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Bank Sahar

Bank Sohar SAOG

BOARD OF DIRECTORS REPORT

Dear Shareholders,

I am glad to share with you the results achieved by your Bank in the first quarter of its
operation for the period ended June 30", 2007.

The Bank was incorporated in March’2007 after the initial public offering in December’2006.
On 9th April’2007, within 40 days of incorporation, the Bank had a soft launch with limited
products. This was followed by a formal inauguration of the Bank on 9" May 2007 by His
Excellency Dr Ali Mohammed Moosa, Deputy Chairman, Central Bank of Oman and
Minister of Health.

The net loss for the period ended 30" June’ 2007 is OMR 2180 K. This is arrived at after
non-specific credit loss provisioning of OMR 1704K and write off of pre-incorporation and
pre-commencement expenses amounting to OMR 931K. However, I am delighted to point
out that, before the above adjustments, the Bank has made an operating profit of OMR
455K. This has been achieved primarily by fast ramp up in growth of customer credit arising
from strategic segmentation and equal focus on lending and fee based services. Despite the
sharp growth in business, the Bank managed to contain operating expenses (before pre-
incorporation and pre-commencement expenses) to 72.5% of total income for the period

With only one operational branch, in a span of 80 days, the Bank built a total customer
credit exposure of OMR 105.3 Mio and a customer deposit of OMR 117.6 Mio, servicing a
total of 3556 customers with 5990 accounts. The savings deposits have built up by an
impressive OMR 6.4 Mio. This performance translates to a market share of 2.2 % of total
customer credit exposure in the private sector and 2.5 % of deposits in the private sector.

The end of the quarter also saw the launch of A/ Mumayaz, prize scheme for savings bank
account holders and A/ Mumayaz educational loans providing an opportunity for meritorious
students to pursue their goals and objectives. In a bid to develop its distribution network,
and get closer to its customers, during the quarter the Bank inaugurated two offsite ATM’s.
The Bank will be introducing four branches and two offsite ATM’s in the course of next
three months. The bank will continue to introduce a number of products to cater to both
corporate and retail customers.

The vision of our founders is to develop a one stop financial super mall offering a wide
range of products and services across various segments, each with a unique set of
propositions. In order to achieve this, Bank Sohar will focus on three main pillars: People,
Technology and Efficiency. The Bank has been successful in recruiting some the most




talented professionals, and, as can be seen, their contribution has already started bearing
fruits. The Bank has also partnered with the world’s best names in technology and will
benchmark themselves with the best in the world. This technology will allow the Bank to
deliver the cutting edge in products and service delivery. This will enable the Bank to
achieve its objective of a ‘Full Service Universal Bank’. The substantial investment in
technology will be leveraged to provide best-in-class service and support, along with a wide
range of innovative products across customer segments.

The immediate and aftermath of Gonu has been devastating. The total loss to the economy
is estimated at OMR 1.5 Billion. The resilience of the Nation was tested and the
Government and people came out in flying colours restoring the infrastructure in such a
short time. The Bank in its own limited way tried to mitigate the effect on its consumers by
deferring the installment payable on the personal loans by two installments. The Bank has
reviewed its portfolio from a risk perspective does not anticipate any material effect on its
portfolio from the cashflow and business perspective.

In catering to the needs of individuals, the underpinning strategy of retail banking is to
harness technology to offer comfort through classic branch banking and reach through the
most advanced interactive internet, SMS, and mobile banking facilities. The product offering
will range from transaction banking and savings to asset finance, financial planning and
wealth management. The Bank will focus its best efforts to make doorstep banking a reality
through a hub and spoke strategy, making the customers feel the difference in the quality of
service. The operational standards would beef up service level efficiencies of all the Bank’s
functions.

The Bank’s corporate banking division has some of the most highly qualified and
experienced persons in the market. The emphasis will be to partner the customers to
achieve an improvement in their long term sustainable cashflow through industry expertise,
supported by finance and treasury management services. The Bank would focus on the
Small and Medium size segment, which has been underserved for too long. A venture
funding approach would be followed and the Bank would try to channel resources from
other Institutions like Specialized Banks and Pension funds into the SME sector by offering
its reach and expertise.

The banking business is essentially about successfully warehousing risk. The Bank would
address its risk assertion in the context of the market opportunities and its risk preference. It
would be the Bank’s endeavor to continually improve its capital efficiency by focusing on
risk management techniques on one hand and developing learning systems for people, using
robust processes and better product structuring on the other hand. The Bank would
progressively implement the most modern practices in risk management. The Bank will
focus its energies to ensure that the available credit is used for productive purposes which
apart from mitigating risk would have an multiplier effect on the economy. The Bank will
make endeavors to shore up risk mitigants at credit, market and operational levels for driving
up capital efficiencies thereby improving shareholder value.

The Bank aspires to be a socially aware organization driving domestic and institutional
savings to the large and small scale industrial sectors to provide the growth impetus. The
Bank would also like to focus its energies on the general debt levels of the personal and




small business sector. The bank will employ debt counselors to help manage individual debt
levels of small business and individuals.

The performance of the Bank has been achieved in the backdrop of a robust and growing
economy. The government budget surplus was around OMR 380 Mio in 2006 and which has
been consistently at about 2.5% of the GDP for the last three years. With an endeavour to
reduce dependency on Oil, the fledging industrial areas in the Sultanate are increasingly
contributing towards an economy with a high growth trajectory. The government and
private consumption saw a substantial increase in the last year. This also fuelled an increase
of 24% in growth of imports. The private sector workforce increased by 19.4% increasing
the spending power of the economy as a whole.

The liquidity in the economy remains strong. The growth in M2 in 2006 was more than 21%.
The surge in liquidity is primarily being driven by earnings growth in the corporate and
household sectors. The investments by the Government in infrastructure continue to
support the growth impetus

The real cost of credit declined to 3.8% in 20006. This will continue to fuel the growth in the
economy. The country achieved a GDP growth of 15.6% in 2006 with strong foreign
reserves, which will provide a strong platform for an accelerated growth in 2007. The
primary pillars of growth were transport and communication sector 25.4% and wholesale
and retail trade grew by 19.2% Production of Basic Chemicals grew by 74% and
manufacturing as a whole grew by more than 10%. The Bank looks upon Manufacturing,
Trade, Services and Retail as the broad market segments to provide the impetus to its
growth.

I would like to conclude by assuring you that we are committed to building a robust
Financial Institution providing value added end-to-end service to its customers and building
a long term sustainable business model. We acknowledge the immense help, support and
guidance received from the Central Bank of Oman and the Capital Market Authority without
which it would have been impossible for us to commence operations in such a short span of
time. We are also thankful to the banks that have supported us in our early days and
continue to collaborate with us. A very special thanks to all our staff who have worked
tirelessly to achieve these results.

On behalf of the Board of Directors, I would like to express our gratitude to His Majesty
Sultan Qaboos bin Said for his inspired leadership and progressive vision that continues to
lead the country along the path of continued prosperity.

Hilal Hamood Al Mamary
CHAIRMAN




Bank Sohar sAaoG

UNAUDITED BALANCE SHEET
As at 30 June 2007
2007
Notes RO’000
ASSETS
Cash and balances with Central Banks B1 29,855
Due from banks and other money market placements B2 21,057
Loans and advances (net) B3 100,333
Non-Trading Investments B4 18,809
Equipment & fixtures B5 2,318
Deferred tax asset C7 -
Other assets B6 1,022
173,394
LIABILITIES
Due to banks and other money market deposits B7 3,925
Customers’ deposits B8 117,593
Other liabilities B9 2,298
Taxation C7 -
123,816
SHAREHOLDERS’ EQUITY
Share capital BI10 50,000
Legal reserve B11 1,758
Retained earnings (2,180)
49,578
173,394
CONTINGENT LIABILITIES B12 3,258
COMMITMENTS B12
Forward Sales 10,780
Forward Purchases 10,783
Capital commitments 1,847
Credit Related Commitments 12,434
RELATED PARTY INFORMATION D1
Due from related parties 929
Due to related parties 45,436

The financial statements were approved and authorized for issue by the Board of Directors on 22 July 2007 and signed on
their behalf by:

Chairman Deputy Chairman

The attached notes A1 to D5 form part of these financial statements
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Bank Sohar sAaoG

UNAUDITED INCOME STATEMENT

Period ended 30 June 2007
2007
Notes RO’000

Interest income Cl 1,138
Interest expense C2 (335)
Net interest income 803
Other operating income C3 850
OPERATING INCOME 1,653
OPERATING EXPENSES
Staff costs 658
Other operating expenses C4 483
Depreciation B5 57

1,198
OPERATING PROFIT 455
Net Pre incorporation expense C5 (683)
Net Pre operating expense Co6 (248)
Specific Provision for credit losses B3 -
Non-specific provision for credit losses B3 (1,704)
Recoveries and releases from provision for credit
losses B3 -
Recoveries from debts written off -
Provision for impairment in investments -
(LOSS) / PROFIT FROM OPERATIONS
AFTER PROVISIONS AND RECOVERIES (2,180)
Taxation C7 -
NET (LOSS) / PROFIT FOR THE PERIOD (2,180)
Basic loss per share for the period (in baizes) C8 21.8

The attached notes Al to D5 form part of these financial statements
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Bank Sohar sAaoG

UNAUDITED CASH FLOW STATEMENT
Period Ended 30 June 2007

OPERATING ACTIVITIES
Net (loss) / profit after taxation
Adjustments for:
Depreciation
Provision for credit losses (net)
Translation differences on investments, equipment & fixtures
Investment (income)
Operating (loss) / profit before changes in operating assets and liabilities
Due from banks and other money market placements
Loans and advances (Gross)
Other assets
Customers’ deposits
Due to banks and other money market deposits
Other liabilities
Cash (used in) / from operations
Taxes paid
Net cash (used in) / from operating activities

INVESTING ACTIVITIES
Purchase of non-trading investments
Proceeds from sale of non-trading investments
Purchase of premises and equipment
Interest received on Certificates of deposits and Treasury Bills
Net cash (used in) / from investing activities

FINANCING ACTIVITIES
Share capital issue through private placement
Legal reserve
Net cash from financing activities

INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the period
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

REPRESENTING
Cash and balances with Central Banks
Translation differences in investments
Deposits and balances with other banks and financial institutions (net)

The attached notes Al to D5 form part of these financial stateménts
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Bank Sohar sAaoG

UNAUDITED STATEMENT OF CHANGES IN EQUITY

Period Ended 30 June 2007

Change in fair
value of
Share Legal Investments  Retained
(RO’000) capital reserve Available for Sale  earnings Total
(Note B10)  (Note B11) (Note B4)
Issue of shares 50,000 50,000
Change in fair value of Investment available for -
sale
Net profit for the period (2,180) (2,180)
Legal reserve collected for issue expenses 2,000 2,000
Issue expenses (242) (242)
Balance as at 30 June 2007 50,000 1,758 - (2,180) 49,578

The attached notes Al to D5 form part of these financial statements.

The attached notes Al to D5 form part of these financial statemdnts




