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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2025

1 LEGAL STATUS AND PRINCIPAL ACTIVITIES

2 BASIS OF PREPARATION

2.1 Statement of compliance

2.2 Basis of measurement

2.3 Functional and presentation currency

2.4 Use of estimates and judgements

Ahlibank SAOG (the ‘Bank’) is a joint stock company incorporated in the Sultanate of Oman and is engaged in commercial &

investment banking activities through a network of fifty three branches as at year end with twenty seven conventional and twenty

six Islamic branches. (2024 - twenty four conventional and twenty five Islamic branches). The registered address of the Bank is PO

Box 545, Mina Al Fahal, PC 116, Sultanate of Oman.

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) as issued by

International Accounting Standards Board (IASB), the requirements of the Commercial Companies Law of 2019, disclosure

requirements of the the Financial Services Authority (FSA) (formerly Capital Market Authority (CMA)) of the Sultanate of Oman

and the applicable regulations of the Central Bank of Oman (CBO).

The Bank prepares a separate set of financial statements for its Islamic Window in accordance with the requirements of Section 1.2

of Title 3 of the Islamic Banking Regulatory Framework (“IBRF”) issued by the CBO. The separate set of financial statements of its

Islamic Window are prepared in accordance with Financial Accounting Standards ("FAS") issued by Accounting and Auditing

Organisation for Islamic Financial Institutions ("AAOIFI"), the Sharia Rules and Principles as determined by the Sharia

Supervisory Board of the Islamic Window (the “SSB”) and other applicable requirements of the CBO. The Islamic Window

financial statements are then converted into International Financial Reporting Standards (IFRS) compliant financial statements and

included in these financial statements. All inter branch balances and transactions have been eliminated.

The financial statements have been prepared under the historical cost convention except for derivative financial instruments,

financial instruments at fair value through profit or loss and financial instruments at fair value through other comprehensive

income which have been measured at fair value. The statement of financial position is presented in the order of liquidity as this

presentation is more appropriate to Bank's operations.

The financial statements are prepared in Rial Omani (‘ ’) which is the functional and reporting currency of the Bank. The United

States Dollar (‘US$’) amounts shown in the financial statements have been translated from Rial Omani to US$ for information

purposes as a supplementary information for the convenience of readers, using the exchange rate of Rial Omani 0.385 = US$ 1.00.

All financial information presented in Rial Omani and US Dollars has been rounded to the nearest thousand, unless otherwise

stated.

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and

assumptions that may affect the application of accounting policies and reported amounts of assets and liabilities, income and

expenses. The estimates and associated assumptions are based on historical experience and various other factors that are believed 

to be reasonable under the circumstances, the results of which form the basis of making the judgments about carrying values of

assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.

The Bank had 1063 employees as at 31 December 2025 compared to 983 as at 31 December 2024

ahli islamic (the Islamic Window) was licensed by Central Bank of Oman (CBO) to operate as an Islamic Banking Window of the

Bank. It offers a full range of Islamic banking services and products. The principal activities of ahli islamic include accepting Sharia 

compliant customer deposits, providing Sharia compliant financing based on Murabaha, Mudaraba, Musharaka, Ijarah, Wakala

and undertaking investment activities and providing commercial banking services and other investment activities permitted under

the Islamic Banking Regulatory Framework (IBRF) issued by the CBO. 
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2 BASIS OF PREPARATION (continued)

2.4 Use of estimates and judgements (continued)

2.5

2.5.1

2.6

2.6.1

The following new standards and amendments have been issued by the International Accounting Standards Board (IASB) but are

not yet mandatory for the year ended 31 December 2025:

The amendments specify how to assess whether a currency is exchangeable, and how to determine the exchange rate when it is

not.

The amendments state that a currency is exchangeable into another currency when an entity is able to obtain the other currency

within a time frame that allows for a normal administrative delay and through a market or exchange mechanism in which an

exchange transaction would create enforceable rights and obligations. 

The application of this revised standard has no impact on the amount reported for the current period

IFRS 18 Presentation and Disclosures in Financial Statements

In April 2024, the IASB issued IFRS 18 Presentation and Disclosure in Financial Statements, which replaces IAS 1 Presentation of

Financial Statements. IFRS 18 introduces new requirements for presentation within the statement of profit or loss, including

specified totals and subtotals. Furthermore, entities are required to classify all income and expenses within the statement of profit

or loss into one of five categories: operating, investing, financing, income taxes and discontinued operations, whereof the first

three are new.

IFRS 18, and the amendments to the other standards, are effective for reporting periods beginning on or after 1 January 2027, but

earlier application is permitted and must be disclosed. IFRS 18 will apply retrospectively.

The Bank is currently working to identify all impacts the amendments will have on the primary financial statements and notes to

the financial statements.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised

in the period in which the estimate is revised if the revision affects only that period or in the period of the revision and future

periods if the revision affects both current and future periods. The areas involving a higher degree of judgment or complexity, or

areas where assumptions and estimates are significant to the financial statements are disclosed in note 4.

Standards, amendments and interpretations effective in 2025 and relevant for the Bank’s operations

Lack of exchangeability – Amendments to IAS 21
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2 BASIS OF PREPARATION (continued)

2.4 Use of estimates and judgements (continued)

2.5

2.5.1

2.6

2.6.1

The following new standards and amendments have been issued by the International Accounting Standards Board (IASB) but are

not yet mandatory for the year ended 31 December 2025:

The amendments specify how to assess whether a currency is exchangeable, and how to determine the exchange rate when it is

not.

The amendments state that a currency is exchangeable into another currency when an entity is able to obtain the other currency

within a time frame that allows for a normal administrative delay and through a market or exchange mechanism in which an

exchange transaction would create enforceable rights and obligations. 

The application of this revised standard has no impact on the amount reported for the current period

IFRS 18 Presentation and Disclosures in Financial Statements

In April 2024, the IASB issued IFRS 18 Presentation and Disclosure in Financial Statements, which replaces IAS 1 Presentation of

Financial Statements. IFRS 18 introduces new requirements for presentation within the statement of profit or loss, including

specified totals and subtotals. Furthermore, entities are required to classify all income and expenses within the statement of profit

or loss into one of five categories: operating, investing, financing, income taxes and discontinued operations, whereof the first

three are new.

IFRS 18, and the amendments to the other standards, are effective for reporting periods beginning on or after 1 January 2027, but

earlier application is permitted and must be disclosed. IFRS 18 will apply retrospectively.

The Bank is currently working to identify all impacts the amendments will have on the primary financial statements and notes to

the financial statements.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised

in the period in which the estimate is revised if the revision affects only that period or in the period of the revision and future

periods if the revision affects both current and future periods. The areas involving a higher degree of judgment or complexity, or

areas where assumptions and estimates are significant to the financial statements are disclosed in note 4.

Standards, amendments and interpretations effective in 2025 and relevant for the Bank’s operations

Lack of exchangeability – Amendments to IAS 21
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2 BASIS OF PREPARATION (continued)

2.6.3

3 ACCOUNTING POLICIES

3.1 Foreign currency translation

3.2 Revenue and expense recognition

3.2.1 Interest income and expense

Transactions in foreign currencies are translated into the respective functional currencies of the operations at the spot exchange

rates at the dates of the transactions.

Amendments to the Classification and Measurement of Financial Instruments—Amendments to IFRS 9 and IFRS 7

Interest income and expense is recognised in the statement of profit or loss using the effective interest rate method. The effective

interest rate is the rate that exactly discounts the estimated future cash payments or receipts through the expected life of the

financial asset or liability (or, where appropriate, a shorter period) to the gross carrying amount or the amortised cost of the

financial asset or liability. The calculation of effective interest rate includes transaction costs and fees paid / received that are an

integral part of effective interest rate. Transaction costs include incremental costs that are directly attributable to the acquisition or 

issue of a financial asset or financial liability.

Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency at the spot rate of

exchange at the reporting date. Any resulting exchange differences are included in ‘other operating income’ in the statement of

profit or loss.

The non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated into the

functional currency at the spot exchange rate at the date the fair value is determined. Foreign exchange differences arising on

translation are recognised in the statement of profit or loss, except for non-monetary financial assets, which are included in other

comprehensive income. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are

translated using the spot exchange rate at the date of the transaction.

The gross carrying amount of a financial asset is the amortised cost of a financial asset before adjusting for any expected credit

loss allowance.

The amortized cost is the amount at which the financial asset or financial liability is measured at initial recognition minus the

principle repayments, plus or minus the cumulative amortization using the effective interest rate method of any difference between

that initial amount and the maturity amount and, for financial assets, adjusted for loss allowance.

On 30 May 2024, the IASB issued Amendments to IFRS 9 and IFRS 7, Amendments to the Classification and Measurement of

Financial Instruments (the Amendments).

The Amendments are effective for annual periods starting on or after 1 January 2026. Early adoption is permitted, with an option to

early adopt the amendments for classification of financial assets and related disclosures only. The Bank is currently not intending

to early adopt the Amendments.
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3 ACCOUNTING POLICIES (continued)

3.2 Revenue and expense recognition (continued)

3.2.1 Interest income and expense (continued)

Interest income and expense presented in the statement of profit or loss include:

i) Interest on financial assets and liabilities at amortised cost on an effective interest rate basis;

3.2.2 Fees and commission

3.2.3 Dividends

3.2.4 Provisions

3.3 Financial assets and financial liabilities

3.3.1 Recognition and initial measurement

3.3.2 Measurement categories of financial assets and financial liabilities

Financial assets

When a financial asset becomes credit-impaired (as set out in Note 3.3.5 and is therefore regarded as ‘Stage 3’), the Bank

calculates interest income by applying the EIR to the net amortised cost of the financial asset. If the financial asset cures and is no

longer credit-impaired, the Bank reverts to calculating interest income on a gross basis.

Dividend income is recognised when the right to receive dividend is established. 

The Bank earns fee and commission income from a diverse range of financial services it provides to its customers. Fee and

commission income is recognised at an amount that reflects the consideration to which the Bank expects to be entitled in exchange 

for providing the services. Fees and commission income and expenses that are integral to the effective interest rate on a financial

asset or liability are included in the measurement of the effective interest rate.

Other fees and commission income include account servicing fees, credit related fees, administration fees and other management

fees, sales commission, placement fees, advisory fees and syndication fees. Fees and commission income is measured based on

the consideration specified in the contract with the customers. The Bank satisfies its performance obligation upon completion of

the related services as mentioned in the contract and revenue is recognised accordingly.

ii) Interest on debt investment securities on an effective interest rate basis.

Interest income which is doubtful of recovery is included in loan impairment and excluded from income until it is received in cash.

The Bank has three principal classification categories for its financial assets: measured at amortized cost, fair value through other

comprehensive income (FVOCI) and FVTPL.

A financial asset or financial liability is measured initially at fair value plus, for an item not at fair value through profit & loss

(FVTPL), transaction costs that are directly attributable to its acquisition or issue. Transaction cost of financial assets and

financial liabilities carried at FVTPL are expensed in profit or loss.

Provisions are recognised when the Bank has a present legal or constructive obligation arising from a past event and the costs to

settle the obligation are both probable and can be reliably estimated.

On initial recognition, a financial asset is classified and measured at; amortised cost, FVOCI or FVTPL.

The Bank initially recognises loans & advances and financing, deposits, debt securities and subordinated liabilities on the date

on which they are originated. All other financial instruments are recognised on the trade date, which is the date on which the Bank

becomes a party to the contractual provisions of the instrument.
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.2 Measurement categories of financial assets and financial liabilities (continued)

Financial assets measured at amortised cost

-

-

Financial assets measured at fair value through other comprehensive income

a) Debt instruments

-

-

b) Equity instruments

Financial assets measured at fair value through profit or loss

It is initially recognised at fair value plus directly attributable transaction costs and subsequently measured at amortised cost less

impairment.

These debt instruments are initially recognised at fair value plus directly attributable transaction costs and subsequently

measured at fair value. Gains and losses arising from changes in fair value are included in other comprehensive income within a

separate component of equity.

In addition, on initial recognition, the Bank may irrevocably designate a financial asset that otherwise meets the requirements to be 

measured at amortised cost or at FVOCI as at FVPTL if doing so eliminates or significantly reduces and accounting mismatch that

would otherwise arise.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at FVTPL;

Investment in debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated as

FVTPL;

Financial assets at fair value through profit or loss comprises of investments held for trading and designated as FVTPL on initial

recognition or mandatorily required to be measured at fair value as per IFRS 9. It is initially recognised at fair value with

transaction costs recognised in the statement of profit or loss as incurred. Subsequently, they are measured at fair value and any

gains or losses are recognised in the statement of profit or loss.

The asset is held within business model whose objective is achieved by both collecting contractual cash flows and

selling financial assets; and

the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

For an equity instrument that is not held for trading, the Bank may elect at initial recognition to irrevocably designate those

instruments under FVOCI. This election is made on an investment by investment basis. Amounts presented in other

comprehensive income are not subsequently transferred to the statement of profit or loss. 

the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

The asset is held within business model whose objective is to hold assets to collect contractual cash flows; and
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.2 Measurement categories of financial assets and financial liabilities (continued)

Business model assessment

(i)

(ii)

(iii)

Financial assets

3.3.2.1 Loans & advances and financings receivables

The Bank holds a portfolio of loans & advances and financing receivables for which interest rates are revised at periodic intervals.

These rates are revised based on the market rates. Accordingly, the Bank has determined that the contractual cash flows of these

loans are solely payments of principal and interest because the option varies the interest rate that is consideration for time value

of money, credit risk, other basic lending risks and costs associated with the principal amount outstanding.

Securities held for trading are held principally for the purpose of selling in the near term or are part of a portfolio of financial

instruments that are managed together and for which there is evidence of a recent actual pattern of short term profit taking. These

securities are classified in the 'other business model and measured at FVTPL.

Where the business model is to hold assets to collect contractual cash flows or to collect contractual cash flows and sell, the Bank 

assesses whether the financial instruments’ cash flows represents solely payment of principal and interest. In making this

assessment, the Bank considers whether the contractual cash flows are consistent with basic lending arrangement, i.e. interest

includes only consideration for the time value of money, credit risk, other basic lending risks and a profit margin that is consistent

with a basic lending arrangement. Where the contractual terms introduce exposure to risk or volatility that are inconsistent with a

basic lending arrangement, the related financial asset is classified and measured at FVTPL.

Other - Financial assets held with trading intent or that do not meet the criteria of either “Hold to collect” or “Hold 

to collect and sell”.

Assessment whether contractual cash flows are solely payments of principal and interest (The 'SPPI test')

Business model available under IFRS 9 are:

Hold to Collect - Financial assets held with the objective to collect contractual cash flows.

The Bank's business model reflects how it manages the assets to generate cash flows. Whether it is solely to collect the

contractual cash flows from the asset (Hold to collect) or both the contractual cash flows and from sale of asset (Hold to collect

and sell). Factors considered by the Bank in determining the business models for group of assets include past experience on how

the cash flows for these assets were collected, how the asset’s performance is evaluated and reported to key management

personnel and how risks are assessed and managed. 

Hold to Collect and Sell - Financial assets held with the objective of both collecting contractual cash flows and

selling financial assets.

Corporate customers includes loans & advances and financing given to corporate and institutional customers by way of working

capital loans, term loans, overdrafts, leases, syndication arrangements, fund transfer facilities etc.

Loans & advances and financing receivables are initially recognised at fair value which is the cash consideration to originate or

purchase the loan including any transaction costs and measured subsequently at amortised cost using the effective interest

method less allowance for impairment losses which are recognised in the statement of profit or loss.

The Bank has two classes of loans & advances and financing receivables;

Corporate banking (including SME)
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.2 Measurement categories of financial assets and financial liabilities (continued)

3.3.2.1 Loans & advances and financings receivables (continued)

3.3.2.2 Investments

(i)

(ii)

(iii)

3.3.2.3 Cash and cash equivalents

3.3.2.4 Due from banks

3.3.2.5 Financial guarantee contracts, letters of credit and undrawn loan commitments

Retail banking

Retail banking offers a broad range of products and services to meet the personal banking needs of individual customers. It

includes personal banking products such as current and savings accounts, mortgages and personal loans, credit cards, debit

cards , overdraft facilities, islamic financing and fund transfer facilities.

Debt securities measured at FVOCI and FVTPL

Equity investment securities mandatorily measured at FVTPL and these are at fair value with changes recognised 

immediately in profit or loss;

Financial guarantees are initially recognised at their fair value, which is normally evidenced by the amount of fees received. This

amount is amortised on a straight line basis over the life of the guarantee. At the end of each reporting period, the guarantees are

measured at the higher of (i) the amount of the loss allowance for the guaranteed exposure determined based on the expected loss

model and (ii) the remaining unamortised balance of the amount at initial recognition. In addition, an ECL loss allowance is

recognised for fees receivable that are recognised in the statement of financial position as an asset.

Investments which are recognised in the statement of financial position includes:

For debt securities measured at FVOCI, gain and losses are recognised in 'other comprehensive income' and when it is

derecognised, the cumulative gain or loss previously recognised in other comprehensive income is reclassified from equity to

profit or loss. The Bank has designed certain equity investments under FVOCI on the basis that these investments are not held for

trading / intends to hold in long term for better dividend yields. The Bank elects to present in other comprehensive income the

changes in the fair value of certain investments in equity instruments that are measured at FVOCI. The election is made on an

instrument by instrument basis on initial recognition.

Cash and cash equivalents consist of cash in hand, unrestricted balances held with Central Bank of Oman, due from banks, due to

banks and highly liquid financial assets with original maturities of upto three months, which are subject to insignificant risk of

changes in their fair value, and are used by the Bank in management of its short term commitments. Cash and cash equivalents are

carried at amortised cost in the statement of financial position.

The Bank issues financial guarantees, letter of credit and loan commitments. Financial guarantees are contracts that require the

Bank to make specified payments to reimburse the holders for a loss that is incurred because of specified debtor fails to make

payment when due in accordance with the terms of a debt instrument. Loan commitments are firm commitments to provide credit

under pre-specified terms and conditions.

For financial guarantee contracts and loan commitments, the loss allowance is recognised as a provision as described in note 3.3.5. 

Liabilities arising from financial guarantee and loan commitments are included within provisions under other liabilities in statement

of financial position.

Equity investment securities designated at FVOCI

These are stated at amortised cost using effective interest rate method, less any amounts written off and allowance for impairment.
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.2 Measurement categories of financial assets and financial liabilities (continued)

3.3.2.5 Financial guarantee contracts, letters of credit and undrawn loan commitments (continued)

3.3.2.6 Financial liabilities

 

3.3.2.7 Borrowed funds

3.3.2.8 Deposits

3.3.3 Derecognition

Financial assets

(a)

(b)

(c)

Financial liabilities

the Bank has transferred its rights to receive cash flows from the asset and either (i) has transferred substantially

all the risks and rewards of the asset, or (ii) has neither transferred nor retained substantially all the risks and

rewards of the asset, but has transferred control of the asset.

When the Bank has transferred its rights to receive cash flows from an asset and has neither transferred nor retained substantially

all of the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of Bank's

involvement in the asset. In that case, the Bank also recognises an associated liability.

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires. Where an existing

financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability

are substantially modified, such an exchange or modification is treated as a derecognition of the original liability and the

recognition of new liability. The difference between the carrying value of the original financial liability and the consideration paid

is recognised in statement of profit or loss.

- the amount of change in the fair value that is attributable to changes in the credit risk of the liability is presented in OCI; and

The Bank has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the

received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; or

The nominal contractual value of financial guarantees, letters of credit and undrawn loan commitments, where the loan agreed to

be provided is on market terms, are not recorded in the statement of financial position.

- the remaining amount of change in the fair value is presented in the statement of profit or loss.

Borrowed funds are recognised initially at their issue proceeds less transaction cost, if any. Borrowings are subsequently stated at 

amortised cost, any difference between proceeds net of transaction cost, and the redemption value is recognised in the statement

of profit or loss over the period of borrowing using the effective interest rate method.

Deposits are measured at amortised cost using the effective interest method.

IFRS 9 fair value changes are generally presented as follows:

The rights to receive cash flows from the asset have expired;

A financial asset (or where applicable, a part of a financial asset or part of a group of similar financial assets) is derecognised

where:
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.4 Offsetting

3.3.5 Impairment

-

-

-

i) Measurement of ECL

ii) Overview of ECL principles

No impairment loss is recognised on equity investments. The Bank measures loss allowances at an amount equal to lifetime ECL,

except for the following, for which they are measured as 12-month ECL:

The Bank assess on a forward-looking basis the expected credit losses (ECL) associated with financial assets measured at

amortised cost or FVOCI which mainly include loans & advances and financings, investments (other than equity investments),

interbank placements, loan commitments and financial guarantees. The Bank recognises a loss allowance and provisions for such

losses at reporting date. The measurement of ECL reflects:

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and only when,

the Bank has a legal right to set off the amounts and intends either to settle on a net basis or to realise the asset and settle the

liability simultaneously. Income and expenses are presented on net basis only when permitted by IFRS or for gains and losses

arising from a group of similar transactions.

an unbiased and probability weighted amount that is determined by evaluating a range of possible outcomes;

the time value of money; and

- debt investment securities and loans & advances and financings that are determined to have low credit risk at the reporting date;

and

- other financial instruments on which credit risk has not increased significantly since their initial recognition.

The Bank’s approach leveraged the existing regulatory capital models and processes for Bank’s loan portfolios that use the

existing Internal Rating based and behavioral credit models. ECL is calculated by multiplying the Probability of default (PD), Loss

Given Default (LGD) and Exposure at Default (EAD).

- financial assets that are credit impaired at the reporting date: Difference between the gross carrying amount and the present

value of estimated future cash flows;

12-month ECL are the portion of ECL that result from default events on a financial instrument that are possible within 12 months

after the reporting date.

- financial guarantee contracts; the expected payments to reimburse the holder less any amounts that the Bank expects to recover.

The Bank has been recording the allowance for expected credit losses for all loans and other debt financial assets not held at

FVTPL, together with loan commitments and financial guarantee contracts. Equity instruments are not subject to impairment

requirements under IFRS 9.

- financial assets that are not credit impaired at the reporting date: as the present value of all cash shortfalls (i.e., the difference

between the cash flows due to the entity in accordance with the contract and the cash flows that the Bank expects to receive);

- undrawn loan commitments: as the present value of the difference between the contractual cash flows that are due to the bank if

the commitment is drawn down and the cash flows that the Bank expects to receive;

reasonable and supportable information that is available without undue cost or effort at the reporting date about

past events, current conditions and forecasts of future economic conditions.

ECL are a probability weighted estimate of credit losses. They are measured as follows:
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.5 Impairment (continued)

ii) Overview of ECL principles (continued)

iii) ECL calculation

The key inputs into the measurement of ECL are the term structure of the following variables:

- probability of default (PD);

- loss given default (LGD);

- exposure at default (EAD)

Stage 3: There is objective evidence of impairment as at the reporting date to recognise lifetime expected losses, with revenue

being based on the net amount of the asset.

Stage 3 – Financial instruments that are considered to be in default are included in this stage. Similar to Stage 2, the allowance for

credit losses captures the lifetime expected credit losses.

Stage 1: Credit risk has not increased significantly since initial recognition- recognise 12 month expected credit losses.

The Bank has established a policy to perform an assessment, at the end of each reporting period, of whether a financial

instruments credit risk has increased significantly since initial recognition, by considering the change in risk of default occurring

over the remaining life of the financial instrument.

Details of these statistical parameters/inputs are as follows: 

Stage 2: Credit risk has increased significantly since initial recognition- recognise lifetime expected losses with revenue being

calculated based on the gross amount of the asset.

Both 12 month expected credit loss and lifetime expected credit losses are calculated on either an individual basis or a collective

basis, depending on the nature of the underlying portfolio of financial instruments.

Credit loss allowances are measured using a three-stage approach based on the extent of credit deterioration since origination: 

At initial recognition of a financial asset, the Bank recognises a loss allowance equal to 12 month expected credit losses. After

initial recognition, the three stages would be applied as follows:

These parameters are generally derived from internally developed statistical models and other historical data. They are adjusted to

reflect forward-looking information.

Stage 1 – Where there has not been a significant increase in credit risk (SICR) since initial recognition of a financial instrument, an

amount equal to 12 months expected credit loss is recorded. The expected credit loss is computed using a probability of default

occurring over the next 12 months. For those instruments with a remaining maturity of less than 12 months, a probability of default

corresponding to remaining term to maturity is used. 

Stage 2 – When a financial instrument experiences a SICR subsequent to origination but is not considered to be in default, it is

included in Stage 2. This requires the computation of expected credit loss based on the probability of default over the remaining

estimated life of the financial instrument. 

For financial assets in Stage 1 and Stage 2, the Bank calculates interest income by applying the Effective Interest Rate (EIR) to the

gross carrying amount (i.e., without deduction for ECLs). Interest income for financial assets in Stage 3 is suspended and included

in loan impairment.
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.5 Impairment (continued)

iii) ECL calculation (continued)

iv) Presentation of ECL allowance in the statement of financial position

- financial assets at amortised cost:  as a deduction from gross carrying amount of assets;

- loan commitments and financial guarantee contracts: carrying as provision and shown within other liabilities.

v) Debt instruments measured at fair value through OCI

vi) Credit enhancements: collateral valuation and financial guarantees

Credit risk mitigation (CRM) encompasses collateral management and credit guarantee arrangements. To mitigate credit risk, the

Bank will use collateral values, wherever possible. The Bank accepts various types of collateral such as cash margins, fixed

deposits, real estate, shares listed in GCC etc., Collateral unless it is repossessed, is not recorded in the statement of financial

position. Since the fair value of collateral affects the calculation of ECLs, management monitors and reassess the collateral values

at regular intervals and requests for additional collateral, if required. To the extent possible, the Bank uses active market data for

valuing financial assets held as collateral. Non financial collateral such as real estate is valued by certified third party valuers. 

When estimating the ECL, the Bank considers three scenarios (a base case, good case and a bad case). Each of these is associated 

with different PDs, EADs and LGDs for calculating ECL on the financial assets. When relevant, the assessment of multiple

scenarios also incorporates how defaulted loans are expected to be recovered, including the probability that the loans will cure

and the value of collateral the amount that might be received for selling the asset.

LGD – The loss given default is an estimate of the loss arising in the case where a default occurs at a given time. It is based on the

difference between the contractual cash flows due and those that the lender would expect to receive, including from the realization

of any collateral. It is usually expressed as a percentage of the EAD.

PD – The probability of default is an estimate of the likelihood of default over a given time horizon. 

EAD – The exposure at default is an estimate of the exposure at a future default date, taking into account expected changes in the

exposure after the reporting date.

- Debt instruments measured at FVOCI: no loss allowance is recognised in the statement of financial position because the carrying

amount of these assets is their fair value. However, the loss allowance is disclosed and is recognised in the fair value reserve.

Loss allowances for ECL are presented in the statement of financial position as follows:

The ECL's for debt instruments measured at FVOCI do not reduce the carrying amount of these financial assets in the statement of

financial position, which remains at fair value. Instead, an amount equal to the allowance is recognised in the other comprehensive

income with a corresponding charge to the statement of income. On derecognition of a financial asset, the difference between the

carrying amount of the asset (or the carrying amount allocated to the portion of the asset transferred), and consideration received

(including any new asset obtained less any new liability assumed) and any cumulative gain or loss that had been recognised in

the statement of profit or loss and other comprehensive income.

Impairment losses and releases are accounted for and disclosed separately from modification losses or gains that are accounted

for as an adjustment of the financial asset’s gross carrying value.
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.5 Impairment (continued)

vii) Write off

viii) Forward looking information

3.3.6 Restructured financial assets

3.3.7 Credit impaired financial assets

- significant financial difficulty of the borrower;

- a breach of contract such as default or past due event;

- the restructuring of a loan by the Bank;

-

Forward-looking information is incorporated into both its assessment of whether the credit risk of an instrument has increased

significantly since its initial recognition and its measurement of ECL. A ‘base case’ view of the future direction of relevant

economic variables as well as a representative range of other possible forecast scenarios is formulated. This process involves

developing additional economic scenarios and considering the relative probabilities of each outcome. External information

includes economic data and forecasts published by various entities for the country where Bank operates. The base case

represents a most-likely outcome and is aligned with information used by the Bank for other purposes. The other scenarios

represent more optimistic and more pessimistic outcomes. Periodically, the Bank carries out stress testing of more extreme shocks

to calibrate its determination of these other representative scenarios. The Bank has identified and documented key drivers of

credit risk and credit losses for each portfolio of financial instruments and, using an analysis of historical data, has estimated

relationships between macro-economic variables and credit risk along credit losses. For computation of ECL, the Bank considers

three scenario viz. base case, Good case and bad case. Disclosures relating different scenarios together with sensitivity testing is

provided under note 35.1.6

- If the expected restructuring will not result in derecognition of the existing asset, then the expected cash flows arising from the

modified financial assets are included in calculating the cash shortfalls from the existing asset.

- If the expected restructuring will result in derecognition of the existing asset, then the expected fair value of the new asset is

treated as the final cash flow from the existing financial asset at the time of its derecognition.

Loans, financing and debt securities are written off (either partially or in full) when there is no realistic prospect of recovery. This

is generally the case when the Bank determines that the borrower does not have assets or sources of income that could generate

sufficient cash flows to repay the amounts subject to the write-off. However, certain financial assets that are technically written off 

and held through memorandum accounts could still be subject to enforcement activities in order to comply with the Bank’s

procedures for recovery of amounts due. If, in a subsequent year, written off loans & advances and financings receivable is

recovered, the recovery is credited to the statement of profit or loss.

A loan that has been renegotiated due to a deterioration in the borrowers condition is usually considered to be credit impaired

unless there is evidence that the risk of not receiving contractual cash flows has reduced significantly and there are no other

indicators  of impairment. In addition, a retail loan that is overdue for 90 days or more is considered impaired.

If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a new one due to

financial difficulties of the borrower, then an assessment is made of whether the financial asset should be derecognised and ECL

are measured as follows:

At each reporting date, the Bank assesses whether financial assets carried at amortised cost/FVOCI are credit impaired. A financial

asset is "credit impaired" when one or more below mentioned events has occurred.

it is becoming probable that the borrower will enter into bankruptcy or other financial reorganisation.
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3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.7 Credit impaired financial assets (continued)

-

-

-

3.3.8 Reclassifications

3.3.9 Modifications of financial assets and liabilities

Financial assets

Financial liabilities

3.3.10 Fair value measurement

The Bank derecognises a financial liability when it terms are modified and the cash flows of the modified liability are substantially

different. In this case, a new financial liability based on the modified terms is recognised at either amortised cost or fair value. The

difference between the carrying amount of the financial liability derecognised and the new financial liability with modified terms is

recognised in the statement of income.

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and interest

cash flows, discounted at the market rate of interest at the reporting date.

The fair value of an asset or liability is measured using the assumptions that market participants would use when pricing the asset

or liability, assuming that market participants act in their economic best interest. Fair value of the non financial asset takes into

account a market participant's ability to generate economic benefits by using the asset in its highest and best use or by selling it

to another market participant that would use the asset in its highest and best use.

A number of the Bank’s accounting policies and disclosures require the determination of fair value, for both financial and non-

financial assets and liabilities. Fair values have been determined for measurement and/or disclosure purposes based on a number

of accounting policies and methods. Where applicable, information about the assumptions made in determining fair values is

disclosed in the notes specific to that asset or liability. Please refer to note 33 for fair value hierarchy valuation techniques.

The markets' assessment of creditworthiness of those instrument yields.

In making an assessment of whether an investment in a debt instrument is credit impaired, the Bank considers the following

events:

Rating agencies assessment

The country's ability to access the capital markets for new debt issuance.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market

participants at the measurement date. The fair value measurement is based on the presumption that the transaction to sell an asset

or transfer a liability takes place either in the principal market, or in the absence of a principal market, in the most advantageous

market.

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Bank changes its business 

model for managing financial assets.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then the modification does not

result in derecognition and the Bank recalculates the gross carrying amount based on the revised cash flows and the amount

arising from adjusting the gross carrying amount as a modification gain or loss in statement of profit or loss. If the cash flows are

substantially different, the Bank derecognises the original financial asset and recognises a 'new' asset at fair value and recalculates 

a new effective interest rate for the asset.



The financial statements and accompanying notes were approved by the Board of Directors on 27 January 2026. 

Page 15 of 116 

 

AHLI BANK SAOG 
NOTES TO THE FINANCIAL STATEMENTS              

 
FOR THE YEAR ENDED 31st DECEMBER 2025 

 
 

       

3 ACCOUNTING POLICIES (continued)

3.3 Financial assets and financial liabilities (continued)

3.3.10 Fair value measurement (continued)

3.3.11 Derivative financial instruments and hedging activities

-

-

-

The Bank makes use of derivative instruments to manage exposures to interest rate, foreign currency risks, including exposures

arising from highly probable forecast transactions and firm commitments. In order to manage particular risks, the Bank applies

hedge accounting for transactions which meet specified criteria. Certain derivative instruments do not qualify for hedge

accounting. Changes in the fair value of any such derivative instruments are recognized immediately in the statement of profit or

loss. 

When the hedging instrument or instruments have been sold or terminated, or when a hedging relationship no longer meets the

risk management objective or the criteria for hedge accounting, any cumulative gain or loss that has been recognized in other

comprehensive income at that time remains in other comprehensive income and is recognized when the hedged forecast

transaction is ultimately recognized in the profit or loss. When a forecast transaction is no longer expected to occur, the

cumulative gain or loss that was reported in other comprehensive income is immediately transferred to the statement of profit or

loss.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Bank determines whether transfers 

have occurred between levels in the hierarchy by reassessing categorisation (based on the lowest level input that is significant to

the fair value measurement as a whole) at the end of each reporting period.

At each reporting date, the bank analyses the movements in the values of assets and liabilities which are required to be

remeasured or reassessed as per the Bank accounting policies. For this analysis, the Bank verifies the major inputs applied in the

latest valuation  by agreeing the information in the valuation computation to contracts and other relevant documents.

The Bank also compares each of the changes in fair value of each asset and liability with relevant external sources to determine

whether the change is reasonable.

Hedge documentation, effectiveness assessment, and discontinuation 

(ii) hedges of a particular risk associated with a recognized asset or liability or a highly probable forecast

transaction (cash flow hedge); or 

(iii) hedges of a net investment in a foreign operation (net investment hedge). 

At the inception of the hedge, the Bank formally designates and documents the hedging relationship to which the Bank wishes to

apply hedge accounting, and the risk management objective and strategy for undertaking the hedge. That documentation shall

include identification of the hedging instrument, the hedged item, the nature of the risk being hedged and how the entity will

assess whether the hedging relationship meets the hedge effectiveness requirements (including its analysis of the sources of

hedge ineffectiveness and how it determines the hedge ratio). Such hedges are expected to be highly effective in achieving

offsetting changes in fair value or cash flows and are assessed on an ongoing basis at each reporting date or upon a significant

change in the circumstances affecting the hedge effectiveness requirements, whichever comes first. The assessment relates to

expectations about hedge effectiveness and is therefore only forward-looking. 

(i) hedges of the fair value of recognized assets or liabilities or a firm commitment (fair value hedge); or 

For the purpose of fair value disclosures, the Bank has determined classes of assets and liabilities on the basis of the nature,

characteristics and risk of the asset or liability and the level of the fair value hierarchy as explained above.

The Bank uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to

measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

Derivatives are initially recognized at fair value on the date a derivative contract is entered into and are subsequently remeasured

at their fair value. The method of recognizing the resulting gain or loss depends on whether the derivative is designated as a

hedging instrument, and if so, the nature of the item being hedged. The Bank designates certain derivatives as either: 
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3 ACCOUNTING POLICIES (continued)

3.4 Repurchase and resale agreements

3.5 Property, equipment and intangibles

Years

Building 25

Leasehold improvements 5 - 10

Computer and other equipment 5 - 10

Intangibles 5 - 10

Vehicles 5

Furniture 10

3.6 Collateral pending sale

3.7 Fiduciary assets

Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) at predetermined price

are not recognised in the statement of financial position and the amounts paid under these agreements are included in ‘due from

banks’. The difference between purchase and resale price is treated as interest income and accrued over the life of the reverse repo 

agreement.

Securities sold with a commitment to repurchase (repos) at a specified future date at predetermined price are recognised in the

statement of financial position and are measured in accordance with accounting policies for financial assets. The counterparty

liability for amounts received under these agreements is included in ‘due to banks’. The difference between sale and repurchase

price is treated as interest expense and accrued over the life of the repo agreement using the effective interest rate method. These

securities are not derecognised as the related risks and rewards are not transferred to the counterparties.

Items of property, equipment and software are measured at cost less accumulated depreciation / amortisation and impairment

losses, if any. Cost includes expenditure that is directly attributable to the acquisition of the asset. Depreciation / amortisation is

provided on a straight-line basis over the estimated useful lives of property, equipment and software, except freehold land. The

estimated useful lives for the current period are as follows:

Gains and losses on disposals are determined by comparing the sale proceeds with the carrying amount and are recognised within

‘other operating income’ in the statement of profit or loss.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its 

estimated recoverable amount.

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 statements.

The Bank occasionally acquires real estate in settlement of certain loans and financings receivables. Real estate is stated at the

lower of the net realisable value of the related loans and financings receivables and the current fair value of such assets. Gains or

losses on disposal and unrealised losses on revaluation are recognised in the statement of profit or loss.

Repairs and renewals are charged to the statement of profit or loss when the expense is incurred. Subsequent expenditure is

capitalised only when it increases the future economic benefits embodied in the item of property, equipment and software. All

other expenditures are recognised in the statement of profit or loss as an expense when incurred.

The assets’ residual values, useful lives and depreciation methods are reviewed and adjusted if appropriate at each reporting date.

Capital work in progress is not depreciated until the asset is put to use.
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3 ACCOUNTING POLICIES (continued)

3.8 Taxation

3.9 Trade and settlement date accounting

3.10 Leases

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 or sell the asset. Regular way purchase 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.

The Bank applies a single recognition and measurement approach for all leases, except for short-term leases and leases of low-

value assets. The Bank recognises lease liabilities to make lease payments and right-of-use assets representing the right to use the 

underlying assets.

Right-of-use (ROU) assets

The Bank recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is available for

use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any

remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct

costs incurred, and lease payments made at or before the commencement date less any lease incentives received. Right-of-use

assets are depreciated on a straight-line basis over the lease term. In addition, the right-of-use asset is periodically reduced by

impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

- the contract involves the right to direct the use of an identified asset;

- the contract has the right to obtain substantially all of the economic benefits from use of the asset throughout the period of use.

Deferred tax asset/liability is calculated using the liability method, providing for temporary differences between the carrying

amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is

measured at the tax rates that are expected to be applied to the temporary difference when they reverse, based on the laws that

have been enacted or substantively enacted by the reporting date.

B. As a lessee

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

recognised in the statement of profit or loss except to the extent that it relates to items recognised directly in equity or other

comprehensive income.

Deferred taxasset is recognised only to the extent that it is probable that future taxable profits will be available against which the

asset can be utilised. Deferred taxasset is reviewed at each reporting date and is reduced to the extent that it is no longer probable

that the related tax benefit will be realised.

A. Definition of lease

At inception of contract, the Bank assesses whether a contract is, or contains, a lease. A contract is or contains a lease if the

contract conveys the right to control the use of an identified asset for period of time in exchange for consideration. To assess

whether a contract conveys the right to control the use of an identified asset, the Bank assesses whether:

Current tax is the expected taxpayable on the taxable income for the year, using taxrates enacted or substantively enacted at the

reporting date, and any adjustment to tax payable in respect of previous years.
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3 ACCOUNTING POLICIES (continued)

3.10 Leases (continued)

3.11 Acceptances

3.12 Employee terminal benefits

3.12.1 Terminal benefits

3.12.2 Short term benefits

The Bank has disclosed ROU assets under 'property, equipment and intangibles' and lease liabilities in 'other liabilities' in the

statement of financial position.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a change in

future lease payments or lease assessment whether it will exercise a purchase, extension or termination option. 

Lease payments included in the measurement of lease liability comprise the following:

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,

discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Bank's incremental

borrowing rate. Generally, the Bank uses its incremental borrowing rate of 4.50% as the discount rate for measurement of lease

liability.

Lease liabilities

Short-term leases and leases of low-value assets

The Bank has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and short-term leases,

including leases of IT equipment. The Bank recognises the lease payments associated with these leases as an expense on a

straight-line basis over the lease term.

Acceptances are disclosed in the statement of financial position under other assets with corresponding liability disclosed under

other liabilities. Therefore, there is no off-balance sheet commitment for acceptances.

End of service benefits are accrued in accordance with the terms of employment of the Bank's employees at the reporting date,

having regard to the requirements of the Oman Labor Law as amended. Contribution to a defined contribution retirement plan and

occupational hazard insurance for Omani employees in accordance with the Omani Social Insurance Law of 1991 are recognised as

an expense in the statement of profit or loss when incurred.

- fixed payments, including in-substance fixed payments;

- variable lease payments that depends on an index or a rate, initially measured using the index or rate as at the commencement

date.

Short term benefit obligations are measured on an undiscounted basis and are expensed when the related service is provided.

Interest on lease liability during the lease term is the amount that produces a constant periodic rate of interest on the remaining

balance of lease liability. Interest on lease liability is shown separately from the depreciation charge on ROU asset and is shown

under other operating expenses in the statement of profit or loss.
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3 ACCOUNTING POLICIES (continued)

3.13 Segment reporting

3.14 Earnings per share

3.15 Directors’ remuneration

3.16 Dividend on ordinary shares

3.17 Perpetual bonds

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

4.1 Measurement of the expected credit loss allowance

An operating segment is the component of the Bank that engages in business activities from which it may earn revenues and incur 

expenses, including revenue and expenses that relate to transaction with any of the Bank’s other components, whose operating

results are reviewed regularly by the Bank’s Executive Management Committee (being the chief operating decision maker) to make

decisions about resources allocated to each segment and assess its performance, and for which discrete financial information is

available.

The Bank presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the

profit or loss attributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares outstanding

during the year. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and weighted

average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if any.

The Board of Directors’ remuneration is accrued within the limits specified by the Financial Services Authority (FSA) and the

requirements of the Commercial Companies Law of the Sultanate of Oman.

Dividend on ordinary shares is recognised as liability and deducted from equity in the period when it is approved by the Bank’s

shareholders. Interim dividend is deducted from equity when they are paid.

Dividend for the year that is approved after the reporting date is considered to be an event after the reporting date and disclosed

in the financial statements.

The measurement of the expected credit loss allowance for financial assets measured at amortised cost and FVOCI is an area that

requires the use of complex models and significant assumptions about future economic conditions and credit behavior (e.g the

likelihood of customers defaulting and the resulting losses). Explanation of the inputs, assumptions and estimation techniques

used in measuring ECL is further detailed in note 35.1.6, which also sets out key sensitivities of the ECL to changes in these

elements.

Perpetual Additional Tier 1 capital instruments of the Bank are recognised under equity in the statement of financial position and

the corresponding distribution on those instruments are accounted as a debit to retained earnings. The Tier 1 securities constitute

direct, unconditional, subordinated and unsecured obligations of the Bank and are classified as equity in accordance with IAS 32 -

Financial Instruments: Presentation. The Tier 1 securities do not have a fixed redemption or final maturity date and is redeemable

by the Bank at its sole discretion on the first call date or on any interest payment date thereafter.
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4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

4.6 Fee and commission income

4.7 Taxation

4.8 Determination of lease term

The Bank determines the lease term as the non-cancellable term of the lease, together with any periods covered by an option to

extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the lease, if it is

reasonably certain not to be exercised. The Bank has several rental lease contracts that include extension and termination options.

The Bank applies judgement in evaluating whether it is reasonably certain whether or not to exercise the option to renew or

terminate the lease. 

The recognition of fee and commission income depends on the purpose for which fees are assessed and the basis of accounting

for any associated financial instrument. Management applies certain assumptions and judgements to determine the fees that are

an integral part of the effective interest rate of a financial instrument, fees that are earned as services are provided, and fees that

are earned on the execution of a significant act.

Uncertainties exist with respect to the interpretation of tax regulations and the amount and timing of future taxable income. Given

the wide range of business relationships and nature of existing contractual agreements, differences arising between the actual

results and the assumptions made, or future changes to such assumptions, could necessitate future adjustments to tax income and 

expense already recorded. The Bank establishes provisions, based on reasonable estimates, for possible consequences of

finalisation of tax assessments of the Bank. The amount of such provisions is based on various factors, such as experience of

previous tax assessments and differing interpretations of tax regulations by the taxable entity and the responsible tax authority.

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will be available

against which the losses can be utilised. Significant management judgment is required to determine the amount of deferred tax

assets that can be recognised, based upon the likely timing and level of future taxable profits together with future tax planning

strategies.
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7 LOANS, ADVANCES AND FINANCING, NET (continued)

7.1 Comparison of provision held as per IFRS 9 and required as per CBO norms as at 31 December 2025

Asset classification as per CBO norms
Asset classification as per 

IFRS 9
Gross  amount

Provision 

required as per 

CBO norms*

Reserve interest 

as per CBO norms

Provision held as 

per IFRS 9

Difference 

between CBO 

provision required 

and provision held

Net amount as per 

CBO norms

Net amount as per 

IFRS 9

 '000   '000   '000   '000   '000   '000   '000  

(1) (2) (3) (4) (5) (6) = (5)+ (6) (7) = (4)+(5)-(6) (8)=(3)-(4) (9) = (3)-(6)

Stage 1                  3,009,256                       33,771                               -                           8,622                       25,149                  2,975,485                  3,000,634 

Stage 2                     174,186                         1,955                               -                           4,920                        (2,965)                     172,231                     169,266 

Stage 3                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Subtotal                3,183,442                      35,726                               -                        13,542                      22,184                3,147,716                3,169,900 

Stage 1                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 2                     241,135                         2,706                            948                       23,193                      (19,539)                     238,429                     217,942 

Stage 3                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Subtotal                   241,135                        2,706                           948                      23,193                    (19,539)                   238,429                   217,942 

Stage 1                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 2                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 3                         3,248                            806                              32                         1,424                           (586)                         2,442                         1,824 

Subtotal                        3,248                           806                              32                        1,424                          (586)                        2,442                        1,824 

Stage 1                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 2                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 3                         4,219                         1,633                            217                         1,743                            107                         2,586                         2,476 

Subtotal                        4,219                        1,633                           217                        1,743                           107                        2,586                        2,476 

Stage 1                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 2                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 3                     139,314                       98,840                       21,439                       85,095                       35,184                       40,474                       54,219 

Subtotal                   139,314                      98,840                      21,439                      85,095                      35,184                      40,474                      54,219 

Stage 1                     560,944                               -                                 -                              304                           (304)                     560,944                     560,640 

Stage 2                       45,676                               -                                 -                           1,214                        (1,214)                       45,676                       44,462 

Stage 3                            595                               -                                 -                              162                           (162)                            595                            433 

Subtotal                   607,215                               -                                 -                          1,680                      (1,680)                   607,215                   605,535 

Stage 1                3,570,200                      33,771                               -                          8,926                      24,845                3,536,429                3,561,274 

Stage 2                   460,997                        4,661                           948                      29,327                    (23,718)                   456,336                   431,670 

Stage 3                   147,376                   101,279                      21,688                      88,424                      34,543                      46,097                      58,952 

Total                4,178,573                   139,711                      22,636                   126,677                      35,670                4,038,862                4,051,896 

Total (US $'000)              10,853,437                   362,885                      58,796                   329,031                      92,650              10,490,552              10,524,406 

Other items disclosed above includes exposure outstanding and respective provisions held against due from banks, investments, other assets, loan commitments and financial guarantees.

Substandard

Doubtful

Loss

Other items not covered under CBO 

circular BM 977 and related instructions

Total

In accordance with CBO circular BM 1149 Banks should continue to maintain and update the risk classification (i.e. standard, special mention, substandard, etc.) of accounts as per the extant CBO norms, including 

those on restructuring of loan accounts for the regulatory reporting purposes. 

Disclosure requirements for the year ended 31 December 2025, containing the risk classification-wise gross and net amount outstanding, provision required as per CBO norms, allowance made as per IFRS 9, 

interest recognised as per IFRS 9 and reserve interest required as per CBO are given below based on CBO circular BM 1149.

Standard

Special Mention
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7.2 Restructured loans

Asset classification as per CBO norms
Asset classification as per 

IFRS 9

Gross carrying 

amount

Provision 

required as per 

CBO norms

Reserve interest 

as per CBO norms

Provision held as 

per IFRS 9

Difference 

between CBO 

provision required 

and provision held

Net Carrying 

amount as per 

CBO norms

Net carrying 

amount as per 

IFRS 9

 '000   '000   '000   '000   '000   '000   '000  

(1) (2) (3) (4) (5) (6) = (5)+ (6) (7) = (4)+(5)-(6) (8)=(3)-(4) (9) = (3)-(6)

Stage 1                       57,574                            576                               -                              483                              93                       56,998                       57,091 

Stage 2                     248,563                         2,486                            948                       21,188                      (17,754)                     246,077                     227,375 

Stage 3                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Subtotal                   306,137                        3,062                           948                      21,671                    (17,661)                   303,075                   284,466 

Stage 1                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 2                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 3                       39,935                       31,545                         4,557                       21,730                       14,372                         8,390                       18,205 

Sub total                      39,935                      31,545                        4,557                      21,730                      14,372                        8,390                      18,205 

Stage 1                      57,574                           576                               -                             483                              93                      56,998                      57,091 

Stage 2                   248,563                        2,486                           948                      21,188                    (17,754)                   246,077                   227,375 

Stage 3                      39,935                      31,545                        4,557                      21,730                      14,372                        8,390                      18,205 

Total                   346,072                      34,607                        5,505                      43,401                      (3,289)                   311,465                   302,671 

Total (US $'000) 898,888                  89,887                    14,299                    112,729                  (8,545)                     809,001                  786,158                  

Classified as performing

Classified as non-performing

Total

7.3

As per CBO 

norms*
As per IFRS 9 Difference

                      15,465                       15,465                               -   

                    139,711                     126,677                       35,670 

4.11% 4.11%                              -   

1.27% 1.63% -0.36%

* CBO provision does not include reserved interest

Impairment reserve:

Special reserve:

In accordance with CBO requirements, where the aggregate provision on portfolio and specific basis computed as per CBO norms is higher than the impairment allowance computed under IFRS 9, the difference, 

net of the impact of taxation, is transferred to an impairment reserve as an appropriation from the retained earnings.

Impairment provision on specific basis includes provision on re-structured loans as per CBO guidelines. Similarly based on the requirements of the CBO's letter BSD/2017/BKUP/Bank & FLC's/ 467 dated 20 June 

2017, the Bank is required to create a provision on certain loans appropriated to a special reserve account. The reserve as at December 31, 2025 was       0.298 million, equivalent to 0.77 million (2024:       0.298 million, 

equivalent to US$ 0.77 million).

Net NPL ratio (percentage)

Impairment charge and provisions held

Impairment loss charged to profit and loss

Provisions required as per CBO norms/ held as per IFRS 9

Gross NPL ratio (percentage)
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7 LOANS, ADVANCES AND FINANCING, NET (continued)

7.5 Restructured loans

Asset classification as per CBO 

norms

Asset classification as 

per IFRS 9

Gross carrying 

amount

Provision 

required as per 

CBO norms

Reserve interest 

as per CBO norms

Provision held as 

per IFRS 9

Difference 

between CBO 

provision required 

and provision held

Net Carrying 

amount as per 

CBO norms

Net carrying 

amount as per 

IFRS 9

 '000   '000   '000   '000   '000   '000   '000  

(1) (2) (3) (4) (5) (6) = (5)+ (6) (7) = (4)+(5)-(6) (8)=(3)-(4) (9) = (3)-(6)

Stage 1                         6,510                              42                               -                                74                            (32)                         6,468                         6,436 

Stage 2                     284,154                         1,700                               -                         19,095                     (17,395)                     282,454                     265,059 

Stage 3                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Subtotal                     290,664                         1,742                               -                         19,169                     (17,427)                     288,922                     271,495 

Stage 1                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 2                               -                                 -                                 -                                 -                                 -                                 -                                 -   

Stage 3                         4,057                         3,323                              82                         3,154                            251                            734                            903 

Sub total                         4,057                         3,323                              82                         3,154                            251                            734                            903 

Stage 1                         6,510                              42                               -                                74                            (32)                         6,468                         6,436 

Stage 2                     284,154                         1,700                               -                         19,095                     (17,395)                     282,454                     265,059 

Stage 3                         4,057                         3,323                              82                         3,154                            251                            734                            903 

Total                     294,721                         5,065                              82                       22,323                     (17,176)                     289,656                     272,398 

Total (US $'000) 765,509                   13,155                     213                          57,983                     (44,615)                    752,354                   707,526                   

7.6

As per CBO 

norms*
As per IFRS 9 Difference

                      13,428                       13,428                               -   

                    115,332                     103,524                       26,747 

4.14% 4.14%                              -   

1.53% 1.96% -0.43%

* CBO provision does not include reserved interest 

Provisions required as per CBO norms/ held as per IFRS 9

Gross NPL ratio (percentage)

Net NPL ratio (percentage)

Impairment loss charged to profit and loss

Classified as performing

Classified as non-performing

Total

Impairment charge and provisions held
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11 TAXATION (continued)

d) Movement in Tax Liability

2024 2025 2025 2024

US$ '000 US$ '000  '000  '000 

                 33,352                     32,576 At 1 January                    12,542               12,840 

                 17,713                     18,177 Charge for the year                      6,998                 6,819 

               (18,489)                    (10,421) Payments during the year                     (4,010)                (7,117)

                         -                          1,609 Additional provision made                          617                       -   

                 32,576                     41,941 At 31 December                    16,147               12,542 

e) Relationship between tax expense and accounting profit

2024 2025 2025 2024

US$ '000 US$ '000  '000  '000 

               125,923                   138,492 Accounting profit for the year                    53,320               48,481 

                 18,889                     20,774 Tax charge @ 15% on accounting profit                      7,998                 7,272 

Add / (less) tax effects of:

                 (3,877)                      (3,017) Income not taxable                     (1,162)                (1,493)

                      120                           260 Non deductible expense / (income)                          100                      46 

                   2,581                           160 Others                            62                    994 

                 17,713                     18,177 Tax expense                      6,998                 6,819 

12 OTHER ASSETS

2024 2025 2025 2024

US$ '000 US$ '000  '000  '000 

                 41,836                     30,493 Acceptances                    11,740               16,107 

                   9,420                     15,291 Prepayments and other receivables                      5,887                 3,627 

                   2,071                           864 Interest and profit receivable                          333                    797 

                   9,149                           676 Derivatives - positive mark-to-market (note 34)                          260                 3,522 

                 11,679                     17,655 Other receivables                      6,798                 4,495 

                    (138)                         (226) Less: Impairment loss allowance                          (87)                     (53)

                 74,017                     64,753                    24,931               28,496 

13 DUE TO BANKS

2024 2025 2025 2024

US$ '000 US$ '000  '000  '000 

               877,797                   645,574 Inter-bank deposits                  248,546             337,952 

                 15,530                     16,276 Vostro account balances                      6,266                 5,979 

               893,327                   661,850                  254,812             343,931 

The Bank is liable to income tax for the year 2025 in accordance with the income tax laws of the Sultanate of Oman at the rate of 15% (2024:

15%) on taxable profits.

The effective tax rate of the Bank for 2025 was 13.12% (2024: 14.07%)

The Bank's tax assessments have been completed by the Tax Authorities upto the year 2021. The Bank has filed an appeal with the tax

authorities for the disallowance of interest of Tier-1 perpetual bonds for the assessment year 2018 to 2020 and an objection for the same for

the year 2021. The Bank is of the opinion that additional taxes, if any, related to the open tax years would not be significant to the Bank’s

financial position as at 31 December 2025

As at December 31, 2025, there were no borrowings under repurchase agreements. 
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17 SHARE CAPITAL

18 LEGAL RESERVE

19 DIVIDEND PAID AND PROPOSED

20 TIER 1 SUBORDINATED BONDS

2024 2025 2025 2024

US$ '000 US$ '000  '000  '000 

465,886                                495,803 Tier 1 subordinated bonds                  190,884 179,366            

Royal Court Affairs, Al Hosn Investment Company SAOC and Social Protection Fund are the shareholders who own 10% or more of the 

Bank’s shares. As at December 31, 2025, shareholding of Royal Court Affairs was 473,690,046 shares equivalent to 17.50% (31 December 2024: 

NIL), Al Hosn Investment Company SAOC was 357,076,325 shares equivalent to 13.19% (31 December 2024: 357,076,325 shares equivalent to 

15.20%) and Social Protection Fund was 276,942,845 shares equivalent to 10.23% (31 December 2024: 256,491,550 shares equivalent to 

10.92%). 

In August 2025, the Bank successfully completed the rights issue of 357,142,857 shares amounting to      50 million as a result of which the 

Bank's capital increased to        294.966 million

As required by the Commercial Companies Law of 2019, 10% of the net profit for the year has been transferred to legal reserve. The Bank may

resolve to discontinue such annual transfers when the reserve totals one third of the paid up share capital. The reserve is not available for

distribution to the shareholders. During the year, 4.632 million equivalent to US$ 12.03 million (31 December 2024: 4.166 million

equivalent to US$ 10.82 million) was transferred to legal reserve. 

The Board of Directors have recommended dividend of 12 baizas per share (6 baizas per share as cash dividend and 6 baizas per share in the

form of mandatory convertible bonds (MCBs)) which is subject to approval of the shareholders at the ensuing Annual General Meeting (31

December 2024: 5 baizas per share as cash dividend and 5 baizas per share in the form of mandatory convertible bonds (MCBs)).

The dividend for 2024 was approved by the shareholders in Annual General Meeting and was paid in 2025.

In August 2022, the Bank raised additional Tier I Capital of 75 million pursuant to the CBO’s Basel III Regulations through an issue of

Non-Convertible Unsecured Perpetual Additional Tier 1 Bonds. They are redeemable by the Bank at its sole discretion on 11 August 2027

(the "First Call Date") or on any interest payment date thereafter subject to prior consent of CBO. These bonds bear interest on their nominal

amount from the issue date to the First Call Date at a fixed annual rate of 7.50% per annum

The authorised share capital of the Bank is 5,000,000,000 shares of 100 baizas each (31 December 2024: 5,000,000,000 shares of 100 baizas

each) out of which 2,706,800,323 shares are issued and fully paid up - 1,949,657,466 shares at 100 baiza per share, 400,000,000 shares at 125

baiza and 357,142,857 shares at 140 baiza (31 December 2024: 2,349,657,466 shares).

In June 2024, the Bank exercised the call option for 20 million Tier I Perpetual Subordinated bonds which became due on 13 June 2024.

This was subsequently replaced with an additional issue of 40 million which were pursuant to the CBO's Basel III regulation. They are

redeemable by the Bank at its sole discretion on 27 June 2029 (the "First Call Date") or on any interest payment date thereafter subject to the

prior consent of CBO. These bonds bear interest on their nominal amount from the issue date to the First Call Date at a fixed annual rate of

7.25% per annum

In December 2023, the Bank raised additional Tier I Capital of 54 million pursuant to the CBO’s Basel III Regulations through an issue of

Non-Convertible Unsecured Perpetual Additional Tier 1 Bonds. They are redeemable by the Bank at its sole discretion on 25 December 2028

(the "First Call Date") or on any interest payment date thereafter subject to prior consent of CBO. The Bank redeemed the Tier-1 Capital of 

54 million issued in December 2018 at its discretion. These bonds bear interest on their nominal amount from the issue date to the First

Call Date at a fixed annual rate of 7.50% per annum
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20 TIER 1 SUBORDINATED BONDS (continued)

21 NET ASSETS VALUE PER SHARE

2024 2025 2025 2024

US$ '000 US$ '000  '000  '000 

               983,514                1,169,864 Net assets                  450,398 378,653

            2,349,657                2,706,800              2,706,800 2,349,657

                        42                             43                          166                    161 

22 CONTINGENT LIABILITIES AND COMMITMENTS

2024 2025 2025 2024

US$ '000 US$ '000  '000  '000 

               332,943                   419,331 Financial guarantees                  161,442             128,183 

               160,099                   149,721 Letters of credit                    57,642               61,638 

               126,787                   191,260 Loan commitments                    73,635               48,813 

                 11,653                        6,776 Capital commitments                      2,609                 4,486 

               631,482                   767,088                  295,328             243,120 

Legal cases

23 INTEREST INCOME AND INCOME FROM ISLAMIC FINANCING AND INVESTMENTS

2024 2025 2025 2024

US$ '000 US$ '000  '000  '000 

               372,527                   383,574 Loans and advances                  147,676             143,423 

                 28,958                     31,639 Investments                    12,181               11,149 

                   4,319                        3,122 Due from banks                      1,202                 1,663 

               405,804                   418,335                  161,059             156,235 

                 94,741                   108,268 Islamic financing                    41,683               36,475 

                 10,960                     11,304 Islamic investment and due from banks                      4,352                 4,220 

               105,701                   119,572                    46,035               40,695 

               511,505                   537,907 Total                  207,094             196,930 

The Bank at its sole discretion may elect not to distribute interest on these Tier 1 subordinated bonds and this is not considered as an event 

of default. If the Bank does not pay interest on the Tier 1 subordinated bonds on the relevant interest payment date, the Bank shall not have 

any obligation to make any subsequent payment in respect of any unpaid interest payment amount. If interest is not paid as a consequence 

of a non payment event or a non payment election, then from the date of such Non-Payment Event or Non-Payment Election (the "Dividend 

Stopper Date"), the Bank will not, so long as any of the Bonds are outstanding declare or pay any distribution or dividend or make any other 

payment on, and will procure that no distribution or dividend or other payment is made on, the ordinary shares of the Bank, ranking junior to 

or pari passu with the Tier 1 capital securities unless and until it has paid one interest payment in full on the Tier 1 capital securities. The Tier 

1 capital securities also allow the bank to write down (in whole or in part) any amounts due to the holders of the securities under certain 

circumstances.

 Net asset value per share (US cents /baizas) 

 The interest rates will be reset at five year intervals. Interest will be payable semi annually in arrears and treated as deduction from equity. 

Interest is non cumulative and payable at Bank's discretion.

These securities form part of Tier 1 Capital of the Bank and comply with Basel III and CBO regulations (BM 1114).

Net assets value per share is calculated by dividing the net assets with the issued and paid up shares at end of the year.

Issued and paid up shares (in 000’s) at 31 December

As at December 31, 2025, guarantees of         0.110 million equivalent to US$ 0.29 million were issued against counter guarantees of other 

banks (December 31, 2024:       0.118 million equiavlent to US$ 0.31 million) 

As at 31 December 2025, there were certain legal suits pending against the Bank. Based on the opinion of the Bank’s legal counsel, the Bank’s 

management believes that no additional liability is expected to arise from these cases and therefore does not consider it necessary to make

any additional provisions in this regard.

In April 2024, the Bank has issued 103,661,359 of mandatory convertible bonds (MCBs) at a price of 102 baizas (including issue expenses of 2 

baizas per MCB) which was approved by the Central Bank of Oman, Board of Directors and shareholders of the Bank at the Annual General 

Meeting. The MCBs will bear an annual coupon of 6% payable semi-annually. The MCBs will be mandatorily converted into New Ordinary 

Shares on the second anniversary of the Issue Date, at the fixed contractual conversion price of 145 baizas per New Ordinary Share.Further, 

during April 2025, 115,179,287 MCBs were issued on the same terms which will be converted into New Ordinary Shares in April 2027. 
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35 FINANCIAL RISK MANAGEMENT (continued)

35.2 LIQUIDITY RISK (continued)

35.2.2 Exposure to liquidity risk (continued)

Upto 

Above three months 

to Above one

three months twelve year to More than

31 December 2025  or on demand months five years five years Total

Assets  '000  '000  '000  '000  '000 

Cash and balances with Central Bank of Oman                     102,730                       36,776                             -                             525                    140,031 

Due from banks                        51,853                       12,300                             -                                -                         64,153 

Investment securities                     387,879                       31,685                    31,685                     10,562                    461,811 

Loans, advances and financing, net                     597,209                    258,340              1,070,765               1,520,048                 3,446,361 

Other assets                        11,417                       13,514                             -                                -                         24,931 

Property & Equipment                                 -                                  -                               -                       51,387                       51,387 

Total assets                  1,151,088                    352,615              1,102,450               1,582,522                 4,188,674 

Liabilities and equity

Due to banks                     187,437                       67,375                             -                                -                      254,812 

Customers’ deposits                     829,772                 1,068,039                  676,488                   583,233                 3,157,532 

                                -                                  -                      38,500                              -                         38,500 

Tax Liability                        16,147                                -                               -                                -                         16,147 

Other liabilities                        23,536                       12,860                             -                       44,005                       80,401 

Tier 1 subordinated bonds                                 -                                  -                               -                     190,884                    190,884 

Shareholders' funds                                 -                                  -                               -                     450,398                    450,398 

Total liabilities and equity                  1,056,892                 1,148,274                  714,988               1,268,521                 4,188,674 

Net liquidity gap                        94,196                   (795,659)                  387,462                   314,001                                -   

Off balance sheet items

Irrevocable commitments to extend credit                        28,135                       45,500                             -                                -                         73,635 

Financial guarantees and letters of credit                        46,321                       70,139                    94,867                       7,757                    219,084 

Derivative products                     348,516                    234,350                  115,234                              -                      698,100 

Total off balance sheet assets                     422,972                    349,989                  210,101                       7,757                    990,819 

Future Interest Cash Flows

- Inflows                        23,835                       27,942                    52,876                     53,191                    157,844 

- Outflows                          8,419                       32,532                    47,503                     14,574                    103,028 

Net Cash Flows                        15,417                       (4,590)                      5,373                     38,616                       54,816 

Assets US$ '000 US$ '000 US$ '000 US$ '000 US$ '000 

Cash and balances with Central Bank of Oman                     266,834                       95,522                             -                         1,364                    363,720 

Due from banks                     134,679                       31,949                             -                                -                      166,628 

Loans, advances and financing, net                  1,551,194                    671,012              2,781,207               3,948,175                 8,951,588 

Investment securities                  1,007,479                       82,299                    82,299                     27,433                 1,199,510 

Other assets                        29,652                       35,101                             -                                -                         64,753 

Property & Equipment                                 -                                  -                               -                     133,471                    133,471 

Total assets                  2,989,838                    915,883              2,863,506               4,110,443               10,879,670 

Liabilities and equity

Due to banks                     486,850                    175,000                             -                                -                      661,850 

Customers’ deposits                  2,155,248                 2,774,127              1,757,113               1,514,892                 8,201,380 

                                -                                  -                    100,000                              -                      100,000 

Tax Liability                        41,941                                -                               -                                -                         41,941 

Other liabilities                        61,131                       33,404                             -                     114,297                    208,832 

Tier 1 subordinated bonds                                 -                                  -                               -                     495,803                    495,803 

Shareholders' funds                                 -                                  -                               -                 1,169,864                 1,169,864 

Total liabilities and equity                  2,745,170                 2,982,531              1,857,113               3,294,856               10,879,670 

Net liquidity gap                     244,668               (2,066,648)              1,006,393                   815,587                                -   

Off balance sheet items

Irrevocable commitments to extend credit                        73,078                    118,182                             -                                -                      191,260 

Financial guarantees and letters of credit                     120,317                    182,180                  246,407                     20,148                    569,052 

Derivative products                     905,236                    608,701                  299,309                              -                   1,813,246 

Total off balance sheet assets                  1,098,631                    909,063                  545,716                     20,148                 2,573,558 
Future Interest Cash Flows

- Inflows                        61,910                       72,577                  137,340                   138,158                    409,985 

- Outflows                        21,869                       84,499                  123,384                     37,856                    267,608 

Net Cash Flows                        40,041                     (11,922)                    13,956                   100,302                    142,377 

Borrowed funds

Borrowed funds

The Bank also monitors Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR), calculated in accordance with Basel III framework and guidelines

adopted by CBO vide circular BM 1127 and BM 1147. The Bank has also laid down internal limits and are in compliance with the regulatory requirement as at 31

December 2025. The following table summarises the maturity profile of the Bank’s assets and liabilities as on the reporting date. The contractual maturities of assets

and liabilities have been determined on the basis of the remaining period at the reporting date to the contractual maturity date and do not take account of the effective

maturities as indicated by the Bank’s deposit retention history and the availability of liquid funds.
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35 FINANCIAL RISK MANAGEMENT (continued)

35.2 LIQUIDITY RISK (continued)

35.2.2 Exposure to liquidity risk (continued)

Above

three

Upto months to Above one

three months twelve year to More than

or on demand months five years five years Total

31 December 2025  '000  '000  '000  '000  '000 

Due to banks                     187,437                       67,375                             -                                -                      254,812 

Customers’ deposits                     829,772                 1,068,039                  676,488                   583,233                 3,157,532 

                                -                                  -                      38,500                              -                         38,500 

Total liabilities                  1,017,209                 1,135,414                  714,988                   583,233                 3,450,844 

Credit related commitments                        28,135                       45,500                             -                                -                         73,635 

US$ '000 US$ '000 US$ '000 US$ '000 US$ '000 

Due to banks                     486,850                    175,000                             -                                -                      661,850 

Customers’ deposits                  2,155,248                 2,774,127              1,757,113               1,514,892                 8,201,380 

                                -                                  -                    100,000                              -                      100,000 

Total liabilities                  2,642,098                 2,949,127              1,857,113               1,514,892                 8,963,230 

Credit related commitments                        73,078                    118,182                             -                                -                      191,260 

Above

three

Upto months to Above one

three months twelve year to More than

or on demand months five years five years Total

31 December 2024  '000  '000  '000  '000  '000 

Due to banks                       343,931                                -                               -                                -                        343,931 

Customers’ deposits                       625,412                   1,026,326                    547,592                     563,437                   2,762,767 

Borrowed funds

Total liabilities                       969,343                   1,026,326                    547,592                     563,437                   3,106,698 

Credit related commitments                         18,874                        29,939                             -                                -                          48,813 

US$ '000 US$ '000 US$ '000 US$ '000 US$ '000 

Due to banks                       893,327                                -                               -                                -                        893,327 

Customers’ deposits                    1,624,447                   2,665,783                 1,422,316                  1,463,472                   7,176,018 

Borrowed funds

Total liabilities                    2,517,774                   2,665,783                 1,422,316                  1,463,472                   8,069,345 

Credit related commitments                         49,023                        77,764                             -                                -                        126,787 

Borrowed funds

Borrowed funds

The table below summarizes the maturity profile of the Bank's financial liabilities based on expected undiscounted payment obligations.  
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35.3.2 Exposure to interest rate risk (continued)

 Effective Above three Non - 

 annual Upto months to Above one Sensitive

 interest three twelve year to More than to interest

31 December 2024  rate months months five years five years rate Total

Assets  '000  '000  '000  '000  '000  '000 

1.50%             55,825                      -                        -                   500            138,227           194,552 

Due from banks 4.10%           113,331                      -                        -                      -                        -             113,331 

Investment securities 5.13%               5,245                6,328            234,581            60,114              41,565           347,833 

6.21%        1,449,714            522,670            396,488          653,408                      -          3,022,280 

Other assets                     -                        -                        -                      -                28,496             28,496 

Property and equipment                     -                        -                        -                      -                48,436             48,436 

Total assets        1,624,115            528,998            631,069          714,022            256,724        3,754,928 

Liabilities and equity

Due to banks 5.62%           343,931                      -                        -                      -                        -             343,931 

Customers’ deposits 4.24%           478,301            994,050         1,108,581            10,082            171,753        2,762,767 

Borrowed funds 7.02%

                    -                        -                        -                      -                12,542             12,542 

Other liabilities                     -                        -                        -                      -                77,669             77,669 

Tier 1 subordinated bonds 7.36%                     -                        -                        -                      -              179,366           179,366 

Shareholders' funds                     -                        -                        -                      -              378,653           378,653 

Total liabilities and equity           822,232            994,050         1,108,581            10,082            819,983        3,754,928 

Total interest rate sensitivity gap           801,883           (465,052)           (477,512)          703,941           (563,260)                     -   

          801,883            336,831           (140,681)          563,260                      -                       -   

31 December 2024 US$ '000 US$ '000 US$ '000 US$ '000 US$ '000 US$ '000 

Assets

1.50%           145,000                      -                        -                1,299            359,031           505,330 

Due from banks 4.10%           294,366                      -                        -                      -                        -             294,366 

Investment securities 5.13%             13,623              16,437            609,300          156,141            107,960           903,461 

6.21%        3,765,490         1,357,584         1,029,840       1,697,164                      -          7,850,078 

Other assets                     -                        -                        -                      -                74,017             74,017 

Property and equipment                     -                        -                        -                      -              125,808           125,808 

Total assets        4,218,479         1,374,021         1,639,140       1,854,604            666,816        9,753,060 

Liabilities and equity

Due to banks 5.62%           893,327                      -                        -                      -                        -             893,327 

Customers’ deposits 4.24%        1,242,341         2,581,948         2,879,432            26,186            446,112        7,176,019 

Borrowed funds 7.02%

                    -                        -                        -                      -                32,576             32,576 

Other liabilities                     -                        -                        -                      -              201,738           201,738 

Tier 1 subordinated bonds 7.36%                     -                        -                        -                      -              465,886           465,886 

Shareholders' funds                     -                        -                        -                      -              983,514           983,514 

Total liabilities and equity        2,135,668         2,581,948         2,879,432            26,186         2,129,826        9,753,060 

Total interest rate sensitivity gap        2,082,811        (1,207,927)        (1,240,292)       1,828,418        (1,463,009)                     -   

       2,082,811            874,883           (365,409)       1,463,009                      -                       -   Cumulative interest rate sensitivity gap

Cumulative interest rate sensitivity gap

Cash and balances with Central Bank of 

Oman

Loans, advances and financing, net

Cash and balances with Central Bank of 

Oman

Tax liability

Tax liability

Loans, advances and financing, net
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35 FINANCIAL RISK MANAGEMENT (continued)

35.3 MARKET RISK (continued)

35.3.2 Exposure to interest rate risk (continued)

At 31 December 2024 US$  000 US$  000 US$  000 US$  000 US$  000 US$  000 

Derivatives for hedging:

Interest rate swaps

 -Fair value hedge                     5,058                         304                     130,400                    65,000                        -                 65,400 

Derivatives:

Forward purchase contracts                     3,790                           44                     306,684                  254,016                52,668                      -   

Forward sales contracts                        301                         120                     306,684                  254,016                52,668                      -   

                    9,149                         468                     743,768                  573,032              105,336               65,400 

35.3.3 Investment price risk together with exposure and sensitivity analysis

2024 2025 Security as per country 2025 2024

US$ '000 US$ '000  '000   '000 

             6,311                  7,770 MSX - Oman +5% impact                 2,991                 2,430 

            (6,311)                (7,770) MSX - Oman -5% impact               (2,991)               (2,430)

             3,027                  3,065 Other countries +5% impact                 1,180                 1,165 

            (3,027)                (3,065) Other countries -5% impact               (1,180)               (1,165)

35.3.4 Foreign exchange risk

2024 2025 2025 2024

US$ '000 US$ '000  '000   '000 

         360,278             328,501 US Dollar            126,473             138,707 

             2,703                     464 Euro                    179                 1,041 

             3,488                  2,063 UAE Dirham                    794                 1,343 

                207                       80 GBP Sterling                      31                      80 

             7,108               32,974 Others              12,695                 2,736 

         373,784             364,082            140,172             143,907 

The Bank's market risk is affected mainly by changes to the actual market price of financial assets. Actual performance of the Bank's local equity portfolio

has a correlation to the performance of MSX 30 Index and international equity portfolio for other GCC and other countries has a correlation with their

respective stock market index. The table below shows the changes in fair value +/- 5% in the MSM 30 Index and other GCC countries and other countries

stock index;

The Bank had the following net exposures denominated in foreign currencies:

Investment price risk is the risk of reduction in the market value of the Bank’s portfolio as a result of diminishment in the market value of individual

investment. The responsibility for management of investment value risk rests with the Investment Banking Division under the supervision and guidance of

the Credit Investment Committee, Asset and Liabilities Committee and Executive Risk Committee of the Bank. The Bank’s investments are governed by an

investment policy approved by the Board of Directors. The rating and price of the instruments are monitored on a regular basis and necessary actions are

taken to reduce exposure if needed. The portfolio of investments is revalued at market price to ensure that unrealised losses, if any, on account of reduction

in the market value of the investments remains within the acceptable parameters.

Foreign exchange risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. The Board has set limits on

the overall open position and for open position for each currency. The open position limits include overnight open position and intraday open position.

Open positions are monitored on a daily basis and hedging strategies are used to ensure that positions are maintained within established limits. Majority of

the foreign exchange transactions carried out by the Bank are on behalf of corporate customers and are on a back-to-back basis. The treasury ensures that

positions with customers are covered in the interbank market. The Bank also monitors foreign currency risk as per requirements and the same was within

regulatory limit as at 31 December 2025.
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35 FINANCIAL RISK MANAGEMENT (continued)

35.5 CAPITAL MANAGEMENT (continued)

2024 2025 2025 2024

US$ '000 US$ '000       '000          '000  

         867,767             992,021 Common Equity Tier 1 (CET1)              381,928             334,090 

         465,886               495,803 Additional Tier 1              190,884             179,366 

      1,333,653            1,487,824 Tier 1              572,812             513,456 

           20,134                 34,574 Tier 2                13,311                 7,752 

      1,353,787            1,522,398 Total regulatory capital              586,123             521,208 

Risk weighted assets

      7,855,604            8,278,438 Credit risk           3,187,199          3,024,407 

         493,050               441,445 Market risk              169,956             189,824 

         453,828               494,309 Operational risk              190,309             174,724 

      8,802,482            9,214,192 Total risk weighted assets           3,547,464          3,388,955 

Capital adequacy ratio

9.86% 10.77% CET1 capital expressed as a percentage of total risk-weighted assets 10.77% 9.86%

15.15% 16.15% Total tier I capital expressed as a percentage of total risk-weighted assets 16.15% 15.15%

0.23% 0.37% Tier II capital expressed as a percentage of total risk-weighted assets 0.37% 0.23%

15.38% 16.52% 16.52% 15.38%

36 SEGMENT INFORMATION

●

●

The Management Committee monitors the operating results of its business units separately for the purpose of making decisions about resource allocation

and performance assessment. Segment performance is evaluated based on the profit after tax. Geographical distribution of major assets are provided in note

35.1.8 and all liabilities are originated in Oman.

The risk asset ratio is calculated in accordance with the capital adequacy guidelines of the Basel Committee on Banking Supervision and CBO Circulars BM

1009 ‘Guidelines on Basel II’ and BM 1114 ‘Regulatory Capital and Composition of Capital Disclosure requirements under Basel III’ effective from 31

December 2014. CBO through its circular SDD/CBS/CB/2024/108 dated June 26, 2024 restored the capital conservation buffer to 2.5%. Accordingly, the

minimum capital adequacy ratio requirement for the year is 13.5% including capital conservation buffer of 2.5% (31 December 2023: 12.25% including capital

conservation buffer of 1.25%).  

Retail banking includes customers’ deposits, unrestricted investment account, consumer loans, overdrafts, credit card, Islamic financing and

fund transfer facilities.

Wholesale banking, treasury and investments include deposits including current accounts, term deposit, loans & advances and Islamic

financing etc. for corporate and institutional customers, Treasury, Trade Finance and Investment Banking Services.

Transactions between segments are conducted at estimated market rates on an arm’s length basis. Interest is charged/credited to business segments based

on pool rate, which is approximates the cost of the funds.

Total regulatory capital expressed as a percentage of total risk-weighted assets

Segment information is presented in respect of the Bank’s operating segments. For management purposes, the Bank is organised into two operating

segments based on products and services as follows:
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Asset Classification as per CBO 

Norms

Asset 

Classification 

as per IFRS 9

Gross  Amount
Provision required 

as per CBO Norms

Suspended profit 

as per CBO norms

Provision held 

as per IFRS 9

Difference between 

CBO provision 

required and 

provision held

Net Amount as per 

CBO norms*

Net Amount as 

per IFRS 9

 '000   '000   '000   '000   '000   '000   '000  

(1) (2) (3) (4) (5) (6)=(5)+(6) (7) = (4)+(5)-(6) (8)=(3)-(4) (9) = (3)-(6)

Stage 1                             793,162                          8,305                                -                       3,189                               5,116                      784,857                    789,973 

Stage 2                               16,458                             172                                -                          180                                    (8)                        16,286                      16,278 

Stage 3                                      -                                  -                                  -                            -                                       -                                  -                                -   

Subtotal                           809,620                         8,477                                -                     3,369                              5,108                    801,143                  806,251 

Stage 1                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 2                               10,516                             110                                -                       1,310                             (1,200)                        10,406                        9,206 

Stage 3                                      -                                  -                                  -                            -                                       -                                  -                                -   

Subtotal                             10,516                            110                                -                     1,310                            (1,200)                       10,406                       9,206 

Stage 1                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 2                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 3                                   955                            242                                 9                       362                                (111)                             713                           593 

Subtotal                                   955                            242                                 9                       362                               (111)                            713                          593 

Stage 1                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 2                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 3                                    111                               41                                 3                          42                                      2                               70                             69 

Subtotal                                   111                              41                                 3                         42                                      2                               70                             69 

Stage 1                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 2                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 3                               14,859                        10,123                          1,011                     9,574                               1,560                          4,736                        5,285 

Subtotal                             14,859                      10,123                         1,011                   9,574                              1,560                         4,736                       5,285 

Stage 1                             167,825                                -                                  -                            19                                  (19)                      167,825                    167,806 

Stage 2                               14,586                                -                                  -                          885                                (885)                        14,586                      13,701 

Stage 3                                    248                                -                                  -                          243                                (243)                             248                               5 

Subtotal                           182,659                                -                                  -                     1,147                            (1,147)                    182,659                  181,512 

                          960,987                         8,305                                -                     3,208                              5,097                    952,682                  957,779 

                            41,560                            282                                -                     2,375                            (2,093)                       41,278                     39,185 

                            16,173                      10,406                         1,023                 10,221                              1,208                         5,767                       5,952 

                      1,018,720                      18,993                         1,023                 15,804                              4,212                    999,727               1,002,916 

Other items disclosed above includes exposure outstanding and respective provisions held against due from banks, investments, other assets, financing commitments and finanicial guarantees.

In accordance with CBO circular BM 1149 Banks should continue to maintain and update the risk classification (i.e. standard, special mention, substandard, etc.) of accounts as per the extant CBO norms, 

including those on restructuring of loans accounts for regulatory reporting purposes. 

Disclosure requirements for the year ended 31 December 2025, containing the risk classification-wise gross and net amount outstanding, provision required as per CBO norms, allowance made as per IFRS 

9 / FAS 30, profit recognised as per IFRS 9/FAS 30 and suspended profit required as per CBO are given below based on CBO circular BM 1149.

Total

17.1  FINANCING ACTIVITIES 

17.1.1 Comparison of provision held as per IFRS 9 and required as per CBO norms

Standard

Special Mention

Substandard

Doubtful

Loss

Other items not covered under CBO 

circular BM 977 and related 

instructions

17.1.2 Restructured Loans **

Asset Classification as per CBO 

Norms

Asset 

Classification 

as per IFRS 9

Gross Carrying 

Amount

Provision required 

as per CBO Norms

Suspended profit 

as per CBO norms

Provision held 

as per IFRS 9

Difference between 

CBO provision 

required and 

provision held

Net Carrying 

Amount as per 

CBO norms*

Net Carrying 

Amount as per 

IFRS 9

 '000   '000   '000   '000   '000   '000   '000  

(1) (2) (3) (4) (5) (6)=(5)+(6) (7) = (4)+(5)-(6) (8)=(3)-(4) (9) = (3)-(6)

Stage 1                             10,110                            101                                -                           64                                   37                       10,009                     10,046 

Stage 2                             10,195                            102                                -                         698                               (596)                       10,093                       9,497 

Stage 3                                      -                                  -                            -                                       -                                  -                                -   

Subtotal                             20,305                            203                                -                         762                               (559)                       20,102                     19,543 

Stage 1                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 2                                      -                                  -                                  -                            -                                       -                                  -                                -   

Stage 3                                     57                              14                                 1                         16                                    (1)                               43                             41 

Sub total                                     57                              14                                 1                         16                                    (1)                               43                             41 

Stage 1                             10,110                            101                                -                           64                                   37                       10,009                     10,046 

Stage 2                             10,195                            102                                -                         698                               (596)                       10,093                       9,497 

Stage 3                                     57                              14                                 1                         16                                    (1)                               43                             41 

Total                             20,362                            217                                 1                       778                               (560)                       20,145                     19,584 

As per CBO 

Norms
As per IFRS 9 Difference

342                           342                           -                       

18,993                      15,804                      4,212                   

1.90% 1.90% -                       

0.54% 0.68% -0.14%

In accordance with CBO requirements, where the aggregate provision on portfolio and specific basis computed as per CBO norms is higher than the impairment allowance computed under IFRS 9, the 

difference, net of the impact of taxation, is transferred to an impairment reserve as an appropriation from the retained earnings.

**Restructured loans include the restructuring/rescheduling of certain affected borrowers allowed as per CBO circular BSD/CB & FLCs/2021/004 dated November 18, 2021 & circular SD/CB & 

FLCs/2022/005 dated October 4, 2022. As per these CBO circulars, the loan classification of the borrowers were continued to be retained as either Stage 1 or Stage 2 upon implementation of 

restructuring/rescheduling, however appropriate ECL is maintained. 

17.1.3 Impairment charge and provisions held

Net NPL ratio (percentage)

Provisions required as per CBO norms / held as per IFRS 9

Gross NPL ratio (percentage)

Classified as performing

Classified as non-performing

Total

*Net of provisions and suspended profit as per CBO norms

Impairment loss charged to profit and loss account
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34.1.10 Expected credit loss measurement (continued)

Movement in Impairment allowance and provision 

Stage 1 Stage 2 Stage 3  Total 

 '000  '000  '000  '000 

Opening balance as at 1 January 2025

Financings                  334              8,019              7,667                16,020 

Investment Securities & Due from Banks                      7                     -                       -                             7 

Financing commitments and financial guarantees                      3                  847                     -                        850 

Other assets                     -                       -                    220                      220 

Net transfer between stages 

Financings                  505                (333)                (172)                          -   

Investment Securities & Due from Banks                     -                       -                       -                            -   

Financing commitments and financial guarantees                     -                            -   

Other assets                     -                       -                       -                            -   

                    -   Charge for the Year (net)

Financings              2,350             (6,196)              3,508                    (338)

Investment Securities & Due from Banks                      1                     -                       -                             1 

Financing commitments and financial guarantees                      8                    38                      1                        47 

Other assets                     -                       -                      22                        22 

Financings written off                     -                       -               (1,025)                 (1,025)

Closing balance as at 31 December 2025

Financings              3,189              1,490              9,978                14,657 

Investment Securities & Due from Banks                      8                     -                       -                             8 

Financing commitments and financial guarantees                    11                  885                      1                      897 

Other assets                     -                       -                    242                      242 

Note: Charge for the year includes reversal of suspended profit of RO 0.609 million

34.1.11 Significant increase in credit risk (SICR)

- For risk ratings 1 – 4: >= 3 notch downgrade

- For risk rating 5: 2 notch downgrade

- For risk rating 6 : 1 notch downgrade

The Bank continuously monitors all assets subject to ECLs. 'When determining whether the risk of default on a financial instrument has increased

significantly since initial recognition, the Bank considers both quantitative and qualitative information and analysis, based on the Bank’s historical

experience and expert credit assessment including forward-looking information. Retail facilities use the number of days past due (DPD) to determine

significant increase in credit risk. For non-retail facilities, internally derived credit ratings have been identified as representing the best available

determinants of credit risk. The Bank assigns each facility a credit rating at initial recognition based on qualitative and quantitative information

available about the borrower. Credit risk is deemed to have increased significantly if the credit rating has significantly deteriorated at the reporting

date relative to the credit rating at the date of initial recognition. In addition, as a backstop, the Bank considers that significant increase in credit risk

occurs when an asset is more than 30 DPD. In certain cases, the Bank may also consider that events set out below are a significant increase in

credit risk as opposed to a default:

1. An account will migrate to stage 2 if any of the changes in rating below are met;

Further, the following quantitative guidelines are used to determine the staging of accounts:

a) Inadequate or unreliable financial and other information such as unavailability of financial statements.

b) Non-cooperation by the borrowers in matters pertaining to documentation

c) Borrower is the subject of litigation by third parties that may have a significant impact on this financial position.

d) Frequent changes in senior management

e) Intra-group transfer of funds without underlying transactions.

f) Deferment / delay in the date of commencement of commercial operations by more than one year

g) Modification of terms resulting in concessions granted to the borrower

h) A fall of 25% or more in the turnover or in the earnings before interest and taxes (EBIT) as compared to the previous year.

i) Erosion in networth by more than 20% as compared to the previous year end coupled with an increase in leverage

j) A fall in the debt service coverage ratio to below 1

2. An account will also migrate to stage 2 if it is more than 30 days past due.

3. An account will also be considered stage 2 if has been placed under special mention as per bank's IFRS 9 staging guidelines which includes if the 

customer has days past due of 60 days or more but less than 90 days.
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