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Our vision

Our values

Our Strategic objectives

e Customers:

* Employees:

e Shareholders:

e Community:
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We enter 2015 ina*“¢
strong position and from
a stable platform which

will ensure that the
Bank is well-placed for
°°future success.

to thank our valued customers and dedicated management team
and staff who have created opportunities and managed challenges
so successfully over the last 12 months. Our achievements are the
result of the dedication, hard work and professionalism of our
employees, and | wish to take this opportunity to recognise their
efforts and applaud their achievements.

A key theme for the Bank in 2014 was digital leadership through
innovation and the implementation of new digital banking
technologies, both for employees and customers. National Bank of
Oman has always been a frontrunner in developing and adopting
the best practices in the world of technology. Our vision is to be
the bank of choice by delivering a consistently superior customer
experience, engaging customers through technology and offering
them convenience, personalized services and innovative products.
In the last year, this has included the launch of a new and interactive
corporate portal, a state-of-the-art mobile banking app and new
social media channels to better engage with customers.

We have also continued to foster a high performance and values-
based culture within the Bank by delivering a comprehensive bank-
wide training and development programme to enhance skill-sets
and to develop a strong pipeline of future business leaders. We
are committed to nurturing talent and delivering a consistently
superior customer experience through all our customer-touch
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Introduction

2014 was a year of building momentum and growth at National
Bank of Oman, as we increased the size and scale of the Bank.
This is evident in National Bank of Oman delivering its strongest
ever performance in terms of net profit (RO 50.3 million) since it
was founded. Our long-term strategy also helped to deliver growth
across all divisions of the Bank — and will continue to set the tone as
we introduce new services to customers and enhance our banking
offering. We enter 2015 in a strong position and from a stable
platform which will ensure that the Bank is well-placed for future
success.

Over the course of 2014, National Bank of Oman demonstrated
growth in both its revenue, range of products and services and
geographic coverage. Despite a volatile and fast-changing market
environment, National Bank of Oman continued its solid earnings
growth. Muzn Islamic Banking, National Bank of Oman’s Islamic
Banking window, our branches in the UAE, and the Wholesale
Banking division should all be celebrated for their accomplishments
in 2014. We retained and acquired more customers, attracting
higher revenues across our international operations in the United
Arab Emirates.

There were many drivers of our success in 2014, and | would like
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planned projects will support the Sultanate’s economic growth and
bolster employment opportunities in the private sector, gradually
de-emphasizing the contribution required from the public sector
to sustain economic growth in the Sultanate at compelling levels.

The Banking Sector

The banking sectors in Oman and in the UAE, the two countries the
Bank operates in, recorded robust asset growth in 2014, coupled
with an improvement in asset quality and capital adequacy.
Whilst credit growth has been strong, average liquid assets to
total banking assets of commercial banks has increased, exerting
downward pressure on asset yields.

The 2015 outlook for the banking sectors of Oman and the UAE
is expected to be somewhat subdued compared to 2014, with
moderate operating conditions expected. Although infrastructure
and development spend in both countries is expected to continue
to support credit growth, challenges from lower than budgeted
oil prices have the potential to affect the pace of project roll-outs.

National Bank of Oman in 2014

The Bank achieved a net profit of RO 50.3 million for the year
ended 31 December 2014, marking an increase of 21.5% over
the previous year. Given the market conditions and considering the
sector’s results, this is very commendable. Return on equity has
shown strong improvement to 14.6% in 2014 vs. 13.3% in 2013,
which compares favourably relative to the market.

Total operating revenues comprising of net interest income,
income from Islamic financing and non-interest income grew by
10% to RO 114 million, and this was mainly aided by credit growth
both in Oman and the UAE. The UAE operations, albeit from a small
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points to realize our vision and strategic objectives, and to
contribute to National Bank of Oman’s success.

Economic Development

The GDP of the Sultanate of Oman reportedly increased to 5.2%
(RO 23.6 billion) during 2014 up from RO 22.4 billion in 2013,
according to Oman’s National Centre for Statistics and Information
(NCSI). In line with the Government’s projections, the World Bank
expects GDP to continue at a steady growth rate of 5% during 2015,
although most commentators expect a slowdown in subsequent
years on the back of lower oil prices; the Economist Intelligence
Unit forecasts an average GDP growth rate of 3.8% between 2015
and 2019. The International Monetary Fund (IMF) estimates that
inflation in 2015 will remain stable at approximately 2.8%.

The sharp reduction in oil prices may exert increasing pressure on
government finances over the medium-term. However, the 2015
Government budget that was recently announced strikes a positive
note, with spending amounting to RO 14.1 billion in 2015, a 4.5%
increase over the previous year.

Oman’s 2015 budget plans to run a deficit of RO 2.5 billion (8% of
GDP) largely due to lower oil prices assumed at USS75 per barrel
according to the Ministry of Finance. The deficit is expected to
be financed mainly through draw-downs of accumulated reserves
and through increased debt issuance. Although reserves are lower
relative to most neighboring countries, they are nevertheless
substantial and provide an important buffer for anticipated fiscal
deficits in the medium-term. In addition, there are very low levels
of government debt prevailing, which provides substantial scope
for increasing deficit financing through sovereign debt issuance
over the next few years.

Overall, the Bank believes that the 2015 budget is appropriate
given the macro environment. The successful completion of key
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confidence in the Bank’s position and future strategic direction
as well as the Sultanate of Oman’s international standing. Thev
Bank has identified a strong current demand for project finance in
local and foreign currencies, which the EMTN bond issuance will
facilitate.

In 2013, the Bank launched its Muzn Islamic Banking Window, the
first Islamic Banking window to be established in the Sultanate,
and also opened a branch in Dubai, the Bank’s second branch
in the United Arab Emirates. Although they’re both in their early
growth phases, the UAE business and Muzn Islamic Banking have
both recorded solid performances in 2014 associated with strong
revenue and asset growth. With strong foundations in place, the
Bank expects further growth and progress in these areas.

Notwithstanding the challenges that lower oil prices present, the
Bank is strongly positioned for continued growth, driven by a stable
and diversified funding base, good asset quality and NPL coverage,
a well-established UAE operation and a promising Islamic Banking
window. The Retail and Corporate businesses will continue to be
core contributors to the Bank’s revenues, and fee income from
investment banking activities - particularly in the advisory space-
is expected to continue to exhibit strong growth, to play an
increasingly important role in the Bank’s approach to serving the
rapidly evolving needs of its wholesale banking clients.

The Bank enjoys high quality capital with 12.3% core equity
resulting from increased retention. In addition, the Bank is in the
advanced stages of concluding the issuances of Basel-lll compliant
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base, grew by 222%. Operating expenses for the Bank overall
increased by 12% mainly because of investments in people in the
UAE as well as in Oman’s Islamic banking business, which are in
their growth phases, and as a result, require above average growth
in resource allocations.

Impairments on loans and investments during 2014 were RO 2.3
million, resulting in a reduction of 72% over the previous year
and representing 0.10% of the Bank’s total loans and advances.
Non-performing loans (NPLs) as a % of total loans stood at 2%
(compared with 1.9%in 2013). NPL coverage has been maintained
at a conservative 142%, which is amongst the most efficient in the
local market.

Pre-tax profits for the year ended 31 December 2014, grew by
22.4% to RO 57.5million and net profit grew to RO 50.3 million,
a 21.5% increase from the previous year. This is the highest net
profit recorded by the Bank since its formation in 1973. These
results translate to an improvement in return on equity to 14.6%
(compared with 13.3% in 2013) and return on assets to 1.5%
(compared with 1.5%in 2013).

The Bank’s net loans and advances grew by 12% to RO 2,317
million, whilst customer deposits and other long-term borrowings
grew by 9% to RO 2,373 million.

Following a highly successful international investor road show,
National Bank of Oman’s first bond issuance under its new Euro
Medium-Term Note (EMTN) programme was more than three times
oversubscribed. Reflecting National Bank of Oman’s international
standing, the USS500 million bond attracted significant interest
from a wide group of global investors and will enable the Bank
to diversify sources of its long-term funding while capitalising on
excellent pricing available in the debt markets. The strong appetite
from international investors clearly demonstrates international
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focus on delivering a superior customer service, whilst adopting a
segment-based approach to product development.

The Bank will be sharpening its customer-centric focus to deliver
tailor-made solutions to specific segments, namely: Young Omani
Professionals, affluent or emerging high net-worth individuals
through the Bank’s Mazaya Banking proposition, high net-worth
individuals to be served through the Bank’s ‘Sadara Wealth
Management’ proposition, and Youth through the ‘Mustagbali’
banking proposition. In addition, key products such as housing
loans, short-term deposits, Bancassurance and Credit and Debit
Cards will be customised to these segments’ needs to deliver value-
added products and services.

Wholesale Banking

National Bank of Oman continues to lend support to large
projects in the Sultanate of Oman which are of national and
strategic importance, including projects in the tourism, transport,
infrastructure, power and water sectors. A key component of
the Bank’s comprehensive banking operations is its large and
growing Project Finance division and the Bank’s strategy is aligned
to the Sultanate of Oman’s economic agenda. National Bank of
Oman offers project finance and loan syndication services to
encourage private and foreign investments and further support
Oman'’s diversification strategy. In 2014, the Bank also signed a
Memorandum of Understanding with the Special Economic Zone
at Dugm (SEZAD) to provide financial support to potential investors
at SEZAD, this important milestone demonstrates the Bank’s
commitment to supporting Oman’s economic diversification
strategy.

2014 was another successful year for the Wholesale Banking
Group with each of its divisions exceeding their ambitious targets.
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additional tier 1 and tier 2 subordinated debt. These issuances will
give the bank adequate room to pursue its growth aspirations.

Key developments - Core segments
Retail and Private Banking

The Retail and Private Banking Group has posted a modest revenue
growth Of 2.8% against a backdrop of increasing pressure on the
Group’s loan book associated with recent regulatory changes,
specifically relating to personal loans. The Bank’s customer touch
points, which includes one of the largest branch networks in the
country and a strongly emerging digital capability centered around
delivering a superior customer experience; are a strong focus for
the Bank going forward. National Bank of Oman is committed to
delivering a consistently superior customer experience through
all its customer touch points, by introducing market-leading
innovations and financial solutions.

As a testament to its customer-centric approach, the Bank
established a dedicated Customer Experience Division within the
Bank to continue to deliver on its commitment to customer service
excellence.

The Private Banking business continued to see growth in acquisition
of high value clients through the delivery of bespoke investment
research and investment advisory services, whilst the Sadara Wealth
Management platform introduced a mobile banking application -
Sadara Deals - for customers to gain access to exclusive offers from
select merchants.

The Bank successfully concluded its first mystery shopping service
audit and will utilize the results as an initial benchmark to improve
on current service levels. In 2015, the Bank will continue its
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Banking clients manage their financial risks efficiently by offering a
comprehensive suite of products tailored to each client’s specific
requirements.

Investment Banking

The Investment Banking division has also seen another strong
year with the performance of the proprietary investment
portfolio contributing to the Bank’s bottom-line through a
healthy combination of significant dividend and coupon returns
complemented by profit taking in some select positions. The
Bank continues to follow a prudent, research-driven, fundamental
investment approach, and balanced strategy that is well-poised
to continue to deliver a strong and steady performance going
forward. The Asset Management Unit had another good year
growing its GCC equity fund to be the largest equity fund in Oman
by the end of 2014. The Bank also won the MENA FM “Oman Asset
Manager of the Year” award for the second year running against
very strong competition. The Corporate Finance and Advisory
Unit performed well, executing several advisory mandates, most
notably in the real estate and oil and gas sectors.

Trade Finance

The Bank’s Trade Finance and Financial Institutions divisions all
delivered solid performances in 2014, accentuating the broad-
based success of the Wholesale Banking group.

Technological Leadership within Wholesale Banking

As part of the Bank’s commitment to drive technological leadership
to deliver a superior banking experience, it continues to work with
clients to automate and integrate its services - wherever possible -
so that there is straight-through processing of routine transactions.
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Revenue grew by 21% over the previous year on the back of good
asset growth and strong fee income. There’s a continued focus on
diversifying sources of income away from pure corporate lending,
with strong contributions from other businesses within the Group
over the past 4 years.

Corporate Banking

Notwithstanding the successes of the Wholesale Banking Group,
the Corporate Banking division has seen significant successes in
2014, driven by a talented and experienced team of bankers. The
Bank participated in strategic projects of national importance, and
played a key role in the Sohar Refinery re-financing and expansion
project.

Government Banking

The highlight of the year was the superlative performance by the
Government Banking division, which recorded strong growth in
deposits, trade business, new account acquisition and foreign
exchange services. The division was formed two years ago, and
has quickly emerged into one of the Bank’s strategic businesses.
The Government Banking division has been driving government
business not only from a funding and liquidity perspective, but also
from a much more holistic view of the opportunities to serve this
all-important sector of the economy. The Government Banking
division also extends its services to Retail and SME clients as well
as the Bank’s international operations. It delivers an integrated
approach to client servicing, offering a comprehensive banking
solution to these organizations from a single window.

Treasury

The Bank’s treasury division plays a critical role in helping Wholesale
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also able to facilitate trade flows between Oman and the UAE, to
support medium-sized Omani companies with cross-border trade
requirements.

2014 has been a milestone year for the Bank with regards to the
initiatives taken on the SME Banking front. The strong foundations
that were put in place in 2013 bore fruit in 2014, with total credit
to this segment going up by over 300%, extending financial and
non-financial solutions to over 15,000 new SMEs in 2014.

Business Banking

Business Banking works closely, from an advisory-led approach,
with many emerging mid-sector corporates in Oman and supports
them with their operational and strategic decision making. The
Bank works with clients to create bespoke financial and advisory
solutions tailored to their unique needs and requirements.

A dedicated team offers tailor-made solutions and services such
as: Cash management, treasury, trade finance, retail banking
for employees, and the exclusive Sadara Banking service for the
Senior Management. Expert advisory capabilities, many of which
are offered on a complimentary basis, seek to offer an enhanced
and value-added customer experience, and are key strategic
differentiators in the Bank’s approach to the client relationship.

As at December 2014, the total credit given to the mid corporate
sector stood at RO 54 million. With the expected growth in the
mid corporate sector in 2015 and beyond, the Bank continues to
focus on assisting clients in identifying their specific financial needs
and becoming their bank of choice.

Muzn Islamic Banking
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It introduced an innovative solution to Wholesale Banking clients
through a Business-to-Business platform which enables the
integration of all payments, collections and MIS reports under a
single system.

The Bank also launched its Point of Sale (PoS) acquiring business
that has been positively received by corporate and SME clients.
In the trade business, the Group has enhanced clients’ banking
experience by introducing guaranteed turnaround times, and the
Bank will continue to enhance its segment offering, supported by
innovative digital solutions, to deliver a consistently superior client
experience and increased internal efficiencies.

In 2015, the Bank will continue to build on the strong foundations
that it has put in place in 2014. Going forward, the Bank will focus
increasingly on providing advisory services to clients, transitioning
from a liquidity provider to a more strategic partner for wholesale
banking clients. The overriding objective is to further enhance the
Bank’s position as an innovative, value add and trusted banking
partner.

Commercial Banking
Small & Medium Enterprises (SME)

National Bank of Oman understands the importance of SMEs in
developing a strong and diversified economy for Oman, and sees
entrepreneurs as the leading business figures and employers of
the future. Therefore, in 2014, National Bank of Oman revamped
its Small Business Unit in a bid to extend support to Oman’s SME
sector. As part of the revamp, National Bank of Oman has launched
a first of its kind initiative in the form of mobile SME Hubs which
have dedicated staff who can service SMEs across the Sultanate.
As the only Omani bank with operations in the UAE, the Bank is
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Security and Business Continuity Risk.
Corporate Credit Risk

The sharp decline in oil price has potential slowdown in inflow
of new projects in Oman. However, the Government of Oman
sets all these speculations to rest in its 2015 budget with a
commitment that existing and critical projects will remain on track
and that projects intended to diversify the economy, and stimulate
economic growth, will continue to be supported. The Bank is
mindful of these developments and monitoring and carrying out
the stress testing of price of oil on the Corporate Credit portfolio
on ongoing basis.

Although the credit and liquidity stresses in the global markets,
especially in Europe and the USA have considerably eased up,
there are still some areas requiring closer attention and monitoring
from the perspective of credit risk management. The Bank took
measures to proactively rationalize its exposures to counterparty
banks and countries. Apart from monitoring credit exposures on a
regular basis, the Bank was also regularly tracking portfolio credit
quality, concentration risks, exposures to sensitive sectors and
conducting stress tests on various aspects of the credit portfolio.

Retail Credit Risk

Credit facilities are offered to retail customers primarily based
on a Product Program approach, which contains standard risk
acceptance criteria and loan processing practices. The approach
is followed to enhance the efficiency of the portfolio, optimizing
its risk-and-reward mechanism. A comprehensive review of the
Retail Credit Portfolio is conducted at regular intervals. Salient
areas covered include delinquency analysis, Non-Performing Assets
trends and recoveries, monthly analysis. During the year System

MIEINIA

AWARDS

Yv
. e sgiudl oill gule=dl gl gl il

Muzn Islamic Banking, the Bank’s Sharia’a compliant window
has witnessed robust growth in 2014. Total assets significantly
increased in 2014 vis-a-vis the previous year and reached OMR 90
million.

To support its growth and expand its reach to a wider client-base in
the Sultanate, three new Muzn branches were opened in Mabellah,
Sur and Sohar. The Bank continues to enhance its product offering
to cater to this segment’s needs and deliver financial solutions
that are in line with their beliefs. In addition, Muzn actively seeks
to enhance its distribution channels by introducing new digital
platforms that will improve customers’ experience and provide
easy access to Muzn’s products and services. As a testament to
this, Muzn Islamic Banking launched its dedicated Internet Banking
services in 2014.

Muzn Corporate banking has also recorded robust growth in high
value transactions in 2014. The Bank introduced Shariah-compliant
products for its corporate customers such as project financing,
construction financing, etc.

Risk Management

The principal risks facing the Bank’s business are credit risk,
liquidity risk, market risk (including foreign exchange risk, interest
rate risk and profit rate risk), operational risk (including regulatory
and legal risks) and strategic risk. The Bank’s risk management
policies and procedures are designed to identify and analyse
these risks, prescribe appropriate risk limitations, monitor the level
and incidence of such risks on an ongoing basis and prescribe
appropriate remedial action. Policies and procedures having a
bearing on Risk Management were reviewed and approved by the
Board Risk Committee (BRC), and new initiatives were undertaken
to further enhance risk management practices in the areas of
Credit Risk, Market Risk, Operational Risk as well as Information
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The middle-office within the Market Risk division along with Treasury
and Investment Banking Operations continued daily monitoring of
positions in foreign exchange and investments for the Bank.

The Interest Rate Risk in the Banking Book was analyzed at regular
frequencies, and presented to ALCO based on the impact on the
Economic Value, as well as the earnings at risk on account of
parallel shifts in the interest rates. The analysis was done based on
Basel Committee and CBO guidelines. Monthly stress tests were
conducted to study the adverse movements in the currency rates,
as well as impairment in investment exposures.

The Bank implemented an integrated Treasury Front Office, Mid-
Office and Back Office system during the year to enhance the
capturing and monitoring of Market Risks real-time in line with best
practices and regulatory requirements.

Moreover, a system to integrate the entire spectrum of investment
banking activities spanning Front Office, Back Office and Middle
Office is being implemented, which will automate the transaction
booking, processing and monitoring functions to an online
functionality.

Legal Risk Management

The Legal Division continued to provide legal services to the Bank,
vetting all the Bank’s contracts, agreements, forms as well as
handling the Bank’s lawsuits and liaising with external law firms.

The division updated the management and the Board of Directors
about all the changes in the legal framework in Oman, and worked
closely with the Human Resources Management Group on HR-
related issues and lawsuits. In co-ordination with the Fraud section
in the Internal audit Division, the Legal Division was effectively
involved in ensuring compliance with the prevailing laws and
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enhancements and new processes have been introduced across
critical activities under Retail Risk. Such changes have resulted
in automated reporting of delinquent accounts and provisioning
of retail asset facilities. Additionally, Retail Risk endeavors to
implement international best practices through introducing
analytic systems that aim to improve portfolio performance
management and delinquency.

Liquidity Risk Management

Comfortable liquidity conditions prevailed for the most part of
the year, which was evidenced by the surge in short-term, low-
yielding Certificates of Deposits (CDs) with the Central Bank
of Oman. During the last quarter, coinciding with the fall in oil
prices, the volume of CDs witnessed a perceptible decline. The
liquidity conditions are influenced by system-wide factors, and
the Bank has in place a robust Liquidity Contingency Plan which
takes into account various scenarios and has already been further
strengthened by incorporating measures for contingencies such as
intraday funding crisis and operational disruptions.

The regular projections of maturity gaps for both Omani Rials and
US Dollars enabled the Bank’s ALCO (Asset Liability Committee)
to formulate action plans in a timely manner, thus enabling it to
effectively manage its liquidity position through a combination of
available measures.

Liquidity Risk position continues to be monitored regularly through
the analysis of various reports, such as Maturity of Assets and
Liabilities, Liquidity Lines, Lending Ratio, Early Warning Indicators,
Stock Ratios, Simulation of Gaps in Omani Rials and US Dollars,
Liquidity Stress Tests and the Daily Financial Risk (DFR) report.

Market Risk Management
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resolution is not possible.
Business Continuity Management

Business Continuity Management (BCM) is an integral component
of the Bank’s Risk Management framework. The BCM framework
encompasses Business Impact Analysis (BIA), Business Continuity
Plans (BCP), Recovery strategies, Crisis Management and awareness.
The Senior Management team oversees the implementation of the
BCM framework principles to ensure there is continuous monitoring
and improvement to the BCM program. As part of BCM initiatives,
the Bank takes necessary actions to ensure effective measures are
taken in a crisis situation.

Compliance

The Compliance division is involved in reviewing the Bank’s policies
and procedures, services and products, to ensure compliance with
various laws and regulations and internationally accepted best
practices.

The Bank has been proactive in managing its compliance risk. The
Board of Directors and Senior Management endeavor to ensure
the Bank’s operations and business conduct are consistent with
the laws and regulations of the Sultanate and the other markets
it operates in. These include, but are not limited to; Laws and
Regulations issued by the Central Bank of Oman and Capital Market
Authority, as well as internationally accepted best practices. The
Bank fosters a culture of compliance which is seen not only as a
requirement of law but also as a good business practice.

Operations

2014 has been a very eventful year for the Operations Group
which has extended its support to all the businesses to help
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regulations in the Sultanate.

The Legal Division was heavily engaged in vetting Islamic Banking
contracts and forms in 2014, assisting the team to up set it up in
accordance with legal requirements.

Operational Risk Management (ORM)

The Operational Risk Management (ORM) continued the regular
monitoring of incidents to ensure that effective and robust controls
are in place | established. Following the reported incidents of
card skimming in the country, a thorough review of the processes
relating to card issuance | management was undertaken and
stringent security measures were introduced.

The Fraud Risk Management Division implemented a real-time
fraud monitoring system to monitor Debit and Credit MasterCard
transactions. In addition, a comprehensive training programme
on the identification, management, and prevention of ATM and
operational frauds was delivered to branch managers and ATM
custodians across the Sultanate.

Remedial Management

Remedial Management Division (RMD) directly and proactively
manages the Bank’s sub-standard, doubtful and loss graded
Corporate, Business and SME accounts. The division also manages
a few Special Mention Accounts. The Special Mention and sub-
standard accounts are administered with the objectives of
collateralizing these facilities, if possible, restructuring them, if
needed, and hopefully rehabilitating these relationships so that
they can be returned to the Corporate Banking Division as fully
performing accounts. RMD manages all substandard, doubtful and
loss graded accounts to minimize the risk of loss to the Bank. The
Bank pursues legal collection options in the event that normal
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With the unstoppable shift in technology towards mobility, the
Bank continued to invest in its digital platforms to deliver a high-
tech and state-of-the-art mobile banking application that contains
smart features and services that enable customers to bank with
National Bank of Oman in a new and unique way.

Other digital enhancements and innovations

In addition, following the implementation of a comprehensive
payments platform in 2013, the Bank leveraged that investment
and implemented several new payments services. As a testament
to this, the Bank launched its Point-of-Sale service, attracting new
corporate banking clients and expanding its services to its existing
clientele. Furthermore, the Bank enhanced online shopping security
parameters for customers by introducing 3D secure technology,
enabling cardholders to enjoy their banking experience online with
peace of mind. The Bank also activated cash deposit services on its
ATM machines to facilitate cash withdrawals and deposits from the
same machine, thereby delivering an enhanced platform for self-
service banking, enabling customers to manage their finances at
their own convenience.

Driving Internal Innovations to Deliver Customer Service Excellence

As part of the Bank’s focus on driving technological leadership,
it initiated an internal innovation program named “ibtikar”.
The annual programme creates an open platform in which staff
focus on building innovative technology concepts which could
be applied to improving banking services and operations. The
“ibtikar” participants developed a number of successful prototypes
and those are in the process of being fully developed for rollout.

Human Resources
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them achieve their financial targets. The operational focus was
on improving productivity and efficiency across the divisions to
deliver a consistently superior customer experience. To achieve
this, the Group put a measurement framework in place to enhance
efficiencies.

During the course of the year, the treasury operations were fully
automated to ensure straight-through processing of treasury
deals. The Operations Group was able to reap the benefits of Loan
Origination systems in both Corporate and Retail credit delivery
operations resulting in an improved customer experience. The
Group had also initiated automation of other processes such
as salary processing, automated customer confirmation for
remittances, and bulk remittance capability. Further enhancements
were made in Trade Operations, Corporate and Retail Credit
Operations and centralized remittance processes to implement
preventive controls to mitigate operational risks.

Information Technology

National Bank of Oman has continuously sought to be at the
forefront by introducing new digital banking innovations to
deliver a consistently superior customer experience through all its
customer touch points. Technology will be a key enabler for the
Bank as it continuously seeks to enhance efficiencies.

New Corporate Portal

The Bank has launched a new interactive corporate portal to
enable customers to bank-on-the-go and manage their finances at
their own convenience. The new webpage sketches a fresh image
for the Bank creating an alluring appeal to attract and connect
with customers.

New State-of-the-art Mobile Banking Application
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of Oman is committed to developing a strong pipeline of business
leaders to help safeguard the nation’s prosperity in the future. It
was through this specific focus that the Bank announced the first
female Omani Chief Risk Officer, Salma Salim Said Al Jaaidi. People
are undoubtedly the Bank’s most important asset, and National
Bank of Oman is deeply committed to their ongoing development.

In addition, the Bank launched the “Qadat Al Mustgbal” Graduate
Development program to attract talented Omani graduates and
fast-track them through their careers, hence developing a strong
pipeline of business leaders. The program aims to provide career
opportunities for top graduates of local universities and colleges
across the Sultanate.

Omanisation for the year 2014 stood at 91.57% compared to
90.87% in 2013. At the end of 2014, the Bank had a workforce
of 1368 full-time employees, with a net profitability per employee
of RO 36,746 at the end of 2014, compared with 30,202 at the
end of 2013. While attrition in 2014 stood at 9.5% compared with
9.26%in 2013.

Finance

The Finance Group ensures that business performance is measured,
monitored and reported to internal and external stakeholders in
compliance with applicable regulations. Finance plays a key role
in the Bank’s business and financial strategy in Oman and the
UAE in addition to day-to-day business performance and support.
The function played a key role in the successful conclusion of the
USD 500 million Euro Medium Term Note issuance during the last
quarter of 2014.

The function is responsible for compiling and returning all
regulatory returns the Central Bank of Oman and the UAE require,
and complying with any requests the two regulators may have.
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The HR Group advanced the strategic transformation of the Bank
by introducing initiatives aimed at driving a high performance
and values-based culture, staff engagement, fostering a learning
environment and delivering training and development programmes
for all employees to enhance capabilities, as well as attracting,
retaining and motivating talent.

Learning and Development

The Bank’s training arm, the National Bank of Oman Academy of
Excellence, continues to go from strength-to-strength. National
Bank of Oman is committed to developing its employees’ skill-
sets to drive a high-performance and values-based culture. The
Academy of Excellence applies the most advanced methods
to provide employees an interactive and hands-on learning
experience, which yields improved communication, motivation,
teamwork and strong results across the organization. In 2014, the
Bank collaborated with the prestigious London Business School of
Management to deliver an 8-month Transformational Leadership
Programme for employees. In addition, the Bank introduced a
15-months “Future Leaders Programme”, which was delivered
by Cambridge University’s Judge Business School in Qatar. The
objective of the programme was to fast-track young employees
with the potential to take on leadership roles within the bank in
the future.

Supporting and developing local talent

The Bank continues to focus on developing and promoting
Omani nationals in support of the Nation’s Omanisation efforts. A
successful, well-balanced economy is nearly always driven by well-
trained workers who have been empowered with the skills and
knowledge to make them productive in their chosen career path.
Meanwhile, it is through high-quality education programmes that
the next generation of Omanileaders will be inspired. National Bank
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The Bank continues to support the Sultanate in a host of ways; one
patent example of this is the National Bank of Oman Golf Classic.
National Bank of Oman identifies with the values of the game of
golf — integrity, honour, sportsmanship and fair play — particularly
among younger Omanis. The Bank’s collaboration with The
European Challenge Tour, the ‘Nursery Tour’ for The European Tour
which has produced many of its finest golfers, aims to encourage
youngsters to take up golf and embrace those values, and perhaps
produce top-class Omani tournament stars in the future.

The National Bank of Oman Golf Classic continues to build its
reputation as one of the most popular and well-organized events
on the European Challenge Tour schedule. Future Golfing stars,
as well as several experienced champions, praised the first and
second edition of the penultimate event. The tournament has put
Oman on the world golf map and provided a considerable boost
to the business sector and Oman tourism. Hosting an event like
the National Bank of Oman Golf Classic has generated worldwide
publicity virtually over a 12 month period. This initiative truly ties
in with National Bank of Oman’s commitment to supporting the
community and economy as it continues to focus on realizing its
vision: To be the Bank of Choice.

The tournament is a full field, 4-day European Challenge Tour
event, and includes three Members of the Oman National amateur
Team: Azaan Al Rumhy, Ali Hameed and Hamood Al Harthy, plus
other Arab Nationals. It is held annually at the Almouj Golf, the
Wave Muscat, with prize money $300,000.

Internal Audit

The Internal Audit Division, conducts an independent assessment
of the quality of the Bank’s internal controls, risk management and
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With the support of the Compliance function, it strives to maintain
a strong and healthy relationship with the regulators.

Corporate Social Responsibility (CSR)

National Bank of Oman upholds the highest standards of integrity,
compliance and ethics. The Bank remains dedicated to serving
the communities it which it operates through its corporate social
responsibility programmes. Making a positive and sustainable
difference in the community is an important part of National Bank
of Oman’s culture. As Oman’s first local bank, the Bank’s heritage is
interwoven with the Sultanate and seeks to celebrate the nation’s
unique identity and traditions whenever possible.

Being the Sultanate of Oman’s first local bank, National Bank of
Oman hosts several initiatives throughout the year, which are
aimed at supporting the local community, upholding Oman’s
traditions and making a positive and sustainable difference in the
sultanate, For You and For Our Nation.

As part of its commitment to the community, National Bank of Oman
has invested in a large number of corporate social responsibility
initiatives over the years, which include a workshop for Omani
designers to help them run their SMEs, Ernst & Young’s ‘Student
Excellence Awards’ to recognize and reward the future leaders of
Oman, the annual distribution of food hampers to underprivileged
families in various Governorates across the Sultanate during the
Holy month of Ramadhan, in addition to sponsoring community
initiatives that most recently included a symposium in the Wilayat
of Wadi Al Maawal highlighting the historical significance and
heritage of the area. The symposium was held under the Auspices
of H.E. Dr. Yahya bin Mahfoodh Al Mandhari, Chairman of the State
Council.
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expenditure is expected to maintain growth momentum, creating
adequate opportunities for the banking sector.

The members of the management team join me in offering
our thanks to our valued customers, correspondent banks and
shareholders for their enduring confidence in the bank. We would
like to express our gratitude to the Capital Market Authority and
the Central Bank of Oman for their wise leadership and direction.

Finally, we are eternally indebted to His Majesty, Sultan Qaboos
Bin Said, for his wisdom and inspirational leadership. His strength
and vision continues to inspire us, and under his direction, Oman is
poised for future success.

We look forward to continuing to build impetus in 2015 and for
the long-term future.

Ahmed Al Musalmi

Chief Executive Officer
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governance processes. The authority for oversight of the internal
audit division rests with the Board Audit Committee.

The Internal Audit division covers the review of all Head Office
divisions, local and overseas branches, including operational review
of the Bank’s Islamic window (Sharia’a Compliance is undertaken
by the Sharia’a Auditor who reports into the Sharia’a Board) as well
as fraud investigations.

The division has a robust quality assurance and improvement
program (internal and external) that covers all aspects of the
internal audit activity.

Outlook

The outlook for Oman’s economy in 2015 is positive with the
increase in government spending and the focus on infrastructure
projects expected to boost economic growth.

In this economic environment, the Bank continues its focus on
sustainable growth and is strongly positioned to take advantage
of the growth opportunities created through the Government'’s
investments. We have developed a robust five-year growth strategy
and innovative plans to build on the strong foundations that we
have put in place. The UAE operations and Muzn Islamic Banking
operations will support the Bank’s efforts to diversify revenue
streams. As the only bank with a license to operate in the United
Arab Emirates, the Bank will capitalize on its UAE franchise as an
additional service point for customers with cross-border trading
requirements. Strong risk management remains key to mitigation
of potential risks as the Bank embarks on its strategic journey of
diversified revenue growth and cost management.

We look forward to 2015 with optimism, as continued Government
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