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Important notice to investors

The purpose of this Prospectus is to present material information that may assist investors to 
make an informed decision as to whether or not to invest in the Shares of the Bank offered 
hereunder. 

This Prospectus includes all material information and data, and as far as the Bank (represented 
by the Promoters) is aware, does not contain any misleading information or omit any material 
information that would have a positive or negative impact on the decision of a prospective 
Applicant with respect to whether or not to invest in the Shares. 

The Promoters are jointly and severally responsible for the accuracy and adequacy of the 
information contained in this Prospectus and confirm that, to the best of their knowledge, 
appropriate due diligence has been performed in the preparation of this Prospectus and 
further confirm that, to the best of their knowledge, no material information has been 
omitted, the omission of which would render this Prospectus misleading. 

All prospective Applicants should carefully examine and review this Prospectus in order to 
decide whether it would be appropriate for such prospective Applicant to invest in the Shares 
by taking into consideration all the information contained in this Prospectus. Investors should 
not consider this Prospectus as a recommendation by the Bank or any of the Promoters to 
buy the Shares.  Each prospective Applicant is responsible for obtaining his own independent 
professional advice for any investment in the Shares and for conducting an independent 
evaluation of the information and assumptions contained herein using appropriate analysis 
or projections.

No Person has been authorised to make any statements or provide information in relation to 
the Bank or the Shares other than the Persons whose names are indicated in this Prospectus.  
Where any Person makes any statement or provides information, it should not be taken as 
authorised by the Promoters, or the Issue Manager.

The CMA neither assumes responsibility for the accuracy and adequacy of the statements 
and information contained in this Prospectus, nor will it have any liability for any damage or 
loss resulting from the reliance upon or use of any part of the same by any Person. 

  

ADDITIONAL CAUTIONARY STATEMENTS TO BE NOTED BY PROSPECTIVE APPLICANTS

While under the Executive Regulations of the CML, the Promoters are obliged to assume responsibility 
for the accuracy and adequacy of the information contained in this Prospectus and the Promoters have 
taken reasonable care to ensure that the information contained in this Prospectus is true, accurate and 
complete, prospective Applicants should consider the cautionary statements set out below and the 
risks set out in Chapter 20. 



References to documents and extracts from documents 
This Prospectus contains references to other documents, such as the Bank’s constitutional documents 
including the Articles, memoranda and reports prepared by the Promoters’ advisers and documents 
of a similar nature. Prospective Applicants should note that any document extracts contained in 
this Prospectus, or references to the contents of such documents, may not provide an accurate or 
complete summary of such documents and statements in this Prospectus relating to such documents, 
should not be relied upon by prospective Applicants as being comprehensive statements in respect of 
such documents.

Scope of information
The information contained in this Prospectus is intended to provide a prospective Applicant with 
adequate information relating to the Promoters and the investment opportunity and background 
information on the IPO. However, this Prospectus does not necessarily contain all the information that 
a prospective Applicant may consider material. 

The content of this Prospectus is not to be construed as legal, business or tax advice. Each prospective 
Applicant should consult his own lawyer, financial adviser or tax adviser for legal, financial or tax advice 
in relation to any subscription, purchase or proposed subscription or purchase of Shares.

Investor due diligence
Prior to making any decision as to whether to subscribe for the Shares, prospective Applicants should 
read this Prospectus in its entirety. In making an investment decision, prospective Applicants must 
rely upon their own examination of the terms of this Prospectus and the risks involved in making an 
investment.

Equity risk
All equity investments carry market risks to varying degrees.  The value of any security can fall as well 
as rise depending on market conditions, financial performance and other factors beyond the control 
of the Bank or the Promoters.   

Projected financial statements 
It is not possible to precisely predict the future, either for the Bank, the industry or the economy as a 
whole. Accordingly, no opinion, implied or otherwise, on the attainability of the results contemplated 
in the projected financial statements is made. The projected financial statements contained in this 
prospectus have been prepared using a set of hypothetical assumptions about future events and 
management’s actions in relation thereto. Assumed future events may not necessarily occur, and 
if such events do occur, actual results may differ from the projected financial statements since 
anticipated events frequently do not occur as expected. Variations between actual and expected 
results may be material. Economic conditions may change and affect the operations and consequently 
the outcome. The work related to projected financial statements was restricted to ensuring that all 
significant assumptions are clearly stated and that the projected financial statements are consistent 
with the stated assumptions.

Feasibility Report 
This Prospectus includes extracts from the Feasibility Report and may not provide complete context of 
the section or component of the Feasibility Report from which the extracts are included. 
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The Feasibility Report was prepared for this IPO as required by the CMA. Accordingly, it does not take 
into account requirements of specific prospective Applicants and may not have addressed issues of 
relevance to all prospective Applicants.

The Feasibility Report relies on information provided by various sources, including the Promoters 
and other third party sources. The information has not been independently verified or validated and 
therefore neither the Promoters nor the advisers make any undertaking, representation or provide any 
warranty, expressed or implied, as to the accuracy, reasonableness or completeness of the extracts of 
the Feasibility Report contained in this Prospectus.

Restrictions on distribution of this Prospectus
The distribution of this Prospectus and the Offer Shares may, in certain jurisdictions, be restricted by 
law or may be subject to prior regulatory approvals. This Prospectus does not constitute an offer to sell 
or an invitation by or on behalf of the Promoters or the Bank to subscribe to any of the Offer Shares in 
any jurisdiction outside of Oman. This Prospectus may not be distributed in any jurisdiction where such 
distribution is, or may be, unlawful. The Promoters, the Bank, the Issue Manager and the Subscription 
Banks require persons into whose possession this Prospectus comes, to inform themselves of and 
observe, all such restrictions. None of the Promoters, the Bank, the Issue Manager or the Subscription 
Banks accept any legal responsibility for any violation of any such restrictions on the sale, offer to sell 
or solicitation to subscribe for Offer Shares by any person, whether or not a prospective Applicant, in 
any jurisdiction outside Oman, and whether such offer or solicitation was made orally or in writing, 
including by electronic mail.

Restrictions on use of information contained in this Prospectus
The information contained in this Prospectus may not be published, duplicated, copied or disclosed in 
whole or in part or otherwise used for any purpose other than in connection with the Offer, without 
the prior written approval of the Issue Manager.

Disclaimer of implied warranties
Save and except as required under applicable law and regulations, no representation or warranty, 
express or implied, is given by the Promoters, the Bank, the Subscription Banks, the Issue Manager, 
or any of their respective directors, managers, accountants, lawyers, employees or any other person 
as to the completeness of the contents of this Prospectus; or of the projections included within; or 
of any other document or information supplied at any time in connection with the Offer; or that any 
such document has remained unchanged after the issue thereof. 

Investment restrictions in the United Kingdom and USA
The Offer Shares have not been and will not be approved or registered by any other regulatory 

Prospectus are required to inform themselves about, and to observe any such restrictions.
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FORWARD-LOOKING STATEMENTS

This Prospectus contains “forward-looking statements”. These forward-looking statements can 
generally be identified by words or phrases such as “aim”, “anticipate”, “believe”, “expect”, “estimate”, 
“goal”, “intend”, “objective”, “plan”, “project”, “may, “shall”, “will”, “will continue”, “will pursue” or 
other words or phrases of similar import.  Similarly, statements that describe the Bank’s strategies, 
objectives, plans or goals are also forward-looking statements.  All forward-looking statements are 
subject to risks, uncertainties and assumptions that could cause actual outcomes to differ materially 
from those contemplated by the relevant forward-looking statement. 

Factors that could cause actual results to differ materially from the Bank’s expectations include (but 
are not limited to):

rates and their impact on the Bank’s financial results

activities

Bank’s ability to enforce its collateral

By their nature, certain market risk disclosures are only estimates and could be materially different 
from what actually occurs in the future.  As a result, actual future gains or losses could be materially 
different from those that have been estimated in this Prospectus. 

Where the CMA directs any amendment to be made to this Prospectus or the information contained 
therein after this Prospectus has been approved by the CMA, such amendments will be published in 
two daily newspapers (one of which must be an Arabic publication). Except in this instance, none of 
the Bank, the Promoters or the Issue Manager, have any obligation to update or otherwise revise any 

the occurrence of underlying events, even if the underlying assumptions do not come to fruition or 
differ from actuality. 

For a further discussion of factors that could cause actual results to differ, see Chapter 20 of this 
Prospectus.  After listing on the MSM, the Bank will adhere to the disclosure rules and regulations 
issued by the CMA, which include the requirement to make timely disclosures of the Bank’s results 
of operation. The Bank advises prospective Applicants and Shareholders to track any information or 
announcements made by it after listing, through the MSM website at www.msm.gov.om.
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PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET INFORMATION

Financial information

financial statements prepared in accordance with the requirements of IFRS. The projected annual 
financial statements are set out in Chapter 16 of this Prospectus.  The Financial Year commences on 

total and the sum of the relevant amounts listed is due to rounding.

Currency of presentation
The base currency of presentation in this Prospectus is OMR. The fixed exchange rate at the time of 

Industry and market information

information used in this Prospectus is reliable, it has not been independently verified and therefore 
its accuracy and completeness is not guaranteed and its reliability cannot be assured. Accordingly, 
no liability, legal or otherwise, will be accepted by the Bank, the Promoters, or the Issue Manager as 
to the accuracy or completeness of such information. The extent to which the market and industry 
information used in this Prospectus is meaningful depends on the reader’s familiarity with and 
understanding of the methodologies used in compiling such information.
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Chapter 1

Abbreviations / Definitions

The following words and expressions, when used with capitalised initial letters, in this Prospectus 
(inclusive of the notices and tables contained therein) have the meanings set out below:

AAOIFI Accounting and Auditing Organisation for Islamic Financial Institutions

AGM Annual General Meeting

ALCO Asset-Liability Committee

AML Anti-Money Laundering

Applicant A Person who applies for allotment of Offer Shares pursuant to the 
terms of this Prospectus

Application The application form used to apply for allotment of the Offer Shares 
pursuant to the terms of this Prospectus

Application Money The amount to be paid by the Applicant with the submission of his 

Articles The Articles of Association of the Bank as registered with the MOCI

ATM Automated Teller Machine

Auditors The auditors of the Bank appointed by a General Meeting

Bank/Offeror/alizz 
islamic bank

Banking Law

Board
accordance with the Articles and the CCL

Board of Governors A body comprised of seven members, appointed by His Majesty, the 
Sultan of Oman, tasked with the responsibility of managing the CBO

Bzs

CAGR Compounded Annual Growth Rate

Capex Capital Expenditure

CAR Capital Adequacy Ratio

CASA Current and Saving Account
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Category I Investors Omani and non-Omani Persons who apply for a minimum of 1,000 
Shares and in multiples of 100 Shares thereafter up to a maximum of 
100,000 Shares

Category II Investors Omani and non-Omani Persons who apply for a minimum of 100,100 
Shares and in multiples of 100 Shares thereafter up to a maximum of 
40,000,000 Shares or 10% of the Offer 

CBO The Central Bank of Oman

CCL
amended) 

CDM 

CEO Chief executive officer of the Bank

CGM Constitutive General Meeting of the Shareholders 

COO Chief operating officer of the Bank

CMA The Capital Market Authority of Oman established pursuant to the CML 

CML

Code of Corporate 
Governance

The Code of Corporate Governance for MSM listed companies issued by 

Commercial Register Commercial Register maintained by the MOCI pursuant to the Commercial 

CPI Consumer Price Index

CRR Cash Reserve Ratio

Date of Registration

DCF

Director A member of the Board

EGM Extraordinary General Meeting 

Executive Committee A committee comprising executive management with a responsibility 
for recommending and implementing executive decisions approved by 
the Board

Executive Regulations

FDI

Feasibility Adviser Refers to Ernst and Young, the feasibility adviser to the Promoters 
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Feasibility Report Feasibility study report dated 31 July 2012 prepared by the Feasibility 
Adviser in relation to the Offer

Financial Year The financial year of the Bank, comprising twelve months starting on 1 

Foreign Person Refers to a Person who is not an Omani Person

GCC

GDP

General Meeting An AGM, EGM or OGM of the Bank 

Government The government of Oman

Governorate Means an administrative region in Oman

HH/His Highness His Highness Sayyid As’ad bin Tarik Al Said

HNWI High Net Worth Individuals 

HR Human Resources

IAH Investment Account Holders

IBRF Islamic Banking Regulatory Framework

IFAAS Islamic Finance Advisory & Assurance Services

IFRS International Financial Reporting Standards

IFSB Islamic Financial Services Board

Independent Director As defined in the Code of Corporate Governance, a director of the Bank 
(or any of his relatives of first degree) who has not occupied any senior 
position (such as chief executive officer, general manager or similar 
posts) in the Bank for the last two years.  Also, the director should not 
have had any relations with the Bank, its parent company or its affiliated 
or sister companies which could result in a financial transaction

Investor Number

IPO Initial Public Offering

IRR Investment Risk Reserve 

Islamic Bank A bank operating in accordance with Shari’ah

Islamic Banking Refers to permitted activities undertaken by an Islamic Bank

Islamic Window Refers to the Islamic Banking services offered by conventional banks 
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Issue Expenses Bzs 2 per share to be collected as part of the Offer Price

Issue Manager The issue manager for the IPO, Bank Muscat SAOG

IT Information Technology

LC Letter of Credit

Legal Adviser Refers to the legal adviser of the Bank, Al Busaidy, Mansoor Jamal & Co.

Legal Reserve The legal reserve which the Bank is obliged to maintain pursuant to 
Article 106 of the CCL, which mandates for the allocation of 10% of 
the post tax net profits of the Bank to a non-distributable reserve until 
such time as the legal reserve equates to one-third of the paid up share 
capital of the Bank  

MCDC

Memorandum Memorandum of Association of the Bank

MENA Middle East and North Africa

MIS Management Information System

MOCI The Ministry of Commerce and Industry of Oman

MOM The Ministry of Manpower, Oman

MONE The Ministry of National Economy, Oman (Erstwhile)

MSM The Muscat Securities Market of Oman

NIM Net interest margin

Nominal Value Bzs 100 per Share   

NPA Non-Performing Asset

NPL Non-Performing Loan

Offer/Offering The public offer of 400,000,000 Shares of Bzs 100 each of the Bank 
for cash at a price of Bzs 102 per Share (inclusive of Bzs 2 as Issue 
Expenses) 

Offer Closing Date
Prospectus 

Offer Opening Date
this Prospectus 

Offer Period

Application 
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Offer Price Bzs 102 which includes Bzs 2 for Issue Expenses

Offer Proceeds The proceeds of the Offer that will be available to the Bank 

Offer Shares 400,000,000 Shares of Bzs 100 each of the Bank 

OGM Ordinary General Meeting 

Oman Sultanate of Oman

Omanisation Refers to the policy enacted by the government of Oman in 1988 aimed 
at encouraging employment of trained nationals in place of foreign 
nationals by prescribing sector wise targets.

OMR Omani Rials, the lawful currency of Oman 

PER Profit Equalisation Reserve

Person A natural or juristic person

Power of Attorney A duly executed written authorization to represent or act on another’s 
behalf

Promoters Collectively Huriah Company LLC, aabar Investments PJS, First Energy 
Oman, Tasameem Real Estate Company LLC; and “Promoter” refers to 
any one of the Promoters

Promoters’ Committee The committee of persons appointed jointly by the Promoters for the 
purpose of co-ordinating, handling, and managing the IPO on behalf of 
the Promoters

Promoters’ share of 
Issue Expenses

An amount of OMR 1,200,000 paid by the Promoters and calculated as 
Bzs 2 per Share, to be on the same basis as the Issue Expenses paid by 
Applicants under the Offer

Prospectus This prospectus document which contains complete particulars of the 
Offer Price and the size (in terms of value) of the Offer

Prospectus Date
by the CMA

Related Party As defined in the Code of Corporate Governance (unless the meaning or 
context otherwise requires)

ROA Return On Assets

ROE Return On Equity

Royal Decree

SAOG Société Anonyme Omanaise Générale, an Omani public joint stock 
company



Share Ordinary share of the Bank

Shareholder A common shareholder of the Bank

Share Capital The issued and paid up share capital of the Bank equivalent to 
OMR 100,000,000

Shari’ah The divine guidance as given by the Holy Quran and the Sunnah of the 
Prophet Muhammad (peace be upon him) which covers all aspects of 
the Islamic faith including practice and beliefs

Shari’ah Board The group of Shari’ah advisers appointed by the Board to advise on 
compliance with Shari’ah principles and to provide guidance to the Board 
and management of the Bank

SME Small and Medium Enterprise

SMS Short Message Service

Subscription Banks Bank Muscat SAOG
Ahli Bank SAOG

Bank Sohar SAOG
National Bank of Oman SAOG
Oman Arab Bank SAOC

Tier  I Capital Share capital and disclosed reserves (or retained earnings) of the Bank 

Tier II Capital Supplementary capital of the Bank including any undisclosed reserves, 
revaluation reserves, general loan loss reserves, hybrid debt capital 
instruments and subordinated term debt

UAE

UHNWI

Under Formation Refers to the period between the filing of an application by the Promoters 
of a joint stock company with the MOCI for incorporation of the relevant 
joint stock company and its registration in the Commercial Register

Underwriters Refers to the underwriters to the Offer as set out in Chapter 24

URIA

USA

USD

WACC Weighted Average Cost of Capital

Wilayat Is an administrative unit within a Governorate 

Y-o-Y Year-on-Year
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Key Islamic finance technical terms
The following table is intended to assist the prospective Applicant in understanding key Islamic finance 
technical terms included in this Prospectus.

Arboun Earnest money or down payment. This applies to when a party (the seller) 
agrees with another (the buyer) the sale of ascertained assets or goods. 
The buyer pays an Arboun amount to the seller but retains a right to revoke 
the contract within a specified period. If the buyer exercises the right of 
revocation it forfeits the Arboun amount, otherwise the amount is set off 
against the purchase price of the assets or goods

Commodity Murabaha Sale of commodities at cost plus an agreed profit mark up under which a 
party (the seller) purchases commodities at cost price from a supplier and 
sells the commodities to another (the buyer) at cost price plus an agreed 
mark-up

Ijara A contract in which the Bank purchases or rents capital equipment or 
property and leases it to an individual or a corporation. The Bank may 
either lease or sub-lease the equipment to the client for profit

Istisna’a Primarily a deferred delivery sale contract. It can be used for financing the 
construction of a building or an industrial complex

Mudarabah A contract between entrepreneurs (Mudarib) and the Bank (Rab al Mal). In 
a Mudarabah, the Bank acts as a silent partner in an investment or trading 
activity that earns each partner an agreed-upon portion of the achieved 
profit. In other cases, the Bank may act as Mudarib and the customer may 
act as Rab al Mal

Mudarib The party who manages a certain investment

Murabaha A contract in which the Bank purchases goods upon the request of a 
customer who, in turn, makes deferred payments that cover the cost of 
the purchase with an agreed-upon profit margin for the Bank

Musharaka An agreement between the Bank and a client to combine their assets or 
to merge their services or obligations and liabilities with the aim of making 
profit

Qard Hassan A transfer of money to a person on whom it is binding to return an amount 
similar to it

Rab al Mal A silent partner who provides the funds in investment activities

Riba Interest
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Sukuk Certificates representing undivided shares in ownership of tangible assets, 
usufruct or services

Sukuk al Ijara Certificate of ownership of a leased asset

Takaful Islamic insurance

Tawarruq Sale of an item by a party (the seller) to another (the buyer) on deferred 
payment terms under which the buyer immediately resells the item for 
cash to a third party

Wakala An agency contract where the Bank acts on behalf of the client

Zakat The religious tax on income and property levied in accordance with Shari’ah 
laws

Note: English translations of Arabic terms can vary and so the terms should be read in this context.
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Chapter 2

General information on the Offer and the Bank

Name of the Bank

Duration
Bank on the Commercial Register 

Registered Office P.O. Box 686, Postal Code 112, Sultanate of Oman  

Authorised Share Capital OMR 200,000,000, divided into 2,000,000,000 Shares 
with a nominal value of Bzs 100 per Share

Issued and Paid up Share Capital OMR 100,000,000, divided into 1,000,000,000 Shares 
with a nominal value of Bzs 100 per Share

Share Capital of the Bank paid up 
by the Promoters

OMR 60,000,000, divided into 600,000,000 Shares with 
a nominal value of  Bzs 100 per Share

Number of Offer Shares 400,000,000 Shares, which will constitute 40% of the 
Share Capital of the Bank following the IPO 

Type of Shares Ordinary shares with each Share carrying the right to one 
vote at a General Meeting of the Bank and equal right to 
dividend

Offer Price Bzs 102. This comprises a Nominal Value of Bzs 100 plus 
2 Bzs of Issue Expenses 

Purpose of the IPO The proceeds of the Offer, which is considered as part of 
Tier I capital along with the Promoters’ contributions, will 
be used to fund the formation and support the operations 
of the Bank, one of the first Islamic Banks in Oman

Persons eligible to subscribe for 
Shares

The subscription will be open to Omani and Non-
Omani Persons. Total foreign participation in the Share 
Capital following the listing shall not exceed 70% of the 
Share Capital. All GCC nationals and corporate entities 
incorporated and registered in a GCC country, which are 
wholly owned by GCC nationals are treated as Omani 
nationals in respect of ownership of and trading in shares 
and the establishment of joint stock companies in Oman, 

Ministry of National Economy
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Restrictions to Persons subscribing 
for Shares proprietorship establishments may submit Applications 

in their personal names

more than one Application

more than one Person, including Applications made 
on behalf of legal heirs are not permitted. Applications 
should only be made in the single name of each 
Applicant

the personal names of each Applicant and not in their 
capacity as legal heirs of a deceased individual 

Applications that do not comply with these conditions 
or restrictions, as applicable, may be rejected without 
contacting the Applicant

Promoters Chapter 7 contains the details of the Promoters and the 
Shares owned by them and the conditions to which they 
are subject in relation to their shareholdings in the Bank

Proposed allocation of Shares In the event that the Offer is oversubscribed, Shares will 
be allotted between the eligible investor groups as follows:

60% of the Offer, will be allotted amongst Category 
I Investors, proportionate  to the number of Shares 
applied for by each Applicant in this category

40% of the Offer, will be allotted amongst Category II 
Investors, proportionate  to the number of Shares applied 
for by each Applicant in this category

Any under-subscription in relation to the Shares allocated 
for allotment in a category will be carried over to the other 

Allotment to Foreign Persons will, in all cases, be limited 
to a maximum of 70% of the Share Capital. The final 
allocation of Offer Shares (including the minimum number 
of Offer Shares) on the above basis will be decided by the 
Issue Manager in consultation with the CMA
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Minimum Limit for the 
Subscription under one Application 100 Shares thereafter

of 100 Shares thereafter

Maximum Limit for the 
Subscription under one Application

10% of the Offer

Promoters lock-up Pursuant to Article 77 of the CCL, the Promoters may not 
withdraw from the Bank or dispose of their Shares prior 
to the publication by the Bank of two balance sheets for 
two consecutive Financial Years, effective from the date 
of listing of the Shares on the MSM. The exceptions to 
this restriction are in the case of assignment of the Shares 
amongst the Promoters themselves and inheritance. The 
period during which the Promoters are not permitted to 
withdraw or dispose of their Shares can be extended for 
one more year by a decision of the minister of the MOCI, 
upon the request of the CMA. This does not prejudice the 
right of a Promoter to execute a second priority share 
pledge over its Shares

Date on which lock-up period on 
the Promoters’ Shares commences

Offer Opening Date 22 September 2012

Offer Closing Date 21 October 2012

Issue Manager Bank Muscat SAOG
P.O. Box 134, P.C. 112, Ruwi, 
Sultanate of Oman
Tel: +968 2476 8888; Fax: +968 2479 8220

Subscription Banks Bank Muscat SAOG
Ahli Bank SAOG

Bank Sohar SAOG
National Bank of Oman SAOG 
Oman Arab Bank SAOC

Underwriting of the Offer In the event of any shortfall under the Offer, the Shares 

set out in Chapter 24
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Reporting Accountant and 
Feasibility Adviser

Ernst & Young 

Ernst & Young Building, Qurum
Sultanate of Oman

Legal Adviser Al Busaidy, Mansoor Jamal & Co.
Barristers & Legal Consultants
P.O. Box 686, P.C. 112, Ruwi
Sultanate of Oman

Marketing Adviser Advertising & Publicity Company LLC 
(OHI Advertising)
PO Box 889, Muscat, PC 100, Sultanate of Oman
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Chapter 3

Investment highlights

Strong Promoter group

Banking

Invest in one of Oman’s first Islamic Banks

Participate in expected strong growth

Attractive Offer terms

expenses of the IPO

Strong operational strategy

banking activities appointed, to lead the Bank in its pre-operational stage 

Efficient capitalisation
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Chapter 4

Summary of expenses of the IPO

of the total proceeds of the Offer at the Nominal Value (on the assumption that the Offer is fully 
subscribed). The breakdown of the maximum estimated expenses is detailed in the table below.

Estimated expenses of the IPO Rial Omani

Issue management fees 600,000

Subscription bank fees 120,000

40,000

Other professional adviser fees (including Legal, Feasibility Adviser & Reporting 
Accountants) 140,000

Marketing, printing and advertising expenses

306,000

Other expenses (Contingencies) 244,000

Total estimated expenses of the IPO 1,700,000

Issue Expenses collected at Bzs 2 per Share 800,000

Promoters’ share of Issue Expenses 1,200,000

Issue Expenses and Promoters’ share 300,000

The above are indicative estimates only.  The actual expenses of the IPO will depend on the number 
of Shares subscribed for under the Offer. The Bank will deposit any excess funds, if available, into the 
Legal Reserve after having settled the actual expenses of the IPO.
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Chapter 5

Purpose of the Offer and use of the Offer Proceeds

Purpose of the Offer
The Promoters have committed to the incorporation and establishment of the Bank. The Promoters 
are inviting Applicants to become shareholders in one of the first Islamic Banks in Oman to offer 
comprehensive business and retail Islamic Banking solutions.

The Bank intends to conduct its business in accordance with Omani law and CBO regulations governing 
Islamic Banking in Oman.

Use of the proceeds of the Offer
The proceeds of the Promoters’ Share Capital contribution of OMR 60,000,000 and the proceeds 
of the Offer, estimated at OMR 40,000,000, are for use as Tier I Capital to fund the formation and 
support the operations of the Bank.

Launch of the Bank and funding of operational expenses
Following the IPO of the Bank and the announcement of the regulations for Islamic Banking by the 
CBO, the Bank intends to approach the CBO for final approvals to launch commercial operations. 

will be aimed at developing a suite of business and personal Islamic Banking products. Following 
adoption of the business plan, the Bank intends to deploy the Offer Proceeds to recruit appropriate 
people and develop the facilities, infrastructure and IT required and to launch the Bank’s operations.  

In addition to these pre-commercial launch operating costs, the Bank intends to support its operations 
from the Offer Proceeds until such time as the Bank’s cash flows are sufficient to meet these expenses.  
In doing so, they will seek a balance between the launch of a desirable range of banking products 
and ensuring that the Bank is capable, within a timely period, of generating sufficient cash flows to 
cover its operational costs. To fulfil these objectives, the Bank may launch its products in a staggered 
manner, and not all of the Bank’s intended product range may be available to its customers at the 
launch of its commercial operations.

For such time as the Offer Proceeds remain undeployed, the Offer Proceeds will remain in bank 
accounts in Oman.

 



Chapter 6

Objects and approvals

Overview

Incorporation

establishment of the Bank as a public joint stock company.

All necessary applications have been made to incorporate the Bank as an SAOG company, the 

incorporation and registration of the Bank on the Commercial Register is expected to be completed 

The Bank aims to become the bank of choice for Persons seeking comprehensive business and retail 
Islamic Banking solutions. It intends to position itself to support the ongoing economic development 
taking place in Oman by providing Islamic Banking products and services. It intends to become the 
market leader for Islamic Banking products and services by leveraging its early mover advantage to 
gain market share.

The Islamic Banking market in Oman is expected to experience rapid growth. This reflects the 
unaddressed demand for Islamic Banking products and services in Oman.

Subject to the applicable laws and the regulations issued by the CBO, the Bank intends to offer Islamic 
Banking products and services, operate various types of deposit accounts and offer a wide array of 
tailored products such as Murabaha, Istisna’a, Musharaka and Ijara along with other innovative Islamic 
products and services designed to meet the needs of the Omani market. 

Share Capital
At incorporation, the Share Capital of the Bank will be OMR 100,000,000 divided into 1,000,000,000 
Shares with a nominal value of Bzs 100 each.

Licences and Approvals

Licensing by the CBO
Prior to launching its banking operations, the Bank must satisfy the regulatory and licensing 
requirements of the CBO. This will include registering the Bank with the CBO and obtaining a full 
banking licence from the CBO. The award of a banking license is pending the completion of the IPO 
and the incorporation of the Bank.

At present, the CBO has issued its initial approval for establishment of the Bank pursuant to its letter 
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In order to obtain a final licence, the Bank will need to fulfil the licensing requirements established by 
the CBO pursuant to the Banking Law and IBRF which include:

Payment of the applicable licensing fees

Filing of Memorandum and Articles with the CBO

Submission of details concerning significant Shareholders

Business plan of the Bank

Lease agreement with layout for head office and branches

Fulfilment of infrastructure requirements including staff, IT systems, internal policies and procedures, 
product programs and Shari’ah governance structures to commence operations 

The CBO has circulated a draft IBRF, which will be applicable to the Bank upon final issuance by the 
CBO. For further details on the banking regulations in Oman, refer Chapter 22.

The first Board will be elected at the CGM. It will be responsible for the incorporation of the Bank 
with the secretariat, the commercial registrar and the MOCI within one month of the convening of the 
CGM. The incorporation of the Bank shall be finalized upon its registration in the Commercial Register. 
The Board members are severally and jointly liable for the damages arising from the failure to attend 
to this procedure.

Bank’s objects as set out in the Articles 

The objectives of the Bank, as set out in its Memorandum and Articles of Association, are as follows:

To undertake for its own account or the account of others or jointly therewith internally and 
externally all banking financing and investment business in conformity with the principles of 
Shari’ah and provisions of the Banking Law including rules regulations and instructions thereunder, 
as applicable to Islamic Banking

To carry on the business of Islamic Banking in all its fields, and to transact and to do all matters 
and things incidental thereto, at any time hereafter at any place, where the Bank shall carry on 
business, which is usual in connection with the business of Islamic Banking compliant with the 
principles of Shari’ah and provisions of the Banking Law including rules regulations and instructions 
thereunder, as applicable to Islamic Banking

To grant Shari’ah compliant banking facilities through different forms of Islamic financing 
transactions including but not limited to Murabaha, Mudarabah, Musharaka, Ijara, Istisna’a and such 
other forms of Shari’ah compliant financing transactions which may allow for, without limitation, 
overdraft accounts, funding import and export operations and funding other commercial business 
and economic activities, with or without security provided that all such transactions are at all times 
Shari’ah compliant and in accordance with provision of the Banking Law including rules regulations 
and instructions thereunder, as applicable to Islamic Banking

To provide all kinds of Shari’ah compliant banking services and operations, for its account and for 
the account of its customers and third parties

To invest funds available with it for investment for profit, within the permitted limits, in different 
forms of Shari’ah compliant investment vehicles and contracts, including but not limited to the sale 
and purchase of gold bullion, other precious metals and commodities and foreign currencies
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To invest and place funds available for investment, within the permitted limits including but not 
limited to Murabaha, Mudarabah, Musharaka, Ijara, Istisna’a and such other forms of Shari’ah 
compliant investments, transactions, instruments or products in conformity with the principles of 
Shari’ah and provisions of the Banking Law including rules regulations and instructions thereunder, 
as applicable to Islamic Banking 

To safe-keep all monies, precious metals, objects, and other precious items, certificates, bonds, 
notes, packages and parcels left or deposited with it and to lease safety deposit boxes to its 
customers for the safekeeping of their objects

To act as agent and principal and accept agencies and to appoint agents to act on its behalf 
for commission or without commission, for the sale and purchase of any shares or securities or 
for any other monetary transactions, including subscribing for investment or participation in the 
establishment of corporate entities both in and outside of Oman in conformity with principles of 
Shari’ah and provisions of the Banking Law including rules regulations and instructions thereunder, 
as applicable to Islamic Banking

To open accounts of all types, accept deposits, investment accounts and safe-keep accounts in all 
currencies approved by the CBO

To issue and keep Shari’ah compliant bonds and securities of all types and offer them to the 
public, as well as issuing Shari’ah compliant Mudarabah of all forms, in accordance with the 
Shari’ah principles governing the same in conformity with the principles of Shari’ah and provisions 
of the Banking Law including rules regulations and instructions thereunder, as applicable to Islamic 
Banking

individually or in conjunction with third parties in conformity with the principles of Shari’ah and 
provisions of the Banking Law including rules regulations and instructions thereunder, as applicable 
to Islamic Banking

To provide financial advisory services and act as agent or manager for financing transactions and 
joint possession, whether individually or in conjunction with third parties

To accept Zakat and unconditional donations and contributions from third parties for the account of 
the Zakat fund and interest-free loan funding, and to spend and utilise such funds for the benefit 
of others in accordance with the acknowledgement of the Shari’ah Board for the achievement and 
discharge of the Bank’s social responsibilities

To purchase commodities and other movable properties for the onward sale, rental or leasing of the 
same

To set up a co-operative or mutual insurance organisations consistent with the principles of 
Shari’ah to secure its own funds, cash deposits and all movable and fixed assets after obtaining the 
necessary licences from the concerned authorities

To issue, negotiate, settle, accept, endorse and discount bank guarantees, letters of credit, cheque 
payments, money orders, promissory notes, bills of exchange, debentures, bonds, commercial 
paper and all other negotiable or transferable instruments as may be permitted in accordance 
with the principles of Shari’ah and provisions of the Banking Law including rules regulations and 
instructions thereunder, as applicable to Islamic Banking

To sell, buy and exchange domestic and foreign currencies, monies and bullion
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To enter into partnerships and associations with companies and organisations undertaking Shari’ah 
compliant commercial activities similar to those of the Bank, where to do so will advance the 
interests and objects of the Bank, and to acquire all or part of the shares in and the rights to 
manage or operate such companies and organisations in compliance with applicable laws

To act as insurance agents, intermediaries or financial advisers for the benefit of its customers and 
to advise, sell and procure the sale of such services to its customers subject to the approval of the 
CBO and other necessary regulatory approvals in conformity with the principles of Shari’ah and 
provisions of the Banking Law including rules regulations and instructions thereunder, as applicable 
to Islamic Banking

The Omani Islamic Banking regulations are in the process of being framed and in the event that 
the CBO or the CMA restricts or limits certain types of Islamic Banking activities or Islamic banking 
products, the objects clause of the Article would need to be modified accordingly. 
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Chapter 7

Shareholding details and restrictions

Details of the Promoters
After the IPO, the Bank will be established with a Share Capital of OMR 100,000,000.

The Promoters have collectively subscribed to 60% of the Share Capital of the Bank. Each Promoter’s 
equity contribution is set out below:

Name of the Promoter Place of 
incorporation

Percentage  
of equity

Number of  
Shares held with 
Nominal value of 

Bzs 100 each

Aggregate Nominal 
Value of Shares held 

(OMR)

Huriah  Company LLC Oman 10 100,000,000 10,000,000

aabar Investments PJS 20 200,000,000 20,000,000

First Energy Oman Cayman Islands

Tasameem Real Estate 
Company LLC

Total 60 600,000,000 60,000,000

Post offer equity structure

 Name of the Shareholder Number of Shares held  
with Nominal Value of 

Bzs 100 each

Percentage  
of Total

Aggregate Nominal 
Value of Shares held 

(OMR)

Huriah  Company LLC 100,000,000 10 10,000,000

aabar Investments PJS 200,000,000 20 20,000,000

First Energy Oman 

Tasameem Real Estate 
Company LLC

Public 400,000,000 40 40,000,000

Total 1,000,000,000 100 100,000,000
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Brief profile of the Promoters

Huriah Company LLC (“Huriah”)
Huriah Company LLC is a company headquartered in Oman. Huriah is an investment vehicle owned 
by HH Sayyid As’ad bin Tarik Al Said. Its investments include shares in public companies in Oman, 
commercial real estate as well as agricultural real estate. The company is also affiliated to investments 
in oil and gas, telecommunications and other allied development projects.

aabar Investments PJS (“aabar”) 

aabar has a diversified global investment portfolio. It is an experienced financial services investor, with 
interests in listed, full service commercial banks in Europe and South East Asia. It holds significant 

Bank Ltd, a leading Swiss private bank. aabar also has investments in the real estate, automotive, 
aviation, aerospace, commodities and food security sectors. 

For further information on aabar, visit www.aabar.com 

First Energy Oman 
First Energy Oman is a Cayman Islands registered wholly owned subsidiary of First Energy Bank 
B.S.C.(c).  (“First Energy Bank”)

First Energy Bank is an Islamic investment bank licensed by the Central Bank of Bahrain and 

First Energy Bank operates in accordance with Islamic principles as a financial partner in project 
development, joint ventures, mergers and acquisitions and the purchase of assets and asset portfolios.

For further information on First Energy Bank, visit www.1stenergybank.com

Tasameem Real Estate Company LLC (“Tasameem”)

has investments in several industries ranging from general investments, real estate construction, 
financial institutions, branded restaurants and other sectors. Tasameem’s investments are spread 

Restrictions imposed on the Promoters

Lock-up period
Article 77 of the CCL imposes a lock-up period on the promoters of a newly incorporated SAOG. As 
a consequence of the provisions of Article 77 of the CCL, the Promoters will not be permitted to 
withdraw from the Bank or dispose of their Shares prior to the Bank publishing two balance sheets 
pertaining to two consecutive financial years, effective from the date of commencement of actual 
business. 
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Exceptions to the lock-up period
Article 77 of the CCL provides certain exemptions to the lock-up period. The exceptions, allow the 
Promoters to assign Shares amongst themselves and also permits transmission of shares in the case of 
inheritance. Additionally, the Promoters may execute a second priority share pledge over their Shares.

Extension of the lock-up period
The period during which the Promoters are not permitted to withdraw or dispose of their Shares may 
be extended for one further year by a decision of the Minister of MOCI, at the request of the CMA.

Liability of Promoters, the Board and Auditors in relation to establishment of the Bank
The Promoters, along with the Board and the first auditors of the Bank take primary responsibility for 
compliance with the procedures established under the CCL in relation to the incorporation of the Bank. 
This principle is established by Article 71 of the CCL, which provides that if a defect has taken place 
in the procedure pertaining to incorporation of an SAOG an interested party may, pursuant to Article 
71 of the CCL, within a period of five years from the date of incorporation, call for the rectification of 
the defect. Failure to rectify the defect would entitle the interested party to approach the competent 
court for orders to wind up the SAOG. 

In case an order of winding up is passed, the Promoters, the Board, and the first auditors of the Bank 
shall be held severally and jointly liable for damages arising from the dissolution of the SAOG provided 
that such damages are attributable to their illegal acts, negligence or omissions in the establishment 
of the SAOG.
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Chapter 8

Macroeconomic overview 

This section has been extracted from the Feasibility Report and provides an overview of and outlook 
for the macroeconomic environment in Oman and a context for the opportunities in the banking 
industry in Oman.

Demographics
Based on the census of 2010, the population of Oman reached 2.7 million, of which 72% were Omani 

segment increased at a CAGR of 1% during the period, compared with 4% for the expatriates. The 
following chart depicts the population of Oman during the period 2001-2010.

Population of Oman during the period 

Po
pu

la
tio

n 
(m

ill
io

n)

Omani Expatriate

2001

3.5

3.0

2.0

1.5

1.0

0.5

0.0
2002 2003 2004 2005 2006 2007 2008 2009 2010

1.82

0.65

1.87

0.66

1.78

0.56

1.80

0.61

1.84

0.67

1.88

0.69

1.92

0.82

1.97

0.90

2.02

1.16

1.96

0.82

Source: MONE

Oman’s population density varies across its regions, with Muscat recording 199 persons per square 
kilometer compared with the sparsely populated Al Wusta region, which records less than one person 
per square kilometer. The most heavily populated Wilayats are Seeb (0.3 million persons), Bawshar 
(0.19 million persons) and Salalah (0.17 million persons). The chart below illustrates the distribution 
of the population by Governorate during 2010.
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Population distribution by Governorate 2010
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The Omani population is relatively young, with 37% of the population under the age of 20 years 

between 2011 and 2020, with the Omani population growing at a CAGR of 1.7% and the expatriate 
population at 9.2% over the same period.

GDP

This growth was primarily driven by the contribution of oil and gas activities, which increased from 

This growth highlights the continued importance of the oil sector in Oman’s economic activities.

and was supported by increases in Government spending on infrastructure and increased budgetary 
support for the non-oil sector, such as airports, roads and port projects. 

20111

1  2011 figures are annualised and reflect nine months actual and three months forecast 
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Historical and forecasted GDP of Oman   
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Economic diversification

and 60.9% as demonstrated in the chart below.

Contribution of oil and non-oil sector to Oman’s GDP
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given the positive resultant impacts on the non-oil sector.

The Government’s objective of reducing the country’s dependence on the oil sector has been supported 
by, major initiatives undertaken to develop the non-oil sectors of Oman. Six industrial estates with 
a total area of 71 million square metres have been developed in Oman since 1983 and three new 
industrial estates, with a total capacity of 16 million square metres, are being planned for the coming 
years. 



in 2010, at a CAGR of 20%. Further, the total number of registered industrial establishments was 

non-metallic mineral products, fabricated metal products, manufacturing and chemical products.

Inflation
In 2008, strong economic growth and the increase in oil prices caused the CPI to rise significantly 

economic slowdown and the reduced demand for oil and construction materials. Between 2009 and 
2010, the CPI remained at similar levels due to the fluctuations in prices of essential commodities 

driven by soaring food prices. The price index for food items, beverages and tobacco (which accounts 
for more than 30% of the CPI) increased by 6% Y-o-Y.
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External trade

billion2

driven by increased domestic consumption on the back of economic growth. In absolute terms, the 
sustained volume of oil related exports resulted in a current account surplus over the period.

External trade
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2  Annualised number representing nine months of actual and three months forecast
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Vision 2020: Oman’s long term strategy
Vision 2020 is a policy document issued by the Government that outlines Oman’s development 

Vision 2020 recognised the limited availability of oil reserves for the country and planned to secure 
Oman’s future prosperity and growth with economic and financial stability through greater private sector 
participation, diversification of the economic base and sources of national income, globalisation of the 
economy and development and upgrading of the skills of the Omani workforce. It envisages rational 
exploitation of oil, gas and other mineral resources, development of an industrial base, promotion 
of ecologically sustainable tourism, investment in education, health and overall development of the 
country.

The objectives expressed in Vision 2020 form the basis upon which the Government drafts its five 
year plans.

Eighth Five Year Plan

billion, the average annual Government revenues as projected in the Eighth Five Year Plan are 47.2% 
higher than those projected for the Seventh Five Year Plan. Similarly, average annual Government 

and can be attributed to the conservative oil pricing policy set by the Government. The budgeted 
expenditure by economic segment for the Eighth Five Year Plan is illustrated below.

Government spending: Eighth Five Year Plan
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Infrastructure projects including the development of roads, airports, seaports and housing are the key 
spending areas of the Eighth Five Year Plan. The Government has also identified the education sector 
as a priority area and has allocated OMR 272 million towards it. This represents 6.1% of the Eighth 
Five Year Plan’s total planned expenditure.
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Summary
The Government’s aim of supporting diversification of the economy and encouraging economic growth 

manufacturing, infrastructure, tourism, housing, health, services and education. The Government is 
providing support both through direct investment and through the easing of regulations and policies. 
These initiatives will provide growth opportunities for the banking sector and the economy as a whole. 
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Chapter 9

Oman banking sector

Extracts from the Feasibility Report in relation to the Oman banking sector are provided below. This 
chapter does not take account of the impact of Oman International Bank SAOG’s merger with HSBC 
Oman (Branch) for which numbers were not available at the time of finalising the Feasibility Report. 

Background
Over the five year period that ended in 2011, the banking sector in Oman experienced steady growth. 
It continues to be supported by Oman’s underlying economic growth. It also benefits from Government 
expenditures supporting the diversification away from the oil sector, and policies encouraging 

Commercial banks are looking to reduce their dependency on interest income by focusing more on 
fee based income, commission and service charges, foreign exchange earnings and gains from the 
sale of assets. Growth in such non-interest income has also been supported by the adoption and 
improvements in IT, and the increasing liberalisation of the banking sector.

The banking sector remains highly concentrated, with the three largest local banks (Bank Muscat, 

Historical performance of commercial banks
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Structure of the banking system
The banking sector in Oman is regulated by the CBO. The banking sector in Oman comprises of  
19 licensed banks of which seven are local, ten are foreign and two are local specialised banks (for 
housing and industrial development). A CBO circular introducing Islamic Banking in Oman was issued 
in 2011, offering another avenue for growth in banking assets.
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Al-Batinah Governorate which accounts for 20% of all the bank branches. It is inferred that the  
Al-Batinah Governorate has the lowest branch penetration ratio with 12 branches per 100,000 
people. Similarly, Musandam and Muscat have the highest branch penetration ratios with 29 branches 
per 100,000 people respectively.

% of bank branches by Governorate 2011 
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Analysis of branch penetration of Omani banking sector by Governorate 2011
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Overview of banking credit

In 2009, the Omani economy was adversely impacted by the global financial crisis. The subsequent 
recovery of banking credit growth was supported by Government’s spending, low interest rates and 
improved risk appetite from commercial banks. In 2011, banking credit accounted for 68% of total 

billion.
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GDP growth compared with banking asset and credit growth
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approximately 84% of total credit in the banking sector. Bank Muscat SAOG had the largest share 
of banking credit, at 39% of the total market. Bank Sohar SAOG and Ahli Bank SAOG recorded the 
highest growth in assets, at 36% and 34% respectively, between 2007 and 2011.
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Bank credit by retail and corporate customers
The growth in corporate credit was broadly in line with the growth in retail credit in the five year 
period that ended in 2011. As a result, the mix of retail and corporate credit in the Omani banking 
market has remained fairly constant, with corporate credit accounting for 60% of total credit.

Retail credit by banks
Retail credit includes personal and housing loans to individuals. Retail credit grew by 17% in 2011 

credit grew at a CAGR of 22%. Increased job creation, higher wages and lower interest rates have been 
the key drivers of retail credit growth.
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Growth in retail credit 
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CBO has placed a ceiling on commercial bank lending for personal (non-housing) loans and mortgage 
loans at 40% and 10% of credit portfolios respectively. According to CBO regulations, interest on 
personal loans cannot exceed 7%. These restrictions are expected to continue to fuel future growth 
in the personal loans segment. Moreover, Oman’s demographics profile described in Chapter 11 is also 
expected to support growth.

Corporate credit
The value of corporate credit in Oman grew from OMR 6.4 billion in 2010 to OMR 7.4 billion in 2011, 
representing annual growth of 16%. In the five year period that ended in 2011, corporate credit 
recorded a CAGR of 21%.

Growth in corporate credit
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Corporate credit extended to the transport and construction sectors grew faster than in any other 

accounts for close to 10% of corporate credit.

Credit distribution by sector

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

-2.0%
-25% -15% -5% 5% 15% 25% 35% 45% 55% 65%

962
1,272

511

434

1,051

1,216

734

720

36

33

Co
nt

rib
ut

io
n 

to
 G

D
P

CAGR (2006 - 2011)

Agriculture Mining & quarrying Manufacturing Utilities Construction Trade

Financial institutions Government ServicesTransport & Communications

Source: CBO3

Overview of banking deposits

Commercial bank deposits
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from public enterprises and the Government accounted for 26% and 8% of total deposits respectively. 
Non residents accounted for the remaining 1%.

In 2011 Bank Muscat SAOG was the largest deposit holder amongst the six listed banks, with a 38% 

the 20% growth experienced in deposits across the banking sector as a whole.

Break-up of banking deposits 2011 Commercial banks share of deposits 2011
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The mix of deposits has remained relatively stable over the five years ending in 2011. Time and saving 

2011. Historically, short term deposits have dominated private sector deposits with CASAs accounting 

total number of deposit accounts increased to 2.6 million in 2011 from 2.2 million in 2010. The 
number and value of deposit accounts in 2009, 2010 and 2011 is shown in the chart below.

Break-up of banking deposit accounts 2011 Break-up of banking deposits by value 2011
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Interest rate spreads
Overall interest rate spreads and NIMs fell in 2011 as a result of increasing competition in the banking 
sector.

NIMs 
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Although the market size increased, growing competition has resulted in shrinking interest rate spreads 
representing the difference between interest rates on credit and deposits. The interest rate spread 
contracted by 130 basis points to 420 basis points between 2006 and 2011.
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The chart below shows the NPL performance of the six listed banks.  

NPL ratios 
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As at the year ended 2011, the six listed banks met the 12% CAR requirement set by the CBO.
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CARs
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Key performance indicators 
Combined net profits of commercial banks have a shown a steady increase from OMR 191 million in 
2009 to OMR 262 million in 2011. Over the period from 2006 to 2011, net profits increased at a 
CAGR of 10%.

In 2011, declining provisions and stabilising operating costs have helped to increase profitability in 
the banking sector. Banks also recorded higher ROE due to higher recoveries and lower operating costs 
and provisions.
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Overall recoveries for listed banks in 2011 increased to OMR 44 million, an increase of 47%. Provisions 
(calculated as a percentage of total assets) fell, also indicating an improvement in asset quality. Cost 
of risk was stable due to falling NPLs.

4  Size of the bubble indicates total assets. X axis indicates NIM. Y axis indicates ROE
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Cost-income ratio
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Chapter 10 

The Islamic Banking market 

An extract from the Feasibility Report in relation to the Islamic Banking market in the MENA and GCC 
region is provided below.

MENA Islamic Banking market
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Banking asset penetration 2010
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Banking asset penetration

Banking asset penetration 2010

209%

147%
125% 121%

87%
70%

Bahrain UAE Kuwait Qatar Saudi Arabia Oman

250%

200%

150%

100%

50%

0%

limited exposure to overseas markets.

Banking asset penetration 2010

Islamic Banking Market Share of Total assets

Asset penetration (% of GDP)

Size of circles denote
the relative size of 
Islamic banking asset
in 2010

4% 8% 12% 16% 20% 24% 28% 32% 36% 40%

Oman

UAE

Qatar

Bahrain

Kuwait

KSA

360%

320%

280%

240%

200%

160%

120%

80%

40%

0%

MENA Average Islamic
Banking Market Share

GCC Average Islamic
Banking Market Share

Loan and deposit penetration
In the GCC, deposit penetration ratios closely track loan penetration ratios. The only exception to this 
is Bahrain, which is an established banking centre. In 2011, Oman had loan and deposit penetration 
ratios of 47% respectively, which were the lowest in the GCC.
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Deposit penetration 2010
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Growth drivers

Economic growth and liberalisation: Banks across the GCC have experienced strong asset growth, 
driven by strong fundamentals, even during the recent global financial crisis. Certain governments 
in the region have eased foreign investment restrictions and provided incentives in an attempt to 
increase investment and growth



Government spending and support: Governments’ fiscal stimulus packages have contributed 
positively to economic growth. Increased public private partnership schemes, especially for 
infrastructure development, have given the private sector and financial institutions significant 
opportunities for growth and investment. A push by some governments and central banks in the 
region to develop infrastructure institutions and Islamic capital markets has supported growth of 
the industry

Increased affluence and liquidity: Rising liquid wealth and disposable incomes coupled with 
under-penetration in some markets indicates significant growth potential in key banking areas

Supply side push: An increase in the number of participants in the Islamic Banking market and 
the number of products have resulted in a growth of Islamic Bank’s share of the overall banking 
market Islamic Banks have also captured additional market share through increased direct sales and 
marketing activity

Increased awareness and demand for Islamic finance: Islamic Banks have increased their efforts 
to educate the general population about the features of Islamic Banking products.  This has partly 
increased awareness of and demand for Islamic Banking 

Comparison of market share movements

has not followed this trend due, in part, to its exposure to the real estate sector. In 2010, Islamic 
Banking assets in the GCC accounted for 26% of total banking assets, in comparison with 22% in 
2008.  
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Challenges and drivers for Islamic Banking
The key challenges and drivers for Islamic Banking are addressed in Chapter 11.



Chapter 11

Islamic Banking in Oman

In 2011, the CBO announced its decision to license the provision of Islamic Banking services in Oman. 
Its objective was to create a stable Islamic finance industry offering a credible banking proposition 
that complies with international best practices, protects customers, and reflects Shari’ah.

Following the CBO’s announcement, all listed Omani banks, which accounted for 82% of the total 
banking assets in Oman in 2011, have announced their intention to set up Islamic Windows. In 
addition, the CBO granted temporary Islamic Banking licenses to two new entities in Oman who intend 
to operate solely in the Islamic Banking space.

The following section on Islamic Banking in Oman is extracted from the Feasibility Report.

Islamic Banking potential 

the total banking assets in Oman.

Key drivers of Islamic Banking

Demographic trends: Oman has a relatively young population with 72% of the population being 

Oman’s relatively young Muslim population provides an opportunity for banking penetration growth 
and Islamic Banking 
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Demand for Islamic Banking: 
its introduction in 2011, Omani consumers specifically seeking Islamic Banking services could 

would be faced with the option of banking with conventional banks or avoid banking altogether 
and, instead, resort to holding physical assets or cash. It is expected that, in some cases, some 
conventional banking customers may also be drawn to Islamic Banking if offered the option. A third 
party market study conducted in Oman  found strong support for the concept of Islamic finance 
and Islamic Banking. In this report it was noted that:

 -   70% of consumers surveyed expect to open an Islamic savings account in the next 12 months 

 -   77% of consumers surveyed expect to take out Islamic financing within the next 1 to 2 years 

Under-penetrated market: The introduction of Islamic Banking in Oman is expected to draw 
unbanked sections of the population in Oman into the banking market. In 2010, Oman had a 
banking penetration ratio of 70%, one of the lowest in the GCC, which averaged 114% in the 
same year. Hence, it appears that there is ample room for growth in the Omani banking sector, 
which could support growth in Islamic Banking. Government initiatives and continued support for 
economic development, as outlined in the Vision 2020, is also likely to support Islamic Banking 
and the banking sector as a whole

Strong business growth: The Government’s aim of diversifying the economy and encouraging 

industrial manufacturing, tourism, housing, health, services and education. The Government’s policy 
initiatives, easing of regulations and investment in new and existing industrial estates are expected 
to drive the level of financing activity in Oman

Economic performance: The strong economic performance of Oman has, in part, been driven by 
buoyant oil prices and rising per capita incomes. This has had a positive impact on the banking 
sector in the form of increased funding and consumer lending opportunities. The implementation 
of the new industrial projects in Oman’s industrial zones are expected to have a positive impact on 
the banking sector by creating new lending opportunities

Key challenges for Islamic Banking
Islamic Banking in Oman will need to address a number of challenges:

Awareness about Islamic Banking: Islamic Banking and its products are new to Oman. Therefore, 
creating awareness about Islamic Banking and its positioning as a Shari’ah compliant offering 
will be challenging. Islamic Banking will need to be presented as a genuine, ethical and useful 
alternative to conventional banking. Potential customers will also need to be educated on different 
products and services offered by Islamic Banks

Regulatory framework: The IBRF is in the process of being finalised. In addition to the CBO and 
the CMA, there could be additional stakeholders, such as the Shari’ah Board and the Ministry of 
Awqaf. Hence, Islamic Banks could be under careful scrutiny in their initial years of operation, and 
regulation of Islamic Banks is likely to evolve as the industry grows and matures

the form of interviewing
qualifying question



Need for skilled personnel: The Omani banking industry is expected to face a shortage of 
experienced personnel with Islamic Banking experience in the local market. Recruitment, retention 
and training of Islamic Banking personnel will take time. Hence, Islamic Banking will, in part, 
depend on experienced personnel from overseas

Shortage of Islamic money market products: In the early stages, liquidity management will be 
a challenge for Islamic Banks. Islamic instruments will need to be developed to allow Islamic 
Banks to address their liquidity management needs within Oman rather than seeking international 
solutions. Furthermore, Islamic Banks may not have access to a lender of last resort

Competition: New entrants in Islamic Banking will need to differentiate themselves based on 
the strength of their product offering and service quality. Banks with robust plans for customer 
acquisition, innovative product offerings, scalable technology and risk infrastructure are likely to 
gain a competitive advantage

Technological challenges: The banking infrastructure in Oman is generally perceived as requiring 
investment in its technological framework to bring it to the cutting edge. Banks will need to 
address such issues while minimising its impact on operational cost

Inadequate risk management practices: Many conventional risk management instruments such 
as conventional insurance, hedging and derivative instruments may not be Shari’ah compliant. 
This could lead to Islamic Banks either taking more risk or accepting lower returns than their 
conventional banking counterparts

Critical success factors
Given that Islamic finance is evolving, Islamic Banks will need to consider the following critical success 
factors in order to successfully compete with their conventional peers:

Strong management team: Islamic banks should have a skilled management team that understands 
the principles of Shari’ah and is capable of introducing products and services that comply with 
these principles

Service quality: Islamic Banks will need to offer differentiated customer service, develop advocacy, 
target the ‘value seeker’ segment and benefit from high customer turnover levels typically associated 
with the Islamic Banking retail segment. Customer service will be the key to successfully engaging 
with sophisticated corporate customers

Distribution: Physical branches and virtual distribution networks will be key in accessing and 
servicing banking customers

Conclusion
Islamic Banking is a new industry and is expected to grow significantly. Growth in Islamic Banking 
assets is likely to outpace growth in conventional banking assets. Oman is well placed to capture a 

6

The speed of growth would be influenced by a supportive regulatory framework providing a level 
playing field for Islamic Banks and conventional banks.

6  The World Bank



Chapter 12

Bank business plan and strategy

The Bank is focused on becoming the Islamic Bank of choice for customers seeking comprehensive 
business and retail Islamic Banking solutions. The Bank intends to become the market leader for 
Islamic Banking products and services by leveraging its early mover advantage to gain market share.

Vision statement
To be Oman’s leading Islamic Bank that facilitates commerce and development in Oman through 
financial solutions consistent with the principles of Islamic Banking. 

Mission statement
To develop a comprehensive offering of commercial and retail banking solutions, consistent with the 
principles of Islamic Banking.

Value proposition
The Bank’s value proposition in the market will be built upon the following:

requirements of its targeted markets

telephone banking and ATMs to enhance customer convenience

customer service 

Corporate objectives
The Bank intends to focus on a number of core business objectives, while retaining rigorous adherence 
to Islamic Banking principles, the prevalent regulatory framework and industry leading standards for 
governance and ethics. These core business objectives include:

Strategy
The Bank’s strategy is comprised of a number of initiatives, which focus on growing the Bank’s share 
in Oman’s core market segments for both liabilities and assets. These market segments have been 
identified as corporate, SME and retail.



Liability products
The Bank intends to offer a wide range of Islamic Banking liability products and services to its 
customers including:

by conventional banks including issuing cheque books, cheque guarantee and debit cards, and 
offering direct debit and standing order facilities for an administrative fee

agreed profit sharing percentages for such accounts

for a variety of tenors, providing customers with flexibility to meet their financial needs and 
requirements

Corporate credit
The Bank’s primary target market is intended to be the corporate banking segment whose customer 
base will include:

The Bank’s branches are intended to be located in industrial areas and in areas with strong corporate 
presence to focus on relationship building, liability generation, asset booking and fee generation. 

The Bank’s product offering will include term and working capital financing, deposits, payroll 
management, cash management, trade financing and foreign exchange services. This will enable 
the Bank to reach a large corporate customer base, whilst providing cross-selling opportunities and 
reducing risk of customer loss.

Real estate finance
The continued growth of real estate construction and development activity across Oman is expected 
to create financing opportunities for the Bank. These opportunities will be both for direct financing of 
the development, and for providing financing to investors and end-users. The Bank’s product offerings 
will include financing for the purchase of residential, retail and commercial properties in Oman using 
Islamic Banking products such as Murabahah, Ijara and Istisna’a.

SME banking
The SME banking segment is intended to be a secondary target market for the Bank. In this segment, 
the Bank’s target customers will cover:



The Bank’s product offerings will include a customised range of banking products meeting the needs 
of the target segment including the following:

Retail banking
The retail banking segment is intended to be a tertiary target market for the Bank. In this target 
market, customer groups will be segmented for marketing purposes into the following groups:

In retail banking, the Bank’s product offerings will aim to meet financing needs for home finance, 
equipment finance and other associated products. The Bank will also aim to offer products such as 
educational and marriage loans through Murabahah and Ijara. The Bank intends to offer a credit card 
that will be structured according to the principles of Islamic Banking. Car financing is also intended to 
be promoted, at competitive prices. 

Branch network and distribution 
The Bank will adopt an integrated, multi-channel model offering choice and convenience to customers. 
This model will be based on modern technology to lower the cost of delivery and to increase reliability 
of service.

In the first year, the Bank intends to launch a flagship branch in Muscat, housing centralized functions. 
This will be complemented by additional branches in line with the business strategy. 

Product offering at the Bank’s channels and branches may vary to promote economies of scale and 
maintain service quality. This could mean that certain products and services may only be available in 
selected branches. The table below shows the Bank’s intended service offering by channel type.

Counter 
services

Priority 
centre

SME Electronic 
centre

Finance

Flagship branch x x x x X

Full function x x x X

x

Off site ATM X



The channels will be supported by electronic service delivery capabilities offering constant customer 
access through:

Branding and marketing strategy
The Bank’s branding strategy will be founded on its Shari’ah compliant positioning and its core values. 
Recognising the value of brands in the banking industry, the Bank intends to closely manage and 
develop its brand. This could entail using different brands or sub-brands for different segment offerings 
or products.

Both below-the-line and above-the-line marketing will be used to build the brand and promote the 
Bank’s products and services. The Bank may enter into partnership agreements with third parties 
to leverage its own or its partners’ brand equity. In addition, the Bank will build an online presence 
coherent with its branding strategy. 

Trademarks
The Bank will register its logo as a trademark at the MOCI, in the intellectual property department.
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Chapter 13

Organisation and management of the Bank

The Board
In accordance with the Banking Law, the CCL and the Articles, the Board is responsible for the overall 

Shareholders from amongst Shareholders and non-Shareholders. The first Board will be elected by 

re-election at the third AGM following their appointment to the Board.

The first Board is expected to work with the CEO to develop and adopt the business plan of the Bank.  
In overseeing the implementation of the business plan, the Board will establish and monitor key 
performance goals. The Board will also develop and adopt internal regulations for the management of 
the Bank, its business and personnel affairs.

The Board will perform its functions consistent with the Banking Law, the CCL, other applicable laws 
or regulations, the Articles and resolutions passed by General Meeting. 

A more detailed summary, of the functions and obligations of the Board, is included in Chapter 14.

In order to assist the Board in performing its obligations, the Board may form committees to advise 
it and make recommendations on certain matters. Initially, these committees are expected to include 
a remuneration committee and an audit committee. The Board may establish other committees from 
time to time.

Remuneration committee
The role of the remuneration committee is to recommend remuneration policies to the Board relating 
to the chairman of the Board, other members of the Board, management of the Bank and the Auditors. 
The remuneration committee will comprise at least three non-executive directors, the majority of 
whom must be independent directors, including the chairman of the committee. 

Remuneration of the Board and auditors 
The remuneration of the Board and the auditors, will be determined by the Shareholders at the AGM 

the Bank’s annual net profits after deducting the legal and optional reserves in accordance with Article 
106 of the CCL and notionally calculating or distributing the dividends to shareholders at not less than 

The maximum total over-all limit on the entire remuneration and sitting fees paid to the Board 
shall be RO 200,000, with a sub-ceiling of RO 10,000 as a sitting fee for each director per annum. 
In the event that the Bank makes no profit or less profit to the extent that notionally calculating 
or distributing dividends to Shareholders is not possible, remuneration and sitting fees shall be 
determined in accordance with the rules issued by the CMA. A member of the Board will be eligible 
for compensation for his services if he is assigned a job or travels or carries out any work related to 
the Bank’s work. 
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Audit committee
The role of the audit committee involves:

reference to any other non-audit services), fee and terms of engagement and recommending the 
auditors to the board for appointment

statements

statements before issue, qualifications contained in draft financial statements, and discussions of 
accounting principles therein and changes in accounting standards adopted by the Bank

The audit committee shall comprise at least three non-executive directors, the majority of whom 
must be independent directors.  At least one of the members should have financial and accounting 
expertise.

The audit committee will also be responsible for recommending the appointment and remuneration 
of a suitably qualified and experienced person for the position of internal audit manager of the Bank. 
Such person will be charged with responsibility for the following:

Bank’s system of internal administrative, accounting and financing controls and on other issues on 
which the internal audit manager is requested to report by the audit committee of the Board

Shari’ah Board
The role of the Shari’ah Board will be to ensure that the Bank’s products and services are consistent 
with the principles of Islamic Banking. The Bank may not provide a product or service without the 
approval of the Shari’ah Board.

The Shari’ah Board of the Bank will be appointed prior to the commencement of the Bank’s commercial 
operations. The appointment will be recommended by the Board and be subject to Shareholder approval 
at an OGM.  It is expected that the CBO will set out regulations relating to Islamic Banking.  The 
composition, roles and responsibilities of the Shari’ah Board will be consistent with such regulations.



62

It is currently intended that the Shari’ah Board will consist of three members, who will have an 
appropriate Shari’ah background and expertise in related fields. The members of the Shari’ah Board 
will elect a leader from amongst themselves who will represent the Shari’ah Board before the Board. 
The Shari’ah Board will be required to prepare an annual compliance report to be submitted to the 
Board and published in the annual report of the Bank.

Management
The Board will be responsible for the appointment of a management team with responsibility for day-
to-day management of the business of the Bank. In doing so, the Board will recruit a management 
team that has the appropriate skills and expertise to lead the Bank and to successfully implement the 
Bank’s business plan and ongoing strategy.

The composition of the Bank’s management team is intended to reflect the strategic objectives of 
the Bank. It is expected that the structure and composition of the management team will evolve to 
reflect the development of the scale and complexity of the Bank’s business.

The Bank intends to function under a robust organisational structure that reflects the division of roles 
and responsibilities of the Board and the executive management team. The diagram below depicts an 
organisation structure currently being considered by the Promoters. However, the final organisation 
structure, will be determined and adopted by the Board and may be significantly different from the 
structure depicted below. 
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Appointments

Appointment of COO
The Promoters have been focused on equipping the Bank to commence commercial operations in the 
shortest practicable timeframe. To this end, a COO with considerable GCC experience in commercial 
bank start up and Islamic banking activities has been appointed (subject to Shareholder approval at 

banking experience. He has previously held senior positions with Masraf Al Rayan (Qatar), HSBC 

planning, sales and service, and product and business development. He has an outstanding track 
record in successfully developing and deploying a range of strategies in varying market conditions.

at Masraf Al Rayan, an Islamic Bank in Qatar.

Appointment of senior management positions and Shari’ah Board

of the Bank’s operations. It is expected that the Bank’s CEO will be appointed shortly after the IPO. 

Promoters.

A recruitment committee has made considerable progress toward making key appointments in relation 
to the Bank’s Shari’ah Board and other senior business support functions. High quality candidates 
have been identified and interviewed for the Bank’s Shari’ah Board, chief financial officer position and 
leadership of HR and IT.  It is expected that appointments will be made in these areas soon after the 
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Chapter 14

Corporate governance

In establishing the Bank, the Promoters intend for it to adhere to the highest standards of corporate 
governance. These reflect the requirements of the laws of Oman, the rules and regulations of the CBO 
and the CMA (including the Code of Corporate Governance), the Articles or other sources of market 
best practice. The description of laws or regulations in this chapter are provided by way of summary 
only and do not purport to give a complete overview of the provisions of the Articles, the CCL, the 
Code of Corporate Governance, or the CMA rules and regulations.

Background
The respective roles and responsibilities of the Board and management team of the Bank are, in large 
part, governed by the provisions of the Banking Law, the CCL, the Articles and, after listing on the 
MSM, by the Code of Corporate Governance and relevant circulars issued by the CBO and the CMA.

Responsibility for the strategic issues of the Bank will be entrusted to its Board. In respect of the 
Bank, the Board may perform all acts necessary or useful for achieving the corporate purposes of the 
corporate entity, with the exception of those acts that are prohibited by law or the Articles explicitly. 
The Bank will also have a Shari’ah Board, which will monitor compliance with Shari’ah principles and 
confirm that products and services offered by the Bank are consistent with the principles of Islamic 

team.

Refer to Chapter 13 for further information on the organization and management of the Bank.

Board composition
The Board is to be elected by the general meeting of the Shareholders through secret ballot. The first 
Board will be elected by the CGM. The composition of the Board is intended to represent the interests 
of all Shareholders and will comply with applicable CBO, CMA and CCL requirements, including that:

means “a member of the board of directors who is not a whole time director (employee director) 

to notify the Board. A Board vacancy will exist from the date of any such notification or from the date 
the Board itself becomes aware of such a situation.  In such circumstances, the Board may appoint a 
temporary director.



Chairman and vice-chairman
The Board will elect a chairman and a deputy chairman from amongst its members.  The deputy 
chairman shall officiate as chairman when the latter is absent.  The chairman of the Board must 
implement the resolutions of the Board and must conduct the regular business of the Bank under the 
supervision and control of the Board in accordance with the authority specified in the Articles and the 
Bank’s internal regulations.

Functions and obligations of the Board

required for the management of the Bank, so as to achieve its objectives. The general authority of the 
Board is limited to the extent provided for in the CCL and the Articles. The Corporate Governance Code 
provides a more detailed outline of Board responsibilities, which includes: 

achieve its objectives, protect and safeguard the rights of its Shareholders

the objectives of the Bank and carry out its business activities in line with the objectives behind its 
establishment

responsibilities and the authorities of the executive management of the Bank

the regulatory requirements

approving authority and modes of tendering with appropriate limits

to the Bank’s objectives and ensuring compliance with the laws and regulations through proper 
internal control systems

business prior to the same being brought before the general meeting of the Bank

requirements

power

with supporting assumptions and qualification as necessary

The Bank will be bound by all acts performed by its Board, its chairman, managing director and all 
other executives (if any); to the extent they act in the name of the Bank and within the scope of 
their powers.
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Restrictions on the powers of the Board
The Board shall not perform the following acts unless expressly authorized to do so by the Articles or 
a resolution of a General Meeting:

amounts

ordinary course of the Bank’s business

sake of achieving the Bank’s objectives

Insider Trading

and Article 301 of the Executive Regulations from using information concerning the Banks business 
and affairs, to which they have access, in order to profit from dealing in the Bank’s securities. This 
restriction is exemplified in the “Insider Trading” regulations contained in the Executive Regulations, 
which:

information and includes directors, executive management and any person who may have obtained 
such information as a consequence of his employment or family relationships)

insiders in issued securities

Insider trading is punishable by fines and imprisonment under the CCL, the CML and the Executive 
Regulations. 

Related Party transactions
A member of the Board or other Related Party may not have any direct or indirect interest in the 
transactions or contracts concluded by the Bank for its account, except those transactions that are 
concluded in accordance with the requirements imposed by the CMA with respect to the rules for 
related party transactions set out in the Code of Corporate Governance. 

Liability of Directors
The members of the Board will be liable to the Bank, the Shareholders and third parties for the 
damages caused by their acts in violation of the law and their acts which fall beyond the scope of 
their powers or by any fraud or negligence in the performance of their duties or by their failure to act 
as prudent individuals under certain circumstances. 

adopted at the OGM, he may himself file the case on behalf of the Bank. If the case is successful, the 
Shareholder will be reimbursed the costs and expenses of the case out of the sums adjudged and the 
balance will be paid to the Bank. 
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of their actions taken while in office. The limitation period commences from the date of the act or 
omission forming the basis of the complaint; or the date of the General Meeting at which the Board 

which is the reason for the complaint. This limitation period does not apply to suits filed by the CMA.

Remuneration of the Board
The AGM shall determine the annual remuneration and sitting fees of the Chairman and the members 

and deducting the legal and optional reserves in accordance with Article 106 of the CCL and setting 

The maximum total remuneration paid to the Board shall be OMR 200,000, including a maximum 

profit to the extent that setting aside or distributing dividends to the Shareholders is not possible, 
remuneration and sitting fees is determined in accordance with the rules issued by the CMA pursuant 

the Board in such proportions and manner as they, by agreement, may determine, failing which the 
remuneration shall be divided equally among the Board. 

Internal regulations
In accordance with the provisions set out in Article 68 of the CCL, the Bank is required to lay down 
internal regulations for regulating the management of the Bank, its business and personnel affairs 
through its Board, within one year from the date of registration of the Bank on the Commercial 
Register. The Bank intends to put in place a number of the policies and regulations prescribed by 
the CMA and also formulate such additional policies and procedures that may be required in this 
context within the stipulated time period. These regulations shall include the Bank’s organisational 
structure, authorization limits, recruitment policy, remuneration policy, disclosure policy and policy 
for dealing with related party transactions. As part of these regulations, the Bank will look to fulfill 
its Omanisation requirements as stipulated by the MoM and other regulatory authorities as applicable 
from time to time. 
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Chapter 15

Current status of the Bank

The Promoters have been focused on equipping the Bank to commence commercial operations in the 
shortest practicable timeframe.  In doing so, the Promoters have sought to balance timely commercial 
commencement with ensuring that the Bank’s critical infrastructure, systems and processes are 
established to the highest standard. This is necessary to ensure scalable, efficient and profitable 
operations. Following the IPO of the Bank and the announcement of the regulations for Islamic 
Banking by the CBO, the Bank intends to approach the CBO for final approvals to launch commercial 
operations.

Promoters’ Committee

Husseiny and Mr. Mohamed Ghanem as its members for the purposes of co-ordinating, handling and 
managing all matters pertaining to the project. Profiles of the members of the Promoters’ Committee 
are outlined below. 

This senior level committee has been formed to direct the efficient co-ordination, handling and 
management of all matters pertaining to the establishment of the Bank and the IPO.  It also framed 
the initial business strategy of the Bank, which is directed to the provision of comprehensive Islamic 
Banking services to corporate and retail customers.  

Yeshwant Desai

financial sector. 

instrumental in setting up Industrial Bank of Oman and Bank Sohar. He has also been actively advising 
leading private investors and institutions in GCC.  

Mohammed Badawy Al-Husseiny
Mr. Al-Husseiny is the CEO of aabar Investments PJS and has been with the company since its 
establishment. aabar enjoys an international mandate and has built a diverse investment portfolio 
spanning financial services and the aerospace, automotive and real-estate sectors. As aabar’s CEO, Mr. 

Malaysia’s RHB Capital, Banco Santander in Brazil and the acquisition of Falcon Private Bank (formerly 
AIG’s private bank in Switzerland). 
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Prior to joining aabar, Mr. Al-Husseiny held various other senior management positions including CFO 

Petroleum Group, where he headed the finance team for more than six years. He was also Senior 
Manager of Houston-based Humphrey & Associates for over 7 years.

Mr. Al-Husseiny is a member of the American Institute of Certified Public Accounts, holds a Bachelor of 

by the State of Texas.

Mohamed Ghanem
Mr. Ghanem is the Acting CEO of First Energy Bank and has more than 11 years of experience in 
the regional financing market and global energy issues. As the Acting CEO of First Energy Bank, Mr. 
Ghanem is responsible for the overall management and long-term development of the bank.  Mr. 
Ghanem oversees critical areas of the First Energy Bank including investments, treasury and risk 
management.

Prior to joining First Energy Bank, Mr. Ghanem worked at Arab Banking Corporation (BSC) as part of 
the North African business development team in the global project and structured finance division 
where he was responsible for the development and origination of advisory assignments in the oil, 
natural gas and power segments. 

in the energy and metals sectors as a Senior Trader specializing in oil futures and options.

Licences and approvals

The following critical licences and approvals have been obtained:

It is anticipated that the CBO will issue the Bank a final Islamic Banking licence within a period of 

Operational readiness actions

Background
The Feasibility Report as prepared by the Feasibility Adviser provides a strong platform for planning for 
the successful launch of the Bank’s operations.  This planning has also benefited from the Promoters’ 
considerable investment and operational expertise in financial services. 

a leading European commercial bank, RHB Capital Berhad, one of Malaysia’s largest commercial banks 
and also owns Falcon Private Bank, a leading Swiss-based private bank.



70

First Energy Bank has developed a successful track record in commercial Islamic investment banking 
in the MENA region. Based in Bahrain, First Energy Bank is focused on investment in diverse energy 
sectors.

Shari’ah Board and senior management appointments
As outlined in Chapter 13, a COO with considerable GCC experience in commercial bank start-up and 
Islamic Banking activities has been appointed (subject to Shareholder approval at the CGM).  Since his 

Committee for the timely commencement of commercial operations.

Please refer to Section 13, which also outlines the considerable progress made toward appointment 
of the Bank’s Shari’ah Board, CEO and key operational positions including the chief financial officer 
and heads of HR and IT. High quality appointments in these areas are expected to be made soon after 

Consulting services for operational launch
In August 2012, the Bank called for proposals from leading professional services firms to support the 
processes and activities required to launch alizz islamic bank. It is expected that the preferred provider 

to finalise:

In addition, initial discussions have been held with leading core banking system providers. An 
appointment of a partner for this important aspect of the Bank’s operations is expected to be made 

Identification of headquarters and branch premises
The Bank has identified high quality commercial space in a key financial services district of Muscat 
and it is intended that a memorandum of understanding will be entered into, between the Promoters’ 
Committee and the owner of the premises, with respect to leasing of these premises by the Bank. This 
is intended to accommodate the Bank’s headquarters and first branch. It is expected that a registered 
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Marketing and communications public relations
The Marketing Adviser has been appointed by the Promoters to provide marketing and communication 
services to the Bank in connection with establishment of the business and the IPO. The Marketing 
Adviser has extensive experience with financial services clients and has worked on many successful 
IPO processes in Oman.  

In July 2012, the Bank launched its brand identity and launched its website (www.alizzislamic.com).  
This commenced a period of brand marketing in Oman that has communicated the premise for the 
Bank’s establishment and its values as an Islamic financial institution.
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Chapter 16

Projected financial statements

Please refer to Annexure 1 of this Prospectus
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Chapter 17

Projected dividend policy 

The Bank intends to adopt and maintain a dividend policy that is consistent with optimising Shareholder 
value, maintaining mandatory CAR, safeguarding the ongoing capital requirements of the Bank, and 
observing the requirements of the CBO and other relevant regulatory bodies with regards to capital 
adequacy.

A decision to recommend dividends to Shareholders and the amount of such dividends will be at the 
discretion of the Board and is subject to the Articles, any applicable laws and the approval of the CBO 
as set out in the CBO circular 976 dated September 2004 and any amendments thereto.

CBO Circular 976 provides that the CBO will not grant an approval to declare dividends if:

A recommendation to pay dividends may be influenced by the Bank’s financial performance, working 
capital or capital expenditure requirements and general market conditions including regulatory 
considerations. The amount of any dividends paid may vary from year to year and there cannot be any 
guarantee that dividends will be paid in any given year.



74

Chapter 18

Constituent expenses

The constituent expenses of the Bank are those expenses that are expected to have been incurred 
prior to its incorporation. These are shown in the table below:

Expenditure OMR

Salaries 246,000

Rentals (head office) 16,000

Other expenses 138,000

Total 400,000

As outlined in Chapter 4, the IPO is expected to raise a total of OMR 800,000 as Issue Expenses. 
In addition the Promoters will pay the Promoters’ share of Issue Expenses of OMR 1,200,000. This 
means the Bank is expected to raise OMR 2,000,000 for the settlement of Issue Expenses. After 
the settlement of all expected Issue Expenses, this is anticipated to yield a surplus of OMR 300,000 
which could, in part, be utilised to fund the Bank’s constituent expenses.

After the IPO, the Promoters will determine the actual constituent expenses. These may vary from the 
estimates above. These constituent expenses will be submitted for Shareholder approval at the CGM 
in accordance with the CCL.

The CGM may ratify all or some of the procedures and commitments referred to above. Nevertheless, 
the Promoters shall be severally and jointly liable for the expenditures incurred and any obligations 



Chapter 19

Capitalisation

The table below sets forth the anticipated capitalisation of the Bank following the IPO to reflect: 
(i) the subscription by the Promoters for 60% of the Share Capital, and (ii) the subscription by the 
Applicants for the Offer Shares (i.e. 40% of the Share Capital).

Capitalisation of the Bank post-IPO* OMR

Shares issued and subscribed by the Promoters 
at par value of Bzs 100 per Share for a total of 
600,000,000 Shares 

60,000,000

Shares subscribed by Applicants through this IPO 
at par value of Bzs 100 per Share for a total of 
400,000,000 Shares

40,000,000

Total Capitalisation 100,000,000

* Based on the assumption that the Offer Shares are fully subscribed for.

The capitalisation of the Bank has been conceived keeping in mind the minimum requirement set 
by the CBO, the expected deployment of capital in the early years of operation of the Bank and the 
strength of the Promoters to capitalise the bank should additional capital be required.

The Promoters anticipate that the initial capitalisation of the Bank is appropriate to support the Bank’s 
near term development and growth. It is anticipated that the Board will assess future capital needs in 
line with financial performance and prudential and regulatory requirements.
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Chapter 20

Risk factors and mitigants

An investment in the Offer may be subject to a number of risks. Before deciding whether to invest in 
the Offer, prospective Applicants should carefully consider and evaluate the risks inherent in the Bank’s 
proposed business, including the risks described below, together with all other information contained 
in the Prospectus. Such risks could have an adverse effect on the Bank’s proposed business, results of 
operations, prospects, forecasted financial condition and the value of the Shares. A Shareholder could 
lose all or part of the investment. 

The following risk factors are not comprehensive as additional unforeseen risks and uncertainties or 
risks currently believed to be less significant may also have an impact on the Bank and its proposed 
operations and forecasted financial condition. If any of these risks or uncertainties develop into an 
actual event, the Bank’s proposed operations and actual results could differ from the forecasted 
financial projections contained in the Prospectus.

The Bank intends to undertake steps and/or measures  to mitigate the risks referred to below (except 
for such risks  that may be caused by factors that are beyond the Bank’s control, including, in particular, 
factors of political and economic nature). Nevertheless, prospective Applicants should carefully read 
the risks described below and seek advice from professional advisers, keeping in mind whether an 
investment in the Offer is suitable for them in light of the information in the Prospectus and their 
personal circumstances.

New bank with no operating history

track record. The forecasts, prospects and projections included in the Prospectus should be considered 
in light of the risks associated with companies in general, and banks in particular, in their early 
stages of growth. The Bank is in the beginning stage of hiring management and employees (with the 
exception of its COO), developing and institutionalizing its policies and procedures, and implementing 
and integrating its IT systems. The Bank is in its formative stages and has not yet finalized or rolled 
out its suite of Islamic Banking products. In addition, its internal processes have not been finalized 
or tested with the volumes of transactions that the Bank would expect after it is operational. It is 
difficult to evaluate the Bank’s business prospects because of its lack of operating history. Hence, its 
operating history is not indicative of its future results of operations or financial condition.

The Bank anticipates that its senior management team would consist of professionals with experience 
from top-tier financial institutions. The Bank intends to seek suitably qualified candidates with 
industry experience for its junior management and staff positions. Employing experienced and suitably 
qualified professionals should serve to mitigate the functional risk associated with businesses in their 
early stages of formation.

Regulatory environment
Prior to launching its banking operations, the Bank must satisfy the regulatory and licensing 
requirements of the CBO. The award of a banking license is pending the completion of the IPO and 
the incorporation of the Bank. In the event of a banking licence not being awarded or delayed, the 
Bank would not be in a position to commence operations. In such event no revenues can be generated 
and the financial performance of the Bank would be impacted significantly.
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At present, the CBO has issued its initial approval for establishment of the Bank pursuant to its letter 

various requirements of the CBO. 

circular, setting out only an outline of its policies for Islamic Banking in Oman. However, as of date, 
the CBO has not issued the complete rules and regulations for Islamic Banking. The absence of a clear 
regulatory regime governing the provision of Islamic Banking services exposes the Bank to uncertainty 
with respect to its regulatory obligations. In addition, the Bank is exposed to operational risks such as 
the possible rejection or delays in the approval of any proposed Islamic Banking products. This may 
affect the Bank’s forecasted financial performance. 

The operational plan for the Bank envisages optimal use of the time until award of licence and 
announcement of Islamic Banking regulations in Oman to achieve readiness to commence operations 
as soon as practicable and towards meeting the various requirements of the CBO. It is likely that the 
CBO would, in due course, implement detailed rules and regulations in order to regulate and steer 
Islamic Banking in Oman. The Bank is committed to adhering to the highest standards of compliance. It 
intends to establish an internal legal and compliance department that would take primary responsibility 
for compliance with the CBO regulations and would seek external legal advice as required. In addition, 
the management of the Bank plans on diligently and regularly reviewing Islamic Banking regulations 
in order to fulfill its legal and regulatory obligations. 

Long interval between the allotment date and listing of the Shares on the MSM 
As the Bank is under formation, it is required to fulfill a number of statutory and regulatory formalities 
before the Shares can be listed for trading on the MSM. In particular, the Promoters are obliged, by 
the CCL, to procure that a CGM is convened and held in order to approve the incorporation process 
and to appoint the first board of directors of the Bank. Thereafter, the Board will need to complete 
the incorporation of the Bank by procuring its registration on the Commercial Register, which is a pre-
condition to the filing of an application to the MSM for listing of the Shares for trading on the MSM.  

In the interval between allotment of the Shares and listing on the MSM, investors will not be able to 
sell Shares that have been allotted to them in the IPO. While it is currently anticipated that listing will 

for Shares after allotment and until availability for sale can be longer than what may be expected by 
Applicants and any returns from disposal of shares will be delayed.

The Promoters are well prepared and intend to co-ordinate and manage the process with the various 

regard the small size and composition of the Promoter group as an important advantage to build 
upon, so as to minimize the interval between allotment and listing by as much as can be practicably 
achieved. 
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Liquidity risk
Liquidity risk may arise from two main sources: the Bank may have difficulty in obtaining Shari’ah 
based financing or may struggle to liquidate its assets. This may impact the Bank’s liquidity position 
and reduce its ability to meet its liabilities as they become due. This, in turn, could threaten its day-
to-day operations. To mitigate its liquidity risk, the Bank intends to take the following steps:

Appointment of liquidity providers: The Bank would look to assess the credit rating and credibility 
of liquidity providers prior to engaging with them

Identification: The management of the Bank would produce regular reports on the composition, 
characteristics and diversification of the Bank’s funding sources

Funding strategy: The ALCO of the Bank will monitor and highlight any projected liquidity shortfalls 

Islamic Banking in Oman to be issued by the CBO, inter-bank Mudarabah, Musharaka, and Wakala 
could be used for managing liquidity in the normal course of business. The Bank could also receive 
money from other conventional banks as long as the underlying contract is Shari’ah compliant 
according to the regulations to be issued by the CBO

Liquidity gap limits: 
liability tenor mismatch that the Bank can carry on its books

Adequate reserves: The Bank intends to maintain adequate balances of cash, cash equivalents 
and readily marketable Islamic securities in line with the specifications laid out by the ALCO of the 
Bank. This would offer a buffer against unanticipated funding requirements and ensure smooth 
functioning of the Bank’s operations

Operational risk
The Bank may be subject to operational risk arising due to unexpected losses because of processing 
errors, breaches in internal controls, inadequate information systems, fraud, human error or unforeseen 
catastrophes. Such losses could adversely impact the Bank’s reputation and lead to legal and regulatory 
complications. Islamic Banks tend to be subject to greater operational risk than conventional banks 
given the requirement for compliance with both generic commercial laws and Shari’ah regulations 
they are subject to, which give rise to additional fiduciary risk and risk of non-compliance.

To mitigate the operational risk faced by the Bank, an operational risk framework would be drafted 
and implemented to manage operational risk effectively by focusing on internal controls, policies 
and procedures. Policy and procedure manuals would be issued to ensure that sufficient guidance 
is available to staff in all operations of the Bank. The Bank will also instill well-resourced internal 
controls, including the establishment of a Shari’ah compliance unit, to mitigate the specific risk 
of non-compliance with Shari’ah rules and regulations. The Bank’s business lines would be closely 
monitored to ensure compliance with such internal policies. In addition, regular training sessions would 
be conducted to explain the internal policies to all employees.

Market risk
Market risk refers to the risk of loss arising from movements in market prices. The Bank may be 
exposed to market risk, especially in relation to contracts based on Murabaha, Ijara and Istisna’a. 
Market risk comprises of investment risk, foreign exchange risk and market value risk, each separately 
discussed below.
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Investment risk
Investment risk is the risk of loss due to a decrease in the market value of a marketable investment, 
or the capital erosion of the Bank’s investment in a business entity (in case of direct investments). 

The Bank intends to introduce an appropriate framework for investment risk management for all types 
of assets held, or that are in the process of being acquired. This is of particular importance for such 
assets that do not have a ready market and assets which are exposed to high price volatility (such as 
listed Shari’ah compliant equities). 

In addition, the CBO limits the investments contemplated by conventional banks under its jurisdiction 
as follows:

7; and

Hence, the Bank’s overall risks and exposure would, to some extent, be limited by the regulatory 
framework to which it will be subject to, assuming that Islamic Banks will be subject to the same 
regulations set out above in relation to conventional banks.

The Bank intends to diversify its investments in terms of geographical concentration, to the extent 
permitted by the CBO, and industry concentration thereby limiting its overall investment risk. It also 
plans to conduct periodic valuations to prevent unexpected losses arising from the depreciation in the 
fair value of its investments. Further, the Bank will closely monitor its investments and liquidate them 
at opportune times to maximise profitability and meet its cash flow needs, which should also assist 
in mitigating market risk.

Foreign exchange risk
Foreign exchange risk may arise through investments made in foreign countries or dominated in 
foreign countries, treasury operations in foreign currencies, and foreign exchange trading operations. 
In any of these cases, adverse movements in foreign exchange rates may affect the profitability of the 
transactions entered into by the Bank. 

The Bank intends to manage its foreign exchange risk exposure by setting internal limits related to 
foreign exchange transactions and monitoring positions regularly to ensure that they are maintained 
within the established limits. Such limits will be detailed in the Bank’s risk management framework. 
The Bank also intends to limit the number of currencies that it deals with, which will act as a natural 
hedge against foreign exchange risk. Finally, the Bank plans to hedge its foreign currency positions by 
entering into Islamic forward contracts to ‘lock in’ rates.

The Bank intends to maintain its accounts and report its results in OMR as required by the CBO. The 

7 This limit does not apply in the case of treasury bills, Government bonds and securities guaranteed by the Government, 

which have been publicly issued.
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risk is macroeconomic in nature and would impact the Bank as well as the economy as a whole. 
However, the Bank could seek to mitigate its exposure by entering into forward forex contracts with 
third party financial institutions.

Market value risk
The Bank may be subject to market value risk that relates to a decrease in the Bank’s open market 
value in the event of a variation in market reference rates. Such market reference rates include the 
relative valuation ratios typically adopted by financial analysts to evaluate the relative performance 
of listed companies and the sectors in which they operate. The net present value of the Bank could 
be affected by movements in such reference rates, which could negatively impact the Bank’s open 
market value on listed exchanges.

The Bank intends to formulate a strategy to forecast and assess its sources of market value risk on a 
periodic basis. The strategy would involve the classification of the Bank’s assets and liabilities according 
to their sensitivity to market value risk and their maturity periods to determine its overall market value 
risk exposure. The Bank would also develop, implement and monitor gap limits to manage its market 
value risk exposure to changing profitability. 

Such actions should assist the Bank in identifying market value risk on a regular basis and would allow 
the Bank to adopt corrective action when risk is identified. Profit rate swaps, as determined by general 
Shari’ah guidelines, would also be used to mitigate profit rate risk. 

Credit risk 
The Bank may face credit risk in two main types of transactions. First, credit risk may arise when a 
counterparty to a transaction defaults or fails to honor its financial obligations as they fall due. Credit 
risk may involve an involuntary default when a counterparty does not possess the financial means to 
pay it obligations, or a strategic default when a counterparty has the ability to repay but deliberately 
defaults. 

The Bank intends to develop a credit risk policy framework, in accordance with the guidelines on risk 

out the guidelines for establishing risk management structure of a bank licensed to operate in Oman. 
The risk management structures of the Bank would include limits on the number of counterparties 
the Bank would enter into transactions with in order to limit default exposure. These limits will be 
set in accordance with the provisions of Circular BM 1024 issued by the CBO on 22 September 
2007, which imposes limitations on lending and exposure to related parties. The Bank also intends 
to maintain sufficient loan loss reserves to deal with any exposure to losses as a result of defaults. 
The Bank plans to require the use of collaterals in any risky loan transactions to safeguard against 
credit loss. Appropriate due diligence and legal documentation would also be adopted by the Bank to 
mitigate credit risk. 

Second, a disruption in the cash flows arising from securitised transactions may lead to credit risk for 
the Bank. Such type of credit risk originates from individual debtors in a pool of securitised assets as 
well as other parties involved in the securitised transaction who may fail to meet their contractual 
payment obligations in full or on time. A large number of additional payment flows are also subject to 
credit risk, including income distributions to investors, fees from special purpose vehicles to and from 
the Bank, and debt servicing payments to the Bank.
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Because all the securitisation of underlying assets into Sukuks would be done by the Bank against 
assets that the Bank would have financed itself, credit risk will have already been analysed and 
measured by the Bank, which should assist in mitigating such risk. Furthermore, once the assets are 
securitised, the ownership will be transferred to the Sukuk holders via a true sale through special 
purpose vehicles, making the Sukuk holders the ones ultimately exposed to the risks and rewards 
associated with such asset ownership.

Demographic reach risk
The roll out of the Bank’s corporate banking and retail banking businesses to different demographic 
areas, to a large extent, is dependent on the building of its branch network. The opening of branches 
would be subject to delays and risks associated with obtaining real estate and fitting out of the premises. 
Branch sites would be selected through demographic research and the examining of financing, deposit 
and investment trends in each market. 

Nowadays, a greater number of customers are turning to cash machines and other electronic delivery 
systems. While the traditional banking system relies on branches, changing technology and customer 
preferences may dictate the need for alternative delivery systems. The ability of the Bank to roll 
out appropriate delivery systems would be vital in establishing its franchise and ability to win over 

appropriate technology could have a negative impact on its business and profitability.

Transaction risk
A key risk for the Bank is that it may not be able to source a sufficient number of, or appropriate 
quality, projects and deals to enable it to securitise assets and issue Sukuks. While it is assumed that 
there are numerous opportunities in the Omani banking market, the Bank’s ability to gain access to 
such opportunities and deals is not guaranteed. The Bank would aim to minimise this risk by sourcing 
deals by:

evaluating deals

A key element of the start-up process is the intent of the Promoters to source and hire professionals 
for the Bank with experience in the institutional banking sector and with a proven track record in 
Islamic Banking. Hiring such individuals should assist in mitigating the Bank’s exposure to transaction 
risk. However, there is no assurance that such individuals will be hired, or, if hired, that they will be 
able to mitigate this risk if it arises.

Placement risk
Because the Bank will be newly formed, it will not have a ready investor base. The Bank also faces the 
risk that its investor base may not have an appetite for Sukuk issues and other investment instruments 
offered by it.  The Bank’s Promoters, management team, and institutional relationships could be highly 
instrumental in the placement function of the Bank, and any risks arising from placement would be 
handled by the mix of relationships accessible to the Bank. 
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Level of NPLs 
The Bank intends to formulate its risk management policies and procedures in accordance with industry 
best practices. However, the Bank does not currently have sufficient information or experience to 
validate its risk management policies and procedures with respect to its actual loan portfolio and its 
customers. 

While the Bank intends to employ risk management personnel and put in place adequate risk 
management systems and procedures, it does not yet have any experience in managing non-
performing assets as an institution. The Bank’s business and future financial performance will be 
dependent on the successful implementation of suitable risk management policies and procedures and 
their ability to control the level of NPLs.

Limit on capital
The Share Capital of the Bank will be OMR 100,000,000 post completion of the Offer. As a new 
bank, the Bank may need to raise additional Tier I and Tier II capital to achieve future growth, but this 
may not be done at appropriate times and on appropriate terms. The Bank’s potential inability to raise 
capital could limit its growth prospects and adversely impact its business and financial performance.

Capital adequacy requirements and risk management
The Bank will be subject to capital adequacy requirements imposed by the CBO that will require it 
to maintain a minimum ratio of total capital to risk adjusted assets (capital adequacy ratio). The CBO 
currently requires all banks under its jurisdiction to maintain a minimum capital adequacy ratio of 
12%. 

The Bank’s failure to maintain this ratio may result in administrative actions or sanctions against it by 
the CBO. This may have a detrimental effect on the Bank’s business and reputation. The Bank intends 
to monitor and mitigate this risk by putting in place appropriate risk management policies and controls. 
A failure to comply with these policies or controls could have a material adverse effect on the Bank’s 
business or results of operations.

Availability of funding and increases in funding costs 
The Bank’s sources of funding (other than its Share Capital) in the near future will primarily consist 
of inter-bank borrowings from other Islamic Banks and Islamic Windows of conventional banks 
(depending on whether CBO regulations will permit such inter-bank borrowings), certificates of 
deposits, and customer deposits. Failure to maintain these sources of funding (until required) or to 
replace them with fresh borrowings or deposits could have an adverse effect on the Bank’s business 
and financial performance.

The cost of funds obtained is sensitive to profit rate fluctuations, which exposes the Bank to the risk of 
reduction in spreads, which is the difference between the returns it earns on its products and services, 
and the amounts that it must pay to fund them on account of changing profit rates. In addition, the 
Bank’s ability to attract customer deposits will be dependent on the competitive landscape of the 
banking market in Oman. The rates that the Bank is required to pay to attract deposits are determined 
by numerous factors like market profit rates, monetary policy and inflation. If the spreads decrease, 
the financial performance of the Bank may be adversely affected. 
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Risk of departure of key employees
A critical success factor for the Bank will lie in its ability to recruit and retain staff that is well versed in 
Islamic Banking. Competition for such personnel can be intense in the Islamic Banking industry due to 
the relative scarcity of experienced and qualified professionals. Such competition is likely to intensify 
with the expected entry of new players into the Islamic Banking market in Oman and, more generally, 
with the growth of the Islamic finance industry. The Bank intends to carefully consider the level or 
remuneration paid to its employees in order to balance the need for capable and qualified staff with 
the Bank’s drive for profitability.

To mitigate this risk factor, the Bank intends to take the following steps:

professionals based on leading practices in the global banking industry. It will also conduct extensive 
training to provide its staff with in-depth knowledge of Islamic and conventional finance

interests thereby encouraging quality of service and performance

attempt to mitigate the effect of their potential departure

Employee misconduct or errors could harm the Bank 
Employee misconduct could subject the Bank to financial losses or regulatory sanctions and harm its 
reputation. It is not always possible to deter employee misconduct, and the precautions the Bank may 
take to prevent and detect it may not be effective in all cases. Misconduct by its employees could 
include employees hiding improper or unauthorised activities on behalf of customers, or improper 
use of confidential information or funds. Employee errors in recording or executing transactions for 
customers could cause the Bank to enter into transactions that customers may disclaim and refuse to 
settle. 

The Bank intends to, in a timely and cost effective manner and in compliance with the principles 
of Shari’ah, obtain insurance coverage to insure itself against loss or damage sustained by it or third 
parties arising out of the failure by the Bank’s employees to comply with laws or regulations applicable 

Any changes to applicable law or regulation, the interpretation or enforcement of such law or 
regulation, or the failure to comply with such law or regulation could have a material adverse effect 
on the Bank
The Bank will be subject to a number of regulations designed to maintain the safety and soundness 
of the banking industry, to ensure its compliance with economic and other obligations, and to limit 
its exposure to risk. These regulations may limit the Bank’s activities and changes in these regulations 
may increase its cost of doing business. In addition, a breach of regulatory guidelines could expose 
the Bank to potential liabilities and sanctions. Going forward, changes in these laws and regulations, 
and the manner in which they are interpreted or enforced, may have a material adverse effect on the 
Bank’s business, results of operations and financial condition.
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Legal risks
Legal risks could arise in the documentation process of a particular financial instrument as it involves 
the drafting of complex legal contracts. The originator has to resolve a number of legal issues in order 
to reflect the desired legal treatment of the instrument. Such issues might include the enforceability 
of its claims, the order of execution of documents, and the structuring of the transaction. Other legal 
issues may arise with respect to banking privacy, data protection, Shari’ah compliance, as well as 
disclosure and auditing requirements.

Risk mitigation tools for this risk are the availability of information, transparency of processes 
and resolution of any issues in the early stages of a transaction. The Bank’s legal and compliance 
department, the use of external counsel (particularly in specific transactions), and reliance on tested 
legal practice would serve to mitigate legal risk.

Product acceptance risk
The range of Islamic Banking products and services that the Bank can offer will be limited to the Islamic 
Banking products and services approved by the CBO under its Islamic Banking framework and those 
approved by the Shari’ah Board of the Bank. The limitation of the products and services that may be 
offered could lead to product acceptance risk. Such risk, however, may be mitigated by the fact that 
increasing demand for Islamic Banking services is leading to the development of innovative products 
and services by industry players  in response to customers’ requirements. This could eventually lead to 
an extensive product range offered by the Bank and other Islamic financial institutions. 

The banking industry is competitive and the ability of banks to grow depends on their ability to 
compete effectively
The Bank will face competition from other Islamic banks, the Islamic Windows of the local and foreign 
commercial banks, and conventional banks. Many of the Bank’s competitors, which are conventional 
banks, are large institutions, which have much larger customer and deposit bases, larger branch 
networks and more capital than the Bank. Some of the Bank’s competitors may be more flexible 
and better positioned to take advantage of market opportunities. In addition, the Bank will face 
competition from the other Islamic Bank that has been granted a license by the CBO. The Bank’s 
future success will depend, in large part, on its ability to respond in an effective and timely manner 
to such competitive pressures.

In order to stay competitive in the market, the Bank will focus on offering a series of service and 
value propositions tailored specifically for each target market segment, through technology, channels, 
trained personnel and brand building. A combination of these actions is expected to result in a distinct 
competitive positioning for the Bank and the Bank’s products and services.

The growth of the Islamic Banking industry and the Bank may be constrained by the failure of 
secondary liquidity markets to develop at a fast enough pace
Liquidity has historically been a critical issue for banks which operate under Shari’ah principles and 
there has only been a small secondary market to enable such institutions to manage their liquidity. 
This risk has been mitigated, to some extent, by the increased openness of central banks towards 
new Islamic financial products. Assets of such Islamic Banks are generally not as tradable in the 
secondary market as the assets of conventional banks. In addition, the inter-bank market for Islamic 
Banks is smaller than that for conventional banks, and Islamic Banks have been less able to invest in 



fixed income instruments for the purpose of managing treasury operations. Hence, liquidity remains 
a challenge for Islamic Banks and threatens the growth of the Islamic Banking industry overall and of 
the Bank.

Rapid technological changes may increase competition and may render technologies, products or 
services to be offered by the Bank obsolete at a fast pace
Rapid technological development is impacting the quality of banking services offered in both the 
conventional and the Islamic Banking industries. As a result, the Bank may face increasing competition 
from new and existing competitors who adopt new technologies, services and products currently being 
developed. The development and regulatory acceptance of new technologies involves substantial time, 
cost and risks. The Bank cannot accurately predict how emerging and future technological changes 
will affect its operations or the competitiveness of its products and services. However, because the 
Bank is in the process of being set up, it should have access to the latest technologies and services 
offered.

A slowdown in economic growth in Oman could cause the Bank’s business to suffer

1.1% in 2009 and 4.1% in 20108. Any slowdown in the growth of the Omani economy or volatility 

for Oman), could adversely impact the Bank’s customers and contractual counterparties. Because of 
the expected reliance on the Bank’s commercial banking operations, any deterioration in the major 
industrial sectors could adversely impact the Bank’s business, including the Bank’s ability to grow its 
asset portfolio, the quality of its assets, its financial performance, its ability to implement its strategy 
and its Share price.

Financial difficulty and problems in other banks could adversely affect the Bank’s business and the 
price of its Shares
As one of the latest entrants in the banking sector in Oman, the Bank is exposed to the risks of the 
Omani financial system including the underperformance of other Banks operating in Oman. This is due 
to the inherent interdependency of banks operating in the same market given their credit, trading, 
clearing and other relationships.

This risk, which is sometimes referred to as ‘systemic risk’, may adversely affect financial intermediaries, 
such as banks, securities firms and exchanges with which the Bank interacts on a regular basis. 
Any such difficulties or instability of the financial system in general could create an adverse market 
perception about Omani banks and adversely affect the Bank’s business, future financial performance, 
and Share price.

As the Omani financial system operates within an emerging market, it faces risks not typically faced 
by banks operating in larger, more developed economies, including the risk of deposit runs. Any failure 
to control such situations in the future could result in high volumes of deposit withdrawals that could 
adversely impact the Bank’s liquidity position.

8   Source: Institute of International Finance
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Immediately following the completion of the IPO, the Promoters will own 60% of the Bank’s 
Shares and would have a significant influence on the outcome of shareholder voting
After completion of the IPO, the Promoters will own 60% of the Share Capital.  Consequently, the 
Promoters will continue to be in a position to exercise control over the Bank and will have the ability 
to elect and remove a majority of the Board. Therefore, the Promoters will be able to influence the 
outcome of proposals for corporate action requiring approval of the Board or Shareholders, such as 
determining lending and investment policies, revenue budgets, capital expenditures, dividend policy, 
acquisitions, mergers, dispositions, transactions with affiliated entities, and the assertion of claims. 
While the Promoters may collectively hold 60% of the Bank’s outstanding Shares, the Promoters are 
committed to exercising their voting right at all Shareholders’ meetings in the best interest of the Bank 
in accordance with the law and Shari’ah principles.

Absence of prior trading market; potential volatility of stock price
Following the IPO and the incorporation of the Bank, the Bank will apply to list its Shares on the MSM. 
The Shares will not be listed on the MSM until completion of the CGM and the incorporation. Prior to 
the IPO, there is no public market for the Shares and there can be no assurance that an active trading 
market for the Shares will develop or, if developed, that such market would be maintained after listing. 
If an active trading market is not developed or maintained, the liquidity and trading price of the Shares 
could be adversely affected.

Applicants in the Offer may not be able to resell their Shares at or above the Offer Price due to a 
number of factors, including variations between actual and anticipated operating results, changes in or 
failure to meet earnings estimates of securities analysts, market conditions in the industry, regulatory 
actions and general economic conditions. Sharp market fluctuations may adversely affect the trading 
price of the Shares on the MSM irrespective of the actual operating performance of the Bank.

Additionally, several factors can affect the prices of traded securities and their volatility. These factors 
include, but are not limited to:

Regional political outlook and oil price fluctuations
The political situation in the MENA region is impacted by regional conflicts that may cause, in certain 
instances, market instability and, consequently, outflows of capital or investment. These factors may 
adversely affect the overall business of the Bank. However, Oman has not experienced any hostilities 
with its neighboring countries in recent times.

The GCC markets, including Oman, are heavily dependent on the export of oil, gas and their derivatives 
to Europe, Asia and North America. The current level of oil prices may not be sustainable in the near 
to mid-term future, as it is affected by global market conditions, including interest rates, stagnation, 
inflation, and fiscal and other policies that govern the economies of the ‘consuming’ markets. 

Therefore, the Bank may be exposed to macroeconomic shocks which are beyond its control. Should 
one or more of these risks or uncertainties materialize, or should underlying assumptions prove 
incorrect, actual results may vary materially from those described in the Prospectus as anticipated, 
believed, estimated, expected, intended, planned or projected.
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Risks relating to the political, economic and social environment of the country in which the Bank 
operates
The market in which the Bank is seeking to operate in is an emerging market and, hence, is subject to 
greater risks than more developed markets. This is because developed markets typically benefit from 
greater stability and more settled business practices. Emerging market risks include political, social and 
economic risks of varying degrees – all or any one of which can have a material adverse effect on the 
business of the Bank.

Some examples of emerging market risk which may have a material adverse impact on the Bank’s 
business, operating results, cash flows and financial condition, include:

Further, any unexpected changes in the political, social, economic or other conditions in the jurisdictions 
of neighboring countries may have a material adverse effect on the Bank’s business, financial condition 
and the results of the Bank’s operations.

Shari’ah specific risks
The Islamic financial model works on the basis of risk sharing. The customer and the Islamic bank 
share the risk of any investment on agreed terms, and divide profits between themselves.

The Bank will be subject to risks arising from the adoption of an Islamic financing model. One 
such risk arises from the fact that market practices in respect of the same type of contracts vary 
from jurisdiction to jurisdiction. Risk also arises from the consequences of the Bank failing (or being 
perceived to fail) to comply with Shari’ah rules.

There is a diversity of opinion as to whether particular practices or products are Shari’ah compliant 
because some products and services may be approved as being Shari’ah compliant by some Shari’ah 

in financial reporting, auditing and accounting treatments by Islamic Banks. Islamic Banks and 
financial institutions are exposed to the risk of non-compliance with the Shari’ah rules and principles 
determined by the Shari’ah Board or the relevant body in the jurisdiction. If the Bank complies with 
one opinion over another, and it subsequently transpires that the other opinion which has not been 
followed by the Bank is accepted by the industry as being correct, then there is a risk that the Bank 
would not be Shari’ah compliant so far as that opinion is concerned and would therefore be exposed 
to reputational risk. 

The trust relationship between the Bank and each investor and customer is such that the Bank would 
look to respect the desires of the customer and to be fully compliant with Shari’ah regulations. 
Shari’ah compliance depends on the existence of that trust relationship. If the trust relationship is 
broken at any time, there is a risk that Shari’ah compliance of the Bank may be prejudiced.

Failure to obtain approval from the Shari’ah Board prior to the launch of Islamic Banking products by 
the Bank could mean that such products are not Shari’ah compliant. Further, Shari’ah compliance is 
an ongoing process, in consequence of which products and services that are offered by the Bank will 
need to be monitored. If the Bank does not maintain the Shari’ah Board’s approval on an ongoing 



88

basis, then there is a risk that its products may no longer be deemed to be Shari’ah compliant. The 
Bank intends to adopt rules and procedures to ensure that products offered to customers and investors 
are periodically reviewed and approved by the Shari’ah Board.  

While it is intended that the Bank’s operations will be conducted in a Shari’ah compliant manner, the 
Bank will be also subject to laws, regulations and legal actions of a non-Shari’ah nature. Hence, in the 
event that rules and regulations require the adoption of non-Shari’ah compliant policies by the Bank, 
or should non-Shari’ah courts require the fulfillment of non-Shari’ah compliant policies by the Bank 
following legal proceedings, the Bank would be forced to be non-compliant with Shari’ah principles. 
This could negatively impact the Bank’s reputation, business model and results of operations.

Given the various risks the Bank could face in complying with Shari’ah rules and its lack of experience 
in compliance with Shari’ah rules, the Bank intends to establish a Shari’ah compliance unit, which 
would liaise between business representatives and the Shari’ah Board to ensure compliance with 
Shari’ah rules after consultation with Shari’ah scholars. Scholars with strong credibility and proven 
track record will be appointed to the Shari’ah Board.
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Chapter 21

Related Party transactions and material contracts

All related party transactions of the Bank will be in accordance with the rules for related party 
transactions set out in Article 19 of the Code of Corporate Governance issued by the CMA.

Material contracts/agreements

Publicity Co LLC, Al Busaidy Mansoor Jamal & Co.

listed below:

 



90

Chapter 22

Banking regulations in Oman

Banks are required to comply with the generally applicable laws including, but not limited to, the CCL 
the CML, the Omani labour law and the social security law. In developing the business plan of the 
Bank, the Promoters have considered the prevalent regulations as applicable to the banking sector in 
Oman including the Banking Law and other CBO regulations a summary of which is set out below.

The Banking Law
Banking business in Oman is governed by the Banking Law. The legislative intent of the Banking 
Law is to encourage the development of banking institutions in Oman so as to ensure that financial 
stability is safeguarded, contribution is made to the achievement of economic, industrial and financial 
growth and Oman’s status in the international financial sphere is consolidated. The Banking Law 
has empowered, the CBO, to issue currency, safeguard its local and international value, supervise 
banks and banking business in Oman and provide counselling to Oman’s government on local and 
international economic affairs. 

CBO Regulations and Circulars
The CBO has issued an extensive list of regulations and circulars that are required to be observed by 
Omani banks and finance and leasing companies. The regulations and circulars regulate all aspects 
of banking business, including the minimum capital requirements for banks, capital deposits, lending 
ratios, reserves against deposits, provisions for losses on banking assets and eventual liabilities, 
foreign exchange positions held by banks, borrowing and lending limitations on banks, the conduct of 
investment banking business in Oman, banks entering into future transactions of foreign exchange and 
precious metals and the appointment of members of boards of directors of banks and their powers.

Islamic Banking Regulations in Oman
The CBO has circulated a draft IBRF to all licensed banks, in Oman, However, as of the Prospectus 

IBRF on its issuance in final form.

Licensing of Omani Banks
Part Four of the Banking Law deals with the licensing of banking business in Oman, which is defined 
in the Banking Law as one or more of the activities set out in the Banking Law or those permitted by 
the Board of Governors.

banking activity whatsoever, whether as a local or foreign bank, to obtain a licence from the CBO.  

banking activities at its branches as approved by the Board of Governors.

Powers of the Board of Governors
The Banking Law confers a host of powers on the Board of Governors including the task of formulating 
Oman’s monetary policy, supervising and organising matters pertaining to the Omani currency, licensing 
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of Omani banks, regulating banking business through issuance of regulations, circulars and directives, 
monitoring the business of Omani banks and their compliance with applicable regulations and 

of the Banking Law and regulations issued by the CBO. 

CBO Approval for Changes in Shareholding and Management

management.”  

amendment to its articles of association or change in its organisation or management.

ownership of more than 10% of the voting shares in a licensed bank before obtaining the prior 
approval of the Board of Governors.  In addition, the licensed bank itself is required to obtain the prior 
approval of the CBO to such ownership or transfer.  

in a licensed bank may “merge or become affiliated to or united with any other commercial entity” or 

the Board of Governors.  

limits on shareholdings in Omani licensed banks:

in an Omani incorporated bank

voting shares in an Omani incorporated bank

In addition, the same regulation provides that where an individual, “incorporated body”, joint stock 
company or holding company owns (together with his related parties) 10% or more of the voting 

in another Omani incorporated bank.

For the purposes of the above regulation, “incorporated body” means any commercial company or 
incorporated body other than a joint stock or holding company.  “Related Parties” includes (a) spouse 

voting shares.

Omani incorporated banks are required to submit a list of their shareholders at the end of every 

Circular BM 809).
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Financial Liabilities of Omani Licensed Banks

Omani licensed banks is OMR 100,000,000 (paid-up capital).  

An Omani licensed bank must make a capital deposit before commencing its banking business and 
keep it at all times with the CBO.  Article 61 of the Banking Law sets out the requirements of the 
capital deposit as follows:

It must, at all times, be equivalent to 10% of the deposits in OMR and is to be kept in a special 
account in a currency other than OMR or an amount specified in Article 61 (C), whichever of the two 

the bank, calculated annually in accordance with CBO Regulations, provided the minimum limit is not 

Article 62 of the Banking Law permits the CBO to request Omani licensed banks to keep a deposit 
with the CBO for an amount which, if added to the net amount of foreign and local currency and 
notes kept by the licensed bank, becomes equivalent to:

the bank inside Oman

The Board of Governors may further ask licensed banks to keep reserves in Oman for an amount 
equivalent to either:

on demand kept by an Omani licensed bank from its banking business inside Oman, or

Reporting Requirements of Omani Licensed Banks
Article 72 (A) of the Banking Law requires a licensed bank to submit an annual report, audited by 
independent auditors, to the CBO.  It shall also submit “other provisional reports in addition to a 
monthly report at times and in the manner provided in the CBO regulations.” Such reports are to 
include details of the assets and liabilities of the bank filing a report, the amount and nature of local 
and foreign currency kept by it and the amount, nature and period of “payability” of all financial 
documents owned or kept by it.

auditors within 30 days from the date of such action (Article 74 (B) (bis)) of the Banking Law.

Capital Adequacy and Basel II – Pillar 3
The CAR of Bank will be calculated in accordance with the Central Bank instructions and the guidelines 
of the risk management department. 
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The management will closely monitor the CAR of the Bank to ensure conformity and efficient capital 
utilisation of the Bank at all times. The Bank plans to proactively work with the CBO in order to 
understand, communicate and implement the requirements of Basel II – Pillar 3 disclosures.

Liabilities of Bank Employees
Each director officer, manager and employee of a licensed bank shall be personally liable for any losses 

(A)) of the Banking Law.

The licensed bank shall be responsible for the acts of its directors (and any sub-committees of the 
Board) or the acts of its officers, managers and staff when they act in the name of the licensed bank 
and within the framework of their authority (Article 76 (A)) of the Banking Law.

Appointment and Removal of Directors and Senior Executives

banks. Article 2 sets out a procedure which the CBO requires licensed banks to observe when 
appointing directors and includes providing nominees with certain prerequisites which are to be applied 
in determining whether a proposed director is “fit and proper.”  

Once the selection of nominees is over, the bank must forward the list of selected individuals to the 
CBO for its approval along with an undertaking from each nominee confirming that he has not in the 
last 10 years:

of protecting the public from financial loss due to dishonesty, incompetence or malpractice

doubt on his integrity

manner that would cast doubt on his competence or soundness of judgment 

The CBO may then determine whether the selected nominees meet the “fit and proper” criteria 
adopted by the CBO and whether each nominee is suitable to hold the position to which he has been 
elected, in this regard:

director of an Omani licensed bank is “fit and proper” is based on, inter alia, his “uprightness, 
repute, credibility, experience, ability, and quality of judgment” and whether his appointment 
would in any way threaten or prejudice the relationship of the institution with its creditors, investor 
and depositors

matters

solvency and his qualifications
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All licensed banks are also required to notify the CBO of any decision taken to appoint the chairman 
and members of the board of directors of a licensed bank as well as the executive officers, general 
managers and their deputies within 30 days from the date of issuance of the decision appointing them 
(Article 77 (B) of the Banking Law).  The CBO has the right to object to the appointment of any of the 
above-mentioned individuals if it believes that such appointment “might undermine the management 
of the bank or the interests of the depositors.” 

Powers and Duties of Directors and Senior Executives
CBO Circular BM 932 sets out the principles of corporate governance for Omani licensed banks and 
demarcates the role, responsibility and accountability of the board of directors and that of management 
of a licensed bank.  

to be accountable for proposing policies and implementing board-approved policies.  The chief 

with comprehensive “terms of reference” that are required for sub-committees of the board (Article 
6 of Circular BM 932).

Deposit insurance

and participates in the financing of a bank deposit insurance system which provides Omani banks with 
a high level of security for deposits whilst cautioning the effect of any unforeseen circumstances.  The 
CBO also has in place an early warning system that enables it to predict possible financial stress  in 
any particular bank and take preventive actions when necessary.
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Rights and liabilities of Shareholders

Responsibilities of Shareholders
The liability of a Shareholder is limited to payment of the value of the Shares subscribed. A Shareholder 
is not liable for the debts of the Bank except to the limit of the nominal value of the Shares subscribed 
by him.

No person or group of persons acting individually or jointly or for a common purpose shall own, or 
authorise or record the transfer of more than 10% of the voting shares of a licensed bank without 
obtaining the prior approval of the Board of Governors and the CBO.

Any person whose shareholding along with his minor children’s shareholding reaches 10% or more of 
the Bank’s share capital must also inform the CMA about the same through a written communication 
pursuant to Article 7 of the CML. Further, he must also inform the CMA regarding any transaction or 
dealing which leads to the increase of this percentage immediately after it happens.

the shares of a SAOG except in accordance with the rules established by the CMA for acquiring and 

banks. For more details on this issue, please refer to Chapter 22.

Rights of Shareholders 
All Shareholders shall enjoy equal and inherent (attached) rights in the ownership of Shares, which, 
in accordance with the CCL, are: 

(each Shareholder shall have one vote for each Share he owns)

made by the General Meeting or the Board if contrary to the CCL or the Articles or the internal 
regulations 

favour of a certain category of Shareholders or against a certain category of Shareholders, or in the 
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Reports and statements
The Board shall prepare un-audited quarterly financial statements for the first, second and third 
quarter of each Financial Year. It shall also prepare an annual report within two months from the 
end of the Financial Year, comprising the audited balance sheet, profit and loss statement, cash flow 
statement, changes in shareholders equity, report of the Board, report on the discussions held by 
the Board and their analysis and report on the organisation and management of the Bank. These 
statements should be disclosed two weeks prior to the AGM through the electronic transmission 
system of the MSM website.

The un-audited quarterly financial statements must be forwarded to the information centre of the 
MSM within 30 days from the end of each quarter or any other legal period prescribed by the 
disclosure rules and conditions issued by CMA through the electronic transmission system of the MSM 
website. The Bank shall publish quarterly financial statements within the aforementioned period in 
two daily newspapers of which one newspaper shall be an Arabic publication.

AGM
The Board shall convene and hold an AGM within three months from the end of the Bank’s Financial 
Year. The agenda for the AGM shall include the following agenda items:

Bank

from the net profit generated by the Bank or from the special reserves accounts subject always to 
the legal provisions set out in Article 106 of the CCL, which require the Board to transfer 10% of 
the Bank’s net profits after tax to the Legal Reserve

forthcoming Financial Year and approve the same

Financial Year

during the previous Financial Year (if any) for approval

Year (if any) for approval

provisions laid down in the CCL and applicable CMA regulations

The Board may convene a General Meeting at any time and such meeting shall be convened whenever 
required by the CCL or the Articles, or upon request of one or more Shareholders who represent at 

The Board shall establish the agenda of the General Meeting. If the meeting is convened by the 
Auditors, the agenda shall then be established by them. The Board or the Auditors, if necessary 
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shall include in the agenda for the General Meeting any proposal put forward by Shareholders who 
represent more than 10% of the Share Capital provided that such proposal is submitted for inclusion 
in the agenda at least one month before the date of the General Meeting.

The resolutions of the OGM shall be void unless the OGM is attended by Shareholders or their proxies 
who represent at least half the Share Capital of the Bank. If such a quorum is not formed, a second 
OGM shall be called to discuss the same agenda. The second OGM shall be notified to the Shareholders 
in the same manner as the first OGM, at least one week prior to the date set for the second OGM. The 
resolutions passed at the OGM shall be valid regardless of the number of Shares represented, provided 
that such meeting is held within one month from the date of the first OGM. The resolutions of the 
OGM shall be adopted by relative majority of the vote of the Shareholders in attendance. 

EGMs
An EGM shall be convened to decide on the following issues:

Capital, subject to the prior approval of the CMA

Resolutions of the EGM shall not be valid unless the EGM is attended by Shareholders and proxies 
representing at least three quarters of the Bank’s Share Capital. Failing such a quorum, a second EGM 
shall be convened to discuss the same agenda. The Shareholders shall be notified of the second EGM 
in the same manner as the first EGM at least two weeks prior to the date set for the second EGM. 

The Resolutions of the second EGM shall be valid if the EGM is attended by Shareholders or proxies 
representing more than half of the Share Capital, provided such EGM is held within six weeks of the 
date of the first EGM.

Resolutions of the EGM shall be adopted by a majority of three-quarters of the votes cast in respect 
of a certain resolution, provided such resolution shall always receive votes representing more than 

Any Shareholder or any interested party may within five years from the date on which a General 
Meeting was held apply to the Primary Court to annul any decision taken by the General Meeting in 
violation of the CCL or the provisions of the Articles or its regulations or through deceit or misuse of 
authority.
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Transfer of ownership of the Shares
The transfer of ownership of the Shares shall take place in accordance with the provisions of the CML. 
The Shareholders may sell and transfer their Shares without restrictions in accordance with the CML 
subject to the conditions that:

Bank under any circumstances

of the Share Capital of a public joint stock company, is required to advise the CMA of the same in 
writing.  Further, the Shareholder shall be obliged to inform the CMA in writing of any transaction 
or dealing which leads to any change in this percentage immediately after it happens

of a public joint stock company, except in accordance with the rules established by the CMA for 

or for a common purpose from owning, authorising or recording the transfer of more than 10% of 
the voting shares, or the equivalent thereof, of a licensed bank without obtaining prior approval 
from the CBO to such ownership or transfer

to the shareholding of locally incorporated banks, these being as follows:

voting shares in a locally incorporated bank

– The aggregate shareholding of an incorporated body and its related parties shall not exceed 

– The aggregate shareholding of a joint stock company or a holding company and its related 

– An individual, incorporated body, or a joint stock company, or a holding company, who together 
with any other related party, already own 10% of the voting shares of a locally incorporated 
bank, may own shares, by way of investment, in another locally incorporated bank, but only up 
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Chapter 24

Underwriting arrangements

pursuant to an underwriting agreement dated 6 September 2012. In the event that the Offer is 

unsubscribed Offer Shares in the proportions as shown below:

Name of Underwriter Number 
of Shares 

underwritten

Percentage 
Shares 

underwritten

Amount 
underwritten 

(RO)

Bank Muscat SAOG 17.09% 6,971,190

Ahli Bank SAOG 17.09% 6,971,190

17.09% 6,971,190

Bank Sohar SAOG 17.09% 6,971,190

The Financial Corporation Co. SAOG 47,086,000 11.77% 4,802,722

40,824,000 10.21% 4,164,048

Gulf Baader Capital Markets SAOC 38,710,000 9.68% 3,948,420

Total 400,000,000 100% 40,800,000
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Chapter 25

Subscription conditions and procedures

Subscription for the Offer Shares - Eligibility
Subscription to the Offer Shares is open to Omani and Non-Omani Persons that have an Investor 
Number, during the Offer Period. All GCC Persons are treated as Omani Persons for the purpose of 
owning shares in an Omani joint stock company.

Non-GCC Persons are permitted to own not more than 70% of the Share Capital. 

No Person or group of Persons acting individually or jointly or for a common purpose is allowed to 
subscribe for more than 10% of the Share Capital, or the equivalent thereof, of the Bank without 
obtaining prior approval of the CBO. 

The aggregate shareholding of an individual and his related parties, or an incorporated body and its 
related parties, or a joint stock company and its related parties shall not exceed the shareholding limits 
established by the CBO Circular BM 807.

Restrictions on Persons subscribing for Offer Shares

submit Applications in their personal names and not in the names of their sole proprietorship 
establishments

Applications should only be made in single name

capacity as legal heir of a deceased individual

Applications that do not comply with these conditions or restrictions, as applicable, may be rejected 
without contacting the Applicant.

Trust accounts
Trust accounts are allowed to participate in the Offer by following the procedure set out below:

Shares

person acting as the trust account manager, along with the trust account application:
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Name of 
Beneficiary

I.D. number (in case of Omani applicants); 
Passport number (in case of non-Omani 
applicants); Commercial Registration 
number (in case of companies)

Address and 
contact number

Number of 
Shares

10% of the Offer, which equates to 40,000,000 Shares

vice-versa

Subscription on behalf of minor children

minor

submitting the Application will be required to attach a valid Power of Attorney notarized by the 
Shari’ah Courts of Oman authorising him to deal in the funds of the minor through sale, purchase 
and investment

Registration with the MCDC

by the CMA. The completed form may be submitted by an Applicant through any of the following 
channels: 

– At the branch of the MSM based in Salalah, Oman, Tel: +968 2329 9822, Fax: +968 2329 9833

– At the office of any brokerage company licensed by the CMA

application form in order to open an account and receive an Investor Number

their details as noted in the Application. Applicants may update their particulars through any of the 
channels mentioned above

Application. Each Applicant is responsible for ensuring that the Investor Number which is set out in 
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their Application is correct. Applications not bearing the correct Investor Number will be rejected 
without contacting the Applicants

Tel. +968 2481 4827, Fax. +968 2481 7491
www.csdoman.co.om

Offer Period
The Offer Period for both categories of investors will commence on 22 September 2012 and end on 
21 October 2012, with the end of the official working hours of the Subscription Banks on the Offer 

Overall offering split and allotment procedures
In case of oversubscription, the allotment of Offer Shares shall be split between Category I Investors 
and Category II Investors as follows:

Category I Investors:
240,000,000 Shares, being 60% of the Offer, for Omani and Non-Omani Persons who apply for 
a maximum of 100,000 Shares. Allotment of Offer Shares amongst Category I Investors, will be 
proportionate to the number of Offer Shares applied for by each Applicant.

Category II Investors:
160,000,000 Shares, being 40% of the Offer, for Omani and Non-Omani Persons who apply for more 
than 100,100 Shares. Allotment of Offer Shares amongst Category II Investors, will be proportionate 
to the number of Offer Shares applied for by each Applicant.

Any under subscription in relation to the Offer Shares allocated for allotment in a category will be 
carried over to the other category.

Allotment for Non-Omani Shareholders will be limited to a maximum of 70% of Share Capital.

The final allocation of Offer Shares (including the minimum number of Offer Shares) on the above 
basis will be decided by the Issue Manager in consultation with the CMA and in accordance with 

and the Articles.

Minimum limit of public subscription
The minimum number of Shares for Category I Investors will be 1,000 Shares and in multiples of 100 
Shares thereafter.
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Maximum limit of public subscription
The maximum number of Shares that can be applied by Category I investors is 100,000 Shares. 

The maximum number of Shares a Category II investor may subscribe for is 10% of the Offer which 
equates to 40,000,000 Shares. It is not permissible for any Applicant to subscribe for more than this 
amount. 

For the purpose of calculating this percentage, the application for the subscription of the father 
(or guardian) shall be aggregated with the applications of such individual’s minor children. If the 
volume of the Offer Shares subscribed exceeds the said percentage, the Shares registered under each 
application shall be reduced proportionately before making the allotment. 

The Bank, the Promoters and the Issue Manager are not liable for any changes in applicable laws 
or regulations that occur after the date of this Prospectus. Applicants are advised to make their 
own independent investigations to ensure that their Applications comply with prevailing laws and 
regulations.

Terms of payment 
Each of the Subscription Banks shall open an escrow account entitled the “alizz islamic bank IPO” 
account for the collection of the Application Money. This account will be managed by each Subscription 
Bank which shall, after allotment and refunds, transfer the balances in such account to the Issue 
Manager. Each Applicant can pay by cash, draw a cheque or demand draft or instruct an account 

Particulars of the bank account

in the name of the Applicant). The Applicant must not use bank account number of any other 
person except in the case of minor children

Banks, the Applicant will be required to submit a document to confirm the details of the bank 
account particulars as provided in the Application. This can be done by submitting any document 
from the bank of the Applicant that states the account number and name of the account holder. 

document issued by the relevant bank confirming this information. The Applicant is responsible 
for ensuring that the evidence submitted is legible and contains the required information. The 
Applicant is not obliged to submit any evidence with regard to the accuracy of his bank account 
if he is subscribing through a Subscription Bank where he maintains his account. In this case, the 
Subscription Bank will be required to verify and confirm the correctness of the Applicant’s account 
through its own system and procedures or through the evidence submitted to it by the Applicant

companies listed on the MSM. For Applicants who already have bank accounts registered with the 

rejected, with the exception of the Applications made on behalf of minors that contain the bank 
account particulars of their fathers
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Documentation required

Application is required in the event that the bank account is registered with a bank that is not a 
Subscription Bank

that  subscription is on behalf of another person (with the exception of the subscription made by 
a father on behalf of his minor children)

as an authorised signatory, a copy of adequate and valid documentation should be attached

Mode of Application

and validity of the information set out in the Application. The Applicant will be required, before 
completing the Application, to read this Prospectus including the conditions and procedures 
governing the subscription with total care and importance

on the Application

with the Application Money and the documents in support of the Application

Banks receiving the subscription
The applications for subscription shall be accepted by one of the following Subscription Banks during 
official working hours only during the Offer Period: 

The Subscription Bank receiving an Application is required to accept the Application after establishing 
its compliance with the procedures set out in this Prospectus. The Subscription Bank must instruct the 
Applicants to comply and fulfill any requirements set out in the Application. 

The Applicant must submit an Application to one of the Subscription Banks on or before the Offer 



Payment into escrow account 

draft or instruct an account transfer for the full amount payable at the time of submission of the 

amount, if any, paid on Application, will be refunded to the Investor from the escrow account of 
“alizz islamic bank IPO”

Acceptance of the Applications for subscription

The Subscription Banks shall not accept Applications in the following circumstances:

this Prospectus

rejected

not relevant to the Applicant, with the exception of Applications submitted in the names of minor 
children, who are allowed to make use of the particulars of the bank accounts held by their father

on behalf of another person (with the exception of the fathers who subscribe on behalf of their 
minor children)

If a Subscription Bank receives an Application that does not comply with the procedures set out in this 
Prospectus, the Subscription Bank may reject the Application without contacting the Applicant, or at 
its sole discretion may contact the Applicant so that the mistake may be corrected. If the Applicant 
does not rectify the Application within a specified period, the Subscription Bank shall return the 
Application together with the Application Money to the Applicant.

Refusal of Applications
The Issue Manager may reject any Application under any of the conditions referred to above, subject 
to securing the approval of the CMA and submission of a comprehensive report furnishing the details 
of the Applications that are rejected and the reasons behind the rejections.



106

Enquiry and complaints
The Applicants who intend to seek clarification in respect of, or file complaints with regard to, issues 
related to the allotment, rejected Applications or refund of Application Money in excess of the 
subscription may contact the branch of the Subscription Bank where the Application was made. In 
case of absence of any response from the Subscription Bank, the subscriber may contact the person 
concerned as hereunder:

Bank Person(s)  
in charge

Postal address Phone Fax Email

Bank 
Muscat 
SAOG

Mr. Ahmed  
Al Busaidi

PO Box 134, 
PC 112, Ruwi, 
Sultanate of Oman

+968 
24768064

+968 
24787764

ahmedbu@
bankmuscat.com

Ahli Bank 
SAOG

Mr. Sulaiman 
Al Hinai 116, Mina al Fahal, 

Sultanate of Oman

+968 +968 sulaiman.alhinai@ 
ahli-bankoman.com

Bank 

SAOG

Mr. Issam  
Ali Baqer PC 112, Ruwi, 

Sultanate of Oman

+968 
24791109

+968 
24791131

iabaqer@
bankdhofar.com

Bank Sohar 
SAOG

Ms. Nadia  
Al Balushi

PO Box 44, PC 
114, Hai al Mina, 
Sultanate of Oman

+968 
24730221

+968 
24730010

nadia.albalushi@
banksohar.net

National 
Bank of 
Oman 
SAOG

Mr. 
Gopalakrishnan PC 112, Ruwi, 

Sultanate of Oman

+968 
24778610

+968 
24778993

gopal@nbo.co.om

Oman Arab 
Bank SAOC

Mr. Ahmed  
M. Al Farsi

PO Box 2010, 
PC 112, Ruwi, 
Sultanate of Oman

+968 
24827344

+968 
24827367

a.farsi@oabinvest.
com

If the Subscription Bank fails to resolve the complaint with the Applicant, it shall refer the subject 
matter to the Issue Manager and keep the Applicant informed of the progress and development in 
respect of the subject matter of the dispute.

Undersubscribed Offer

as mentioned in Chapter 24.

Allotment letters and refund of money

end of the Offer Period subject to receiving the approval of the CMA on the basis of allotment. The 
Issue Manager shall also arrange to refund the excess Application Money to the eligible Applicants 
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Issue Manager shall arrange to send allotment letters to the Applicants who have been allotted Shares 

Proposed timetable 
The following table shows expected time schedule for completion of the subscription procedures:

Procedure Date

Commencement of subscription 22 September 2012

Closing of subscription 21 October 2012

Notifying the CMA of the outcome of the subscription and 
proposal with regard to the allotment of Shares and submitting 
notice and agenda of the CGM to the CMA for approval

3 November 2012

Preparation of pre-incorporation audited financial statement 
of account for the Bank and founders report

3 November 2012

Approval of CMA with regard to the proposed allotment and 
the notice and agenda for the CGM

4 November 2012

Commencement of refund and dispatch of notices regarding 
allotment and the notice and agenda for the CGM

Publication of the CGM notice in two Arabic newspapers and 
dispatch of notices to shareholders by post November 2012

Submission of directors nomination forms to the Bank 17 November 2012

Convening of the CGM 20 November 2012

Convening of the first Board meeting 20 November 2012

Submission of the minutes of the CGM and first Board meeting 
to the CMA and the MOCI

24 November 2012

Registration of the Bank on the Commercial Register, where 
after the following documents will be received: the Commercial 
Registration Certificate; the Oman Chamber of Commerce and 
Industry membership certificate; the Computer Registration 

evidencing the Bank’s authorized signatories 

27 November 2012

Submission of directors nomination forms to the CBO 28 November 2012

Listing of Shares with MSM
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Listing and trading of the Shares
In accordance with the provisions of Article 34 of the Executive Regulations, which governs the listing 
of the shares of a newly constituted public joint stock company on the MSM, immediately following 
Commercial Registration, the Board will procure that an application is filed with the MSM for listing 
of the Shares. 

The Shares shall be listed on the MSM in accordance with the laws and procedures that are in force on 
the date the application is made by the Bank for the listing and registration. The Shares will be listed 
and available for trading on the MSM, only following the CGM and Commercial Registration. While it 
is currently anticipated that listing will occur within the period specified in the proposed timetable, 

the MSM are delayed. The above listing date is therefore an estimated date and the exact date shall 
be published on the MSM website.

Responsibilities and obligations

set out by the directives and regulations issued by the CMA. The Issue Manager and the Subscription 
Banks must also abide by any other responsibilities that are provided for in the agreements entered 
into among them and the Bank and the Promoters. 

The parties concerned shall be required to take remedial measures with regard to the damages arising 
from any negligence committed in the performance of the functions and responsibilities assigned to 
them. The Issue Manager shall be the body responsible before the regulatory authorities in taking 
suitable steps and measures for reparation of such damages.
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Chapter 26

Undertakings

alizz islamic bank SAOG (Under Formation)

of which would render this Prospectus misleading

them have been complied with

Names of the members of the Promoters Committee who are authorised to sign the prospectus on 
behalf of the Promoters:

Name Signature

Mohammed Badawy Al-Husseiny

Mohamed Ghanem

Issue Manager
Pursuant to our responsibilities under Article 3 of the CML, Article 13 of the Executive Regulations 

we have reviewed all the relevant documents and other material required for the preparation of this 

to the correctness of the information provided for in this Prospectus, and they have confirmed not 
to have omitted any material information from it, the omission of which would have made this 
Prospectus misleading. 

We confirm that we have taken the due diligence required by our profession with regards to this 
Prospectus which was prepared under our supervision and, based on the reviews and discussions with 
the Bank and other related parties, we confirm the following: 

We have taken reasonable due diligence to ensure the information given to us by the Bank and 
included in this Prospectus is conformant with the facts in the documents and other material of the 
Offer. 

To the best of our knowledge and from the information available from the Bank, the Bank has not 
omitted any material information, the omission of which would render this Prospectus misleading. 
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This Prospectus and the Offer to which it relates is conformant with all the rules and terms of 
disclosure stipulated for in the CML, the Executive Regulation of the CML issued under Ministerial 

decisions issued in this regard. 

The information contained in this Prospectus in Arabic (and the unofficial translation into English) is 
true, sound and adequate to assist the investor to take the decision as to whether or not to invest in 
the securities offered. 

Issue Manager

Bank Muscat SAOG   

Legal Adviser 
The Legal Adviser, whose name appears below, hereby confirms that all the procedures taken for 
the offering of the Shares and the subject matter of this Prospectus are in line with the laws and 
legislations related to the Bank’s business, the CCL, the CML and the regulations and directives issued 

obtained all the consents and approvals of the official authorities required to carry out the activities 
the subject matter of this Prospectus. 

Legal Adviser

AMJ Al Busaidy Mansoor Jamal & Company

Al Busaidy, Mansoor Jamal & Co.

Underwriters

the Feasibility Report. Our decision to underwrite the Offering is based on our satisfaction with the 
feasibility of the project in light of the information in the Prospectus and the Feasibility Report.

Underwriters
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Annexure 1

Reporting Accountant’s report on financial projections



112

 Projected statement of comprehensive income for the years ending 31 December

 2013 2014 2015 2016 2017

 RO’ 000 RO’ 000 RO’ 000 RO’ 000 RO’ 000

OPERATING INCOME

Income from Murabaha, Ijara, 
Istisna’a, dues from  banks and 
other Islamic financing activities 2,430 10,461 17,892 28,220 41,786

Income from Islamic Sukuk 127 169 199

Fee, commission and other income  1,486 3,083 4,818 7,497

Income from equity investments 113 380

 4,074 23,377

OPERATING EXPENSE 

Staff costs (1,418) (3,139) (8,438) (10,104)

Other operating expenses (1,992) (3,692) (4,977) (6,101) (6,803)

Allowance for impairment  (2,378)

 (9,996)

(LOSS) PROFIT FROM OPERATIONS 
BEFORE DISTRIBUTION TO 
DEPOSITORS (1,748) 7,910 28,336

(2,321) (4,213) (9,763)

(LOSS) PROFIT BEFORE TAX (2,288) 1,734 3,697

Income tax (191) (408) (1,014)

(LOSS) PROFIT AND TOTAL 
COMPREHENSIVE (LOSS) INCOME 
FOR THE YEAR (2,013) 3,289 16,416

in note 4.6. 
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Projected statement of financial position at 31 December

 2013 2014 2015 2016 2017

 RO’ 000 RO’ 000 RO’ 000 RO’ 000 RO’ 000

ASSETS

Cash and balances with the CBO 21,649

- 29,071 32,218 44,030

Investments classified as fair 
value through profit or loss 7,671 9,743 12,086

Islamic finance receivabes:

Murabaha receivables 161,824 261,274 408,693

Istisna’a receivables 12,037 38,187

Investment in Ijara assets 31,676 62,239 100,491

Other Islamic financing 633 2,009 3,143

Less: allowance for impairment (3,248) (14,870)

 888,363

Investments in Sukuk 3,000 3,897

Other assets 320 932 1,708

Property and equipment 6,389 7,173 4,887

84 - - -

TOTAL ASSETS 193,773 314,864 485,528 741,067 1,033,848

 

LIABILITIES AND EQUITY  

LIABILITIES

Customers’ current accounts 34,113 267,222

Investment account holders 140,716 229,692 496,779

Other liabilities 421 948 2,460

Income tax payable - - 1,043 2,260

- - 236 133

TOTAL LIABILITIES 97,886 217,434 384,809 632,497 908,862

 

EQUITY

Share capital 100,000 100,000 100,000 100,000 100,000

Legal reserve 300 783 3,210

(Accumulated losses)  
retained earnings (4,413) (3,024) (64) 7,002 21,776

TOTAL EQUITY 95,887 97,430 100,719 108,570 124,986

TOTAL LIABILITIES AND 
EQUITY 193,773 314,864 485,528 741,067 1,033,848
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Projected statement of cash flows for the years ending 31 December

 2013 2014 2015 2016 2017
 RO’ 000 RO’ 000 RO’ 000 RO’ 000 RO’ 000
Operating activities
(Loss) profit before tax (2,288) 1,734 3,697
Adjustments for:

Allowance for impairment 2,378
(348) (437)

Fair value changes in investments 
through profit and loss 
(unrealised) (38) (127) (174) (218) (284)
Operating profit before changes 
in operating assets and liabilities 11 7,706 14,622
Investment in Ijara assets (12,037)
Murabaha receivables (79,466) (147,419) (178,409)
Istisna’a receivables (31,676) (68,620)
Other Islamic financing (633) (612) (764) (1,134) (1,372)
Other assets (320) (612) (776) (340)
Customers’ current accounts 34,113 114,094 139,233
Investment account holders 77,364 88,976 131,844
Other liabilities 421 717
Less: income tax paid - - - (1,043)
Net cash (used in) / from 
operating activities (29,127) 1,199 20,980 33,952 25,228
 Investing activities 
Purchase of investments in Sukuk (3,000) (896)
Purchase of investments 
classified as fair value through 
profit or loss (4,962) (1,898)

348 437
Purchase of property and 
equipment (2,811) (2,937) (1,941)
Net cash used in investing 
activities (13,794) (5,458) (5,028) (4,264) (5,299)
(DECREASE) INCREASE IN CASH 
AND CASH EQUIVALENTS (42,921) 29,688 19,929
Cash and cash equivalents at the 
beginning of the year 97,900 66,672 96,360
CASH AND CASH EQUIVALENTS 
AT THE END OF YEAR 54,979 50,720 66,672 96,360 116,289



Projected statement of changes in Equity

Share capital Legal reserve (Accumulated 
losses) retained 

earnings

Total

RO’ 000 RO’ 000 RO’ 000 RO’ 000

Balance at 1 January 2013 100,000 300 (2,400) 97,900 

Loss for the year - - (2,013) (2,013)

2013
                        

100,000 
                              

300 
                                      

(4,413)
                             

Profit for the year - - 

Transfer to legal reserve - - 

2014 100,000 (3,024) 97,430 

Profit for the year - - 3,289 3,289 

Transfer to legal reserve - 329 (329) - 

                        
100,000 

                              
783 

                                           
(64)

                            
100,719 

Profit for the year - - 

Transfer to legal reserve - - 

2016
                        

100,000 
                                                                  

7,002 
                           

Profit for the year - - 16,416 16,416 

Transfer to legal reserve - 1,642 (1,642) - 

2017
                        

100,000 
                           

3,210 
                                     

21,776 
                           

124,986 

financial projections.
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NOTES TO THE FINANCIAL PROJECTIONS

1) ACTIVITIES

(“Oman”), as a public joint stock company. The Bank has been awarded an in-principle approval from 
the Central Bank of Oman (“CBO”) to carry out banking services, financing and investing activities 
through various Islamic instruments such as Murabaha, Istisna’a, Mudaraba, Ijara and Sukuk. The 
activities of the Bank will be conducted in accordance with Islamic Shari’ah, which prohibits usury, and 
within the provisions of the Articles and Memorandum of Association of the Bank. 

2) BASIS OF PREPARATION OF THE PROJECTIONS
These illustrative projections of the Bank have been prepared by the Promoters’ Committee in 
accordance with the accounting policies set out in note 3 and the key assumptions set out in note 4. 
The financial projections were authorised for issue by the Promoters’ Committee.

The illustrative projections are intended to show a possible outcome based on the stated assumptions. 
Because of the length of the period covered by the illustrative projections, the assumptions are 
necessarily more subjective than would be appropriate for the forecast. The illustrative projections do 
not therefore constitute a forecast.

Since the projections relate to the future, actual results are likely to be different from the projected 
results because events and circumstances do not occur as expected, and the differences may be 
material.

These illustrative financial projections are prepared based on existing regulations for the conventional 
banks in Oman and by applying International Financial Reporting Standards (IFRS). The CBO and other 
regulators are expected to issue specific regulation for Islamic Banking, Capital Markets and Taxation 
in the due course. The financial projections may undergo change on application of Accounting and 

derivative financial instruments and the related regulations to be issued in due course.

2A) DEFINITIONS
The following terms are used in the financial projections with the meanings specified:

Murabaha
A sale contract, in which the Bank sells to a customer a physical asset, goods, or shares already owned 
and possessed (either physically or constructively) at a selling price comprising the purchasing cost 
plus a mark-up profit. 

Istisna’a
A sale contract, in which the Bank (Al Saanee) sells an asset to be developed using its own materials 
to a customer (Al Mustasnee) according to pre-agreed precise specification, at a specific price, 
installment dates and to be delivered on a specific date. This developed asset can be either developed 
directly by the Bank or through a subcontractor and then it is handed over to the customer on the 
pre-agreed date.
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Ijara
A lease contract whereby the Bank (the Lessor) leases to a customer (the Lessee) a service or the 
usufruct of an owned or rented physical asset that either exists currently or is to be constructed in 
future (Forward Lease) for a specific period of time at specific rental installments. The lease contract 
could be ended by transferring the ownership of a leased physical asset through an independent mode 
to the lessee. 

Mudaraba
A contract between the Bank and a customer, whereby one party provides the funds (Rab Al Mal) and 
the other party (the Mudarib) invests the funds in a project or a particular activity and any generated 
profits are distributed between the parties according to the profit shares that were pre-agreed upon in 
the contract. The Mudarib is responsible for all losses caused by his misconduct, negligence or violation 
of the terms and conditions of the Mudaraba; otherwise, losses are borne by Rab Al Mal.  

Sukuk
Certificates which are equal in value and represent common shares in the ownership of a specific 
physical asset (leased or to be leased either existing or to be constructed in future), or in the ownership 
of cash receivables of selling an existing-owned asset, or in the ownership of goods receivables, or 
in the ownership of the assets of Mudaraba or partnership companies. In all these cases, the Sukuk 
holders shall be the owners of their common shares in the leased assets, or in the cash receivables, or 
the goods receivable, or in the assets of the partnership or the Mudaraba.

3) SIGNIFICANT ACCOUNTING POLICIES
The financial projections have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”), general principles of Shari’ah to be determined by the Bank’s Fatwa and Shari’a 
Supervisory Board (“FSSB”), and applicable regulations of the CBO and applicable requirements of the 
Commercial Companies Law (CCL) and the Capital Market Authority (CMA) of Oman.

The financial projections are prepared under the historical cost convention except for investments 
carried at fair value through profit or loss and Shari’ah compliant alternatives of derivative financial 
instruments which have been measured at fair value. It is the intention of the Bank to apply the 
following accounting policies consistently.

The financial projections have been presented in Rial Omani (RO), which is the functional and 
presentation currency of the Bank.

Revenue recognition 

Murabaha
Murabaha income is recognised on a time apportioned basis over the period of the contract based on 
the principal amounts outstanding. 

Istisna’a
Istisna’a revenue and the associated profit margin (difference between the cash price to the customer 
and the Bank’s total Istisna’a cost) is accounted for on a time apportioned basis. 

Ijara
Ijara income is recognised on a time apportioned basis over the lease term.
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Mudaraba
Income or losses on Mudaraba financing are recognised on an accrual basis if they can be reliably 
estimated.  Otherwise, income is recognised on distribution by the Mudarib, whereas the losses are 
charged to the Bank’s statement of comprehensive income on their declaration by the Mudarib.  

Income related to non performing Murabaha, Istisna’a, Ijara and Mudaraba accounts is excluded from 
the statement of comprehensive income.

Sukuk
Income is accounted for on a time apportioned basis over the terms of the Sukuk.

Fee and commission income
Fee and commission income is recognised when the related services are performed.

Dividends

established. 

Taxation
Income tax on the profit or loss for the years comprises current and deferred tax. Income tax is 
recognised in the profit or loss for the year except to the extent that it relates to items recognised 
directly in other comprehensive income, in which case it is recognised in equity. 

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or 
substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous 
years.

between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts 
used for taxation purposes. The amount of deferred tax provided is based on expected manner of 
realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or 
substantially enacted at the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will 

it is no longer probable that the related tax benefit will be realised.

Financial instruments 

(i) Classification
The Bank classifies its financial instruments in the following categories: Financial assets and financial 
liabilities at fair value through profit or loss, financial assets or financial liabilities at amortised cost, 
available-for-sale investments and held to maturity investments.  Management determines the 
classification of financial instruments at the time of initial recognition. 

Financial assets or financial liabilities at fair value through profit or loss
This category has two sub-categories: financial assets or financial liabilities held for trading and those 
designated at fair value through profit or loss at inception. A financial asset or financial liability is 
classified as held for trading if acquired principally for the purpose of selling or repurchasing in the 
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short term. The Bank has designated financial assets and liabilities at fair value through profit or loss 
when either the assets and liabilities are managed, evaluated and reported internally on a fair value 
basis; or the designation eliminates or significantly reduces an accounting mismatch which would 
otherwise arise.

Financial assets or financial liabilities at amortised cost
Balances and deposits with banks and other financial institutions, Murabaha and Mudaraba with 
financial institutions, Murabaha, Ijara, Istisna’a, Mudaraba and certain other Islamic financing are 
financial assets with fixed or expected profit payments. These assets generally are not quoted in an 
active market. They arise when the Bank provides funds directly to a customer with no intention of 
trading the receivable. Financial liabilities are liabilities where the Bank has a contractual obligation 
to deliver cash or another financial asset or exchange financial instruments under conditions that are 
potentially unfavourable to the Bank.

Balances with Islamic banks and other financial institutions are stated at amortised cost less amounts 
written off and provision for impairment, if any.

Murabaha and Mudaraba with financial institutions are stated at amortised cost (which excludes 
deferred income or expected profits) less provisions for impairment. 

Islamic financing consists of Murabaha receivables, Mudaraba, Istisna’a, Islamic covered cards 
(Murabaha based) and other Islamic financing.

Istisna’a cost is measured and reported in the financial projections at a value not exceeding the cash 
equivalent value. 

Other Islamic financing are stated at amortised cost (which excludes deferred income) less any 
provisions for impairment. 

The Ijara is classified as a finance lease, when the Bank undertakes to sell the leased assets to 
the lessee using an independent agreement upon the maturity of the lease and the sale results in 
transferring all the risks and rewards incident to an ownership of the leased assets to the lessee. 
Leased assets represent finance lease of assets for periods, which either approximate or cover a major 
part of the estimated useful lives of such assets. Leased assets are stated at amounts equal to the net 
investment outstanding in the leases including the income earned thereon less impairment provisions.

Held to maturity
Held to maturity investments are financial assets with fixed or determinable payments and fixed 
maturity and the Bank’s management has the positive intention and the ability to hold to maturity.

Available-for-sale
Financial assets that are not classified under any other category of financial assets are classified as 
available-for-sale

(ii) Recognition / De-recognition
The Bank initially recognises financial assets held for trading, financial assets at fair value through 
profit or loss, financial assets held to maturity and financial assets available-for-sale on the trade date 
at which the Bank becomes a party to the contractual provisions of the instrument.

Financing to customers are recognised on the day they are originated. A financial liability is recognised 
on the date the Bank becomes a party to contractual provisions of the instruments.
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A financial asset is de-recognised when the contractual rights to the cash flows from the financial 
asset expires or when it transfers the financial asset. A financial liability is de-recognised when it is 
extinguished i.e. when the obligation specified in the contract is discharged or cancelled or expires.

Financial assets designated at fair value through profit or loss and assets available-for-sale that are 
sold are de-recognised and corresponding receivables from the buyer for the payment are recognised 
as at the date the Bank commits to sell the assets. The Bank uses the specific identification method 
to determine the gain or loss on de-recognition.

If the Bank were to sell or reclassify more than an insignificant amount of held to maturity investments 
before maturity (other than in certain specific circumstances), the entire category would be tainted 
and would have to be reclassified as available-for-sale. Furthermore, the Bank would be prohibited 
from classifying any financial asset as held to maturity during the following two years.

(iii) Measurement 
The classification of financial instruments at initial recognition depends on their purpose and 
characteristics and management’s intention in acquiring them. All financial instruments are measured 
initially at their fair value plus transaction costs, except in the case of financial assets and financial 
liabilities recorded at fair value through profit or loss.

Subsequent to initial recognition, financial assets at fair value through profit or loss are measured at 
fair value. Gains and losses arising from a change in the fair value of assets at fair value through profit 
or loss account are recorded directly in the statement of comprehensive income.

losses on measurement to fair value of assets are recognised in the statement of other comprehensive 
income reported as a separate component of equity until the assets are sold or otherwise disposed 
of, or the assets are determined to be impaired, at which the cumulative gains of losses previously 
recognised through the statement of other comprehensive income are included in the statement of 
comprehensive income. For investments in equity instruments, where a reasonable estimate of the 
fair value cannot be determined, the investment is carried at cost less impairment allowance, if any.

All financial assets or liabilities at amortised cost, customer financing and held-to-maturity investments 
are measured at amortised cost, less any reduction for impairment. Amortised cost is calculated using 
the effective profit rate method. Premiums and discounts, including initial transaction costs, are 
included in the carrying amount of the related instrument and amortised based on the effective profit 
rate of the instrument.

(iv) Fair value measurement principles 
The fair value for financial instruments traded in active markets at the reporting date is based on their 
quoted market price or dealer price quotations, without any deduction for transaction costs. 

For all other financial instruments not traded in an active market, the fair value is determined by using 
appropriate valuation techniques. Valuation techniques include the discounted cash flow method, 
comparison to similar instruments for which market observable prices exist, options pricing models, 
credit models and other relevant valuation models.

Certain financial instruments are recorded at fair value using valuation techniques in which current 
market transactions or observable market data are not available. Their fair value is determined using 
a valuation model.
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The estimated fair value of deposits with no stated maturity, which includes non-profit bearing 
deposits, is the amount payable on demand.

(v) Offsetting of financial instruments
Financial assets and financial liabilities are only offset and the net amount reported in the statement 
of financial position when there is an enforceable right legally and under Shari’ah framework to set off 
the recognized amounts and the Bank intends to either settle on a net basis, or to realize the asset 
and settle the liability simultaneously.  

(vi) Impairment of financial assets

Customer financing
The recoverable amount of customer financing is calculated as the present value of the expected 
future cash flows, discounted at the instrument’s original effective profit rate. Short-term balances 
(which will be due within the next twelve months) are not discounted. Financing is presented net of 
impairment allowances. Specific allowances are made against the carrying amount of financing that 
are identified as being impaired, based on regular reviews of outstanding balances to reduce these 
financing to their recoverable amounts. Portfolio allowances are maintained to reduce the carrying 
amount of portfolios of similar financing to their estimated recoverable amounts at the reporting date. 
Changes in the allowance account are recognized in the statement of comprehensive income. When 
a financing is known to be irrecoverable, and all the necessary legal procedures have been completed, 
the final loss is determined and the financing is written off.

Where possible, the Bank will seek to restructure financing exposures rather than take possession of 
collateral and this may involve extending payment arrangements and agreement of new terms and 
conditions.  Once the terms have been renegotiated, the financing exposure is no longer considered 
past due.  Management continuously reviews renegotiated facilities to ensure that all criteria are 
met and that future payments are likely to occur on schedule.  The facilities continue to be subject 
to individual or collective impairment assessment, calculated using the facilities original effective  
profit rate.

If in a subsequent period the amount of an impairment loss decreases, and the decrease can be linked 
objectively to an event occurring after the write down, the write down or allowance will be reversed 
through the statement of comprehensive income.

Held to maturity investments 
Impairment losses on held to maturity investments carried at amortised cost are measured as the 
difference between the carrying amount and the present value of estimated cash flows discounted at 
the original profit rate. Impairment losses are recognised in the statement of comprehensive income 
and reflected in an allowance account against such financial assets. When a subsequent event causes 
the amount of impairment loss to decrease, the impairment loss is reversed through the statement of 
comprehensive income.

Available-for-sale investments 
Impairment losses on available-for-sale investments are recognised by transferring the difference 
between the acquisition cost and the current fair value less any impairment loss on that financial 
asset previously recognised in equity to the profit or loss. In the case of equity investments classified 
as available-for-sale, objective evidence would include a significant or prolonged decline in the fair 
value of the investment below its cost. Impairment losses recognised on equity instruments are not 
reversed through the profit or loss.
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Impairment of non-financial assets
The Bank will assess at each reporting date whether there is an indication that an asset may be 
impaired. If any indication exists, or when annual impairment testing for an asset is required, the Bank 
will estimate the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s 

and will be written down to its recoverable amount. 

In assessing value in use, the estimated future cash flows will be discounted to their present value 
using a pre–tax discount rate that reflects current market assessments of the time value of money 
and the risks specific to the asset. In determining fair value less costs to sell, an appropriate valuation 
model will be used. 

An assessment will be made at each reporting date as to whether there is any indication that previously 
recognised impairment losses may no longer exist or may have decreased. If such indication exists, 

loss will be reversed only if there have been changes in the assumptions used to determine the 
asset’s recoverable amount since the last impairment loss was recognised. The reversal will be limited 
so that the carrying amount of the asset does not exceed its recoverable amount, nor exceeds the 
carrying amount that would have been determined, net of depreciation, had no impairment loss 
been recognised for the asset in prior years. Such reversal will be recognised in the statement of 
comprehensive income.

Property and equipment
Property and equipment are recorded at historical cost less accumulated depreciation and any 
impairment in value. 

equipment, other than freehold land which is deemed to have an indefinite life.  The rates of 
depreciation are based upon the following estimated useful lives:

The carrying values of properties and equipment are reviewed for impairment when events of changes 
in circumstances indicate the carrying value may not be recoverable. If any such conditions exist and 
where the carrying values exceed the estimated recoverable amount, the assets are written down to 
their recoverable amount.

Expenditure incurred to replace a component of an item of property and equipment that is accounted 
for separately is capitalized and the carrying amount of the component that is replaced is written 
off.  Any subsequent expenditure is capitalized only when it increases future economic benefits of 
the related item of property and equipment.  All other expenditure is recognized in the statement of 
comprehensive income as the expense is incurred. 

An item of property and equipment is derecognized upon disposal or when no further economic 
benefits are expected from its use.  Any gain or loss arising on derecognition of the asset is included 
in the statement of comprehensive income in the year the asset is derecognized. 
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Capital work-in-progress is initially recorded at cost, and upon completion is transferred to the 
appropriate category of property and equipment and thereafter depreciated.

Provisions and contingent liabilities
Provisions are recognised when the Bank has a present obligation (legal or constructive) as a result 
of a past event and it is probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation and a reliable estimate can be made of the amount of the obligation. 
Where the Bank expects some or all of a provision to be reimbursed, the reimbursement is recognised 
as a separate asset but only when the reimbursement is virtually certain. The expense relating to any 
provision is presented in the statement of comprehensive income net of any reimbursement.

Deposits
Customer current accounts and due to banks and other financial institutions are carried at amortised 
cost.

Employees’ pension and end of service benefits
The end of service benefits for Omani employees are provided in accordance with the Sultanate 
of Oman’s Social Insurance Law of 1991. The Bank will also provide end of service benefits to its 
expatriate employees.  The entitlement to these benefits is based upon the employees’ salary and 
length of service.  The expected costs of these benefits are accrued over the period of employment 
and are included within ‘other liabilities’ in the statement of financial position.

Shari’ah compliant alternatives of derivative financial instruments
The Bank enters into Shari’ah compliant alternatives of derivative financial instruments to manage 
the exposure to profit rate risks, including unilateral promise which represents Shari’ah compliant 
alternatives of swap. Those financial instruments are initially measured at cost, being the fair value at 
contract date, and are subsequently re-measured at fair value. All these Shari’ah compliant alternatives 
of derivatives are carried at their fair values as assets where the fair values are positive and as liabilities 
where the fair values are negative. Fair values are generally obtained by reference to quoted market 
prices, discounted cash flow models and recognized pricing models as appropriate. 

The Bank enters into cash flows hedges, which hedge exposure to variability in cash flows that 
are either attributable to a particular risk associated with a recognized asset or liability, or a highly 
probable forecasted transaction that will affect future reported net income.

In order to qualify for hedge accounting, it is required that the hedge should be expected to be highly 
effective, i.e. the changes in fair value or cash flows of the hedging instrument should effectively 
offset corresponding changes in the hedged item and should be reliably measurable. At inception of 
the hedge, the risk management objectives and strategies are documented including the identification 
of the hedging instrument, the related hedged item, the nature of risk being hedged, and how the 
Bank will assess the effectiveness of the hedging relationship. Subsequently, the hedge is required to 
be assessed and determined to be an effective hedge on an ongoing basis.

The Bank’s Shari’ah compliant alternatives of derivatives which do not qualify for hedge accounting 
are recorded at fair value and carried as assets when their fair value is positive and as liabilities when 
their fair value is negative. Changes in fair value of these derivatives are included in ‘Other income’.
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Cash flow hedges
The effective portion of changes in the fair value of Shari’ah compliant alternatives of derivatives that 
are designated and qualify as cash flow hedges are recognised in the cash flow hedging reserve in 
equity. The ineffective part of any gain or loss is recognized immediately in the profit or loss. Amounts 
accumulated in equity are transferred to the profit or loss in the periods in which the hedged item 
affects profit or loss. However, when the forecast transaction that is hedged results in the recognition 
of a non-financial asset or a non-financial liability, the cumulative gains or losses previously deferred 
in equity are transferred from equity and included in the initial measurement of the cost of the asset 
or liability. When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria 
for hedge accounting, the cumulative gains or losses recognised in equity remain in equity until the 
forecast transaction is recognised, in the case of a non-financial asset or a nonfinancial liability, or 
until the forecast transaction affects the profit or loss. If the forecast transaction is no longer expected 
to occur, the cumulative gains or losses recognised in equity are immediately transferred to the profit 
or loss.

Profit distribution
Profits or losses of Mudaraba based depositors’ accounts are calculated and distributed in accordance 
with the proposed Banking Service Agreement between the Bank and the investment account holders. 
A part of the deserved profits relating to the Mudaraba based investment accounts profit can be 
reserved as “Profit Equalization Reserve” and shall be subsequently utilized in order to maintain certain 
level of profit distribution to the account holders. 

Cash and cash equivalents
For the purpose of preparation of the statement of cash flows, cash and cash equivalents are considered 
to be cash and balances with central banks and due from banks.  Cash equivalents are short-term 
liquid investments that are readily convertible to known amounts of cash with original maturities of 
three months or less.

Directors’ remuneration 

of Association of the Bank, the CCL, regulations issued by the CMA and regulations issued by the CBO.

The Annual General Meeting of the Bank shall determine and approve the remuneration and the 

prevailing regulations.

Dividend 

shareholders. Interim dividends are deducted from equity when they are paid. 

the balance sheet date.

Trade and settlement date accounting
All regular way purchases and sales of financial assets are recognised on the trade date, i.e. the date 
that the bank commits to purchase the asset. Regular way purchases or sales are purchases or sales 



of financial assets that require delivery of assets within the time frame generally established by 
regulation or convention in the market place.

Prohibited income
According to the FSSB, the Bank is required to avoid any transaction or activity deemed to be not 
acceptable by Shari’ah and to identify any income from such source and to set it aside in a separate 
account (charity account) to be disposed to charity by the Bank under the supervision of the FSSB (as 
purification amount).

Fiduciary assets
Assets held in trust or in a fiduciary capacity are not treated as assets of the Bank and accordingly are 
not included in these financial projections.  

Foreign currencies
The Bank’s financial projections are presented in RO, which is the Bank’s functional currency. That is 
the currency of the primary economic environment in which the Bank operates. Transactions in foreign 
currencies are initially recorded at the functional currency rate prevailing at the date of the transaction. 
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional 
currency spot rate of exchange ruling at the reporting date. All differences are taken to the statement 
of comprehensive income. Non-monetary items that are measured in terms of historical cost in a 
foreign currency are translated using the exchange rates as at the dates of the initial transactions. 
Non-monetary items measured at fair value in a foreign currency are translated using the exchange 
rates at the date when the fair value is determined.

Financial guarantees
In the ordinary course of business, the Bank provides financial guarantees consisting of letters of 
credit, letters of guarantees and acceptances.  Financial guarantees are initially recognized in the 
financial statements at fair value.  Subsequent to initial recognition, the Bank’s liabilities under such 
guarantees are each measured at the higher of the initial fair value less, when appropriate, cumulative 
amortization calculated to recognize the fee in the statement of comprehensive income in ‘fees 
and commission income’ over the term of the guarantee, and the best estimate of the expenditure 
required to settle any financial obligation arising as a result of the guarantee.

Any increase in the liability relating to financial guarantees is taken to the statement of comprehensive 
income in ‘credit loss expense’. Any financial guarantee liability remaining is recognized in the statement 
of comprehensive income in ‘fees and commission income’ when the guarantee is discharged, cancelled 
or expires.  

3A NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED
A number of new standards, amendments to standards and interpretations are not yet effective, 
and have not been applied in preparing these financial projections. None of these are expected 
to have any material effect on the financial projections of the Bank, with the exception of IFRS 
9 Financial Instruments, published on 12 November 2010 as part of phase I of the International 
Accounting Standard Board’s (“IASB”) comprehensive project to replace IAS 39, which deals with 
classification and measurement of financial assets. The requirements of this standard represent a 
significant change from the existing requirements in IAS 39 in respect of financial assets. The standard 
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contains two primary measurement categories for financial assets: amortised cost and fair value. The 
standard eliminates the existing IAS 39 categories of held to maturity, available-for-sale and loans 

subsequent phases, the IASB will address hedge accounting and impairment of financial assets. The 
financial projections are prepared by applying the existing requirements of IAS 39.

3B SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES
In the process of applying the Bank’s accounting policies, management has used its judgments 
and made estimates in determining the amounts recognised in the financial projections. The most 
significant use of accounting judgments and accounting estimates are as follows:

Impairment losses on financing assets and investments carried at amortised cost
The Bank reviews its financing assets and investments carried at amortised cost at each reporting date 
to assess whether a provision for impairment should be recorded in the profit or loss in relation to any 
non-performing assets.  In particular, judgment by management is required in the estimation of the 
amount and timing of future cash flows when determining the level of individually impaired provisions 
required. Such estimates are necessarily based on assumptions about several factors involving varying 
degrees of judgment and uncertainty, and actual results may differ resulting in future changes to such 
provisions.

These financial assets that have been assessed individually and found not to be impaired and all 
individually insignificant are then assessed collectively, in groups of assets with similar risk characteristics, 
to determine whether provision should be made due to incurred loss events for which there is objective 
evidence but whose effects are not yet evident. The collective assessment takes account of data from 
the portfolio (such as credit quality, levels of arrears, credit utilisation, balance to collateral ratios, 
etc.), concentrations of risks and economic data (including levels of unemployment, real estate prices 
indices and the performance of different individual groups).

Classification and measurement of financial assets
The classification and measurement of the financial assets depend on management’s business model 
for managing its financial assets and on the contractual cash flow characteristics of the financial asset 
assessed. Management is satisfied that the Bank’s investments in securities are appropriately classified 
and measured.

Fair value of financial instruments
Where the fair values of financial assets and financial liabilities recorded on the statement of financial 
position cannot be derived from active markets, they are determined using a variety of valuation 
techniques that include the use of mathematical models. The inputs to these models are derived from 
observable market data where possible, but where observable market data are not available, judgment 
is required to establish fair values. 

Deferred tax assets

taxable profit will be available against which the losses can be utilised. Significant management 
judgment is required to determine the amount of deferred tax assets that can be recognised, based 
upon the likely timing and level of future taxable profits together with future tax planning strategies.
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4) KEY ASSUMPTIONS

been prepared by the Promoters in good faith and with due care and attention, based on assumptions, 
which they consider appropriate. The primary statements have been presented for the period from 
2013 to 2017. The financial projections for 2013 are prepared for a period of nine months and 
details regarding pre- operating expenses, share issue expenses and issue of share capital are set 
out in the notes 4.6, 4.17 and 4.18. The Bank will start its commercial operations during 2013 and 
it is assumed that business will be gradually ramped up during 2013. Accordingly same has been 
factored in computing income and expenses in 2013. The regulatory framework for Islamic Banks 
in Oman is not yet finalised. Accordingly Promoters have taken guidance from regulations applicable 
for conventional banks in Oman and prevailing trends in the region. Thus assumptions used in these 
financial projections are hypothetical assumptions. A careful effort has been made to estimate the 
business and income expected to be generated by the Bank to arrive at the illustrative statements of 
projected income. However, there can be no certainty as to the extent to which the actual results will 
match the projections or whether the assumptions will remain valid. 

4.1) Oil prices
The economy in Oman is mainly oil based. Any fluctuation in the oil prices would have a bearing on 
the economy’s performance. For the purpose of these projections it is assumed that the oil prices 
would not significantly change from the present levels.

4.2) Exchange rate  

4.3) Market share
The Bank’s market share is estimated based on certain percentage of the total forecasted banking 
market of Oman for the projected period. In order to forecast growth in Banking credit, the historical 

share of Islamic credit from 2013 to 2017 are set out below in table 1 and table 2 respectively:

Table 1

2013 2014 2015 2016 2017 CAGR

Oman Banking credit 
(RO mn) 17,782.8 20,098.0 12.2%

Oman Banking 
deposits (RO mn) 20,191.8 12.2%

Source: Estimates
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Based on historical average, credit growth over the five year projection period has been estimated 

analysis assumes that deposit growth will be in line with credit growth.

Table 2

2013 2014 2015 2016 2017

Total Banking credit (RO mn) 17,782.8 20,098.0

Islamic share of total Oman 
Banking credit 4.0% 7.0% 10.0% 14.0% 18.0%

Total Islamic credit (RO mn) 1,244.8 2,009.8 3,143.8
Source: CBO, Islamic Banking Competitiveness Report 2011, Estimates

Oman accounts for approximately 69% of all banking assets, the size of Islamic credit is estimated 

here estimate that the total share of Islamic assets in Oman will reach approximately 18% of assets 
in 2017.

The assumptions related to the Bank’s market share are set out below:

2013 2014 2015 2016 2017

alizz islamic bank share of Banking  
credit 0.8% 1.4% 2.0% 2.8%

alizz islamic bank share of Banking 
deposit 0.6% 1.2% 1.9% 2.8% 3.6%

Source: Estimates

Based on expected total investment in Islamic banking (including Islamic window investments by 
existing banks) and the Bank’s share of capital, it is assumed that the Bank will capture up to 20% 
of the Islamic market.

2013 2014 2015 2016 2017

alizz islamic bank share of Islamic 
Banking credit (RO mn) 126.7 249.0 402.0 628.8 903.2

alizz islamic bank share of Islamic 
deposit (RO mn) 382.8 628.8 903.2

Source: Estimates

Given the start-up nature of the Bank, it is assumed that the Bank will deploy its loan book faster 
than the rate at which it attracts deposits. It is further assumed that, in the first two years, the Bank 
will have sufficient liquidity and will not have to resort to high cost deposits. 
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Credit portfolio
It is assumed that 70% of the total credit disbursals are towards corporate credits. The Bank’s share 
of total Banking credit will be less than 1% in 2013 and will gradually increase to around 3.6% in 
2017. An estimated split of Bank’s credit portfolio is set out below:

Murabaha

Ijara

Istisna’a

Islamic covered card

100%

4.4) Income from credit portfolio 

of income from the bank’s credit portfolio is set out in the following table:

2013 2014 2015 2016 2017

Murabaha income 11,703 18,469 27,368

Istisna’a income 184 1,377 2,172 3,212

Ijara income 614 2,664 7,194 10,649

Islamic covered card 43 127 219

Income from due from banks - 32 40 46

Total 2,430 10,461 17,892 28,220 41,786
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4.5) Fee, commission and other income
Fee and commission income includes income earned from trade finance, foreign exchange income, 
arrangement fees, bancassurance, investment and related advisory services fee. Traditionally, for Omani 
commercial banks, non interest income as a percentage of total assets has averaged approximately 
1.1% (over 2010-11). This income comprises income from investments in equities, trade finance 
income, fee and commission income and other banking service income (forex, remittance, etc). The 
related assumptions for fee, commission and other income are set out below:

2013 2014 2015 2016 2017

Total fee, commission and other 
income as a percentage of total 
assets 0.8% 1.1% 1.1% 1.1% 1.1%

Fee, commission and other income 
comprises of:

Fee and commission income  1,034 3,274 4,401

Other banking service income 343 1,376 2,038 3,111

Income from investment in equities 113 380

Income from trade finance 109 728 1,112
Source: alizz islamic bank

4.6) Pre-operating expenses

commencement of commercial operations and are disclosed in projected statement of changes in 
equity as an opening balance as at 1 April 2013.

of commercial operations and office rentals incurred prior to commencement of commercial 
operations. Salaries have been budgeted for 20 senior management level employees (at an annual 
average salary of RO 60,000)

square meters at an average monthly rental of RO 8 per square meter.
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fees (advisors and consultants fees). These expenses would be incurred by the Bank prior to 
operations in order to ensure a successful rollout.

Nature of expense Amount (RO’000)

Professionals’ fees 1,000

Salaries incurred prior to operations 600

Constituent expenses 400

Marketing and advertising 328

Office rentals incurred prior to operations 72

Total 2,400
Source: alizz islamic bank

4.7) Employee costs

2017.

industry benchmarks.

2013 2014 2015 2016 2017

Employees at branches 1 2 48 84 108 120

Employees at kiosks 3 27 33 36

Employees at head office 63 111 141

Total employees 60 126 222 282 312

Annual compensation per employee 
(uninflated) 30,000 26,000 26,000 26,000 26,000

Escalation in staff costs

Total Staff costs (RO ‘000) 1, 418 3,139 8,438 10,104

Source: alizz islamic bank
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4.8) Other operating expenses
Operating expenses are assumed based on estimated average number of employees per branch for 
the Bank. The estimates are based on analysis of the existing market trends for conventional banks. 
Following assumptions are made by the Bank for operating expenses:

(RO’000) 2013 2014 2015 2016 2017

Average employees per branch for 
alizz islamic bank 60 32 32 31 31

Operating cost per branch for alizz 
islamic bank 472

Operating expenses 649 1,890 3,463 

Inflation 4% 4% 4% 4% 4%
Source: alizz islamic bank

4.9) Allowance for impairment 
Allowance on impaired Murabaha, Istisna’a and Ijara assets and Islamic covered cards is projected to 
grow throughout the projection period. Projected allowances for impairment have been assessed in 
compliance with current CBO regulations and the relevant requirements of IFRS. 

The financial projections assume 1% and 2% collective allowance for the Bank’s corporate and 
retail loan book, respectively as per CBO’s regulations for conventional banks. Specific allowances are 

The related assumptions for impairment allowance on credit portfolio are set out as below:

2013 2014 2015 2016 2017

Gross Islamic finance (RO mn) 126,704 248,960 401,961 903,233

Non performing loans as a 
percentage of gross loans 0.00% 0.00% 0.40% 0.60% 1.00%

Non performing loans (RO mn) 0.0 0.0 1,608 3,773 9,032 

Cumulative specific allowance 0.0 0.0 402 3,201

Cumulative collective allowance 
(RO mn) 3,248 11,669

Total allowance for impairment 
(cumulative) 3,248 14,870 

Net Islamic finance (RO mn) 888,363
Source: alizz islamic bank
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4.10) Cash and balances with the CBO and due from bank’s
Cash and balances with CBO and due from bank’s will be in accordance with the regulatory requirements. 
The effective yield on due from bank’s is assumed to be 0.10%.

4.11) Investments
It is assumed that surplus funds will be invested in Shari’ah compliant Equity investments and Sukuks 
in accordance with the regulatory and Shari’ah committee requirements. The average returns on 
investment in Sukuk and Equity are assumed to be 4% and 6%, respectively. It is further assumed 
that out of total income from equities, dividend income will be 4% and fair value gains will be 2%, 
respectively. It is further assumed that income from Sukuk will be 4% throughout the projection 
period.

The Bank has assumed the following income to accrue from its investments in Sukuks. 

(RO ‘000s) 2013 2014 2015 2016 2017

Investments in Sukuk

% of net worth 3.00% 4.00%

Amount (RO ‘000) 3,000 3,897

% return 4.00% 4.00% 4.00% 4.00% 4.00%
Source: alizz islamic bank

Currently CBO allows upto 10% of a conventional bank’s net worth to be deployed in debt instruments. 

The Bank has assumed only 3% of its net worth will be invested in these Sukuk instruments during 
its first year of operations due to limited options available. Even the corporate bond market in Oman is 
not sufficiently developed to allow conventional banks to reach the investment ceiling. The Bank has 

As the Bank grows, it has been assumed that the Bank’s investments (as a percentage of its net 
worth) will increase in line with the development of the Sukuk market. The total investments in Sukuk 

of projections. 

The Bank has assumed the following income to accrue from its investments in equities. 

(RO ‘000s) 2013 2014 2015 2016 2017

Investment in equities

% of net worth 8.00% 10.00% 12.00%

Amount (RO ‘000) 7,671 9,743 12,086

% return 6.00% 6.00% 6.00% 6.00% 6.00%
Source: alizz islamic bank
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Similar to investments in Sukuk, the CBO currently allows for conventional banks a maximum 

outside the country. The table above shows the Bank’s proposed investments in Shari’ah compliant 
equities. 

The projections assume that the Bank will fully deploy its investments in international (Shari’ah 

The projections do not assume that the Bank will reach its cap (on investment in equities) as it is 
unclear if sufficient Shari’ah compliant equities would be available in the local market for investment 
purpose. 

4.12) Capital expenditure

4.13) Number of branches and ATMs

region.

branches versus one big branch. 

up a branch.

out as below:

2013 2014 2015 2016 2017

Number of branches 1 4 7 9 10

Number of kiosks 1 9 11 12
Source: alizz islamic bank, Company reports



4.14) Customer deposits
Customer deposit portfolio requirements are estimated based on the extent of lending and liquidity 
requirements. The Bank’s market share for customer deposits is expected to be similar to credit 

Categories of customer deposit accounts (current accounts, short term investment accounts (ST) and 
long term investment accounts (LT) are assumed based on the category trends of other commercial 
banks in Oman. Following assumptions are made by the Bank for deposit mix:

Year Current accounts ST investment accounts LT investment accounts

2013

2014

40.0% 30.0% 30.0%

2016 28.8% 28.8%

2017
Source: alizz islamic bank

projections, are calculated and distributed in accordance with the expected Banking service agreement 

statement of comprehensive income, net of Mudarib fee.

4.15) Dividend payout
The Bank would maintain a dividend policy consistent with BIS capital adequacy and the CBO 
regulations. Currently dividend payouts are not factored in these financial projections.

4.16) Taxation 
The Bank will be liable for income tax in accordance with the income tax laws of Oman. The tax rate 
applicable to conventional banks is 12%. For determining the tax expense, the accounting profit has 
been adjusted for tax purposes. Adjustments for tax purposes include items relating to both income 
and expense.  After giving effect to these adjustments, the average effective tax rate is estimated as 
follows: 

2013 2014 2015 2016 2017

Current tax             -          - 1,043 2,260

191 349 (29) (103)

Income tax for the year 191 408 1,014

Effective tax rate 12.00% 11.01% 11.04% 11.44% 11.61%

The deferred tax liability has been recognised at the effective rate of 12%.
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4.17) Share capital
The Bank will raise RO 100,000,000 towards its share capital in 2012.

The bank has projected issue expense of RO 1,700,000, of which RO 800,000 will recovered from 
the public and Promoters will voluntarily contribute RO 1,200,000 towards the issue expenses. The 
excess recovery amounting to RO 300,000 towards issue expenses in 2012 is transferred to legal 
reserve and is disclosed separately as an opening balance as at 1 April 2013 in the statement of 
changes in equity. An analysis of share issue expenses is set out below: 

Estimated expenses of the IPO OMR

Issue management fees 600,000

Subscription bank fees 120,000

40,000

Other professional adviser fees 140,000

Marketing, printing and advertising expenses

306,000

Other expenses (Contingency) 244,000

Total estimated expenses of the IPO 1,700,000

4.18) Legal reserves
In accordance with the CCL of Oman the Bank is required to transfer 10% of its profit for the year 
to legal reserve until the accumulated balance of the reserve equals one third of the Bank’s paid up 
share capital. As permitted by the CCL, the Bank intends to transfer the excess of share issue proceeds 
received over related expenses to its legal reserve. The reserve is not available for distribution.

4.19) Capital adequacy ratio
It is assumed that the Bank will meet the capital adequacy requirement for conventional banks for at 
least 12%.

4.20) Sensitivity analysis
The projections have been analysed for sensitivity as follows:

4.20.1 Sensitivity to profit rate on deposits

  Total assets RO mn 
(Year 5)

Net profit RO mn 
(Year 5)

Return on equity 
(Year 5)

Return on assets 
(Year 5)

Se
ns

iti
vi

ty
 to

 p
ro

fit
 

ra
te

 o
n 

de
po

sit
s -10.0% 17,403 14.7% 2.0%

16,909 14.4% 1.9%

0.0% 1,033,849 16,416 14.1% 1.8%

1,032,746 13.7% 1.8%

10.0% 1,031,639 13.4% 1.7%
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4.20.2 Sensitivity to profit rate on credit

  Total assets RO mn 
(Year 5)

Net profit RO mn 
(Year 5)

Return on equity 
(Year 5)

Return on assets 
(Year 5)

Se
ns

iti
vi

ty
 to

 
pr

of
it 

ra
te

 o
n 

cr
ed

it -10.0% 12,297 11.2% 1.4%

1,029,828 12.6% 1.6%

0.0% 1,033,849 16,416 14.1% 1.8%

1,037,873 18,480 2.1%

10.0% 1,041,902 16.7% 2.3%

4.20.3 Sensitivity to staff costs

  Total assets RO mn 
(Year 5)

Net profit RO mn 
(Year 5)

Return on equity 
(Year 5)

Return on assets 
(Year 5)

Se
ns

iti
vi

ty
 to

 
 s

ta
ff

 c
os

ts

-10.0% 1,036,366 17,441 14.6% 2.0%

16,928 14.3% 1.9%

0.0% 1,033,849 16,416 14.1% 1.8%

1,032,617 13.8% 1.8%

10.0% 1,031,389 1.7%

4.20.4 Sensitivity to changes in non-performing loans

  Total assets RO mn 
(Year 5)

Net profit RO mn 
(Year 5)

Return on equity 
(Year 5)

Return on assets 
(Year 5)

Se
ns

iti
vi

ty
 to

 
ch

an
ge

s 
in

 n
on

 
pe

rf
or

m
in

g 
lo

an
s -10.0% 1,034,214 16,643 14.2% 1.9%

1,034,032 14.1% 1.9%

0.0% 1,033,849 16,416 14.1% 1.8%

1,033,667 16,302 14.0% 1.8%

10.0% 1,033,484 16,188 13.9% 1.8%
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Annexure 2

Reconciliation between IFRS and AAOIFI financial statements

The variance is primarily due to the difference in income recognition between straight line method 
(AAOIFI) and reducing balance method (IFRS). Cash position is the same using both methods, as 
customer payments are unchanged. The difference is recognition of customer payments as profit 
versus financing repayments.

Note:

used for income recognition.

2013 2014 2015 2016 2017

AAOIFI IFRS Variance AAOIFI IFRS Variance AAOIFI IFRS Variance AAOIFI IFRS Variance AAOIFI IFRS Variance

Note Income Statement

a Income from 
financing activities  2,430  (1,076)  10,446  17,861  (4,896)  22,147  28,181  (6,034)  33,349  41,741  (8,392)

e Tax  (404)  129  (401)  191  (770)  409  1,179  (889)  1,014  1,903  2,910 

 (947)  (3,263)  (3,717)  (4,130)  (5,482)

Balance Sheet

b Murabaha receivables  81,283  718  3,226 392,732  14,616 

b Istisna’a reveivables  11,880  22,918  23,343  36,709  943  1,682  81,729  84,394  2,666 

b Investment in Ijara 
assets  30,990  31,263  273  60,148  61,428  1,280  99,084  2,626  4,393 222,091  6,968 

d  -  -  -  -  -  -  -  266  (266)  -  237  (237)  -  134  (134)

d  404  (129)  804  83  (721)  1,634  -  (1,634)  -  - 

Less BS difference 
carried forward  -  (947)  (4,210)  (7,926)

 947  3,263  3,716  4,130  5,481 

Cashflow statement

c Net increase in cash 
and cash equivalents (42,921) (42,921)  0 (33,331) (33,331)  (0)  0  0  - 

c Opening balance  97,900  97,900  -  0  21,649  21,649  -  -  - 

c Closing balance  0  21,649  21,649  -  -  -  - 

 0  (0)  0  0  - 

Net amount  (0)  (0)  (0)  (1)  (1)
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The financial statements of the Bank have been prepared using IFRS and AAOIFI. For the purposes 
of these financial statements, the following are the significant differences between IFRS and AAOIFI.

a) Reconciliation of income from financing activities

2013 2014 2015 2016 2017

Income from financing activities as 
per AAOIFI 22,147 33,349

Income from financing activities as 
per IFRS 2,430 10,446 17,861 28,181 41,741

Variance (1,076) (3,855) (4,896) (6,034) (8,392)

b) Reconciliation of Islamic finance receivables 

2013 2014 2015 2016 2017

Islamic financing receivables  
as per AAOIFI 600,301

Islamic financing receivables  
as per IFRS 124,426 244,482 616,161 883,921

 
carried forward (1,076) (4,930) (9,826)

Variance (1,076) (3,855) (4,896) (6,034) (8,392)

c) Statement of cash flow
There is no difference in the cash flow position of the Bank under either accounting standards. 
The difference is in the recognition of income versus repayments. The cash payments made by the 
customers is the same under both accounting treatments, thus the cash flow position of the bank is 
the same.

d) Taxation

2013 2014 2015 2016 2017

Tax as per AAOIFI 643 400 766 889

Tax as per IFRS (192) (413)

Variance 129 592 1179 1904 2911
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e) Deferred Tax liability (DTL) and Deferred tax Asset (DTA)

2013 2014 2015 2016 2017

643 1,043 1,809

- - - - -

Net DTA / (DTL) as per AAOIFI 643 1,043 1,809 3,566 6,580

322 - - -

- - 91 237 134

Net DTA / (DTL) as per IFRS 514 322 (91) (237) (134)

Less Cumulative Difference carried 
forward 129 721 1900 3803

Variance 129 592 1179 1903 2911
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Annexure 3

Key Islamic financial contracts

Introduction to Murabaha 

Structure of Murabaha (trade with cost plus declared profit) 
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Introduction to Mudaraba

Structure of Mudaraba (profit sharing agreement)
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Introduction to Musharaka

Structure of Musharaka (equity participation)
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Introduction to Ijarah

Structure of Ijarah (renting for beneficial use)



Introduction to Salam and Parallel Salam

Structure of Salam and Parallel Salam (deferred sale contracts)
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Istisna’a and Parallel Istisna’a

Structure of Istisna’a and Parallel Istisna’a (construction/project finance)
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Introduction to URIAs 

Structure of URIAs






