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“The private sector is one of the main pillars of development 
whether  in terms of economic development, which is the devel-
opment of trade, industry, agriculture, tourism and the economy 
in general or  in terms  of social development, which manifested 
in the development of human resources, training, rehabilitation 
and refining its scientific and practical skills and creating renew-
able jobs and incentives to encourage employment in this sector”

From a speech of His Majesty at the Annual Meeting of the 
Oman Council 2012 
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Vision

Mission

Pioneering Integrated Housing

The Bank seeks to be pioneer of housing loans and construction 
progresses to contribute in the economic development of the 
Sultanate of Oman, distinguishing by the services provided to 
its customers, sepcially to the low and medium income Omani 
citizens, achieving the objectives of the shareholders, and inter-
esting in the development of human capital through an efficient 
banking, attractive and motivated work enviroment
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Board of Directors’ Report for Year 2016

Dear Shareholders

I am glad to welcome you, and pleased to present to you, on my own behalf and on behalf of my colleagues the members 
of the Board of Directors, the Annual Report for the Bank’s annual results, achievements and financial statements for the 
year ended 31 December 2016.

The year 2016 was a positive year at all levels , where the Bank was able to achieve the objectives set forth  in its budget 
for the said year , both in terms of  the lending   and enhancing  the financial position of the bank , there are other achieve-
ments were made during the year as described in this report.
Lending Activity 

During the year,  the Bank continued to provide subsidized loans to citizens , in  this regard,  let me thank  our esteemed 
Government  for its  continuous  support  to the bank . Following are the main achievements:

The number of loans approved is (1699) loans with amount of R.O 80 million until the end of 2016. The Bank also sought 
to deliver its services to various governorates of the Sultanate, especially areas outside Muscat Governorate. The loans 
granted to citizens outside Muscat Governorate are amounted to 1456 loans with amount of R.O 66,9 million  representing  
83,6% of the  total lending .

The following table shows the loans granted with a subsidized fee, distributed as per the Bank’s branches spread through-
out the Sultanate’s governorates.

Branches subsidized loans approved  during the year 2016 subsidized loans approved  during the year 2015

No % Amount(R.O) % No % Amount(R.O) %

Main Office 243 14,3 13140000 16,4 274 14,7 13412600 16,8

Salalah 74 4,4 4065500 5,1 81 4,3 4381300 5,5

Sohar 212 12,5 9868800 12,3 267 14,2 10450800 13

Sur 137 8 6834900 8,6 127 6,7 5728400 7,2

Nizwa 381 22,4 17132100 21,4 297 15,8 12227700 15,3

Khasab 31 1,8 1502300 1,9 45 2,4 2239100 2,8

Buraimi 108 6,4 5060500 6.3 131 7 5211900 7,5

Rustaq 379 22,3 16976200 21.2 482 25,6 19981600 25

Ibra 134 7,9 5419700 6.8 177 9,4 6366600 7,9

Total 1699 100% 80000000 100% 1881 100% 80000000 100%
        
Thus, the budget allocated for loans for 2016 amounting to RO 80 million and it has been fully utilized.

The total number of  loans granted by the Bank to the citizens since its inception in  1977  until the end of 2016  reached 
(41087 ) with total amount of  R.O 944,2 million , of them  16715 loan  for  the Governorate of Muscat  with amount  of  
R.O  355,6  million  representing  40,7%  of the total number of loans  and 37,7% of its value .

The number of subsidized loans granted to citizens in areas outside the Governorate of Muscat has reached 24372 loan  
with amount of R.O   588,6  million  i.e  59,3 /% of the total number of loans  granted  and  62.3% of  its value as per  
following  table :
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         Branches subsidized loans approved  during  the period  from the date of inception until 31/12/2016 

No % Amount(R.O) %

Main Office 16715 40,7 355636491 37,6

Salalah 4656 11,3 91566351 10

Sohar 3907 9,5 87913542 9,3

Sur 2653 6,5 59934896 6.3

Nizwa 4341 10,6 111377352 11.8

Khasab 742 1,8 17495300 1.8

Buraimi 1403 3,4 38202155 4

Rustaq 4632 11,3 131446100 13.9

Ibra 2038 4,9 50624900 5.3

Total 41087 100% 944197087 100%

Financial Results

In terms of financial results and through reviewing  the figures  of the balance sheet for the fiscal year ended 31 \ 12 \ 2016, 
it is clear that the Bank has achieved positive results by recording good growth rates in most financial indicators. Total 
assets of the Bank increased in 2016 to reach RO 446.8 million compared with e amount of RO 404.9 million at the end 
of 2015 it increased  by 10,3%.

The growth in assets was mainly driven by the rise in the housing loan portfolio as the total loan portfolio increased on 
31/11/2016 to reach R.O 420.7 million  comparing with   R.O 373,6  million at the end of last year   by rate of 12,6%.

The Bank achieved a net profit of RO 13.8 million increased by 22,1% comparing with   the  net profit of  2015  which is 
RO 11.3 million. Total shareholders’ equity also increased  to reach RO 241,5  million comparing with RO 229,3  million, 
increased by 5,3% . This increase is due to the increase in capital, reserves and retained earnings.
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The following table shows the status of the most important financial indicators during the past five years, from 2012 to 
2016:

(Amounts in millions of Omani Rials)

Particulars 2012 2013 2014 2015 2016

Net profit 10,3 12,3 14,5 11,3 13,8

Total assets 257,5 310 347,5 404,9 446,8

Total liabilities 131,6 171,7 197,1 175,6 205,3

Total net loans 247,8 299,3 334,6 373,6 420,8

Total shareholders› equity 125,9 138,3 150,4 229.3 241,5

The Bank focuses on developing its assets while maintaining the quality and durability of assets to enhance the financial 
position of the Bank so that it can achieve its objectives effectively. The Board of Directors proposes to distribute the net 
profit of 2016 to the shareholders as follows:
Net profit for year 2016

(Amounts in millions of Omani Rials)

Net profit for the year 13,754

Net profit distributions

Amount Transferred to  the legal reserve( 10% of net profit )
1,375

Amount Transferred to  the special  reserve 2,476

Distribution of cash dividends to  the shareholders( 5% of paid capital ) 4,042

Amount transferred to retained earnings 5,861

Total Net profit for the year 13,754

In terms of training and human resources development, the Bank has organized 86 training sessions in various fields 
during the year inside and outside the Sultanate. The number of participants reached 319 participants, these sessions will 
enhance the capabilities of the staff so that they can perform the duties and responsibilities on the required basis. The 
percentage of Omanis reached 96,7% of total number of  employees in the Bank. So by achieving this percentage the Bank 
is at the forefront of the banks operating in the Sultanate in this regard.

Introducing an advanced e-banking system

The Bank signed an agreement last year with a professional company to introduce an electronic banking system, in line 
with the Bank’s plan to provide electronic solutions to achieve the Bank’s vision of achieving a qualitative leap in its 
operations and services. It will benefit citizens by obtaining a high level of modern electronic services and meets inter-
national banking standards. In this moment the most parts of the system have been completed and it is expected to be 
operated during the first quarter of 2017.

Best Mortgage Bank Award

For the second year, the Bank was awarded the “Best Bank in the Mortgage Finance” category by the Arab Bankers Un-
ion. Winning this award is a clear demonstration of the bank’s excellence and its achievement of standards and advanced 
management systems, and reflects the great role it played in the urban development in the Sultanate and the effective 
contribution to the efforts of the government in providing a decent life for Omani people.

The Board of Directors is looking forward to further achievements in various areas of the Bank’s operations through the 
Financial and Strategic Plan for the next 10 years, in line with the Government’s development plans and the Bank’s mis-
sion to provide suitable housing for Omani families in need of housing.
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In conclusion, the Board of Directors of the Bank extends its sincere thanks and gratitude to His Majesty Sultan Qaboos 
Bin Said (May Allah protect him) on his directives and generous patronage of the bank and thanks go to the esteemed 
government for the continuous support provided to the Bank to enable it to continue providing its services to all citizens 
easily.

The Board of Directors also extends its sincere thanks to the Ministry of Finance, the Central Bank of Oman and all 
ministries, institutions and all public and private organizations for their sincere and honest cooperation with the Bank in 
order to carry out its duties and responsibilities. Also we thanks and appreciate the staff of the Bank for their dedication, 
sincerity and efforts that they have made in order to serve this institution and promote it.

May God help us and you to provide more service to our beloved country Oman under the wise leadership of His Majesty 
Sultan Qaboos bin Said (May Allah protect him), and we pray to God to grant His Majesty good health, wellness and 
longevity and the Omani people with well-being and prosperity.

Yours Faithfully 

Rashad Ahmed Mohammed Omair Al Hinai

Chairman of Board of Directors
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Director General’s speech

Ladies and gentlemen, 

Oman Housing Bank strives to continue the journey of outstanding accomplishments that came to existence through the 
execution of its strategic and financial plans in accordance with the objectives it was established for, achieving continu-
ous successes, which has enabled it to strengthen its stature year after year, and strengthen the satisfaction of its clients, 
as evident that the bank has achieved rising growth rates in the various types of financial statements, which in turn has 
shown the extent of the bank’s capacity of optimally utilizing its financial resources. This would not have been realized 
without the careful planning the bank has maintained to fulfil its operations via methodologies and regulatory principles 
that have encompassed all the aspects of its operations, committing to the bank’s message and its obligations with utmost 
efficiency, capacity and professionalism, relying on its own abilities and qualified personnel. This has contributed in ful-
filling the enhancement of accomplishments and lofty aspirations it has looked forward to, in order to reach the highest 
levels of advancement and success through our vision that set being in the lead as a target we are striving to reach. We 
have continued to commit to applying the ideal practices in the domain of banking operations and governance and the rest 
of international standards, which has resulted in advancement in the level of performance quantitatively and qualitatively.

The operating results have been satisfactory, as evident in that many financial indicators have shown steady growth, as the 
bank’s assets have achieved a growth of around 10% for the year of 2015. The bank has approved loans for the amount of 
80 million Omani Rials in this year, and the lending portfolio has risen to (420.7) million Omani Rials with a growth rate 
of around (12.6%) compared with the end of 2015.   Loan applications received throughout the year have reached more 
than (2000) with an amount of approximately (100) million Omani Rials, which indicates that demand for lending is at 
the utmost extent. In addition, the bank has continued to keep the lagging loan portfolio under control while it had been 
in its lowest performance levels thanks to the intensive efforts exerted to achieve this. Furthermore, the Capital adequacy 
ratio was fortified to exceed the regulatory requirements multiples of times, wherein it surpassed (104%), which indicates 
the strength of the bank’s financial position.

The bank’s role has grown during the preceding years, which makes it considered one of the resources that are relied 
on to accelerate development due to the fact that housing has a pivotal role in the development of all other sectors. This 
can be seen in that the bank has provided more than (41) thousand loans in the amounting of (900) million Omani Rials. 
The banking sector has become broader and more competitive, and this necessitates that the bank continues enhancing 
its operations, its performance levels, and the execution of its strategic and financial plans in order to preserve its clients 
and strengthen their confidence in us, a target that requires continued diligence, preservation of ascending and distin-
guished growth rates, and the establishment of a unique imprint in a banking world that is characterized by continuous 
competition and advancement.

The results the bank has achieved are the product of devoted efforts in addition to the introduction of enhancements and 
development of its entire operations which we take upon ourselves to preserve, resulting in fostering the continuation of 
distinguished and solid performance.

In closing, it is a source of deep gratification of us to express gratitude and acknowledgment to our esteemed   govern-
ment for the unceasing sustainment it provides the bank thus making it able to continue to offer its services to citizens. 
We would also like to express gratitude to His Excellency Chairman of Board Director and to all board directors for their 
guidance and continuous observation of the bank’s performance that work to fulfill the objectives for which it was estab-
lished, and to our respected clients for their confidence in us. We furthermore thank all personnel in the establishment in 
all of their positions for their efforts, devotion and role in its success and prosperity.

We ask God for his sustenance for all.

Adnan Haidar Darwish

Director General

Secretary of the Board of Directors
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Oman Housing Bank S.A.O.C 

Risk Management Department

DISCLOSURE UNDER BASEL II-PILLAR 3/2016

1.  Risk Management

  The Board of Directors has a very important role to play in the overall supervision of risk management operations, 
in order to ensure proper application of the same, and that the Bank is operating within the prescribed limits. The 
Board approves all the risk management policies and sets the acceptable risk levels, in addition to the approval of the 
capital adequacy evaluation process. 

 The Board has formed a Committee (Finance and Risk Management) to assist the Board in proposing and developing 
risk management policies; to suggest the acceptable risk levels’; to develop the proper methods to identify, measure 
and control risks; and to monitor the compliance of the Bank’s units with the risk measures and limits, as well as to 
review the efficiency and efficacy of the Risk Management Department by being under the supervision of the said 
Committee.

2.  Disclosure Policy 

 The Bank has an official policy in place derived from Basel II (Disclosure Requirements under Pillar 3) as approved 
by the Board in line with the CBO’s requirements.

3.  Scope of Application 

 The Bank operates through a network of branches in the Sultanate of Oman, and the statements submitted later about 
the capital structure are consolidated of all the branches. The Bank has no subsidiaries and does not constitute part 
of any group.

4.  Capital Structure 

 The Bank’s regulatory capital is divided into three tiers:

 •  Tier 1: Core capital, including: The paid-up capital, legal reserve, special reserve and retained earnings. There are 
no innovative capital instruments. The authorized capital comprises (89,325) million shares of OMR 1 each. The 
Bank allocates (10%) of its annual profits to the legal reserve, and such allocation shall continue until the reserve 
becomes equal to one third of the capital. Such reserve may not be distributed, and the General Meeting may decide 
to formulate optional reserves up to 20% of the net profits of a given year after the deduction of the legal reserve. 
The formulation of retained earnings is aimed at improving the Bank’s financial position and to meet any unforeseen 
contingencies.

•  Tier 2: Additional Capital, which is comprised of: General Allowance for Loan Loss (not exceeding 1.25% of the 
Risk Weighted Assets). 

•  Tier 3: Short-term subordinated loan to meet market risk: The Bank has no Tier 3 capital.
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 Following are the capital structure components as on the disclosure date: 

000 ORStatutory Capital Structure as on 31/12/2016

89,325

20,0061- Core capital:

55,635Paid-up Capital

59,502Legal Reserve

Special Reserve

Retained Earnings

224,468

Total Tier 1

2,230Tier 2 – Additional Capital:

2,230General Allowance for Loan Loss

Total Tier 2

Total Eligible Capital

226,698

5.  Capital Adequacy 

 The Bank’s capital adequacy is calculated according to Basel II guidelines and CBO’s directives, by using standardized 
approach for calculating credit and market risks, if any, along with applying the simple approach for recognizing the 
collaterals. The Basic Indicator Approach is applied for calculating operational risk. The Bank uses the ratings by 
Moody’s to calculate the risk of claims from banks and other financial institutions. The Bank has a policy to maintain 
robust and adequate capital base commensurate with the nature of the Bank’s activity of providing long-term lending 
in order to meet any loss risks or unforeseen difficulties. In spite of the strong capital base, which enables the Bank 
to cope with any conditions or fluctuations, nevertheless, the Board has decided, to ensure more precaution and 
prudence to meet any developments, to increase the capital adequacy by (2%) above the regulatory level prescribed 
by CBO of (12%), so that the Bank’s official adequacy rate will become (14%). The actual adequacy rate at the end 
of the year was (104.55% )as evident from the following statements.

 The quantitative calculation of the Bank’s capital adequacy is as follows:

Risk Weighted 
Assets

Net Balances 
(Book Value)*

Total Balances 
(Book Value)

Description Amounts in RO ‘000

172,807444,714Balance Sheet Items

5,60442,441Off-Balance Sheet Items

224,468224,468Capital-Tier 1

2,2302,230Capital-Tier 2

----Capital-Tier 3

226,698226,698Total Eligible Capital

21,409178,411Capital Requirements for Credit Risk

--Capital Requirements for Market Risk

4,61038,414Capital Requirements for Operational Risk

26,019216,825Total Capital Risk

103.52%Capital Adequacy Ratio- Tier 1

104.55%Capital Adequacy Ratio - Total

* Net after deduction of provisions, reserved interests and eligible collaterals.
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6. Risks & Reserves (Hedging) 

6-1: Credit Risk Credit

 Risks result from all the products and services if counterparty fails to meet its payment obligations according to the 
contractual terms and conditions. Despite that the credit offered by the bank is comprised of housing loans available 
to citizens, secured by property and geographically confined to the Sultanate of Oman, but risks, however, may 
sometimes arise when such collaterals don’t fully covering the entire obligations payable by the customer. Credits 
are approved by the Executive Management within specific limits, and according to prudent criteria and practices 
as authorized by the Board, in order to minimize any potential losses, and keep the credit risk exposure within low 
levels and acceptable limits. The Bank follows the standardized approach for calculating the risk weighted assets 
at a rate (35%) for housing loans subsidized by the Government of the Sultanate of Oman, and the rate of (100%) 
for the other loans. The Bank also identifies the amount of potential credit losses by following the set credit rating 
pursuant to CBO’s Circular (BM 977) dated 25 Sep. 2004, after taking into account the market value of the real estate 
collaterals by( 50%).

 Whereas the credit offered by the Bank is limited to one type and confined within one geographical area, the 
quantitative disclosure is limited to:

RO ‘000

Status as on
 31/12/2016

 Average of
Current Period

Credit Type

00Personal loans to staff

3989714270Housing loans to citizens subsidized by the government

21794337Other housing loans for citizens (Unsubsidized)

4207654607Total

 Movement of Gross Financing

RO ‘000

Non-Performing LoansPerforming Loans
DetailsSr.

382,530169054795272379,269Opening Balance1

0(339)(17)(215)253318Consolidation /Change2

74,9514114274,903New Loans3

27,2829923541227,094Recovery of Loans4

000000Loans Written off5

430,1991293508687464427247Closing Balance6

9,195320130170288,547Provision Held for Scheduled Loans7

2392265710Retained Provision8
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6-2  Market Risk 

 Market risk is the risk of changes in the value of financial instruments or transactions due to changes in the market 
variables. The items on the balance sheet of the Bank do not currently include any assets or liabilities exposed to 
changes in foreign exchange rate, as all transactions are made either Omani Rials or US Dollar, which is pegged 
to OMR. As for interest rate risk, they may arise directly in the event of increase in the interest rate on short-term 
deposits or mid-term loans, while the interest rates are fixed for customer borrowings. The Bank is trying to follow 
long-term loan policy to avoid such risks, or Government loans at a fixed interest rate. The Bank’s closing accounts 
include distribution of assets and liabilities over predetermined timescales to indicate the sensitivity gap towards 
interest rates.

6-3  Liquidity Risk 

 Liquidity risk is the risk that the Bank will not be able to meet its obligations as they fall due. Liquidity risk arises 
due to desynchronized cash inflows and outflows. The Bank follows a prudent liquidity management policy by 
maintaining certain arrangements to provide available cash to meet its short term obligations. The Bank’s approach 
to managing liquidity is to reduce, as far as possible, the gap between the assets and liabilities, as well as by mid and 
long term borrowings, when necessary, to ensure that sufficient liquid funds are available to meet any commitments 
as they arise. The final accounts of the Bank include an analysis of the assets and liabilities over a number of 
predetermined timescales to indicate liquidity gap.

6-4  Operational Risk

  Operational risk refers to the loss resulting from inadequate or failed internal processes, people and systems or from 
external events, etc. that may arise due to legal or regulatory requirements. The Bank follows the Basic Indicator 
Approach for the measurement of such risk, which stipulates that 15% shall be deducted from the average income 
for the last three-year period to determine the Operational risk capital.

 Second: Business Continuity Planning Business Continuity Management refers to the implementation and 
management of preventive measures, planning and preparation to ensure resumption of the Bank’s business after an 
emergency or shutdown. The Bank will ensure that all systems and processes can be resumed during situations of 
business interruption. To this end, the Bank has a contingency plan in place to ensure effective business continuity 
under unforeseen disasters, in accordance with CBO’s instructions in this regard. The Bank carries out constant 
revision of the current plans by applying an active action plan to ensure processes and systems continuity along with 
flexibility and readiness to address any emergency requirements. The business Continuity Management Committee is 
responsible for drafting, adopting, modifying, testing and maintaining the activity continuity plans of the Bank. The 
Committee shall review and agree on strategic input as regards the evaluation and planning of business continuity 
to ensure proper management of business continuity and that planning and maintenance responsibility is recognized 
across all business processes. In order to enhance the business continuity plan framework,

 
 the Bank has: 

	 ✱  formed the Business Continuity Management Committee and determined the terms of reference thereof. The 
same holds necessary meetings for performing its role. 

	 ✱  Conducted Evacuation and first aid drills in case of fire at the Head Office. 

	 ✱	 Conducted annual tests to restore the banking system of the Bank.
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