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INTRODUCTION

This report represents the Basel Il Pillar |1l and Basel lil qualitative and quantitative disclosures, highlighting the capital adequacy, risk profile
and control process of Ahli 8ank SAOG (“the Bank”) as per the requirements of CBO. The disclosures are intended to complement the Pillar
|, minimum capital requirements and Pillar Il, supervisory review process of the framework. They should be read in conjunction with the
financial statements as of 31st December 2019,

The Bank has o formal “Disclosure Policy” for disclosure of information that it makes available to the general public as well as to the
regulatory bodies. This policy is framed to enhance transparency about its activities ond promote good governance. The Bank makes
information publicly available in accordance with its policy on disclosure of information and applicable regulations.

SCOPE

The Bank prepares this report in accordance with the Basel Accord in conjunction with and as per the directive of the Central Bank of Oman
(CBQ).

The Scope of opplication covers the Bank only and is not part of any group either as a member or as top corporate entity in the group.

CAPITAL STRUCTURE

The capital base for complying with regulatory purposes differs from accounting capital. The Bank's regulatory capital is dossified into two
categories- Tier | and Tier |l capital.

Tier 1 capital is composed of core capital and is further clossified into Common Equity Tier 1 capital (‘CET1") and Additional Tier 1 capital ('ATI).
CET1 includes paid up capital, legal reserves and retained earnings reduced by cumulative unrealized losses on FYOCI investments and any
other applicable deduction specified in the Bosel Accord. AT1 capital consists of perpetual capital instruments.

Tier Il capital consists of revaluation reserves/ cumulative fair value gain or losses on Fair value through other comprehensive income (FVOCI)
instruments, Stage 1& Stage 2 expected credit loss allowance os allowed by CBO and subordinated debt.

There is no innovative or complex capital instrument in the capital structure of the Bank.
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CAPITAL STRUCTURE (Continued)
CAPITAL MANAGEMENT
The primary objective of the Bank's Capital monagement framewark is to ensure stability by maintaining adequate omount of high quality capital

to commensurate its risk profile. Healthy levels of capital, support the Bank in attaining strong credit rating and maximizing shareholders value.
The framewaork ensures compliance with requlatory capital requirements set by CBO.

The Bank has following credit raotings at present:

Capital Intelligence Fitch Rating

Foreign currency Lang Term Rating: BBB- Viability rating; bb

Faoreign currency Short term; A3 Long term foreign currency and local currency I0Rs; BB+

Outlook: Stable Short term foreign currency and local currency IDRs; B
Support rating; 3 Outlook Stable

The process af assessing the capital requirements of the Bank commences with the compilation of the annual business plan by individual business
units which are then consolidated into the annual budget plan of the Bank. The annual budget plan provides an estimate of the overall growth in
assets, its impact on capital and targeted profitability.

Strategic business abjectives and future capital needs are assessed within this framework. Normally, the Bonk employs copital rationing techniques
to allocate capital for each of the Bank's business risk departments in order to optimize returns.

Sources of future copitaol are identified and plans put in place to roise and retain capital, under the terms of the framewaork The Bank also manages
its capital structure and makes adjustments to it in the light of changes in economic conditions and the risk characteristics of its activities. In
order to maintain or adjust the capital structure, the 8ank may adjust the amount of dividend payment to shareholders or issue return capital to
sharehaolders or issue capital securities.

The Banl’s Finance department manitars and reports the planned versus actual position, to ensure that the Bank is always adequately copitalized.
Risk weighted assets and capital are monitored by the Risk Management department also periodically to assess the quantum of capital available
to support assets growth and optimally deploy capital to achieve targeted returns.

The Bank's capital structure as at 31 December 2019, based on the CBO guidelines is as follows:

Sl.No Elements of Capital Amount (R0'000)
Tier | Capital

1 Share capital* 164,966

2 Legal reserves 31632

3 Subordinated debt reserve 14,000

4 Retained eamings* 31,892
Common Equity Tier | before deductions 242,490
Deductions:

5 Cumulative unrealized losses recognized directly in equity (8,669)
Common Equity Tier 1 233,821
Additional Tier | Capital
Tier 1 perpetual subordinated bonds 124,000
Tier | capital after all deductions 357,821
Tier Il Capital

7 Revaluation reserves / cumulative fair value gains on FVOCI Instruments 1173

8 Stage 1 & Stoge 2 expected oredit losses 15,640

9 Subordinated debt 3,000
Total Tier Il Capital 19,813
Total Regulatory Capital 377,634

* The Board of Directors has proposed a cash dividend of 10% and stock dividend of 5%, which have been adjusted ond is subject to CBO approval and shareholder
approval in the AGM.
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3. CAPITAL STRUCTURE (Continued)

Qualitative disclosures

The Bank's capital management framework sets out to define, measure, roise and deploy capital in o co-ordinated and consistent manner. its
objective is to maximize its return on copital and, at the same time, provide an odequate cushion to cover any unexpected losses. The Bank
manages its capital in an integrated manner with the aim of maintaining strong copital ratios and high ratings. This calls for a balonced opproach:
maintaining capital levels that are sufficient to provide o high return to shareholders; meeting the requirements of regulators, rating agencies and
other stakeholders (including deposit holders and senior creditors), and supporting future business growth. The cost of capital and its composition
in terms of its quality and stability is also considered.

The capital management process of Islamic window is aligned with the strategic planning process of the Bank. Capital pianning is carried out in
conjunction with the strategic business and financial planning exercise. Bonk maintains a five year rolling strategic plan which is updated and
reviewed by the Board of Directors on an annual basis. Copital requirements are assessed based on projected business plans and budget. The
Bank uses o prudential building-block approach as the measurement technique to assess capital adequacy for current and future activities, which
is compared with the consolidated eligible capital.

The Banl¢'s total capital adequacy ratio is 16.91% os ogainst the CBO requirement of 13.5% as at 31 December 2019. The Bank follows a capital
adequacy frameworlk to link the Bank's annual budget projections and the capital required to achieve business objectives. It is determined by the
Bank's strategic planning objectives and capital planning framewaork. Capital requirements are assessed for credit, operational and market, risks,
In order to calculate the capital adequacy ratio, the Bank follows the standardized approach forming part of the Pillar 1 requirements of Basel II
Norms and adopts rating from CBO's recognized four External Credit Assessment Institutions (ECAI), namely Moody's, Standard & Poors, Fitch and
Capital Intelligence, for calculating the risk on its sovereign and bonk exposures. In order to equip the requirements of the advanced approaches,
the Bank has already implemented obligor rating models and the ratings are being tracked regularly.

In order to meet with Pillar 2 requirements of Basel Il Norms, the Bank has in place Internal Capital Adequacy Assessment Process (ICAAP) for
assessing the Bank's capital adequacy in relotion to various risks such as interest rate risk, liquidity risk, concentration risk etc, as well as a
strategy for maintaining the capital adequacy level. Based on the guidelines issued by Central Bonk of Oman, assessment under ICAAP has been

completed for the years from 2019-2022 and it has been determined that the Bank is adequately capitalized to undertoke its planned business
activities.

ICAAP process is divided into a base case and stressed scenarios. The Bank has assumed three different kinds of stress scenarios, namely Mild,
Medium and Severe. These stress scenarios differ in terms of stress event impact level [Mild being the lowest and Severe being the highest).

The following stress scenarios are applied:

*  Rise in NPL by % of direct credit facilities

¢ Portion of SME sector performing loans become NPLs

*  Decline in prices of the Bank's portfolio of investments

» Appreciation / depreciation of local currency against all other currencies
*  Withdrowal of customer deposits

*  Decline in liquid assets

*  Shift in LIBOR yield curve

*  |ncrease in cost of funding due to reputational risk

. Branch generated less than expected profitability

+  Consoclidated impact of different scenarios

In addition to the above, the Bank has also identified additional stress scenarios to include testing of expected credit losses under IFRSS.
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CAPITAL STRUCTURE (Continued)

Quantitative disclosures

I)  Position of various risk weighted assets is presented as under (RO '000):

Sl.No

1
2
3
4
5

Gross balances
Details
(book value)
On-balances sheet items 2,551,300
0ff-balance sheet items 115,049
Derivatives 3187
Market risk -
Operational Risk -
Total 2,669,536
Tier 1 capital
Tier 2 capital

Total Regulatory Capital

Capital requirement for credit risk
Capital requirement for market risk
Capital requirement for operational risk
Total required capital

CET 1ratio

Tier 1 ratio

Total capital ratio

) Capital adequacy

Sl.No

1
2
3
4
5
6

Details
Tier | capital (after supervisory deductions)
Tier It copital (after supervisary deductions and up to eligible limits)
Risk weighted assets - banking book
Risk weighted ossets - operational risk
Total Risk Weighted Assets - Banking Book + Operational Risk
Minimum required capital to support RWAs of banking book and operaotional risk
i} Minimum required Tier | capital for banking book and operational risk
i) Tier Il capital required for banking book and operational risk
Tier | capital available for supporting trading book
Tier Il capital available for supporting trading book
Risk Weighted Assets - trading book
Total capital required to support troding book
Minimum Tier | copital required for supporting trading book
Total Regulatory Capital
Total Risk Weighted Assets - Whole bank
BIS Capital Adequacy Ratio

As on 31 December 2019

Net balances
(boolk value)
2,382,184 1,948,432
108,970 106,976
3187 1392
- B8,763
- 107,150
2,494,341 2,232,713

Risk weighted assets

357,821
19,813
377,634
271,668
9,283
14,465
301416
10.47%
16.03%
16.91%

As on 31 December 2019

Simple Approach
357,821
19,813
2,056,800
107,150
2,163,950
292,133
248,854
43,279
88,840
68,763
9,283
2,646
377,634
2,232,713
16.91%
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RISK EXPOSURE AND ASSESSMENT

Risk Managemaeant Princip!

I3

5

Risk is an inherent part of the Bank's business activities. The primary goal of risk management is to ensure that the Bank's asset and liability
profile, its trading positions, and its credit and operational activities do not expose it to losses that could threaten its survival. Risk Monagement
assists in ensuring that risk exposures do not become excessive, relative to the Bank's capital and financial positions, The Bank has already in place
a risk oppetite statement set by the Board.

The Bank manages the risks effectively and efficiently by making risk management on integral part of commercial banking business. This
emphasizes a clear understanding of business requirements in terms of products, clients, delivery capabilities, competition, regulatory environment,
shareholder values ond the global economic environment leading the Bank to identifying the various associated risks.

Having identified the risks, the Risk Management Department formulate policies and procedures taking into account regulatory requirements and
best international practices, so as to monitor and control the risks within pre-determined acceptable limits.

Primary responsibility for the management of risk lies with the business and operational areas responsible for the generation of risk exposure.
Risk management provides an in-depth check against risk decisions and an ongoing platform to evoluate, monitor and sanction risk at the
individua! transaction and overall portfolio level.

The Bank's risk manogement department reports directly to the Executive Risk Committee (a Board Committeg),

The Bank's Risk Management includes the following four elements:

Risk Identification
¥
Risk Measurement
Risk Mozitnring

Risk Control

The Bank has set up policies and measures to assess capital adequacy in terms of CBO regulations, which have been approved by the Board of
Directors. Under these, the Bank assesses its capital against its risk profile, to ensure its copital is sufficient to support all material risks to which
it is exposed.

The Board of Directors ensures that the senior management establishes a framework that identifies, measures, monitors and reports all relevant
significant risks. The risk management department has identified material risks that the Bank is exposed to, and has defined the framework
necessary to measure, monitor, and report these risks on o timely basis.

The following Board and Management committees manage and control material risks to the Banle

Board Committaes:
»  Audit and Caomplionce Committee
»  Executive & Credit Committee
»  Executive Risk Committee
»  Nomination and Remuneration Committee

Management Committees:

»  Credit & Investment Committee
Assets and Liabilities Committee
Credit Risk Monagement Committee
Dperational Risk Committee
IT Steering Committee
New Product Committee

Special Assets Committee
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RISK EXPOSURE AND ASSESSMENT (Continued)
s and Pracedures:
The Board of Directors approve the Bank's risk appetite, risk management strategies, policies and the framework for their effective implementation
and control, including delegated autharities to the Executive Committee and Management. to approve all risk exposures, In this context, the Board
of Directors has approved the following policies:
1. Anti-Money Laundering Manual 21. Operational Risk Policy & Procedure
2. Personal Account Dealing Policy 22. Froud Risk Management Policy
3. New Product Committee and Proceduras 23. Liquidity and Funding Policy
4.  Voice Recording Policy 24. Market Risk Policy
5. Compliance Policy 25. Risk Management-Approach & Framework
6. Communications Policy 26. Social and Environment Management System Policy
7. Corporate Governance Policy 27. Security and Safety Policy and Plan
8.  Corporate Social Responsibility Policy 28, Asset Monagement Policy
9.  Dividend Policy 29, Brokerage Policy
10. Expenses Policy 30. FATCA Policy
1. Capital Monagement Policy 31. Customer Complaints Redressal Policy
12. Disclosure Policy 32. Profit Distribution Palicy
13. Board Remuneration Policy 33. Charity Policy
14.  Financial Institutions Policy 34, Zokoh Policy
15.  Human Resources Policy 35. Cost Sharing Policy
16. Outsourcing Palicy 36. Segregation of Funds Policy
17. Code of Business Conduct 37. Social Media Policy
18. Information Security Management Policy 38, Shari'a Governance Manual
18. Business Continuity Management Policy 39. Third Party Risk Management Palicy
20. Credit ond Investment Policy
All policies are subject to periodical reviews. Any change in law or regulation is deemed to be automatically adopted and implemented immediately
upon its issuance (i.e. prior to the final amendment of the underlying policy or procedure).
The bank has exposure to the fallowing risks:
CREDIT RISK

Credit risk arises from the potential financial loss resulting from customers /7 counterparties foiling to honor the terms of their contracts. It also
includes the risk of loss in portfolio value as a result of migration from lower risk to higher risk categories. The Bank evaluates both settlement and
pre-settlement credit risk at the customer level, across all products of the Bank.

Credit risk is the most significant risk incurred by the Bank, and proactive management is critical to the Bank's long-term success.

The Bank has a comprehensive due diligence system for approving credit facilities, and well defined policies on controlling credit risk at the counter-
party, group, economic sector, and country levels.

All corporate, bank and sovereign credit requires independent credit risk review to be approved by outhorities, from Level Il to the Board, depending
on their delegated credit approval Jurisdiction (CAJ). All credit approvals are strictly in accordance with the regulatory guidelines issued from time
to time by the CBO. Exceptions in retail credit exposure are escalated to Risk Management Department for necessary approvals.

Risk Management guantifies the Banl’s credit risk appetite in line with the Bank's strategic direction. A well-estaoblished process exists to ensuring
the allocation of capital for the total credit risk to be assumed by the Bank; and measuring the actual use of copital at portfolio level.

With regard to credit culture, Risk Management ensures that the appropriate policies, guidelines, processes and procedures exist to cover all
business areas of credit risk. It also ensures the consistent application of credit stondards through a diligent Credit Review function and post

approval review of loans through a Loan Review Mechanism (LRM) function and the periodic review ond updating of credit policies, guidelines and
pracedures,

The Bank also has a rabust system of borrowers' risk ratings that assesses the risk of corporate borrowers and monitors ratings changes
periodically. In case of financial institutions, ratings by credit rating ogencies are considered.
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5.  CREDIT RISK (Continued)

w

tructure and policies of credit risk management

The credit risk management policies are governed through Credit Risk Manogement Committee, Executive Risk Committee of the Board and the
Board of Directors. The following is the structure of credit risk approval:-

Board of Directors

Executive & Credit Committee
[A Board committee)
| I

Credit & Investment Committee Spedial Assets Committee

Level 1 Approval Autharity

Level 2 Approval Authority

The Bank has set up internal limits and approval outhorities at various Management and Board Level Committees or the full Boord baosed on the
product category like Commercial Banking Lending, Country Limits or Limits for lending to Banks / Fis or Sovereigns and also lending related to
the Bank's brokerage activities, the legal nature of the borrowers and their credit risk rating.

In regards to transaction risk, Risk Management ensures that credit is underwritten according to approved standords and that all risks are
highlighted in the credit risk review, including policy exceptions. It includes analyzing and reporting on the nature of on- and off-balance sheet
counter-party exposure (size, tenor, complexity and liquidity), incdluding secured and unsecured credit facilities. To safeguard against concentration
risk, sectoral limits have been set for ensuring that the Islamic window is having a well-diversified portfolio, the same is being is being reviewed
by the Bank on a regular basis.

The Credit Risk Management Committee (CRMC) oversees, adherence to the limits, exceptions and mokes recommendations to the Board in
respect of policy related matters pertaining to credit risk manogement.
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CREDIT RISK {Continued}

Pastdue cr

As a matter of palicy, the Bank creates allowance for impairment of financing contracts promptly and in a consistent manner. The Bank has
adopted IFRS 3 "Financial Instruments” accounting standard in 2018 based on which impairment is assessed on a forward looking expected credit
lass (ECL) basis, as required by CBQ.

The ECL Allowance is based on the credit losses expected to arise over the life of the asset (Lifetime ECL), unless there has been no significant
increase in credit risk since arigination, in which case, the allowance is based on 12 months expected credit loss (12 month ECL).The 12 month ECL
is the portion of lifetime ECL that represent the ECLs that result from default events on a financial instrument that are possible within 12 months
after the reporting date.

The Bank has established a policy to perform an assessment on a monthly basis whether a financial instrument's credit risk has increased
significantly since initial recognition, by considering the change in the risk of default occurring over the remaining life of the financial instrument.

Based on the above process, the Bank groups its financing exposure into Stage 1, Stage 2 and Stage 3, as clossified below:
Stage t:

When Loans and advances & financing are first recognized, the Bank recognizes an allowance based on 12 month ECLS. Stage 1 financing exposure
also include facilities where the credit risk has improved and the financing exposure has been reclassified from stage 2.

Stage 2.

When a Loans and advances & finandng exposure has shown a significant increase in credit risk since origination, the Bank records an allowance
for lifetime ECLs. Stage 2 finandng exposure also include facilities, where the credit risk has improved and the financing exposure has been
reclassified from stage 3.

Stage 3:
Loans and advances & financing exposure considered credit impaired. The Bank records an allowance for lifetime ECLs.
The Bank considers a financial asset to be in default when:

- theborrower is unlikely to pay its credit obligations to the Bank in full, without recourse by the Bank to actions such as realizing security (if any
is held); or

- the borrower is past due more than 90 doys on any material credit obligation of the Bank.

in case of Treasury and interbank balonces, when the required intraday payments are not settled by the close of business as outlined in the
individual agreements.

Quantitative Disclosure:

) Total gross credit risk exposures, plus average gross exposure over the period broken down by major types of credit exposure: (RO ‘000)

Sk Nao. Type of credit exposure Average gross exposure Total gross exposure
31-Dec-19 3tDec-18 31-Dec-19 31-Dec-18
1 Overdrafts 72957 62,482 76477 69,437
2 Personal loans 599,668 654,240 728,241 671,095
3 Loans and against trust receipts 62,151 65,087 60,641 63,661
4 Other loans 114,437 976,158 121,688 101,175
5 Bills purchased/ discounted 24,593 23860 15,458 29,727
Total 2,000,806 1781827 2,096,515 1,905,095
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) Geographic distribution of exposures by major type of credit exposure: (R0 ‘000)

SINo.  Type of Credit Exposure

Qverdrafts

Personadl loans

Loans against trust receipts
Other loans

Bills Purchased/discounted
Any other

Total

a o s W =
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Other GCC DECD i

Oman countries countiies India Others Total
76,477 & & = = 76,477
728,241 & = = “ 728,241
50,641 - & » = 60,641
1,194,930 10,500 2,750 a2 3,506 121,698
19,458 - - - 19,458
2,079,747 10,100 2,750 412 3,506 2,096,515

1IN} Industry or counter party type distribution of exposures, broken down by major types of credit exposure: (R0 '000)

SINo.  Economic sector

Wholesale and retail trade
Mining and quarrying
Construction

Manufacturing

Transport and communication
Electricity, gas and woter
Financial institutions

Services

W o N O d s W

Personal loans

P
[=]

Non- resident lending
All athers
Total

-t
=

SINo Time Band

Upto MMonth
1-3 Months
3-6 Months
6-9 Months
9-12 Months
1-3 Years
3-5 Years
Over5 Years
Total

@ N g s W =

Bills Off Balance

Overdrofts Loans purchased/ Others Total Sheet

discounts Exposure

16,078 157,124 4,647 - 177,849 35,212

1,475 105,21 1419 - 108,165 -

25,433 425,708 8,193 = 459,334 117,357

12,257 86,888 1566 B 10o0m 28,518

852 63,567 - - 64,419 260

w5,056 11,586 - - 116,642 6,053

26 148,018 - - 148,044 3,583

8,868 145,743 3633 - 158,264 3,067

2,521 725,720 u - 728241 134

- 16,768 - - 16,768 -

3,891 14,187 - - 18,078 26,350

76,477 2,000,580 19,458 - 2,096,515 224,534

IV} Residual contractual maturity of the whole portfalio, broken down by major types of credit exposure:(R0'000)

Bills Off Balance
Overdraft Loans purchased/ Others Total Sheet
discounted Exposure
3,824 160,521 6,486 - 170,831 95,344
3,824 193,543 10,855 - 208,222 24,532
3,824 76,298 1783 = 81905 23,502
3,824 47,127 313 - 51,264 9,858
3,824 34,248 21 - 38,093 6,040
19,119 226,744 - ~ 245,863 48,686
19,119 174,801 = - 193,920 15,523
/19 1,087,298 - = 1,106,417 1048
76477 2,000,580 19,458 = 2,096,515 224,534
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5.  CREDIT RISK (Continued)

{V) Major industry or counterparty type {R0'000)

SiNo Economic sector

Whalesale & retail trade
Mining & quarrying
Construction
Manufacturing

Electricity, gas & water
Transport & communication
Financiol institutions
Services

W w ~N OO R W

Personal loans

=
o

Nonresident lending
All others
Total

-
=

Gross loans D;t:::g St:t?:eglg Stoge 3 m;?;m;z ;;v::;ﬁ
ollowance  made during net during

exposure ollowance the yeor the year

177,849 5,641 2,766 269 1,598 -
108,165 24 1799 n 13 %
459,334 6,903 6,232 4,027 608 463
100,Mm 831 1,267 615 B9S -
116,642 = 136 o 53 -
64,419 756 1,067 217 (238) -
148,044 2 934 - 429 -
158,264 2,952 1834 1,415 (270) =
728,241 19,321 4,250 1,820 343 12
16,768 - 33 2,440 12 -
18,078 10 99 - 8O -
2,096,515 36,438 20,5 20,814 7m 475

The Bank has set aside an additional amount of RO 1.893 million as a non- distributable special reserve on restructured loans based on CBO circular

as at 31 December 2019,

Stage 3 allowance includes reserve interest amounting RO 2.877 million.

(vl) Amount of impaired loans broken down by significant geographical areas including, with the amounts of impairment allowances

related to each geographical area{R0'000)

SIiNo.  Countries

Oman

Other GCC countries
OECO countries
India

Pakistan

QOthers

Total

[= IS 1 B ~ S S B S

Stage 3 allowonce includes reserve interest amounting to RO 2.877 million.

(vil) Movement of gross loans(RD '000)

SLNoc. Details

Opening balance
Mitigation/ changes (+/)
New loans

Recovery of loans

Loans written off

Closing balance
Impairment allowance held

@~ O s W N =

Reserve interest

54

Gross loans n;t::iedls St;geg;g Stuge 3 I":;,:':::: "fmdv::::fs’
exposure olce gllowance  made during net during

the year the year

2,079,747 33,688 20,381 18,377 6,997 475
10,100 - 316 - 2 -
2,750 2,750 - 2,201 (10m -

412 - = 236 219 =

3,506 - 8 - (6) =
2,096,515 36,438 20,715 20,814 am 475
Stage1 Stage 2 Stage 3 Total

1706131 166,149 32,815 1,905,095

(206,192) 199,762 6.430 -

968,073 495124 10,157 1473354

[784,04b) (485,104) (12,309) (1,281,459)

= < (475) (475)

1,683,966 375,931 36,618 2,096,515

B17 14,598 20,814 41529

= - 2,877 2,877
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5.  CREDIT RISK (Continued)
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As part of the standardized approach, the Bank follows the simplified approach for credit risk capital charge calculation. Accordingly, keeping in
view the CBO guidelines, the Banl has used the financial collaterals such as cash, acceptable bank guarantees and shares listed on the MSM main
index as part of the credit risk mitigation for arriving at the capital adequacy.

Qualitative Disclosures;

The Bank is following Moody's, S&P and Fitch rating for both sovereign and interbank exposures and the balance is treatad as unrated at 100% risk.
As per the guidelines, the ratings corresponding to the two lowest risk weights are tonsidered and the higher of the two risk weights is applied.
There has been no change in the approach compared to previous year.

The bank uses the discretion to treat loans and advances as unrated at risk weight of 100%, except hausing loans and SME which are risk weighted
at 35% and 75% based on the requirements as stipulated in the guidelines issued by CBO.

Similarly, the bank uses the discretion of the simple approach for recognizing collaterals,
Quantitative Disclosures:

Gross exposure amount as at 31 December 2019, subject to the standardized approach is as below:

RO D0O's
Capital Charge
S.No. Product / Rating Total
0% 20% 35% 50% 5% 100%
Rated
1 Sovereign 334,369 = = - - 818 335,187
2 Banks > 31,751 - 1B < % 47,452
Unrated
1 Corporate = = - - 74116 1124,235 1,198,355
2 Banls - 19,845 = 7,068 - - 26,913
3 Retail - = - - - 454,122 454,122
4 fe";:f'j";fu‘l‘;’foigiv - - 73,090 - - 182206 255296
5 ccqlz?:ﬁeigf;lﬂperg ggﬂy _ R - - - 249,850 249,850
6 Post due loans = = - - - 12,747 12,747
7 QOther assets 15,057 = - - - 74,545 89,603
Total Banking Book 349,426 51,596 73,090 22,779 74,16 2,098,528 2,669,535

Credit Risk Mitigation: Disdosures for standardized approaches
Qualitative disclosure

Credit risk mitigation (CRM) encompasses colloteral management ond credit guarantee arrangements, The policies and processes for on- and
off-balance sheet netting (and the extent to which the Bank makes use of them); policies and pracesses for collateral valuation and management;
and a description of the main types of collateral taken are described below.

In respect of real estate collateral, two valuations are obtained if the value of collateral exceeds a particular level: the lowest valugtion is used.
The Bank oiso has a mandatory requirement to obtain an insurance policy on real estate collateral (other than land) where the policy is assigned

in the Bank's favor. Real estate callateral is valued on regular intervals and also on need basis based on the assessment of risk and economic
scenario prevailing.

The Bank normally accepts the following types of collateral:

*  Cash margins ond fixed deposits

*  Readl estate camprising income-producing and non-income-producing ossets.

*  Shares listed on recognized stock exchanges located in GCC

. Irrevocable and unconditional guarantees / standby LC issued by acceptable Banks
*  Debt securities subject to meeting approved criterio.

*  Funds subject to meeting approved criteria
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CREDIT RISK (Continued)

The Bank also accepts guarantees of individuals and corporates to mitigate risks, wherever applicable and has @ system of assessment of their
creditworthiness.

Management monitors the market value of collateral at regular interval and requests additional collateral in accordance with the underlying
ogreement in case of shertfall. The Bank also periodically reviews the collateral cover for determining the adequacy of the allowance for
impairment losses. The fair value of collateral that the Bank held as at 31 December 2019 towards loan and advances not impaired amounted to
RO 826.904million.

Quantitative disclosure
As per Bosel & CBO guidelines the Bank stands in possession of the following eligible collateral:
1) Cash 2) Shares 3) Sovereign Guarantee,

Exposure covered by cash collateral - RO 82.243 million after application of haircut (0%) exposure stands at RO Nil,
Exposure covered by Shares collateral - RO 211.861 Million; after application of haircut (50%) exposure stands at RO. 105.931 Million.
Exposure covered by Sovereign guarantee RO 8.2 Million; after application of haircut (0%) exposure stands at RO Nil,

Particulars RO ‘Mn
Gross Exposure - banking bool 2,669,536
Credit risk mitigation [196.38)
Risk weight impact - for banking book [416.355)
Risk weighted assets - banking boak 2,056.8
Capital charge for credit risk 277.668

The Risk weighted ossets for credit risk as per Basel Il is RO 2,056.800 million.
Counterparty Credit Risk:

Counterparty Credit Risk (CCR) is the risk that the customer or trading counterparty of the Bank, usually an OTC derivative contract, may faoil to
fulfill its obligation which may result in replacement ar termination of transaction at a loss to the Bank.

Bank has implemented Current Expasure Method (CEM) for the measurement of Risk Weighted Assets under CCR. Exposure under CEM method
is defined as sum of Potential Future Exposure (PFE) and Current Credit Bxposure (CCE). The PFE is the estimate of emount of exposure that may
occur over a one year time horizon while CCE is the sum of positive MTM [Mark to Market] values, Bank has total exposure (CEM) of OMR on account
of OTC derivatives (FX forwards, Interest Rate Swaps etc) and RWA of RO 3.187 milfion os at 31 December 2018.

MARKET RISK :
Qualitative disclosure

Substantially all of the Bank's businesses are subject to the risk that market prices and rates will move and result in profits or losses for the Bank.
Marlet risk arises from fluctuations in interest rates, foreign exchonge rates, commodity and equity prices. Market risk has been categorized into
interest rate risk, equity position risk ond foreign exchange risk. The Bank does not take any trading positions in commodities

The Bank has a robust Market Risk Management framework which comprises of risk identification, setting up of limits, monitoring, reporting,
escalation matrix and resolution. The policy and procedure ensures that all limits are within risk appetite of the Bank and approved by the Board.

Details of various market risks are as below:
Interest Rate Risk Principles and Framework

Interest rate risk arises from the possibility that changes in interest rates will affect the value of underlying financial instruments. The Bank is
exposed to interest rate risk as a result of mismatches or gaps in the amounts of assets and liabilities and off balance sheet instruments that
mature or re-price in a given period. The Bank's overall goal is to manage interest rate sensitivity so that movements in interest rates do not
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adversely affect the Bank's net interest income. Interest rate risk is measured as the potential volatility in net interest income caused by changes
in market interest rates. The Bank manages this risk by matching or hedging the re-pricing profile of assets and liabilities through various risk
management strategies.

Interest Rate Risk in Trading Book

Interest rate risk in the trading book is the risk of losses in the market value of underlying financial instruments and arises from the sensitivity of
interest bearing instruments to interest rate volatility. interest rate risk in the trading book is monitored through notional exposure limits, stop
loss limits, and maximum maturity limits, and is marked to market.

As of 31 December 2019, there were no trading book position sensitive to interest rate changes.
Equity Position Risk

Equity position risk occurs due to change in market vaolue of the Bank's equity portfolio due to change in general market or security specific
conditions. The ALCO monitors all equity investment on periodic basis. The Market Risk and Mid Gffice is responsible to ensures appropriate risk
limits are in place and reports the same to appropriote authorities.

As of 31 December 2019, equity investments classified as FVTPL amount to OMR 0.470 million.
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, Foreign exchange risk management is ensured through regular measurement and monitoring of open foreign exchange positions.
Treasury tokes every possible measure to cover open positions creoted by customer transactions.

instruments used to mitigate this risk are foreign exchange spot, forwards, deposits, etc. These instruments help to insulate the Bank ogainst
losses that may arise due to significant movements in foreign exchange rates. All foreign exchange exposures are centrally managed by the
Bank's Treasury and are daily marked to market. Limits have been assigned with respect to overnight open exposures, stop loss and authorized
currencies to maonitor and contral foreign exchonge exposures.

The Bank treats its entire Foreign Exchange Exposure under Basel It Standardized method for capital calculation. The Net open position in all
foreign currencies stands at RO 76.135 million (including RO 74.233 million open position is in effectively pegged currencies) as on 31 December 2019,

titative Disclosure:

Capital Charge:

The exposure under the truding book of the Bank includes relatively small foreign exchange exposure primarily arising from the holding of day-end
pasitions in currencies overnight, and exposure towards interest rote related instruments. Positans are monitored on daily basis to ensure open
currency position is maintained within the regulatory limit. For the purpose of capital charge, the three month average of the sum of the net short
positions or net long positions, whichever is higher, is taken. The average is worked out on the basis of the actual positions as obtained on all the
working days during the three month period immediately preceding the reporting date.

In addition, the Bank holds insignificant FYTPL investments. The exposures are daily monitored by the Middle Dffice os per the approved stop loss
and exposure limits.

Table showing capital charge for interest rate, equity and FX risk as on 31 December 2019 is shown below:

Type of risk 2018 2018
Interest rate risk 41 i
Equity position risk 40 76
Fareign exchange risk 5,420 5.029
Percentage of NOP to regulatory capital 20.16% 17.12%
Regulatory ceiling (% to total networth) 40% 40%

Total risk weighted assets for troding book is RD 58.763 million.
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MARKET RISK (Continued)

Investments in the banking book
The Bank's investments will have to be within the overal limits and restrictions as CBO may prescribe fram time to time.

However, the Bank has set up internal limits and approval outhorities at various Monogement and Board Level Committees or the full Board of
Directors based on the product category like Repo, CBO CD or Equity / Bonds, as a percentage of the Capital Base of the Bank. All investment
propasals are routed through the ALCO to the relevant approval authority.

In addition ta the CBO restrictions on investments by banks, and such internal limits as described above, the following restrictions will apply:

The Banlcs appetite for private subscriptions and unlisted / unquoted equity is low, and any such proposals should be adequately justified on a
case by case basis, and has to be approved at least by the Executive & Credit Committee and by the Board if it exceeds limits structured as a
proportion of the Bank's capital base.

All investments of the Bank should be in either USD or USD pegged GCC currencies or any investments in other currencies should be approved ot
least by the Executive & Credit Committee if it exceeds limits structured os o proportion of the Bank's capital base, after review and recommendation
of the ALCO. Aggregate investments in all such currencies should not exceed a limit based on the Bank's capital base unless approved by the
Board of Oirectors. This should include all investments through any Fund Manager, or proprietary investments made through the Bank's Asset
Management Department.

Any investments of the Bank outside the GCC countries or US will have to be specifically opproved by at least the Executive & Credit Committee if it
exceeds limits structured as a proportion of the Bank's copital base. This should include all investments through any Fund Manager, or proprietary
investments made through the Bank's Asset Management Department.

The Bank will try to achieve reasonable diversification of its equity investment portfolio among the economic sectors, and will not exceed a certain
limit of its investment partfolic in ony particular industry / sector groups listed below:

g. Trading and retailing

b.  Real estate development, management and rental income

€. Construction / contracting and building materials

d.  Travel / tourism, hotels, restaurants, entertainment, health services and education

e, Warehousing / storoge, logistics, supply management and transportation, utilities and telecom
f.  Oiland gas

g.  Banking and financial services

h.  Conglomerates or holding companies investing in any of the above business lines

This should include all proprietary investments made through the Bonk's Asset Management Department,

Any proposal that leads to contravention of the above or any proposal for investment in any sector or industry not listed above will need approval
of the Executive Credit Committee,

All investment approval requests for specific transactions or trading limits must be made by the relevant Business Line, appraved by the Credit
and Investment Committee and submitted ta the Executive & Credit Committee os delegated. Any approval above those delegated limits is to be
elevated to the Board level for approval. Any restrictions on investments as per effective CBO regulations shall apply. The details of investments
are provided in Note 9 of the financial statements.

Investment exits/ Stop loss (does not cover Asset Management Division operations)

Exit strategies is dearly outlined in all investment proposals, In case of a change in the exit strategy, approval from the same approving body is
obtained. Sale of FVOCI investments to book profit is approved/ ratified by the ALCO.

Unless stated otherwise in the investment application the tolerance level of a decrease in the value of a liquid investment is o maximum of
15%. Any holding with loss equivalent or greater than 10% is notified to ALCO members. In case the investment is witnessing a material change
(downgrading or expected downgrade etc.), the Business Unit notifies the Credit and Investment Committee outlining the action/remedial plan.
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6.  MARKET RISK (Continued)

Interest Rate Risk in Banking Book [IRRBB)

The Bank monitors its interest rate risk in the banking book through performing repricing gap analysis of interest rate sensitive assets and
liabilities. Under repricing gap analysis, the Bank distributes interest rate sensitive assets and liabilities into time bands according to their maturity
(if fixed rate) or time remaining to their next repricing (if floating rate). The size of the gap for a given time period - that is ossets minus liabilities
that reprice or mature within that time band - gives an indication of the Bank's repricing risk exposure. The Bank evaluates the effect of a parallel

shift in yield curve on its economic value by applying a proxy for modified duration multiplied by the assumed parallel change in interest rates to
the gap under each time band.

The nature of IRRBB and key assumptions, induding assumptions regarding loan prepayments and behavior of non-maturity deposits, and
frequency of IRRBB measurement, are given below.

Interest rate risk is mainly related to retail banking book as they are re-priced with any change in the CBO's interest rate and for corporate
customer re-priced in line with the market conditions.

Depasits are re-priced based on their final maturity, or if linked to a floating rate index, on the re-pricing date. Deposits that are insensitive
to interest rate movements are categorized separately. The eamings ot risk are calculoted based on interest rate re-pricing gaps. The Bank is
confident of sourcing the cheaper source of funds by way of customers' deposits. ALCO olong with the risk management department identifies
interest rate risk and these are monitored and reported periodically. Rate sensitive exposures are quantified using re-pricing gaps.

Quantitative Disclosure:
Exposure and sensitivity analysis

The assumption used for assessing the impact of interest rate risk is by applying a 200 bps interest rate sensitivity. Earning impact
of a 200 basis points paorallel shift in interest rate is provided below:

2019 2018

RO ‘000 RO ‘000

Impact of +200 bps interest rate increase 7487 6,590
impact of -200 bps interest rate decrease (7,487) (6,580)
Impact of +200 bps interest rate increase as % of Capital +1.98% +1.87%
Impact of -200 bps interest rate decrease as % of Capital -1.98% -1.87%

The bank's interest sensitivity position, in line with guidelines issued by Central bank of Oman, based on contractual re-pricing arrangements at 31
December 2019 is highlighted in Note 36.3.2 of the financial statements.

7.  LIQUIDITY RISK
Qualitative Disclosure

The Bank defines liquidity risk os its ability to meet all present and future financial obligations in @ timely manner and without undue effort and
cost through unconstrained access to funding at reasonable market rates and without affecting asset growth and business operations.

The following key factars are taken into consideration while assessing and managing the liquidity risk of the Bank:

*  The need to have a well-diversified base for funding sources, comprising a portfolio of retail customers, large corporates and institutions,
small & medium enterprises, high net worth individuals, without significant concentrations or correlations, thereby diversifying the funding
bose and mitigating concentration risks.

*  Bosed upon the past behavioral pottern analysis of our main liabilities, management expects large portion of customer deposits to be rolled
over at contractual maturity.

*  As per the CBO directives, the Bank keeps at least 5% of its Demand & time deposit liabilities with CBO in the form of clearing balances
e Commitments for loans and advances are appraved after taking into occount the Bank's overall liquidity position.

The Bank's projected liquidity needs are analyzed, ond optimum alternatives to manage the liquidity risk are discussed and approved in ALCO, The
Risk Management department also independently reviews and evaluates the Bank’s ability to access liquidity from different sources.

The Treasury and Risk management Departments identify liquidity at risk, which is monitored daily and reported periodically to ALCD, Liquidity and
Funding Policy and a liguidity contingency plan have been established by the Bank.
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LIQUIDITY RISK (Continued)
Liquidity and Funding Palicy

The Liquidity and Funding policy of the Bank is intended to ensure that liquidity requirements are prudently and effectively managed such that
anticipated and unanticipated funding needs are met on an ongoing basis in a controlled manner at the least possible cost.

The Bank's ALCO reviews the Liquidity Policy annually and submits recommendations for changes, if any, ta the Bank's Chief Executive Officer [CED)
for review and submission to the Executive Committee and Board as applicable.

There are a number of technigues which the Bank uses to manage its Liquidity position. The key ones are:

*  Placing limits on maturity mismatches

*  Maintaining a stock of liquid assets

*  Diversification of liobilities

¢ Access to wholesale markets

¢ Multi-currency liquidity manogement

The Bank also maintains significant investments in liquid instruments issued by Government & banks principally for maintaining liquidity. The Bank
also has standby lines of credit to meet its obligations at any given time, if the need arises.

Stock of Liquid Assets

An adequate stock of high guality liquid assets provides the Bank with the capacity to meet its obligations while any underlying problems affecting
liquidity are oddressed.

Such assets are clearly identified, their role defined and minimum holding levels are established and agreed by the ALCD. The degree of
diversification of the liquid ossets portfolio is reviewed by the ALCO on a monthly basis,

As per the guidelines of CBG, the Bank is required to maintain Liguidity Coverage Ratio (LCR) of at least 100%. Further, Net Stable Funding Ratio
(NSFR) is also prescribed at a minimum of 100%. Internally, the Bank has implemented a mare stringent requirement for these ratios which is
reviewed by ALCO on a monthly basis. A detailed disclosure on the position of the Bank in regards to these ratios is contained later in this report.

Diversification of liabilities

The Bank seeks to maintain a diversified funding base, and monitors the degree of diversification in its liability base on @ monthly basis. Depositor
concentration is reviewed by the ALCD on a monthly basis,

The liquidity policy recognizes the inherent value of the Bank's longer term depositors. The Bank seeks to establish strong and lasting relationships
with depositars and other liability holders so as to foster o stable funding base. Trends in liability balances by categary are reviewed by the ALCO
on a monthly basis.

The Bank also recognizes that an over reliance on short dated inter-bank deposits can lead to difficulties in extreme market conditions, The Bank's
expasure to such deposits is reviewed by the ALCO on a monthly basis.

Multi-currency liguidity

Where pasitions in specific foreign currendies are significant to its business, the Bank addresses the measurement and manogement of liquidity

in these individual currencies. It is considered appropriate to consalidate several (usually minor) currencies and monitor the aggregate exposure
expressed in base currency.

When monitoring exposure in aggregate, the Bank ossesses the convertibility of individual currencies, the timing of access to funds, the impact
of potential disruptions to foreign exchange markets, and exchange risks before presuming that surplus liquidity in one currency can be used to
meet a shortfall in another currency.

Performance against limits is monitored daily by Treasury with any exceptions being immediately reported to ALCO members. Review of all
liquidity positions against limits is performed by Head of Risk Management and Treasury based on figures produced by the Treasury Middle Office
/ Finance Department.

The Treasurer along with the Head of Risk Management derives and documents the Maturity Profile behavioral adjustments, based an redemptions
ond withdrawal requests. These are communicated to the ALCO for discussion and acceptance.

Liquidity Contingency Plan:

It is imperative for the Bank to maintain an adequate amount of liquid ossets as o protection against a possible loss in the event of emergency
situation. The Bank's Liquidity Contingency Plan (LCP) is approved by Board and addresses the institution's strategy for handling any liquidity
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7. LIQUIDITY RISK (Continued)

crisis. LCP will serve as the blueprint for meeting its funding needs under stress environment in g timely manner and at a reasonable cost. it
describes policies and pracedures for managing or making up cash flow shortfalls in such situgtions at both solo and consolidated level,

The Bank has adopted quantitative and qualitative key warning indicators which is monitored by Market Risk teom and presented to ALCO. The
members of the Liquidity Crisis Management Team (LCMT) and ALCO are notified immediately should any of the early warning criteria be breached.

In the event of the plan being invoked, ALCO delegates the responsibility for the management of the Bank's liquidity to the LCMT. The LCMT is
comprised of CEO (Chairman), DCEO Wholesale Banking , DCED - Support Services, Head of Finance, Head of Treasury and Head of Risk.

uantitative disdosure

The maturity gaps are measured and reported as per CBO circular BM 955 dated May 7, 2003 and subsequent amendments including the CBO
circular dated March 20, 2018 on Maturity of Assets and Liabilities. Disclosure pertaining to the maturity profile of assets and liabilities as at 31
December 2019 are provided in note 36.2.2 of financial statements. Following is the position of currency-wise cumulative gaps as % of cumulative
liobilities as monitored ogainst CBO prescribed maximum limits:

as of 31 December 2019

Currency Upto 1 month 1- 3 months 3 - 6 months 6 - 9 months 9 - 12 months
Aggregate 33.2% 18.8% 9.6% -1.3% -21.3%
OMR 47.0% 32.0% 19.4% 2.1% -22.9%
usD 16.1% -0.3% -8.0% -10.4% -22.4%
Others 38.9% 13.7% 1.6% 10.2% 17%

as of 31 December 2018

Currency Upto 1 month 1- 3 months 3 - 6 months B - 9 months 9 - 12 months
Consolidated 58.7% 37.1% M1% -0.1% -16.0%
OMR 53.4% 42.6% 211% 1.4% -11.9%
uso 58.8% 26.9% -4.6% -12.6% -24.0%
Others 595.8% 206.2% me% 76.8% ns5%
CBO prescribed Limits -15% -15% -20% -25% -25%

B. OPERATIONAL RiSK
Operational Risk Framework

Operational risk is the risk of direct or indirect loss resulting from inadeguate or failed internal processes, people, and systems or from external
events.

Losses from external events such as a natural disaster that has o potential to domage the Bank's physical assets or electrical or telecommunication
failures that disrupt business are relatively easier to define than losses from internal problems such as employee froud and praduct flaws. The risks
from internal problems are more closely tied to the Bank's specific products and business lines: they are more specific to the Bank's operations
than the risks due to extemnal events. Operational risks faced by the Bank include IT Security, telecom failure, frauds, and operational errors.

Operational risk is controlled through a series of strong interal controls and audits, well-defined segregation of duties and reporting lines,
operational manuals and standards. Internal oudit independently reviews the effectiveness of the Bank's internal controls and its ability to
minimize the impact of operational risks. The Bank hos an Operational Risk Management Framewaork elucidating the pracesses involved in the
operational risk management. There is an Operational Risk Committee that is the owner of this Framework and holds responsibility.

The Bank identifies and assesses the operational risk inherent in its key material products, activities, processes and systems. It also ensures that

before any new praducts ar services, activities, processes or systems are introduced; the associated operational risks are properly assessed and
mitigoted.

Risk identification is vital to the development of operational risk monitoring and control systems. Risk identification considers internal factors such
as the Bank's structure, the nature of its activities, the quality of its human resources, organizational changes, and employee turnover. It also
examines extemal factors such os changes in the industry, major political and economic changes, and technological advances.
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OPERATIONAL RISK {Continued)

The Bank hos identified the fallowing operational risks and has been implementing an effective framework ta manage them:
*  Fraud Risk

*  Process Risk

*  Legal Risk

*  People Risk

*  Compliance Risk

. IT Risk

*  Physical Security Risk

In order to effectively manage the risks arising from frauds, in line with the CBO Circular on Fraud Risk Manaogement, the Bank has introduced
separate Froud Risk Management (FRM) Policy & FRM Pracess. The FRM unit forms part of the Operational risk management division of Risk
Management functions and is independent of other departments.

Control and Mitigetion of Operational Risk
The Bank has established policies, processes and procedures to control and mitigate material operational risks. It periodically reviews risk limitation

and control strategies and adjusts the operational risk profile accordingly, using apprapriate strategies in light of its overall risk oppetite and profile,

Towards this, the Bank has implemented Operation Risk Self-Assessment (ORSA) procedure for each of its business segments, where operating
risk related to each business area is identified; documented and corresponding control processes are defined and documented. The action points

arising from ORSA are reviewed and reported ot the Operational Risk Committee on @ regular basis. The Bank also has Key Risk Indicators (KRIs)
in place and monitors these on a regular basis.

The Bank ensures that there is appropriate segregation of duties and persannel are not assigned responsibilities that may create a conflict of
interest or enable them to conceal losses, errars or inappropriote actions.

The Bank ensures adequate internal audit coverage to verify that operating policies and procedures have been implemented effectively.
The Bank takes insurance cover to mitigate operational risk, wherever applicable.

It also ensures that internal practices exist ta control operational risk such as:

¢ Muaintaining safeguards for access to, and use of, the Bank's assets and records;

. Ensuring staff have appropriote expertise and training;

*  Regularly verifying and reconciling transactions and accounts.

Reputation Risk

Reputation Risk is negative public opinion/reaction which could couse damage to the Bank's profitability or image. Reputation risk is one of the

most complex risks to manage in view of unpredictability, constant change in the operating enviranment, personnel turnaver and multi-cultural
environment that the Bank operates in. The Bank identifies, measures, monitors and controls reputation risk arising in the following areas:

= Customer service

*  Perception of stakeholders regarding Bank's commitment to their interests
. Quality of products, services and sales practices

*  Reporting to staleholders and external ogencies

*  Accuracy of information in communications to the public

There are policies and procedures in place to manage and monitor reputation risk.

Business Continuity Risk

The Bank has documented the Business Continuity Palicy (BCP) which outlines the business continuity process to be followed in a disaster scenario,
and undertakes comprehensive testing of all its critical systems and processes. The BCP aims to minimize the severity and impact of a disaster
while continuing to serve bath the business and customers with a lowest achievable detriment in service. The plan considers the following:

*  Disaster scenarios and magnitude

*  Various steps to mitigate the risk

*  Impact on the Bank's business and operations

*  The resources required for resuming the operations at the earliest possible time following the disaster
*  Operating processes and available systems at the Disaster Recover [DR) site
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B.  DPERATIONAL RISK (Continued)

During the year 2019, the Bank has carried out a comprehensive BCP test and a volume test on @ waorking day in order to test the resilience of
the Bank's business systems at the DR site. The scope of the test was arrived at based on the Business Impact Analysis (BIA) carried by the Bank
and the results of the BCP/ volume tests were submitted to the Board. The Bank has in place a crisis management team, and the processes to
be followed during a disaster scenario has been detailed out in the BCP documents of the Bank.

Erond Bielr Mans T
Fraud Risk Manac

The Bank takes effective prevention and detection of fraudulent activities extremely serious and cooperate with the judicial and regulatory autharities
and support national, regional ond international initiatives to combat fraud. It endeavor to develop a culture of froud owareness and prevention
across all areas of its operations to limit passible financial losses and safequard the brand and financial reputation of the Bank.

Concentration risk arises from exposure to a common set of factors that can produce losses large enough to threaten the Bank's health or ability
ta maintain its core business. Concentration risk can orise from large exposure to counterparty, o sector or country. Concentration risk can be
mitigated by formulating limits, by a tharough check on counterparty's quality or odequate collateral support etc, As part of ICAAP, thresholds for
exposure concentrations has been set up, this will trigger additional capital requirements based on concentration in terms of large exposures to
counterparties, sector exposure concentration (excluding retail lending) and geographical exposure concentration (other than to Oman).

informatian Security Risk

The bank has adopted an Information Security Management System (ISMS) /process and a framework by which the Bank ensures, protects and
secures information resources that process and maintain information which are vital to its operations. The main camponent of this framework is
the Infarmation Security Policy that pravides direction for formulation, implementation, and management of Information Security Management
System. Since protection of customer information is the tap-most priority, the Bank strives to safeguard the confidentiality, availability and
integrity of the data of its customers and business partners at all times.

Gther Risks

The Bank is olso exposed to other risks such as reputational risk, strategic risk, business cycle risk, legal risk, residual risk, settlement risk, Sharigh
non- compliance risk { Pertaining to Islamic Banking) etc. However, currently these risks are not significant to the Bank. The Bank follows standard

methodologies for arriving at the capital edequacy requirements of these risks, These risks are assessed and such ossessments form part of the
Bank's ICAAP process.

Uperational risk capital charge and risk weighted amount

The Bank follows basic indicator approach for determining operational risk. The Capital charge for operational risk under Basic Indicator approach
is calculated by taking the average of gross income multiplied by 15%, for each of the last three financial years, excluding years of negative or
zero gross income. The gross income is Net interest income [+) Non interest income [+) Provisions for unpaid interest (-/+) gain/ loss on sale of
investments (-) extraordinary / irregular items of income.

ltern (RO ‘000) 2019 2018 2017
Net interest income 57,039 52,054 44,599
Non-interest income 12,710 10,099 10,352
Provision for unpaid interest 147 970 91
Gain on sale of investment = % [554)
Insurance and other irregular items (30) (61) (48)
Grass income 70,466 63,062 54,440
Average income 62,656
Gross Income times of Alpha (15%) 9,398
Operational risk based on Basic Indicator Approach 117,480

Capital Charge for Dperational Risk under Basic Indicator Approach as per Basel Il is RO 8,572 million as of 31 December 2019
The Risk weighted assets for operational risk as per Basel Ii is RO 107.150 million.
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COMPENSATION POLICY

In line with the CBO guidelines on remuneration disclosures as part of Pillar 1Il, the Bank is committed to fair, balanced, performance-oriented
tompensation practices that align long-term emplayee and shareholder interests. The policy is endeavored to attract, retain and motivate the best
people in the industry. The Bank has a Board appointed Nomination and Remuneration Committee whose primary objective is to advise the Bank's
Board Chairman on the remuneration of Board members, appointment and remuneration of senior management personnel,

Performance awards are based on the achievement of both financial and non-financial objectives. The Performance Management System is
oimed at achieving the Banl¢s business plans and objective through continuous and focused performance of the employees. The abjective of
Performance Review process is to assess the employee on his/her performance against assigned key Performance Indicators and objectives. At
senior management levels, the overall Bank's performance is the overriding criteria while awarding performance awards. The payout is based
on consideration of all aspects governing performance including the stage of business, market conditions, and time horizon of risks, sustainable
returns and the cyclical nature of certain businesses, The Bank is committed to responsible compensation practices which balance reward based on
performance and promoting principled behavior and actions. The compensation is designed ta contribute to the Bank's objectives and encourages
prudent risk taking and adherence to applicable laws, guidelines and regulations.

The key management comprises of 6 members (2018: 6 members) of the management committee,

The below table pravides details of key management compensation:

2019 2018

RO ‘000 RO ‘000

Salaries and allowances 1,068 834
End of service benefits 39 24
Total 1,107 858

SUBSIBIARIES AND SIGNIFICANT INVESTMENTS
The Bank does not have any subsidiary or other significant equity investments as on 31 December 2018,
BASEL !l CAPITAL DISCLOSURE

The below capital disclosures are prepared in accordance with the requirements of the CBQ Circular BM 114 ‘Regulatory Capital and Composition
of Capital Disclosure Requirements under Basel 1II' issued on 17 November 2013.

T1.1 THE 3 STEP APPROACH TO RECONCILIATION

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

BASEL 1l COMMON DiSCLOSURE TEMPLATE

Comman Equity Tier 1 copitak instruments and reserves RO(0DO's)
1 Directly issued qualifying common share capital () plus related stock surplus/premium 164,966
2 Retained earnings 31,892
3 Accumulated other comprehensive income [ond other reserves) 45,632
4 Directly issued capital subject to phase out fram CETI (only applicable to non-joint stock companies) -
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

, . . 242,490
Common Equity Tier 1 capital: regulatory adjustments

7 Prudential valuation odjustments (8,669)
Goodwill (net of related tax liability) -

9 Other intangibles other than mortgage-servicing rights (net of related tax liobility) -

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

il Cash-flow hedge reserve -

12 Shortfall of provisions to expected losses -

13 Securitization gain on sale (as set out in paragraph 14.9 of CP-1)
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14
15
6
7

18

19

20

23
24
25
26

27

28
29

30

32
33

34

35
36

37
38

39

&R &R

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

Defined-benefit pension fund net assets

Investments in own shares (if not already netted off paid-in copital on reported balance sheet)
Reciprocal cross-haldings in common equity

Investments in the capital of banking, financial, insurance and takaful entities that are outside the scope of regula-
tory consolidation, net of eligible short positions, where the bank does not own more thon  the issued share capital
(amount above 10% threshold)

Significant investments in the commeon 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)

Mortgage servicing rights(amount above 10% threshold)

Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax liability)
Amount exceeding the 15% threshold

of which: significant investments in the common stack of financials

of which: mortgage servicing rights

of which: deferred tax ossets arising from temporary differences

National specific requlatory adjustments

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

Total regulatory adjustments to Common equity Tier 1
Commen Equity Tier 1 capital (CET1)
Additional Tier 1 capital: Instruments
Directly issued qualifying Additional Tier 1 instruments plus related stock surplus [31+32)
of which: dassified as equity under applicable accounting standards
of which: dassified as liabilities under applicable accounting standards
Directly issued capital instruments subject to phase out from Additional Tier 1

Additional Tier 1instruments (and CETI instruments nat included in row 5) issued by subsidiaries and held by third
parties (omount allowed in group AT1)

of which: instruments issued by subsidiaries subject to phase out
Additional Tier 1 capital before regulatory adjustments

Additional Tier 1 capital : regulatory odjustments
Investments in own Additional Tier 1 instruments
Reciprocal cross-holdings in Additional Tier 1 instruments

Investments in the capital of banking, finandal, 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)

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

National specific regulatory adjustments
OF WHICH: [INSERT NAME OF ADJUSTMENT]
OF WHICH: .......
Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 to cover deductions
Total reguiatory adjustments to Additional Tier 1 capital
Additional Tier 1 capital (AT1)
Tier 1 capital (T1 = CET1 + AT1)
Tier 2 capital: instruments and provisions

(8,669)
233,821

124,000
124,000

124,000

124,000
357,821
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BASEL 111 CAPITAL DISCLOSURE (Continued)

Y

Directly issued qualifying Tier 2 instruments plus related stock surplus
Directly issued capital instruments subject to phase out from Tier 2

Tier 2 instruments (and CET1 ond AT1 instruments not incuded in rows 5 or 34) issued by subsidiaries and held by
third parties (amount allowed in group Tier 2)

of which: instruments issued by subsidiories subject to phase out
Provisions

Tier 2 capital before regulatory adjustments

Tier 2 capitak regulatory adjustments

Investments in own Tier 2 instruments

Reciprocal cross-holdings in Tier 2 instruments

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)

Significant investments in the capital banking, financial and insurance entities that are outside the scope of regula-
tary consalidation (net of eligible short positions)

Total National specific regulatory adjustments

Of which: investments in Tier 2 capital of unconsolidated banking and financial subsidiary companies, associates or
offiliates ect.

Of which: shortfall in the Tier 2 regulatory capital in the unconsolidated entitites
Total regulatory adjustments to Tier 2 capital

Tier 2 capital (T2)

Total capital (TC = T1 + T2)

Total risk weighted assets

Credit risk weighted ossets

: Market risk weighted assets

: Operational risk weighted assets

Capital Ratios and buffers
Common Equity Tier 1(as a percentage of risk weighted assets)
Tier 1(as a percentage of risk weighted assets)
Total capital (as a percentage of risk weighted assets)

Institution specific buffer requirement (minimum CET1 requirement plus capital conservation buffer plus countercy-
clical buffer requirements plus G-SIB buffer requirement expressed os o percentage of risk weighted assets)

of which: capital conservation buffer requirement

of which: bank specific countercydlical buffer requirement

of which: G-SIB buffer requirement

Common Equity Tier 1 available to meet buffers (as a percentage of risk weighted assets
National Minima (if difference from Basel 3)

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

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

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

Amounts below the thresholds for deduction (before risk weighting)

3,000
16,813

19813

19,813

19,813
377,634
2,232,713
2,056,800
68,763
107,150

10.47%
16.03%
16.91%

9.500%
2.500%

3.62%

9.500%

11.500%
13.500%
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111 The 3 step gpproach to reco jon C
72 Non-significant investments in the capital of other financiols 8,729
73 Significant investments in the common stock of financials

74 Mortgage servicing rights (net of related tax liability)

75 Deferred tax assets arising from temporary differences (net of related taox liability) -
76 Provisions eligible for inclusion in Tier 2 in respect of exposures subject to standardised approach [prior to applica-

tion of cap) 15,640
b Cap on inclusion of provisions in Tier 2 under standardised approach 20,310
78 Pravisions eligible for inclusion in Tier 2 in respect of exposures subject to internal ratings-based approach (prior to

application of cap) .
79 Cap for inclusian of provisions in Tier 2 under internal ratings-bosed approach -

Capital instruments subject to phase-out arrangements (only applicable
between 1Jan 2018 and 1Jan 2022)

80 Current cap on CET1instruments subject to phase out arrangements

81 Amount excluded from CET1 due to cap (excess over cap after redemptions and maturities) -
82 Current cap on AT1 instruments subject to phase out arrangements -
83 Amount excluded fram AT1 due to cap (excess over cop after redemptions and maturities) -
84 Current cap on T2 instruments subject to phase out arrangements

85 Amount excluded from T2 due to cap (excess over cap after redemptions and maturities)
Step 1: Balance sheet under Regulatory scope of consolidation
Table 2a- Balance sheet under Regulatory Scope of Consolidation (R0 '000)

Published Under regulatory

Year ended 31 December 2019 financial scope of
statements consalidation
Assets
Cash and balances with Central Bank of Oman 108,492 108,492
Certificates of deposit - -
Due from banks 50,276 50,276
Loans and odvances 2,054,986 2,054,986
Investments in securities 258,148 258,148
Laans and advances to banks - -
Property and equipment 21194 21134
Deferred tax assets - -
Other assets 25,431 25,431
Total assets 2,518,527 2,518,527
Liabilities
Due to banks 197,705 197,705
Customer depaosits 17726 17,726
Borrowings 127,050 127,050
Deferred tax liabilities 121 121
Other liabilities 75,730 75730
Subordinated bonds 17,000 17,000
Total liobilities 2,129,332 2,129,332
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N1 The 3 step approach to reconciliation ‘Cortinuzd]

Year ended 31 December 2013

Shareholders’ Equity
Paid-up share capital
Share premium

Legal reserve

General loan loss reserve
impairment reserve
Retained earnings

Special reserve
Cumulative changes in fair value of investments
Subordinated debt reserve
Total shareholders’ equity

Tier 1 Perpetual subordinated bonds
Total equity
Total liability ond shareholders’ funds

Step 2: Expansion of Balance sheet under Requiatary scope

of consolidation

Table 2b - Expansion of Balance Sheet Under Regulatory Scope of Consalidation (RO '000)

Far the year ended 31 December 2019

Assets
Cash and balances with CBO
Balance with banks and money at call & short notice
Balance with banks and money at call & short notice, of which:
- Stagel/ 2 impairment allowance , of which
- amount eligible for T2
Investments, of which:
Fair Value Through Other Comprehensive income (FVOCI)
Fair Value Through Profit & Loss (FVTPL)
- Stage1/ 2 impairment allowance , of which
- omount eligible for T2
Loans and advances - Net, of which:
- Loans and advances to domestic banks
- Loans and advances to domestic customers
- Loans and advances to non-resident for operations abroad
- Loans and advances to SMEs
- Financing from Islamic banking window
- Expected credit loss allowance , of which:
- Stage 3 impairment allowance ond Reserve interest & profit
- Stagel / 2 impairment allowance , of which
- amount eligible for T2
- amount ineligible for T2
Fixed assets
- Intangibles(CET1 adjustment)
- Other fixed asset
Other assets
Other assets, of which
- Stagel / 2 impairment allowance , of which
- amount eligible for T2
- amount ineligible for T2
Total Assets

68

2019 finandial
Statement

108,432
50,276

2,054,986

25,431

2,518,527

Published Under regulatory
financial scope of
statements consolidation
157,110 157110
31,632 31,632
9,334 9,334
55,459 55,459
1893 1,893
(4,233) (4,233)
14,000 14,000
265,195 265,195
124,000 124,000
389,135 389,195
2,518,527 2,518,527
Under Regulatory
scope of Reference
consolidation
108,432
50,276
50,279
3
3 G
258,148
257,678
470
2,054,986
1,647,876
15,910
92,991
339,738
(41,529)
(20,814)
(20,715)
14,876 G
5840
21,194
3,340 E
17,854
25431
25,442
m
7 G
4
2,518,527
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1.1 The 3 step

. Under Regulat
For the year ended 31 December 2019 2008 Mok Egscupe'.‘::]; Reference
Statement 1 e
consolidation
Capital & Liabilities
Paid-up Capital, of which: 157,110 157,110
- Amount eligible for CETI - 157,110 A
Reserves & Surplus; of which 232,085 232,085
- Amount eligible for CET1 (Legal reserve) 31632 31632 H
- Amount eligible for CET1 (Subordinated debt reserve) 14,000 14,000 0
- Amount eligible for CET1 (Retained eamnings) 55,459 31,892 B
- Proposed cash dividend(removed from retained earnings) - 15,71
- Proposed stock dividend{removed from retained earnings) - 7,856 A
- Amount ineligible for CET1 (Special Reserve) 1,893 1893
- Amount eligible for AT1 124,000 124,000 |
- Amount ineligible for T2 (Impairment reserve) 9,334 9,334
- Amount eligible for T2 (Investments Fair value gains) (4,233) 1173 H
- FVOCI investments fair value loss (CET1 adjustment) - (5329) E
- FVOCI investments fair vaolue gain unutilized - mn
Total Capital 389,195 389,195
Deposits from banks 197,705 197,705
Customer depaosits, of which 1M,726 17M,726
- Deposits for customers - 1,504,513
- Deposits of islamic Banking window - 207,213
Borrowings, of which: 127,050 127,050
- From banks 127,050 127,050
Borrowings in form of bonds, Debentures & sukuks, of which 17,000 17,000
- Amount eligible for T2 3,000 F
- Amount ingligible for T2 14,000
Other liabilities & provisions 75,851 75,851
Other liabilities & provisions, of which 74,755
- Stage 3 provision -
- Stagel/ 2 impairment allowance , of which 1,096
- omount eligible for T2 754 G
- amount ineligible for T2 342
Total Capital & Liabilities 2,518,527 2,518,527
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Common Equity Tier 1 capital: instruments and reserves (RO’ 000)

Source based on reference
For the year ended 31 December 2019 regl?lan't‘?r;':zelgftl;{ mﬂiﬂmﬁmﬁ;"ﬁ::
reported by Bank of consolidation from step 2
Directly issued qualifying common share (and equivalent for
1 non-jaint stock companies) capital plus related stock surplus HA366 A
2 Retained earnings 31,892 B
3 Accumulated other comprehensive income {and other reserves) 45,632 c+d
4 Common Equity Tier 1 capital before regulatory adjustments 242,430
5 Prudential valuation adjustments (8,669) E
6 Deferred tax ossets that rely on future profitability excluding these arising from )
temparary differences (net of related tax liability)
7 Total regulatory adjustments to Common equity Tier 1 (8,669)
B Common Equity Tier 1 capital (CETT) 233,821
g Additional Tier 1 capital (AT1) 124,000 1
Tier 1 capital (T1 = CET1 + AT1) 357,821
10 Directly issued qualifying Tier 2 instruments plus related stock surplus 3,000 F
1 Expected credit loss allowance / Provisions 15,640 g
12 Fair value reserve of FVOCI investments 1173 H
Tier 2 capital before regulatory adjustments 19,813
Tier 2 capitak regulatory adjustments -
Tier 2 capital (T2) 19,813
Tatal capital (TC =T1+ T2) 377,634

* The Board of Directors have proposed cash dividend of 10% and stock dividend of 5%, which has been adjusted in the capital of the Bank.

11.2 Main Features of regulatory capital

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

70

" : Perpetual Perpetual Perpetual
1 | Ahli Bank SADG csﬂ::: Em“"" f:u":e‘l"‘“'[']”m debt | subordinated Bonds | Subordinated Bonds | Subordinated Bonds
p (Additional Tier1) (Additional Tier ) (Additional Tier1)
Unique identifier (eg CUSIP,
2 ISIN or Bloomberg identifier | NA NA NA NA NA
for private placement)
The lows of Oman The laws of Oman The laws of Oman The laws of Oman The lows of Oman
Governing law(s) of the in the form of Royal in the form of Royal in the form of Royal | in the form of Royal | in the form of Royal
3 instrument Regulatory Decrees, Ministerial Decrees, Ministerial Decrees, Ministerial Decrees, Ministerial Decrees, Ministerial
treatment Decisions and CMA Decisions and CMA Dedisions and CMA Decisions and CMA Decisions and CMA
and CBO Requlations | and CBO Regulations | and CBO Regulations | and CBO Regulations | and CBO Regulations
4 Transitional Basel il rules Common Equity Tier 1| Tier i Additional Tier | Additional Tier | Additional Tier |
5 :ﬁzl;—trunsmunul Bosel I Common Equity Tier 1| Eligible Eligible Eligible Eligible
6 Efigible ot sola/graup/group Solo Solo Solo Solo Solo
& solo
; . Rights Issue of Per-
Instrument type (types to be | Common Equity Private Placement of . . .
7| specified by each jurisdiction) | Share Capital Subordinated debt | Petudl Subordinated | Private placement | Private placement

bonds
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Amount recognised in
regulatory capital (Currency sice - - - -
8 irvmil s of mast recent RO 157.110 million RO 14.000 million RO 50 million RO 54 million RO 20 million
reporting date)
9 Par value of instrument R0 157.110 million RO 17.000 million RO 50 million RO 54 million RO 20 million
10 | Actounting clossification Sharehalders' Equity IE':)USEMV amortised Equity Equity Equity
i . Bank started “Refer to the below
n Original date of issuance operations in 1997 table 11-October-2017 17- December-2018 13- June-2019
12 Perpetual or dated Perpetual Doted Perpetual Perpetual Perpetual
13 Original maturity date Na maturity m};!EEfE[ ta the below No maturity No maturity No maturity
Issuer call subject to prior
14 supervisory approval No No Yes Yes Yes
The Bank may, at The Bank may, at The Bank may, at
the end of five years | the end of five years | the end of five years
and every interest ond every interest and every interest
Optional call date, contingent payment date payment date payment date
15 call dates and redemption NA NA thereafter, redeem thereafter, redeem thereafter, redeem
amount all but not some, of oll but not some, of all but not some, of
the bonds ot nominal | the bonds at nominal | the bonds at nominal
value, subject to prior | value, subject to prior | value, subject to prior
approval from CBO. approval from CBO. approval from CBO,
Subsequent call dates, if
i applicoble NA A
Coupons / dividends
il Fixed o floating dividend/ Floating Fixed Fixed Fixed Fixed
coupon
18 5}%“‘2‘)’(““ roteond apy reloted | ., 4%-5% 750% 750% 750%
19 Existence of a dividend NA No NA NA NA
stopper
Fully discretionary, partially : ’ . . . ) ) .
20 discretionary or mandatory Fully discretionary Mandatory Fully discretionary Fully discretionary Fully discretionary
Existence of step up or other
2 incentive to redeem Ha W HA NA A
22 | Noncumulative or cumulative | Noncumulative Noncumulative Noncumulative Noncumulative Noncumulative
23 i%?gvemhle o Tae-Convert- Non-convertible tonvertible Non-convertible Non-convertible Non-convertible
If convertible, conversion
24 trigger (s) NA Statutory approach NA NA NA
If convertible, fully or May convert fully or
2 partially NA Partially HA NA NA
26 i If convertible, conversion rate | NA Averoge price * NA NA NA
If convertible, mandatory or .
27 optional conversion NA Optional NA NA NA
If convertible, spedify instru-
< ment type convertible into HA Lem NA HA NA
If convertible, specify issuer .
= of instrument it converts into NA Al Bank NA hA N
30 | Write-down feature Yes Yes Yes Yes Yes
31 Itfri\;v;:ra[-sd]own, e Statutory appreach Statutory approach Statutory approach Statutory approach Statutory approach
32 | If write-down, full or partial | Write down fully :’lﬁigﬁyw"mn o Full or partial Full or partial Full or partial
If write-down, permanent or
33 temparary Permanent Permanent Permanent Permanent Permanent




INNOVATION FOR THE CHANGING WORLD

BASEL Il PILLAR Il AND BA

31 December 2019

1. BASEL 11l CAPITAL DISCLOSURE (Continued)

1.2 Muin Features of reguiotory copital -

14

L Il Report (cor

72

If temporary write-down,
34 | description of write-up NA NA NA NA NA
mechanism
Subardinate to de- Subordinate to de- Subordinate to de-
Position in subaordination hi- posit holders, general | posit holders, general | pasit holders, general
a5 erarchy in liquidation (specify NA Cammon Equity creditors, holders of | creditors, holders of | creditors, holders of
instrument type immediately Share Capital Tier 2 subordinated Tier 2 subordinated Tier 2 subordinated
senior to instrument) debt/bonds/sukuk of | debt/bonds/sukuk of | debt/bonds/sukuk of
the bank the bank the bank
Non-compliant transi-
- tioned features i Na - N i
If yes, specify non-compli-
37 ant features NA - NA NA NA NA
Number Of Subordinated debt —— Amnunt' recognised |n- regfllutury Original date of )
(as per Basel ll) ins nt capital (Currency in mil, as of issuanca **Original maturity date
(RO ‘000) most recent reporting date)
Subordinated debt 2 1,000 800 30-Sep-14 30-Sep-21
Subordinated debt 3 5,000 4,000 01-Oct-14 02-0ct-21
Subordinated debt 4 5,000 5,000 10-Nov-14 10-Nov-20
Subordinated debt 7 3,000 2,400 30-Jun-15 29-Jun-2t
Subordinated debt 8 3,000 1,800 10-Jun-15 13-Jun-22
Total 17,000 14,000 | °
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The below liquidity disclosure is prepored in occordance with the requirements of the C8O Circular BM 1127 ‘Basel 11l - Framework on Liquidity
Coverage Ratio (LCR] and LCR disclosure standard' issued on 24 December 2014, The disclosure is based on average of three monthly data points.

LIQUIDITY COVERAGE RATIO (LCR)
Common Disclosure Template

High Quality Liquid Assets

1 Total High Quality Liquid Assets (HQLA)

Cash Outflows

2 Retail deposits and depasits from small business customers, of which:
3 Stable deposits

4 Less stable depasits

5 Unsecured wholesale funding, of which:

6 Operational deposits (all counterparties) and depasits in networks of cooperative banks
7 Non-operational deposits (all counterparties)

B8 Unsecured debt

9  Secured wholesale funding

10 Additional requirements, of which

1 Outflows related to derivative exposures and other collateral requirements
12 Outflows related to loss of funding on debt products

13 Credit ond liquidity facilities

14 Other contractual funding obligations

15 Other contingent funding obligations

16 TOTAL CASH OUTFLOWS

Cash inflows

7  Secured lending [e.g. reverse repos)

18 Inflows from fully performing exposures

19 Other cash inflows

20  TOTAL CASH INFLOWS

21 TOTALHQLA

22  TOTAL NET CASH OUTFLOWS

23  LIQUIDITY COVERAGE RATIO (%)

Total
Unweighted
Value (average)

256,694

294,607
96,955
197,653
491,401
10,733
399,598
810N
73144

163,354

69,798

100,016
1192,921

130,055
187,229
377,324

[RO ‘'D0OQ)

Total Weighted
Vaiue (average)

255,346

14,312
4,585
9,727
233,540
2,683
148,786
81,071

163,954

6980

5,00
423,786

12,304
163354
276,258

255,346

147,528
173.08%
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BASEL Il LIQUIDITY DISCLOSURE (Continued)

The below Net Stable Funding Ratio (NSFR) disclosure is prepared in accordance with the requirements of the CBO letter vide circular reference
1147 issued on October 26, 2016.

NSFR disclosure is presented below based on positions as on 31 December 2019.
Bank has maintained NSFR levels of 101%-105% during the year.

. No & Months Weighted
Sr No. Particulars Maturity <6 Months to <1Year >=1Year e'?fulue
ASF ITEM
1 Capital 402,014 = - = 402,014
2 Regulatary Capital 402,014 - - - 402,014
3 QOther Capital Instruments
4 Retail Deposits and Deposits from small Business Customers 223,281 18,364 30,372 62,249 309,779
5 Stable Deposit 53,638 253 398 435 52,008
6 Less Stable Deposit 169,644 1B81m 29,974 61,814 257,71
7 Wholesale Funding 339,343 315,720 342,426 391,933 890,678
8 Operational 1601 = - - 801
9 Other Wholesale Funding 337,742 315,720 342,426 391,933 889,877
10 Liabilities with matching interdependent Assets
n Other Liabilities - - = 127,050 127,050
12 NSFR Derivative Liobility - - - - -
13 All other liabilities and equities not included in above categories 265,785 - B - =
14 Total ASF 1.728,520
15 Total NSFR high-quality liquid assets (HQLA) 16,345
16 Deposits held at other finandal institutions for operational purposes 30,735 = - - 15,368
7 Performing Loans and Securities
18 Perfarming loans to financial institutions secured by Level 1 HQLA - = - - -
B o sl - mee e - 2w
Perfarming loans to non-financial corporate dlients, loans to retail and
20 small business customers, and loans to sovereigns, central banks and - - - 1,326,655 1,127,656
PSEs, of which
2 gl;lr-: c?arr‘jil; ;vdeggph;rglf] lcisgo trhggdsi; ﬁgﬁmi 0 35% under the Bosel Il 77,416 263152 50,523 ) 200,546
22 Performing residential mortgages, of which: - - - - -
29 ‘é’m c?urrlcsliks;vdef;s rgL I;s?utrh;: ;{ ﬁg;(lul 0 35% under the Basel Ii B } R 75,413 14,019
24 g)?é:#g::ige; :pﬂaée[rljri Sllfittigasdefuult ond do not qualify as HQLA, including ~ i R 476 3669
25 Assets with matching interdependent fiabilities
26 Other Assets:
27 Physical traded commodities, including gold - - - - =
o8 Assets posted as initial margin for derivative contracts ond ) R R R }
contributions to default funds of CCPs
29 NSFR derivative assets = 295 261 © 164 720
30 NSFR derivative liabilities before deduction of variation margin posted - - - = -
3 All other assets not included in the above categories - - - 86,189 86,189
32 Off-balance sheet items - 193,054 Ny 65,257 14,473
33 Total RSF = = = * 1,601,366
34 NET STABLE FUNDING RATIO = = = - 108.00%
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12.  BASEL Ill LIQUIDITY DISCLOSURE (Continued)

The below Leverage Ratio disclosure is prepared in accordance with the requirements of the CBO letter BSD/2017/BKUP/Leverage/564 - implementation
of Basel Il Leverage Ratio issued on 27 August 2077,

(All amounts in OMR'000)
Table 1: Summary comparison of accounting assets vs leverage rotio exposure measure
tem Current Quarter Previous Quarter
1 Total consolidated assets os per published financial statements 2,518,527 2,517,694
2 Adjustments for derivative financial instruments 3,186 3,922
3 ;zrfsis[:tg]lent for securities financing transactions (i.e., repos ond similar secured 82147 151433
4 ::i:zt;::.z’; focfx;;;fi-ctln:!gl;;eeseiitp i:;njnr;[]i.e" conversion to credit equivalent 102,065 116,399
5 Other adjustments - -
6 Leverage ratio exposure 2,705,925 2,789,448
Table 2: Leverage ratio common disclosure template
item Current Quarter Previous Quarter
1 On-balance sheet items (excluding derivatives and SFTs, but including collateral) 2,518,527 2,517,694
L {:(ﬂ:;nzug:ﬁl:i:::tu:m:;um of lines 1and 2) 2hasd =R
Derivative Exposures
4 Replacement cost associated with all derivatives transactions (i.e., net of eligible 866 an
cash variation margin}
5 Add-on amounts for PFE assaciated with all derivatives transactions 2,319 3,051
n Total derivative exposures (sum of lines 4 to 10) 3186 3922
Securities financing tronsaction exposures
12 S;l:;stii?tf:::it {i‘;:: no recognition of netting), after adjusting for sale ac- £9.493 145,409
14 CCR exposure for SFT gssets 12,654 5034
16 Total securities financing transaction exposures (sum of lines 12 to 15) 82,147 151,443
Other 0ff-balance sheet exposures
17 Dff-balance sheet exposure ot gross notional amount 224,534 238,892
8 (Adjustments for conversion to credit equivalent amounts) (122,469) (122,433)
19 Off-balance sheet items (sum of lines 17 and 18) 102,065 116,339
Capital and total exposures
20 Tier 1 capital 373,532 350,073
2 Total exposures (sum of lines 3, 11,16 and 19) 2,705,924 2,789,458
Leverage Ratio
22 Basel Il leverage ratio (%) 13.8% 12.5%
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12.

Basel [1l LIQUIDITY DISCLOSURE (Continued)

The financial statements and other related disclosures are also available on the Bank's website, to view it on the website refer the link
http://ahlibank.om/investor-relations/financial-reports/.

The Basel 11, Pillar 11l report is prepared in accordance with the reguirements of Basel 11, Pillar il disclosures as set out in the CBO dirculates BM1009
and BM1027.

Basel Il capital and liquidity disclosures are prepared in accordance with CBO Circular BM 1114 'Regulatory Capital and Composition of Capital
Disclosure Requirements under Basel IIf issued on 17 November 2013, CBO circular dated March 20, 2018 and 8M 1127 ‘Basel Ill - Framewark on
Liquidity Coverage Ratio (LCR] and LCR disclosure standard” issued on 24 December 2014, respectively. The NSFR disclosure has been prepared
in accordance to CBD Circular reference BM 1147 dated 26 October 2016. The Bank's disclosure on leverage was prepared as per CBO circular on

leverage ratio, issued on 27 August 2017 and CBO circular No. BM 1157 on Implementation of Basel Il Leverage Ratio Standard dated 30 December
2018,

For Ahli Bank SADG

R\
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Hamdan Ali Nasser Al Hingi

Chairman

Date: 23 January 2020



