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TITLE ONE: GENERAL PROVISIONS

ARTICLE1 OBJECTIVE

The following are the objectives of this Law:

@ To promote the development of banking ingtitutions which will ensure the
maintenance of financia stability, contribute to the economic, indudtrid and financid growth
and enhance the pogtion of the Sultanate in internationd financid affairs;

(b) To empower the central bank to issue currency and maintain the domestic
and internationa vaue of that currency, to supervise banks and the banking business in the
Sultanate and to advise the Government of the Sultanate on domestic and internationa

economic affairs.

(© To fadilitate the expanson of the free market economy of the Sultanate
through greeter use of recognized banking inditutions and methods; and

(d) To contribute to the fiscd and monetary development of the Sultanae
through active participation in the internationa monetary community and in the proceedings,
negotiations and decisions of internationd monetary organizations in which the Sultanate shall
participate.

ARTICLE 2 RULES OF INTERPRETATION

@ This Law shdl be condrued in accordance with the generd rules of

congtruction.

(b) References to persons shdl be read as including references to naturd or

jurigtic persons.

(© Unless otherwise provided by regulations of the Centrd Bank, the
interpretation, gpplication, adminigtration and enforcement of this Law, as it rdates to



documentary credits and collection of international commercid paper, shdl be in accordance
with Uniform Customs and Practice for Documentary Credits as adopted by the Council of
the Internationa Chamber of Commerce in 1993, as amended from time to time, and the
Uniform Rules for the Coallection of Commercid Paper as adopted by the Council of the
Internationa Chamber of Commerce on 1995, as amended from time to time.

ARTICLE 3 APPLICATION OF GENERAL PRINCIPLESOF LAW

Except where otherwise provided in this Law, the provisons of the Commercid
Law, the Commercid Companies Law, the law reative to capacity to contract and the
procedurd laws and remedies related thereto, shdl supplement the provisons of this Law.

ARTICLE 4 SETTLEMENT OF CLAIMS

@ The Commercia Court established pursuant to Roya Decree 13/97 and
such successor or other judicid body as may be established or specified by the laws of the
Sultanate, shdl have generd jurisdiction to hear and decide dl civil disputes and dams
which arise under this Law, including daims by and againg the Centrd Bank and its
governors and officers in the performance of their duties under this Law. Such jurisdiction
shdl include, but not be limited to, generd jurisdiction to hear and decide any cdlams which
arise between persons subject to or seeking to enforce this Law and al disputes concerning
the interpretation and gpplication of the provisons of this Law, any rules and regulations of
the Central Bank and any agreements, contracts or other documents entered into pursuant

to the provisons of this Law.

(b) Notwithstanding the provisions of Article 4 (&) of this Law, and unless
otherwise provided by this Law, persons may vary, by a written agreement entered into by
such persons, their obligations under this Law, provided, however, that any such agreement
must specify the law to be gpplied in an action arisng under the agreement, including the
choice of law rules to be applied in any such action, and the forum, jurisdiction or
jurisdictions in which such clam or action may be heard. Notwithstanding any agreement to
the contrary, any action which involves ether or both a domestic bank or an Omani person

in atransaction occurring within the Sultanate and which affects the rights or liabilities of an



Omani nationd shdl be within the jurisdiction of the Commercid Court and any successor
thereto.

ARTICLE 5 DEFINED TERMS

In the interpretation, application, adminigiration and enforcement of this Law, the
following definitions shdl be gpplied, unless otherwise specificdly provided or the context

otherwise requires:

“Acceptance’ is the drawee's sgned engagement to honor the instrument as
presented. [t must be written on the instrument and becomes effective when completed by
delivery or notification to the drawer or to the holder or according to other instructions given

by the drawer.

“Bank” is any person licensed by the Centrd Bank or authorized by the jurisdiction
inwhich it is organized to carry on the banking business.

“Banking business’ is the undertaking as the principa and regular course of business
conduct, as such business conduct may be defined and interpreted by the Board of
Governors of the Central Bank, any one or more of the following activities or such additiond
activities as may be specificdly authorized in amendments to this Law or by the Board of
Governors of the Central Bank in a license issued pursuant to this Law: the operation of
receiving monies as demand or time or savings deposits, the opening of current accounts
and credits, the unsecured loan of money or extension of credit; the loan of money on
persond, collateral or red property security; operation of credit card business, the issuance
and negotiation of letters of guarantee and letters of credit; the payment and collection of
checks, orders, payment vouchers and other negotiable instruments, the acceptance,
discounting and negotiation of notes and promissory notes and other negotiable ingruments;
the sdle and placement of bonds, certificates, notes or other securities, the acceptance of
items for safekeeping; the exercise of fiduciary powers, the undertaking of Investment and
Merchant Banking and other Financid activities which may include but not be redtricted to
corporate finance, project finance, investment brokerage and investment advisory services,
investment management, the underwriting of securities, custodian and fiduciary services,
leasing, factoring, hire purchase financing and any other smilar activities approved by the



Board of Governors as banking business or the purchase, sale and exchange of foreign and
domegtic currency or other monetary assets in the form  of cash, coins and bullion,
provided, however, that naturd persons who dedl exclusvely in the business of exchanging
foreign and domestic currencies on a retail basis and persons engaged in the operation of
retal business establishments and places of public accommodation who exchange foreign
currencies only as a convenience to their customers shall not be deemed to be engaged in

the banking business.

“Banking day” includes that part of any day during which the Centrd Bank and
licensed banks and any branches or subsidiaries thereof transact business on behaf of ther
customers or are open within the Sultanate to the public for the transaction of banking

business.

“Bearer” is the person in possession of an instrument, document of title or security
which is* payable to bearer” or which has been endorsed in blank.

“Board of Governors’ isthe Board of Governors of the Central Bank.

“Branch” includes any branch office, branch agency, additiond office, or any branch
place of business of a licensed bank, which is located within the Sultanate or outside and
which engages in banking business.

“Central Bank” is the Centra Bank of Oman, established in accordance with The
Banking Lawv 1974 as the Central Bank of the Sultanate, and as successor to the Oman
Currency Board established by the Currency Board Decree 1394H.

“Certificate of deposit” is an ingrument which consgts of an acknowledgement by a
bank of the receipt of money and an engagement by the bank to repay such money on a
specified date or on demand to a specified person or to bearer together with any interest or
other benefits accruing on the instrument.

“Clearing housg’ is the Centrd Bank when it functions as a clearing house pursuant
to the provisons of Article 29(b) of this Law or an association of banks formed to clear
checks and drafts and other persons regularly clearing items through clearing house

associations or contractua arrangements within or outside the Sultanate.



“Collecting bank” is any bank within or outside the Sultanate which handles an item
for collection but which is not the payor bank.

“Commercid Companies Law” isthe Commercid Companies Law of the Sultanate.

“Council of Minigers’ is the Council of Minigers of the Government of the
Sultanate.

“Creditor” includes any genera creditor, any secured creditor, any lien creditor or
any representative of creditors including an assignee for the benefit of creditors, atrustee in
bankruptcy or an executor or administrator charged with the administration and distribution
of the assets of a debtor or other assignor who has been declared insolvent or isinvolved in

insolvency proceedings within or outsde the Sultanate.

“Customer” is any person who transacts or has transacted any banking business
with a bank or for whom the bank has agreed to collect items. It includes a bank from
within or outsde the Sultanate carrying an account with ancther bank within the Sultanate.

“Déelivery” is the voluntary trandfer of possesson of items, documents of title or
securities.
“Demand deposit” is a deposit the payment of which legaly can be required by the

depositor on demand or a time within not more than seven days.

“Depogtory bank” is the first bank to which an item is ransferred for collection,
even though such depository bank is aso the payor bank.

“Document of title” is any document which, in the regular course of business or
financing arrangements, condtitutes sufficient evidence that the holder is entitled to receive,

hold and dispose of both the document and any goodsit may represent.

“Documentary draft” is a negotiable or nortnegotiable draft with accompanying
documents, securities or other papers to be dedivered at the time of and againgt the
acceptance or payment of such draft.

“Domedtic bank” is any Omani person licensed as a bank and authorized to engage
in banking business under the laws of the Sultanate.



“Draft” isan indrument which is an order to pay.

“Endorseg’ is any person to whom an instrument has been endorsed even though he
may subsequently endorse it to another person.

“Endorser” is any person who endorses an insrument even though he may be an

endorsee or may subsequently endorse the instrument to another person.

“Endorsement” isasignature, or other mark intended as a Signature accompanied by
a statement designating the person to whom the instrument shdl be payable and placed on
the instrument by the payee, by an endorsee from the payee or by any person who is
designated under an uninterrupted series of such endorsements.  An endorsement which
congsts solely of the signature of the endorser means that the instrument is payable to

bearer.

“Foreign bank” is any person authorized to engage in banking busness in the
juridiction, other than the Sultanate, in which it is organized or domiciled.

“Holder” isaperson who isin possesson of an item.

“Indrument” is an ingrument for the payment of money which isin writing, sgned by
the maker or drawer, contains an unconditiona promise or order to pay a certain amount of
money and contains no other promise, order, obligation or power (except as may be
specificaly authorized by Law) is payable on demand or on a definite time and is payable to

order or to bearer.

“Intermediary bark” is any bank within or outsde the Sultanate to which an item is
trandferred in the course of collection, but does not include the depository or the payor
bank.

“Issue’ isthe firg deivery of an insrument to a holder or to a person receiving the
ingrument for subsequent ddlivery to athird person.

“Item” is any ingrument for the payment of money, even though such item is not a
negotiable ingrument. Item does not include money but shal include, but not be limited to,
negotiable ingruments, documents of title, warehouse recepts, bills of lading and
documentary drafts.



“ Letter of Advice’, is a drawer’s communication to the drawee that a described
draft has been drawn.

“Licensed bank” is any domedtic bank or foreign bank or any other financid
indtitution licensed by the Centrd Bank to engage in banking business in the Sultanate.

“Mortgage’ is a security interest in redl property, airplanes, ships, insurance policies
or other items of tangible and intangible persona property which secures a debt or other
obligation to pay or perform and which by its terms alows the holder of such mortgage to
cause the sde or other liquidation of the property upon default on the debt and upon such

sdeto recover the amount in default, with costs.

“Net worth” of a licensed bank is the aggregate amount, as determined in
accordance with regulations of the Central Bank, of the assets less liahilities, other than
capital and surplus, of alicensed bank and shal include the aggregate of assets and liabilities
both within and outside the Sultanate, except as otherwise specificaly provided by this Law.

“Note’ is a negotiable ingrument which is a promise to pay and which is not a
certificate of deposit.

“Order” is a direction to pay one or more persons jointly or in the dternative and
which identifies those persons with certainty. An order may not be made payable to two or

Mmore Persons in successon.

“Payable on demand” means tha an instrument is payable a dght or on
presentment or that no time of payment has been ated in the instrument.

“Payment deadling’ with respect to a bank is ether the time a which the bank
closes on the second banking day following the banking day on which it has received the
relevant item or notice concerning an item, or the time from which the time for taking action

by the bank beginsto run, whichever timeis|ater.

“Payor bank” is the bank within or outside the Sultanate by which an item is payable

as drawn or as accepted.



“Presenting bank” is any bank within or outsde the Sultanate presenting an item
other than the payor bank.

“Presentment” is a demand for acceptance or payment made by or on behaf of the
holder upon the maker, acceptor, drawee or other payor.

“Process of pogting” is the procedure followed by a payor bank in making a
determination as to whether to pay an item and, subsequent to such determination, the
procedure followed in recording the payment. It may include, but not be limited to, verifying
a dgnaure acertaining that sufficient funds are available in the account to be charged;
affixing to the item a notation of “paid” or other notation of payment; entering a charge or
deposit to the account to be charged or to which a deposit is made; and correcting or
reversang an entry or erroneous action previoudy taken by the bank with respect to such

item.

“Promisg” is an undertaking by a person to pay and must be more than a mere
acknowledgment by such person of the existence of a current or future obligation to pay.

“Properly payable’ includes the availability of funds for payment at the time of the

decison by abank to pay or dishonour an item or instrumen.

“Remitting bank” is any collecting or intermediary bank within or outsde the
Sultanate remitting an item.

“Security interest” includes the following: an interest in persond property or
equipment which secures payment or performance of an obligation to pay; the interest of a
buyer on accounts, commerciad paper or contract rights arisng from commercia

ingruments.

“Settlement” means any payment in cash, by clearing house settlement, by a charge
or credit, by remittance or as otherwise instructed by the payor. A settlement may be either
provisond or find, and shdl include, but is not limited to, payment in cash, through the
adjusment and offsetting of balances held by a bank with or through a clearing house or
clearing house association, by debit and credit entries in accounts held by one bank with
another bank within or outside the Sultanate or through the forwarding, use and payment of

remittance insruments covering a particular item or a group of items.



“Supranational Organisation” is an organisation which does not belong to any
specified country, such as the European Union.

“Suspend payment”, with respect to a bank, means that a bank has been closed by
order of the Centra Bank, or by the supervisory agency with such authority in the
juridiction in which the bank is domiciled or organized; that an officid of the Centrad Bank
or another person has been appointed to conduct the affairs of the bank as an adminigtrator;
or that the bank has ceased or refuses to make paymentsin the ordinary course of business.

“Time deposit” shdl mean a deposit which is made for some specified period of time
and must be made for not less than seven days. It may be payable to the depositor prior to
the expiration of such a period with a reduction or pendty in the interest rate or payment of
interest, payable to the depostor only after such additiona period as provided for in the
contract between the bank and depositor or payable only on the expiration of a period of
notice by the depositor of not less than seven days.

“Treasury hill” is a negotiable short term bill with a maturity date not exceeding one
year, issued by the Government to raise money for atemporary need.

“Writing” when referring to the requirements for effective notice to, from and within
the Central Bank, by and among banks within and outside the Sultanate shal be deemed to
include telegrams and telex transmissons, fax messages, dectronic mail, written notices
delivered in person or by mail, or by such other medium of communications as may be
acceptable to the Centra Bank of Oman from time to time provided, however, that persons
may, by agreement, deem only certain forms authorized herein to be sufficient as a writing

between or among such persons.

*  “Corporation” isthe company licensed in accordance with the Commercia Companies

Law and the provisons of this Law.

* Added by R.D.No. 11/2004



TITLE TWO: CENTRAL BANK OF OMAN

CHAPTER ONE: FORMATION

ARTICLE 6 Jurigtic personality

The Centrd Bank shdl be a jurigic person, financidly and adminigratively
independent.

ARTICLE 7 OFFICES

The headquarters and main depository of the Central Bank shal at dl times be
located within the Capitd Didrict of the Sultanate. Such other offices or facilities as the
Board of Governors may determine may be established within or outsde the Sultanate to
implement the authority and duties of the Central Bank.

ARTICLE8 THE BOARD OF GOVERNORS

(One) The management of the Central Bank shdl be entrusted to the Board of Governors

which shdl have full authority to perform dl acts required for the management and
operations of the Central Bank and the supervison of banking business in the Sultanate
including the enumerated and residua powers st forth in Articles 14 and 15 of this

Law.

(Two)The Board of Governors shal consst of seven governors gppointed by His Mgesty

the Sultan, of whom one shdl be designated Chairman and one shdl be designated
Deputy Chairman by His Mgesty the Sultan.

ARTICLE9 QUALIFICATIONS OF GOVERNORS

The Board of Governors shdl at dl times include at least one governor, other than
the Chairman or Deputy Chairman, who is an individud experienced in private commerciad

10



or mercantile enterprises in the Sultanate, a least one governor, other than the Chairman or
Deputy Chairman, who is an individud with knowledge in matters of economics or fiscd
policy formation and one governor, other than the Chairman or Deputy Chairman, who isa

representative of the Minisiry of Finance.

ARTICLE 10 CONFLICT OF INTEREST

(One) No governor shal occupy the position of an officer, director or employee of a
bank licensed or seeking to be licensad in the Sultanate. Any person who
occupies the pogtion of an officer, director or employee shdl forthwith resgn
his office when gppointed as governor.

(Two)No governor, except the representative of the Ministry of Finance appointed
pursuant to Article 9 of this Law shdl, while holding office, occupy any other
office in the Government of the Sultanate provided, however, that a governor

may do any one or more of the fallowing:

1. Act as a member of any commisson or committee gppointed in the
Sultanate to enquire into matters affecting currency control, banking or
other fiscal matters;

2.  Become adirector, governor or member of a board, by whatever name
denominated, of any internationa bank, fund or authority to which the
Sultanate shal have become a party or participart; or

3. Undetake such other responsbilities and duties as His Mgesy the
Sultan may direct.

ARTICLE 11 TERMS OF OFFICE AND REMUNERATION

(@ Membersof the Board of Governors shall be gppointed by His Mgesty the Sultan for
afive year term, renewable at the discretion of His Mgesty the Sultan.
(b) The term of office of the Chairman and Deputy Chairman shal not exceed ther
respective terms of office as a governor, subject to regppointment by His Mgesty the
Sultan.

11
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(d)

(€

()

The term of office on the Board of Governors of the governor who is a representative

of the Minigry of finance shdl not exceed histerm of officein the Minigtry.

Whenever a vacancy shdl occur among the Board of Governors, other than by the
expiration of aterm of gppointment, a successor shal be gppointed by His Mgesty
the Sultan to fill such vacancy. When appointed, the successor shdl hold office for
the duration of the unexpired term.

The remuneration for each governor shdl be fixed by the Board of Governors subject
to the approval of His Mgesty the Sultan.

Every governor shdl be alowed his reasonable expenses incurred in attending
mestings of the Board of Governors or when officidly representing the Central Bank

or the Board of Governors.

ARTICLE 12 RESIGNATION

@

)

2

3)
(4)

Any governor may submit a written resgnation of his office to His Mgesty the
Sultan, provided, however, that the resgnation shdl not become effective for 30 daysfrom
the date of submission, unless otherwise determined by His Mgesty the Sultan.

ARTICLE 13REMOVAL

The Board of Governors shal recommend to His Mgesty the Sultan that a governor
be removed from office by His Mgesty the Sultan when any one or more of the

following occur:

If he becomes of unsound mind or is found to be incagpable of carrying out his
duties for hedth or other reasons,

If he is adjudged bankrupt, suspends payments or improperly gives priority to

persond or business creditors,
If heis convicted of any fdony or any offense involving fraud or dishonesty;

If he is found guilty of any serious derdiction or misconduct in his duty as a

governor,



(5) If heisfound to have violated the provisons of Article 10 of this Law;

(6) If he repeatedly fails to attend mesetings of the Board of Governors without

cause; or

(7) If heis disgudified or sugpended from practising a professon as a disciplinary
measure by order of the authority or group organized and responsible for the
supervison of that profession.

(b) Notwithstanding the provisons of Article 13 (a) of this Law, by a two-thirds vote of
those present at a meeting, the Board of Governors may recommend to His Mg esty
the Sultan that a governor be removed from office for cause by His Mgesty the
Sultan.

(c) Whenever arecommendation that a governor be removed from office has been made
to His Mgesty the Sultan, such governor shal be suspended from office and indigible
to exercise functions assigned to him under this Law, pending action by His Mgesty
the Sultan.

ARTICLE 14POWERS

The Board of Governors shdl be authorized and empowered to do the following:
(@ To edablish the gppropriate monetary policy for the Sultanate

(b) To examine at its discretion, the accounts, books, records and other affairs of
any bank licensed or seeking to be licensed by the Centrd Bank. The Board
of Governors may, in its discretion, delegate respongbility for undertaking any
such investigation provided that appropriate action is taken to ensure that such
investigation is held in the strictest confidence and that a full report of such

investigetion is submitted for review to the Board of Governors,

() To review the reports prepared pursuant to Article 14 (b) of this Law; to
review the gpplications of banks seeking to be licensed in the Sultanae in
accordance with Article 54 of this Law; to entertain requests by licensed banks
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to establish branches in accordance with Article 56 of this Law and to take
such action as may be required to properly supervise and regulate banking in
the Sultanate pursuant to Title Four of this Law;

(d) To st the standards and rates at which the Central Bank may purchase, sdl,
enter into repurchase or reverse repurchase agreements, discount or rediscount
the following held by licensed banks or by other banking inditutions with which
the Centra Bank has been authorized to interact:

(1) commercid paper, including promissory notes maturing within 90 days,
promissory notes for seasond fishing and agriculture operations maturing

within 180 days
(2) treasury bills and Bonds of the Sultanate

(3) Bills, bonds, debts and commercia paper for any of the Minidtries,
indtitutions or corporations of the Government of the Sultanate if they are
guaranteed by the Government of the Sultanate.

Provided that the Board of Governors may, in its discretion, delegate the undertaking
of such responghilities within the Centra Bank.

() To supervise and regulate dl matters related to the currency of the Sultanate
induding the printing of currency notes the minting of coins and the
safeguarding, issuance and retirement of such notes and coins, as provided by

Title Three of this Law;

(f) Torequirethe crestion of adequate provisions for trestment of or for the writing
off of doubtful or worthless assets on the books and balance sheets of licensed
banks in reports submitted to the Central Bank pursuant to Article 72 of this
Law and published and displayed in accordance with Article 72 (d) of this

Law;

(09 To withdraw the license or suspend the operation of any licensed bank in the
Sultanate or to impose such other sanctions as have been authorized by the
regulations of the Centra Bank and as may be appropriate under the
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circumgtances for falure to comply with directives or policies of the Centrd

Bank or for any violation of the provisions of this Law, the rules and regulations
of the Central Bank and other applicable laws of the Sultanate or if the Board
of Governors determines that such bank is in an unsound or unsafe condition or
that such suspenson or other sanction would be to the best interest of
depositors in the Sultanate and to take possesson of any suspended bank,

adminigter it during the period of suspension and, when deemed necessary, to
liquidate and close or to reorganize such bank or to reopen or to order, at any
time, the salein whole or in part of business, property, assets and/or ligbilities of
such bank or take any other smilar actions pursuant to Title Four of this Law

and the rules and regulations of the Central Bank promulgated thereunder;

To exercise generd adminidrative supervison over the Centrd Bank, its

officers and its employees;

To receive and review the annud report of the Central Bank, to make
recommendations that will improve the effectiveness of the Centra Bank in
fulfilling its own mandate and contributing to the goas of the Government of the
Sultanate and to forward the report of the Central Bank by the Chairman to His
Maesy the Sultan with the recommendations of the Board of Governors

thereon;

To sdect, designate or employ officias, employees, advisers, specia experts or
consultants necessary to the proper and effective functioning of the Centra
Bank and to delegate to such officids, employees, advisers, specid experts and
consultants such powers and duties which the Board of Governors may, from
time to time, decide are necessary to the effective functioning of the Centrd
Bank or to ensure compliance with the rules and regulations of the Centra

Bank;

To determine by a two thirds vote of al members of the Board of Governors
present a a meeting the leve of the reserves againgt deposits or any other
reserves required pursuant to Articles 62 and 63 of this Law to be maintained
with the Central Bank by the licensed banks and to adjust such reserve
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requirements within the limits st by Artides 62 and 63 of this Law or

amendments thereto;

To promulgate regulations of the Central Bank related to currency control
induding, but not limited to, limitations on the foreign currency to be held within
the Sultanate by licensed banks, the interest to be paid on non-resident
accounts held by such banks within the Sultanate and redtrictions or limitations
on the foreign transfer of currency of the Sultanate or its remova from the
Sultanate should such action be required to maintain the vadue, supply and
gability of credit and currency in the Sultanate;

To promulgate regulaions of the Centrd Bank prescribing limitations on the
amount and nature of foreign currencies and securities held within the Sultanate
by licensed banks, procedures to be followed by licensed banks in trading
therein, and the uncovered foreign exchange posgition which may be maintained
by licensed banks;

To establish the legd  frame work or structure necessary to provide insurance
for the deposits of licensed banks and to issue the necessary regulations and
rulesfor that purpose.

To promulgate and enforce rules and regulations related to the provisions of this
Law; banking regulations generdly, and any activities undertaken by the Centra
Bank in rdaion to banking business or the use of banking instruments.

To form committees within the Board of Governors to condder meatters
referred or delegated to the Board of Governors by His Mgesty the Sultan, the
Council of Minigters, members of the Board of Governors or other designated
officids of the Central Bank; or any others deemed competent by the Board.

To promulgate regulations of the Centrd Bank and to issue directives to
particular licensed banks concerning the relationship between collatera and the
purposes of the loan secured by such collaterd and the limitations on the
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amount of collateral which a licensed bank may require as security for the loan

of money or the extenson of credit;

() To promulgate regulations of the Central Bank establishing rates of interest to be
paid on time and demand deposits and of interest to be charged for the loan of
money or extenson of credit by licensed banks;

(9 To undertake such other responsbilities and projects as may be specificaly
delegated to the Board of Governors by His Mgesty the Sultan, or by the

provisons of other laws of the Sultanate; and

(H To represent the Government of the Sultanate, when so designated by His
Magesty the Sultan, in internationd financid and monetary agencies in which the
Sultanate shall participate and to appoint representatives, committees or to
otherwise participate in the activities, proceedings and negotiations of other
centra banks or internationd financid and monetary agencies.

*(u) To condder the banking and financid recommendations made by internationd
agencies and supranationa organizations, and adopt those which are consistent
with public interest without conflicting with the provisions of applicable laws of
the Sultanate.

ARTICLE 15 RES DUAL POWERS

In addition to the powers and duties specifically enumerated and reserved to the
Board of Governors by the provisons of this Law, it shdl have such other authority
necessary to perform al acts required for the proper administration of the Centrd Bank, the
issuance of currency and the regulaion of the banking indtitutions engaged or seeking to
engage in banking business in the Sultanate, when such actions or acts are pursuant to the
objectives of thisLaw and are not in conflict with the provisons of this Law and other laws

of the Sultanate.
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* Added by R.D.No 11/2004

ARTICLE 16MEETINGS OF THE BOARD

The Chairman shdl presde at dl meetings of the Board of Governors. In the
absence or incapacity of the Chairman, the Deputy Chairman shdl preside at
meetings of the Board.

Regular mesetings of the Board of Governors shal be held according to a
regular schedule set by the Board of Governors which shdl provide for
meetings a least quarterly. Agenda for regular meetings shdl be distributed to
the governors in writing so as to reach the governors at least five days before a

regular mesting.

Officids of the Centra Bank and officids of licensed banks may propose items
for the agenda of regular meetings of the Board by submitting such maiters to
the Chairman or his designee at least two weeks before the scheduled date of
the meeting.

Specid meetings of the Board of Governors may be convened by the Deputy
Chairman, or upon the request of two or more governors, at such time and such
place as necessary. Notice of a specid meeting shdl be given to each governor
in sufficient time to dlow attendance and shdl include an agenda of dl items to
be considered at that meeting.

Four governors, one of whom shdl be the Chairman or Deputy Chairman, shal
condtitute a quorum a any regular or specid meeting. Governors shdl not have
the right or authority to give their proxy or designate any person to represent

them at a mesting of the Board of Governors.

Unless otherwise specified by this Law, decisons of the Board of Governors
shal be made by a mgjority vote of the governors present and voting and, in the
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case of an equdity of votes, the Charman of the meeting will have a casting

vote.

Actions or proceedings of the Board of Governors shdl not be hdd invaid
because of a vacancy on the Board of Governors or because of a defect in the
gppointment or qudification of a governor.

Accurate and complete minutes of al actions and proceedings of the Board of
Governors shdl be maintained in the permanent records of the Central Bank.

Action by the Board of Governors may be taken without a meeting, provided,
however, that al members of the Board of Governors have consented in writing

to the action.

Whenever any notice concerning a meeting or agenda of the Board of
Governorsis required under this Law, a written waiver of the notice signed by
the party entitled to notice, whether before or after the time designated for the
notice, shal be deemed to be notice.

Mestings of the Board of Governors may be held within or without the
Sultanate at such place as may be set by the Board of Governors or as may be
provided by notice. If no specific place for a meeting has been designated, the
meseting shdl be held at the principa office of the Centra Bank in the Cepitd
Digtrict of the Sultanate.

Deliberations of the Board of Governors shal be in confidence and parties
participating in the ddiberations shdl not reved the substance of these
discussons or deliberations except to His Magesty the Sultan or to other
members of the Board of Governors. The Board of Governors may
nevertheless invite such consultants, advisers and officers as it may deem

appropriate or necessary to attend meetings of the Board.

The Board of Governors may, by a two-thirds vote of members of the Board
of Governors present at a meeting adopt by-laws and other rules of procedure

for the meetings and decisons of the Board of Governors.
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(n) The Board of Governors may, by a two-thirds vote of al members of the Board
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of Governors present a a meseting, create an Executive Committee condsting of
three or more members of the Board of Governors, one of whom shal be the
Charman or Deputy Charman. The Executive Committee shdl have such
powers as the Board of Governors may delegate, provided, however, that the
Board of Governors may not delegate its authority under Article 14 (i), (k), (I) or
(m) of thisLaw.

ARTICLE 17REPORTS

The Centrd Bank shal prepare a monthly statement for digtribution to each
governor showing the financid condition of the Centrd Bank, induding a
statement of the domestic and foreign currencies held as reserves, the amount,
nature and maturity of commercid papers and other negotigble instruments
owned or held by the Central Bank and a statement of the assets and liabilities
of the Centrd Bank. A summary of such statements shdl be prepared for
publication in the officid Gazette quarterly.

Within 120 days of the close of the fiscal year of the Centrd Bank, unless an
extension is granted by His Mgesty the Sultan, the Board of Governors shall
submit to His Mgesty the Sultan afull written report of the affairs of the Centrd
Bank during the previous year, including, but not limited to, the following:

A detalled gatement of itsinternal and externa achievements;

A detaled statement of the satus of any internationa organizations and
funds in which the Sultanate has become a member;

A compilation of dl rules and regulations relating to the Central Bank and
to the conduct of banking business in the Sultanate promulgated during
the fiscd year, with a summary of any rules or regulaions which have
been superseded, cancelled or have otherwise become ingpplicable;

A report of dl actions taken to gabilize or otherwise maintain the
international exchange rate of the currency of the Sultanate;
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(5) A daidicd andyss of the currency in circulaion in the
Sultanate for the year then ended and projections therefor for the ensuing

year;

(6) A report of the banking business in the Sultanate and of the
activities of licensed banks for the year then ended,;

A full fiscd report including a badance shest showing the financid
condition of the Central Bank at the close of the fiscd year, a profit and
loss statement for such fisca year and a proposd for the alocation of any
net profit;

Recommendations for future programs within the scope of authority of
the Centrd Bank, with recommendations for programs and policies to

improve the security, stability and progress of the Sultanate;

Such additional reports as may have been requested by His Magesty the
Sultan.

Such additional matters as the Board of Governors believes should be
brought to the attention of His Mgesty the Sultan.

The Board of Governors shdl prepare and submit such interim and additiona
reports in such manner and a such times as His Mgesty the Sultan may

prescribe.

ARTICLE 18ANNUAL BUDGET AND AUDITS

The Centrd Bank shdl finance its operations from the income earned on its

pad-in capitd and other invesments and from additiona appropriations

provided, as necessary, by the Government of the Sultanate.

The Centrd Bank shdl prepare an annud budget for its operation and submit it

to the Board of Governors for approva.

The Centrd Bank shal place a the disposal of auditors, independent of the
Centrd Bank, sdected by His Mgesty the Sultan, al documents and other
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information necessary to enable such auditors to conduct a full and complete
audit of the Central Bank and make their report thereon.

ARTICLE 19EMERGENCY PROVISIONS

The Board of Governors shdl, by regulation, specify specid procedures to be
followed when a nationd emergency has been declared by His Mgesty the Sultan and at
such other times when domestic or international monetary conditions require immediate
action by the Centrd Bank. Such regulations shal set forth guidelines for the exercise of
discretion by the Chairman, Deputy Chairman or committees of the Board of Governors,
and by other specified officids of the Centra Bank or the Government of the Sultanate,
Any exercise of such discretion by the Chairman, Deputy Chairman or committees of the
Board of Governors or by other officids of the Centra Bank shdl be referred to the Board
of Governors for ratification or modification a a specia meeting caled immediatdy by the
Chairman or Deputy Chairman of the Board of Governors. However, any action taken in
the exercise of such discretion by the Chairman, Deputy Chairman or Committees of the
Board of Governors or by other officids prior to such meeting shal remain in full force and
effect.

ARTICLE 20ACTSOF OFFICERS

Unless otherwise provided in this law, it shdl be within the scope of the authority of
the Chairman of the Board of Governors, the Deputy Chairman or their designees,
except as otherwise provided by specific provisons of this Law, to exercise
contractua powers and powers pertaining to the acquisition, use, appropriations,
sde, transfer or other disposition of real or personal property as such powers are
necessary to the conduct of the business of the Central Bank subject to the laws of
the Sultanate applicable to contracts entered into by or on behdf of the
Government,; to solicit legal advice and expert opinion; to support co-operation
and interaction among the minigtries of the Government of the Sultanate; to prepare
budgets, fisca reports, audits and annua and interim reports required under this Law



or by the Board of Governors, and to undertake such other duties as the Board of

Governors or His Mgesty the Sultan may determine.

(b)  Any third party without knowledge shal be entitled to assume that any action
taken by the Board of Governors or committees thereof, the Chairman, Deputy
Chairman and other officers of the Central Bank in pursuance of the business of
the Central Bank was within their scope of authority provided such action was
within the scope of their apparent authority. The Centra Bank shall be bound
by any such action.

(©0 The Centrd Bank shal be bound by the acts performed by its Board of
Governors or committees thereof, the Chairman, Deputy Chairman and by
officers of the Centra Bank gppointed by the Board of Governors, when they
are acting in the name of the Centrd Bank and within the scope of their
authority as provided in this Law.

ARTICLE 21 OFFICERSAND EMPLOYEES OF THE CENTRAL BANK

(& The Executive President of the Centrd Bank shall be gppointed by Roya
Decree, and the Board of Governors may empower him what it sees fit and
gopropriate of its powers. The Executive Presdent of the Centrd Bank shdll
be respongble for implementing the policies and decisions issued by the Board
of Governors and shdl aso be responsible for the executive management in the
Centrd Bank pursuant to this law and the Regulation issued in accordance
thereto.

(b) TheBoard of Governors or designated officids may employ, hire or otherwise
gppoint such officids, employees, advisers, specid experts or consultants asthe
Board may deem necessary to the conduct of the activities of the Central Bank.

(c) TheBoard of Governors or designated officids shal determine and specify the
qudificaions of officids, employees, advisers, specid experts or consultants
necessary to the conduct of the activities of the Central Bank and shall specify
the procedures for the recruitment, selection and gppointment of such officids,
employees, advisers, specid experts or consultants from within or outside the
Sultanate.
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(d) In accordance with the applicable lavs of the Sultanate, the Board of
Governors or designated officids shdl specify the procedures for making
gppointments, and the remuneration and benefits to be pad to officids,
employees, advisers, specia experts or consultants gppointed hereunder,
provided, however, that no sday, fee, wage or other remuneration or
alowance pad by the Centrd Bank shall be computed by reference to the net

or other profits or reserves of the Centra Bank.

ARTICLE 22L1ABILITY OF GOVERNORS, OFFICIALSAND
OTHER EMPLOYEES

(@ The members of the Board of Governors, and any other officid, employee,
adviser, specia expert or consutant of the Centra Bank shdl not be held ligble
for any loss or damage suffered by the Central Bank, unless such loss or
damage is caused by the fraudulent or wilfull act or falure to act of tha
governor, officid, employee, adviser, specid expert or consultant in which case
any of such persons may be held persondly ligble in any proceeding brought in

aforum of competent jurisdiction by the Board of Governors.

(b) The Centrd Bank shal provide by regulaion for the reimbursement to any
governor, officid, employee, adviser, specia expert or consultant of the cost of
defense in any proceedings, whether civil or crimind, dleging ligbility for actsin
the management of the Centrd Bank, unless afina judgment in such proceeding
shdl find the governor, officid, employee, adviser, specid expert or consultant
persondly liable for any loss by or damage caused to the Centrd Bank.
ARTICLE 23EFFECTIVENESS OF REGULATIONS

Regulations promulgated by the Board of Governors, pursuant to the provisions of
this Law and amendments thereto, shal become effective 30 days after publication thereof in
the Officid Gazette or on any other date as may be specified by the Board of Governorsin
the Officid Gazette.

ARTICLE 24DECLARATION OF CONFIDENTIALITY
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Members of the Board of Governors and dl officids, employees, advisers,
gpecid experts or consultants gppointed hereunder shdl not disclose any
information acquired in the performance of their functions except when such
disclosure is necessary to te fulfillment of their duties and is made to other
Central Bank personnel or other authorised representatives of the Centra
Bank, when such person is cdled to give evidence in a judicid or smilar
proceeding before a tribuna created under the laws of the Sultanate or when
such disclosure is necessary to the fulfillment of obligations imposad by other
lavs of the Sultanate or to foreign Centrd Banks or other regulators
responsible for the supervison of any aspect of activities of banks in Oman or
their branches or &ffiliates abroad.

Any former member of the Board of Governors and any former officid,
employee, adviser, specid expert or consultant of the Central Bank shall not
disclose any information, whether documentary or otherwise, acquired in the
performance of his functions, without the express permisson of the Board of

Governors.

Any person who contravenes the provisons of this Article shdl be subject to
prosecution under the provisons of Chapter Two, Title Two, Book Two of the
Pend Code of Oman as amended from timeto time.

ARTICLE 25BONDING

All members of the Board of Governors, any officia or employee of the Centrd
Bank with the authority to bind the Central Bank and any employee or other person whose
duties include the safeguarding, signing or transferring of any collatera, bond, currency or
other property of the Centrd Bank may be required to be bonded at the expense of the
Central Bank, in such amounts and in such manner as may be determined by the Board of

Governors.

CHAPTERTWO: FUNCTIONS OF THE CENTRAL BANK

ARTICLE 260FFICIAL BANK OF THE GOVERNMENT




@ The Centrd Bank shdl act as the depository bank for the Government of
the Sultanate and may act for each Minigtry, indtitution or corporation thereof, by accepting
for deposit government revenues in lawful money, notes, checks or other drafts payable on
demand or a a certain time and by borrowing funds for the Government of the Sultanate.

(b) Upon the lawful direction of any persons so authorized by the Government
of the Sultanate or by any Minigtry, indtitution or corporation thereof, the Centra Bank shall
effect transfers and issue checks and advances drawn against deposits made pursuant to
Article 26 (@) of thisLaw.

(© The Centrd Bank may make advances to the Government of the Sultanate
in respect to temporary deficiencies in recurrent revenues, provided, however, that the total
amount of advances made under this provison plus the face vaue of outstanding treasury
bills issued by the Centrd Bank on behalf of the Government shal not exceed ten percent of
the budgeted recurrent revenue of the Government of the Sultanate for the fiscd year in
which such advances are made and provided, further, that any advance so made shdl be
entirdy repaid within 90 days. Should any advance remain unpaid after such date, the
Centrd Bank shdl make no further advances until the amount due on the outstanding
advance has been fully repaid.

(d) Pursuant to regulations established by the Board of Governors, the Centra
Bank may issue and/or manage treasury hills, bonds, commercia paper and any other debts
of the Government of the Sultanate or any Ministry, ingtitution or corporation thereof if they
are guaranteed by the Government of the Sultanate.

ARTICLE 27/DEPOSTORY FUNCTIONS

@ The Central Bank may open accounts for and accept deposits from licensed
banks, from centrd banks of other countries and from internationa financia or monetary
agencies, each of which may utilize the Centrd Bank as correspondent bank in the
Sultanate.

(b) The Centrd Bank may open and maintain accounts with licensed banks and
with internationd financid or monetary agencies in which the Sultanate is a participant and
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with central banks of other countries provided, however, that if any such account is
maintained with alicensed bank, such licensed bank shall be required to increase its deposits
with the Centra Bank by a sum equd to not less than the average daily amount of such
account during a month or such amount as may be determined by the Board of Governors

a the close of business on the last Thursday of every month.

(© The Centrd Bank may open and maintain accounts with foreign banks not
licensed to engage in banking business in the Sultanate, provided, however, that the depodits
with such foreign banks are necessary to the effective operation of the Central Bank.

ARTICLE 28INVESTMENT AND CREDIT FUNCTIONS

The Centra Bank, when so authorized by the Board of Governors and except as
otherwise provided by this Law, may undertake to do any one or more of the following:

@ Purchase, sdl, enter into repurchase or reverse repurchase agreements,
discount and rediscount the following at rates determined pursuant to Article 14 (d) of this

Law:

Q) Promissory notes held by licensed banks and maturing within 90
days, exclusve of days of grace, if any, from the date of acquisition by the Central Bank;

2 Promissory notes drawn or issued to finance seasond, agriculturd
and fishing operations in the Sultanate held by licensed banks and maturing within 180 days,
exclusive of days of grace, if any, from the date of acquisition by the Central Bank; and

3 Treasury bills, bonds, commercia paper and any other debts of the
Government of the Sultanate or any Minigtry, indtitution or corporation thereof, if they are
guaranteed by the Government o f the Sultanate.

(b) Issue hills, certificate of deposits and other smilar Centra Bank instruments
and purchase, sdl, discount and rediscount and enter into repurchase agreements for such

ingruments.

(© Purchase and sdl securities of or which have been guaranteed by the
Government of the Sultanate when such securities have or will have a public market a the

time of acquistion and when such securities are to mature within a period of not more than
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ten years, provided, however, that the Centrd Bank at the discretion of the Board of
Governors may aso hold such securities when such securities have been deposited with the
Centrd Bank pursuant to Article 62 of this Law as a reserve againgt the deposits of a
licensed bank.

(d) Grant advancesto licensed banks for fixed periods not to exceed 90 days at
a rate of interest determined by the Board of Governors, provided, however, that such
advances are evidenced by promissory notes secured by a pledge of one or more of the

following collaterd:

Q) Securities of the Government of the Sultanate which have or will
have a public market and are to mature within a period of not more than ten years,
provided, however, that any such advance may not at any time exceed 75 percent of the
current market value of the security pledged;

2 Promissory notes and other negotiable ingruments digible for
purchase, discount or rediscount by the Centra Bank under this Article 28, provided,
however, that any advance shall not exceed 75 percent of the principa amount of the
instruments pledged.

(e To issue checks, demand drafts and other instruments payable at the office
of the Central Bank.

® Purchase, hold and sdl foreign currencies and purchase, sell, discount and
rediscount bills of exchange or Treasury bills drawn on or in governments and places outsde
the Sultanate, provided, however, that such indruments mature within a period as
determined by the Board of Governors.

()] Purchase, hold and sl securities of the centrd bank or monetary authority
of anation other than the Sultanate.

(h Purchase, hold and sl securities issued or guaranteed by a government of a
nation other than the Sultanate provided, that such assets are held as an externa asset under
Article 32 of thisLaw.
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() Purchase, hold and sdl notes, deeds and other securities issued by
internationa financid indtitutions, monetary authorities and organizetions in which the
Sultanate is a participant provided that such securities are denominated in fredy convertible
foreign currency, Specid Drawing Rights, or other monetary measure or numerare

recognized by internationd financid markets.

()] Purchase, hold and sdl notes, deeds and other securities issued by foreign
governments or internationd financid ingtitutions, monetary authorities and organizations in
which the Sultanate is a participant, provided, however, that they are readily negotiable or
are traded on recognized exchanges and provided, further, that the maturity date of such
type of securities does not exceed the period determined by the Board of Governors.

(k) In any transaction under the provisons of Articles 28 (f), (g), (h) ,(i) and (j)
of this Law, the security shdl be payable in a currency which isfredy convertible a the time
of the transaction.

ARTICLE 29CURRENCY AND CLEARING HOUSE FUNCTIONS

The Central Bank, when so authorized by the Board of Governors, may undertake
to do the following:

@ Issue, hold and recall the currency of the Sultanate as provided by Title Three of this

Law;

(b) Serve as the clearing house either directly or through contractud arrangements with
al licensed banks;

(© Purchase and sdll, as principad or as an agent for a correspondent bark or other
person approved by the Board of Governors, gold and silver coins and bullion and coins
and bullion of such other metds as may, from time to time, be utilized as a monetary ass;
and

(d)  Purchase, sl collect and pay, as principa or as an agent for a correspondent bank
or other person approved by the Board of Governors, securities, currency and credit
instruments within and outside the Sultanate.

ARTICLE 30RESIDUAL FUNCTIONS
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The Centrd Bank may undertake the following:
@ Purchase, acquire or lease property necessary for the conduct of the business of the

Central Bank and necessary for the housing of employees of the Centra Bank within or
outside the Sultanate;

(b) The Centra Bank may aso, on specific authorization of the Board of Governors or
His Mgesty the Sultan, carry out al other operations that are usudly undertaken by centrd
banks, which are not inconsstent with the exercise of its powers and responsibilities under
this Law or under any other gpplicable law of the Sultanate.

CHAPTER THREE: ASSETSAND CAPITAL OF THE CENTRAL BANK

ARTICLE 31LEVEL OF EXTERNAL RESERVES

The Centrd Bank shdl a al times maintain a reserve of externa assets which shdl be
related in value to the value of currency notes and coins in circulation in such ratio as may
be prescribed from time to time by the Board of Governors subject to the gpprova of His
Maesty the Sultan.

ARTICLE 32CATEGORIESOF EXTERNAL ASSETS

Not withstanding the provisons of Article 28 of this law, the reserve of externd
asts may consst of any one or more of the following, provided they adhere to al limits,
classfications, condraints, restrictions and qualifications whatsoever laid down by the Board

of Governors:
Q) Gold or slver coins, which are legd tender.

2 Bullion of gold, slver or such other precious metas as may, from
time to time, be utilized as a monetary asset and fregly traded on internationa exchanges.

3 Foreign currencies or basket of currencies.

4 Bank demand and time depogts, certificates of deposit and

acceptances denominated in freely convertible forelgn currencies.



(5) Treasury Bills, commercid papers and any other short term money
market ingruments denominated in fredy convertible foreign currencies and issued by

foreign banks, foreign governments, foreign public agencies or supranationa organisations.

(6) Hoaing Rate Notes denominated in fredy convertible foreign
currencies and issued by foreign banks, foreign governments, foreign public agencies or

supranational organisations.

) Fixed interest securities and notes denominated in fregly convertible
foreign currencies and issued or guaranteed by foreign banks, foreign governments, foreign
public agencies and supranaiond organisations.

(8) Any internationdly recognized reserve asset, including specid
drawing rights, issued by the Internationa Monetary Fund.

ARTICLE 33 CAPITAL

The Centrd Bank shdl have aminimum capitd of two hundred and fifty million Rids
Omani which may be increased from time to time by the Board of Governors subject to the
approva of His Mgesty the Sultan. The increase may be effected by transfer from interna
reserves of the Centra Bank or by contribution from the Government of the Sultanate.

ARTICLE 34GENERAL RESERVE FUND

@ The Centrd Bank shdl establish a generd reserve fund and the annua net
profit accruing each year shdl be trandferred into the generd reserve fund until the balance
of such fund equas not less than 25 percent of the vaue of currency in circulation or such

greater amount as the Board of Governors may determine,

(b) At such time as the baance of the genera reserve fund attains 25 percent of
the vaue of currency in circulation, the amount of profits to be distributed to the Government
of the Sultanate out of the remaining net profits after appropriation to additional reserves
shall be decided by the Board of Governors pursuant to Article 37 of this Law.

(© For the purpose of payment to the genera reserve fund, net profits a the
end of any fiscd year shdl be profits redized by the Centra Bank, less alowances made for
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the expenditures of the Bank, reserves for bad debts, depreciation of assets and
contributions to pension or trustee funds formed for the benefit of the employees of the
Central Bank.

ARTICLE 35DEFICIENCIESIN GENERAL RESERVE FUND

If a the concluson of any annud accounting period, the generd reserve fund is
insufficient to cover the losses of the Central Bank for the previous year, the deficiency shall
be a liability of the Government of the Sultanate and shdl be paid by the Government of the
Sultanate within 90 days. Any deficiency shdl continue to be a liability of the Government
until such payment is made to cancd the liability.

ARTICLE 36INVESTMENT OF GENERAL RESERVE FUND

The generd reserve fund shdl be invested a the discretion of the Board of

Governors.

ARTICLE 37ADDITIONAL RESERVES

Additiona reserves may be created out of profits of the Centrd Bank for specific
purposes by a resolution of Board of Governors. These reserves and retained profits may
be held by the Central Bank in domestic or foreign currencies or may be invested a the
discretion of Board of Governors. The amount of profits that may be digtributed to the
Government, after the minimum requirement under Article 34 of this Law is met, shdl be

determined by Board of Governors.

ARTICLE 38ACCOUNTING

The amount of profits, losses, credits, debits, depreciation, funded and unfunded
reserves and other financid andyses, required under this chapter, shdl be determined
according to the generaly accepted principles of accounting, including the Internationa
Accounting Standards in so far as they do not contradict any provisions of this Law, agreed
by the Auditors gppointed pursuant to Article 18 (c) of this Law and gpproved by the

Board of Governors.

ARTICLE 40 CURRENCY AND BONDSVALUATION ADJUSTMENTS
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@

(b)

@

(b)

Unredised profit and losses arisng from revduation of net assets or ligbilities
whether in gold, Slver, other precious metds, foreign currencies, bonds or shares, as aresult
of the change in the par vaue or internationd exchange vaue of Riad Omani, externd vaue
of currency of another nation or change in market values of bonds and shares, shdl be
excluded from the computation of the annud profits and losses of the Centrd Bank as
determined under the provisons of this Law. Provisons of this Article do not apply to
clearly determined redlised gains and losses.

TITLE THREE: CURRENCY

ARTICLE 41CURRENCY UNIT

The unit of currency of the Sultanate shdl be the Rid Omani and shall
be sub-divided into 1,000 baizas.

Any reference to the Rid Omani in any enactment, ingrument or any other
document shdl be condrued as a reference to the equivdent amount of

currency under this Law.

ARTICLE 41PARITY

The par vadue of the Rid Omani shdl be determined from time to time by His
Maesty the Sultan.

The par vdue of the Rid Omani, or any change thereof, shdl be declared in
terms of gold, units of specid drawing rights, aforeign currency, or abasket
of currencies, or an internationaly recognized unit of account for currencies,
provided, however, that any such determination shal be in accordance with the

conditions of any international monetary agreement to which the Sultanate is
then a party.

ARTICLE 42DENOMINATION

Subject to the approva of His Mgesty the Sultan, the Board of Governors shall
determine the denomination, the form, the design, the materiad and dl other characteristics of

currency notes and coinsto be circulated.



@

(b)

@

(b)

@

(b)

ARTICLE 43RIGHT OF ISSUE

The Centrad Bank shal have the sole right to issue currency notes and coins to
be circulated as legd tender. No other ministry, department or agency of the
Government of the Sultanate and no other person or entity may issue currency

notes or coinsto be circulated as legd tender.

Any vidlaion of this Article shdl be an offense againg public confidence as
provided in Chapter One, Title Three, Book Two of the Pena Code of Oman

as amended from timeto time.

ARTICLE 44PRINTING OF NOTESAND MINTING OF COINS

The Centrd Bank, through its own facilities or by contractud arrangements,
shal cause notes, as determined by the provisons of Article 42 of thisLaw, to
be printed and numbered in such quantities as are required to supply the needs
of the Sultanate and in such manner as to guard againg counterfeiting and
fraudulent aterations.

The Centra Bank, through its own facilities or by contractual arrangements,
shdl cause coins of weights, compostions and denominations, as determined
pursuant to Article 42 of this Law, to be minted in such quantities as are
required to meet the needs of the Sultanate and in such a manner as to guard
againg counterfeiting and fraudulent dterations.

ARTICLE 45LEGAL TENDER

Currency notes and coins minted of gold or slver issued by the Centrd Bank
shdl be lega tender a their face vaue for payment in any amount, provided,
however, that such currency note has not been mutilated or is otherwise

imperfect and that such coin has not been tampered with or otherwise impaired.

Coins, other than those minted of gold or slver, shall be legd tender up to and
including an amount of two Rias Omani, provided, however, that such coins

have not been tampered with or otherwise impaired.



.E 47

(©

(d)

Any coin shdl be deemed to have been tampered with if it is impared,
diminished or lightened other than by norma wear and tear or defaced by
damping, engraving or piercing, whether or not the coin shdl have been
diminished or lightened thereby.

The Board of Governors may authorize the Central Bank to terminate use of
currency notes or coins as legd tender by publishing a notice in the Officid
Gazette setting the date on which such currency note and coin shall ceaseto be
lega tender. Until the date on which such note or coin shdl cease to be legd
tender, the Central Bank shdl tender payments of the face vaue of the note or
coin upon surrender thereof, provided, however, that if such date is less than
360 days from the date on which natice is published in the Officid Gazette,
payment shal be tendered for a period of 360 days from the date of such
publication.

ARTICLE 46SPECIAL ISSUES

Subject to the gpprova of His Mgesty the Sultan, the Board of Governors may
and, a the direction of His Mgesty the Sultan, the Board of Governors shdl, cause the
Centrd Bank to issue coins and sats of coins of specid weights, compostions and
denominations. Such coins shdl be denominated as specid issues of the Centrd Bank, shall
be legd tender at their face vaue for payment in any amount and may be offered at face

vaueor a apremium.

LOST OR IMPERFECT CURRENCY NOTES AND

COINS

No person shal be entitled, as of right, to recover from the Centra Bank the value
of any logt, solen, mutilated or otherwise imperfect currency note or coin, but the Central
Bank may, within the absolute discretion of the Board of Governors, refund as of grace the
vaue of any mutilated or imperfect currency note or of any coin which has been tampered
with.

ARTICLE 48CURRENCY IN CIRCULATION




The Centra Bank shdl publish in the Officid Gazette, a least once a month, the
aggregate vaue of al currency then in circulation and the aggregate vaue of any specid
issues authorized by the Central Bank.

TITLE FOUR: REGULATION OF BANKING
CHAPTER ONE: GENERAL PROVISIONS

ARTICLE 49SCOPE AND PURPOSE

Pursuant to its authority under this Law, the Board of Governors shdl have the
authority to regulate and supervise the banking business in the Sultanate.

ARTICLE 50USE OF WORDS BANK OR BANKING

It sl be unlawful for any person other than a licensed bank to use the word
“bank” or “banking” in its name or to imply by advertising or otherwise thet it is engaged in
the banking business, provided, however, that aforeign bank may use its name and
publicize its busness activities if such use and publicity clearly establish that such foreign
bank does not engage in the banking busness within the Sultanate. Licensad financia
ingtitutions may however advertise the banking business they are authorized to engage in by
the Centra Bank.

Any person who violates the above provison shal be pendized by a fine not less
than 100 Rias Omani and not exceeding 250 Rids Omani for each day of violation

ARTICLE 51BANKING HOURS

(@ The Centrd Bank may establish regulations prescribing hours and days during
which licensed banks are required to be open for the transaction of banking business and
designating days of the week, holidays and other days on which licensed banks are
prohibited from being open for the transaction of banking business.

(b) Any obligation which may be discharged only a a licensed bank and which
becomes due on a day on which licensed banks are not open for the transaction of banking
business or a an hour which is not a part of the banking day shal be deemed to become
due a the opening of the licensed bank on the next banking day.



CHAPTERTWO: LICENSING OF BANKSAND BRANCH
AUTHORIZATION

ARTICLE 52LICENSING REQUIREMENTS

No person shdl engage in banking business in the Sultanate as ether a
domedtic or foreign bank, or practice any other banking activity whatsoever, unless such a
person has been granted a license by the Centrd Bank, provided, however, that financia
inditutions other than banks may engage in activities fdling within the definition of banking
business, except receiving deposits, and provided that those financid inditutions are
regulated pursuant to other Laws of the Sultanate by a recognised regulator.

Any person who violates the above provison shdl be pendized by afine of
not lessthan 100 Rias Omani and not exceeding 250 Rias Omani for each day of violation
in addition to imprisonment for a period not less than 10 days and not exceeding 3 years or
by one of the two mentioned pendlties plus the closure of the place wherein he practices the
banking business.

ARTICLE 53APPLICATIONSFOR BANKING LICENSES

(& Any person seeking to be licensed to engage in banking businessin the Sultanate
shdl submit the following to the Central Bank:

(1) An “Application for a Banking Licenss’ in the form prescribed by
regulations of the Central Bark;

(2) If the gpplicant isto be a domestic bank, a copy of the proposed articles
of incorporation of the applicant in the form required by the Commerciad Companies Law;

(3) If the applicant is a foreign bank, a copy of its condtitutive contract or
aticles of incorporation and proof of its authority to engage in banking business in the
jurisdiction in which it is organized or domiciled and undertakes banking business.

(4) A “Plan of Operdtior” in the form prescribed by regulations of the
Centrd Bank which shdl include, but not be limited to, information concerning the
geographica and commercid communities to be served by the gpplicant, the specific kind of
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banking business in which the bank intends to engage and the need for the particular bank or
banking business in the communities to be served; and

(5) Such other materids as may be prescribed by regulations of the Centra
Bank.

(b) Any submissions to the Centrd Bank under this Article 53 shdl not relieve a
person of submitting any documents which may be required by any laws of the Sultanate,
including, but not limited to, submissions required by the Commercid Companies Law and
the Commercia Regigter Law.

ARTICLE 54REVIEW AND APPROVAL OF LICENSE

(@ The Centrd Bank shdl forward written notice to the applicant for a license to
engage in  banking busness in the Sultanate specifying the date that the application was
completed, provided, however, that such notice shal not be considered as passing upon any
requirement imposed by any other laws of the Sultanate.

(b) The Board of Governors shdl review each application for alicense to engage in
banking business in the Sultanate and shal determine whether such application meets the
requirements of this Title, the commercid, financid and economic needs of the Sultanate, the
objectives of this Law and such other factors as may be required by regulations of the
Centra Bank.

(c) Not later than 120 days after the applicant is notified that his application is
complete, if the gpplication has met the requirements of Article 54 (b) of this Law, the
Board of Governors shdl agpprove the application. If the Board determines that the
goplicant has not met such requirements, it shal so notify the applicant specifying the basis

for the Board’ s determination.

(d) Approvad of the gpplication to engage in banking business in the Sultanate shall
be made by the Board of Governors. Failure to gpprove or disapprove such an application
within such 120 days shdl condtitute a disgpprova of the application.

ARTICLE 55COMMENCEMENT OF BANKING ACTIVITIES




(& A person goplying to engage in banking business in the Sultanate shdl have full
power to undertake banking business in such manner and at such location as gpproved and
authorized pursuant to this Title from the date on which a license is granted, provided,
however, that a domestic bank may not exercise such power until it has completed its
incorporation in accordance with and has been authorized to begin its business under the

Commercia Companies Law.

(b) Within 360 days of the date provided by Article 55 (a) of this Law, or within
360 days of the date on which a domestic bank has been listed in the Commercid Register
as ajoint sscock company, whichever date is later, alicensed bank under this Title must have
fully complied with al gpplicable requirements and conditions to the commencement of
operations as required by this Title, the Commercid Companies Law and any other
goplicable laws of the Sultanate or of the jurisdiction in which the bank is organized or
domiciled.

(c) The failure by any bank to which alicense to engage in banking business in the
Sultanate has been granted to commence its operations within the period provided in Article
55 (b) of this law shdl result in an automatic revocation of the license unless the Board of

Governors has authorized an extension of such period.

ARTICLE 56BRANCHES OF BANKS

(& Any licensed bank may, with the gpprova of the Board of Governors, establish

and operate branch officeswithin or outside the Sultanate.

(b) Any licensad bank seeking to establish a branch office within or outsde the
Sultanate shdl submit the following to the Centrd Bank:

(1) A request for authorization of each branch to the Centrd Bank in the
form prescribed by regulations of the Central Bank;

(2) A “Plan of Operation’, which shadl include, but not be limited to,
information concerning the types of geographica and commercid communities to be served
by the applicant, the specific kind of banking business in which the bank intends the
proposed branch to engage and the need for the particular bank or banking business in the

communities to be sarved;
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(3) Such other materids as may be prescribed by regulations of the Centra
Bank.

(c) The Board of Governors shal review the request for authorization of a branch
office and shdl grant gpprovd if, inits discretion, it determines that the branch will contribute
to the economic needs of the community to be served and that the licensed bank has the

banking, manageria and economic resources to accommodate branch expanson.

(d) Approva or disgpproval of any request for authorization of a branch office shall
be made by the Board of Governors within 90 days from the date the gpplication was
submitted. A bank shal be atthorized to undertake banking activities a the authorized
branch from the date on which approva is granted.

(e) Thefailure by any bank to commence operations a the authorized branch within
180 days from the date of gpprova by the Board of Governors in accordance with Article
56 (d) of this Law shdl result in an automatic revocetion of the authorization unless the

Board of Governors has authorized an extension of such period.

ARTICLE 57REORGANIZATION AND CHANGE IN CONTROL OF
LICENSED BANKS

(& No licensed bank shdl amend its condtitutive contract or articles of incorporation
or effect any change in its organization or operation in a manner which would have required
such licensad bank to furnish different information in its gpplication for a banking license
submitted to the Board of Governors in accordance with Article 54 of this Law without

obtaining the prior approva of the Board of Governors to such amendment or change.

(b) No person or a group of persons acting individualy or jointly or for acommon
purpose shal own, or authorise or record the transfer of more than ten per cent of the voting
shares, or the equivaent thereof, of a licensed bank without obtaining prior approva of the
Board of Governors to such ownership or transfer, provided aso that the licensed bank
shall not effect such record or transfer without obtaining prior approva of the Centra Bank.

(c) No commercia company or other business entity holding ten percent or more of

the voting shares, or the equivaent thereof, of a licensed bank shal merge into or combine



with or effect a consolidation with any other business entity or issue, authorise or record the
trander of any interest initsdf in excess of 25 percent of its outstanding voting shares, or the
equivaent thereof, to any person or any group of persons acting jointly or to a common
purpose without obtaining prior gpprova of the Board of Governors to such merger,

consolidation, issuance or transfer.

(d) No licensad bank shdl merge into or combine with or effect a consolidation with
any other business entity without obtaining prior approva of the Board of Governors to such

merger or consolidation.

(e) Applications for approva of any transaction specified in this Article 57 shdl be
submitted to the Board of Governors in such form as may be required by regulations of the
Centra Bank.

(H Any gpplication filed pursuant to this Article 57 shall be approved or denied by
the Board of Governors within 90 days of the date on which such gpplication was filed and
shal be approved by the Board of Governors if it determines, in its discretion, that such
approva will not adversdly affect the depositors or creditors of the licensed bank within the
Sultanate.

(9 Any act undertaken or committed in contravention of Article 57 shdl be
congrued as null and void. The Board of Governors shdl have the power to take
appropriate action on such offenses including the right to order the immediate reversd of
ownership of the shares.

ARTICLE 58APPLICATION FOR RECONSIDERATION

Any person adversdly affected by any decison of the Board of Governors under this
Chapter may request the Board to reconsider such decision a such time and in such manner

as may be prescribed by regulations of the Central Bank.

ARTICLE 59APPLICATION AND LICENSE FEES

The Board of Governors may require the payment of reasonable application and
licendang fees by persons seeking to be licensed in the Sultanate or banks requesting
authorization to establish branches and by domestic and foreign banks engaged in banking
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busness in the Sultanate. Such fees shdl be edtablished and collected pursuant to
regulaions of the Centra Bank.

CHAPTER THREE: FINANCIAL REQUIREMENTS OF LICENSED
BANKS

ARTICLE G60INITIAL CAPITAL

@ Any domedtic bank shal have and at dl times maintain a paid-in capita of
not less than Twenty Million Rials Omani or such higher amount as may be determined from

time to time by the Board of Governors.

(b) Any foreign bank shdl have and a dl times maintain within the Sultanate a
paid-in capitd of not less than Three Million Rids Omani as initid capitd or such higher
amount as may be determined from time to time by the Board of Governors. This amount
shdl be maintained & dl times within the Sultanate, shdl be available for the transaction of
banking business within the Sultanate and shdl be in addition to and exclusive of funds
required to be maintained with the Centra Bank as capita deposits pursuant to Article 61 of
this Law and as reserves against deposits pursuant to Article 62 of this Law.

ARTICLE 61CAPITAL DEPOSTS

@ In addition to the initid capital required pursuant to Article 60 of this Law
and the reserves againgt deposits required by Article 62 of this Law, alicensed bank shal
be required to make a capitd deposit under this Article 61 before commencing banking
business and shdl be required a dl times to maintain a capitad depost with the Centra
Bank.

(b) The Centra Bank may require the capital deposit of alicensed bank to be a
all times equa to the greater of 10 percent of the deposits made in Rias Omani in such bank
which have been transferred by the licensad bank into an account maintained in a currency
other than Rids Omani or the amount provided by Article 61 (c) of this Law.

(© The capitd deposit of a licensed bank shdl be equivdent to one-tenth of
one percent of al the banking resources of the business entity, corporation or other business

combination which includes the subject bank, as computed annualy pursuant to regulations
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of the Centrd Bank, provided, however, that the minimum capitd deposit shdl not be less
than the equivdent of 50,000 Rids Omani and the maximum capita depost required shall
not be greeter than the equivaent of 500,000 Rids Omani.

(d) The capital depost made by a bank pursuant to the requirements of this
Article 61 shdl be in Rids Omani. The Board of Governors may authorize a loan to be
extended by the Centra Bank to a licensed bank in the amount of the capitd depost
required under this Article 61, a an interest rate which is not less than the interbank rate,
provided, that such loan is secured by assets which qudify as externa assets under Article
32 of this Law and which have, at dl times, a vaue equivaent to not less than the amount of

the loan.

(e The capital deposit required pursuant to Article 61 shal be determined for
each licensed bank on the effective date of a license granted pursuant to Article 54 of this
Law and theredfter shal be adjusted annualy within 29 days of the date on which such
bank’s annua report is required to be submitted pursuant to Article 72 of this Law.

® Any excess in the amount of the capitd depogt required of a bank, as
determined pursuant to the provisons of this Article 61, shdl be remitted to such bank by
the Central Bank, provided, however, that any excess shdl first be gpplied to any deficiency
in the reserves againg deposits of such bank. If a deficiency shal exist in the capitd deposit
required of a bank, such bank shal make the additiona payment within ten days of the date
on which noticeis forwarded to such bank by the Central Bank.

()] All capitd deposits required pursuant to this Article 61 shall bear interest a
arate determined by the Board of Governors, provided, however, that such rate shall bein

linewith the prevailing rate within the Sultanate on time deposits of one year.

(h) All interest accruing to abank pursuant to Article 61 (g) of thisLaw shal be
paid to such bank in Rials Omani, provided, however, that the Central Bank may first apply
any such interest to any deficiency in the amount required as reserves againgt deposits
pursuant to Article 62 of this Law to the extent that such deficiency is in excess of the
amount available for application under Article 61 (f) of this Law.



() Any capitd depost made by a licensed bank pursuant to this Article 61 shdll
be remitted, with accrued and unpaid interest, to such bank at such time as it terminates the
conduct of the banking business within the Sultanate, provided, however, that such deposit
shdl be remitted only after al obligations and clams under Chapter Seven of Title Four of
this Law have been fully met.

ARTICLE 62RESERVESAGAINST DEPOSITS

@ The Centra Bank may require every licensed bank to maintain a deposit
with the Centrd Bank, in accordance with regulations of the Centrd Bank, in an amount,
which, when added to the aggregate amount of currency and coin, foreign and domestic,
held by such bank within the Sultanate, shal be:

Q) Not more than 40 percent of the total daily amount of al demand
and savings deposits made with such bank within the Sultanate.

2 Not more than 30 percent of the tota dailly amount of dl time
deposits made with such bank within the Sultanate.

(b) The percentage of the tota amount of reserves againg time, savings and
demand deposits required under this Article 62 shall be determined or adjusted, from time
to time, by the Board of Governors within the limitations provided by this Article 62,
provided, however, that any percentage requirements hereunder shall be identical for every
licensed bank and adjusted only by notice sent to every bank not less than 20 days before
the effective date of such adjustment.

(© All deposits under this Article 62 shdl be held by the Centra Bank in norn-
interest bearing accounts.

(d) All depodits required pursuant to this Article 62 shdl be maintained with the
Centrd Bank in Rias Omani, provided, however, that a bank may deposit, in an amount
and type to be determined by the Board of Governors, securities issued by the Government



of the Sultanate or guaranteed by the Sultanate which are fredy transferable and are to

mature within a period of not more than ten years.

(e The reserves againgt deposits required to be maintained by a bank, if any,
shdl be determined in accordance with regulations of the Central Bank .

® Any deficiency in the reserves againgt deposits, required pursuant to this
Article 62, which exigts at the close of any monthly computation period shdl be cured by
depositing with the Centrd Bank the amount required to cure such deficiency not later than
the tenth business day following the close of such monthly computation period.

()} Any excess in a bank’s reserves againgt deposits shall be remitted to such
bank immediately.

ARTICLE 63RESERVESFOR THE PROTECTION OF DEPOSITORS

@ The Board of Governors may require licensed banks to maintain reserves

within the Sultanate in an amount equd to the greater of :

1 Not more than 15 percent of the totd daily amount of dl time, savings and demand
deposits held by alicensed bank from the conduct of banking business within the Sultanate;

or
2) The aggregate of deposits required by Article 61 of this Law.

(b) The gpplication of and requirements under this Artice 63 shdl be
determined and adjusted, from time to time, by the Board of Governors within the limitation
provided by Article 63 (a) of this Law, provided, however, that any percentage requirement
thereunder shdl be identical for every licensed bank and adjusted only by notice sent to
every bank not lessthan 30 days before the effective date of such adjustment.

CHAPTER FOUR: POWERSOF LICENSED BANKS

ARTICLE 64AUTHORIZATION AND DISCLOSURE OF BANKING
ACTIVITIES

@ A licensed bank operating within the Sultanate or a branch of a domestic
bank operating outside the Sultanate shall be authorized to undertake any one or more of the



activities condtituting banking business as defined in Article 5 of this Law, to the extent that
such activities have been authorized in the license granted to such bank.

(b) A licensed bank shdl display the license issued hereunder and shdl, upon
request, disclose to customers and to any other person the banking activities which the
licensed bank has been authorized to undertake.

(© A licensed bank operating within the Sultanate or a branch of a domestic
bank operating outsde the Sultanate shdl not, directly or indirectly, as principal or agent,
engage in any business or other activity other than that authorized by Article 64 (@) of this

Law.

ARTICLE 65GENERAL CREDIT AND INVESTMENT POWERS

@ Except as otherwise provided by a specific provison of this Law, by
limitations in the banking license granted under this Law or by limitations imposed by the law
of the jurisdiction in which aforeign bank is domiciled or organized as such law is goplicable
to the banking business of the foreign bank within the Sultanate, a domestic bank or a
licensed foreign bank, to the extent that it has been authorized to undertake the banking
business in the Sultanate, may undertake to do any one or more of the following, subject to
regulations of the Central Bank:

(1) Purchase, I, accept or otherwise negotiate and discount:

i)  Itemsand bonds, notes, debentures and other evidences of loans made by the licensed
bank;

ii)  Treasury bills, bonds of the Government of the Sultanate, or securities guaranteed by
the Sultanate which have been publicly issued;

i)  Written obligations to pay in instalments or pursuant to other arrangements al or a part
of the price of tangible and intangible persond property;

(2) Receive upon deposit or for safekeeping, money, securities, papers of any kind or
any other persona property and hold such property in vaults or other receptacles upon such
terms and conditions as may be set by the licensed bank;



(3) Open accounts with the Centrd Bank, utilize the Centrd Bank as a clearing house
ether directly or through contractua arrangements, and otherwise utilize the services of and
be subject to obligations imposed by the Central Bank; and

(4) Open accounts with other banks within and outside the Sultanate and become a
customer, depositor and correspondent for such banks.

(b) Except as otherwise provided by specific provison of this Law, by
limitations in the banking license granted under this Law or by more redtrictive limitations
imposed by the law of the jurisdiction in which a foreign bank is domiciled or organized as
such law is applicable to the banking business of the foreign bank within the Sultanate, a
licensed bank may purchase, hold and sdll for its own account, the following:

1) Bonds, notes, debentures and other evidences of an obligation for
the payment of money other than those included in Article 65 (a)(I)(i) of this Law, when such
obligations are not in default as to either principa or interest a the time of acquidtion by the
bank and the aggregate vaue of such investments does not exceed 10 percent of the amount
of the net worth of the licensed bank and when any invesment in a particular security does
not exceed five percent of the net worth of the licensed bank; and provided further that the
investments in the above ingruments of companies domiciled outsde the Sultanate shdl not
exceed 25 percent of the 10 percent ceiling mentioned hereunder.

2 Securities issued or guaranteed by the Government of the Sultanate
and Minidries, indtitutions or corporations thereof or by foreign governments and agencies
thereof, when such securities have or are to have a public market and are to mature within a
period of not more than 90 days from the date of acquisition, provided, however, that
securities issued by a government of a nation other than the Sultanate must be payable in a
currency which isfredy convertible at the time of acquisition;

3 Shares and securities of corporations formed by the Government of
the Sultanate and exercising proprietary functions within the Sultanate, provided, that any
such investment in a particular corporation may not exceed 5 percent of the net worth of the
licensed bank;

a7



4) Shares and securities of corporations, domiciled and organized
within or outsde the Sultanate, not authorized for investment under the provisons of this
Article 65 (b), provided, however, that such investment if made in related companies or
other licensed banks has been approved by the Board of Governors and provided, further,
that any such investment in a particular corporation does not exceed 5 percent of the shares
of such corporation and that al such investments do not exceed 20 percent of the net worth
of the licensed bank and provided further that the investments in companies domiciled
outsde the Sultanate shall not exceed 25 percent of the 20 percent calling mentioned

hereunder.

(5) (@ The limitations imposed by Article 65 (b) (3) and (4) of this Law
shal not gpply to shares and securities, securing a loan by a licensed bank which are
transferred to such licensed bank after default in repayment of such loan, provided,
however, that the retention of any such shares and securities is specificaly gpproved by the
Centrd Bank and said shares or securities are disposed of by the licensed bank within 12
months unless alonger retention period is approved by the Centra Bank.

*(5) (b)With exception to the limitations imposed by Article 65 (b) (3) and
(4) of thislaw, the licensed bank may, after gpprova of the Centrd Bank, convert the loans
to shares of any corporation’s capita, under a restructuring programme of such corporation,
through converson of a defaulted loan or obligation, provided that the value of such shares
and securities in a particular corporation shal not exceed 20 percent of the shares of such
corporation, and provided further that such shares and securities are disposed of by the
licensed bank within twelve months, unless a longer retention period is gpproved by Centra
Bank. The licensed bank shal reserve full provisons againg the classified loans which have

been converted to shares or securities of such corporation.

(6) Foreign currency or other monetary asset in the form of cash and
bullion and coins of gold, slver or such other metd as may, from time to time, be utilized as
a monetary asset, subject to such regulations of the Central Bank as may be promulgated
pursuant to Article 14 (1) of this Law.



(© The limitations on invetments set forth in Article 65 (a), (b) and (d) and
Article 66 of this Law shdl not apply to the underwriting of sharesin any company provided
that al of the following conditions are met:

Q) A licensed bank has been authorized in the license issued pursuant
to Article 54 to undertake underwriting activity.

2 The investments are in the classes and types of securities authorized
for investment under Article 65 (a), (b) and (d) of this Law;

* Added by R.D.No. 11/2004
(3)(i) A licensed bank, amongst such activity, may undertake underwriting up to 20
percent of the shares on offer of a given company. This 20 percent underwriting should
however, not exceed 5 percent of the net worth of the underwriting licensed bank. Such
bank is, however not permitted to undertake underwriting activities pertaining to a company
whose shares will be owned by itsdf or by any related party in the following manner:

a) In a company under formation, a related party owns 5 percent or
more of shares as a founder member or related parties collectively own 10% or more of

shares as founder members.

b) In an existing company, a related party owns 10 percent or more of
shares or related parties collectively own 15 percent or more of shares.

C) A rdated party for this purpose shdl be defined by Regulations

issued by the Board of Governors.

i) The aggregate of al underwriting outstanding at any time should not exceed 20
percent of the net worth of the licensed bank.

iii) Every underwriting transaction, if not marketed within the time frame specified in the
prospectus shdl continue to be held by the licensed bank for a period of sx months with
each such transaction identified separately. If provided with convincing reasons, the Board
of Governors may give a further extenson of sx months for the bank to retain the sharesin
question. Otherwise, the bank shall take over the unsold portion of the underwritten
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transaction and compute it within the ceiling on investments provided for under Article 65(b)
(4).

4 All other requirements of this Law are met and dl computations and
investments under this Article 65 (c) are fully reflected in any reports filed pursuant to Article
72 of this Law.

(d) In addition to the credit and investment functions authorized for a licensed
bank under this Article 65 (a), (b) and (c) alicensed bank shall be authorized to purchase,
hold and sdll securities authorized for investment by the Central Bank pursuant to Article 28
(©), (d), (h), (), () and (K) of this Law provided, however, that the aggregate value of such
investment does not exceed 20 percent of the net worth of the licensed bank, unless
otherwise decided by the Board of Governors in respect of development bond held for

trading purposes only.

(e) The limitations on invetments set forth in Artide 65 (@), (b), (c) and (d) and
Article 66 of this Law shal not apply to the extent that dl of the following conditions are
met:

(1) A licensed bank has been authorized in the license issued pursuant to Article
54 to undertake the investment, industrid or merchant banking business,

(2) The invesments are in the classes and types of securities authorized for
invesment under article 65 of this Law;

(3) Each invetment is made from funds of which not less than 50 percent
consgts of the net worth of the funds of the licensed bank and the balance on each banking
day is from “five year time depodts’ held by the licensed bank, such “five year time
deposits’ for purposes of this Article 65 (€) being those time deposits held by such licensed
bank for a period of not less than five years from the day on which the computation of fund

available for investment is made:

(4) Any funds used for invesments under this Article 65 (€) shdl be excluded
from al caculations of net worth available for other investments under this Article 66 and
computations required under Articles 68 and 69 of this Law; and



(5) All other requirements of this Law ae met and dl computations and
investments under this Article 65 are fully reflected in any reports filed pursuant to Article 72

of this Law.

ARTICLE 66 POWERSRELATED TO REAL AND PERSONAL
PROPERTY AND SECURED TRANSACTIONS

@ Subject to gpplicable laws of the Sultanate relating to ownership of
property, a licensed bank may purchase, acquire or lease real and persona property
necessary for the conduct of its banking business within or outsde the Sultanate including
such housing as may be required for employees of the licensed bank.

(b) A licensed bank may purchase, acquire, hold, lease or otherwise convey
real and persona property which has been conveyed to it in satisfaction of debts previoudy
contracted within the norma course of the banking business, which it has acquired a sdes
under judgment decrees or as a result of defaults or foreclosure sdes on mortgages held by
it, provided, however, that all red property acquired by abank pursuant to this Article 66 or
acquired by it in a settlement due to it, shal be conveyed to it in its name or, subject to
regulations of the Centra Bank, may be held in the name of a duly authorized nominee of
such licensed bank. All such acquistions shdl be recorded or registered to the extent
required by the laws of the Sultanate.

(© Real and persona property acquired by alicensed bank pursuant to Article
66 (b) of this Law shdl be sold or otherwise digposed of by such bank within 12 months of
the date on which it shall have been acquired unless an extendon is granted by the Centrd
Bank.

(d) A licensed bank shdl have and may enforce a generd lien againgt any goods
which are the subject of a documentary letter of credit, to the extent that such licensed bank
has aready paid money pursuant to such documentary letter of credit, if there has been a
default on the underlying obligation to the bank by the debtor, and such licensed bank may
acquire, hold, sdll or otherwise dispose of any such goods in accordance with the provisons
of thisArticle.
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(e The proceeds of any sde or digposition of any goods acquired pursuant to
Article 66 (d) of this Law or any other property acquired pursuant to Articles 65 and 66 of
this Law shal first be gpplied against any costs of collection and attorney’ s fees reasonably
incurred by the licensed bank and the balance shal be applied againgt the amount due to the
licensad bank on the underlying obligation, including any accrued and unpad interest
thereon. Any excess proceeds realized by the licensed bank and not required for payments
pursuant to this Article 66(e) shal be remitted to the debtor. To the extent that any
deficiency remains after the gpplication of proceeds pursuant to this Article 66 (e), the
licensed bank shdl have a dam againgt the debtor for the full amount of such deficiency,
including any unsatisfied portion of the underlying obligation and any unreimbursed codts of
collection and attorney’ s fees.

ARTICLE 67FIDUCIARY POWERS

@ A licensed bank may be authorized in the license issued pursuant to Article
52 of this Law, to act as trustee, executor, administrator, transfer agent for shares and
bonds, registrar of shares and bonds, guardian of estates, assignee or receiver, administrator
of the edtate of a minor, lunatic or other adjudged incompetent or in any other fiduciary
cgpacity in such manner and to the extent that the laws of the jurisdiction in which such bank
isdomiciled or organized authorise the exercise of fiduciary powers by such bank.

(b) The rights, duties, liabilities and obligations associated with the exercise of
such fiduciary powers by alicensed bank or by any director, officer, manager or employee
of such bank shdl be governed by the laws of the jurisdiction in which the bank is domiciled

or organized.

(© Assats held by a licensed bank in a fiduciary capacity and obligations
incurred by it in a fiduciary capacity shdl not be consdered to be assets or obligations of
such bank for purposes of this Chapter Four, and furthermore, a licensed bank, when acting
on behdf of a cusomer in afiduciary capacity shal not enter into transactions with itself,

acting on its own account

ARTICLE 68BORROWING AND LENDING LIMITATIONS OF
LICENSED BANKS
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@ No licensed domestic bank shdl make any loan or discount on the security
of its own shares nor shdl it be the purchaser or holder of any such shares, unless such
Security or purchase is hecessary to minimize or avoid loss upon an obligation previoudy
contracted in good faith by such bank. Any shares so purchased shall be sold a a public or
private sde, or shal otherwise be disposed of, within Sx months of the date of acquistion by

the bank unless an extension is granted by the Board of Governors.

(b)  The tota direct or contingent obligation to any licensed bank by a person
and his related parties, other than the Government of the Sultanate shall not exceed 15
percent of the amount of the net worth of such licensed bank. In case of a senior member in
the management of the licensed bank and any related parties, the tota obligation shal not
exceed 10 percent of the amount of the net worth of such bank. Provided further that, the
aggregate of lending to al senior members and any related parties, shal not exceed 35
percent of the amount of the net worth of such bank or up to any other limit specified by

Board of Governors.

(0  TheBoard of Governors may determine, by regulations of the Centra Bank,
the maximum total direct or contingent obligation of the mgjor shareholders and their related
partiesto the licensed bank.

(d) The limitations of Artide 68 (b) of this Law shdl not apply to any loan, to
the extent that such loan is secured by collaterd in cash or in acash equivalent not subject to
withdrawd from the licensed bank, to the extent such loan is guaranteed, in a manner
satidfactory to the Centrd Bank, by a bank or financid inditution within or outside the
Sultanate or to the extent that a payment of the principa and interest of such loan has been
guaranteed by the Government of the Sultanate or by any Ministry or corporation thereof, or
to the extent that such loan is secured in such other amount by such other collaterd as has

been specificaly authorized by regulation or a particular directive of the Central Bank.

(e A licensed bank shdl not at any time make any loan secured by red estate
when either the totd vaue of red edate held by the bank, or the aggregate of the
outstandings of loans againgt which such securities are held, whichever is lower, other than
red estate held pursuant to Article 66 (a) of this Law, exceeds or by the making of such
loan will exceed, 60 percent of the net worth of such licensed bank within the Sultanate or



60 percent of dl time and saving deposits other than government and inter-bank deposits of
such licensed banks, whichever is greeter.

ARTICLE 69LENDING RATIO

@ Notwithstanding any other provison of this Law to the contrary, a licensed
bank shal not make any loan or other advance of money, whether secured or unsecured, if
the aggregate amount of al loans within the Sultanate by such licensed bank exceeds, or by
the making of such loan will exceed the ratio of loans to deposts within the Sultanate, set
from time to time by the Centrd Bank, provided that any adjusment in such ratio will not
affect the vdidity of loans outstanding on the date on which the Centrd Bank announces
such adjustment.

(b) The ratio requirements set by regulations of the Centra Bank pursuant to
Article 69 (a) of this Law shdl beidentica for every licensed bank, provided, however, that
the Board of Governors may authorize loans in excess of thisratio if the Board of Governors

finds that the making of such loan will not impair the financid condition of the licensed bank.

ARTICLE 70CONFIDENTIALITY OF BANKING TRANSACTIONS

(& No Government Agency nor any person shdl ask a licensed bank directly to
disclose any information or to take any action relating to any customer. Such request in al
cases shall be submitted to the Central Bank. A committee shal be established at Central
Bank to decide on whether to release the information or to take the action requested or not.
If the Centra Bank finds the request acceptable, the licensed bank shall be informed to
release such information or to take such action according to the way and method instructed
by Centrd Bank. The decision of the Centrd Bank regarding the disclosure of information
or taking the action shdl befind.

(b) No licensed bank, nor any director, officer, manager or employee of such bank,
ghdl disclose any information relating to any customer of the bank except when such
disclosure is required under the laws of the Sultanate and as instructed by the Central Bank.
In any case alicensed bank should inform its customer promptly of such disclosure.

() Except as provided by Article 70 (@) of this Law, disclosure of information relaing
to any customer of a licensed bank shal be made only with the consent of such person,



provided, however that a customer of a licensed bank may give general consent to use of
banker’ s advisements related to his banking business.

(d) Any former director, officer, manager or employee of a licensed bank shdl be
bound by this Article 70.

ARTICLE 71FREEDOM OF BANKING RELATIONSHIPS

No licensed bank shadl, as a condition of undertaking the transaction of banking
business with any person or customer or of continuing to transact banking business with any
customer, require any action which would unreasonably preclude such person or customer

from being a customer of another bank.

CHAPTER FIVE: BANK REPORTSAND EXAMINATIONS

ARTICLE 72REPORTSBY LICENSED BANKS

@ Each licensed bank shdl submit to the Centrd Bank an amua report,
audited by independent auditors, pursuant to procedures established by the Central Bank,
and such other interim reports, and a monthly report, at such times and in such form as may
be prescribed by regulations of the Central Bank.

(b) Reports required by this Article 72 shdl be accurate and shdl include, but
not be limited to, information reflecting the financid condition within and outsde the
Sultanate of the bank and showing in detall the assets and liabilities of the bank, the amount
and character of domestic and foreign currency held by such bank and the amount, nature
and maturities of dl items and instruments, securities and other investments owned or held
by such bank, to the extent that such information is related to the conduct of banking
business within and outside the Sultanate. Licensed foreign banks shdl aso file copies of dl
reports prepared within the Sultanate for submisson to banking authorities which have
jurisdiction over the licensed foreign bank and which reflect the aggregate financid condition
of al operations of such licensed bank.



(© Each licensed bank shdl dso submit such other reports concerning the
condition of the bank or of any one or more of its branch offices a such times and in such

form as may be prescribed by regulations of the Central Bank.

(d) The sections of any reports required under this Article 72 which show the
assets and liabilities of the reporting bank shal be published in such manner and a such
times as may be prescribed by regulations of the Central Bank and shdl be displayed in such
bank and each of its branches, if any, in a congpicuous place, accessible to any interested
party within five days after submisson of the reports in accordance with this Article 72 and
shdl remain on display for aperiod of not less than one month.

(e Notwithstanding the provisions of Article 72 (d) of this Law, any report
submitted to the Central Bank pursuant to this Article 72 shdl be made availadble to the
depositors of a bank and to the public in such manner as the Centra Bank may determine
and with such protection as may be necessary to ensure the confidentidity of relations
between alicensed bank and its customers.

® The Centrd Bank shdl establish regulations regarding the accounting and
reporting procedures to be utilized in the preparation and submission of reports under this
Article 72 to ensure accuracy and uniformity in the collection, compilation and digtribution of
information submitted or requested pursuant to any provison of thisLaw.

()} Pursuant to regulations promulgated by the Centrd Bank, each licensed
bank shdl make available to its depositors within the Sultanate on demand, a copy of its
annud report submitted to its shareholders.

ARTICLE 73BANK EXAMINATIONS

@ The Centrd Bank shall gppoint bank examiners, who shdl be employees of
the Centra Bank or under contract to the Central Bank, to examine the affairs of licensed
banks and shall establish the procedures for such examinations.

(b) At such times as the Centra Bank may deem necessary and at least once
during each fiscd year of the Centrd Bank, a bank examiner shdl make a thorough
examination of the banking activities and fiscd affairs of each licensed bank and of any or dl
of the branches of such licensed bank.



(© The bank examiner shdl submit to the Board of Governors promptly after
the completion of any such examination afull and detailed report of the condition of the bank
s0 examined in the form prescribed by regulations of the Central Bank.

(d) All expenses incurred by the Centrd Bank in examinations made pursuant to
this Artidle 73 shdl be expenses of the Central Bank.

ARTICLE 74 FAILURESTO SUBMIT REPORTS

A licensad bank which shdl fail to cooperate in any examination by the Centra
Bank or to submit reports required under this Law shdl be subject to suspension or
withdrawa of its license or such other sanctions as may be gppropriate pursuant to Articles

14 (g) and 83 of thisLaw.

*ARTICLE 74 REPEATED

(& The Board of Governors shdl determine the minimum conditions, professona
gudifications and practicd experience required for nominating externa
auditors, and may establish the rulesit deemsfit for the said purpose.

(b) Licensed banks shdl naotify the Centrd Bank in writing of the nomination/
remova of externd auditors within 30 days from the date of issuance thereof,
and the Centra Bank shdl have the right to issue a decison for cause objecting
to the nomination of externd auditors, or for their remova after contracting with
them.

(¢) The externd auditors shdl comply with the ingtructions issued by the Centrd
Bank regarding issues which are relevant to the management of the licensed
bank and which have impacts on the supervisory functions.

CHAPTER S X: OBLIGATIONS OF BANK PERSONNEL

ARTICLE 75DUTY OF CARE OF DIRECTORS, OFFICERS,
MANAGERSAND EMPLOYEES

@ Each director, officer, manager and employee of a licensed bank shdl be
persondly ligble for any losses or dameges suffered by the bank as aresult of his fraudulent
or wilfully negligent performance of duties, or his failure to act as a reasonable and prudent
person under the circumstances. A person so charged shdl be subject to the civil, crimind
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and other obligations imposed by this Law or any other gpplicable law of the Sultanate in
any proceeding brought in a forum of competent jurisdiction by the licensed bank, by the
Central Bank or by adepositor or creditor of the licensed bank.

(b) A licensed bank in its articles of incorporation or other condtitutive contract
may provide for reimbursement to any director, officer, manager or employee of the cost of
defense in any proceedings, whether civil or cimind, dleging ligdility for acts in the
management of the bank, unless afind judgment in such proceedings shdl find the director,
officer, manager or employee persondly liable for the losses or damages caused to the

licensed bank.

* Added by R.D.No. 11/2004

ARTICLE 76 ACTSOF OFFICERSAND EMPLOYEES

@ A licensed bank shdl be bound by the acts performed by its directors or
any committees thereof, officers, managers and employees when such persons are acting in

the name of the licensed bank and within the scope of their authority.

(b) Any third party shdl be entitled to assume that any action taken by the
licensed bank, or by a director or committee thereof, officer, manager or employee having
gpparent authority to take such action in pursuance of the business of the licensed bank, was
within the scope of authority of such person or group. The licensed bank shdl be bound by
any such action.

ARTICLE 770FFICERS, MANAGERSAND EMPLOYEES OF
LICENSED BANKS

(@  The Boad of Governors may determine and specify the minimum professiond
qudifications for appointment as the chief executive officer of each domestic bank and the
senior executive officer within the Sultanate of each licensed foreign bank, may recommend
procedures for the gppointment of such persons and shdl asss in the education, recruitment



and training of directors, officers, managers or employees through activities undertaken
within or outsde the Sultanate.

(b)  Centrd Bank should be officidly notified of any decison taken by the licensed
banks with regard to the appointment of chairmen, directors, executive officers, generd
managers, deputy general managers, in the Sultanate, within thirty days from the date of
issuance of such decison. Such natification should be made in the manner and form
prescribed by the Centra Bank, which shall have the right to object to the appointment of
any chairman or member of a board of directors, chief executive officer, genera manager,
deputy generd manager, if it consders that such appointment will be detrimenta to the
management of that bank or to the interests of the depositors.

(0  The Board of Governors may, within it's discretion, disolace any of the directors,
executive officers, generd managers or deputy generd managers by a detailed note to
safeguard the depositors and networth interests.

ARTICLE 78BONDING

All directors, officers, managers and employees of any licensed bank or branch
thereof with the authority to bind such bank or branch and any employee or other person
whose duties include the safeguarding, signing or trandferring of any collatera, bond,
currency or other property of any such bank or branch shal be bonded a the expense of
the licensed bank, in such amount and in such manner as may be determined by the bank
pursuant to regulations of the Central Bank and policies promulgated by the Central Bank.

ARTICLE 79REPORTSBY DIRECTORS, OFFICERS MANAGERS
AND EMPLOYEESOF LICENSED BANKS

Every director, officer, manager and employee of a domestic bank and every
director, officer, manager and employee of a foreign bank who has been charged with
respongbilities within the Sultanate shal file such reports as may be required by regulations
of the Centrd Bank, provided, however, that such regulations shdl include provisons for
such confidentidity as may be necessary. Such reports shdl include, but not be limited to,
datements of the obligations which such person has to licensed banks and information
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concerning any financia or business ffiliaions which are rdated to the banking activities of
the licensad bank with which such person is affiliated.

ARTICLE 80RESTRICTIONS ON DIRECTORS, OFFICERS,
MANAGERSAND EMPLOYEES OF LICENSED BANKS

@ No director, officer, manager or employee of alicensed bank shall:

Q) With an intent to avoid the previous refusd, discount or directly or
indirectly make any loan upon any note or other evidence of indebtedness which he knows
to have been offered for discount to the licensed bank and to have been refused by such
licensed bank;

2 Purchase or be interested in the purchase of any promissory note or
any other evidence of indebtedness issued by the licensed bank on terms more favourable
than those available to other customers of the bank, provided, however, that any director,
officer, manager or employee who is a shareholder of a licensed bank may purchase, on
terms more favorable than those available to other customers of the bank, promissory notes,
debentures or other evidences of a debt issued by it in the same ratio as his shares have to

the total shares outstanding in the same class,

(b) Without the express authorization of the Centra Bank, no person who is a
director, officer, manager or employee of a licensed bank shal hold any office in another
licensed bank, accept membership on the board of directors of any commercia company or
participate in the management of another banking or financid enterprise if such an office or
participation isin conflict with the respongibilities delegated to such person by this Law or by
the licensed bank.

ARTICLE 81RESIDUAL RULES GOVERNING DIRECTORS,
OFFICERS, MANAGERSAND SHAREHOLDERS

All matters relaing to the appointment, functions, powers, duties, obligations,
ligbilities or other legd relaionships of any director, officer, manager or shareholder of a
licensed bank not otherwise provided for by this Law shal be governed by the law
regulaing the gpplicable form of commercid organization in the jurisdiction in which such
bank is organized or domiciled.



CHAPTER SEVEN: DISSOLUTION, LIQUIDATION AND
TERMINATION OF BANKS

ARTICLE 82VOLUNTARY DISSOLUTION AND LIQUIDATION OF
BANKS

@ A licensed bank may enter into voluntary liquidation, dissolution or
termination of its banking busness in the Sultanate by submitting a request to the Centrd
Bank in such manner and in such form as may be prescribed by regulation.

(b) The Board of Governors may, in its discretion, upon review of arequest by
a bank for voluntary dissolution, liquidation or termination of its banking business in the
Sultanate, approve the request, prescribe such conditions as the Board of Governors may
deem necessary for the orderly termination of such business or deny the request for
voluntary liquidation, termination or dissolution and apply the provisons of Article 83 of this
Law. The Board of Governors shdl have the right to revoke its gpprova of a request for
voluntary dissolution, liquidation or termination of the banking business in the Sultanate and
to apply the provisions of Article 83 of this Law, if during the course of such dissolution,
liquidation or termination any conditions prescribed hereunder are violated, the assets of the
bank are improperly applied or if thereis evidence of other improper conduct.

(© Unless otherwise provided by this Chapter or other applicable provisions of
this Law, the voluntary dissolution, liquidation or termination of banking business by a bank
in the Sultanate shal be governed by the gpplicable laws of the jurisdiction in which such
bank is organized or domiciled.

(d) The Board of Governors shdl have the right to designate or otherwise
gpprove any person who isto act asthe liquidator of alicensed bank to the extent that such
liquidation is of banking business and operationsin the Sultanate and to the degree that such
designation or approval is necessary to assure compliance with this Law and to represent

the interests of al depositors of such bank.

(e The termination of the operation of a branch authorized under Article 56 of
this Law shdl not condtitute a liquidation, dissolution or termination under this Article 82 and
shdl be authorized and administered pursuant to regulations of the Centra Bank.
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ARTICLE 84ADMINISTRATION OF BANKSAND INVOLUNTARY
DISSOLUTION AND LIQUIDATION OF BANKS

@ Pursuant to Article 14 (g) of this Law, the Board of Governors may take
possession of the business and property of any domestic bank and the business and
property within the Sultanate of any licensed foreign bank, suspend the license of any
licensed bank and adminigter the business and property of such bank during any period of
suspension, suspend the operations of any licensed bank for a specified period, or cause the
liquidation or termination of the business of any licensed bank and authorize the reopening,
or require a reorganization before a subsequent reopening, or to order , a any time, the sde
in whole or in part of business, property , assets and/or liabilities of such bank whenever it
shdl appear that any such bank:

Q) Has actudly faled or the circumgaances indicate thet it will fal to

comply with the orders, directives or policies of the Board of Governors,

2 Has actudly violated or the circumstances indicate thet it will violate
any provisors of this Law, regulaions of the Centrd Bank or of any other law of the
Sultanate;

©)] Has accepted or may accept deposits a a time when the bank isin
an unsafe or insolvent condition or it gppears that the licensed bank is or may be unable to
pay vaid damsfully asthey become due

4 Is conducting its business or the business of any authorized branch in
an unauthorized, unsafe manner or isin an unsound, unsafe condition to transact or continue

to transact banking business,
(5) Has an imparment of its capitd;

(6) Has suspended or is in danger of suspending the payment of any of
its obligations; or

(7 Has not been carrying on banking business.
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(b) In addition to the provisons of Article 83 (a) of this Law, the Board of
Governors, in the case of a licensed foreign bank, shall have the authority to exercise its
powers under Article 83 (a) of this Law, if such foreign bank has got its license revoked or
suspended or prohibited to carry on that business or is the subject of a liquidation or
adminigration proceeding or any other proceeding having an equivdent effect in the
juridiction in which it is organized or domiciled or in any other jurisdiction in which it is
conducting a banking business or if it appears that a licensed foreign bank is carrying on a
banking busness in any jurisdiction without a valid license or if the Centrd Bank is not
satisfied that the bank is subject to adequate supervision by the gppropriate regulator in its
home dtate or if there is areason to believe that such bank will or may be unable to fully pay
vdid claims as they become due.

(© The Board of Governors shal persondly notify al officers, directors and
shareholders of any action taken by the Centra Bank under this Article 83 and shdl cause a
notice to dl shareholders of any liquidation hereunder to be published in the Officid Gazette
in the same manner as notice to depositors and claimants pursuant to Article 84 of this Law.

(d) The Board of Governors shdl appoint an adminigtrator for any bank whose
operaions have been suspended or otherwise affected by actions of the Board of
Governors under this Article 83. Under the direction of the Board of Governors, the
adminigtrator shal take possession of the books, records and assets of each and every
description of such bank and shall be authorized to take such action as may be necessary to
conserve the assets of such bank, pending the further disposition of its business as provided
by law, to operate or supervise the continued operation or reorganization of such bank, or
to supervise the liquidation and cessation of banking activities by the bank. The Board of
Governors may deegate the adminidrator to acquire al rights, title and interest in dl
property, assets and liabilities of such bank and it's branches and shdl, a any time,
discharge them in whole or in part whether they are located within or outside the Sultanate,
such right of discharges includes the right of sde, in whole or in part, or any other smilar
actions pursuant to any directions of the Board of Governors and the bank shall be bound
by and lidble in respect of al actions performed and al documents executed by the



administrator whatsoever in the exercise of such power and authority. The administrator
shdl be liable according to the provisons of Article 22 of this Law.

(e Without prgudice to the provisons of Article 83(d), an administrator
gppointed hereunder shal be authorized to operate or supervise the operation of a bank for
aperiod of not more than one year from the date of action by the Board of Governors under
this Article 83. If the Board of Governors determines, a the concluson of such one year
period, that the bank continues to be subject to the conditions which necessitated the initid
action by the Board of Governors under this Article 83, the administrator appointed
hereunder shall be required to undertake the liquidation of such bank.

® Without prgjudice to the provisons of Article 83(d) if the Board of
Governors determines that the business of a bank shall be terminated and that such assets
shdl be liquidated, the adminigtrator appointed hereunder shal make provison for the
payment of persons protected by this Chapter and the Law Regulating the Bank Deposits
Insurance Scheme and shdl then pay the remainder of the proceeds, if any, to aliquidator or
other adminigtrator, authorized to take possession of and distribute the assets of each and
every description pursuant to the Commercia Companies Law or the applicable law of the
juridiction in which such bank is organized or domiciled, as the case may be. Such person
shdl then become responsible for the liquidation or other digtribution of the assets of the
bank pursuant to the provisions of the Commercia Companies Law or the gpplicable law of
the jurisdiction in which the bank is domiciled or organized, as the case may be.

ARTICLE 84NOTICE TO DEPOSITORSAND CLAIMANTS

In a proceeding for the liquidation of a bank ingtituted by the Board of Governors
under this Chapter, the adminidirator shal st an expiration date for the presentation of dl
clams and proof thereof. He shdl give notice to dl persons shown in the records of the
bank in liquidation as having dams againg such bank not less than 60 days prior to such
expiration date. In addition, the adminigtrator shall cause a notice to al depostors and
persons who may have clams againg the bank in liquidation to be published in each issue of
the Officid Gazette for a period of at least two consecutive months immediately preceding
the expiration date.



ARTICLE 85TRUST AND OTHER FUNDSHELD IN A FIDUCIARY
CAPACITY

When an adminigtrator is charged with the supervision or digtribution of assets of a
bank which has been authorized to exercise fiduciary powers under this Title, the
adminigrator shall identify, segregate and hold, as trustee for the benefit of the beneficiaries,
al assets hdd by the bank in a fiduciary cagpacity. The adminigtrator shdl distribute such
asts to the beneficiaries on a schedule without reference to any priorities established by
Article 87 of thisLaw.

ARTICLE 86EXPENSES OF ADMINISTRATION

All expenses of any adminidration of a bank by an adminigrator acting under this
Chapter, including compensation of the adminisirator in such amount as may be st by the
Board of Governors, shdl be paid from the assats of such bank before any digtribution is
made by the adminigtrator pursuant to Article 87 of this Law.

ARTICLE 87PRIORITY OF PAYMENT OF CLAIMS

Except as provided by Articles 85 and 86 of this Law, and any other applicable
law, clams filed and proved to the administrators pursuant to this Chapter shall be paid in
proportion to the assets of the bank in liquidation available to the adminidtrator for such
digtribution on a pro-rated schedule in the following order of priority:

@ Unpaid monthly sdaries within the limit of three months or 1,000 Rids
Omani whichever isless plus the employees clams rdated to other unpaid entitlements.

(b) The following dams by the Bank Deposits Insurance Scheme Fund, as a
guarantor to the deposits.

1 The net amount payable to depositors in accordance with the Law
of Bank Deposits Insurance Scheme.

2) Premiums payable to the Bank Deposits Insurance Scheme Fund;



3) Loans and advances,

4) Any other dues to the Bank Depodts Insurance Scheme Fund

pursuant to the Law.
C) Claims of the Centrd Bank other than those enumerated above.

d) Claims of other creditors of the bank in liquidation including the depositors
rights which are not covered pursuant to the Law of Bank Deposits Insurance Scheme.

ARTICLE 88TERMINATION OF SUSPENSION

Notwithstanding any of the provisions of this Chapter to the contrary, the Board of
Governors, upon recommendations of an administrator appointed hereunder, shall have the
authority to terminate the suspension of a bank under this Chapter and to authorize the
reopening of the bank in such manner and form as the Board of Governors may determine

to be fiscally sound and otherwise appropriate.

ARTICLE 89DUTY OF CARE AND BONDING OF ADMINISTRATOR

An adminigtrator gppointed under this Chapter shal be subject to the provisons of
Title Two of this Law, as such provisons relate to liabilities, powers, duties and
confidentiaity of dedings of employees and other officids of the Centrd Bank. The
adminigtrator shal be bonded at the expense of the Centrad Bank in such amount and in such

manner as may be determined by the Board of Governors.

TITLE FIVE: BANK DEPOSITSAND COLLECTIONS

CHAPTER ONE:  GENERAL PROVISIONS

ARTICLE 90 PURPOSE

The purpose of this Title is to establish and define the following:

@ The rules related to the processing of checks, drafts, and any instruments or
items recognized within the banking system, including their deposit, collection and payment;

(b) The rights, ligbilities and duties of persons participating in the processng,
callecting and payment of checks and other drafts, including, but not limited to, banks within



and outside the Sultanate, depositors within those banks and commercial and other business

enterprises which utilize the processing; and

(© The procedures for the collecting and depository functions to be performed
by licensed banks.

ARTICLE 91 STANDARD OF CARE: EFFECT OF VARIATION BY
AGREEMENT BETWEEN PARTIES

@ Provisons of this Title as they affect persons obligated under this Law may
be varied by agreement between such persons, provided, however, that no agreement may
disclam abank’ s respongbility for its own lack of good faith; may excuse a bank’ sfailureto
exercise the ordinary care of a prudent business person charged with smilar responsbilities;
or may limit the measure of damages for such lack of good faith or fallure to exercise such

care.

(b) Persons entering into agreements provided for by the Article 91(a) of this
Law, may specify in such agreements the law to be gpplied in an action arisng under the
agreement, including the choice of law rules to be gpplied in any such action, provided,
however, that any action involving a domestic bank, or a transaction occurring within the
Sultanate and affecting the rights or ligbilities of an Omani nationd, notwithstanding any
agreement to the contrary, shal be within the jurisdiction of the Commercid Court, or any

successor there to.

(© In interpreting and applying provisons of this Article 91, the measure of
damages for a failure to exercise ordinary care in handling an item or ingrument shal be
limited to the amount of the item or instrument reduced by the amount, if any, which could
not have been redlized had ordinary care been exercised in the handling of the item or
insrument. Whereit is shown that the bank acted in bad faith, the measure of damages may
aso include other damages, if any, suffered by the clamant as a proximate consequence of
such failure, provided, however, that this Article 91(c) shdl not limit or otherwise affect the
rights of a person to damages for wrongful dishonor by a payor bank pursuant to Article
110 of thisLaw.

67



CLE 92

(d) Notwithstanding the provisons of this Article 91, the liability of any bank for
action or non-action with respect to an item handled by it for the purposes of presentment,
payment or collection, shall be governed by the law of the place where the bank is located.
In the case of action or non-action by or a a branch or separate office of a bank, liability
shdl be governed by the law of the place where the branch or separate office is located,
including, but not limited to, alicensed foreign bank or a branch or subsidiary thereof.

SIGNATURE REQUIREMENTS AND PRESUMPTIONS

RELATING TO SSGNATURES

@ A personisnot liable on an instrument unless his Sgnature gppears thereon.

(b) A person who Sgns a name which is not his own shal be liable as if he had

dgned in hisown name.

(©0 A dgnature is made by the use of any name upon an ingrument including a
trade or assumed name or by use of aword or mark in lieu of awritten signature, provided,
however, that when a mark is used in lieu of a written signature, t shal be made and
authenticated in such manner as may be prescribed by regulations of the Central Bank.

(d)  Unlessthe instrument clearly indicates that a Sgnature is made in some other
capacity it is an endorsement of such instrument.

(e) adggnature may be made by an agent or other representative of the maker of
the ingrument. Authority to make the sgnature may be established under the laws of
another jurisdiction when such laws are properly applicable to the transaction.

()  An authorized representative who Sgns his own name to an insrument shall
be persondly obligated if the instrument neither names the person represented nor shows
that the representative signed in a representative capacity. Except as otherwise established
between the immediate parties to the instrument, the authorized representative is persondly
obligated if the ingrument names the person represented but does not show that the
representative signed in a representative capacity or if the instrument does not name the
person represented but does show that the representative signed in a representative

capacity.



(9  Except as otherwise established, the name of an organization preceded or
followed by the name of an authorized representative is a Sgnature made in a representative

capacity.
(hy  Any unauthorized dgnature, including a forgery or other illegd sgnature, is
inoperative as that of the person whose name it purports to sign unless that person ratifies

the sgnature or through his own negligence is precluded from denying to a third party
seeking to enforce the instrument that the Sgnature is genuine.

0] Notwithstanding the provisions of Article 100(c) of this law, an unauthorized
sgnature, including a forgery or other illegad sgnature, will operate as the signature of the
person who affixed such unauthorized signature to an instrument as to any third person who
in good faith pays the ingrument, takes it for vaue or otherwise qudifies as a protected
holder.

()  Any unauthorized Sgnature, incdluding a forgery or other illegal Sgnature, may
be ratified for dl purposes of this Title, provided, however, that such ratification does not of
itsdf affect any right which the person ratifying the sgnature may have againg the actud

sgner.

(k) Each dgnature on an instrument is presumed to be effective, provided,
however, that when the effectiveness of a signature is put in issue the burden of establishing
its effectiveness shdl be on the party seeking to clam under the Sgnature in issue.

()] When dgnatures are admitted or established by proof, production of the
ingrument will entitle a holder to recover on the insrument unless the defendant establishes a
defense effective under this Law.

ARTICLE 93 ENFORCEABILITY OF INSTRUMENTSPAYABLE
WITH WORDS OF DESCRIPTION TO TWO OR
MORE PERSONS

a) An ingrument which is payable to the order of two or more persons shdl be
payable to any one of them if it is made payable to them in the dternative, and may be
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negotiated discharged or enforced by any one of the persons who has possession of the
ingtrument.

b)  Aninstrument which is payable to the order of two or more persons which is
not payable in the dternative, shdl be payable to dl of them and may be negotiated,
discharged or enforced only by al of them acting together.

ARTICLE 94 STATUS OF SEPARATE OFFICES OR BRANCHES OF
BANKSON COMPUTING TIME

@ A branch bank office, branch agency, additiond office or any other branch
place of business of a domestic or foreign bank within or outside the Sultanate shdl be
consdered a separate bank for the purposes of computing the time within which and the
place to or a which action is to be taken or orders are to be given pursuant to the

requirements of this Title.

(b) In processing items, proving baances and making necessary entries on its
books, a bank as defined in Article 94(a) of this Law, may set atime of 12:00 A.M. or such
other later time as may be provided by regulations of the Centrd Bank as the fina time for
the handling of money and items and for making entries on its books and, any item or
deposit of money recelved on any day after such cut-off hour or after the close of the
banking day may be treated as having been received at the commencement of the next
banking day.

CHAPTER TWO: COLLECTIONOFITEMS

PART A - DEPOSITING AND COLLECTING BANKS

ARTICLE 95 AGENCY STATUS

@ A bank is an agent or sub-agent of the owner of the item. Until settlement
of such item becomes find, any settlement given for the item shdl be provisond. The
agency relaionship gpplies and shdl exist regardless of the form of endorsement or lack of
endorsement on an item, regardless of whether or not credit given for the item is subject to
immediate withdrawa as of right and regardiess of whether or not a credit is in fact

withdrawn, provided, however, that the ownership of an item and any rights of such owner
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to the proceeds of an item shall be subject to the rights of a collecting bank under this Law,
including, but not limited to, those rights resulting from outstanding advances which have
been made on the item and those rights resulting from setoff.

(b) If an item is endorsed with words “pay any bank” or words of smilar
import, only a bank may become a holder of such item until the item has been returned to
the customer initiating collection or until the item has been specidly endorsed by a bank to a

person who is not a bank.

(© Subject to the provisons of this Law concerning the enforceability and
impact of redtrictive endorsements, only the immediate transferor shdl have authority to give
ingructions affecting the bank or condtituting notice to such bank. A collecting bank may
not be held liable to prior persons for any actions it takes pursuant to such ingructions from
its transferor.

ARTICLE 96 RESPONSIBILITIESOF A COLLECTING BANK

@ A collecting bank, subject to the standards of good faith and care set forth
in Article 91 of this Law, must exercise good faith and, in addition, must use ordinary carein
taking the following actions.

Q) Presenting an item or sending such item for presentment, provided,
however, that a bank shal not be ligble for the insolvency, neglect, mistake or default of
another bank or person or for any loss or destruction of an item while in trangt during the

collection process or while the item is in the possession of other banks or persons;

2 Sending notice of dishonor or norn-payment or returning an item,
after it learns that the item has not been paid or accepted, provided, however, that a
documentary draft need not be returned to its transferor;
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©)] Settling an item when a bank receives find settlement after making

any protest necessary on the item; and

4 Sending notice, within a reasonable time &fter discovery thereof, to
its immediate trandferor of any loss or dday which has occurred during the trangit of the

item.

(b) A collecting bank shdl be deemed to have taken proper action if it acts
before the termination of the payment deadline immediately following the receipt of the item,
notice or paymern.

ARTICLE 97 ESTABLISHMENT OF METHODS FOR SENDING AND
PRESENTING

@ The Centrd Bank shdl promulgate regulations hereunder which establish the
generd standards applicable to the sending and presenting of items and which prescribe or
proscribe methods and procedures for the transmittance and presentation of items by
collecting banks, provided, however, that any regulations shdl alow a collecting bank to
send any item directly to a paying bank or to tranamit any item to a non-bank payor where
such trandfer has been authorized by the bank’s immediate transferor or by the rules,
regulations or procedures of an edablished banking community within or outsde the
Sultanate provided, however, that such rules, regulations or procedures shdl have been
approved by the Board of Governors.

(b) An item is duly presented for acceptance if it is presented in accordance
with the fallowing:

Q) An item drawn upon two or more drawees may be presented to any

one of them unless the item Sates otherwise:

2 Where the drawee is dead, presentment may be made to the person
or authority who is entitled to administer the estate of the deceased drawee under the
goplicable law of the Sultanate or of the jurisdiction in which presentment is made:
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©)] When the drawee is in the course of insolvency proceedings,
presentment may be made to a person who is authorized to act in the place of the drawee

under the gpplicable law of the Sultanate or the jurisdiction of such insolvency proceedings.

ARTICLE 98 RIGHT OF BANKSTO SUPPLY MISSING
ENDORSEMENTS

a A depository bank, taking an item for collection, is authorized to supply any
endorsement of the customer necessary to perfect the title to the item, unless the item
contains words indicating that the payee' s endorsement is required. A statement by the
depository bank on the item indicating thet it has been deposited by a customer or credited
to his account shall be effective as the endorsement of such customer.

b) An intermediary bank and a payor bank, which are not also depository
banks for the item, may ignore redtrictive endorsements added to an item by any person
other than ther immediate transferor. A depository bank must give full effect to any

redtrictive endorsament on the instrument at the time it recavesit.

ARTICLE 99 PRESUMPTIONSRELATED TO SUCCESSIVE
ENDORSEMENTS

When an instrument being negotiated contains two or more endorsements there is a
presumption, unless the contrary is established by the facts of the transaction, that each
endorsement was made in the order in which it gppears on the instrument, provided,
however, that the endorsers will be held liable to one another in the order in which the
instrument was in fact endorsed.

ARTICLE 100 WARRANTIESMADE BY A CUSTOMER AND
COLLECTING BANK DURING THE TRANSFER OR
PRESENTMENT OF ITEMS

@ Every customer or collecting bank who obtains payment or acceptance of
an item, each prior customer and each prior collecting bank shall warrant to the payor bank
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or to any other payor, who in good faith has paid or accepts the item, that such customer or
collecting bank has good title to the item or is authorized to obtain payment or acceptance
as agent on behaf of a person who has good title to the item. Each customer or collecting
bank aso shdl warrant that he has no knowledge that the signature of the maker or drawer
is unauthorized, except that, as provided in this Title, such warranty shdl not be given to a
maker or drawer with respect to his signature or to any acceptor of an item by any customer
or collecting bank that is a protected holder and acts in good faith if such protected holder
takes the item without knowledge that the drawer's sgnature is unauthorized. Each
customer or collecting bank that obtains payment or acceptance of an item aso shal warrant
that the item has not been materidly dtered, except that such warranty may not be given by
any customer or collecting bank that is a protected holder and acts in good faith to the
maker of a note, to the drawer of a draft, to the acceptor of an item who is a protected
holder, when the dteration was made prior to acceptance or to the acceptor of an item

where the dteration was made after acceptance.

(b) Every customer or collecting bank which trandfers an item and
receives a settlement for it shal warrant to its trandferee and to any subsequent collecting
bank which takes the item in good faith that such customer or collecting bank has a good
title to the item or is authorized to obtain payment or acceptance on behdf of a person who
has a good title, that the trandfer is otherwise proper, that al sgnatures on the item are
authorized, that the item has not been materiadly dtered, that there is no defense of any party
againg the customer or collecting bank which is effective on the item and that such customer
or collecting bank has no knowledge of any insolvency proceedings being indtituted within or
outside the Sultanate with respect to the maker, acceptor or drawer of an item which item
later may be unaccepted. Every customer or collecting bank transferring an item pursuant to
this provison and subsequently recelving a settlement on the item aso shdl engage, upon
dishonor and any necessary notice of protest when such protest is required for items drawn
on banks outside the Sultanate, that such customer or collecting bank will accept the item.

(© The warranties required in Article 100(a) and (b) of this Law and the
promise to honor as set forth in Article 100(b) of this Law are effective notwithstanding the

fact tha an endorsement, words of guarantee or warranty, ether in the transfer or
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presentment, are absent on the item. A collecting bank remains ligble for the falure to
comply with requirements of Articles 100(a) and (b) of this Law, even if such collecting

bank has made a remittance to its immediate transferor.

(d) The measure of damages for falure to comply with requirements of this
Article 101 shdl not be in excess of any amounts paid and received by the customer or
collecting bank, together with any additiona charges and expenses related to the item and
proved by the claimant.
ARTICLE 101 SECURITY INTEREST OF A BANK

@ A bank shdl have a security interest under this Law, or under the gpplicable
law agreed to pursuant to Article 91 of this Law, in any item or documents accompanying
such item to the extent that credit or advances have been given for the item, that amounts
have been withdrawn from any account to which the item has been deposited or credited or
that any credit has been given where such credit is avalable for withdrawd as of right,
whether or not such credit has been drawn upon and whether or not the customer has aright
of charge-back.

(b) When credit has been given for severd items received for the account or
accounts of a particular party pursuant to a sngle agreement or on the same banking day,
and such credit is withdrawn or gpplied in part, the security interest shal be effective upon
al the items received for the account or accounts of a particular party pursuant to asingle

agreement or on asingle banking day to the extent of such security interests.

(© When a collecting bank receives a find settlement for an item, such find
settlement shdl conditute a repayment of the security interest of the item or any
accompanying document. If the collecting bank does not receive a find settlement
condituting payment of the security interest, the bank shal continue to have a security
interest in the item according to the gpplicable laws of the Sultanate or of the jurisdiction
agreed to by the parties pursuant to Article 91 of this Law.

ARTICLE 102 APPROVED REMITTANCESAND EFFECTIVENESS
OF PROVISIONAL AND FINAL SETTLEMENTSIN
REMITTANCE TRANSFERS
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@ A callecting bank may accept the following in settlement of an item:

Q) A check of the remitting bank or of another bank on any bank
except the remitting bank;

2 A cashier’s check or amilar primary obligation of a remitting bank
when such bank is a member of or clears through a member of the same clearinghouse as

the collecting bank;

3 Appropriate authority to charge an account of the remitting bank or
of another bank with the collecting bank;

4) A cashier's check, certified check or other bank check or
obligation, if the item is drawn upon or payable by a person other than a bank; or

(5) Cash, an obligation, authority or other document approved by
regulations of the Centrd Bank and used and recognized by commercid banking authorities
within or outside the Sultanate.

(b) If, before its payment deedline, the collecting bank properly dishonors a
remittance check or authorization to charge on itsdf or presents or forwards for collection a
remittance instrument of or on another bank which is of a kind approved by Article 102 (a)
of this Law or which has not been authorized by it, the collecting bank is not liable to prior
parties in the event of the dishonor of such check, instrument or authorization.

(© A odtlement for an item by means of a remittance insrument or
authorization to charge is or becomes afind settlement as to both the person making and the

person receiving the settlement at the time of receipt of such remittance, check or obligation:

Q) If the remittance indrument or authorization to charge is of a kind
approved by Article 102(a) of this Law or has not been authorized by the person receiving
the settlement and in either case the person receiving the settlement acts seasonably before
its payment deadline in presenting, forwarding for collection or paying the instrument or
authorization.

2 If the person receiving the settlement has authorized remittance by a
non-bank check or obligation, by a cashier’s check or smilar primary obligation or by a
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check upon the payor or other remitting bank which is not of a kind gpproved by Article
102(a)(2) of this Law.

(d) In a case not covered by Article 102(c) of this Law, a settlement for an item
by means of a remittance insrument or authorization to charge is or becomes a find
Settlement as to both the person making and the person receiving the settlement if the person
receiving the settlement fails to seasonably present, forward for collection, pay or return a
remittance ingrument or authorization to the person making the settlement for proper
charging before the payment deadline of the person receiving the settlement.

ARTICLE 103 RIGHT OF CHARGE-BACK AND REFUND

@ If acollecting bank has made a provisona settlement with a customer for an
item and such collecting bank fails to recelve a sdttlement for the item by reason of a
dishonor, a suspension of payment by a bank or otherwise, and the provisiond settlement is
or becomesfind, the bank may revoke the settlement given by it, charge back the amount of
any credit which has aready been given for the item to the account of its customer or obtain
a refund from its cusomer. The bank shdl have a right to make such charge-back or to
obtain such refund even if it was unable to return the item, provided, however, that by its
payment deadline or within a Smilar reasonable period of time after it learns of the facts it
returns the item or sends notification of the facts to the customer. Such right of charge-back
or refund shdl terminate as soon as a settlement received by the bank for an item is or
becomes find, but if a bank has faled to recaive such find settlement, the right of charge-
back or refund must be exercised promptly.

(b) An intermediary or payor bank may return an unpaid item directly to the
depository bank and may send for collection a draft on the depository bank to obtain
reimbursement, provided, however, that such return is made within the time and manner
prescribed by this Article 103 and Article 106 of this Law. If the depository bank has
dready received a provisond settlement for the item, it must remburse the bank drawing
the draft and any provisond credits for the item between banks shdl become and shal

remain find.



(© A depogitory bank which is dso the payor bank is authorized to charge
back the amount of an item to its own custome’s account or to obtain a refund in

accordance with Article 106 of this Law.

(d) A depogitory bank may exercise its right of charge-back under this Article
103 notwithstanding the fact that there has been a prior use of the credit given for the item,
that the bank has not met its good faith obligation under Article 91(a) of this Law and that
the bank has been negligent, provided, however, that a charge-back does not relieve the
bank from any liability for failure to exercise ordinary care in handling an item. Damages for
any fallure to exercise ordinary care shdl be governed by Article 91(c) of this Law.

(e When acredit isgiven in Rias Omani but such item was payable in aforeign
currency, the amount of any charge-back or refund shal be cdculaed on the basis of the
parity rate for the foreign currency which prevailed on the day when the person entitled to
the charge-back or refund first learned that he would not receive payment.

ARTICLE 104 REQUIREMENTSFOR FINAL PAYMENT, FINAL
DEBITSAND CREDITSAND WITHDRAWAL OF
CREDITS

@ An item shdl befindly pad by apayor bank when the first of any one of the

following occurs:
Q) The payor bank has paid the item in cash;

2 The payor bank has sdtled for the item and, in making such
settlement, has no reservation of right to revoke the settlement;

3 The payor bank has completed the process of posting the item to

the account of the drawer, maker or other person to be charged with the item; or
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4) The payor bank has made a provisona settlement for the item and
failed to revoke the settlement as such right to revoke is permitted by this Law.

(b) Find payment under Article 104(a) of this Law shdl be effective where
payment is made by a remittance draft.

(© When provisond settlement for an item between the presenting and payor
banksis effected to the Centrd Bank acting as a clearing house, through some other clearing
house or by debits and credits in an account held between such presenting and payor banks,
such provisond settlements shal become find within the presenting and at the successive
prior collecting banks in the order of such collection upon the find payment of the item by
the payor bank.

(d) When acollecting bank receives a settlement for an item, which settlement is
or becomes find, the collecting bank is accountable to its cusomer in the amount of the
item. Any provisond credit given for the item in the account of a customer at such bank
shdl becomefind.

(e Credit by abank for an item in the account held by a customer in such bank
is made available for withdrawd as of right when a previoudy made provisond settlement
becomes find or, in the case where the bank is both a depository bank and payor bank,
upon the opening of the bank on the second banking day following receipt of the item as
findly pad.

® Any depogt of money in the bank becomes find when made, provided,
however, that a bank may first apply the depost to any obligation of the customer to the
bank and the deposit or any baance thereof shdl become available for withdrawal as of
right when the bank opens on the first banking day following receipt of the deposit.

()} Each branch office of alicensed bank shall be deemed a separate bank for
purposes of Article 104 (e) and (f) of this Law.

ARTICLE 105 ORDER OF PAYMENT AND PREFERENCE ON
INSOLVENCY OF A BANK
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@ If a payor or collecting bank suspends payment, any item which is then in
the possesson of such bank or which comes into the possession of such bank shal be
returned to the presenting bank or to the customer of the insolvent bank if such item has not
dready been findly paid.

(b) If a payor bank makes find payment on an item and suspends its payments
without making a find settlement for the item with the cusomer of tha bank or the
presenting bank, and such provisiona settlement is or becomes find, the owner of the items
shdl have a clam which shdl be preferred above any clam of the payor bank on such item.

(© If a payor bank gives a provisond settlement for an item or a collecting
bank gives or receives a provisond settlement for an item, and subsequently suspends
payment on such item, the suspenson shdl not prevent or interfere with the settlement
becoming find, if such find settlement has aready occurred autometicaly pursuant to the
provisons of Article 102 or 104 of this Law.

PART B - PAYOR BANK

ARTICLE 106 LEGAL EFFECT AND RESPONSIBILITY FOR
DEFERRED POSTING OR DELAYED RETURN

@ A payor bank may revoke a seitlement it has made on ademand item which
is not a documentary draft when such item is received by the payor bank otherwise than for
immediate cash payment. The payor bank may recover any payment or credit it has made,
provided, however, that it has not made fina payment pursuant to Article 104(a) of thisLaw
and that before its payment deadline, the payor bank returns the item or sends written notice
of dishonor or nonpayment to the intermediary, depository or collecting bank.

(b) When ademand item isrecelved by apayor bank for credit, the payor bank
may return the item or send notice of dishonor, revoke any credit given by it and recover the
amount withdrawn on the item by a customer, provided, however, that there has been no
find payment under the provisons of Article 104(a) of this Law and that the bank takes
such action before its payment deadline.

(© An item shdl be dishonored when such itemis returned or notice concerning

such item is sent pursuant to provisons of this Article 106, unless a previous notice of



dishonor has dready been sent. An item shdl be consdered returned when it is delivered
by the Central Bank acting as clearing house to the presenting or fina collecting bank.

(d) When a payor bank has failed to act within the time limits provided by
Article 106(a) and (b) of this Law, the payor bank shal be accountable for the amount of
any demand item other than a documentary draft or any other properly payable item,
provided, however, that this provison shdl not limit or otherwise affect the provisions of
Article 100 of thisLaw.

ARTICLE 107 TERMINATION OF RIGHT TO SUSPEND OR REVOKE
PAYMENT

Notwithstanding any provisions of this Law to the contrary, a payor bank may not
suspend payment of an item or charge a customer’s account for an item if such bank has
dready accepted or certified the item, paid the item in cash, settled for the item without
reserving the right to revoke, completed the process of pogting the item, evidenced its
decison to pay an item or become accountable by late return of such item under the
provisons of this Article 107 or Article 106 of this Law, provided, however, that a bank
may determine the order in which items shdl be accepted, paid, certified or charged to the

subject account of the customer.

ARTICLE 108 RIGHTSAND OBLIGATIONSRELATED TO
INTERNATIONAL SIGHT DRAFT

@ Unless otherwise agreed, when a bank receives from another bank a letter
of advice of an internationd dght draft, the drawee bank may immediady debit the
drawer’s account and stop the running of interest pro tanto. Such a debit or any resulting
credit to any account covering outstanding drafts leaves in the drawer full power to stop
payment or otherwise dispose of the amount and creates no trust or interest in favor of the
holder.
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(b) Unless otherwise agreed and except where a draft is drawn under a credit
issued by the drawee, the drawee of an internationd sight draft owes the drawer no duty to
pay an unadvised draft, but if it does so and the draft is genuine, he may appropriately debit

the drawer’ s account.

PART C - LIABILITY OF PAYOR BANK TO ITSCUSTOMER

ARTICLE 109 RIGHT OF BANK TO CHARGE A CUSTOMER'’S
ACCOUNT

@ A bank may charge a customer’s account for any item which is otherwise
properly payable from that account, even though the charge may create an overdraft.

(b) A bank which in good faith makes payment to a holder may charge the
indicated account of its customer according to the origind tenor of an dtered item or the
tenor of a completed item, even though the bank has knowledge that the item has been
completed, unless the bank has actua notice that any such completion was improper.

ARTICLE 110 LIABILITY OF ABANK TO A CUSTOMER FOR
WRONGFUL DISHONOR

The payor bank shal be liable to its customer for al damages actudly caused by any
wrongful dishonor of an item, provided, however, that when the dishonor occurs through
mere midake of the bank, liability of such bank shdl be limited to the actud damages
proved by the customer daming on the item.

ARTICLE 111 RIGHT OF A CUSTOMER TO STOP PAYMENT

@ A customer may stop payment on any item payable from his account by
delivering to his bank an order received by the bank a such time and in such manner as shdll
afford the bank a reasonable opportunity to act on the stop order before the bank has taken
any action with respect to theitem under Article 105 of this Law.

(b) An ora stop order, if accepted by a bank, shdl bind a bank for ten banking
days unless the order is confirmed in writing within such period and any such written order
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shdl be effective for sx months unless a renewd in writing is delivered to the bank before
the expiration of such sx-month period.

(© If abank pays an item on which an effective stop order exigts, the bank shall
be liable for the amount of the item and any resulting damages to the customer, but the
customer shal have the burden of proving the actuad damages suffered.

ARTICLE 112 LIABILITY OF A BANK IN RELATION TO CERTIFIED
CHECKS

When a holder procures a certification, the drawer and dl prior endorsers are
discharged and the certifying bank becomes primarily liable on the check. However, unless
otherwise agreed to by contract, a bank has no obligation to certify a check. A bank may
certify a check before returning it for lack of a proper endorsement and, if the bank so
certifies the check, the drawer is discharged.

ARTICLE 113 OBLIGATION TO PAY OUT-OF-DATE CHECKS

The payor bank shal be under no obligation to a customer having a checking
account with it to pay any check, other than a certified check, which is presented to such
bank more than six months after its date of issue, provided, however, that such bank may
charge a customer’s account for a payment made after sx months when such payment was

in good faith and did not violate any ingtructions from the customer.

ARTICLE 114 OBLIGATION OF BANK TO PAY SUBSEQUENT TO
DEATH OR INCOMPETENCE OF CUSTOMER

The authority of the payor or collecting bank to accept, pay or collect anitem, when
such authority is effective under this Law, shdl not be rendered ineffective because of the
menta incompetence or the death of the customer, provided, however, that if the bank has
actud knowledge that a customer has been adjudged incompetent by a court of competent
jurisdiction the bank shdl not pay the item or if abank has actua knowledge of the death of



a customer, the bank shdl not pay an item drawn subsequent to the deeth of such customer

or presented to it for payment more than five days after the death of such customer.

ARTICLE 115 DUTY OF A CUSTOMER TO DISCOVER AND REPORT
UNAUTHORIZED SIGNATURES OR ALTERATIONS
OF ITEMS

@ A customer has a duty to exercise reasonable care and promptness in
examining any statements received by him or hed for him to discover any unauthorized
sgnature or dterations of an item, whether such customer receives statement of account
from his bank or instructs the bank to hold or otherwise tregt the statement and the bank

follows itsinstructions.

(b) Upon such discovery, a customer shdl notify the bank of any dteration or
unauthorized sgnature and, if such natification is recaived within ten days of the ddivery of
the statement to the customer, the bank shall have aright to charge back the item under this
Law. If such noticeis not ddivered to the bank within 30 days, the account of the customer
shall be charged and the risk of loss shdl be on the customer.

ARTICLE 116 RIGHT OF PAYOR BANK TO SUBROGATION
SUBSEQUENT TO ANY IMPROPER PAYMENTS

When a payor bank has paid an item over a sop payment order of the drawer or
maker or has paid an item under other circumstances which give rise to an objection by the
drawer or maker, to prevent unjust enrichment and to the extent necessary to prevent lossto
the bank by reason of its payment of the item, the payor bank shal be subrogated to the
rights of any one or more of the following:

@ Any protected holder of the item according to such protected holder’ s rights

againgt the drawer or maker;

(b) The payee or any other holder of the item according to the rights of such
payee or other holder againgt the drawer or maker ether of the item or with respect to the
transaction out of which the item arose; and



(© The drawer or maker according to the rights of such drawer or maker
againg a payee or any other holder of the item with respect to the transaction out of which

theitem arose.

PART D - COLLECTION OF DOCUMENTARY DRAFTS

ARTICLE 117 PROCESSING DOCUMENTARY DRAFTS

@ A bank whichtakes a documentary draft for collection must present or send
the draft and accompanying documents for presentment and, upon learning that the draft has
not been paid or accepted in due course, must seasonably notify its customer of such fact
even though it may have discounted or bought the draft or extended credit which was
available for withdrawa as of right.

(b) When a draft or the rdlevant ingtructions require presentment “on arriva”,
“when goods arrive’ or the like, the collecting bank need not present the draft until, in its
judgment, a reasonable time for arriva of the goods has expired. Refusal to pay or accept
because the goods have not arrived is not dishonor but the bank must notify its transferor of
such refusa and need not present the draft again until it isinstructed to do so or learns of the
ariva of the goods.

(© Unless otherwise ingtructed, a bank presenting a documentary draft must
ddiver the documents to the drawee on acceptance of the draft if it is payable more than
three days after presentment and if payable less than three days after presentment, only upon
payment.

(d) A presenting bank is under no obligation with respect to goods represented
by the documents accompanying a documentary draft except to follow any reasonable
ingtructions seasonably recelved. It shdl have rights to rembursement for any expense
incurred in following ingtructions and to prepayment of or indemnity for such expenses.

(e A presenting bank which, following the dishonor of adocumentary draft, has
seasonably requested ingtructions but does not receive them within a reasonable time may
dore, sl or otherwise ded with the goods in any reasonable manner and have a lien upon
the goods.



CHAPTER THREE: TIME DEPOSITS

ARTICLE 118 RESTRICTIONSON PAYMENTSOF TIME DEPOSITS

@ A licensed bank authorized to accept time deposits, pursuant to regulations
of the Centrd Bank, shdl provide to a depositor evidence of his ownership of any time
deposit made with the bank.

(b) A bank shdl not pay and a depostor, his assgnee or anyone claming
through a depositor shdl not be entitled to receive any dividend or interest on atime depost
or portion of atime deposit, unless the prescribed evidence of ownership of the depositor is
produced and the proper entry has been made at the time of payment, subject, however, to
such exceptions or additiond requirements as may be prescribed by regulations of the
Centra Bank.

(© A bank shdl bear the full risk of any actual loss suffered by a depositor on
account of the wrongful payment by the bank under Article 118(b) of thisLaw. A depositor
may be required, by contract with the bank, to give notice of any theft or loss of evidence of
ownership of a time depost within a reasonable time after the depositor has actud or
congructive knowledge of such loss or theft. In any cdam under this provison, the
depositor shal have the burden of proving his actud damages and shdl have acdam only to
the extent of such actual damages.

ARTICLE 119 RIGHT TOHOLD TIME DEPOSITS

Notwithstanding any other law of the Sultanate or of the jurisdiction in which a bank
isdomiciled or organized to the contrary, aminor or other person lacking lega capacity shall
have aright to make such time deposits as a licensed bank shall be authorized to accept and
shal have capacity to enter into any contracts related to such deposits in such manner and
subject to such conditions on withdrawal as the bank may be authorized to require pursuant
to regulations of the Centrd Bank.

ARTICLE 120 INTEREST AND DIVIDENDSON TIME DEPOSITS




Interest or dividends payable to a depostor on time deposits shal be as provided
for by contract between the bank and depositor pursuant to any restrictions or conditions
thereon prescribed by regulations of the Central Bank.
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