Central Bank of Oman

December < 8 2002
CIRCULARBM/] 4 £

To: All Licensed Financing and Leasing

Companies Operating in the Sultanate

The Board of Governors of the Central Bank, has been empowered under Article
14(b) of the Banking Law “to examine at its discretion, the accounts, books,
records and other affairs of any bank licensed or seeking to be licensed by the
Central Bank” and under Article 14(f) therein “fo require the creation of
adequate provision for treatment of or for the writing off of doubtful or
worthless assets on the books and balance sheets of licensed banks ”.

With regard to the requirement for création of adequate provisions, the Central
Bank has issued its Circular BM/869 dated May 26, 1999 to licensed banks
operating in Oman, incorporating the Regulation BM/REG/45/2/99 of the Board
of Governors of the Central Bank, stipulating the procedures for classification of
assets and the provisioning required in respect of such classified assets.

Since your Company, has to comply with regulations and directions of the
Central Bank by virtue of authority given under a'license issued to conduct
certain types of Banking Business, we are pleased to enclose herewith a copy of
Circular BM/869 and to advise you to comply with the provisions stipulated

thgrein in respect of provisions for losses on assets and eventual liabilities and
write-off of irrecoverable assets.

With regard to the issue of making prévisions in respect of such delinquent
asscts, the Central Bank also extended concessions by allowing banks to apply
part of 1:}1: recognized value of collateral such as real estate and shares of listed
companies under mortgage or pledge to the banks. With regard to application of
a part of residual value of assets held as collateral by licensed financing/leasing
compa_nies, the Central Bank recognizes that the majority of such collaterals
comprise of motor vehicles financed or given on lease. However, lack of a
caher_'cm process for ascertaining their value, with a degree of certainty, the
sustainability or continuity of such collateral and quantifying such value to an

acceptai?lc level had been the major factor that restrained in providing
concessions similar to those accorded to banks in this regard.







