital expenditure   782,676   528,230 

Financing liabilities - Payable to suppliers  63,111   391,424 

Provision for staff benfits   707,154   408,267 

Provision for off balance sheet exposures  76,538  43 

Others  82,671 8,064 

  7,888,601   1,832,149 

14 EQUITY OF UNRESTRICTED INVESTMENT ACCOUNT HOLDERS 2014 2013

RO RO

Equity of unrestricted investment accountholders   4,032,207   607,515 

Profit equalisation reserve  -  - 

Investment risk reserve  -  - 
  4,032,207   607,515 

As investment accountholder’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 equalisation reserve and investment risk reserve has been made to maintain healthy pay out for unrestricted investment account holders.
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15 OWNERS’ EQUITY
2014 2013

RO RO
(i) Share capital

Authorised 2,000,000,000 ordinary shares (2013: 2,000,000,000) of 100 Baizas per share 200,000,000 200,000,000 

2014 2013
RO RO

Issued and fully paid 1,000,000,000 ordinary shares 
(2013: 1,000,000,000) of RO 100 Baizas each 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:

2014 2013
 % of total % of total

Name of the major shareholders Number of shares 
outstanding 

shares 
Number of shares 

 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 Oman 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. The Bank has incurred loss for the period thus no transfer 
was made for the year ended 31 December 2014.

(iii) Cumulative changes in fair value 

This represents the net unrealised fair value gains and losses relating to debt-type instruments at fair value through equity. 
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16 NET ASSETS PER SHARE
2014 2013

RO RO

Net assets (RO)  91,374,473  96,790,405 

Number of shares at reporting date 1,000,000,000 1,000,000,000 

Net assets per share (RO)  0.091  0.097 

Net assets per share is calculated by dividing the owners’ equity at the reporting date by the number of shares outstanding.

17 CONTINGENT LIABILITIES AND COMMITMENTS
2014 2013

RO RO

Letter of guarantees 6,479,353 - 

Letters of credit 2,597,650 - 

Irrevocable financing commitments  13,892,245 - 
 22,969,248 - 

18 INCOME FROM FINANCING AND INVESTING ACTIVITIES
 1 January  2014 to  2 November 2012 to

 31 December  2014  31 December  2013
RO RO

Murabaha receivables  230,787  2,448 

Ijarah muntahia bittamleek (note 18.1) - net  879,704  8,359 

Wakala placement with customers  46,151 - 

Wakala placement with banks  260,642  560,110 
1,417,284  570,917 

18.1 Ijarah Muntahia Bittamleek
Income from Ijarah muntahia bittamleek 5,830,316  10,096 

Depreciation on Ijarah muntahia bittamleek  (4,950,612) (1,737)
 879,704  8,359

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014



annual report 2014 | 113 |

19 BANK’S INCOME FROM OWN INVESTMENTS
 1 January  2014 to  2 November 2012 to

 31 December  2014  31 December  2013
RO RO

Gain on sale of investments  218,483 - 
Profit from debt type instrument at fair value through equity  157,196  163,658 

 375,679  163,658 
20 OTHER INCOME / EXPENSE - NET

 1 January  2014 to  2 November 2012 to
 31 December 2014  31 December 2013

RO RO

Fee and commission  204,278  7,815 
Foreign exchange gain - net  9,181  101 

 213,459  7,916 
Less: Fee and commission expense (67,733) (33,321)

 145,726 (25,405)
21 OTHER GENERAL AND ADMINSTRATIVE EXPENSES

 1 January  2014 to  2 November 2012 to
 31 December 2014  31 December 2013

RO RO

Administrative expenses 2,429,861 1,713,336 
Occupancy costs  171,807  8,750 
Board expenses  41,000  27,000 
Shari’a board expenses  58,562  36,629 

2,701,230 1,785,715 
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22 MOVEMENT IN PROVISION FOR IMPAIRMENT
Murabaha 

receivables
Ijarah muntahia 

bittamleek
Others Total

2014 RO RO RO RO
Provision at beginning of the year 7,660 35,352  395  43,407 
Charge for the year-Portfolio  267,087 488,205  2,460  757,752 
Charge for the year-Specific 15,441  -  76,538  91,979 

 282,528 488,205  78,998  849,731 
Reserve profit 1,925  - -  1,925 
Provision at end of the year  292,113 523,557  79,393  895,063 

Murabaha 
receivables

Ijarah muntahia 
bittamleek

Others Total

2013 RO RO RO RO
Provision at beginning of the period  -  - - - 
Charge for the year-Portfolio 7,660 35,352  395  43,407 
Provision at end of the period 7,660 35,352  395  43,407 

23 TAXATION
2014 2013

RO RO
Current tax - - 
Deferred tax 1,117,629 - 

1,117,629 - 

The tax rate applicable to the Bank is 12%. 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. Therefore the applicable tax rate is nil. The average effective tax rate cannot be determined in view of the taxable loss

The Bank has assessed that following taxable losses available for offset against future taxable profits will be utilised prior to their expiry:
RO

Available until 31 December 2018 (declared) 3,568,508 
Available until 31 December 2019 (estimated) 6,805,337 

None of the assessments have been agreed by the tax authorities. The islamic finance regulations relating to tax treatment of various products are awaited. Thus based on 
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.
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24 LOSS PER SHARE
2014 2013

RO RO

Loss attributable to owners (RO)  (5,499,477)  (3,232,132)

Weighted average number of shares outstanding 1,000,000,000 1,000,000,000 

Loss per share (0.005) (0.003)

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

25 CASH AND CASH EQUIVALENTS

For the purpose of statement of cash flows, cash and cash equivalents represent:

2014 2013

RO RO

Cash in hand 1,834,225  284,048 

Balances with Central Bank of Oman 12,601,872 2,413,234 

Current accounts with local banks 346,773  233,049 

Due from banks and financial institutions 18,741,500 61,290,500 

Due to banks and financial institutions  (5,000,000)  - 

28,524,370 64,220,831 
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26 RELATED PARTY TRANSACTIONS

Related parties comprise major shareholders, directors and key management personnel of the Bank, entities owned or controlled, jointly controlled or significantly 
influencedby 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:

Directors Other related parties Total
Assets: 2014 2013 2014 2013 2014 2013

RO RO RO RO RO RO
Murabaha receivables - -  460,032 74,150 460,032  74,150 
Other assets - -  49,628 50,000 49,628  50,000 

- -  509,660 124,150 509,660  124,150 
Liabilities:
Current account  23,114  1,087  1,382,614 9,068 1,405,728  10,155 
Customer Wakala - -  50,000  - 50,000  - 

 23,114  1,087  1,432,614 9,068 1,455,728  10,155 
Equity of unrestricted investment 
accountholders - -  5,455  -  -  - 

The transactions with the related parties included in the statement of income are as follows:
 1 January  2 November
 2014 to  2012 to 

 31 December  31 December 
2014 2013

RO RO
Income
 Income from financing and investing activities 8,673  402 
 Other income  163  - 

8,836  402 
Expenses
 Return on equity of IAH before Bank’s share as a Mudarib 26  - 
 Board expenses 41,000  27,000 
 Shari’a board expense 58,562  36,629 
 Other expenses 556,276  306,204 

655,864  369,833 

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2014



annual report 2014 | 117 |

26 RELATED PARTY TRANSACTIONS (continued)

Compensation of key management personnel is as follows:

2014 2013

RO RO

Salaries and allowances 435,537  288,996 

End of service benefits 13,369 8,458 

448,906  297,454 

27 RISK MANAGEMENT

Risk management is an integral part of the Bank’s decision-making process. The risk management committee and executive committees, guide and assist with overall 
management of the Bank’s statement of financial position risks. The Bank manages exposures by setting limits approved by the Board of Directors.

a) Introduction and overview

 The Bank’s business involves taking on risks in a targeted manner and managing them professionally. The core functions of the Bank’s risk management are to identify 
all key risks for the Bank, measure these risks, manage the risk positions and determine capital allocations. The Bank regularly reviews its risk management policies and 
systems to reflect changes in markets, products and best market practice.

 The Bank’s aim is to achieve an appropriate balance between risk and return and minimise potential adverse effects on the Bank’s financial performance. The Bank defines 
risk as the possibility of losses or profits foregone, which may be caused by internal or external factors.

 The key features of the Bank’s comprehensive risk management framework are:
• The Board of Directors (“the Board”) has the overall responsibility of managing risk and provides the overall risk management direction and oversight.
• The Bank’s overall risk management process is managed by the risk management function, headed by the Chief Risk Officer (“CRO”). This function is independent of 

the business divisions.
• Credit, market, operational and liquidity risks are managed in a coordinated manner within the organisation.
• Board committees meet regularly and are responsible for monitoring compliance with the risk management policies and procedures, and reviewing the adequacy of 

the risk management framework.
• All risk management policies must be approved by the Board of Directors
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27 RISK MANAGEMENT  (continued)
 Each department of the Bank is responsible for:

• Identifying and measuring the risks that the Bank is exposed to and considering whether those risks are significant;

• Developing and recommending for approval appropriate risk management policies and procedures regarding those activities and business units which are susceptible 
to significant risk, including business continuity plans;

• Providing direction regarding the Bank’s overall risk philosophy and risk tolerance, including considering whether certain new business proposals  are acceptable from 
a risk management perspective;

• Monitoring compliance with risk management policies and procedures;

• Adherence to risk guidelines, and

• Reporting any policy or major practice changes, unusual situations, significant exceptions and new strategies to the Board of Directors for review, approval and/or 
ratification.

 Distributions of profit to shareholders and unrestricted customers’ accounts is subject to a comprehensive risk management system that is reviewed at the management 
level, the Shari’a Board level and ALCO level to maintain the appropriate distribution levels taking into account the Bank’s performance, competitors’ profit distributions 
and market conditions.

b) Liquidity risk

 Liquidity risk is the risk that the Bank will be unable to meet its payment obligations when they fall due under normal and stress circumstances. To limit this risk, 
management has arranged diversified funding sources, manages assets with liquidity in mind, and monitors liquidity on a regular basis.

 The table below summarises the maturity profile of the Bank’s assets and liabilities as of 31 December 2014 based on expected periods to cash conversion from the 
statement of financial position date:
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2014 Up to 3 3 to 6 6 months 1 to 3 3 to 5 5 to 10 Over No fixed
months months  to 1 year years years years 10 years maturity Total

RO RO RO RO RO RO RO RO RO
ASSETS
Cash and balances with Central 
Bank of Oman  14,436,097 - -  -  -   -   -   125,000 14,561,097 
Due from banks  19,088,273 - -  -  -   -   -   - 19,088,273 
Murabaha receivables 8,616,513  529,673 1,055,722  3,923,612   2,644,085   1,375,971  19,614 - 18,165,190 
Ijarah assets-Ijarah muntahia 
bittamleek 3,904,337  4,427,895 7,962,590   13,830,586   6,586,312   9,250,798   5,869,877   - 51,832,395 
Investments - - 7,446,734  -  -   -   -   -   7,446,734 
Property and equipment - - -  -  -   -   -   3,862,259   3,862,259 
Intangibles - - -  -  -   -   -   2,363,157   2,363,157 
Deferred tax asset - - -  -   1,117,629   -   -   -   1,117,629 
Other assets - - 1,181,923  -  -   -   -   -   1,181,923 

Total assets  46,045,220  4,957,568  17,646,969   17,754,198 10,348,026 10,626,768   5,889,491   6,350,417 119,618,657 

LIABILITIES, EQUITY OF UNRESTRICTED INVESTMENT ACCOUNTHOLDERS AND OWNERS’ EQUITY
Due to banks 5,000,000 - -  -  -   -   -   -   5,000,000 
Customers’ current accounts - - -  -  -   -   - 11,160,376 11,160,376 
Customers’ wakala   50,000  110,000  3,000  -  -   -   -   -   163,000 
Other liabilities - - 7,888,601  -  -   -   -   -   7,888,601 

         
Total liabilities 5,050,000  110,000 7,891,601  -  -   -   - 11,160,376 24,211,977 
Equity of unrestricted 
investment accountholders 404,307  190,900 572,900  892,000   892,000   1,080,100   -   -   4,032,207 
Total owners’ equity - - -  -  -   -   - 91,374,473 91,374,473 

         
Total liabilities, equity of investment 
accountholders and owners’ 
equity 5,454,307  300,900 8,464,501  892,000   892,000   1,080,100   -  102,534,849  119,618,657 

         
Net gap  40,590,913  4,656,668 9,182,468   16,862,198   9,456,026   9,546,668   5,889,491  (96,184,432)  - 

         
Cumulative net gap  40,590,913   45,247,581  54,430,049   71,292,247 80,748,273 90,294,941 96,184,432 -  - 

         

27 RISK MANAGEMENT  (continued)
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The table below summarises the maturity profile of the Bank’s assets and liabilities as of 31 December 2013 based on expected periods to cash conversion from the date 
of the statement of financial position:

Up to 3 3 to 6 6 months 1 to 3 3 to 5 5 to 10 Over No fixed
2013 months months  to 1 year years years years 10 years maturity Total

RO RO RO RO RO RO RO RO RO
ASSETS
Cash and balances with Central 
Bank of Oman 2,697,282 - -  -  -   -   -   125,000   2,822,282 
Due from banks  61,523,549 - -  -  -   -   -   - 61,523,549 
Murabaha receivables   23,970 16,495   35,599  148,769  87,744   168,700   -   -   481,277 
Ijarah assets-Ijarah muntahia 
bittamleek   63,186  101,718 208,735  841,879   841,973   1,283,708   133,688   -   3,474,887 
Investments - -  24,898,189  -  -   -   -   - 24,898,189 
Property and equipment - - -  -  -   -   -   2,768,351   2,768,351 
Intangibles - - -  -  -   -   -   2,698,827   2,698,827 
Other assets - - 1,050,175  -  -   -   -   -   1,050,175 
Total assets  64,307,987  118,213  26,192,698  990,648   929,717   1,452,408   133,688   5,592,178 99,717,537 

LIABILITIES, EQUITY OF UNRESTRICTED INVESTMENT ACCOUNTHOLDERS AND OWNERS’ EQUITY
Customers’ current accounts - - -  -  -   -   -   487,468   487,468 
Other liabilities - - 1,832,149  -  -   -   -   -   1,832,149 

         
Total liabilities - - 1,832,149  -  -   -   -   487,468   2,319,617 
Equity of unrestricted 
investment accountholders  9,000 24,000   85,000  -  -  48,539   -   440,976   607,515 
Total owners’ equity - - -  -  -   -   - 96,790,405 96,790,405 

         
Total liabilities, equity of 
investment 
accountholders and owners’ 
equity  9,000 24,000 1,917,149  -  -  48,539   - 97,718,849 99,717,537 

Net gap  64,298,987 94,213  24,275,549  990,648   929,717   1,403,869   133,688  (92,126,671)  - 
         

Cumulative net gap  64,298,987   64,393,200  88,668,749   89,659,397 90,589,114 91,992,983 92,126,671   -  - 
         

27 RISK MANAGEMENT (continued)
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27 RISK MANAGEMENT (continued)

c) Market risk

 Market risk is the risk of loss arising from unexpected changes in financial prices, 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:

2014 2013

% %

Due from banks 0.58 0.54

Murabaha receivables 5.13 5.3

Ijarah muntahia bittamleek 4.2 4.5

Investments 2.99 3.42

Due to banks 0.18 -   

Customer wakala 0.4 -   

Equity of unrestricted Investment Accountholders 0.2 0.2
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27 RISK MANAGEMENT  (continued)

 (ii) Foreign exchange risk

 Foreign exchange risk arise 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 date of statement of financial position:

2014
Assets Liabilities Net

RO RO RO
US Dollar           10,986                   -           10,986 
Euro                 49                   -                 49 
GCC currencies                 29                   -                 29 
Great Britian Pound                   4                   -                   4 

          11,068                   -           11,068 

2013
Assets Liabilities Net

RO RO RO
US Dollar     46,548,572                   -     46,548,572 
Euro             2,551                   -             2,551 

    46,551,123                   -     46,551,123 

 (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
2014 2014 2013 2013

% RO % RO
Regional listed Sukuks 10%         744,673 10%       2,489,898 
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27 RISK MANAGEMENT  (continued)
d) 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 repayment, 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 thresholds 
approved by the Board. 

 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 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 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 collateralised. The legal validity and enforceability of the documents used for collateral have been established by qualified personnel, 
including lawyers and Sharia’ 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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27 RISK MANAGEMENT  (continued)

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
2014 2013

RO RO

Due from Banks    19,088,273     61,523,549 
Murabaha receivables    18,457,303         488,937 
Ijarah muntahia bittamleek    52,355,952       3,510,239 
Contingent liabilities and commitments    22,969,248                    - 
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.

31 December 2014
Non performing  

Neither past due Past due  but Islamic financing  
nor non performing performing contracts Total 

RO RO RO RO
Type of financing contract
Murabaha receivables    17,577,447         816,169          63,688     18,457,304 
Ijarah muntahia bittamleek    49,869,316       2,486,636                   -     52,355,952 

   67,446,763       3,302,805          63,688     70,813,256 
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31 December 2013
  Non performing  

Neither past due Past due but Islamic financing  
nor non performing performing contracts Total 

RO RO RO RO
Type of financing contract
Murabaha receivables         481,277                    -                   -         481,277 
Ijarah muntahia bittamleek      3,474,887                    -                   -       3,474,887 

     3,956,164                    -                   -       3,956,164 

 Ageing analysis of past due but performing financing contracts

31 December 2014
Less than 31 to 60 61 to 90  

30 days days days Total
RO RO RO RO

Type of financing contracts
Murabaha receivables         715,757           80,319          20,093         816,169 
Ijarah muntahia bittamleek      2,344,310         142,326                   -       2,486,636 

     3,060,067         222,645          20,093       3,302,805 

 Ageing of non-performing facilities

31 December 2014

3 to 6 months 6 to 12 months 1 to 3 Years 3 Years & above Total
RO RO RO RO RO

Murabaha receivables    63,688                   -                    -                   -           63,688 

27 RISK MANAGEMENT  (continued)
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27 RISK MANAGEMENT  (continued)

As at 31 December 2014 the fair value of the collateral that the Bank holds relating to non-performing facilities amounts to RO 120,000 (2013: RO Nil). The utilisation 
of the collaterals will be on customer by customer basis and will be limited to the customer’s total exposure.

Geographical distribution of financial assets
Table below indicates the geographical distribution of financial assets held by the Bank as at 31 December 2014 in Rial Omani.

31 December 2014

Class of financial asset        Oman GCC  Rest of the world Total

Balances with Central Bank of Oman    12,726,872                  -                   -       12,726,872 

Due from banks    14,912,603         224,117     3,951,553     19,088,273 

Murabaha receivables    18,457,303                  -                   -       18,457,303 

Ijara muntahia bitamleek    52,355,952                  -                   -       52,355,952 

Regional listed sukuks                 -         6,701,903        744,831       7,446,734 

Total    98,452,730       6,926,020     4,696,384   110,075,134 

31 December 2013

Class of financial asset        Oman GCC  Rest of the world Total

Balances with Central Bank of Oman      2,538,234                    -                   -       2,538,234 

Due from banks    57,834,287       3,640,673          48,589     61,523,549 

Murabaha receivables         488,937                    -                   -         488,937 

Ijara muntahia bitamleek      3,510,239                    -                   -       3,510,239 

Regional listed sukuks                   -     24,898,189                   -     24,898,189 

Total    64,371,697     28,538,862          48,589     92,959,148 
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27 RISK MANAGEMENT  (continued)

The table below indicates the industrial concentration

31 December 2014

Financing Investments Total

Construction and real estate     24,338,000                 -       24,338,000 

Banks and financial institutions                  -       1,513,897       1,513,897 

Sovereigns                  -       5,135,428       5,135,428 

Trading and manufacturing     12,022,000        797,409     12,819,409 

Personal     33,637,586                 -       33,637,586 

Total     69,997,586     7,446,734     77,444,320 

31 December 2013

Financing Investments Total

Construction and real estate       1,584,000                 -         1,584,000 

Banks and financial institutions                  -       8,806,870       8,806,870 

Sovereigns                  -       9,319,097       9,319,097 

Trading and manufacturing                  -       6,772,222       6,772,222 

Personal       2,372,164                 -         2,372,164 

Total       3,956,164    24,898,189     28,854,353 
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27 RISK MANAGEMENT  (continued)
e. Operational risk

 Operational risk is the risk of loss arising from systems failure, human error, fraud or 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 expect to eliminate all operational risks, but it endeavours to manage these risks 
through a control framework and by monitoring and responding to potential risks. Controls include effective segregation of duties, access, authorisation and reconciliation 
procedures, staff education and assessment processes, including the use of internal audit.

f. Capital management
 CBO sets and monitors capital requirements of the Banks operating in Oman. In implementing Basel II’s capital requirement, the CBO requires the Bank to maintain a 

minimum of 12% ratio of total capital to total risk-weighted assets. The Bank’s regulatory capital is analysed into three 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 utilisation strategy and monitors compliance with CBO 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 12.625% inclusive of capital conservation buffer of 0.625%. The capital adequacy ratio working is as follows:

2014 2013
RO RO

Common equity tier 1 (CET1) 87,894,299 94,091,578
Tier 2 801,159 43,013
Total regulatory capital 88,695,458 94,134,591
Risk-weighted assets
Credit risk 77,396,778 49,099,633
Market risk 11,068,721 46,551,123
Operational risk 3,635,625 1,329,060
Total risk-weighted assets 92,101,124 96,979,816
Capital adequacy ratio
CET1 capital (Tier I)  expressed as a percentage of total risk-weighted assets 95.43% 97.02%
Tier II capital expressed as a percentage of total risk weighted assets 0.87% 0.04%
capital expressed as a percentage of total risk-weighted assets 96.30% 97.07%

 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 minimum 
capital 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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28  FINANCIAL INSTRUMENTS

 Set out below is an overview of financial instruments held by the Bank as at 31 December 2014:

31 December 2014
Fair value through

Amortised cost Fair value through equity statement of income
RO RO RO

Financial assets:
Due from banks     19,088,273                   -                    -   
Murabaha receivables     18,165,190                   -                    -   
Ijarah assets-Ijarah muntahia bittamleek     51,832,395                   -                    -   
Investments                  -         7,446,734                  -   
Other assets          565,515                   -                    -   
Total     89,651,373       7,446,734                  -   
Financial liabilities:
Due to banks       5,000,000                   -                    -   
Customers’ current accounts     11,160,376                   -                    -   
Customers’ wakala          163,000                   -                    -   
Other liabilities       6,670,976                   -                    -   

Total     22,994,352                   -                    -   

31 December 2013
Fair value through

Amortised cost Fair value through equity statement of income
RO RO RO

Financial assets:
Due from banks     61,523,549                     -                    - 
Murabaha receivables          481,277                   -                    -   
Ijarah muntahia bittamleek       3,474,887                   -                    -   
Investments                  -        24,898,189                  -   
Other assets          506,586                   -                    -   

Total     65,986,299      24,898,189                  -   
Financial liabilities:
Current accounts          487,468                   -                    -   
Other liabilities       1,552,149                   -                    -   

Total       2,039,617                   -                    -   
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28.   FINANCIAL INSTRUMENTS (continued)

Set out below is a comparison of the carrying amounts and fair values of financial instruments as at 31 December 2014:

31 December 2014
Carrying amount Fair value

RO RO
Financial assets:
Murabaha receivables      18,165,190     18,165,190 
Ijarah assets-Ijarah muntahia bittamleek      51,832,395     51,832,395 
Investments       7,446,734      7,446,734 
Other assets          565,515         565,515 
Total      78,009,834     78,009,834 
Financial liabilities:
Due to banks       5,000,000      5,000,000 
Customers’ current accounts      11,160,376     11,160,376 
Customers’ wakala          163,000         163,000 
Other liabilities       6,670,976      6,670,976 
Total      22,994,352     22,994,352 

31 December 2013
Carrying amount Fair value

RO RO
Financial assets:
Due from banks      61,523,549     61,523,549 
Murabaha receivables          481,277         481,277 
Ijarah muntahia bittamleek       3,474,887      3,474,887 
Investments      24,898,189     24,898,189 
Other assets          506,586         506,586 
Total      90,884,488     90,884,488 
Financial liabilities:
Current accounts          487,468         487,468 
Other liabilities       1,552,149      1,552,149 
Total       2,039,617      2,039,617 
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28.   FINANCIAL INSTRUMENTS (continued)
Fair value hierarchy

 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:
 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 2014:

2014 Level 1 Level 2 Level 3 Total

RO RO RO RO

Fair value through equity

Regional listed Sukuks                -         7,446,734                   -        7,446,734 

               -         7,446,734                   -        7,446,734 

2013 Level 1 Level 2 Level 3 Total

RO RO RO RO

Fair value through equity

Regional listed Sukuks                -       24,898,189                   -       24,898,189 

               -       24,898,189                   -       24,898,189 

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.
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29 SEGMENTAL INFORMATION

The Bank commenced its commercial operations on 30 September 2013 and therefore its operations are currently being performed on an integrated basis. Therefore, any 
segmentation of operating income, expenses, assets and liabilities is not relevant.  As such, operating income, expenses, assets and liabilities are not segmented.The bank 
mainly operates in only one geographical location, the Sultanate of Oman. The bank has invested in regional listed sukuks outside the Sultanate of Oman as of 31 December 
2014. Segmentation of investments and financing provided by the bank is as follows:

Sultanate of Oman
Outside  

Sultanate of Oman Total
2014 RO RO RO
Assets
Wakala placements with banks     14,891,500       3,850,000 18,741,500
Investments                  -         7,446,734 7,446,734
Financing to corporate customers     36,274,805                   -   36,274,805
Financing to retail customers     34,538,451                   -   34,538,451

    85,704,756      11,296,734     97,001,490 
Liabilities
Customers’ current accounts - corporate       4,474,091                   -        4,474,091 
Customers’ current accounts - retail       6,686,285                   -        6,686,285 
Customers’ wakala          163,000                   -           163,000 
Equity of unrestricted investment account holders      4,032,207 -  4,032,207

    15,355,583                   -       15,355,583 
Income
Income from financing - corporate          424,078                   -           424,078 
Income from financing - retail          732,563                   -           732,563 
Income from investing activities- treasury          340,384          295,937         636,321 

      1,497,025          295,937      1,792,962 
Provision for impairment
Provision for impairment - corporate          437,937                   -                    -   
Provision for impairment - retail          411,794                   -                    -   

 849,731 - -
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29 SEGMENTAL INFORMATION (continued)

Sultanate of Oman
Outside  

Sultanate of Oman Total

2013 RO RO RO

Assets
Wakala placements with banks                  -        61,523,549 61,523,549

Investments                  -        24,898,189 24,898,189

Financing to corporate customers       1,584,000                   -   1,584,000

Financing to retail customers       2,372,164                   -   2,372,164
      3,956,164      86,421,738     90,377,902 

Liabilities
Customers’ current accounts - corporate            16,671                   -             16,671 

Customers’ current accounts - retail          470,797                   -           470,797 

Customers’ wakala                  -                     -                    -   

Equity of unrestricted investment account holders          607,515                   -          607,515
      1,094,983                   -        1,094,983 

Income
Income from financing - corporate                  -                     -                    -   

Income from financing - retail            10,807                   -             10,807 

Income from investing activities- treasury                  -            723,768         723,768 
           10,807          723,768         734,575 

Provision for impairment
Provision for impairment - corporate            16,000                   -                    -   

Provision for impairment - retail            27,407                   -                    -   
           43,407                   -                    -   
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30 ZAKAH

 The Bank does not collect or pay Zakah on behalf of its customers.

31 SHARI’A SUPERVISORY BOARD

 The Shari’a supervisory Board of the Bank consists of three scholars who are specialised in Shari’a principles and they ensure the Bank’s compliance with general Islamic 
principles and work in accordance with the issued Fatwas and guiding rules. The Board’s review includes examining the evidence related to documents and procedures 
adopted by the Bank in order to ensure that its activities are according to the principles of Islamic Shari’a. 

32 SOCIAL RESPONSIBILITY 

 The Bank discharges its social responsibilities through donations to charitable causes and organisations.   

33 COMPARATIVE INFORMATION

 The comparative financial information included in the financial statements cover the period from 2 November 2012 to 31 December 2013. 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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2014
An eventful year
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Head Office 
Mr. Mohammed Al Ghasani - Head of Branches

Head Office
Alizz Tower, Road 2732
P.O. Box, 753
CBD Area, PC, 112
Sultanate of Oman

Direct : 24 775511
E-mail : mohammed.alghasani@alizzislamic.com 

CBD Branch
Mr. Amr Al Kindi - Branch Manager

CBD Branch
Alizz Tower, Road 2732 
P.O. Box, 753  
CBD Area, PC, 112 
Sultanate of Oman 

Direct  : 24 775515 
E-mail : amr.alkindi@alizzislamic.com

Al Khoudh Branch
Ms. Amal Al Juma - Branch Manager

Al Khoudh Branch
Al Khoudh, Al Shabab St.
P.O. Box, 753  
CBD Area, PC, 112 
Sultanate of Oman

Direct : 24 283801 
E-mail : amal.aljuma@alizzislamic.com

Sohar Branch
Sarhan Al Habsi - Acting Branch Manager

Sohar Branch
Sohar, Ghail Al Shabool
P.O. Box, 1336 
PC, 311 
Sultanate of Oman
Direct  : 26 948401
E-mail : sarhan.alhabsi@alizzislamic.com

Nizwa Branch
Mohammed Al Hinai - Branch Manager

Nizwa Branch
Nizwa, Farq
P.O. Box, 1661 
PC, 611
Sultanate of Oman

Direct  : 25 413401 
E-mail : mohammed.alhinai@alizzislamic.com

Salalah Branch
Mr. Hassan Kashoob - Branch Manager

Salalah Branch
Salalah, Salalah Commercial Area
P.O. Box, 502
PC, 211
Sultanate of Oman

Direct  : 23 382601
E-mail : hassan.kashoob@alizzislamic.com    
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