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stability 
ABCIB operates throughout Europe, the MENA region, in Russia and Turkey. The 
diversity of our business and our long experience and knowledge in our core 
markets gives us exceptional strength and stability. 
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To be the MENA Bank of choice for European Clients.
ABC International Bank Plc (ABCIB ) had  a strong operating performance this year 
which bore testimony to the success of its mission.

ABCIB was established in 1991 as a wholly-owned UK subsidiary of Bahrain-based 
Arab Banking Corporation (ABC).

Today, as then, the principal thrust of ABCIB’s strategy is to enhance the ABC Group’s 
international reach and allow it to better serve its clients with a view to increasing the 
flows of trade and investments between Europe and the Middle East and North Africa 
(MENA region). 

ABCIB’s core business comprises trade and commodity finance, project, export and 
structured finance, Islamic financial services and treasury services.

ABCIB’s aim is to provide its clients with distinctive products and services, creative 
solutions and operational excellence.

mission
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stability
ABCIB is an internationally-focused European bank, playing a 
key role in the global network of Arab Banking Corporation. 

One Group, One Bank 
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With a robust financial base and an expansive network in the Arab world 
and major international financial centres, Arab Banking Corporation 
creates universal banking solutions across the Middle East and North 
Africa. From Bahrain to London, New York to Moscow, Algiers to Amman 
and Sao Paolo to Singapore, you will find us there.

partnership

ABC Bank - Jordan believes in commitment and creating 
lasting bonds with its customers and clients, because by 
working together almost all expectations are attainable and 
often surpassed. 

ABC Bank – Egypt has more than weathered the recent 
financial turmoil, proving to be a pillar of reliability in an 
ever-changing world where economic flexibility is key.

ABC Bank – Tunisie has become acknowledged as one 
of the country’s most respected financial institutions, a 
reputation it is justly proud of in today’s volatile market.

ABC Bank – Algeria is committed to providing a whole
spectrum of retail banking products that more than satisfy 
their customers needs and create a bond of trust.

- Jordan

- Egypt

- Tunisie

- Algeria

strength and 
resilience

Arab Banking Corporation’s strength is as a single, united 
force, operating as a major financial institution across the 
world’s markets. Respected, strategic and always globally 
connected yet still in possession of all-important local insights.

diversity

ABC Group network includes:

ABC Islamic Bank recognizes the advantages of exploring 
different markets and the potential of new investment 
opportunities in the increasingly sophisticated world of Islamic 
Banking and related Shari’a compliant financial services.



“ABCIB enjoyed a remarkably 
successful year in terms of 
revenue and profitability, which
underlines the strong business 
model of the bank and its 
important place in Europe for 
MENA related banking activity.”

Hassan Juma
Chairman
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Directors’ Report

The economic and business environment for all banks was volatile and difficult in 2011. At the start of the year, 
there was concern over the global slowing of economic activity, which was more pronounced in the Eu and the uSA, 
together with the increasing Eurozone debt crisis. Businesses and consumers in developed world markets remained 
under financial pressure and, at the macro level, it was clearly a year that would create challenges for bankers in 
achieving growth. All of those issues grew in severity as the year progressed.

Over and above the general economic malaise, we saw specific regional problems. With the New Year hardly begun, 
we witnessed the unfolding of the political and social upheaval in the Middle East and North Africa (“MENA”) region 
that is the heartland of the business of ABC International Bank plc (“ABCIB”). This turmoil in the region created 
significant additional business and regulatory challenges for all banks active in the Arab World. The events in Libya 
were of particular relevance to ABCIB, given the majority shareholding of the Central Bank of Libya in ABCIB’s parent 
bank, Arab Banking Corporation (B.S.C.) (“ABC”).

In last year’s Directors’ Report, which was written just after the start of the uprising in Libya, the bank’s initial response 
to the sanctions regime placed on Libya was explained in full. I am pleased to report that, throughout the period of 
the Libyan uprising, the management of ABCIB acted in full accordance with the sanctions regime and co-operated 
closely with the Financial Services Authority (“FSA”), Her Majesty’s Treasury and European regulators. The professional 
and circumspect approach of ABCIB to compliance with the sanctions ensured that the bank emerged from this 
difficult environment with its reputation, its business and its customer base intact. Indeed, as readers of this report 
and accounts will see, the bank enjoyed a remarkably successful year in terms of revenue and profitability, which 
underlines the strong business model of ABCIB and its important place in Europe for MENA related banking activity. 

The regulatory environment applying to banks globally has continued to evolve in 2011 and ABCIB has met all new 
requirements in full. This will be a continuing trend in 2012 as governments seek to ensure that the banking crisis, 
precipitated by the Lehman Brothers bankruptcy in 2008, is not repeated. The Board of Directors is comfortable that 
the capital adequacy and liquidity position of ABCIB are sound and the asset quality of the bank remains good.

The Directors have full confidence that ABCIB has adequate resources and management skills to pursue its business 
plan successfully in 2012 and beyond. The financial position of ABCIB is good and the risk management infrastructure 
is sound and proven. ABCIB benefits from financial and business support from its parent bank and, by extension, 
also enjoys a very close business relationship with the major shareholders of ABC. Accordingly, the Directors have 
no hesitation in adopting the going concern basis in preparing the annual report and accounts.

On 7th March 2011, Mr. Farhat Bengdara resigned his position as a Director and Chairman of the bank and I was 
appointed to replace him as Chairman. Mr. Abdullah Al-Humaidhi was appointed as Deputy Chairman in my place.  
On behalf of the Directors and the staff of the bank, I wish to record our gratitude to Mr. Bengdara for his valuable 
leadership of the Board since he became Chairman of the bank in February 2002 and for his service as a Director 
since July 2001. 

Full details of the Board of Directors are shown on page 10. In addition to his existing responsibilities, Mr. Al-Humaidhi 
was appointed as a member of the bank’s Audit Committee upon my resignation from that Committee. There were 
no other changes in the memberships of the Board’s Committees. 
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On 4th January 2012, Mr. Nofal Barbar retired as Managing Director and Chief Executive Officer of ABCIB to begin 
a well-deserved retirement. The Board expresses its thanks to Mr. Barbar and appreciation for his work in guiding 
the bank successfully through the past five and a half years. Mr Barbar has been replaced as Chief Executive 
by Mr. William Playle, who has worked at ABCIB since May 2002 and was formerly Deputy Chief Executive Officer 
of the bank, having previously also served as the bank’s Head of Risk Management. Mr Playle will be supported by 
the appointment of two Deputy CEOs, Mr. Alexander Ashton, who was formerly the General Manager of the bank’s 
Paris branch, and Mr. Paul Jennings, who is currently, and will remain, the Group Head of Global Trade Finance for 
ABC Group, in addition to his new duties as Deputy CEO of ABCIB. 

The Directors are also delighted to advise that a former Deputy CEO of the bank, Mr Saddek Elkaber has been appointed 
as the Governor of the Central Bank of Libya by the National Transitional Council. This is a role of major international 
significance and we congratulate Mr. Elkaber on being honoured in this way, and wish him every success in serving 
the Libyan people in this role.

ABCIB Group had 184 permanent employees as at 31st December 2011. I want to thank the staff of the bank for 
their dedication and hard work in a difficult year, and I also thank the Board of Directors and Shareholders for their 
guidance and continued support.

ABCIB did not declare or pay a dividend in 2011 (2010 : nil).  

It is ABCIB’s policy to pay its suppliers within the agreed period from the date of their invoice.  

None of the Directors had an interest in ABCIB shares during 2011, and no option to purchase shares has been 
granted to any Director.

DISCLOSURE OF INFORMATION TO THE AUDITOR
The Directors confirm that:

There is no relevant information of which ABCIB’s auditors are unaware, and they have taken all steps that they 
ought to have taken to make themselves aware of any relevant information, and to establish that the auditor is 
aware of that information.

RE-APPOINTMENT OF AUDITOR
In accordance with Section 489 of the Companies Act 2006, a resolution is to be proposed at the Annual General 
Meeting for the re-appointment of Ernst & Young LLP as auditor of ABCIB.

Hassan A. Juma
Chairman
17th February 2012

The financial position of 
ABCIB is good and the risk 
management infrastructure
is sound and proven.

Mr. Hassan Juma
Chairman
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Board of Directors

Mr. Juma was appointed as Chairman of the Board of Directors 
of ABC International Bank plc on 11th March 2011, prior to 
which he served as a Director from 2001-2008 and as Deputy 
Chairman from 2008-2011. Mr. Juma has been President & 
Chief Executive of Arab Banking Corporation (B.S.C) since 1st 
April 2008. He previously served as Chief Executive Officer of 
National Bank of Bahrain (“NBB”) from 1984 and Managing 
Director of NBB from 1997. He was formerly Chairman of 
Bahrain Telecommunications Company and umniah Mobile 
Company, Jordan and a Director of National Bank of Bahrain. Mr. 
Juma has been a Director of Arab Banking Corporation (B.S.C.) 
since 1994 and is also Chairman of Arab Banking Corporation 
– Egypt (S.A.E.); Chairman of Arab Banking Corporation – 
(Jordan) and Chairman of Arab Financial Services Company 
BSC (c). Mr. Juma has more than 36 years experience in 
Commercial Banking.

Mr. Hassan Ali Juma BRC* # ∞ 

Chairman of the Board

Fellow of the Chartered Institute of

Management Accountants (FCMA), u.K

Mr. Carse was appointed as an Independent Director of ABC 
International Bank plc in 2007 and also serves as Chairman 
of the Audit Committee and a Member of the Board Risk and 
Remuneration Committees. Mr. Carse is also a Non-Executive 
Director of Channel Islands Stock Exchange LBG and CAF Bank 
Limited and formerly served as Deputy Chief Executive of Hong 
Kong Monetary Authority and was the Director General of 
Jersey Financial Services Commission.Mr. Carse has a banking 
career that spans over 40 years.

Mr. David Thomas R. Carse, OBE  AC* BRC RC  ᶨ 

Director

Mr. Al Humaidhi was appointed to ABC International Bank plc 
Board of Directors in 2008 and as Deputy Chairman on 11th 
March 2011. Mr. Al Humaidhi is also Chairman and Managing 
Director of Commercial Facilities Company, Kuwait; Member of 
the Board and the Executive Committee of Kuwait Investment 
Authority and Vice Chairman of the Public Institution for Social 
Security; a Director of the Board of First National Bank S.A.L., 
Lebanon and a Member of the Board of Kuwait Chamber of 
Commerce & Industry. Mr. Al Humaidhi, who has also been 
a Director of ABC (B.S.C) since 2001, has over 25 years 
experience in banking and investment.

Mr. Abdallah Saud Al Humaidhi  AC RC* CAC # ∞  

Deputy Chairman of the Board

Mr. Al Mutairi was appointed as a Director of ABC International 
Bank plc in 2001. Mr. Al Mutairi also serves as Deputy Chairman 
of Arab Banking Corporation (B.S.C) and is a Director of 
Kuwait Investment Authority. His previous offices include First 
Vice Chairman, Kuwait Chamber of Commerce & Industry; 
Minister of Trade and Industry of Kuwait; General Manager 
of Kuwait Investment Company and Chairman of Kuwait 
Clearing Company. Mr. Al Mutairi has more than 36 years of 
commercial and financial industry experience.

Mr. Hilal Mishari Al Mutairi  BRC CAC* # ∞     

Director
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AC Member of the Audit Committee
BRC Member of the Board Risk Committee
RC Member of the Remuneration Committee
CAC Member of the Charitable Appeals Committee
* Chairman of Board Committee
# Non-Executive
$ Executive
ᶨ Independent Director
∞ Non-independent Director

Mr. David Thomas Holden     

Company Secretary

Barrister-at-Law (Lincoln’s Inn) 

Dr. Eid was appointed to the Board of ABC International Bank 
plc. in 2010 as an Independent Director. She is the Founder & 
CEO of Arabia Monitor, a research and advisory firm specialized 
in the MENA region. Formerly, she was Senior Vice President 
and Head of MENA Research at JPMorgan, after which she 
worked for three years on the buy-side. She held posts of 
professor of Finance & Economics at the American university 
of Beirut in the MBA program, and Visiting Professor at 
INSEAD and HEC, Paris.  Dr. Eid also served on the board of the 
American university in Paris, is a Patron of the Contemporary 
Arts Society in London and a member of the Young Presidents 
Organization, Mayfair Chapter.

Dr. Florence Hadi Eid  BRC CAC # ᶨ 
Director

Ph.D, Organisation Economics, 
Massachusetts Inst. of Technology

Mr. Bengdara, former Governor of Central Bank of Libya and 
former Director of Arab Banking Corporation (BSC).

Mr. Farhat Omer Bengdara  # ∞ 
Former Director

Former Chairman of the Board

(Resigned from all offices on 7th March 2011)

Mr. Barbar was appointed as MD and CEO of ABC International 
Bank Plc in 2006. He also served as Director of ABCIB Islamic 
Asset Management Limited, ABCIB Leasing Limited, ABCIB 
IT Services Limited and was a Member of the Charitable 
Appeals Committee. He also serves as Vice Chairman of the 
Arab Bankers Association. Formerly, Mr. Barbar served as 
Executive Vice President and Board Member of uBAF Arab 
American Bank, New York and Executive Vice President and 
Regional Manager of Arab Bank plc, New York. Mr. Barbar 
had a banking career that spanned over 38 years.

Mr. Nofal Shamoun Barbar  CAC $ ∞

Managing Director and Chief Executive 
Officer 

(Retired from all offices 4th January 2012)   

Mr. MacLennan was appointed as Independent Director of 
ABC International Bank plc in 2010. Mr. MacLennan is also the 
Chairman of the Advisory Board, Institute of Risk Standards 
& Qualifications, Chairman of An Teallach Energy Company 
Limited, Vice Chairman and Director of the Eve Appeal Ltd 
and Senior Independent Director of Vocalink Holdings plc.
Mr. MacLennan has had a banking career that spans over 
35 years.

Mr. Angus Gillies Maclennan  AC RC #
 ᶨ  

Director
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HR

Audit Committee

Audit

Treasury

Risk

DCEO
Alexander Ashton

DCEO
Paul Jennings

BOARD OF DIRECTORS

CEO 
William Playle

Trade Finance

Project & 
Structured Finance

Islamic Financial 
Services

Finance

Compliance

Operations

Legal

Administration  & 
Premises

Organisation Chart*

* Organisation chart effective 4th January 2012.
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William Playle | Chief Executive Officer
Associate (Dip. FS) of the Chartered Institute of Financial Services

Mr. Playle was appointed as Chief Executive Officer of ABC International 
Bank plc in January 2012. Previously, he served as Deputy CEO since 
October 2011 and Head of Risk Management since May 2002. Prior 
to joining ABC International Bank, Mr. Playle occupied senior positions 
with Sanwa International plc, as Chief Credit Officer, and Barclays 
Capital, as Director and Head of Credit Risk Management. Mr. Playle 
has extensive Business, Risk and General Management experience 
across various banking sectors that spans over 35 years.

Alexander Ashton | Deputy CEO 
Fellow Chartered Institute for Securities and Investment  

Mr. Ashton joined ABC International Bank plc in 2003 as General Manager 
of Paris Branch. In January 2012, he was appointed as Deputy Chief 
Executive Officer. Mr. Ashton is also Chairman of the ABC Group Tunisian 
subsidiary, ABC Tunisie. Prior to joining ABCIB, Mr. Ashton occupied senior 
management roles with Lloyds TSB Group both overseas and in the uK. Mr. 
Ashton has an international banking career that spans over 35 years.

Paul Jennings | Deputy CEO, Group Head of Global Trade Finance

Mr. Jennings joined ABC International Bank plc in September 1999 
and has over 25 years banking experience principally within Trade, 
Commodity, Export and Structured Finance business as well as Loan 
Syndications and Asset Trading. Mr. Jennings developed his knowledge 
and expertise with major international banks namely Lloyds and 
Mitsubishi Bank and also within boutique/merchant banking operations 
namely Arbuthnot Latham, Singer & Friedlander and London Forfaiting 
Company. Mr. Jennings is Chairman of the Northern European Committee 
of the IFA (International Forfaiting Association).

Peter Downham | Head of Finance
Fellow Association of Chartered Certified Accountants

Mr. Downham joined ABC International Bank plc in July 2001 and was 
recently appointed as trustee of the bank’s pension fund. Prior to joining 
ABCIB, he held various senior Finance positions with Merchant Banks 
in the uK, including Singer & Friedlander plc, Charterhouse Bank Ltd 
and First National Bank of Boston Receivables Financing. Mr. Downham 
has a banking and finance career that spans over 35 years.

David Holden | Head of Legal Affairs & Corporate Secretary
Barrister-at-law (Lincoln’s Inn)

Mr. Holden joined the Legal Department of ABCIB as a lawyer in 
1994. Prior to this he had been assistant lecturer (Maitre Assistant) 
in English law at the university of Paris X, Nanterre, France for four 
years, following which he qualified at the Bar of England and Wales 
and practiced as a barrister in chambers at 3 Paper Buildings, Inner 
Temple, specialising in commercial and banking law. He became 
Head of Legal Services at ABCIB in 2002 and was appointed Company 
Secretary of ABCIB in 2007. 

Paul Judge | Head of Treasury

Mr. Judge joined ABC International Bank plc in 2000. He has extensive 
Treasury experience and prior to joining the bank was a Senior Dealer 
at Gulf International Bank and a Money Market and Derivatives Dealer 
at Credit Lyonnais, both based in London. Mr. Judge has served as 
ABCIB’s Chief Dealer and was subsequently promoted to Head of 
Treasury in April 2008, where he has overseen the bank’s dealing 
activities for the whole of Europe.

John Laird | Head of Internal Audit
Associate Chartered Accountant, NZICA

Mr. Laird joined ABC International Bank plc in May 2007 as Head of 
Internal Audit. He qualified as an accountant in 1977 with Touche Ross 
in New Zealand and started his career with the uK merchant bank, 
Hill Samuel & Co, subsequently part of Lloyds TSB Banking Group from 
1996. Over this period of time he developed a professional expertise in 
various areas of internal audit primarily focused on private and wholesale 
banking activities. As Head of Internal Audit for ABCIB, Mr. Laird has 
dual, independent reporting lines to both the ABC Group Chief Auditor 
and the ABCIB Audit Committee.   

Robert Large | Compliance Officer & MLRO
Member of the Institute of Chartered Accounts England & Wales.

Mr. Large qualified as a Chartered Accountant with Coopers & Lybrand 
in 1990 working with institutions in the financial services sector in 
London, Africa and the Middle East. He joined ABCIB in 1999 as Head 
of Audit before being appointed as Compliance Officer & MLRO for 
the bank in 2007. Prior to joining ABCIB, Mr. Large was Head of Audit 
at Sumitomo Finance International plc.   

Heather Rogers | Head of Operations

Mrs. Rogers joined ABC Group in November 1986 transferring to ABC 
International Bank plc in 1991 as Manager for Capital Markets Support. 
She was promoted to Senior Manager, Operations in 2001 and was 
appointed Head of Operations in October 2011. Mrs. Rogers formerly 
served at Saudi International Bank and has a Banking and Operations 
career that spans over 30 years

Yvonne Sadowski | Head of Human Resources
Chartered Member of the Institute of Personnel Development.

Ms. Sadowski joined ABC International Bank plc in May 2001.  Prior 
to that, she served as Head of Human Resources at Credit Suisse 
Private Banking, SG and Monte dei Paschi di Siena. Ms. Sadowski has 
over 30 years experience in HR, as an HR Generalist and Operational 
Manager

Senior Management
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 2011 2010 2009 2008 2007

Earnings (£ 000)     

Net interest income 29,510 25,167 26,782 35,054 30,109

Fees and Other operating income  30,665 30,690 27,370 27,955 22,648

Total operating income 60,175 55,857 54,152 63,009 52,757

Profit before provision and tax 24,588 24,550 16,818 29,356 19,117

Impairment provision - net (4,041) (5,012) (4,514) (19,470) 2,144

Profit before tax 20,547 19,538 12,304 9,886 21,261

Net profit for the year 17,308 13,748 12,024 10,140 19,979

     

Financial Position (£ million)     

Total assets 2,820 3,328 2,492 2,728 2,091

Loans and advances to customers 1,224 1,127 1,089 1,141 981

Due from banks 831 1,516 557 712 424

Financial investments - available for sale 475 286 384 411 323

Shareholders’ funds 316 307 287 260 285

     

Ratios     

     

Profitability     

Cost : Income ratio 59% 56% 69% 53% 64%

Net profit as % of average shareholders funds 5.6% 4.6% 4.4% 3.7% 7.1%

Net profit as % of average assets 0.6% 0.5% 0.5% 0.4% 1.0%

     

Capital     

Risk weighted assets (£ million) 2,300 2,249 2,100 1,878 1,679

Capital base (£ million) 384 380 378 282 264

Risk asset ratio - Tier 1 14.6% 14.2% 14.6% 16.5% 17.6%

Risk asset ratio - Total 16.7% 16.9% 18.0% 15.0% 15.8%

Average shareholders funds as % of average total assets 10.1% 10.2% 10.5% 11.3% 14.6%

Loans and advances as a multiple of shareholders’ funds (times) 3.9 3.7 3.8 4.4 3.4

Total debt excluding term borrowing and subordinated

  liabilities as a multiple of shareholders funds (times) 6.4 8.3 6.2 7.7 5.1

Term borrowing (include Sub debt) as a

  multiple of shareholders funds (times) 1.3 1.4 1.3 1.5 1.1

Financial Highlights
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 2011 2010 2009 2008 2007

Assets     

Loans and advances to customers as % of total assets 43.4% 33.9% 43.7% 41.8% 46.9%

Financial investments - available for sale as % of total assets 16.8% 8.6% 15.4% 15.1% 15.4%

Impaired loans (banks and customers) as % of gross loans 0.3% 0.3% 0.5% 0.2% 0.2%

Loan loss provision (includes collective impairments)

  as % of impaired loans 220.0% 153.4% 113.4% 146.2% 169.9%

Loan loss provision as % of gross loans 0.7% 0.4% 0.5% 0.3% 0.4%

     

Liquidity     

Deposits to loan cover (times) 1.7 2.3 1.6 1.8 1.5

     

Capitalisation     

Authorised (£ million) 300.0 300.0 300.0 300.0 300.0

Issued, Subscribed and fully paid-up (£ million) 182.3 182.3 182.3 182.3 182.3
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“ABCIB benefits from financial 
and business support from its 
parent bank and, by extension, 
also enjoys a very close business 
relationship with the major 
shareholders of ABC.”

Hassan Juma
Chairman

strength and 
resilience
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strength and 
resilience

Arab Banking Corporation (B.S.C.) is an international universal bank headquartered in Bahrain.



Chief Executive Officer’s 
Report & Business Review

OVERVIEW OF THE YEAR

I am delighted to be able to report excellent financial performance for the bank in 2011, despite the exceedingly 
challenging economic and political issues that affected the core markets of ABCIB during the year. Total operating 
income reached £60.2 million, with net interest income (excluding equity earnings) contributing £29.5 million and 
net fee/commission income of £23.3 million. Net interest income saw a significant growth of 17%, which more than 
compensated for the fall in fee/commission income caused by reduced trade finance flows from Libya. Administrative 
expenses were inflated in 2011 primarily by the significant cost of managing the sanctions regime in the bank in line 
with FSA and uK Government requirements. Net profit before tax was £20.5 million and a healthy retained profit of 
£17.3 million was added to the bank’s reserves to enhance capitalisation.  

The total assets of the bank fell in 2011 from £3,328 million to £2,820 million and this was mainly reflected in a 
lower level of placement of surplus liquidity into the money market. The bank’s loans and advances rose by 8.5% 
to £1,224 million, emphasising the growth of ABCIB’s support for its customers. However, the maturity profile of the 
loans and advances book is biased to the short end with only 16.4% of the total maturing beyond two years.

Our sources of liquidity remained solid despite the volatile environment in 2011. ABCIB’s traditional depositors from 
the MENA region continued to place funds with the bank and some new depositors were seen during the year. The 
bank’s liquidity position was consistently positive throughout 2011 and ABCIB was in full compliance with FSA liquidity 
rules. Capital adequacy remained high with the year-end capital ratio at 16.7%, and the Tier 1 ratio at 14.6%.

The strong financial performance of ABCIB in 2011 is testimony to the resilience of the business model of the bank and 
reflects the value our customers attribute to the service we provide as a European-based financial institution serving 
the MENA region. Despite the difficulties relating to the Libyan crisis highlighted by the Chairman in his report, I am 
very pleased that our customers remained committed to the bank and, rather than seeing major loss of business, 
we were able to attract some important new business and new customers to the bank during this period. At this 
point, I should pay tribute to the skilled and hard-working personnel of ABCIB, across all its branches and offices, in 
both business development and support functions. Their efforts in such a demanding operating environment were 
a key factor in the bank’s success.

BUSINESS REVIEW

The following are some highlights of our progress and performance. ABCIB’s business continues to be focused primarily 
on four product areas.

TRADE FINANCE

Overview
Business conditions remained highly challenging in 2011 with volatility in some of our core MENA markets and the 
impact of international sanctions on Libya and Syria. As the year progressed, concerns increased over the potential 
impact (on both our European exporting and MENA importing clients) of contagion from a growing Eurozone crisis, 
against the background of a generally more uncertain global outlook. However, buoyant oil prices continued to drive 
trade flows and business volumes for the bank in a number of our key markets.
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The strong financial performance of 
ABCIB in 2011 is testimony to the 
resilience of the business model of 
the bank and reflects the value our 
customers attribute to the service we 
provide as a European-based financial 
institution serving the MENA region.

Mr. William J. Playle
Chief Executive Officer

Against this somewhat mixed background, the Global Trade Finance unit Europe (“GTF”), once again produced highly 
commendable results, with total operating income only 3% down compared to last year, which was a remarkable 
achievement given the developments in the region. This represented a major contribution not only to ABCIB but to 
the ABC group as a whole. ABCIB’s branches, representative offices and account managers, assisted by the wider ABC 
group presence, all responded strongly, and highly successfully, to 2011’s challenging business environment, and were 
instrumental in helping to diversify and intensify revenue streams from both existing and new clients.

Performance Review, Products and Marketing
GTF offers a full range of products related to the financing of international trade flows, providing an individual tailored 
approach to clients’ trade financing needs. The Trade Receivables Discounting product continued to be highly successful 
in enabling clients to develop their business links both with the MENA region and beyond. 2011 saw the successful 
continuation of product cross-selling activities to our existing core European exporting clients on the one hand whilst 
intensified marketing efforts resulted in important new clients being brought to the bank.  

Business volumes remained buoyant overall, with constraints arising from the impact of the regional volatility largely 
offset by new trade flows from the Gulf Co-operation Council countries (“GCC”) and other markets. Extensive efforts 
were made during the year to obtain regulatory approval to continue to support European exports of humanitarian 
goods (food and medical supplies) to Libya and we continue to be at the forefront of re-establishing relations with 
banks and the local business communities there. GTF organised and hosted an innovative and highly successful “Libya 
Business Forum” in October 2011. Attended by over 40 of our trade and commodity exporting clients, it brought 
together keynote speakers from the uK government, legal profession and the Libyan private business sector, as well 
as specialists from within ABCIB.

Some international banks restricted their risk appetite and resources available for the region in 2011 but ABCIB maintained 
its strategic support for business in the MENA countries. Efforts were directed toward reinforcing our positioning in 
some of our historical markets, such as Algeria, resulting in reaching unprecedented levels in terms of flows handled 
and diversity of counterparties. GTF also actively developed new markets, which required a high degree of structuring 
and monitoring and a focus on strategic sectors (such as agriculture), producing very satisfactory results.

The GTF Risk Distribution team, after its second year of operation, is now fully integrated into the GTF business model 
and continues to provide a crucial role in terms of market intelligence and the management of the trade finance asset 
portfolio, providing both greater asset capacity and prudent risk mitigation of our business activities. During the year, 
the distribution team broke the uSD 1 billion mark in terms of assets sold to third parties in the market.

PROJECT AND STRUCTURED FINANCE

ABCIB’s Project and Structured Finance unit continued with its strategy of cautious and selective focus on North African 
markets with emphasis on robust sectors including energy and infrastructure. 2011 was a year of upheaval but also a year 
of opportunity as the region continued to develop its infrastructure and job creating activities. Among notable transactions 
undertaken during the year were the unit’s participation in the financing for a refinery redevelopment at Izmir, Turkey and 
a corporate transaction in Egypt to develop a highly successful construction and fertiliser business.  

The ABCIB team also plays an important role in co-operation with other business units and product areas within the ABC 
Group in offering arranging, advisory and structured finance solutions, and has been able to support an increasing number 
of enquiries from exporters and developers seeking opportunities in the North African region. 
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Despite difficult economic conditions,
2011 was a record year for IFS in terms
of performance.

Chief Executive Officer’s Report & Business Review

ISLAMIC FINANCIAL SERVICES (IFS)

Despite difficult economic conditions, 2011 was a record year for IFS in terms of performance. Following its previously 
identified strategy, IFS continued to provide Islamic banking solutions to uK, Arab World and European customers and 
to finance niche opportunities, focusing on real estate finance, leasing and corporate finance activities.

In the real estate business, 2011 presented a number of financing opportunities for IFS as GCC investors continued 
to seek the safety and security of London property. This was particularly true for residential development finance in 
prime central London, an area which has always carried a strong interest for investors. This was evidenced by the 
successful completion of a number of new development facilities totalling over uSD 40 million, supported by equity 
raised from the GCC region. In addition IFS continued to provide Islamic mortgage finance to high net worth investors, 
helping them acquire property either as an investment or for their personal use. 

In 2011 IFS, alongside the bank’s Turkish office, positioned ABCIB as an emerging presence in Islamic corporate finance 
in Turkey. During the year IFS underwrote almost uSD 150 million of new Islamically-structured business on a bilateral 
basis, including a Murabaha transaction for one of Turkey’s largest corporates. 

In addition to the above, for the first time, ABCIB IFS were mandated on a club basis for two Murabaha finance deals, 
totalling uSD 75 million, which established ABCIB as a seller of Islamic assets within the GCC and uK markets. Other 
notable transactions in 2011 included the completion of a container leasing transaction, financed 50/50 with ABC 
Islamic Bank Bahrain, and the buying and selling of commodities to perfect the Sharia compliance for a large deposit 
placed with the bank by a North African Islamic bank.

TREASURY

ABCIB’s Treasury operations, including those of the European branches, are centralised in London with liquidity and 
risk managed solely from this centre. Treasury prudently managed the bank’s funding and liquidity requirements 
during the year, ensured full compliance with the FSA liquidity regime which began last year, produced an above 
budget income performance under difficult market conditions and increased Treasury cross selling between internal 
ABC Group product groups.

ABCIB Treasury is part of the Bahrain and London twin-hub approach for Treasury management in the ABC Group, 
which has helped to strengthen relationships with financial institutions and customers through coordinated calling 
programmes and regular interaction. Treasury provides a customer-focused service whilst trading activity is conducted 
in money markets and foreign exchange.

Treasury performed well during the year, producing profits from the money market books and from foreign exchange 
dealing. The money market activities benefited throughout the year from the low interest rate policies adopted by 
the major central banks. Foreign exchange dealing was subdued, as Libyan counterparties were not permitted to
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transact in the international markets, due to the sanctions regime. Treasury gained customer business from cross 
selling between ABCIB product areas, which has been promoted and strongly encouraged throughout the year. All 
product areas of the bank have worked together to gain money market deposits, foreign exchange and derivative 
business from the existing customer base.

THE YEAR AHEAD

The prospects for the bank in 2012 are encouraging. The gradual return of stability in key markets in MENA will benefit 
ABCIB and create new opportunities. We consider ourselves well-placed, with our proven expertise in the MENA 
region, the skills and experience of our people and the support of the ABC network. The world remains a volatile 
place, however, and we proceed with an optimistic but cautious outlook for 2012.

I am delighted to take over leadership of ABCIB at this important stage in the bank’s development and I am looking 
forward to working with ABC senior management and the ABCIB Board of Directors in the development of the 
business model of ABCIB. 

William J. Playle
Chief Executive Officer
17th February 2012
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“The regulatory environment 
applying to banks globally has 
continued to evolve in 2011 
and ABCIB has met all new 
requirements in full.” 

Hassan Juma
Chairman
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partnership

ABC Bank is a universal bank present in Algeria, Egypt, Jordan and Tunisia.



THE BOARD OF DIRECTORS

The Board is collectively responsible for determining that ABCIB is managed in such a way as to ensure a proper 
balance between short term objectives and the achievement of long term value. The Board sets ABCIB’s strategic 
aims, values and standards and its directors are tasked with taking decisions objectively and acting in a way which 
they consider, in good faith, will promote the success of ABCIB for the benefit of its stakeholders as a whole. As well 
as carrying out its statutory duties and regulatory accountabilities, the Board ensures that ABCIB’s management is 
capably executing its responsibilities, regularly monitoring and challenging the effectiveness of management policies 
and decisions including the execution of its strategies. The Board adheres to its statement of Corporate Governance 
Principles and Guidance which is regularly reviewed and is informed by the prevailing Corporate Governance Code 
in the uK and the Corporate Governance Charter of the Central Bank of Bahrain. The Board conducts an annual 
performance assessment of itself by questionnaire which is reviewed by the Audit Committee of the Board. The 
Board met on seven occasions during 2011.

GOVERNANCE COMMITTEES

The Board has three principal committees, the Board Risk Committee, the Audit Committee and the Remuneration 
Committee which are described in more detail below.  

The Management Committee (“MANCOM”) is the highest-level management decision-making committee of ABCIB, 
reporting through the Chief Executive Officer to the Board of Directors. The Assets and Liabilities Committee (“ALCO”), 
and the Information Technology Steering Committee (“ITSC”) are the principal committees reporting to MANCOM.  
ALCO is chaired by the Chief Executive Officer and it focuses on the funding of ABCIB’s assets, liquidity, interest rates, 
trading risks, and the investment of ABCIB’s capital. ITSC, chaired by the Head of Operations, oversees enhancements 
to ABCIB’s core IT and communications systems.

BOARD RISK COMMITTEE

The Board Risk Committee (“BRC”) is chaired by Mr Hassan Juma and three other non-executive directors sit on this 
committee. Mr Hassan Juma is also the President and Chief Executive of ABC Group, and member of the ABC Group 
BRC and the ABC Group Audit Committee.

The BRC meets at least three times per year and has overall responsibility for risk policy, within the parameters set 
for the ABC Group. Its responsibilities include setting and reviewing all risk policies, reviewing ABCIB’s risk strategy 
and risk appetite, return expectations and asset allocation limits, principally in terms of country, industry, ratings and 
tenor. BRC oversees all classes of risk, including credit risk, market risk and operational risk. BRC reviews risk levels 
in relation to individual borrowers/counterparties, industry sectors, countries, regions and products. The Committee 
also sets market risk and trading limits and parameters for investment portfolios and trading. It delegates authority 
to senior management to conduct business within the terms of the risk strategy.

Corporate Governance 
and Risk Management
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AUDIT COMMITTEE

The Audit Committee meets at least four times a year to give the Board of Directors an independent assessment of the 
adequacy of ABCIB’s policies on internal and external financial reporting, controls and compliance. The Committee is 
chaired by Mr David Carse. ABCIB has an established internal audit function, with the Head of Internal Audit reporting 
jointly to the Chairman of the Audit Committee and to the ABC Group Chief Internal Auditor. A risk-based audit approach 
is adopted which ensures that key risk areas are reviewed and assessed regularly. They include lending activity and 
the credit process, IT systems and support functions. Where necessary, this work is carried out in coordination with 
ABC Group Audit and external specialists. 

REMUNERATION COMMITTEE

The Remuneration Committee is chaired by Mr Abdullah Al-Humaidhi, who is also Chairman of the Compensation 
Committee of the parent bank ABC. The committee meets at least four times a year to review the bank’s compensation 
policy and the overall remuneration of ABCIB’s senior managers. The committee is constituted in a way to exercise 
competent and independent judgement on the remuneration practices of the bank, taking into account the implications 
for the risk management of the bank, its capital and liquidity. The committee is responsible for ensuring that ABCIB 
complies with the FSA Remuneration Code, introduced in December 2010.

RISK MANAGEMENT

All areas of risk fall under the management and control of the ABCIB Head of Risk Management, who reports jointly to 
the Chairman of the BRC and to the ABCIB CEO. There is also a functional reporting line to the ABC Group Chief Credit 
& Risk Officer. Currently the Head of Risk role is vacant and the risk management duties are carried out by the senior 
functional managers within the team (the Head of Credit, the Head of Operational Risk and the Head of Regulatory 
Risk). The Risk Management Department is overseen both by the ABC Group Chief Credit & Risk Officer and by the 
ABCIB Chief Executive, who formerly held the position as ABCIB’s Head of Risk Management. 

CREDIT RISK

Credit risk is managed by the Credit Committee (“IBCC”), which is the main credit risk decision-making forum of 
ABCIB. Chaired by the ABCIB Head of Risk Management, IBCC members include the Chief Executive Officer, Deputy 
Chief Executive Officers and the ABC Group Chief Credit & Risk Officer. IBCC credit decisions are overseen by the BRC.

The ABCIB credit policies and procedures govern all aspects of the credit risk process, including risk approval and control. 
All credit applications from ABCIB’s business units and branches are reviewed by the Risk Management Department 
in London and approved (or otherwise) by the IBCC and, if required, by the parent bank’s Credit Committee. All 
limits, including those for banks and sovereign entities, are subject to an assessment of all relevant risk factors at 
least annually.
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ABCIB has prudent policies and procedures 
to build up reserves against possible losses 
in the asset portfolio.

Corporate Governance and Risk Management

The treatment of large exposures and provisions for doubtful loans are governed by ABCIB’s Large Exposure Policy 
Statement and its Credit Risk Provisioning Policy, both approved by the BRC. Where monies are overdue (as defined 
by the policy document), or where there is doubt that they will be received by ABCIB, all loans to that customer 
are automatically placed onto a non-accrual basis unless a specific exemption is given by the IBCC. The carrying 
amount of the financial asset or financial liability is adjusted if ABCIB revises its estimates of payments or receipts. 
The adjusted carrying amount is calculated based on the original effective interest rate and the change in carrying 
amount is recorded as interest income or expense. 

The quality of the risk portfolio is considered to be good, reflecting a conservative risk approach in recent years. The 
weighted average risk rating of ABCIB’s risk asset book is equivalent to investment grade. ABCIB’s non-performing 
loans have changed from £42.4 million at the end of 2010 to £8.4 million at the end of 2011. Specific provisions 
at year-end amounted to £7.3 million representing 86% of loans classified by the bank as “doubtful”. We remain 
comfortable with the coverage level taking into account collateral held.

ABCIB has prudent policies and procedures to build up reserves against possible losses in the asset portfolio. Specific 
provisions are in place to deal with exposures classified as impaired or where losses are expected. In addition, 
ABCIB maintains a collective impairment reserve to cover an identified part of the portfolio where observable data 
indicates that impairment may have occurred even though there is not yet any specific evidence of impairment of 
any individual loan within that group of assets. This reserve stood at £8.2 million at year-end.

LIQUIDITY RISK

ABCIB’s approach to managing liquidity risk, and the responsibilities of management, are covered in the bank’s 
Liquidity Policy, which has been written in line with the revised FSA rules for liquidity implemented during 2010.  
Liquidity risk is managed closely, with daily monitoring and stress testing to ensure adequacy of funding and a buffer 
of liquidity on hand. During the market turmoil in recent years, ABCIB successfully positioned itself to maintain a 
surplus of funding and had no need to resort to emergency measures. This demonstrates the robust management 
of liquidity in the bank and the strong relationship with key depositors.

MARKET RISK, OPERATIONAL RISK, AND OTHER RISK

ABCIB uses the Value at Risk (“VaR”) method of risk management of currency, interest rate and traded credit exposures 
on a daily basis. All market risk is managed in London and overseen on a global basis by ABC Bahrain. The Head 
of Risk Management, the Head of Treasury and the Head of Internal Controls review the level of market risk every 
day and all treasury counterparty risks are monitored on a real-time basis. Treasury operations are governed by the 
Trading Book Policy Statement.

Derivative instruments are used by ABCIB as hedges against the risk of treasury losses from mismatches in maturities, 
interest rates and currencies in relation to the asset and liability base. Contracts for futures, forward rate agreements, 
and interest rate and currency swap agreements are most commonly used to this effect. Any open positions are 
relatively small and are re-valued on a regular basis. Trading on the spot and forward foreign exchange markets is 
mainly client driven. Trading is kept within a modest VaR limit and other market risk parameters, as determined by 
ALCO.
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Operational risk is managed by the Head of Risk Management and the Head of Operational Risk. ABCIB has an 
operational risk framework in place with recording of risks and controls and loss data capture. A full assessment 
of operational risks and controls for every business unit, branch and support department is carried out and 
updated annually. 

Documentary and legal risk is managed by the effective use of ABCIB’s internal counsel and external advisors.

COMPLIANCE

ABCIB’s Compliance Policy Framework as approved by the Board of Directors is subject to regular review. The bank 
applies a risk-based approach to compliance with resource and effort appropriately focused in areas of higher risk. The 
Head of Compliance and bank Money Laundering Reporting Officer (“MLRO”) reports to the Deputy Chief Executive 
Officer and the Board and is a member of MANCOM and a co-opted attendee of the Audit Committee. Compliance 
policies and procedures, including those concerning money-laundering prevention and sanctions, conform to FSA and 
other relevant regulatory/legal requirements. The European branch General Managers have responsibility over local 
matters of regulatory compliance, including that of money laundering prevention and sanctions in accordance with 
the bank’s Compliance Policy Framework and local laws and regulations. Each European branch has the support of a 
local MLRO reporting jointly to the branch General Manager and the Head of Compliance and bank MLRO.

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with 
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. under that law the directors 
have elected to prepare the financial statements in accordance with applicable law and united Kingdom Accounting 
Standards (united Kingdom Generally Accepted Accounting Practice). under company law the directors must not 
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs 
of the company and of the profit or loss of the company for that period. In preparing these financial statements, the 
directors are required to:

• Select suitable accounting policies and then apply them consistently;
• Make judgements and estimates that are reasonable and prudent;
• State whether applicable uK Accounting Standards have been followed, subject to any material departures 

disclosed and explained in the financial statements; and
• Prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company 

will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the 
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and 
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible 
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection 
of fraud and other irregularities.
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diversity

“The Directors have full confidence 
that ABCIB has adequate 
resources and management 
skills to pursue its business plan 
successfully in 2012 and beyond.” 

Hassan Juma
Chairman
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diversity

ABC Islamic Bank is based in Bahrain.



INDEPENDENT AUDITOR’S REPORT
to the members of ABC International Bank plc

We have audited the financial statements of ABC International Bank plc (the “Bank”) for the year ended 31 December 
2011, which comprise the Profit and Loss Account, the Balance Sheet, the Statement of Total Recognised Gains and Losses 
and their related notes 1 to 45. The financial reporting framework that has been applied in their preparation is applicable 
law and united Kingdom Accounting Standards (united Kingdom Generally Accepted Accounting Practice).

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies 
Act 2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are 
required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not 
accept or assume responsibility to anyone other than the Bank and the Bank’s members as a body, for audit work, for this 
report, or for the opinions we have formed.

Respective responsibilities of directors and auditor
As explained more fully in the Director’s Responsibilities Statement set out on page 27, the directors are responsible for 
the preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is 
to audit and express an opinion on the financial statements in accordance with applicable law and International Standards 
on Auditing (uK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards 
for Auditors.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give 
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or 
error. This includes an assessment of: whether the accounting policies are appropriate to the company’s circumstances 
and have been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates 
made by the directors; and the overall presentation of the financial statements. In addition, we read all the financial and 
non-financial information in the Directors’ Report on pages 8 to 9, the Chief Executive Officer’s Report & Business Review 
and the Corporate Governance and Risk Management review to identify material inconsistencies with the audited financial 
statements. If we become aware of any apparent material misstatements or inconsistencies we consider the implications 
for our report.

Opinion on the financial statements
In our opinion the financial statements:

• Give a true and fair view of the state of the Bank’s affairs as at 31 December 2011 and of its profit for the year then ended;

• Have been properly prepared in accordance with united Kingdom Generally Accepted Accounting Practice; and

• Have been prepared in accordance with the requirements of the Companies Act 2006

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to 
you if, in our opinion:

• Adequate accounting records have not been kept, or returns adequate for our audit have not been received from 
branches not visited by us; or

• The financial statements are not in agreement with the accounting records and returns; or

• Certain disclosures of directors’ remuneration specified by law are not made; or

• We have not received all the information and explanations we require for our audit. 

Peter Wallace (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London
17 February 2012
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PROFIT AND LOSS ACCOUNT 
For the year ended 31st December 2011

  2011 2010
 Note £000 £000

Interest receivable and similar income arising from debt securities
  and certificates of deposit purchased 4  7,423 6,909 

Other interest receivable 4  50,767 39,503 

  58,190 46,412

Interest payable 3  (28,680) (21,245)

Net Interest Income  29,510 25,167

Fees and commissions receivable 4  33,193 37,426 

Fees and commissions payable 4  (9,840) (8,936)

Dealing profits 40  311 1,388 

Profit on sale of investment securities 4  5,057 - 

Other operating income 5  1,944 812 

  30,665 30,690 

Total operating income  60,175 55,857

Administrative expenses 6  (35,235) (30,769)

Depreciation and amortisation  (352) (538)

Provisions  7  (4,041) (5,012)

  (39,628) (36,319)

Profit on ordinary activities before tax 8  20,547 19,538 

Tax charge on ordinary activities 9  (3,239) (5,790)

Profit for the financial year  17,308 13,748 

The results for the years ended 31st December 2011 and 31st December 2010 are derived from continuing operations.
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STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES    
For the year ended 31st December 2011

  2011 2010
 Note £000 £000

Profit for the financial year  17,308 13,748 

Actuarial (loss)/ gains recognised on defined benefit pension scheme 44  (3,757) 2,342 

Deferred tax credit/(charge) relating to pension schemes  575 (425)

Change in fair value of available for sale investments and loans and advances 32  (6,229) 5,351 

Corporation tax relating to change in fair value of available for sale

  investments and loans and advances  1,036 (959)

Total recognised profits since last annual report  8,933 20,057
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BALANCE SHEET     
As at 31st December 2011

  2011 2010
 Note £000 £000

Assets

Cash and balances at central banks  61,192 46,095 

Certificates of deposit purchased 10  120,000 266,000 

Due from banks 12  831,188 1,515,763 

loans and advances to customers 13  1,223,504 1,127,312 

Financial investments - available-for-sale 17  474,614 285,939 

Financial investments - held to maturity 18  - 8,518 

Tangible fixed assets 21  978 1,265 

Deferred tax asset 22  7,971 6,019 

Other assets 23  55,040 37,770 

Prepayments and accrued income 24  45,557 33,677 

Total assets  2,820,044 3,328,358

LiAbiLities

Deposits from banks and other financial institutions 25  1,831,184 2,327,757 

Deposits from customers 26  188,139 213,889 

Other liabilities 27  58,447 47,357 

Accruals and deferred income 28  11,682 10,773 

Term borrowing 29  303,062 318,544 

Pension scheme liability 44  3,593 1,200 

  2,396,107 2,919,520

Subordinated liabilities 30  107,921 101,634

Called up share capital  31  182,296 182,296 

Profit and loss account  153,193 138,152 

Fair value reserve  (19,473) (13,244)

equity shareholders’ funds 32  316,016 307,204

Capital resources  423,937 408,838

Total liabilities and shareholders’ funds  2,820,044 3,328,358

MeMORANDUM iteMs

Contingent liabilities

Acceptances and endorsements  38,122 18,867 

Guarantees and letters of credit  1,246,097 1,562,255

  1,284,219 1,581,122

Commitments

Other commitments    
 34  203,203 240,222 

Hassan A. Juma 
Chairman 
17 February 2012 
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1. AccOUNtiNg pOLicies

1.1 Basis of preparation
The financial statements of ABC International Bank plc (“ABCIB”) are prepared under the historical cost convention, except 
for available-for-sale investments and derivative financial assets and liabilities, that have been measured at fair value. The 
financial statements are prepared in accordance with the special provisions of part VII of the Companies Act 2006 relating 
to banking companies, and applicable accounting standards. The accounting policies adopted are consistent with those used 
in the previous financial year.

ABCIB is not required to prepare group accounts since it qualifies for the exemptions available under Section 402 of the 
Companies Act 2006. In addition, there is no requirement to prepare a statement of cash flows in accordance with Financial 
reporting Standard 1.

ABCIB undertakes business in several countries in the MeNA region in which serious social and political unrest has occurred 
over the course of the year ended 31st December 2011. Whilst the level of unrest and consequent political uncertainty 
have abated in many of those countries, ABCIB continues closely to monitor developments and has taken steps to mitigate 
any adverse impact on its operations. 

Specifically with regard to libya, during the year ended 31st December 2011, the united Nations Security Council called 
upon member states to impose economic sanctions on a number of libyan or libyan related individuals and entities, 
including the Central Bank of libya. Whilst the Central Bank of libya owns 59.37% of the issued share capital of ABCIB’s 
parent, ‘Arab Banking Corporation (B.S.C.)’ (“ABC BSC”), neither the united Nations Security Council nor any individual 
member state called for economic sanctions to be imposed on ABC BSC, or any member of the ABC Group or specifically 
on ABCIB.

The significant improvements to the political and economic situation in libya and the resultant lifting of sanctions, including 
those relating to the Central Bank of libya, towards the end of 2011 have significantly improved the overall outlook for 
ABCIB. Accordingly, in the Board’s view, ABCIB is no longer exposed to a ‘material uncertainty’ with respect to its ability to 
remain a going concern. The Board is optimistic that ABCIB’s long established relationships and contacts in the MeNA region 
will mean that business levels will return to the levels seen before these events started to unfold in 2011. 

At the time of approval of these financial statements, the Board was satisfied that the capital and liquidity position of ABCIB 
remained satisfactory, and that ABCIB, with the support of the ABC BSC Group, has liquid resources to enable it to meet its 
obligations for the foreseeable future, including its prospective flow of new business.

Given all of the above, these financial statements are prepared on the going concern basis.

1.2 Significant accounting judgements and estimates
In the process of applying ABCIB’s accounting policies, management has used its judgements and made estimates in 
determining the amounts recognised in the financial statements. The most significant uses of judgements and estimates 
are as follows:

Fair value of financial instruments    
The fair values of financial assets and financial liabilities recorded on the balance sheet are mainly derived from observable 
market data from active markets.

Impairment losses on loans and advances
ABCIB reviews its problem loans and advances at each reporting date to assess whether a provision for impairment should 
be recorded in the profit and loss account. In particular, judgement by management is required in the estimation of the 
amount and timing of future cash flows when determining the level of provision required. Such estimates are based on 
assumptions about a number of factors and actual results may differ, resulting in future changes to the provision.

In addition to the specific provision against individually significant loans and advances, ABCIB maintains a collective 
impairment reserve to cover an identified part of the portfolio where observable data indicates that impairment is probable 
to have occurred even though there is not yet any specific evidence of impairment of any individual loan within that group 
of assets.    
    
     

NOTES TO THE ACCOUNTS 
For the year ended 31 December 2011
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Credit facilities subject to collective impairment provisions represent on-balance sheet exposures not subject to specific 
provision, with an internal credit risk rating of 7+ to 10 and with an original maturity of more than 6 months. Standard & 
Poor equivalent rates: (1 - 4 = > BBB-, 5 - 7 = B- to BB- and 7 - 10 = < BB-).

Impairment of equity investments
ABCIB treats investment securities as impaired when there has been a significant or prolonged decline in the fair value 
below its cost or where other objective evidence of impairment exists. The determination of what is ‘significant’ or 
‘prolonged’ requires judgement. ABCIB treats ‘significant’ generally as 20% or more and ‘prolonged’ greater than 6 months. 
In addition, ABCIB evaluates other factors, such as share price volatility where practical.

Deferred tax assets
Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit will be 
available against which the losses can be utilised. Significant management judgement is required to determine the amount 
of deferred tax assets that can be recognised, based upon the likely timing and level of future taxable profits together 
with future tax planning strategies. In assessing the recoverability of deferred tax assets, management considers forecast 
profits for three years.

Pensions
The cost of the defined benefit pension plan is determined using actuarial valuations. The actuarial valuation involves 
making assumptions about discount rates, expected rates of return on assets, future salary increases, mortality rates and 
future pension increases. Due to the long term nature of these plans, such estimates are subject to significant uncertainty. 
See note 44 for the assumptions used.    

1.3 Summary of significant accounting policies
The principal accounting policies applied in the preparation of these financial statements are set out below.

a. Foreign currency translation
Transactions in foreign currencies are initially recorded in the functional currency at the rate of exchange ruling at the date 
of the transaction. 

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange 
ruling at the balance sheet date. All differences are taken to ‘Other operating income’ in the profit and loss account.

Non-monetary items that are measured at historical cost in a foreign currency are translated using the exchange rates 
as at the dates of the initial transactions except in the case of non-monetary items that form part of effective hedging 
relationships which are translated at rates of exchange at the balance sheet date. Non-monetary items measured at fair 
value in a foreign currency are translated using the exchange rates at the date when the fair value was determined.

b. Financial instruments - initial recognition and subsequent measurement 

i) Date of recognition
Purchases or sales of financial assets that require delivery of assets within the time frame generally established by 
regulation or convention in the marketplace are recognised on the trade date, i.e. the date ABCIB commits to purchase or 
sell the asset. Derivatives are recognised on a trade date basis.

ii) Initial recognition of financial instruments
The classification of financial instruments at initial recognition depends on the purpose for which the financial instruments 
were acquired and their characteristics. All financial instruments are measured initially at their fair value plus, in the case of 
financial assets not at fair value through profit and loss, any directly attributable incremental costs of acquisition or issue.

iii) Derivatives recorded at fair value through profit and loss
Derivatives include interest rate swaps, cross currency swaps and forward foreign exchange contracts. Derivatives are 
recorded at fair value and carried as assets when their fair value is positive and as liabilities when their fair values are 
negative. Changes in the fair value of derivatives held for trading are included in ‘Dealing profits’.

NOTES TO THE ACCOUNTS 
For the year ended 31 December 2011



36   ABC INTERNATIONAL BANK PLC | ANNuAl rePOrT 2011

1. AccOUNtiNg pOLicies (cONtiNUeD)

iv) Financial assets designated at fair value through profit and loss
Financial assets classified in this category are designated by management on initial recognition when the following criteria 
are met;

- The designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise from measuring 
the assets or recognising gains or losses on a different basis; or     
   

- The assets are part of a group of financial assets which is managed and its performance evaluated on a fair value basis, 
in accordance with a documented risk management or investment strategy; or    
   

- The financial instrument contains an embedded derivative, unless the embedded derivative does not significantly 
modify the cash flows or it is clear, with little or no analysis, that it would not be separately recorded.

Financial assets designated at fair value through profit and loss are recorded in the balance sheet at fair value. Changes in 
fair value are recorded in ‘Other operating income’. Interest earned or incurred is accrued in interest income or expense, 
respectively, according to the terms of the contract, while dividend income is recorded in ‘Other operating income’ when 
the right to the payment has been established.

v) Due from banks and loans and advances to customers
Due from banks and loans and advances to customers are financial assets with fixed or determinable payments and fixed 
maturities that are not quoted in an active market. They are not entered into with the intention of immediate or short-term 
resale and are not classified as ‘Financial assets held for trading’, designated as ‘Financial investments - available-for-sale’ 
or ‘Financial assets designated at fair value through profit or loss’. After initial measurement, amounts due from banks and 
loans and advances to customers are subsequently measured at amortised cost using the effective interest rate method, 
less allowance for impairment. Amortised cost is calculated by taking into account any discount or premium on acquisition 
and fees and costs that are an integral part of the effective interest rate. The amortisation is included in ‘Interest and 
similar income’ in the profit and loss account. The losses arising from impairment are recognised in the profit and loss 
account in ‘Provisions’.

vi) Available-for-sale financial investments
Available-for-sale financial investments are those which are designated as such or do not qualify to be classified as 
designated at fair value through profit and loss, held to maturity or loans and advances. They include equity instruments, 
investments in mutual funds and money market and other debt instruments.

After initial measurement, available-for-sale financial investments are subsequently measured at fair value. unrealised 
gains and losses are recognised directly in equity in the ‘Available-for-sale reserve’. When a security is disposed of, the 
cumulative gain or loss previously recognised in equity is recognised in the profit and loss account in ‘Other operating 
income’. Where ABCIB holds more than one investment in the same security, they are deemed to be disposed of on a 
first-in first-out basis. Interest earned whilst holding available-for-sale financial investments is reported as interest income 
using the effective interest rate. Dividends earned whilst holding available-for-sale financial investments are recognised in 
the profit and loss account as ‘Other operating income’ when the right to receive payment has been established. The losses 
arising from impairment of such investments are recognised in the profit and loss account in ‘Provisions’ and removed from 
the available-for-sale reserve.

vii) Debt issued and other borrowed funds
Issued financial instruments or their components, which are not designated at fair value through profit or loss are classified 
as liabilities under ‘Debt issued and other borrowed funds’, where the substance of the contractual arrangement results in 
ABCIB having an obligation either to deliver cash or another financial asset to the holder. This includes mainly deposits from 
banks and other financial institutions, deposits from customers, term borrowing and subordinated liabilities.

After initial measurement, debt issued and other borrowings are subsequently measured at amortised cost using the 
effective interest rate method. Amortised cost is calculated by taking into account any discount or premium on the issue 
and costs that are an integral part of the effective interest rate.
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c. Determination of fair value
The fair value for financial instruments traded in active markets at the balance sheet date is based on their quoted market 
price or dealer price quotations, (bid price for long positions and ask price for short positions), without any deductions for 
transaction costs. 

For all other financial instruments not listed in an active market, the fair value is determined by using appropriate valuation 
techniques. Valuation techniques include net present value techniques, comparison to similar instruments for which market 
observable prices exist, and other relevant valuation models.

d. Impairment of financial assets
ABCIB assesses at each balance sheet date whether there is any objective evidence that a financial asset or a group of 
financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, there 
is objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of 
the asset (an incurred ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of 
the financial asset or the group of financial assets that can be reliably estimated. evidence of impairment may include 
indications that the borrower or a group of borrowers is experiencing significant financial difficulty, default or delinquency 
in interest or principal payment, the probability that they will enter bankruptcy or other financial reorganisation and where 
observable data indicates that there is a measurable decrease in the estimated future cash flows, such as economic 
conditions that correlate with defaults.

i) Due from banks and loans and advances to customers
For amounts due from banks and loans and advances to customers carried at amortised cost, ABCIB first assesses individually 
whether objective evidence of impairment exists individually for financial assets that are individually significant, or 
collectively for financial assets that are not individually significant. If ABCIB determines that no objective evidence of 
impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group 
of financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are 
individually assessed for impairment and for which an impairment loss is, or continues to be, recognised are not included 
in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future 
expected credit losses that have not yet been incurred). The carrying amount of the asset is reduced through the use 
of a provision account and the amount of the loss is recognised in the profit and loss account. loans together with the 
associated allowance are written off when there is no realistic prospect of future recovery and all collateral has been 
realised or has been transferred to ABCIB. If, in a subsequent year, the amount of the estimated impairment loss increases 
or decreases because of an event occurring after the impairment was recognised, the previously recognised impairment 
loss is increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the recovery is 
credited to ‘Provisions’. 

The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest rate. If a 
loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate.  

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of ABCIB’s internal credit 
grading system that considers credit risk characteristics such as asset type, industry, geographical location, collateral type, 
past-due status and other relevant factors.

Future cash flows on a group of financial assets that are collectively evaluated for impairment are estimated on the basis 
of historical loss experience for assets with credit risk characteristics similar to those in the group. Historical loss experience 
is adjusted on the basis of current observable data to reflect the effects of current conditions that did not affect the years 
on which the historical loss experience is based and to remove the effects of conditions in the historical period that do not 
exist currently. estimates of changes in future cash flows reflect, and are directionally consistent with, changes in related 
observable data from year to year. The methodology and assumptions used for estimating future cash flows are reviewed 
regularly to reduce any differences between loss estimates and actual loss experience. 
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ii) Available-for-sale financial investments
For available-for-sale financial investments, ABCIB assesses at each balance sheet date whether there is objective evidence 
that an investment or a group of investments is impaired.

In the case of equity investments classified as available-for-sale, objective evidence will include a significant or prolonged 
decline in the fair value of the investment below its cost. Where there is evidence of impairment, the cumulative loss 
- measured as the difference between the acquisition cost and the current fair value, less any impairment loss on that 
investment previously recognised in the profit and loss account - is removed from equity and recognised in the profit and 
loss account. Impairment losses on equity investments are not reversed through the profit and loss account, and increases 
in their fair values after impairment are recognised directly in equity.

In the case of debt instruments classified as available-for-sale, impairment is assessed based on the same criteria as 
financial assets carried at amortised cost. Interest continues to be accrued at the original effective interest rate on the 
reduced carrying amount of the asset and is recorded as part of ‘Interest receivable and similar income arising from debt 
securities and certificates of deposit purchased’. If, in a subsequent year, the fair value of the debt instrument increases and 
the increase can be objectively related to an event occurring after the impairment loss was recognised in the profit and 
loss account, the impairment loss is reversed through the profit and loss account.

e. Hedge accounting
ABCIB makes use of derivative instruments to manage exposures to interest rates, foreign currency and credit risks. In order 
to manage particular risks, ABCIB applies hedge accounting for transactions which meet the specified criteria.

At inception of the hedge relationship, ABCIB formally documents the relationship between the hedged item and the 
hedging instrument, including the nature of the risk, the objective and strategy for undertaking the hedge and the method 
that will be used to assess the effectiveness of the hedging relationship.

Also at the inception of the hedge relationship, a formal assessment is undertaken to ensure the hedging instrument is 
expected to be highly effective in offsetting the designated risk in the hedged item. The hedges are formally assessed each 
quarter. A hedge is regarded as highly effective if the changes in fair values or cash flows attributable to the hedged risk 
during the period for which it is designated are expected to offset in a range of 80% to 125%.

For designated and qualifying fair value hedges, the change in the fair value of a hedging derivative is recognised in the 
profit and loss account in ‘Other operating income’. Meanwhile, the change in the fair value of the hedged item attributable 
to the risk hedged is recognised as part of the carrying value of the hedged item and is also recognised in the profit and 
loss account in ‘Other operating income’.

i) Fair value hedges 
If the hedging instrument expires or is sold, terminated or exercised, or where the hedge no longer meets the criteria for 
hedge accounting, the hedge relationship is terminated. For hedged items recorded at amortised cost, using the effective 
interest rate method, the difference between the carrying value of the hedged item on termination and the face value is 
amortised over the term of the original hedge. If the hedged item is derecognised, the unamortised fair value adjustment 
is recognised immediately in the profit and loss account.

f. Offsetting financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the balance sheet if, and only if, there is 
a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the asset and settle the liability simultaneously. This is not generally the case with master netting agreements, and 
the related assets and liabilities are presented gross in the balance sheet.

g. Recognition of income and expense
revenue is recognised to the extent that it is probable that the economic benefits will flow to ABCIB and the revenue can 
be reliably measured. The following specific recognition criteria must also be met before revenue is recognised.
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i) Interest and similar income and expense
For all financial instruments measured at amortised cost and interest bearing financial instruments classified as available-
for-sale financial investments, interest income or expense is recorded at the effective interest rate, which is the rate that 
exactly discounts estimated future cash payments or receipts through the expected life of the financial instrument or a 
shorter period, where appropriate, to the net carrying amount of the financial asset or the financial liability. The calculation 
takes into account all contractual terms of the financial instrument and includes any fees or incremental costs that are 
directly attributable to the instrument and are an integral part of the effective interest rate, but not future credit losses. The 
carrying amount of the financial asset or financial liability is adjusted if ABCIB revises its estimates of payments or receipts. 
The adjusted carrying amount is calculated based on the original effective interest rate and the change in carrying amount 
is recorded as interest income or expense.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an impairment 
loss, interest income is then recognised using the effective interest rate applied to the new carrying amount. 

ii) Fee and commission income
ABCIB earns fee and commission income from a diverse range of services it provides to its customers. Fees earned for 
the provision of services over a period of time are accrued over that period. These fees include commission income and 
asset management, custody and other management and advisory fees. loan commitment fees for loans that are likely 
to be drawn down and other credit related fees are deferred (together with any incremental costs) and recognised as an 
adjustment to the effective interest rate on the loan.

iii) Dividend income
revenue is recognised when ABCIB’s right to receive the payment is established.

iv) Dealing income
results arising from trading activities include all gains and losses from changes in fair value and related interest income 
or expense and dividends for financial assets held for trading. This includes any ineffectiveness recorded in respect of 
hedging transactions.

h. Financial guarantees
In the ordinary course of business, ABCIB gives financial guarantees, consisting of letters of credits, guarantees and 
acceptances. Financial guarantees are initially recognised in the financial statements at fair value (equivalent to the 
premium received) in ‘Other liabilities’. Subsequent to initial recognition, ABCIB’s liability under each guarantee is measured 
at the best estimate of expenditure required to settle any financial obligation arising as a result of the guarantee.

Any increase in the liability relating to financial guarantees is taken to the profit and loss account in ‘provisions’. The 
premium received is recognised in the profit and loss account in ‘Fees and commission receivable’ on a straight line basis 
over the life of the guarantee.

i. Subsidiaries and associates
Investments in subsidiaries and associates are stated at cost less impairment losses. reversals of impairment losses are 
recognised in the profit and loss account if there has been a change in the estimates used to determine the recoverable 
amount of the investment.

j. Fixed assets and depreciation
Fixed assets are stated at cost less accumulated depreciation and impairment losses. Such cost includes costs directly 
attributable to making the asset capable of operating as intended.

Depreciation is provided on all fixed assets at rates calculated to write off the cost less estimated residual value on prices 
prevailing at the date of acquisition of each asset evenly over its expected useful life as follows:

leasehold improvements lower of lease term or 10 years  
Motor vehicles, office equipment including computer hardware and software  3 - 5 years
Office furniture 5 years  
The carrying values of fixed assets are reviewed for impairment when events or changes in circumstances indicate the 
carrying value may not be recoverable.
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k. Deferred tax
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet 
date, where transactions or events have occurred at that date that will result in an obligation to pay more, or right to pay 
less or to receive more tax, with the following exceptions:

- Deferred tax assets are recognised only to the extent that the Directors consider it more likely than not that there will 
be suitable taxable profits from which the future reversal of the underlying timing differences can be deducted.

- Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which 
timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance sheet date.

l. Leases
Operating leases are leases that do not transfer substantially all the risks and rewards incidental to ownership to the lessee. 
ABCIB has entered into operating leases where rentals payable are charged to the profit and loss account on a straight-line 
basis over the lease term.

m. Pension benefits

i) Defined benefit pension plan
ABCIB participates in a defined benefit pension scheme, which requires contributions to be made to a separately 
administered fund. The cost of providing benefits under the defined benefit scheme is determined separately using the 
projected unit credit actuarial valuation method.

The scheme was closed to new members in June 2004 from which time membership of a defined contribution pension 
scheme is available to all employees. The Scheme was closed to the future accrual benefits on 30th September 2010.

The cost of providing benefits under the defined benefit scheme is determined separately using the projected unit credit 
actuarial valuation method, which attributes entitlement to benefits to the current period (to determine current service 
cost) and to the current and prior periods (to determine the present value of defined benefit obligations) and is based 
on actuarial advice. Past service costs are recognised in profit or loss on a straight-line basis over the vesting period or 
immediately if the benefits have vested. When a settlement or a curtailment occurs the change in the present value of the 
scheme liabilities and the fair value of the scheme assets reflects the gain or loss which is recognised in the profit and loss 
account. losses are measured at the date the employer becomes demonstrably committed to the transaction and gains 
when all parties whose consent is required are irrevocably committed to the transaction.

The interest element of the defined benefit cost represents the change in present value of scheme obligations relating to 
the passage of time, and is determined by applying the discount rate to the opening present value of the benefit obligation, 
taking into account material changes in the obligations during the year. The expected return on scheme assets is based on 
an assessment made at the beginning of the year of long-term market returns on scheme assets, adjusted for the effect 
on the fair value of scheme assets of contributions received and benefits paid during the year. The difference between the 
expected return on scheme assets and the interest costs is recognised in the profit and loss account.

Actuarial gains and losses are recognised in full in the statement of recognised gains and losses in the period in which 
they occur.

The defined benefit pension asset or liability in the balance sheet comprises the total of the present value of the defined 
benefit obligation (using a discount rate based on high quality corporate bonds that have been rated at AA- or equivalent 
status), less any past service cost not yet recognised and less the fair-value of scheme assets out of which the obligations 
are to be settled directly. Fair value is based on market price information and in the case of quoted securities is the 
published mid-market price. The value of a net benefit pension asset is limited to the amount that may be recovered either 
through reduced contributions or agreed refunds from the scheme.
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ii) Defined contribution pension scheme
ABCIB also operates a defined contribution pension scheme. The contribution payable to a defined contribution scheme is 
in proportion to the services rendered to ABCIB by the employees and is recorded as an expense under ‘Staff costs’ in the 
profit and loss account. unpaid contributions are recorded as a liability.

n. Provisions
Provisions are recognised when ABCIB has a present obligation (legal or constructive) as a result of a past event, and it is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate can be made of the amount of the obligation.

2. segMeNtAL RepORtiNg

ABCIB has more than one business segment. Trade and Commodity Finance, Project and Structured Finance, Treasury and 
Others including Islamic Financial Services and Head Office. Analysis of the business segments is included in note 45. The 
ultimate origin of all income is determined to be the uK. Accordingly no geographical segmental information is disclosed. 

3. iNteRest pAyAbLe

Interest payable includes £6,286,733 in respect of interest on the subordinated liability (2010 : £5,911,780).  

4. ANALysis Of the pROfit AND LOss AccOUNt by cLAssificAtiON:

 2011

   Available-for Financial

  Loans and sale and held liabilities at Non financial

 Trading receivables  -to maturity amortised cost instruments Total

 £000 £000 £000 £000 £000 £000

Interest receivable and similar
  income from debt securities
  and certificates of deposit
  purchased - 3,187 4,236 - - 7,423

Other interest receivable and
  similar income - 50,767 - - - 50,767

Interest payable - - - (28,680) - (28,680)

Net Interest income/(expense) - 53,954 4,236 (28,680) - 29,510

Fees and commissions receivable - 33,193 - - - 33,193

Fees and commissions payable - - - (9,840) - (9,840)

Dealing profits (including exchange
  differences) 311 - - - - 311

Profit on sale of investment
  securities - - 5,057 - - 5,057

Other operating income - - - - 1,944 1,944

Total operating income/(expense) 311 87,147 9,293 (38,520) 1,944 60,175

Profit on sale of investment securities represents the profit on lehman Brothers Available For Sale securities which were 
fully provided for in previous years.       
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4. ANALysis Of the pROfit AND LOss AccOUNt by cLAssificAtiON (cONtiNUeD)

 2010
   Available-for Financial   
  loans and sale and held liabilities at Non financial  
 Trading receivables  -to maturity amortised cost instruments Total
 £000 £000 £000 £000 £000 £000

Interest receivable and similar
  income from debt securities
  and certificates of deposit
  purchased - 3,254 3,655 - - 6,909

Other interest receivable and
  similar income - 39,503 - - - 39,503

Interest payable - - - (21,245) - (21,245)

Net Interest income/(expense) - 42,757 3,655 (21,245) - 25,167

Fees and commissions receivable - 37,426 - - - 37,426

Fees and commissions payable - - - (8,936) - (8,936)

Dealing profits (including
  exchange differences) 1,388 - - - - 1,388

Other operating income - - - - 812 812

Total operating income/(expense) 1,388 80,183 3,655 (30,181) 812 55,857

5. OtheR OpeRAtiNg iNcOMe
    
  2011 2010
  £000 £000

rental income  277 572

Trade finance fees  1,681 194

Islamic banking income  34 65

Profit on disposal of fixed assets  29 14

Other  (77) (33)

  1,944 812

6. ADMiNistRAtive expeNses

  2011 2010
  £000 £000

a) Staff costs:
Salaries  19,655 18,556
Social security costs  3,389 2,551
Pension costs (note 44)
  - Defined benefit scheme  (15) 863
  - Defined contribution schemes  1,200 516
  - Gain on curtailment of Defined Benefit Scheme (note 44)  - (1,450)
  24,229 21,036
Other administrative expenses  11,006 9,733
  35,235 30,769

Other administrative expenses include premises rent and related utilities cost, professional fees, office system and supplies 
including maintenance contracts and others.
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  2011 2010
  Number Number

The average monthly number of employees (excluding Directors) during the year  184 195 

b) Directors’ emoluments:

The aggregate emoluments of the Directors of ABC International Bank plc for the year were:

  2011 2010
  £000 £000

Aggregate emoluments in respect of qualifying services  1,976 831

Bank’s contribution towards pension scheme in respect of qualifying services  38 37

Number of Directors accruing benefits under defined contribution scheme  1 1

In respect of the highest paid Director:

  Aggregate emoluments in respect of qualifying services  1,090 460

Directors emoluments include £1 million of termination payment to resigning Chairman and exgratia payment to retiring 
Managing Director.

7. pROvisiONs

  2011 2010
  £000 £000

The net (charge) for the year in respect of provisions is made up as follows:

loans and advances to customers  (120) (1,553)

Collective impairment provision  (3,950) (1,210)

Financial investments - available-for-sale  19 (2,295)

recoveries in respect of advances previously written off  10 46 

  (4,041) (5,012)

8. pROfit ON ORDiNARy Activities befORe tAx

  2011 2010
  £000 £000

Profit is stated after (charging)/crediting :
  Foreign currency gains, net  314 1,205 

Auditors’ remuneration: audit of the financial statements  (251) (232)

 taxation services  (161) (157)

Operating lease rentals: hire of equipment  (31) (90)

 land and buildings  (2,972) (2,750)

Income from listed securities  7,423 3,655
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9. tAxAtiON

  2011 2010
  £000 £000

Analysis of tax charge for the year
Current tax:    
  uK corporation tax  (3,123) (3,245)

  Foreign tax  (1,927) (2,082)

Total current tax  (5,050) (5,327)

Deferred tax:    
recognition of brought forward losses  1,811 (463)

Total deferred tax  1,811 (463)
    
Total tax charge for the year  (3,239) (5,790)

  2011 2010
  £000 £000

Factors affecting tax charge for the year

The differences are explained below:

Profit on ordinary activities before tax  20,547 19,538

Profit on ordinary activities multiplied by standard rate of corporation    
  tax in the uK of 26.5% (2010 : 28%)  (5,445) (5,471)

effect of:

Disallowed expenses and non-taxable income  (1,714) (1,863)

Capital allowance in excess of depreciation  54 42 

Branch losses utilised  1,908 1,499 

Group relief  268 260

Double tax relief  1,590 1,465

Foreign tax  (1,927) (2,082)

Pension deduction  216 672

Others  - 151

Current tax charge  (5,050) (5,327)

10. ceRtificAtes Of DepOsit pURchAseD

  2011 2010
  £000 £000

Analysed by maturity:    
within three months  120,000 58,000 

between three months and one year  - 208,000

  120,000 266,000
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11. ANALysis Of Assets AND LiAbiLities by cLAssificAtiON

 2011
 Financial   Financial
 investments   liabilities 
 held to Loans and Available- at amortised Non financial
 maturity receivables -for-sale cost instruments Total
 £000  £000 £000 £000  £000  £000

Cash and balances at central banks - 61,192 - - - 61,192

Certificates of deposit purchased - 120,000 - - - 120,000

Due from banks - 831,188 - - - 831,188

loans and advances to customers - 1,195,809 27,695 - - 1,223,504

Financial investments -
  available-for-sale - - 474,614 - - 474,614

Tangible fixed assets - - - - 978 978

Deferred tax asset - - - - 7,971 7,971

Other assets - - - - 55,040 55,040

Prepayments and accrued income - - - - 45,557 45,557

Total assets - 2,208,189 502,309 - 109,546 2,820,044

Deposits from banks and other
  financial institutions - - - 1,831,184 - 1,831,184

Deposits from customers - - - 188,139 - 188,139

Other liabilities - - - - 58,447 58,447

Accruals and deferred income - - - - 11,682 11,682

Term borrowing - - - 303,062 - 303,062

Pension scheme liability - - - - 3,593 3,593

Total liabilities - - - 2,322,385 73,722 2,396,107
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11. ANALysis Of Assets AND LiAbiLities by cLAssificAtiON (cONtiNUeD)

 2010
 Financial   Financial
 investments   liabilities 
 held to loans and Available- at amortised Non financial
 maturity receivables -for-sale cost instruments Total
 £000 £000 £000 £000 £000 £000

Cash and balances at central banks - 46,095 - - - 46,095

Certificates of deposit purchased - 266,000 - - - 266,000

Due from banks - 1,515,763 - - - 1,515,763

loans and advances to customers - 1,096,500 30,812 - - 1,127,312

Financial investments -
  available-for-sale - - 285,939 - - 285,939

Financial investments -
  held to maturity 8,518 - - - - 8,518

Tangible fixed assets - - - - 1,265 1,265

Deferred tax asset - - - - 6,019 6,019

Other assets - - - - 37,770 37,770

Prepayments and accrued income -    33,677 33,677

Total assets 8,518 2,924,358 316,751 - 78,731 3,328,358

Deposits from banks and
  other financial institutions - - - 2,327,757 - 2,327,757

Deposits from customers - - - 213,889 - 213,889

Other liabilities - - - - 47,357 47,357

Accruals and deferred income - - - - 10,773 10,773

Term borrowing - - - 318,544 - 318,544

Pension scheme liability - - - - 1,200 1,200

Total liabilities - - - 2,860,190 59,330 2,919,520

12. DUe fROM bANks

  2011 2010
  £000 £000

repayable:

on demand  31,379 31,309 

within three months  527,583 1,373,808

between three months and one year  267,518 94,308

between one and five years  8,709 16,180

after five years  1,945 1,974

  837,134 1,517,579

Allowance for impairment losses (note 15)  (5,946) (1,816)

  831,188 1,515,763

Included in the above are balances due from ABC Group undertakings of  26,086 153,698
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13. LOANs AND ADvANces tO cUstOMeRs

  2011 2010
  £000 £000

repayable:

  on demand  95,750 12,562

  within three months  574,339 597,727 

  between three months and one year  314,545 221,669 

  between one and five years  175,304 189,823 

  after five years  73,107 115,123 

  1,233,045 1,136,904

Allowance for impairment losses (note 15)  (9,541) (9,592)

  1,223,504 1,127,312

Included in the above are balances due from ABC Group undertakings of  40,432 40,957

Included in the above are available-for-sale loans amounting to £27,695,000 (2010 - £30,812,000)   

ABCIB assesses at each balance sheet date whether there is any objective evidence that loans to ABC Group undertakings 
are impaired. A specific loan of £38.2 million to ABC Investment Holdings limited (“ABCIH”) a subsidiary of ABCIB, is 
secured on the freehold of a property, being the Headquarters of ABCIB, 100% owned by ABCIH and leased to ABCIB on a 
long leasehold. In assessing whether the value of the security is sufficient to support the loan value, ABCIB assesses the 
carrying value of the building. The higher of value in use and fair value less costs to sell has been used to determine if any 
impairment exists. Following this impairment assessment, the value in use was determined to be in excess of the carrying 
value and as such impairment was ignored. In performing this assessment, the cash flows generated from this asset for the 
remainder of its useful economic life were used. No growth rate has been applied to cashflows over the remaining useful 
life of the asset beyond the current planning cycle up to 2014. The rate used to discount these cashflows was 5.35% which 
is a risk adjusted rate and reflects the return that would be required by a market participant.

ABCIB defines forebearance as a temporary deferral of payments prior to an agreement or formal restructure being 
reached between ABCIB and customers. At the year end, ABCIB had two loans totalling £17 million which were subject to 
forebearance. loan restructuring is being considered (February 2012).

14. LOANs AND ADvANces which weRe pAst DUe

 2011 2010
 Loans and Loans and loans and loans and
 advances to advances to advances to advances to
 banks customers banks customers
 £000 £000 £000 £000

Past due under 3 years - - - 17,305
Past due over 3 years 1,783 6,650 1,804 23,330
 1,783 6,650 1,804 40,635

loans and advances by credit quality
loans and advances:
  - neither past due nor impaired 835,351 1,226,395 1,515,775 1,096,269
  - past due but not impaired 496 899 532 34,471 
  - impaired 1,287 5,751 1,272 6,164 
 837,134 1,233,045 1,517,579 1,136,904 
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14. LOANs AND ADvANces which weRe pAst DUe (cONtiNUeD)

Impaired loans and advances

  2011 2010
  £000 £000

Total impaired loans and advances to:

  - banks  1,287 1,272

  - customers  5,751 6,164

  7,038 7,436

15. MOveMeNts iN ALLOwANce fOR iMpAiRMeNt LOsses

 Individually assessed Collectively asessed
 Banks Customers Banks Customers Total
 £000 £000 £000 £000 £000

Brought forward 1st January 2011 1,316 5,842 500 3,750 11,408

Provision for the year - 120 - 3,950 4,070

Amounts written off (32) - - - (32)

Transfer between provisions - - 4,159 (4,159) -

Foreign currency translation adjustment 3 38 - - 41

Carried forward 31st December 2011 1,287 6,000 4,659 3,541 15,487

16.  MOveMeNts iN pROvisiON fOR sUspeNDeD iNteRest

  2011 2010
  £000 £000

Brought forward 1st January  1,964 1,723

Interest suspended less recoveries during the year  (5) 167

Foreign currency translation adjustment  10 74

Carried forward 31st December  1,969 1,964

Loans and advances where interest is suspended at year end

  Before allowance for impairment losses  8,433 24,134

  After allowance for impairment losses  1,935 17,807

17. fiNANciAL iNvestMeNts - AvAiLAbLe-fOR-sALe

  2011 2010
  £000 £000

listed (Debt investments)  474,614 285,939

  474,614 285,939

Due within one year  330,600 71,927

Due between one and two years  31,750 66,531

Due between two and five years  100,886 95,569

Due over five years  11,378 51,912

  474,614 285,939 

 All available-for-sale financial investments are debt instruments which are issued by Governments and non-public corporate bodies.
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The movement on available-for-sale financial investments is as follows:

  2011 2010
  £000 £000

At 1st January   285,939 384,057

Additions  272,609 -

repayments and disposals  (71,292) (100,309)

Fair value movement  (6,311) 5,351

Provision  - (2,295)

exchange movements  (6,331) (865)

At 31st December  474,614 285,939

The net unamortised discount at 31st December 2011 was £256,388 (2010 : £534,664).
The net unamortised premium at 31st December 2011 was £517,953 (2010 : £nil).
Fair value has been determined by reference to quoted market prices.

18. fiNANciAL iNvestMeNts - heLD tO MAtURity

  2011 2010
  £000 £000

At 1st January  8,518 7,981

Matured  (8,422) -

Amortisation of the discount  172 213

Foreign exchange adjustments  (268) 324

At 31st December  - 8,518

19. iNteRest iN sUbsiDiARies AND AssOciAteD UNDeRtAkiNgs

 ABCIB owns the following investment in subsidiaries and associated companies in addition to those disclosed in note 20: 

 Nature of business Country of registration Ownership %

Bronco Fund llC Property uSA 43%

 The investment in subsidiaries and associated undertakings noted above form part of effective fair value hedging in relation 
to foreign currency risk with certain foreign currency denominated borrowings.

 ABCIB does not have significant influence over Bronco Fund llC. As a result Bronco Fund llC is transferred to financial 
investments - available-for-sale.

20. shARes iN gROUp UNDeRtAkiNgs

ABCIB owns the following investments in subsidiaries:

 Nature of business Country of registration Ownership %

Alphabet Nominees limited Nominee company england 100%

Abcint Nominees limited Nominee company england 100%

ABCIB Islamic Asset
  Management limited Advisory services england 100%

ABCIB leasing limited Asset trading company england 100%

ABC Investment Holdings limited Property holding company england 100%
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21.  tANgibLe fixeD Assets

 leasehold Furniture Office Motor  
 improvements and fittings equipment vehicles Total
 £000 £000 £000 £000 £000

Cost 

At 1st January 2011 754 1,008 9,158 263 11,183

Additions 1 4 67 - 72

Disposals - - - (64) (64)

At 31st December 2011 755 1,012 9,225 199 11,191

Depreciation

At 1st January 2011 595 795 8,363 165 9,918

Charge for the year 50 58 215 29 352

Disposals - - - (57) (57)

At 31st December 2011 645 853 8,578 137 10,213

Net book value

At 31st December 2011 110 159 647 62 978

At 31st December 2010 159 213 795 98 1,265 

22. DefeRReD tAx Asset

  2011 2010
  £000 £000

At 1st January   6,019 5,605

recognised during the year  1,952 414

At 31st December  7,971 6,019

The major components of the deferred tax asset are as follows:

unutilised tax losses arising on P&l results  3,735 5,605

Asset in respect of sub-debt deduction  3,750 -

Asset in respect of accelerated capital allowances  226 -

Asset in respect of pension deduction  260 414

  7,971 6,019

 
 There is an unrecognised deferred tax asset of £7.3 million based on a tax rate of 25% (2010: £3million) arising due 
to brought forward tax losses, accelerated capital allowances, sub-debt deduction and pension scheme deduction. 
Management has performed a review of recoverability of deferred tax assets considering forecast profits for the next 
three years. The assumptions used in preparing these forecasts have been subject to a series of stress tests to ensure the 
forecasts fall within a reasonable range of outcomes.
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23. OtheR Assets

  2011 2010
  £000 £000

Positive mark to market of derivatives  44,493 34,437

Fair value adjustment on hedged items  54 447

Other   10,493 2,886

  55,040 37,770 

24. pRepAyMeNts AND AccRUeD iNcOMe

  2011 2010
  £000 £000

Prepayments and accrued income  1,544 1,673

Interest receivable  44,013 32,004

  45,557 33,677

25. DepOsits fROM bANks AND OtheR fiNANciAL iNstitUtiONs    

  2011 2010
  £000 £000

repayable:

on demand  526,911 245,602

within three months  1,077,657 2,001,268

between three months and one year  226,616 80,887

  1,831,184 2,327,757

Included in the above are balances due to ABC Group undertaking of  85,751 133,960

26. DepOsits fROM cUstOMeRs

  2011 2010
  £000 £000

repayable:

on demand  104,345 104,725

within three months  80,028 104,401

between three months and one year  3,766 4,763

  188,139 213,889

Included in the above are balances due to ABC Group undertaking of  2,824 2,858

27. OtheR LiAbiLities

  2011 2010
  £000 £000

Negative mark to market of derivatives  1,493 1,168

Fair value adjustment on hedged items  42,879 33,573

Tax and social security costs  2,468 3,321

Other   11,607 9,295

  58,447 47,357

The amounts above described as ‘other’ represent standard operational liabilities incurred during the normal course of business.
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28. AccRUALs AND DefeRReD iNcOMe

  2011 2010
  £000 £000

Interest payable  2,549 2,368 

Accruals and deferred income  9,133 8,405

  11,682 10,773 

29. teRM bORROwiNg

  2011 2010
  £000 £000

repayable:

within one year  277,938 163,849

between two and five years  25,124 154,695

  303,062 318,544

Included in the above are balances due to ABC Group undertakings of  189,691 189,695

Interest on all term borrowing is calculated by reference to lIBOr plus margins which are repriced monthly.

30. sUbORDiNAteD LiAbiLities

The following loans are unsecured and are subordinated in right of payment to the ordinary creditors, including depositors: 
    
  2011 2010
  £000 £000

GBP85.0 million Zero Coupon Bond  68,459 65,019 

GBP16.3 million Zero Coupon Bond  13,043 12,286 

GBP16.4 million Zero Coupon Bond  13,303 12,219 

GBP15.6 million Zero Coupon Bond  13,116 12,110 

  107,921 101,634 

On 12th December 2005 ABCIB issued a Subordinated zero coupon bond for £50 million repayable at par of £85.0 million 
on 14th December 2015.

On 21st December 2007 ABCIB issued a Subordinated zero coupon bond for £10 million repayable at par of £16.3 million 
on 31st December 2014.

On 30th June and 4th September 2008 ABCIB issued two Subordinated bonds for £10 million each repayable at par of 
£16.4 million and £15.6 million on 31st December 2014

The subordinated liabilities are due to the ultimate Parent undertaking.
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31. cALLeD Up shARe cApitAL

  2011 & 2010 2011 & 2010
  Authorised Issued

Ordinary shares of £1 each  300,000,000  182,296,000

The adequacy of ABCIB’s capital is monitored using, among other measures, the rules and ratios established by the Basel 
Committee on Banking Supervision and adopted by the Financial Services Authority (FSA) in supervising banks.

ABCIB’s policy is to maintain a strong capital base to support the development of its business and to meet regulatory 
capital requirements at all times. The principal forms of capital are called up share capital, equity shareholders’ funds and 
subordinated debt.

The FSA supervises ABCIB and as such receives information on the capital adequacy of ABCIB. The FSA requires each bank to 
maintain an individually prescribed ratio of total capital to risk-weighted assets taking into account both balance sheet assets 
and off-balance transactions. ABCIB complied in full with the FSA’s capital adequacy requirements during 2011 and 2010.

ABCIB’s capital is divided into two tiers:

Tier 1 capital comprises equity shareholders’ funds.

 Tier 2 capital comprises subordinated liabilities and allowance for collective impairment losses.

Subordinated liabilities may not exceed 50% of Tier 1 capital. 
  
Banking operations are categorised as either trading book or banking book and risk-weighted assets are determined 
accordingly. Banking book risk-weighted assets are measured by means of a hierarchy of risk weightings classified according 
to the nature of each asset and counterparty, taking into account any eligible collateral or guarantees.

Banking book off-balance sheet items giving rise to credit, foreign exchange or interest rate risk are assigned weights 
appropriate to the category of the counterparty, taking into account any eligible collateral or guarantees. Trading book risk-
weighted assets are determined by taking into account market related risks such as foreign exchange, interest rate position 
risks and counterparty risk. 

Capital structure

  2011 2010
  £000 £000

Tier 1 Capital  335,490 320,448
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31. cALLeD Up shARe cApitAL (cONtiNUeD)

Composition of regulatory capital

  2011 2010
  £000 £000

Tier 1 capital  335,490 320,448 

Tier 1 Capital ratio  14.6% 14.2% 
Tier 2 capital  48,335 59,755

Total regulatory capital  383,825 380,203

Risk-weighted assets

Banking book  2,252,488 2,222,923

Trading book  47,548 26,276

Total  2,300,036 2,249,199

Risk-weighted assets included in the totals above in respect of:

  - contingent liabilities  514,962 497,752

  - commitments  79,908 81,364

Risk Asset Ratio  % %

Total capital  16.7 16.9  

Tier 1 Capital  incorporates the profit for the respective years.

32.  eqUity shARehOLDeRs’ fUNDs

 Ordinary Profit and Fair value  
 share capital loss account reserve Total
 £000 £000 £000 £000

Brought forward at 1st January 2011 182,296 138,152 (13,244) 307,204

Profit for the year - 17,308 - 17,308

Actuarial loss recognised in pension scheme
  (net of deferred tax) (note 44) - (3,323) - (3,323)

Net unrecognised loss on available-for-sale
  investments and loans and advances - - (6,229) (6,229)

Corporation tax relating to change in fair value of
  available for sale investments and loans and advances - 1,056 - 1,056

Carried forward at 31st December 2011 182,296 153,193 (19,473) 316,016

Shareholders’ funds are all attributable to equity interests for 2011 and 2010.    
   
The fair value reserve comprises changes in fair value of available-for-sale investments and available-for-sale loans and 
advances, adjusted by the related deferred tax asset.

33. tRANsActiONs with DiRectORs AND OfficeRs

The aggregate amounts outstanding at 31st December under transactions, arrangements and agreements made by ABCIB for 
Directors and for officers, within the meaning of Schedule 9 to the Companies Act 2006, of ABCIB were nil (2010 - nil).
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34. cONtiNgeNt LiAbiLities AND cOMMitMeNts
    
Contract or underlying principal amount :  2011 2010
  £000 £000

Formal standby facilities, credit lines and other commitments to lend:

less than one year  113,021 174,421

Over one year  90,182 65,801

  203,203 240,222

At 31st December ABCIB was committed to making the following annual payments in respect of operating leases

 2011 2010
 Land and  land and 
 buildings Other buildings Other
 £000 £000 £000 £000

leases which expire:

  within two years 145 29 - 24

  within two to five years 731 18 735 55

  between five and ten years 2,089 - 2,085 -

35. fiNANciAL iNstRUMeNt cONtRActs

a) Derivative financial instruments
Derivative contracts are financial instruments that derive their value from an underlying rate or price. ABCIB has entered into 
various derivative contracts as principal, either as trading or hedging transactions. Trading transactions include all customer 
and proprietary transactions and related hedges. Hedging transactions comprise derivatives used to hedge specific interest 
rate mismatches and foreign exchange exposures. A description of ABCIB’s use of derivative instruments and an outline of 
its approach to risk management have been included in the Chief executive Officer’s report for the year.

The accounting treatment explained in Note 1.3(e) ‘Hedge accounting’ varies according to the nature of the item hedged 
and in compliance with the hedge criteria. Hedges entered into by ABCIB which provide economic hedges but do not meet 
the hedge accounting criteria are treated as ‘Derivatives held or issued for trading purposes’.

Netting has not been taken into consideration in the figures given below. None of these amounts are intended to give an 
indication of possible future gains or losses. Fair values are the amounts at which an asset or liability could be exchanged 
in an arm’s length transaction between informed parties, other than in a forced sale.

Forward and future contracts are contractual agreements to buy and sell a specified financial instrument at a specific price 
and date in the future. Forwards are customised contracts transacted in the over-the-counter market. Futures contracts are 
transacted in standardised amounts on regulated exchanges and are subject to daily cash margin requirements.

Swaps are contractual agreements between two parties to exchange movements in interest or foreign currency rates and 
equity indices, and (in the case of credit default swaps) to make payments with respect to defined credit events based on 
specified notional amounts.

In addition to derivative financial instruments, ABCIB uses foreign currency borrowings as hedges of certain foreign currency 
denominated equity investments (note 19). 

The table below shows the fair values of derivative financial instruments, recorded as assets or liabilities, together with 
their notional amounts. The notional amount, recorded gross, is the amount of a derivative’s underlying asset, reference 
rate or index and is the basis upon which changes in the value of derivatives are measured. The notional amounts indicate 
the volume of transactions at the year end and are indicative of neither the market risk nor the credit risk.  
    
Fair value has been determined using discounted cash flow models applying risk adjusted interest rates as appropriate. 
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35. fiNANciAL iNstRUMeNt cONtRActs (cONtiNUeD)

 2011 2010
   Notional   Notional
 FV -Assets FV -Liabilities amount FV -Assets FV -liabilities amount
 £000 £000 £000 £000 £000 £000

i) Derivatives held for trading
Forward foreign exchange contracts
  & Interest rate swaps

Total at 31st December 231 56  233,816 311 168 107,731

ii) Derivatives held as fair value hedges
Interest rate swaps & Swaptions

Total at 31st December 44,262 1,437  171,744  34,126 1,000 114,586 

ABCIB uses interest rate swap contracts to hedge against loans and advances to customers, deposits from customers and 
subordinated liabilities. The fair value of the hedging instruments is disclosed above. The main counterparty to these swaps 
contracts is the ultimate parent company.

iii) Hedged items
loans and advances to customers 1,505 1,437 91,744 562 1,000 34,586 

Deposits from customers and
  subordinated liabilities 42,757 - 80,000 33,564 - 80,000 

 44,262 1,437 171,744 34,126 1,000 114,586 

Deposits from customers and subordinated liabilities represent amounts due to the ultimate parent company. The critical 
terms of all hedging instruments and hedged items are matched.

Fair value adjustments in relation to hedged items are recorded under Other assets (note 23) and Other liabilities (note 
27) respectively.

iv) Fair Values
ABCIB’s trading book comprises solely foreign currency derivatives, which have been included in the balance sheet at fair 
value and disclosed in part (a)(i) of this note.

NOTES TO THE ACCOUNTS 
For the year ended 31 December 2011



57

35. fiNANciAL iNstRUMeNt cONtRActs (cONtiNUeD)

v) Interest rate repricing
The table below summarises the non-trading book mismatches of the dates on which interest receivable on assets and 
interest payable on liabilities are next reset to market rates or, if earlier, the dates on which the instrument matures. Short-
term debtors and creditors are included in the table below.

 2011

  More than More than More than 

 Not more 3 months 6 months 1 year More Non

 than  but not more but not more but not more than interest   

 3 months than 6 months than 1 year than 5 years 5 years bearing Total

 £m £m £m £m £m £m £m

Assets        

Cash and balances at central banks 61.2 - - - - - 61.2 

Certificates of deposit purchased 120.0 - - - - - 120.0 

Due from banks 584.0 127.5 117.8 7.1 - (5.2) 831.2 

loans and advances to customers 848.1 197.6 163.8 11.3 0.9 1.8 1,223.5 

Financial investments - available-for-sale 399.1 71.3 - -  - 4.2 474.6 

Other assets, prepayments and deferred
  tax asset - - - - - 108.5 108.5 

Fixed assets - - - - - 1.0 1.0 

Total assets 2,012.4 396.4 281.6 18.4 0.9 110.3 2,820.0 
       
Liabilities and shareholders’ funds       

Deposits from banks and other
  financial institutions 1,605.7 173.6 51.9 - - - 1,831.2 

Deposits from customers 184.3 2.8 1.0 - - -  188.1 

Other liabilities, accruals and
  pension liability - - - -  - 73.7 73.7 

Term borrowing and subordinated
  liabilities 303.0 - - 108.0 - - 411.0 

Shareholders’ funds - - - - - 316.0 316.0 

Total liabilities and shareholders’ funds 2,093.0 176.4 52.9 108.0 - 389.7 2,820.0 

Net position (80.6) 220.0 228.7 (89.6) 0.9 (279.4) 

Off balance sheet 13.2 - 60.3 (73.5) - - 

Interest rate sensitivity gap (67.4) 220.0 289.0 (163.1) 0.9 (279.4) 

Cumulative gap (67.4) 152.6 441.6 278.5 279.4 - 
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35. fiNANciAL iNstRUMeNt cONtRActs (cONtiNUeD)

 2010

  More than More than More than 

 Not more 3 months 6 months 1 year More Non

 than  but not more but not more but not more than interest   

 3 months than 6 months than 1 year than 5 years 5 years bearing Total

 £m £m £m £m £m £m £m

Assets        

Cash and balances at central banks 46.1 - -  - - - 46.1 

Certificates of deposit purchased 58.0 110.0 98.0 - - - 266.0 

Due from banks 1,425.7 34.3 42.9 13.5 (0.1) (0.5) 1,515.8 

loans and advances to customers 835.9 240.1 23.2 15.7 1.0 11.5 1,127.4 

Financial investments - available-for-sale 285.9 - - - - - 285.9 

Financial investments - held to maturity - - 8.5 - - - 8.5 

Other assets, prepayments and
  deferred tax asset - - - - - 77.4 77.4 

Fixed assets - - - - - 1.3 1.3 

Total assets 2,651.6 384.4 172.6 29.2 0.9 89.7 3,328.4 
       
liabilities and shareholders’ funds       

Deposits from banks and other
  financial institutions 2,246.1 31.9 49.8 - - - 2,327.8 

Deposits from customers 210.2 1.8 1.9 - - - 213.9 

Other liabilities, accruals and
  pension liability - - - - - 59.3 59.3 

Term borrowing and subordinated
  liabilities 318.5 - - 101.7 - - 420.2 

Shareholders’ funds - - - - - 307.2 307.2 

Total liabilities and shareholders’ funds 2,774.8 33.7 51.7 101.7 - 366.5 3,328.4 
       
Net position (123.2) 350.7 120.9 (72.5) 0.9 (276.8) 

Off balance sheet (79.2) 8.7 (8.8) 79.3 -  
       
Interest rate sensitivity gap (202.4) 359.4 112.1 6.8 0.9 (276.8) 

Cumulative gap (202.4) 157.0 269.1 275.9 276.8 - 
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36. fAiR vALUe Of OtheR fiNANciAL iNstRUMeNts

The table below shows a comparison by class of the carrying amounts and fair values of ABCIB’s financial instruments 
that are carried in the financial statements. The table does not include the fair values of non-financial assets and non-
financial liabilities.     
     
    unrecognised
  Carrying Fair gain/
 Measurement amount value (loss) 
 level £000 £000 £000

Financial assets

Certificates of deposit purchased 1 120,000 120,000 -

Due from banks 3 831,188 836,458 5,270

loans and advances to customers 3 1,223,504 1,241,159 17,655

Financial investments - available-for-sale 1 474,614 474,614 -

Financial liabilities
Deposits from banks and other financial institutions 3 1,831,184 1,825,316 5,868

Deposits from customers 3 188,139 188,049 90

Term borrowing 3 303,062 297,305 5,757

Subordinated liabilities 3 107,921 118,550 (10,629)

    24,011 
    
The financial assets and financial liabilities are classified into levels 1 to 3 using fair value hierarchy that reflects the 
significant inputs used in making the measurement. level 1 financial instruments have quoted prices in an active market 
for identical assets or liabilities. level 2 instruments have inputs other than quoted prices included within level 1 that are 
observable for assets or liabilities either directly or indirectly. level 3 financial instruments have inputs that are not based 
on observable market data. The following describes the methodologies and assumptions used to determine fair values for 
those financial instruments which are not already recorded at fair value in the financial statements.

For financial assets and financial liabilities that are liquid or having a short term maturity (less than three months) it is 
assumed that the carrying amounts approximate to their fair value. This assumption is also applied to demand deposits 
without a specific maturity, and variable rate financial instruments of high credit quality. 

The fair value of variable rate financial assets and liabilities is estimated using present value approaches where future cash 
flows from the asset or liability are estimated and then discounted using risk-adjusted interest rates estimated at 1.92% 
based on uSD lIBOr and uSD A rated bond spread.

The fair value of fixed rate financial assets and liabilities carried at amortised cost not hedged through fair value hedges is 
estimated by comparing market interest rates when they were first recognised with current market rates offered for similar 
financial instruments. The estimated fair value of fixed interest bearing deposits is based on discounted cash flows using 
prevailing money-market interest rates for debts with similar credit risk and maturity. For quoted debt issued, the fair values 
are calculated based on quoted market prices.

37. MARket AND LiqUiDity Risk

Market risk and liquidity risk are defined as follows:    
   
Market risk is the current or prospective risk to earnings and capital arising from adverse movements in interest rates, asset 
prices or foreign exchange rates in the trading book. This risk can arise from market making, dealing, and position taking 
in bonds, securities, currencies or derivative instruments.

liquidity risk is the risk that ABCIB, although solvent, either does not have available sufficient financial resources to enable 
it to meet its obligations as they fall due, or can secure such resources only at excessive cost.

ABCIB adopts an enterprise-wide coordinated approach to risk management and seeks to achieve the highest possible 
standards in overall risk management, monitoring and control.
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37. MARket AND LiqUiDity Risk (cONtiNUeD)

The corporate governance framework for risk management ensures appropriate controls, appropriate senior management 
oversight and thorough risk analysis and reporting conducted by an independent risk management team with the 
capabilities and resources to evaluate and monitor risk exposures and limits.

Management of market risk and liquidity risk are the day-to-day responsibility of the Treasurer with the oversight of the 
Head of risk Management. The Treasurer ensures that all of ABCIB’s obligations are met when due and that market risk 
and position limits are respected at all times. Compliance with market risk limits is monitored by the Internal Control 
Department, which reports to the Head of risk Management.

The Board risk Committee oversees the market risk management process. Market risk management and liquidity risk 
issues are also reviewed at the monthly Asset and liability Management Committee (“AlCO”), the members of which 
include senior management of ABCIB, chaired by the Chief executive Officer. AlCO reports via the Management Committee 
to the Board. All market risk limits (including Value at risk limits) are agreed by the Board risk Committee and AlCO.

ABCIB uses a comprehensive, aggregated risk measurement system based on a Value at risk (“Var”) methodology as the 
basis for monitoring and controlling market risk. end of day position data from the dealing system are interfaced directly 
to the Var model where risk sensitivities and valuations are computed. Var is calculated by the “historical simulation” 
methodology using a one-day risk horizon and a 99th percentile, single-tailed confidence interval. Daily losses are 
anticipated to exceed the Var once every hundred business days, on average. For information purposes, there is also a daily 
calculation of the consolidated Var for the entire asset/ liability book of ABCIB, including the banking and trading books.  
The Var model is used for internal risk management purposes only and it is not used for calculating market risk exposure 
reported to the FSA for capital adequacy purposes. Thus, the FSA has not reviewed ABCIB’s model.

To ensure that the Var model provides a fair assessment of the risk, a back testing sensitivity analysis is in place to compare 
Var predictions to profit/ loss outcomes. Additionally, a series of stress-testing scenarios are performed on the trading book 
to assess the effect on the market risk of severe market conditions. Stress-testing and back testing are reviewed by the 
Board risk Committee.

The limitations to Var are recognised within ABCIB at all levels. The key limitations are the use of historical data as 
an estimator for future price action and the assumption that open positions can be hedged within the specified one-
day holding period. Therefore, ABCIB subdivides market risk into key types for which foreign exchange risk, bond price 
risk and interest rate risk are the material categories. risk management for each category is fine-tuned by employing 
suitable sensitivity limits such as Basis Point Value limits (which measure the potential change in portfolio fair value for an 
instantaneous 0.01% rise in interest rates), stop-loss limits and open position limits.

Currently, ABCIB has a low risk appetite for market risk and trading is confined to standard market instruments with limited 
use of derivatives and no approved limits for option risk.

 2011 2010
 Maximum Minimum Maximum Minimum 
ABCIB’s Var exposures: £000 £000 £000 £000

Trading 218 - 69 -

Banking 14,003 2,116 10,179 1,401

Liquidity risk
liquidity risk is defined as the risk to ABCIB’s earnings, capital and solvency, arising from inability to meet contractual 
payment and other financial obligations on their due date, or inability to fund (at a reasonable cost) the asset book and 
business needs of the bank (and, by extension, the needs of its customers). This risk may or may not arise due to issues 
specifically related to the bank itself. 
 
ABCIB is fully compliant with the FSA liquidity rules introduced in 2010 and implementation of the FSA compliant liquidity 
buffer began in January 2011.
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ABCIB manages its liquidity risk actively, in view of the bank’s reliance on funding from connected parties, customers and 
bank correspondents. These deposits tend to be short-term but the bank has lengthened its deposit profile and diversified 
its funding through its medium-term funding facility from other banks. The bank’s approach to liquidity ensures that risks 
are mitigated by:

- No reliance on the general interbank market for funding.
- No reliance on volatile retail or corporate deposits.
- Ability to source funding from Arab World correspondent banks.
- Ability to source deposits from the ABC shareholders.
- Maintaining a reserve of marketable securities for sale or repo in need, in line with the FSA ”buffer” requirements.

liquidity, or availability of sufficient financial resources, is a core component of ABCIB’s management framework. In order to 
avoid unnecessary exposure to short-term funding as a means to meet its cashflow obligations, ABCIB uses a funding gap 
management process, maintains a system of highly liquid supplementary liquidity and operates a contingency funding plan.

Funding projections are made daily using data compiled by Internal Control Department and reported to the Treasurer who 
has responsibility for day-to-day liquidity management. ABCIB’s approach to liquidity monitoring involves a limit structure 
to control liquidity mismatches in particular time periods from “next day” through to “over 1 year”. The time bands have 
specific limits set on the maximum mismatch allowable in the periods “sight to 8 days” and “sight to one month” of 0% 
and -5% respectively. liquidity mismatches are calculated on the basis of the aggregate across all ABCIB branches of all 
assets and all liabilities, together with an allowance of 15% of undrawn commitments.

Funding gap control is supplemented by other analysis such as stress tests (including using prescribed risks from the 
FSA liquidity rules) and asset and liability concentration reports in order to ensure clear and timely communication of 
the structure and requirements of ABCIB’s funding operation. AlCO has primary responsibility for monitoring liquidity 
risk management.

There is an extensive daily reporting process for liquidity risk management, including stress tests, detailed deposit 
maturity information and asset drawdown analysis. Senior management of ABCIB is actively involved in assessment and 
management of the bank’s liquidity on a day-to-day basis to ensure that liquidity is available to support the business plan 
at all times.

Analysis of financial liabilities by remaining maturities
The table below summarises the maturity of ABCIB’s financial liabilities at 31st December 2011 based on contractual 
undiscounted repayment obligations. repayments which are subject to notice are treated as if notice were to be given 
immediately. However, ABCIB expects that many customers will not request repayment on the earliest date ABCIB could be 
required to pay and the table does not reflect the expected cash flows indicated by ABCIB’s deposit retention history.

 2011
  More than More than
 Not more 3 months 1 year
 than but not more but not more More than
 3 months than 1 year than 5 years 5 years Total
 £000 £000 £000 £000 £000

Financial Liabilities
Deposits from Banks, Customers, Term
borrowing and subordinated liabilities 1,812,528 476,250 159,590 - 2,448,368

 2010
  More than More than  
 Not more  3 months 1 year   
 than but not more but not more More than  
 3 months than 1 year than 5 years 5 years Total
 £000 £000 £000 £000 £000

Deposits from Banks, Customers, Term
borrowing and Subordinated liabilities 2,620,537 85,963 290,855 - 2,997,355
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38. cReDit Risk

Credit risk is the current or prospective risk to earnings and capital arising from an obligor’s failure to meet the terms of any 
contract with the institution or its failure to perform as agreed. Country risk (cross border or transfer risk), which is closely 
related to credit risk, is also included as part of credit risk management. Country risk encompasses the risk of loss caused 
by changes in foreign exchange controls and political or economic situations.

The main purpose of credit risk management is to maintain a sound and well-spread portfolio of credit risk assets, to ensure 
returns are commensurate with risk and to keep credit risk exposure to a permissible level relative to capital.

ABCIB has in place well defined policies and procedures for the identification, measurement and control of credit risk. 
embedded within these policies and procedures is a framework of management responsibilities. ABCIB’s credit management 
policy comprises clearly stated basic operating concepts, policies and standards.

The Board risk Committee oversees the credit risk management process. The corporate governance framework for credit 
risk management ensures appropriate controls, appropriate senior management oversight and thorough risk analysis and 
reporting conducted by a credit risk management team with the capabilities and resources to evaluate and monitor the 
exposures and limits.

ABCIB assesses the credit risk posed by each customer using an internal rating system and quantifies that risk for control 
purposes. The rating system sets a grading based on the creditworthiness of the obligor, taking into account financial 
and non-financial factors. A financial modelling system is used to derive the financial component of the obligor rating 
from financial accounts and peer group analysis. The risk asset portfolio is analysed and reviewed on the basis of ratings 
distribution. Obligor ratings are also a key input to ABCIB’s risk adjusted return on capital assessment model.

The risk asset portfolio is reviewed daily by the Head of risk Management using a number of different portfolio measures, 
such as geographical distribution, industry sector, maturity, risk rating, product type and large exposures. A selection of 
portfolio reports are also reviewed at every Board risk Committee meeting.

The business model of ABCIB is relatively straightforward and non-complex. The dominant business line is Trade Finance, 
within which transactions tend to be short-term and routine and market-standard in nature, with a low loss probability 
and inherent structural and documentary protections for ABCIB. The dominance of the Trade Finance business within 
ABCIB gives a short-term bias to the risk asset portfolio, which means that ABCIB’s exposure to longer-term credit risk is 
moderate and relatively easily managed. ABCIB does not undertake complex structured transactions and does not provide 
general working capital finance to borrowers. The risk asset portfolio is substantially transaction-based or project-related, 
meaning that ABCIB’s exposure to the general weakening of corporate credit risk covenants is modest. In addition to 
the management of credit risk, ABCIB holds collateral against a proportion of the exposures in the form of cash, bank 
guarantees and export credit agencies cover.

Industry exposure
The table below analyses the industrial spread of certificates of deposits purchased, due from banks, loans and advances to 
customers, financial investments - available-for-sale and financial investments - held to maturity.

 2011 2010
 £000 % £000 %

Financial institutions 1,653,115 62.4 2,159,806 67.4

Manufacturing 380,999 14.4 454,508 14.2

Construction 47,050 1.8 41,545 1.3

Trade 21,863 0.8 20,280 0.6

Governments 4,243 0.2 8,824 0.3

Other services 542,036 20.4 518,569 16.2

 2,649,306 100.0 3,203,532 100.0
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Country exposure
The table below analyses the geographical spread of certificate of deposits purchased, due from banks, loans and advances 
to customers, financial investments - available-for-sale and financial investments - held to maturity.

 2011 2010
 £000 % £000 %

uSA 426,875 16.1 164,048 5.1

Turkey 408,469 15.4 192,953 6.0

united Kingdom 327,019 12.3 679,647 21.2

Germany 222,089 8.4 112,532 3.5

France 170,758 6.4 199,896 6.2

Saudi Arabia 145,318 5.5 138,093 4.3

egypt 107,238 4.0 103,487 3.2

uAe 80,051 3.0 102,739 3.2

libya 68,371 2.6 41,985 1.3

Austria 58,305 2.2 131,748 4.1

Bahrain 49,081 1.9 188,307 5.9

Switzerland 45,915 1.7 29,042 0.9

Netherlands 41,687 1.6 70,015 2.2

Italy 33,919 1.3 126,726 4.0

Algeria 33,799 1.3 157,760 4.9

Ireland 27,710 1.0 32,919 1.0

Oman 26,889 1.0 104,727 3.3

Others 375,813 14.3 626,908 19.7

 2,649,306 100.0 3,203,532 100.0

Maximum exposure to credit risk without taking into account collateral and other credit enhancements

The table below shows the maximum exposure to credit risk for the components of the balance sheet, including 
derivatives. The maximum exposure is shown gross, before the effect of mitigation through the use of master netting 
and collateral agreements.

  2011 2010
  £000 £000

Certificates of deposit purchased  120,000 266,000 

Due from banks  831,188 1,515,763 

loans and advances to customers  1,223,504 1,127,312 

Financial investments - available-for-sale  474,614 285,939 

Financial investments - held to maturity  - 8,518 

Other assets  44,493 34,437 

  2,693,799 3,237,969

Contingent liabilities  1,284,219 1,581,122 

Commitments  203,203 240,222 

  1,487,422 1,821,344
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38. cReDit Risk (cONtiNUeD)

Collateral held as security

  2011 2010
  £000 £000

Cash collateral
loans and advances to customers  44,200 47,641 
Contingent liabilities  211,799 282,531

Banks and Credit Agencies
Due from banks  8,532 5,911 
loans and advances to customers  199,580 490,743 
Contingent liabilities  349,779 310,923 
Commitments  28,931 18,443

  2011 2010
  £000 £000

Risk concentration against individual counterparties
largest exposure to individual Bank before collateral *  182,794 230,160 
largest exposure to individual Bank after collateral  110,701 - 
largest exposure to individual customer before collateral  80,780 63,966 
largest exposure to individual customer after collateral  80,780 63,966 
largest exposure to other counterparty before collateral  273,346 - 
largest exposure to other counterparty after collateral  273,346 - 
* represents balance with a Central Bank    

Credit quality per class of financial assets  2011
  Financial 
  investments- 
 Loans and available-   
 receivables for-sale Total
 £000 £000 £000

Due from banks
Investment grade 479,935 - 479,935 
Sub investment grade 351,253 - 351,253 
Borrowers requiring caution - - - 
Total 831,188  - 831,188

Loans and advances to customers
Investment grade 215,963 - 215,963
Sub investment grade 969,607 - 969,607
Borrowers requiring caution 37,934 - 37,934
Total 1,223,504 - 1,223,504 

Financial investments - available-for-sale
Investment grade - 463,655 463,655 
Other Non-Investment grade - 10,959 10,959 
Total - 474,614 474,614

Certificates of deposit
Investment grade 120,000 - 120,000 
Total 120,000 - 120,000
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Credit quality per class of financial assets  2010
  Financial 
  investments - 
 loans and available-   
 receivables for-sale Total
 £000 £000 £000

Due from banks

Investment grade 1,356,602 - 1,356,602 

Sub investment grade 159,161 - 159,161 

Borrowers requiring caution - - - 

Total 1,515,763 - 1,515,763

loans and advances to customers

Investment grade 189,605 - 189,605 

Sub investment grade 872,767 - 872,767 

Borrowers requiring caution 64,940 - 64,940 

Total 1,127,312 - 1,127,312

Financial investments - available-for-sale

Investment grade - 285,939 285,939 

Total - 285,939 285,939

Certificates of deposit

Investment grade 266,000 - 266,000 

Total 266,000 - 266,000

Financial assets designated at fair value through profit and loss

Investment grade 8,518 - 8,518 

Total 8,518 - 8,518 

Borrowers requiring caution is an internal grading category which refers to obligors which need to be monitored with 
special attention primarily due to problematic or poor performance.

39. effective AveRAge iNteRest RAte

The effective average interest rate (effective yield) of a monetary financial instrument is the rate that, when used in a present 
value calculation, results in the carrying amount of the instrument. This rate is the historical rate for a fixed rate instrument 
carried at amortised cost and the current market rate for a floating rate instrument or an instrument carried at fair value

The effective average interest rates of ABCIB for various products denominated in Pound Sterling and uS Dollar (major 
dealing currencies) are as follows:

  2011 2010

 GBP USD EUR GBP uSD eur
 % % % % % %
 
Due from banks and loans and
  advances to customers 1.84 2.41 3.29 1.48 1.31 1.72

Financial investments -
  available-for-sale - 0.88 1.69  - 0.53 1.14

Deposits from banks and other
  financial institutions 0.90 0.49 1.08 0.71 0.45 0.89

Deposits from customers 0.87 0.41 0.94 0.53 0.35 0.67

Term borrowing 0.25 0.99 2.67 0.19 0.65 2.22
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39. effective AveRAge iNteRest RAte (cONtiNUeD)

Currency risk
Derivative instruments are used by ABCIB to hedge the risk of treasury losses arising out of mismatches in currencies of 
its asset and liability base. Any open positions are relatively small and are re-valued on a regular basis. Trading on the 
spot and forward foreign exchange markets is primarily client driven.

40. DeALiNg pROfits

  2011 2010
  £000 £000

Dealing profits are analysed as follows:

Foreign exchange gains and losses from financial assets and liabilities
  not at fair value through profit and loss  314 1,205 

Interest rate products  (3) 183

  311 1,388

41. Assets, LiAbiLities AND shARehOLDeRs’ fUNDs iN fOReigN cURReNcies

  2011 2010
  £000 £000

Denominated in sterling  608,465 631,633

Denominated in uS dollars  1,686,928 1,900,109

Denominated in other currencies  524,651 796,616

Total assets  2,820,044 3,328,358

Denominated in sterling  608,465 631,632

Denominated in uS dollars  1,686,928 1,898,983

Denominated in other currencies  524,651 797,743

Total liabilities and shareholders’ funds  2,820,044 3,328,358

ABCIB’s balance sheet consists entirely of monetary items, except for fixed assets totalling £978,000, which have been 
included as part of assets denominated in Sterling.

The above summary should not be considered as an indication of ABCIB’s exposure to foreign exchange risk due to the 
existence of compensating forward contracts held for hedging purposes as disclosed in note 35.

42. ULtiMAte pAReNt UNDeRtAkiNg AND pAReNt UNDeRtAkiNgs

The ultimate parent undertaking is the Arab Banking Corporation (B.S.C.) incorporated in the Kingdom of Bahrain. Copies 
of the group accounts of Arab Banking Corporation (B.S.C.) may be obtained from Arab Banking Corporation House, 1-5 
Moorgate, eC2r 6AB.

43. ReLAteD pARty tRANsActiONs

As ABCIB is a subsidiary of Arab Banking Corporation (B.S.C) and its accounts are publicly available, Group transactions have 
not been disclosed pursuant to the exemptions permitted in Financial reporting Standard 8.
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44. peNsiONs

ABCIB participates in a contributory defined benefit pension scheme known as the ABC International Bank plc uK retirement 
Benefits & life Assurance Scheme (“the Scheme”), providing benefits based on final pensionable salary. The assets of 
the Scheme are held separately from those of ABCIB and are administered by the Trustees of the Scheme who include 
employees of ABCIB. The Scheme is now closed to new entrants and the current active members are 48. The Scheme was 
closed to the future accrual benefits on 30th September 2010. ABCIB expects to contribute £915,000 to the Scheme during 
the year to 31st December 2012. All active members at this date became deferred members. All employees  are offered 
membership of a defined contribution scheme.

The valuation has been based on the most recent actuarial valuation carried out as at 30th September 2008, using the 
projected unit credit actuarial valuation method. The market value of the assets as at 30th September 2008 was sufficient to 
cover 69% of the then current value of the benefits accrued to that date, representing a gross Scheme deficit of £8,138,000. 
The total ABCIB and member contribution rate during 2011 was nil (2010: 32.8%) of pensionable salaries, which included 
employee contributions of 3% of pensionable salary (limited to the earning Cap where relevant).

The September 2008 valuation was updated by an independent actuary, to take account of the requirements of FrS 17 (using 
the projected unit method) in order to assess the liabilities of the scheme at 31st December 2011 and 31st December 2010. 
The actuaries assessed the value of the Scheme’s liabilities as at 30th September 2011 on curtailment. Scheme assets 
are stated at their market values at the respective balance sheet dates.

The main assumptions used by the actuary to assess the value of the liabilities were:

  2011 2010
  % per annum % per annum

Inflation  3.10 3.60

rate of increase in salaries  n/a n/a 
rate of increase of inflation linked pensions in payment  3.10 3.50

rate of increase for deferred pensions  2.50 2.50

Discount rates  4.90 5.70

The mortality rate is in accordance with Tables of Mortality PNMA00 and PNFA00 with long cohort adjustment based on 
individual year of birth and a minimum improvement of 1.25% per annum. The discount rate is calculated using the yield 
on AA- rated corporate bonds of terms greater than 15 years duration, but making an allowance for the difference in 
duration of the corresponding iBoxx Sterling over 15 year index and the duration of the Scheme’s liabilities.

The fair value of assets and expected rate of return on assets were:

 2011 2010
  Long term  long term
  rate of return  rate of return
 Fair value expected Fair value expected
 £m % £m %

Total value of assets 25.4 4.9 23.5 6.0
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44. peNsiONs (cONtiNUeD)

Movement in scheme deficit

 2011 2010 2009 2008
 £000 £000 £000 £000

Deficit in the Scheme after tax at 1st January (1,200) (7,077) (2,411) (5,798)

Contribution paid 915 4,250 910 900

Current service cost - (513) (445) (419)

Other finance income/ (charge) 15 (350) (733) (343)

Gain on curtailment - 1,450 - -

Actuarial (losses)/ gains (3,757) 2,342 (5,014) 3,673

Deficit in the plan at 31st December (4,027) 102 (7,693) (1,987)

Movement in deferred tax asset through STrGl 575 (425) 616 (424)

Movement in deferred tax asset through profit
  and loss account (141) (877) - - 

Net pension liability at 31st December (3,593) (1,200) (7,077) (2,411)

Amount charged to the profit and loss account

  2011 2010
  £000 £000

Current service cost  - 513

Amount debited to other financial charges

  2011 2010
  £000 £000

expected return on pension scheme assets  1,432 1,166 

Interest on pension scheme liabilities  (1,417) (1,516)

  15 (350)

Amount recognised in the Statement of Recognised Gains and Losses

 2011 2010 2009 2008 2007
 £000 £000 £000 £000 £000

Actual less expected return on assets (263) 140 701 (2,159) (80)

experience gain/ (loss) on liabilities (159) 528 (39) 1,943 (2,477)

Changes in assumptions underlying
  present value of liabilities (3,335) 1,674 (5,676) 3,889 870

Actuarial gain/ (loss) recognised
  in the Statement of Total recognised
  Gains and losses (3,757) 2,342 (5,014) 3,673 (1,687)

% of Scheme asset value at balance sheet date represented by:

 2011 2010 2009 2008 2007
 % % % % %

Actual less expected return on assets (1.0) 0.6 3.9 (11.9) (0.4)
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% of Scheme liability value at balance sheet date represented by:

 2011 2010 2009 2008 2007
 % % % % %

experience (loss)/ gain on liabilities (0.5) 2.1 (0.1) 9.0 (9.7)

Changes in assumptions underlying

  present value of liabilities (11.2) 6.7 (21.3) 18.1 3.4 

Actuarial (loss)/ gain recognised
  in the Statement of Total recognised
  Gains and losses (12.7) 9.4 (18.8) 17.1 (6.6)

45. OpeRAtiNg segMeNt iNfORMAtiON

For management purposes, ABCIB is organised into business units based on their products and has four reportable operating 
segments as follows:

Trade Finance    
Project and Structured Finance    
Treasury    
Others including Head Office

Management monitors the operating results of its business units separately for the purpose of making decisions about 
resource allocation and performance assessment. Segment performance is evaluated based on operating profit and 
loss account.

Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions with third parties. 

 Trade Project 
 Finance Finance Treasury Others Total
Year ended 31st December 2011 £000 £000 £000 £000 £000

Profit and loss account:

Net interest income 14,716 4,494 7,210 2,901 29,321 

Net fees and commission 23,320 639 (35) 498 24,422 

Other income 968 6 5,446 12 6,432 

Total operating income 39,004 5,139 12,621 3,411 60,175

Administrative expenses (16,468) (2,425) (2,022) (14,672) (35,587)

Provisions (813) (115) (3,090) (23) (4,041)

Profit/(loss) on ordinary activities before tax 21,723 2,599 7,509 (11,284) 20,547

Tax charge on ordinary activities (191) - - (3,048) (3,239)

Segment profit/ (loss) 21,532 2,599 7,509 (14,332) 17,308

Operating assets 1,050,790 342,705 762,503 664,046 2,820,044

Operating liabilities 611,557 38,222 1,448,562 721,703 2,820,044
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45. OpeRAtiNg segMeNt iNfORMAtiON (cONtiNUeD)

 Trade Project 
 Finance Finance Treasury Others Total
Year ended 31st December 2010 £000 £000 £000 £000 £000

Profit and loss account:

Net interest income 11,814 4,880 5,710 2,763 25,167 

Net fees and commission 28,061 1,233 (15) (789) 28,490 

Other income 281 174 1,108 637 2,200 

Total operating income 40,156 6,287 6,803 2,611 55,857

Administrative expenses (15,229) (2,550) (1,993) (11,535) (31,307)

Provisions - (1,551) - (3,461) (5,012)

Profit on ordinary activities before tax 24,927 2,186 4,810 (12,385) 19,538

Tax charge on ordinary activities - - - (5,790) (5,790)

Segment profit / (loss) 24,927 2,186 4,810 (18,175) 13,748

Operating assets 810,463 338,230 1,696,945 482,720 3,328,358

Operating liabilities 249,324 45,742 2,311,558 721,734 3,328,358  
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MANAGEMENT STRUCTURE

Abcib gROUp heAD Office

William Playle Chief executive Officer
Alexander Ashton Deputy Chief executive Officer
Paul Jennings Deputy Chief executive Officer
Peter Downham Head of Finance
David Holden Head of legal Affairs & Corporate Secretary
John Laird Head of Internal Audit
Robert Large Head of Compliance
Heather Rogers Head of Operations
Yvonne Sadowski Head of Human resources

Abcib gROUp pRODUct heADs

TRADE FINANCE
Paul Jennings Global Head of Trade Finance, ABC Group
David Lilley Head of european Trade Finance
Sami Bengharsa Head of Financial Institutions & Corporates - North Africa & the levant
Charlotte Wiltshire european Head of Distribution and Trading

pROJect AND stRUctUReD fiNANce

Julian Lynn Head of Project and Structured Finance

isLAMic fiNANciAL seRvices

Faisal Al Showaikh Head of Islamic Financial Services
Keith Leach Senior uK Islamic Financial Services Manager

tReAsURy

Paul Judge Head of Treasury

Abcib gROUp eUROpeAN bRANch MANAgeRs

PARIS BRANCH
Alexander Ashton General Manager

Frankfurt Branch
Gerald Bumharter General Manager

Milan Branch
Paolo Provera General Manager
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heAD Office (AND RegisteReD Office)

ABC International Bank plc
Arab Banking Corporation House
1-5 Moorgate, london eC2r 6AB uK
Tel: (44) (20) 7776 4000 (General)
Fax: (44) (20) 7606 9987 (General)

Abc international bank plc
bRANches

HEAD OFFICE AND LONDON BRANCH   

Arab Banking Corporation House
1-5 Moorgate, london eC2r 6AB uK
Tel: (44) (20) 7776 4000 (General)
Fax: (44) (20) 7606 9987 (General)
Treasury:
Tel: (44) (20) 7726 4091 (Dealing room)
Fax: (44) (20) 7606 1710 (Dealing room)
reuters Code: ABCl
Swift: ABCe GB 2l

William Playle
Chief executive Officer

PARIS BRANCH
4 rue Auber
75009 Paris
France
Tel: (33) (1) 4952 5400
Fax: (33) (1) 4720 7469
Swift: ABCOFr PP

Alexander Ashton
General Manager

FRANKFURT BRANCH
Neue Mainzer Strasse 75
60311 Frankfurt am Main
Germany
Tel: (49) (69) 71403- 0
Fax: (49) (69) 71403- 240
Swift: ABCA De FF

Gerald Bumharter
General Manager

MILAN BRANCH
Via Amedei, 8
20123 Milan
Italy
Tel: (39) (02) 863 331 
Fax: (39) (02) 86 450 117 
Swift: ABCO IT MM

Paolo Provera
General Manager

Abc international bank plc
MARketiNg Offices

UK & IRELAND
Station House, Station Court, rawtenstall
rossendale
lancashire
BB4 6AJ
uK
Tel: (44) (1706) 237 900
Fax: (44) (1706) 237 909

David Beeley

NORDIC REGION
Stortorget 18-20
Se- 111 29 Stockholm
Sweden
Tel: (46) 823 0450
Fax: (46) 823 0523

Klas Henrikson

TURKEY- REPRESENTATIVE OFFICE
eski Buyukdere Cad. Ayazaga Yolu Sok
Iz Plaza No:9, Kat:19, D:69
34398 Maslak, Istanbul
Turkey
Tel : (90) (212) 329 8000
Fax: (90) (212) 290 6891

Muzaffer Aksoy

MOSCOW- REPRESENTATIVE OFFICE
4th floor, 10 block C 
Presnenskaya naberezhnaya 
Moscow 123317, russia
Tel: (7) 495 651 6649
Fax: (7) 495 651 6696

Dmitry Kuryshev

ABCIB DIRECTORY
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ABC GROUP DIRECTORY

Arab Financial Services Company
B.S.C. (c)
PO Box 2152, Manama,
Kingdom of Bahrain
Tel: (973) 17 290 333
Fax: (973) 17 290 050
B. Chandrasekhar,
Chief executive Officer

iNteRNAtiONAL sUbsiDiARies

ABC International Bank plc
Head Office and London Branch
Arab Banking Corporation House
1-5 Moorgate, london eC2r 6AB, uK
Tel: (44) (20) 7776 4000
Fax: (44) (20) 7606 9987
William Playle
Chief executive Officer

ABC (IT) Services Ltd.
Arab Banking Corporation House
1-5 Moorgate, london eC2r 6AB, uK
Tel: (44) (20) 7776 4050
Fax: (44) (20) 7606 2708
abcits@arabbanking.com
John Bates,
General Manager

Banco ABC Brasil S.A.
Av. Pres. Juscelino Kubitschek, 1400
04543-000 Itaim Bibi
São Paulo – SP, Brazil
Tel: (55) (11) 317 02000
Fax: (55) (11) 317 02001
www.abcbrasil.com.br
Anis Chacur,
Chief executive Officer

heAD Office

Arab Banking Corporation (B.S.C.)
ABC Tower, Diplomatic Area,
PO Box 5698, Manama,
Kingdom of Bahrain
Tel: (973) 17 54 3000
Fax: (973) 17 533 163 / 17 533 062
http://www.arabbanking.com
webmaster@arabbanking.com

Hassan A. Juma
President & Chief executive
Tel: (973) 17 54 3200

Dr. Khaled Kawan
Deputy Chief executive
Tel: (973) 17 54 3367

Sael Al Waary
Group Chief Operating Officer
Tel: (973) 17 54 3707

Roy Gardner
Group Chief Financial Officer
Tel: (973) 17 54 3223

MeNA sUbsiDiARies

Arab Banking Corporation - Algeria
(ABC Bank, Algeria)
PO Box 367,
54 Avenue des Trois Freres Bouaddou,
Bir Mourad rais, Algiers, Algeria
Tel: (213) (21) 449 000 / 449 007 
/ 541 586
Fax: (213) (21) 541 122 / 541 604
information@arabbanking.com.dz
Noreddin Nahawi,
Managing Director

Arab Banking Corporation - Egypt (S.A.E.)
(ABC Bank, Egypt)
1, el Saleh Ayoub St., Zamalek,
Cairo, egypt
Tel: (202) 2736 2684 (10 lines)
Fax: (202) 2736 3614 /43
abcegypt@arabbanking.com.eg
Akram Tinawi,
Managing Director & CeO

Arab Banking Corporation (Jordan)
(ABC Bank, Jordan)
P.O. Box 926691, Amman 11190, Jordan
Tel: (962) (6) 5633 500
Fax: (962) (6) 5686 291
info@arabbanking.com.jo
Simona Sabella Bishouty,
Managing Director & CeO 

Arab Banking Corporation – Tunisie
(ABC Bank, Tunisie)
ABC Building, rue du lac d’Annecy,
les Berges du lac, 1053 Tunis, Tunisia
Tel: (216) (71) 861 861
Fax: (216) (71) 960 427 / 960 406 / 860 921
/ 860 835
abc.tunis@arabbanking.com
Ali Kooli,
General Manager

ABC Islamic Bank (E.C.)
ABC Tower, Diplomatic Area,
PO Box 2808, Manama,
Kingdom of Bahrain
Tel: (973) 17 543 342
Fax: (973) 17 536 379 / 17 533 972
Naveed Khan,
Global Head of Islamic Banking &
Managing Director
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Tunis (OBU)
ABC Building, rue du lac d’Annecy,
les Berges du lac, 1053 Tunis,
Tunisia
Tel: (216) (71) 861 861
Fax: (216) (71) 860 921/ 960 406
960 427
abc.tunis@arabbanking.com
Nour Nahawi,
resident Country Manager &
General Manager

Baghdad
Al Saadon St., Al Firdaws Square
National Bank of Iraq Building
Baghdad, Iraq
Tel: (964) (1) 7173774 / 7173776
717 3779/ 790 360 0518 (mobile)
info.iraq@arabbanking.com
Mowafaq H. Mahmood,
General Manager
Mobile: (964) 790 161 8048

New York
27th Floor,
600 Third Avenue
New York, NY 10016-1907, uSA
Tel: (1) (212) 583 4720
Fax: (1) (212) 583 0921
robert.ivosevich@arabbanking.com
robert Ivosevich,
General Manager

Grand Cayman
c/o ABC New York Branch

RepReseNtAtive Offices 

Abu Dhabi
10th Floor, east Tower at the Trade Centre
2nd Street, Abu Dhabi Mall,
PO Box 6689, Abu Dhabi, uAe
Tel: (971) (2) 644 7666
Fax: (971) (2) 644 4429
abcrep@emirates.net.ae
Mohamed el Calamawy,
Chief representative

Beirut
Berytus Parks
Block B, 2nd Floor
Minet el Hosn, Solidere
PO Box 11-5225
Beirut, lebanon
Tel: (961) (1) 970770 / 970432
Mobile: (961) (3) 724644
Fax: (961) (1) 985809
ghina.haddad@arabbanking.com 
Ghina Haddad,
Chief representative

Tehran
4th Floor West
No. 17 Haghani expressway
Tehran 15188, Iran
Tel: (98) (21) 8879 1105 / 8879 1106
Fax: (98) (21) 8888 2198
arabbanking.teh@parsonline.net
Abolfazl Mozaffarian,
Chief representative

Tripoli
That emad Administrative Centre Tower 5,
16th Floor, PO Box 91191, Tripoli, libya
Tel: (218) (21) 335 0226/
335 0227 / 335 0228
Fax: (218) (21) 335 0229
abc_rep_ly@lttnet.net
Mansour Abouen,
Chief representative

Singapore
9 raffles Place, #60-03 republic Plaza
Singapore 048619
Tel: (65) 653 59339
Fax: (65) 653 26288
kaheng.leaw@arabbanking.com 
Kah eng leaw,
Chief representative
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