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i
FINANCIAL HIGHLIGHTS 1991 1990 | '

Shareholders Equity* 5,141 5,074 |
|

Operating Profit 763 352
Loan Loss Provision (General Provision 232,000) 252 70 )

— Profit for the Year 511 282 |
Proposed Dividend 400 200 | |
.Total Assets 46,797 35,427 |
Deposits from Customers ' 36,282 27,833 |
Loans and Advances (Net of Provisions) 28,981 20,582 |

* Share capital increased to R.0.15 Million in February, 1992. ;i

BANK DHOFAR AL-OMANI AL-FRANSI (S.A.0.C.)

Tel :

Ruwi High Street Branch
P.O.Box :4442 - Ruwi

Tel : 701892, 701090,
Fax:701892
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CHAIRMAN'S REPORT

On behalf of the Board of Directors, | am pleased to present the
Annual Report of Bank Dhofar Al-Omani Al-Fransi (SAOC) for the year
ended December 31st, 1991.

We are very proud of the achievements which have been made
during the year. These results would not have been possible without
a clear vision and a definite strategy aimed at furthering the
development and progress of our beloved country.

The results show a healthy increase in both deposits and loans and
advances. The goals which were laid out a year ago, have all been
attained. As a result of this, we are now one of the most efficient and
progressive banks in the Sultanate.

Of the goals mentioned above, the most important was the need to
expand our operations. In keeping with this, therefore, in February
1992 the Bank has increased its share capital from R.0.5 million to
R.0.15 million and completed an agreement whereby we acquired
the assets of a bank, which was previously operating in the Sultanate.
This acquisition will allow us to expand our network of operations into
all the major geographical areas of Oman.

These accomplishments have been made possible through the
dedication and sincere efforts of our employees. Our human
resources are vital to the bank and we have on-going training and
Omanisation programmes to maintain the high standards.

The existing computer systems are to be upgraded in the near future
in order to be able to adequately handle the large increase in
customer activity resultant from the acquisition.

The foundations have now been laid onto which can now be built a
major institution which will, during the coming years, continue to play
an active role in the development and future expansion of Oman.

The Board wishes to record its gratitude to His Majesty Sultan
Qaboos Bin Said, the Government and the Central Bank of Oman.

Thanks are also due to our valued shareholders, esteemed
customers and the conscientious management and staff of the Bank.

A oD \le

CHAIRMAN

MANAGEMENT REVIEW
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The second year of operation has witnessed success and growth, in
excess of the banking industry average for the Sultanate. This is
reflected in the attached financial statements.

The total assets of the Bank increased by 32.1%. The increase is
evident in all areas with loans and advances granted to customers
increasing by 40.8% and deposits (in both local and foreign
currencies) from customers increasing by 30.4%.

In accordance with one of our major goals, the development of the
country, the Bank has been actively engaged in assistingtrading and
other economic activities. The Bank's contingent liabilities, letters-of-
credit and guarantees have shown a 22.6% increase.

The Bank has made every effort to increase its efficiency and this is
borne out by the net profit margin increasing from 11.4% to 12.3%.
The net profit after loan provisions showed an 81.2% increase over
the previous year.

Pursuant to our commitment to the development of Oman and the
completion of the infrastructure of the Sultanate, we have
participated in the financing of geographical and geological mapping
surveys of the country, road construction, oil exploration and drilling
and rural electrification.

Bank Dhofar Al-Omani Al-Fransi (SAOC) succeeded in becoming the
lead bank in the largest syndicated loan for oil exploration granted in
Oman. The loan was issued for the National Drilling Company project
which specialises in oil field development.

The dynamic growth of the Bank in all areas has necessitated the
recruitment of high calibre staff, especially educated and trained
Omanis.

To keep pace with this growth, we are embarking on a major
upgrading of our computer systems.

At Bank Dhofar, we are proud of our performance over the two years
of being in operation. These accomplishments would not have been
possible without the clear vision and strategic guidance of the Board
of Directors.




Keeping Industry in top gear

Committed to rural electrification

Active involvement in financing
geographical and geolegical mapping
surveys of the Sultanate.

X / 7

Fast and efficient service

Bank Dhofar Al-Omani Al-
Fransi (SAOC) was the
lead bank in the largest
syndicated loan granted
for oil exploration
activities in the Sultanate
of Oman.




Report of the Auditors
to the Members of
Bank Dhofar Al-Omani Al-Fransi (SAOC)

We have audited the financial statements set out on pages 9 to 20 in
accordance with International Standards on Auditing.

In our opinion, the financial statements present fairly the financial
position of Bank Dhofar Al-Omani Al-Fransi (SAOC) at 31st
December, 1991 and the result of its operations for the year then
ended in accordance with International Accounting Standards and
comply with the Commercial Companies Law of 1974.

PEAT MARWICK MITCHELL & CO.
9th February , 1992

Balance Sheet
at 31st December 1991

1990 1991 Assets Notes 1991 1990
USD '000 UsD '000 RO '000 RO '000
883 551 Cash 14 212 340
1,558 12,987 Treasury bills 14 5,000 600
34,839 29,140 Due from banks 4 & 14 11,219 13,413
53,460 75,275 Loans & advances 5&14 28,981 20,582
- 2,834 Investment securities 6&14 1,091 -
387 270 Tangible fixed assets 7 104 149
891 494 QOther assets 8 190 343
92,018 121,551 Total assets 46,797 35,427
Liabilities
72,293 94,239 Deposits & other accounts 9&14 36,282 27,833
4,826 9,938 Due to banks 14 3,826 1,858
519 1,039 Proposed dividend 400 200
1,200 2,982 Other liabilities 10 1,148 462
78,838 108,198 Total liabilities 41,656 30,353
Shareholders equity
12,987 12,987 Share Capital 11 5,000 5,000
Fies 205 Legal reserve 12 79 28
120 161 Profit & loss account 62 46
13,180 13,353 Total shareholders equity 5,141 5,074
Total liabilities &
92,018 121,551 shareholders equity 46,797 35,427
112,322 137,681 Contingent liabilities 13 53,007 43,244

The notes on pages 12 to 20 form part of these financial statements.

The report of the auditors is set forth on page 8.
These financial statements were approved by the Board of Directors on February 9th,1992..

\
e D e INE —
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Chairman

General Manager




Profit & Loss Account

for the year ended 31st December 1991

1990 1991
US$'000 US$'000
5,692 9,101
829 1,434
6,421 10,535
3,816 6,169
28 80
1,488 2,047
52 52
122 205
5,506 8,553
915 1,982
" (52)
(182) (603)
733 1,327

. 120
733 1,447
73 133

- 78

21 36
519 1,039
613 1,286
161

120

Income

Interest
Other Income 15

Expenses

Interest expense

Commission & fee expenses

Staff, administration & other costs 16
Management fee

Depreciation 7

Operating profit for the year
Specific provision-loans and advances 5
General provision-loans and advances 5

Profit for the year

Unappropriated profits brought
forward

Profit available for
appropriation

Proposed appropriations :

Legal reserve 12
Directors fees

Management fee

Dividend

Unappropriated profits carried
forward

The notes on pages 12 to 20 form part of these financial statements.
The report of the Auditors is set forth on page 8.

10

Notes

1991 1990
RO’000 RO’000
3,504 2,153
552 319
4,056 2,472
2,375 1,469
31 11
788 573
20 20
79 47
3,293 2,120
763 352
(20) -
(232) (70)
511 282
46 .
557 282
51 28
30 .
14 8
400 200
495 236
62 46

Statement of changes in financial position

for the year ended December 31, 1991

1990 1991

USD '000  USD '000

(-3

732 1,327

i 182 655
| 122 205
3 (3)

| 1,036 2,184
12,987 =

3 16

14,026 2,200

(512) (101)

. (519)

- (21)

; (2,834)

13,514 (1,275)

30,896 (11,143)

1,558 11,429

54,533 22,073

(73.473) (23.634)

13,514 (1,275)

Source of funds

Profit for the year

Add : ltems not involving the movement
of funds

Provisions for loans & advances
Depreciation

Profit on sale of fixed assets

Funds generated from operations

Funds from other sources

Issue of shares
Sale of tangible fixed assets

Application of funds

Purchase of tangible fixed assets
Dividend paid

Management fee paid
Investments purchased

(Decrease) / increase In net banking
assets

Components of (decrease) / increase in
net banking assets

Cash & deposils with banks
Treasury bills

Loans, advances & other assets
Deposits & other liabilities

The notes on page 12 to 20 form part of the financial statement

The auditor's report is set forth on page 8.

1991 1990
RO '000 RO '000
511 282
252 70
79 47
(1) ¥
841 399

= 5,000

6 1
847 5,400
(39) (197)
(200) =
(8) .
(1,091) .
491 5,203
(4,290) 11,895
4,400 600
8,498 20,995
(9,099) (28,287)
(491) 5,203
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Notes to the Financial Statements
for the year ended December 31, 1991

1. LEGAL STATUS AND PRINCIPAL ACTIVITIES

Bank Dhofar Al-Omani Al-Fransi (SAQOC) (the Bank) is
incorporated in the Sultanate ¢f Oman as a closed joint stock
company and is principally engaged in corporate and retail
banking activities within the Sultanate of Oman. During the year,
the Board of Directors of the Bank has approved in principle to
expand its network of branches geographically within the
Sultanate of Oman.

The Bank is currently negotiating an acquisition in accordance
with this strategy.

2. MANAGEMENT AGREEMENT

Under the terms of a Management Agreement (the Agreement)
dated 1st January 1990 between the Bank and Banque Paribas-
Paris (Paribas), 30% shareholders of the Bank, the Bank is
provided amongst other things with advice and assistance in
respect of its operations in the Sultanate of Oman.

A management fee is payable under the Agreement which is for
a term of five years.

3. PRINCIPAL ACCOUNTING POLICIES

The following accounting policies, which comply with
International Accounting Standards, have been consistently
applied in dealing with items which are considered material in
relation to the Bank's financial statements.

a) Basis of accounting

These financial statements have been prepared under the
historical cost accounting rules.

b) Revenue recognition

Interest income and expense is recognised on an accrual basis.
Interest income is reserved when the recovery of interest or
principal is in doubt. Reserved interest is only released to income
when the interest is received. Advances are returned to the
accruals basis only when doubt about recoverability is removed.
Commission and fees received and paid and dividends received
are recognised when due.

c) Provisions for loans and advances.

Loans and advances are stated net of provision for potential
loan losses and reserved interest.

The bank establishes specific provisions for identified loans and
advances for which recoverability is considered doubtful and a
general provision for the inherent risk in the portfolio.

Loans and advances are written off only when management
consider they are unrecoverable.

Notes to the Financial Statements (continued)

d) Fixed assets and depreciation

Fixed assets stated at cost less accumulated depreciation.
Depreciation is calculated so as to write off the cost of tangible
fixed assets by equal instalments over their estimated useful
economic lives as follows :

Years
Machinery & equipment 3-4
Motor vehicles 4
Furniture & 3-7

fixtures
e) Investment securities

Long term investment securities are stated at cost less any
permanent diminution in the value of the investments, where
applicable.

f) Taxation

The Bank has been granted an exemption from taxation for a
period of five years up to 1994. Accordingly, no provision for
taxation has been made in these financial statements.

g) Pre-operating expenses

Pre-operating expenses are written off over a period of three
years from the date of incorporation. The unamortized balance is
included in other assets.

h) Other assets

Assets acquired in settlement of loans and advances are
included in other assets.

i) Staff terminal benefits

Provision for staff terminal benefits, included in other liabilities, is
based on the liability that would arise if the employment of all staff
were terminated at the balance sheet date.

i) Directors fees

In accordance with the Oman Commercial Companies Law of
1974 Directors fees have been disclosed as an appropriation of
profit.

k) Foreign currencies

Transactions denominated in foreign currencies are converted
into Rial Omani and recorded at rates of exchange ruling at the
date of transaction. Assets and liabilities denominated in foreign
currencies are converted into Rial Omani at exchange rates ruling
on the balance sheet date. Realised and unrealised exchange
gains and losses have been dealt with in the profit and loss
account.

13
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Notes to the Financial Statements (continued)

4. Due from banks

Due from Central Bank of Oman
Due from other banks

5. Loans & advances

Overdrafts

Loans

Loans against trust receipts
Bills discounted

Bills under negotiation

Gross loans & advances

Less : Provision for loans & advances

Balance at 1st January
Provided during the year - specific
- general

Less : Reserved interest

Balance at 1st January
Reserved during the year
Recovered during the year

Net loans & advances

Net loans & advances comprise :

Irregular advances on which interest is
reserved

Less : Provision for potential loan losses on
specific advances
Reserved interest

Add : Regular advances

Less : Provision for inherent risk in the
loans & advances portfolio

6. Investment securities

-

Government bonds
Investments in marketable securities at
cost (market value RO.91,000)

1991 1990

RO.'000  RO.'000

2,223 1,087

8,996 _ 12,326

11,219 13,413

1991 1990

RO.'000 RO.'000

13,288 11,401

9,223 5,334

2,089 3,614

4,264 147

443 205

29307 _ 20,701

70 ’

20 -

232 70

322 70

49 -

4 49

(49) =

4 49

28,981 20,582

61 480

(20) -

(4) (49)

37 431

29,246 20,221

(302) (70)

28,981 20,582

1991 1990

RO.'000  RO.'000
1,000
91

1,091

Notes to the Financlal Statements (continued)

7. Tangible fixed assets

Cost

As at 1st January 1991
Additions
Disposals

At 31st December 1991

Depreciation

As at 1st January 1991
Charge for the year
Disposals

At 31st December 1991
Net book value

At 31st December 1991

At 31st December 1990

8. Other Assets

Accrued interest receivable
Prepayments & deposits
Others

9. Deposits & other accounts

Current accounts
Savings accounts
Call accounts
Term deposits
Cthers (margin)

Machinery & Motor
Equipment  vehicles
RO.'000 RO.'000
79 36

10 13

- (6)

89 43

21 8

41 10

- (@)

62 16

27 27

58 28

Furniture & Total
Fixtures

RO.'000 RO.'000
80 195

16 39

(1) (7)

95 227

17 46

28 79

(1) (2)

45 123

50 104

63 149

1991 1990
RO.'000 RO.’000
68 91

55 32

67 220

190 343
1991 1990
RO.'000 RO.'000
5,610 2,252
348 225
3,319 2,120
26,499 22,923
506 313
_36282 27,833
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Notes to the Financial Statements (continued)

10. Other liabilities

Accrued interest payable
Staff terminal benefits
Directors fees

Others

11. Share Capital

The authorised and issued share capital comprises 5,000,000 shares of RO.1/- each.
Subsequent to the year end the Members have resolved at an Extraordinary General

1991 1990
RO.'000 RO.'000
498 228

27 8

30 -

593 226
1,148 462

Meeting to increase the Bank's share capital to RO. 15,000,000/-.

12. Legal reserve

Balance at 1st January
Appropriation for the year

Balance at 31st December

1990
RO.'000

28

28

Article 106 of the Commercial Companies Law of 1974 requires that 10% of a
company’s net profit be transferred to a non-distributable legal reserve until the amount
of the legal reserve becomes equal to one third of the company's issued share capital.

13. Contingent liabilities

Guarantees - Shipping & Israeli boycott

Tender bonds
Performance bonds
Advance payment
Others

Letters of credit
Acceptances

1991 1990
RO.'000 RO.'000
2,318 327
1,267 701
9,509 10,433
4,501 2,972
4,276 7576
28,528 18907
2,608 2,328
53,007 43,244

The above includes amounts totalling RO.11,434,000 (1990 RO.16,081,000) counter-

guaranteed by other banks.

Notes to the Financlal Statements {continued)

14. Analysis of assets and liabilities
a) Maturity analysis

Assets Liabilities
Cash, Treasury bills due Gross loans Deposits & Due to
from banks & & advances other banks
investment securities accounts
RO.'000 RO.'000 RO.'000 RO.'000
31st December 1991
Due on demand 2,561 15,517 6,462 411
Due within 7 days 1,269 5,471 9,525 450
Due within 8-30 days 7,021 1,684 7,703 -
Due within 2-3 months 3,671 3,083 5,479 -
Due within 4-6 months 2,000 839 6,535 -
Due within 7-12 months - 1,141 578 2,965
Over 1 year 1,000 1,572 - -
17,522 29,307 36,282 3,826
31st December 1990
Due on demand 1,868 14,266 2,809 273
Due within 7 days 7,206 125 12,496 1,585
Due within 8-30 days 4,509 1,218 8,930 s
Due within 2-3 months 434 414 841
Due within 4-6 months 336 2,505 515 -
Due within 7-12 months - 1,651 2,242
Over 1 year 522 -
14,353 ~ 20,701 27,833 1,858
b) Geographical concentrations
Assets Liabilities
Cash,Treasury bills  Gross loans Deposits Due to banks Off
due from banks & & advances & other Balance
investment accounts Sheet
securities items
RO '000 RO '000 RO '000 RO '000 RO '000
31st December 1991
Sultanate of Oman 6,964 26,162 35,784 470 53,007
Other GCC countries 5,209 3,145 148 3,008 -
Europe & N.America 5,349 - 350 348 -
17,5622 29,307 36,282 3,826 53,007
31st December 1990
Sultanate of Oman 5,970 20,701 27,298 1,593 43,244
Other GCC countries 2,006 - 162 3 -
Europe & N.America 6,201 373 262
Africa & Asia 176 - - - -
14,353 20,701 27,833 1,858 43,244

17




Notes to the Financial Statements (continued)
Analysis of assets and liabilities {continued)

¢) Customer concentrations

Assets Liabilitles
Cash, Treasury bills  Gross loans Deposits & Due 1o Off
due from banks & & advances other banks Balance
investment accounts Sheet
seCL_Jrrities items
RO '000 RO '000 RO '000 RO '000 RO '000
31st December 1991
Personal - 5,428 12,798 - 291
Corporate 8,299 20,720 13,928 3,826 29,687
Government 9,223 3,159 9,556 - 23,029
17,522 29,307 36,282 3,826 53.007
31st December 1990
Personal - 3,575 12,460 - 25
Corporate 12,666 16,418 11,130 1,857 30,461
Government 1,687 708 4,243 - 12,758
14,353 20,701 27,833 1,857 43,244
d) Economic sector concentrations
Assets Liabilities
Gross loans & advances Deposits & other Off Balance Sheet
accounts. items
RO '000 RO '000 RO '000
31st December 1991
Personal 5,428 12,798 291
Import trade 16,359 - 10,577
Construction 2,335 13,928 3,209
Financial services 1,082 - 100
Government 3,159 9,556 23,029
Others 944 - 15,801
29,307 36,282 53,007
31st December 1990
Personal 3,675 12,460 25
Import trade 10,647 - 8,498
Construction 3,107 11,130 10,291
Financial services 2,433 - 100
Government 708 4,243 12,758
Others 231 - 11,572
20,701 27,833 _ 43,244

A,

Notes to the Financial Statements (continued)

e) Foreigh currency exposures

Net assets denominated in US dollars
Net liabilities denominated in other currencies

15. Other Income

Net gains from foreign exchange dealings
Fees & commissions
Other operating income

16. Staff, administration & other costs

Staff costs
Establishment costs
General administrative costs

17. Taxation

1991 1990
RO '000 RO '000
1,761 1,504
(62) (382)
1,699 1,122
1991 1990
RO'000 RO '000
168 140
344 179

40 3

552 319
1991 1990
RO '000 RO '000
485 325

88 77

215 171
788 573

The bank has been granted an exemption from taxation for a period of five
years upto 1994. Accordingly, no provision for taxation has been made in

these financial statements.

18. Commitments

Credit tacilities

Irrevocable commitments to provide credit facilities

Capital expenditure

Contracted
Not contracted

Foreign exchange
Commitments on behalf of customers
Forward purchases

Forward sales

1991 1990
RO '000 RO '000
1,267 936
1,302 931

19
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Notes to the Financial Statements (continued)

19. Related party transactions

In the ordinary course of business the Bank conducts transactions
with certain of its Directors/Members and companies in which they
have significant interest; such transactions are on commercial
terms. The aggregate amount of balances with such related

parties is :
1991 1990
RO '000 RO '000
Loans 1,168 2,150
Deposits 2,244 795
Due from banks 1,695 81
Due to banks 252 265

20. Comparative figures

Certain comparative figures have been restated to conform with
the current year's method of presentation.
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