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ABC International Bank plc (ABCIB or the Bank) was 

established in 1991 as a wholly-owned UK subsidiary of 

Bahrain-based Bank ABC.

Today, as then, the core thrust of ABCIB’s strategy is 

to enhance Bank ABC Group’s (the Group) international 

reach and capitalise on its firm wide synergies to serve 

its clients better, with a view to increasing the flows of 

trade and investments between Europe and the Middle 

East, North Africa and Turkey (MENAT).

ABCIB’s core business comprises Global Transactional 

Banking (GTB), Real Estate & Islamic Financial Services 

(RE), and Treasury & Financial Markets (TFM).

ABCIB’s aim is to provide its clients with innovative 

products and services, creative solutions and

operational excellence.

the Bank
About



Our Mission

To be the MENAT 
Bank of choice
for European 
clients.

A team 
committed to 
your success.

Our Promise



Core Values

Client Centric

We are committed to 
knowing our customers 
and developing long-
term relationships.

Consistent

We are trusted to deliver 
every time in the right way, 
demonstrating integrity to all 
our stakeholders. 

Collaborative

We work together as one 
team across our international 
network, providing a superior 
client experience.
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as of 31 December, 2021

2021
2020

Restated* 2019 2018 2017

Earnings - £’000

Net interest income 41,452 44,743 39,489 44,493 30,891

Net fees and commissions 15,486 23,983 38,300 37,098 32,241

Total operating Income 70,789 68,205 86,658 83,781 70,113

Profit before provision and tax 28,020 15,240 25,189 29,893 23,127

Impairment provision- net 410 (4,010) (4,580) (638) 379

Profit before tax 28,430 11,230 20,609 29,255 23,506

Net profit for the year 25,344 9,991 16,031 23,085 18,521

Financial Position - £’million

Total Assets 2,806 2,733 3,026 3,696 2,947

Loans and advances to customers 1,094 1,105 1,435 1,415 1,122

Loans and advances to banks 1,003 975 1,186 1,855 1,441

Debt investments – FVOCI 466 334 278 265 278

Shareholders’ funds  534 503 497 487 470

Ratios (%)

Profitability  

Cost: Income ratio 60% 78% 71% 64% 67%

Net profit as % of average shareholders’ funds 4.9% 2.0% 3.3% 4.8% 4.0%

Net profit as % of average assets 0.9% 0.3% 0.5% 0.7% 0.6%

Capital

Risk weighted assets (£’million) 2,498 2,398 2,825 2,941 2,574

Capital base (£’million) 460 443 545 537 525

Risk asset ratio – Tier 1 16.7% 16.4% 17.5% 16.6% 18.2%

Risk asset ratio – Total 18.3% 18.5% 19.3% 18.3% 20.4%

Average shareholders’ funds as % of average total assets 18.7% 17.4% 14.6% 14.4% 13.9%

Loans and advances to customers as a multiple of
shareholders’ funds (times)

2.0 2.2 2.9 2.9 2.4

Total debt as a multiple of shareholders’ funds (times) 3.7 3.7 4.3 5.8 4.5

Term borrowing (including Subordinated debt) as
a multiple of shareholders’ funds (times)

0.4 0.6 0.7 0.7 0.6

Assets

Loans and advances to customers as % of total assets 39.0% 40.4% 47.4% 38.3% 38.1%

Debt investments - FVOCI as % of total assets 16.6% 12.2% 9.2% 7.3% 9.4%

Impaired loans as % of gross loans 0.23% 0.28% 0.12% 0.46% 0.7%

Provision for impaired loans as % of impaired loans 31.8% 73.1% 80.9% 95.3% 97.0%

Loan loss provision as % of gross loans 0.7% 0.8% 0.5% 0.7% 0.9%

Liquidity

Deposits to loan cover (times) 1.8 1.7 1.5 2.0 1.9

Capitalisation £’million

Authorised 300.0 300.0 300.0 300.0 300.0

Issued, Subscribed and fully paid-up 212.3 212.3 212.3 212.3 212.3

* Restated. See note 37

Financial Highlights
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On behalf of the Board of Directors (the Board), and 

in my capacity as Chairman of the Board, I am pleased 

to present the Annual Report and Audited Financial 

Statements of ABCIB, for the twelve months ended 31st 

December 2021. 

This will be the first full year for which ABCIB is 

reporting standalone results that no longer include the 

contributions of its former European branch operations. 

The latter, following an October 2020 organisational 

restructuring, now independently present their financial 

statements under the aegis of ABCIB’s Paris-based 

subsidiary, Arab Banking Corporation S.A. (ABCSA). 

Consequently, and given that ABCIB’s 2021 and 2020 

income statements are not on a fully like-for-like basis, 

detailed comparative analysis is not presented.

Overview

Much as anticipated, 2021 - ABCIB’s 30th year of 

continuous operation since its establishment in 1991 - 

proved to be another highly challenging and demanding 

twelve months, in part reflecting the ongoing impact of 

the COVID-19 global pandemic. Whilst the Bank remained 

focussed on its long-standing strategic aim of supporting 

and facilitating trade and real estate investment flows 

between Europe and the MENAT (Middle East, North 

Africa and Turkey) region, it also undertook a number 

of important innovations and initiatives during the year. 

ABCIB invested in the further development of its product 

Saddek Omar El Kaber
Chairman

Directors’ 
Report

Much as
anticipated, 2021 -
ABCIB’s 30th year of 
continuous operation since 
its establishment in 1991 - 
proved to be another highly 
challenging and demanding 
twelve months, in part 
refl ecting the ongoing impact 
of the COVID-19 global 
pandemic.
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offerings, particularly in the digital space, enhanced its 

operational modalities and efficiencies and gave serious 

attention to addressing areas of growing regulatory -

and societal - concern including climate change and 

diversity in the workplace. The Bank was able to enhance 

client service levels throughout its operations, including 

developing an even closer working relationship with 

ABCSA, and continued to successfully leverage its niche 

product and geographic expertise, building further on 

its strategic alignment and connectivity with its parent, 

Bahrain-based Bank ABC Group (the Group). The Bank 

has shown great resilience throughout 2021 and the 

Board is confident that it remains on track to achieve its 

long-standing strategic goal of becoming the primary 

‘Bank of Choice’ for clients wishing to undertake business 

between Europe and the MENAT region.

I am pleased to be able to report that the Bank, which 

started the year in robust financial health and with a 

renewed and positive attitude to business, responded 

admirably to the testing conditions of 2021, turning 

potential challenges into opportunities and producing 

good results overall, particularly in terms of profitability. 

Each of its three core business streams of GTB, RE and 

TFM all contributed meaningfully and positively to this 

improved performance.

After the COVID-19 constrained financial outturn in 2020, 

the Bank generated strong levels of operating income in 

the twelve months to end-December 2021, totalling

£71 million, on a modestly increased balance sheet of

£2.8 billion, reflecting increased client activity and 

assisted by a cautiously calibrated business risk appetite. 

GTB produced strong results with earnings of £29.2 

million, equivalent to 41% of total Bank operating income, 

whilst RE prospered and maintained its position as the 

second largest contributor to total Bank income, with 

earnings of £24.7 million, equivalent to almost 35% of the 

total. TFM also continued to perform well, generating 

annual income of £6.1 million, around 9% of the Bank’s 

total 2021 outturn. These solidly performing frontline 

business operations together with a well-controlled 

cost base, greater operational efficiencies, and some 

improvements in asset quality allowed the Bank to 

report a materially enhanced 2021 pre-tax profit of £28.4 

million (noting that £10.8m was in relation to a gain in 

foreign exchange). These robust headline results were 

underpinned by the maintenance of strong capital and 

liquidity positions throughout the year and supported

at all times by effective risk management and

compliance processes.

The Board believes that the improved 2021 results 

are strongly indicative not only of the Bank’s ongoing 

operational resilience and robust fundamentals, but 

also an increase in market confidence enabled it to take 

better advantage of a somewhat more benign operating 

environment overall and rapidly evolving business 

opportunities. Inevitably, the COVID-19 global pandemic 

did continue to cast some shadow over 2021, creating 

at times difficult operating conditions for both the Bank 

and its clients, and the emergence of the Omicron variant 

in Q4 provided a stark reminder of the need to avoid 

complacency. Nonetheless, a sense of a ‘new normal’

did begin to emerge over the course of the year

allowing management to successfully redirect

energies to enhancing internal Bank processes and

strategic development. 

The Bank’s Operating Environment in 2021

ABCIB continued to be highly mindful of those aspects of 

its general operating environment which had particular 

influence on its day-to-day business activities and 

strategic plans as well as its prudential and regulatory 

compliance. Whilst the operating environment per se was 

typically beyond the control of ABCIB itself, the Bank was 

able to appropriately adapt and adjust internal practices 

These robust headline 
results were underpinned 
by the maintenance of 
strong capital and liquidity 
positions throughout the 
year and supported
at all times by eff ective 
risk management and
compliance processes.

13ABC INTERNATIONAL BANK PLC ANNUAL REPORT 2021



to changed conditions, enhancing its overall resilience 

and enabling it to more flexibly respond to and, where 

appropriate, take advantage of, opportunities arising 

from its evolving operating environment.

Developments with respect to the global economy, and 

those key regional European and MENAT countries 

which remain at the heart of ABCIB’s business activities, 

continued to be a key influence with respect to the 

Bank’s operating environment. Overall, the Bank faced 

broadly more benign global and regional operating 

conditions in 2021, albeit the year was characterised by 

bouts of volatility and uneven geographic distribution 

of the benefits of growth. The IMF estimated the global 

economy rebounded strongly in 2021, by some 5.9%, 

after a 3.1% contraction in the previous twelve months, 

with overall trade volumes up by over 9% in the year. 

Largely underpinned by the release of pent-up demand 

in advanced economies as COVID-19 restrictions 

eased as the year progressed, the rapid recovery was 

accompanied by sharp rises in global energy prices, 

to the particular benefit of hydrocarbons exporters. 

Although some growth momentum was lost in the fourth 

quarter, corresponding to an Omicron-led resurgence in 

COVID-19 cases and associated concerns and restrictions, 

global output is still below 2019 pre-pandemic levels, 

suggesting significant scope for further catch up in 

the months and years ahead. Advanced economies in 

Europe were a major contributor to the resurgent global 

economy and, notwithstanding some ongoing issues 

related to disruption of supply chains, the activity of the 

Bank’s European client base grew commensurately.

The MENAT region, incredibly diverse in economic and 

political structure and levels of development, inevitably 

saw divergent trends in 2021. The region’s hydrocarbon 

producers and exporters - including the Bank’s core 

market of Libya - certainly benefitted economically, 

and this was evident in growing trade, particularly LC 

business. Others in the region, including Turkey, faced 

more testing economic conditions. At a fundamental level, 

the last two years under the shadow of COVID-19 have 

at best stalled overall economic and political progress 

in many countries in the region, with sovereign risk still 

at relatively elevated levels overall. ABCIB continues to 

use its long-standing geographic expertise including an 

in-depth understanding of on-the-ground conditions 

in MENAT, assisted greatly by the extensive regional 

footprint and close collaboration with the wider Group, 

to mitigate the risks of doing business in these at times 

challenging jurisdictions. The Bank’s approach to Risk 

Management is elaborated further below. 

The Bank also faces ongoing demands with respect to 

its regulatory operating environment. The Bank has well-

developed internal structures and extensive monitoring 

procedures which continue to ensure that it remains 

within its regulatory capital and liquidity thresholds. 

However, the rise to prominence of broader issues of 

concern - both to regulatory authorities as well as wider 

society at large - including the likes of climate change 

and diversity in the workplace - have taken on a greater 

urgency and the Board is fully supportive of all the 

initiatives taken by the Bank in this regard. 

Of course, an additional layer of concern with respect 

to the Bank’s operating environment in the last two 

years has inevitably been related to the ongoing 

COVID-19 global pandemic. 2020 saw the introduction 

ABCIB continues to
use its long-standing 
geographic expertise 
including an in-depth 
understanding of on-the-
ground conditions in MENAT, 
assisted greatly by the 
extensive regional footprint 
and close collaboration
with the wider Group, to 
mitigate the risks of doing 
business in these at
times challenging
jurisdictions. 
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of dramatically changed behavioural and operational 

modalities and these have been further embedded and 

assimilated during 2021 to allow for a seamless transition 

to a ‘new normal’ operating environment. In particular, 

working practices have, in line with many industry peers, 

been made more flexible with options to partially work 

from home being fully integrated into Human Resources 

policy, whilst progress on digitalisation has assisted 

communications significantly. The UK government’s re-

introduction of ‘work from home’ guidelines in December 

2021 were adopted, with minimal disruption to business 

activity and client service levels, (these guidelines have 

been revoked with effect from the third week of 

January 2022).

Performance of the Bank

Having prioritised the protection of its capital position 

and the maintenance of liquidity throughout the 

uncertain times of 2020, the Bank started the current 

year in a robust state of financial health and with strong 

internal operational resilience, in part also reflecting the 

successful assimilation of the new behavioural norms and 

operating modalities that had previously been introduced 

to deal with the effects of the pandemic. The Bank and its 

staff, fully supported by the Group, and with experiences 

gained from the previous year, were able to react swiftly 

and adapt seamlessly to the challenges still posed by 

the uncertain course of the pandemic in 2021. Moreover 

ABCIB was able to respond positively to the opportunities 

created by the release of pent-up consumer and 

investment demand, improvements in business 

sentiment, surge in energy prices and a concomitant 

increase in client business activity. In consequence, not 

only did ABCIB’s overall results rebound but, as noted 

above, each of the Bank’s key business areas - GTB, RE 

and TFM - prospered.

Global Transaction Banking

During 2021, GTB reported buoyant earnings maintaining 

its position as the Bank’s leading business stream, 

contributing some 41% of total ABCIB operating income. 

Significant and transformative advances were made 

during the year in terms of introducing new digital 

platforms, rationalising operating structures and 

diversifying product offerings with a view to enhancing 

client service levels, raising efficiency and bolstering 

operational resilience.

The most important part of GTB activity continued to be 

documentary letter of credit (LC) business generating 

nearly half of all income. The unit successfully defended 

its market presence in its traditional geographies, 

particularly with respect to Libya and other key North 

African markets. The unit undertook an internal 

structural change in the third quarter of 2021 moving all 

its standard export LC operations to its parent in Bahrain, 

aligning itself with Group strategy of establishing a global 

hub and ‘centre of excellence’ for export LC processing. 

Providing higher levels of client service with improved LC 

turnaround times the move also generated efficiencies 

through economies of scale and strengthened GTB 

operational resilience, particularly in the face of pressures 

arising from surges in client business activity. Supply 

Chain Financing (SCF) continued to make good progress, 

with the finalisation of a number of high profile new 

transactions including a £60 million receivables purchase 

facility for a leading European white goods manufacturer. 

In November 2021, a new digital SCF platform went live 

with its first pilot. This front to back digital platform will 

hugely enhance the customer experience and bring 

efficiencies in this product to both client and bank as the 

platform is rolled out in full during 2022.

GTB’s corporate wholesale banking activity was 

reinvigorated in 2021 after the previous year’s rather 

cautious approach to new business lending. Working 

in cooperation with ABCSA and in close collaboration 

with the Group, the unit successfully implemented a 

new digital client on boarding platform, making it easier 

for clients to open and operate accounts, and there 

was further progress made towards diversification 

and expansion of product offerings. The unit continued 

to perform a valuable role in Global Trade Debt and 

Distribution (GTDD) activities, not just for ABCIB but for 

the Group as a whole, with distribution volumes reaching 

USD1.6 billion in 2021.

Real Estate & Islamic Financial Services

RE further consolidated its position as the second 

largest contributor to total Bank income with strong 

earnings in the year, equivalent to a near 35% share of 

the total. As in previous years, and playing to its in-house 

strengths and expertise, the business stream continued 

to focus its activity on commercial and residential real 

estate developments in prime London locations, with 

15ABC INTERNATIONAL BANK PLC ANNUAL REPORT 2021



financing provided using either Shari’a or, increasingly, 

conventional interest-based structures. 

The existing portfolio of real estate assets continued to 

perform and was closely monitored throughout the year. 

Assisted by a generally low borrowing cost environment 

and boosted by a (temporary) relaxation of SDLT (Stamp 

Duty and Land Tax), 2021 saw generally more buoyant 

residential property valuations - the UK House Price Index 

rising by 10.8% in the twelve months to December - and 

this underpinned an overall improvement in existing risk 

asset quality. No new credit issues emerged during the 

year and overall the risk profile of the portfolio remained 

within acceptable risk appetite levels despite some of 

the market uncertainties arising from the pandemic. 

Sustaining and growing the real estate portfolio remained 

challenging however, with ongoing (and constantly 

changing) COVID-19 travel restrictions constraining 

interest from international buyers and investors, 

including from the MENAT region. New business volumes 

remained at moderate levels overall, although two notable 

transactions include the unit’s £100m participation 

in two new prime London property developments, in 

collaboration with leading UK banks. The business stream 

also continued to offer the Bank’s clients Shari’a compliant 

trade finance, corporate treasury and other non-real 

estate related financial products.

Treasury & Financial Markets

TFM had a good year, with earnings of £6.1 million 

recorded in the twelve months ended 31st December 

2021, equivalent to some 9% of total ABCIB operating 

income, and the unit was once again instrumental in 

ensuring the Bank’s full compliance with its regulatory 

liquidity requirements throughout the year. As well as 

undertaking these vital corporate treasury functions, 

including managing ABCIB’s bank and customer deposit 

base, the unit is also tasked with generating income in 

its own right through financial product sales, in close 

alignment with Group strategy. Post-October 2020, the 

unit has also taken on the role of operating treasury 

functions on behalf of ABCSA. Earnings in the year were 

underpinned by a more efficient use of excess funds, 

more than counterbalancing a slightly slower than 

expected client usage of its digital FX platform, and 

slower than anticipated roll-out of financial product sales. 

TFM was also deeply involved with preparations for the 

ongoing transition from IBOR (Inter-Bank Offered Rates) 

to Risk Free Rates, collaborating closely with Group TFM, 

including through regular working groups and steering 

committees. The Bank reached the position of no further 

GBP LIBOR issuance by end-March 2021, in line with 

UK regulatory guidance, and in complying with further 

guidance from the regulators the Bank has not issued any 

new Libor referencing USD contracts from January 2022.

The Chief Executive, in his Report and Business Review 

which follows on pages 34 to 39 details further the 

operations of, and looks at the prospects for, the 

individual business streams.

Throughout the year ABCIB maintained strong capital 

and liquidity positions, such that the Net Stable Funding 

Ratio (NSFR) and Liquidity Coverage Ratio (LCR) at 

all times remained above statutory requirements, 

underpinning the Bank’s ability to fully undertake its day-

to-day business operations and strategic plans whilst 

ensuring the timely repayment of financial obligations as 

and when they fell due. 

Risk Management Approach and Policies

The Directors and Senior Management continue to 

view effective risk management as a core element of 

the Bank’s success, and a lens through which business 

activities and management decisions are evaluated. The 

associated risk management processes and procedures 

are kept under constant review, evolving to reflect 

best practice and to address changing business and 

regulatory conditions. The Bank’s risk and compliance 

architecture promotes strong adherence to regulatory 

requirements and provides confidence to all the 

Bank’s clients.

The Bank strives to identify, assess, and understand fully 

the risks that it takes on, and to maintain those risks at a 

level that is prudent and aligned with its stated business 

strategy and objectives. The Bank manages risk by 

taking action to change the risk factors that are within 

its control, or to moderate the impact that risk events 

will have on its target outcomes. This is supported by a 

robust risk assessment process, including comprehensive 

stress testing of the Bank’s financial position against 

key risks.

The Directors have carefully considered the levels and 

types of risk that the Bank is willing to assume in pursuit 

of its business objectives and have articulated that in 

a formal and comprehensive Risk Appetite Statement 

(RAS), which sets the consolidated risk boundaries within 
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themselves, seen as the first line of defence, supported 

by independent advice and challenge from a dedicate 

Operational Risk function (the second line of defence).

An important sub-component of operational risk are the 

risks relating to conduct, both that of the Bank’s staff 

and of its clients. That includes, but is not limited to, 

compliance with regulatory requirements including those 

around the prevention of financial crime. All aspects of 

financial crime are managed within the parameters of an 

appropriate Financial Crime Framework, encompassing 

governance, monitoring and reporting.

The Bank has given due consideration to the potential 

impact of the uncertainty arising from the ongoing 

geo-political situation in Ukraine and Russia, in the 

determination of the expected credit loss (“ECL”), its 

overall business model and any related financial crime 

implications. The Bank currently does not have any 

credit appetite to increase direct exposure to Russian 

counterparties and has no current direct correspondent 

banking activity with Russian financial institutions. From 

an ECL perspective the overall exposure (after insurance 

indemnity) is considered immaterial and the Bank will 

continue to monitor the wider economic impact. From a 

financial crime perspective the Bank conducts enhanced 

transaction due diligence where there is a Russian/

Ukrainian affiliation.

which the Bank operates. In setting those boundaries the 

Directors have also considered fully the requirements

of regulation.

To support the setting of thresholds for key financial risks, 

the Bank also has in place an Internal Capital Adequacy 

Assessment Process (ICAAP) and Internal Liquidity 

Adequacy Assessment Process (ILAAP). The insights from 

those processes allow the Bank to manage its capital and 

liquidity risk in an effective and prudent manner.

The management of credit risk is central to the 

Bank’s business model, and the Bank has established 

comprehensive risk management procedures and limit 

structures to monitor and control credit exposures 

across multiple risk dimensions including the total 

exposure to related counterparties, and exposure 

concentrations to specific countries and industries. 

The Bank also considers the financial risks arising from 

climate change as part of its ICAAP assessment and is 

now in the process of assessing how to further embed 

that into its monitoring and management processes for 

credit risk, and into longer-term planning for its business. 

The Bank has not identified a material financial reporting 

risk related to climate change as at year-end, due in part 

to the predominantly short-dated nature of the portfolio.

ABCIB also manages the liquidity and market risks that 

arise as part of its normal business operations. The 

Bank monitors those risks closely on a daily basis and 

an intra-day basis, to ensure that it meets all its financial 

obligations as and when they fall due, and that market 

positions are maintained within strict limits at all times. 

ABCIB continually monitors its positions against the limits 

that it has set and uses standard market risk mitigation 

strategies and techniques to manage the risks arising 

in its investment and, minimal, trading book. In addition 

the Bank gives due consideration to its defined benefit 

pension scheme to ensure there is an appropriate 

recovery plan in place to fund the deficit as duly agreed 

with the Trustees of the scheme.

As well as the financial risks intrinsic to its business 

model, ABCIB also faces various non-financial risks as 

a result of its normal operations, and the Bank has in 

place an Operational Risk Management Framework 

to identify, quantify, and address those risks. The 

objective of that framework is to maintain operational 

risks within targeted levels which are consistent with 

the Bank’s overall risk appetite. Operational risks within 

ABCIB are owned and managed by the business units 

ABCIB continually monitors 
its positions against the 
limits that it has set and 
uses standard market risk 
mitigation strategies and 
techniques to manage 
the risks arising in its 
investment and, minimal, 
trading book. 
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Streamlined Energy and Carbon Reporting (SECR)

The UK government’s Streamlined Energy and Carbon 

Reporting (SECR) policy was implemented on 1 April 2019, 

when the Companies (Directors’ Report) and Limited 

Liability Partnerships (Energy and Carbon Report) 

Regulations 2018 came into force. 

ABCIB meet SECR qualification criteria in the UK. ABCIB 

have opted to use the Operational Control boundary 

definition to define their carbon footprint boundary. The 

reporting period for the compliance is 1st January 2021 

– 31st December 2021. Included within that boundary 

are Scope 1 & 2 emissions, as well as Scope 3 emissions 

from gas, electricity, company fleet and grey fleet in the 

UK. The GHG Protocol Corporate Accounting & Reporting 

Standard and UK Government’s GHG Conversion Factors 

for Company Reporting have been used as part of carbon 

emissions calculation. 

The results show that ABCIB’s total energy use and 

total gross Greenhouse Gas (GHG) emissions amounted 

to 1,735,654kWh and 361 tonnes of CO2e respectively 

in the 2021 financial year in the UK. Within the financial 

year, the Bank purchased 100% green electricity for its 

Moorgate office which reduced their Indirect (Scope 2) 

emissions by 289 tonnes during the reporting year. This 

electricity and gas supply is backed up with Renewable 

Energy Guarantee of Origin (REGO) and Renewable Gas 

Guarantee of Origin (RGGO) certificates. The Bank has 

chosen ‘Tonnes of CO2e million turnover’ as an intensity 

metric as this is an appropriate metric for the business. 

The Bank will compare their performance over time 

with this metric. The intensity metric for the financial 

year 2021 was 5.1 tCO2e/m£ compared to 6.3 CO2e/

m£ in 2020. Below is the energy consumption and GHG 

emissions summary table as well as the table outlining 

the year on year analysis.

*In SECR reporting there are two reporting approaches: ‘location-based’ 

and ‘market-based’. Location based reporting is the mandatory method 

and uses grid average figures (a mix of renewable and non-renewable 

fuels). A market-based reporting approach can also be used when 

companies have entered into contractual agreements for renewable 

electricity (e.g. REGO’s). Reporting on renewable energy and associated 

Type of Emissions Activity kWh tCO2e % of Total

Direct (Scope 1)

Natural Gas 315,359.2 58.0 16.1%

Company Fleet 0.0 0.0 0.0%

Subtotal 315,359.2 58.0 16.1%

Indirect (Scope 2) Electricity 1,359,254.7 288.6 80.0%

Subtotal 1,359,254.7 288.6 80.0%

Indirect Other (Scope 3) Grey Fleet 61,040.2 14.2 3.9%

Subtotal 61,040.2 14.2 3.9%

Total Energy Use (kWh) 1,735,654.1

Total (Location-based*) Gross Emissions (tCO2e) 360.8

Renewable Electricity (tCO2e) 288.6

Total (Market-based*) Gross Emissions (tCO2e) 72.2

Gross Turnover (m£) 71.0

Tonnes of Gross CO2e per m£ 5.1

emissions is not a mandatory requirement under the SECR legislation but 

it is possible for organisations to use dual reporting if they wish to reflect 

their consumption of renewable energy. In this SECR a dual reporting 

approach has been used to take account for both location based and 

market based reporting. 
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Type of Emissions Units 2021 2020 YOY% Change

Direct (Scope 1)
(kwh)

(tCO2e)

(kwh)

(tCO2e)

(kwh)

(tCO2e)

315,359.2 334,957.9 -5.9%

58.0 61.6 -5.9%

Indirect (Scope 2) 1,359,254.7 1,477,447.8 -8.0%

288.6 344.5 -16.2%

Indirect Other (Scope 3) 61,040.2 4,071.2 >100.0%

14.2 1.0 >100.0%

Total Energy Use (kWh) 1,735,654 1,816,477 -4.5%

Total Gross Emissions (tCO2e) 361 407 -11.3%

Renewable Electricity (tCO2e) 289 331 -12.7%

Total Net Emissions (tCO2e) 72 76 -5.3%

Tonnes of Gross CO2e per m£ 5.1 6.3 -19.0%

Furthermore, the Bank engaged with ENGIE to comply 

with ESOS regulation in 2019. ENGIE identified a number 

of energy efficiency measures for Moorgate office which 

is expected to result in an 127,154kWh saving in energy. 

The Bank is currently working on an implementation plan 

for these efficiency measures as follows:

• Upgrading current lighting to LED lightings

• Installing Variable Speed Drives on fans 

and pumps

• Installing boiler optimisation on the central boiler

Disclosure of Information to the Auditor

The Bank’s 2021 Financial Statements have been audited 

by KPMG LLP. The Directors confirm that there is no 

relevant information of which the Bank’s auditors 

are unaware.

Furthermore, the Directors advise that they have 

taken the steps that they ought to have taken to make 

themselves aware of any relevant information and to 

establish that the auditors are aware of such information. 

Accounting Policies

The Bank prepares its financial statements under UK 

GAAP - incorporating Financial Reporting Standard 101 

‘Reduced Disclosure Framework’ - and the Directors 

confirm that there have been no material changes to 

Accounting Policies during the current financial year.

Going Concern

The Directors believe that it continues to be appropriate 

to adopt the going concern basis in the preparation and 

presentation of the Bank’s annual financial statements, 

as they are satisfied that the Bank have the resources 

to continue in business and that there are no material 

uncertainties that could cast significant doubt over 

its ability to continue as a going concern for a period 

of at least 12 months from approval of the financial 

statements. In making this assessment, the Directors 

have considered a wide range of information relating to 

present and future conditions and that the Bank has the 

resources in place that are required to meet its ongoing 

regulatory requirements. 

19ABC INTERNATIONAL BANK PLC ANNUAL REPORT 2021



Directors’ Interests

None of the Directors had any interest in the shares of 

the Bank during 2021 and no option to purchase shares 

was granted to any Director during the year. Details 

of the current composition of ABCIB’s Board - which 

remained unchanged throughout 2021 - are provided in 

full on pages 28 to 29.

Directors’ Indemnities

As in previous years, the Bank maintains an appropriate 

Directors’ and Officers’ Liability Insurance Policy. In 

accordance with the Bank’s Articles of Association, the 

Board may at its discretion also indemnify Directors, 

from the assets of the Bank, against any costs or liability 

incurred as a result of their office, to the extent permitted 

by law. Neither the insurance policy nor any indemnities 

that may be granted provide cover for fraudulent or 

dishonest actions by the Directors. However, costs 

may be advanced to Directors for their defence in 

investigations or legal actions. 

Other Declarations

With respect to the payment of suppliers, it continues 

to be the policy of the Bank to make such payments 

within the agreed period from the date of the supplier (s) 

invoice (s).

ABCIB did not pay a dividend in 2021 (2020: nil). However 

a final dividend relating to the year ended 31st December 

2021 amounting to £7.27m was approved by the Board 

on 17th March 2022.

The Bank maintains a fully compliant stance with respect 

to the 2015 Modern Slavery Act and a regularly updated 

statement in this regard may be found on the Bank’s 

website (www.bank-abc.com).

ABCIB wholly embraces both the concept of and the 

need for the practical implementation of greater diversity 

within the workplace and is giving increased attention to 

this area of human resource management.

ABCIB is well positioned to face the challenges and 

uncertainties of the coming twelve months and, indeed, 

beyond. The Bank has proven to be both resilient 

and adaptable and able to demonstrate a continuing 

appetite for business in keeping with its long-standing 

areas of expertise and commensurate with its core 

strategies and those of its parent, the wider Group. This 

has been well illustrated by the recovering and robust 

financial performance exhibited in 2021, maintaining 

inherent capital strength and fulfilment of all key 

regulatory parameters. The Bank has worked hard 

to retain client confidence and support, successfully 

introducing advances in digitalisation and raising 

operational efficiency. ABCIB continues to address 

and make headway with respect to emerging areas 

of regulatory concern, including operational resilience, 

climate change and diversity in the workplace. Whilst 

much remains uncertain with respect to the year ahead, 

the Bank’s strong fundamentals and growing business 

momentum is a reassuring one. The Board is confident 

that ABCIB continues to be well placed to appropriately 

take advantage of recovering trade and business 

opportunities and to further improve its financial results 

and shareholder returns. 

The Bank has proven
to be both resilient and 
adaptable and able to 
demonstrate a continuing 
appetite for business in 
keeping with its long-
standing areas of expertise 
and commensurate with
its core strategies and 
those of its parent, the 
wider Group. 
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In June 2021 Mr Rajeev Adrian, formerly Acting Chief 

Executive, was appointed Chief Executive Officer of 

ABCIB. All my fellow Board members and I are delighted 

at his appointment and offer him our full support and 

best wishes. Overall staffing levels increased modestly, 

with the number of permanent employees standing

at 219 on 31st December 2021 (214 at end-2020),

although there were some significant changes at

departmental levels.

On behalf of the Board I offer sincere thanks to all the 

Bank’s management and staff, in all areas of operations, 

for their continuing commitment to the success of the 

Bank - and indeed, that of the wider Group - and for their 

consummate professionalism throughout another year in 

which the COVID-19 pandemic has continued to challenge 

aspects of both our personal and professional lives. 

Approved by the Board and authorised for issue on

19th April 2022.

In June 2021 Mr Rajeev 
Adrian, formerly 
Acting Chief Executive, 
was appointed Chief 
Executive Offi  cer of 
ABCIB. 

Saddek Omar El Kaber
Chairman
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On behalf of the Board I am pleased to present ABCIB’s 

Strategic Report for 2021. This report outlines the 

current operational structure of the Bank and presents 

its broad strategic remit and objectives in the context of 

its particular business model, activities and operational 

risk environment. A Review of the Business for the 

2021 financial year is also presented, together with a 

concluding outlook. 

Structure, Strategy and Objectives

The Bank is regulated and supervised by the UK’s 

Financial Conduct Authority (FCA) and Prudential 

Regulation Authority (PRA) and currently operates 

from its Head Office in London and through its Turkish 

Representative Office in Istanbul. Since October 2020, and 

in response to the United Kingdom’s withdrawal from the 

European Union, the Bank’s former branch operations 

in Paris, Frankfurt and Milan have been re-incorporated 

into a 99.99% ABCIB-owned subsidiary, ABCSA, based in 

Paris. ABCSA has an independent management team and 

Board and reports its own audited financial statements 

separately. Whilst legally distinct, the two units co-

operate closely and work largely in tandem, sharing 

the same strategic goals and aspirations, including full 

alignment with Group operations and strategy. 

ABCIB itself remains a wholly-owned subsidiary of 

Bahrain-based Bank ABC Group, a large and prominent 

investment grade pan-Arab banking institution with 

an extensive on-the-ground MENAT footprint covering 

Saddek Omar El Kaber
Chairman

Strategic 
Report

The Bank is
regulated and
supervised by the UK’s 
Financial Conduct Authority 
(FCA) and Prudential 
Regulation Authority (PRA) 
and currently operates from 
its Head Offi  ce in London 
and through its Turkish 
Representative Offi  ce
in Istanbul.
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Bahrain, Algeria, Libya, Tunisia, Egypt, Jordan, and 

the UAE (Dubai). In addition to its European reach, 

including Turkey, the Group has a presence in other 

key international financial centres including in the USA, 

Brazil and Singapore. The Group is in turn jointly owned 

by the Central Bank of Libya (59.37%) and the Kuwait 

Investment Authority (29.69%), and is licensed and 

regulated by the Central Bank of Bahrain.

ABCIB’s original strategic remit has been, and continues 

to be, that of supporting and facilitating trade and 

investment flows between Europe and the MENAT 

region. In so doing it acts as the European ‘face’ of the 

Group and is the primary interface between the Group’s 

European and Arab World clients. ABCIB provides 

significant value add to the Group in terms of raising the 

latter’s international profile, widening its global footprint 

and diversifying its earnings streams. Moreover, the 

Group is able to leverage the specific product knowledge 

and expertise within ABCIB, to the benefit of its wider 

regional and global operations, and London currently 

remains the Group’s global hub and centre of excellence 

for both RE business and GTDD activity. Whilst the 

strategic direction of ABCIB has remained broadly 

unchanged - with ultimate aspirations of becoming 

nothing less than the ‘Bank of Choice’ for European / 

MENAT business flows - operational modalities have 

evolved over time. The traditionally pre-eminent trade 

role is now fully integrated within the GTB function. In 

addition the Bank continues its focus on UK commercial 

and residential real estate development projects. Recent 

years have witnessed increased collaboration with the 

Group in its global operations and strategic journey, 

most notably in the wholesale and transactional banking 

sphere, with mutually beneficial synergies exploited as 

and when opportunities arise. Having experienced the 

mutual benefits, both quantitative and qualitative, of this 

operational closeness, further enhancing connectivity 

with overall Group strategic development is now a key 

objective of ABCIB going forward.

One of the Bank’s fundamental aims has always been 

to provide timely, innovative and bespoke financing 

solutions, specifically tailored to each client’s diverse 

individual business needs, whilst at the same time 

striving to maintain the highest quality customer service 

levels. Ongoing investment in the development of digital 

platforms to enhance client experiences and raise 

operating efficiency is increasingly integral to the Bank’s 

business strategy. ABCIB remains wholly committed 

to operating within all its prudential and regulatory 

thresholds and to maintain a risk and compliance 

architecture and culture of the highest order of

integrity, and one which can inspire confidence in all

its key stakeholders.

Business Model and Operations

As a mid-sized financial intermediary with a niche 

MENAT geographic orientation and distinctly focussed 

product range, ABCIB operates a streamlined and 

relatively uncomplicated business model, operationally 

spearheaded by its three core business streams of 

GTB, RE and TFM. Operations are undertaken and 

structured using both Shari’a and conventional interest-

based financing modalities as befits client needs and 

preferences. The business model of the Bank, at its most 

fundamental level, is predicated on a formal ‘originate, 

structure, distribute’ framework which optimises the 

innate strengths of the Bank. This model takes full 

advantages of the Bank’s close relations with its wide 

client base and in-depth market knowledge (i.e. the 

origination element), gives full credence to in-house 

product expertise and the ability to work with both 

Shari’a as well as conventional financing modalities (i.e. 

the structuring role) whilst supporting risk mitigation

and capital and liquidity management as well as

opening up possibilities to leverage clients’ wider

MENAT and non-MENAT business opportunities

(i.e. the distribution aspect).

ABCIB’s original
strategic remit has
been, and continues
to be, that of supporting 
and facilitating trade
and investment fl ows 
between Europe and
the MENAT region.
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Global Transaction Banking

Within GTB, international trade remains the core activity. 

Moreover, LC business - still of particular importance for 

ABCIB’s core North African markets such as Libya, with 

Turkish flows also playing a prominent part, continue 

to account for almost half of the unit’s annual earnings. 

However, in addition to export and import LCs, GTB offers 

a well-diversified range of other products of specific 

relevance to international trade including guarantees and 

contract bonding, pre-export financing, forfaiting, Trade 

Lending, and SCF products, typically insurance-backed 

receivables financing facilities. As in other areas of the 

Bank, progress continues to be made with widening the 

availability of digital solutions, most recently with the 

inauguration of a digital SCF platform in November 2021. 

The unit’s GTDD operations, is tasked with appropriately 

structuring and packaging assets - typically, although 

not exclusively, trade finance assets which ABCIB and 

the wider Group have originated - which are then 

distributed and sold to investors and counter-parties 

in the secondary asset markets. As well as generating 

income in its own right, GTDD’s activities are a valuable 

risk mitigation tool, as well as aiding capital and liquidity 

management and, through distribution, GTDD is able 

to leverage clients’ MENAT and, indeed, non-MENAT 

business opportunities without blocking scarce internal 

country limits. 

Traditionally geared towards financial institution 

relationship banking, GTB is now expanding its direct 

involvement with the corporate sector and actively, 

enlarging its corporate client base. A new client on-

boarding digital platform was successfully introduced in 

the year, streamlining procedures and enhancing client 

experience. The provision of a wider range of wholesale 

and transactional banking products, in synchronisation 

with Group strategic direction, will include targeting 

corporate clients’ broader cash management and 

financing needs and is seen as an important way in 

which GTB can diversify its income streams and further 

underpin operational resilience moving forward.

Real Estate & Islamic Financial Services

RE is the main area of the Bank which fulfils ABCIB’s 

strategic remit to support and facilitate investment flows 

between Europe and the MENAT region. In partnership 

with other leading banks, the unit focusses on sourcing 

and structuring - using both Shari’a compliant and 

conventional interest-based financing - UK commercial 

and residential real estate developments, largely in 

prime central London locations, which are of potential 

interest to Arab World investors. Combining both in-house 

expertise, built up over many years, of the UK real estate 

market together with an intimate knowledge of the risk 

appetites and investment preferences of the Bank’s - and, 

indeed, Group’s - extensive Arab World client base, the 

unit has successfully expanded its operations and been 

formally recognised as the Group’s global hub and centre 

of excellence for real estate business. Whilst originally 

gaining its reputation in the sphere of Shari’a structured 

financings, the unit is now more involved in conventional 

interest-based offerings and although some geographical 

diversification has been undertaken, prime central London 

remains the unit’s core strength and of most interest 

and relevance to its particular investor base. Residential 

developments have traditionally accounted for the 

bulk of the unit’s real estate asset portfolio, although a 

diversification into more mixed use and income generative 

development projects has been successfully undertaken. 

The unit also provides clients with a broad range of 

Traditionally geared 
towards fi nancial 
institution relationship 
banking, GTB is now 
expanding its direct 
involvement with the 
corporate sector and 
actively, enlarging its 
corporate client base.
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Shari’a compliant non-real estate related products, 

notably in the areas of international trade, corporate 

finance and TFM, although this remains as yet a very 

modest proportion of the unit’s overall earnings.

Treasury & Financial Markets

Treasury undertakes a vital dual role within ABCIB, 

balancing Corporate Treasury functions - with those 

of Treasury Financial Markets in which it acts as a 

standalone income-generating unit in its own right. 

Its important Corporate Treasury role revolves 

around its responsibility, on a continuous basis, for 

ensuring compliance with the Bank’s regulatory 

funding requirements, particularly with respect to the 

maintenance of appropriate Net Stable Funding Ratios 

(NSFR) and Liquidity Coverage Ratios (LCR). Integral 

to this the unit manages overall bank and corporate 

deposits with a view to ensuring stable and appropriately 

diversified funding sources. Excess liquidity is placed 

directly into the money markets in order to generate 

positive returns for the Bank. The team also manage a 

portfolio of investment grade marketable securities in 

addition to the Bank’s required HQLA portfolio. Separate 

from these activities, the unit is tasked with generating 

income through its standalone Financial Market 

operations whereby it provides the Bank’s corporate 

clients with foreign exchange services, including through 

its digital forex dealing platform, as well as other 

treasury-related financial market products. In close 

collaboration with Group TFM, the unit has been heavily 

involved throughout the year with the IBOR transition 

process and has successfully achieved regulatory 

deadlines for withdrawal from LIBOR benchmarking.

Review of the Business

The 2021 financial year is the first full twelve-month 

period for which the Bank is reporting standalone results 

which no longer include the contributions of its former 

European branch operations. As a result there is no 

like-for-like comparability between ABCIB’s current and 

previous years’ income statements and therefore direct 

comparisons are not meaningful.

In another challenging year in which the COVID-19 global 

pandemic was still present, the Bank proved operationally 

resilient and, supported by robust financials and cautious 

and carefully calibrated risk appetite, was better able to 

take advantage of renewed business opportunities and 

momentum, generating a buoyant level of total income 

of £60 million for the year. Each of the Bank’s three core 

business streams contributed positively to this outturn, 

with GTB remaining the largest income earner with £29.2 

million, followed by RE with £24.7 million and TFM with 

£6.1 million. Profitability rebounded strongly in the year, 

with pre-tax profits of £28.4 million and profit after tax of 

£25.3 million (noting £10.8m is related to a gain in foreign 

exchange). The results not only reflected the strong 

headline earnings of the individual business units but 

also a well-controlled cost base - which in the previous 

year had been under pressure as a result of COVID-19 

measures - some improvements in asset quality, helped 

amongst things by increased property valuations on the 

Real Estate portfolio, and newly generated operational 

efficiencies. The latter were boosted by the move of 

export LC operations to a new processing hub in Bahrain 

as well as by further advances in digitalisation. The 

Bank’s overall balance sheet grew modestly to £2.8 billion 

by end-December 2021.

Total shareholders’ equity of the Bank, which reached 

£534 million by year end, was strongly supportive of 

ongoing operations, with ABCIB’s Capital and Tier 1 

ratios remaining appropriately robust at 18.4% and 

16.8% respectively. The Bank’s NSFR and LCR, judiciously 

managed by Corporate Treasury and continuously 

monitored on a daily basis by Senior Management, 

remained within regulatory thresholds at all times 

throughout the year. Bank and customers’ deposits, also 

managed by Corporate Treasury, were broadly stable, 

at £1.9 billion at year end. The number of permanent 

members of staff as at end-December 2021 rose 

modestly on the previous year, reaching 219, compared 

with 214 at the end of 2020.

Underpinning the Bank’s day-to-day operations, and 

supporting its business model and ultimately, strategic 

direction, is an extensive risk and compliance architecture 

and culture of the highest order of integrity. Embedded 

deeply throughout all operational areas, the risk nexus 

is subject to ongoing review to ensure that it remains 

fully fit for purpose. The broad range of risks faced by 

the Bank, elaborated in more detail in the Corporate 

Governance and Risk Management sections on pages 

42 to 45, have remained largely consistent over the year, 

with COVID-19 concerns still present but being more 

confidently dealt with. The Directors are aware of the 

Bank’s perceived higher risk operating environment, 

particularly with respect to some key MENAT markets 

and the Board is reassured by the high degree of 

operational compliance and the levels of risk mitigation 
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that are integral to the Bank’s business model and 

working practices. The Bank’s thirty years’ experience 

of doing business in the MENAT region and deep 

understanding of business and cultural norms in those 

countries continues to be further enhanced by the 

valuable insights provided by the parent Group’s on-the-

ground presence in many of these markets. Together 

this provides significant comfort in doing business 

in these jurisdictions and ensures the Bank remains 

fully up-to-date with current operating conditions and 

trends. Moreover, the bulk of business undertaken by 

the Bank in these countries is still accounted for by 

lower risk international payments and documentary 

credit trade, typically characterised by short-term, 

self-liquidating transactions. GTB’s strong and highly 

successful distribution operations also provide ongoing 

risk mitigation in terms of the ability to sell assets into 

the markets and, as deemed appropriate, to rebalance 

the Bank’s country risk concentrations. 

Throughout 2021 the Bank has continued to engage with 

wider, non-financial issues of growing regulatory and 

societal concern and the Directors are fully supportive of 

management initiatives in these areas. The Bank continues 

to report annually on its own energy usage and carbon 

footprint - detailed further in the Streamlined Energy 

and Carbon Reporting section in the Directors’ Report on 

pages 18 to 19 - with accelerated plans to reach a “net-

zero” position in the near future. ABCIB also understands 

that many business activities, both its own and those of its 

clients, can have impacts on the natural environment, and 

the Bank is committed to playing its role in supporting the 

transition to a more sustainable economy.

ABCIB recognizes that the impacts of climate change also 

represent a financial risk to its business, and a Group-

wide working group has been established at the most 

senior level to drive a consolidated response across 

the Group. That group allows the Bank to exchange 

global best practice with other parts of the Group, which 

then feeds into ABCIB’s multi-year plan of activities 

aligned to the recommendations of the Task Force on 

Climate-Related Financial Disclosures (TCFD). That plan 

embeds the consideration of climate change risks into 

strategy, governance, risk management and metrics, 

and disclosure. ABCIB has also leveraged independent 

external risk assessments to classify the climate change 

risk profile of its balance sheet, and has also enhanced 

its stress testing process to incorporate physical and 

transitional climate change risk scenarios and their 

impacts on capital adequacy, earnings, and credit quality. 

ABCIB has also modified its risk assessment processes 

to ensure that the financial risks arising from climate 

change are captured and considered as part of every 

credit approval. Finally in terms of its own emissions, 

the Bank has benchmarked its Scope 1 and Scope 2 

emissions against direct UK peers, which indicates it has 

one of the lowest net emissions for a bank of its class.

As well as climate-related risks, the Board also recognises 

the need to further prioritise and develop the Bank’s 

approach to other developing categories of risk, including 

assessing and improving operational resilience, and the 

risks arising from insufficient inclusion and diversity 

in the workplace. The Bank has engaged, or will be 

engaging, external consultants to assist and advise on 

many of these emerging risk areas.

Section 172 Statement 

The Directors believe that they have acted in good faith, 

both individually and collectively, in a manner most likely 

to promote the success of the Bank for the benefit of its 

shareholders, and with due regard to all its stakeholders 

and those matters as set out in s172 (a - f). In particular:

 - the Board reviews, periodically, the Bank’s 

strategic plan and approves the associated 

annual budget for the year. Integral to the review 

process, the Directors give due consideration to 

the long-term consequences of the strategic plan

- the Directors are fully aware that the Bank’s 

employees are fundamental to its long-term 

success and support the Bank’s aims to be a 

responsible employer in respect of its approach 

to pay and benefits. The health, safety and 

well-being of the Bank’s employees are primary 

considerations for the way in which the Bank 

conducts its business

- the Directors recognise the importance of the 

Bank maintaining positive relationships with all 

its stakeholders, including suppliers, customers, 

regulators and employees and are cognisant 

of the need to take into account their views. 

The Directors further recognise the need to 

consider the interests of, and the impact on, these 

stakeholder groups, when taking decisions 

- while the activities of the Bank only have a limited 

direct impact on the environment, the Directors 

are aware that the Bank’s operations will always 

have a degree of impact on the community 
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and the environment. In response the Bank 

continues to progress and develop its approach 

to Environmental, Social and Governance (ESG) 

matters, particularly with respect to its Risk 

Appetite. The Bank is mindful of the need to 

continue with efforts to minimise its carbon 

footprint and, in line with regulatory guidance, 

is further developing its approach to assessing 

potential risks to its business and operations from 

climate change.

- the Directors believe that the Bank’s culture 

manifests itself at Board level and in the 

external view of the Bank as a whole. The Bank’s 

reputation is considered to be of paramount 

importance and this is reflected in the Bank’s Code 

of Conduct which all staff must attest to having 

read and agreed to abide by on an annual basis. 

- the Bank is owned by a sole shareholder and 

the Board ensures that matters are referred to 

this sole shareholder in accordance with each 

company’s Articles of Association and any other 

relevant statutory requirements.

Outlook

The Directors believe that the Bank’s strategic aims 

remain as relevant today as when the Bank was 

established thirty years ago and that its current 

business model, operational modalities and connectivity 

with the Group have evolved - and continue to develop - 

in such a manner that remains fully consistent with 

supporting and progressing the Bank’s aspirational aim 

of becoming the ‘Bank of Choice’ for European / MENAT 

business flows.

The Board is fully aware of the challenging nature of 

the Bank’s current operating environment, including 

uncertainties due to the COVID-19 global pandemic, 

still elevated economic and political sovereign risk 

issues in its core MENAT markets as well as pressures 

and responsibilities arising from expanding areas of 

regulatory interest. However, the Bank’s niche expertise, 

strong ongoing support from its parent and the 

existence of an extensive risk and compliance structure 

and culture which is embedded deeply throughout all 

its operations, continue to solidly underpin a resilient 

and robust performance, providing confidence to its 

shareholders and all wider stakeholders alike. The Board 

believes that appropriate strategies and structures are 

in place for the Bank to build on its current strength and 

business momentum and continue to generate improved 

results, adding further value to its shareholders

Approved by the Board and authorised for issue on

19th April 2022.

Saddek Omar El Kaber
Chairman
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Governor of the Central 
Bank of Libya, Member 
of the Libyan Investment 
Authority Board of 
Trustees, Chairman of
AML/CFT, Libya and 
Chairman of Bank ABC 
Group. Previously,
Mr. El Kaber was the 
Deputy Chief Executive 
Officer of ABC International 
Bank plc, U.K., and Chairman 
and General Manager of 
UMMA Bank, Libya. Mr. El 
Kaber has held past key 
positions in a number 
of banks and fi nancial 
institutions including being 
the Deputy Chairman of 
the Board of Arab Banking 
Corporation- Algeria, 
Country Manager and 
CEO of Arab Banking 
Corporation-Tunisia and a 
Director of Arab Financial 
Services Company B.S.C.. He 
has more than 35 years of 
experience in international 
fi nance and banking.

H.E Mr. Saddek El Kaber
Chairman of the Board

# ∞  

Dr. Kawan is the Group 
Chief Executive Offi  cer 
of Bank ABC Group since 
February 2013. Previously, 
Dr. Kawan was Group Legal 
Counsel until December 
2009, when he was 
appointed Deputy Chief 
Executive of ABC (B.S.C).
Dr. Kawan joined the Board 
of ABC International Bank 
plc on 28th May 2013.
He also represents the
ABC Group as Chairman on
the Boards of Bank ABC
Islamic and Arab Banking
Corporation SA.

Dr. Khaled Kawan 
Deputy Chairman

AC BRC #∞ 

Mr Neden was appointed 
as an Independent Director 
of ABC International 
Bank Plc in 2016 and also 
serves as Chairman of the 
Audit Committee, of the 
Compliance Committee 
and of the Remuneration 
Committee. Mr Neden is a 
Chartered Accountant with 
over 35 years’ experience 
in fi nancial services in
the UK and overseas.
Mr Neden spent a number 
of years running KPMG’s 
UK fi nancial sector 
transaction services 
team and was the global 
chief operating offi  cer for 
KPMG’s fi nancial services 
business. Mr Neden is also 
a Chair of The Nottingham 
Building Society and 
AETNA Insurance 
Company Ltd and is an 
Independent Director of 
The Wesleyan Assurance 
Society and a number of 
other private and not-for-
profi t companies.

Mr. Andrew Neden 
Director

AC * BRC RC* CGC # 

Chief Executive Offi  cer of 
YAA Consultancy, Kuwait. 
Previously he was the 
Chief Executive Offi  cer 
of Gulf Bank, Kuwait, and 
President and CEO of the 
Kuwait Investment Offi  ce, 
London. Dr. Al Awadi is
also a Director of Bank 
ABC Group, Chairman 
of Bank ABC Egypt and 
a Director of Fidelity 
International Funds.
Dr. Al Awadi has formerly 
served as a member of 
the International Advisory 
Board of Goldman 
Sachs and the Higher 
Planning Council in Kuwait, 
in addition to board 
directorships of many 
public and private sector 
entities regionally and 
internationally. In January 
2005 Dr. Al Awadi was 
awarded the Honorary 
Knight Commander of the 
Most Excellent Order of 
the British Empire KBE.
He has more than
40 years of experience 
in banking, international 
fi nance and investment 
management.

Dr. Yousef Al Awadi, KBE
Director 

AC BRC* RC CGC* # 

Board of Directors

28



Mr. Constantine Korkodilos
Company Secretary, 
Solicitor 

Mr. Korkodilos joined the 
Legal department of the 
Bank as a lawyer in 2008. 
Prior to this he had been a 
solicitor at Holman Fenwick 
Willan and Constant & 
Constant, specialising in 
trade fi nance, commodities 
and shipping (transactional 
and contentious). He 
became Head of Legal 
Services at ABCIB in 
2018 and was appointed 
Company Secretary in 
2020. He has had over 
20 years’ experience in 
the law relating to trade 
fi nance and banking.

Mrs Eastham Fisk 
was appointed as an 
Independent Director of 
ABC International Bank Plc 
in April 2019. Mrs Eastham 
Fisk has 30 years’ 
experience in international 
fi nance and banking in 
the UK and overseas, 
undertaking a wide variety 
of senior executive director 
positions including COO, 
CRO, Head of Strategy and 
Head of Leveraged Finance 
roles. Mrs Eastham Fisk 
is also an Independent 
Member of the Board Risk 
Committees of Banque 
Saudi Fransi and Almarai 
Company and serves as a 
Board Advisor to a number 
of Fintech and Regtech 
start-up companies. 

Mrs. Vanessa Eastham Fisk 
Director

AC BRC RC CGC #  

Mr. Adrian joined ABC 
International Bank plc in 
October 2014 as Chief 
Financial Offi  cer and 
was appointed Deputy 
CEO in February 2016. 
In June 2021 Mr Adrian 
was appointed as Chief 
Executive Offi  cer. He 
also is a Non-Executive 
Director of Arab Banking 
Corporation SA. Previously 
he worked at the Royal 
Bank of Scotland (RBS) 
where he held various 
positions over a 13 
year period, including 
senior strategist, Chief 
Administration Offi  cer 
of Global Banking 
and Markets, and, 
most recently, CFO of 
International Banking.
Prior to RBS, Mr. Adrian 
served at Lehman 
Brothers London as a 
Strategist of the European 
Corporate Strategy 
Division, Product Controller 
of the Investment 
Banking Division and 
prior to Lehman he was in 
Australia working in audit 
and forensic investigations. 

Mr. Rajeev Adrian 
Chief Executive
Offi  cer  

§

AC Member of the Audit Committee

BRC Member of the Board Risk Committee

RC Member of the Remuneration Committee

CGC Member of the Corporate Governance Committee

* Chairman of Board Committee

# Non-Executive

§ Executive

 Independent Director

∞ Non-independent Director
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Audit Committee Remuneration Committee

ABC (B.S.C.) Group

Compliance Committee Corporate Governance Committee

Chief Executive Officer

Board Risk Committee

COO

Head of Internal Audit

CRO

Head of Finance

Head of Finance Crime & MLRO

Head of Legal and Company Secretary

Head of HR

CEO Turkey Istanbul

Head of Treasury and FM

ABC SA CEO

Head of Compliance

ABCIB Board

Co-Interim Head of Wholesale Banking
Europe and European Head of

Global Transaction Banking

Co-Interim Head of Wholesale Banking
Europe and European Head of

Corporate Coverage

ABC International Bank plc  
Organisational Chart
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Senior Management 

Dr Kennedy joined the Bank 
in April 2021 and has over 
30 years’ experience in 
fi nancial services, including 
roles with Credit Suisse and 
UBS in Switzerland, and 
several of the major banks 
in Australia. Dr Kennedy 
has also served as a 
regulator, establishing and 
leading the Research and 
Risk Department for the 
Australian Securities and 
Investments Commission 
(ASIC). He has served as a 
director on several boards, 
including two years on the 
board of the Global Legal 
Entity Foundation (GLEIF) 
established by the Financial 
Stability Board (FSB). In 
parallel with his commercial 
career, Dr Kennedy has also 
taught risk management 
to students at MBA level, 
and held an adjunct 
professorship position
at Macquarie University
in Sydney.

Dr. Paul Kennedy
Chief Risk Offi  cer

Mr. Boucher joined the 
Bank in March 2020 as 
COO. Prior to joining the 
Bank, Mr Boucher held over 
20 years of experience 
through leadership roles in 
HSBC across Asia, Middle 
East, Africa, Latin America 
and Europe in Operations, 
Corporate, Commercial and 
Institutional Banking. His 
three previous roles with 
HSBC were Global Head of 
Client Selection Commercial 
Banking in London, COO 
Commercial Banking (HSBC 
HK) and Managing Director 
HSBC Bank (Mauritius) 
Ltd executing core global 
strategies for international 
business and operations.

Mr. James Boucher 
Chief Operating
Offi  cer

Mrs Wiltshire joined 
the Bank in 1999 and 
has held a number of 
senior management 
roles within the bank’s 
business origination and 
risk distribution areas. 
Currently managing the 
Corporate Coverage Team 
in Europe, leading the 
delivery of the corporate 
strategy, and client 
development. A Swedish 
national with more than 
25 years of international 
banking experience, 
starting her career at the 
specialist emerging market 
fi rm London Forfaiting 
Company, she has gained 
in depth knowledge in 
trade and export fi nance in 
some challenging markets.

Mrs. Charlotte Wiltshire 
Co-Interim Head of
Wholesale Banking Europe
and European Head of
Corporate Coverage

Mr Austin joined the Bank 
in January 2016 and is the 
European Head of Global 
Transaction Banking with 
overall responsibility for 
the European Trade & 
Supply Chain Finance and 
Cash & Liquidity business. 
Mr Austin has worked 
in International Trade 
Finance and Transaction 
Banking for over 20 years 
with roles in origination, 
structuring, distribution 
and syndications with 
particular focus on 
business in developing 
and emerging markets in 
the trade fi nance space. 
Prior to joining Bank ABC, 
Mr Austin was the Global 
Head of Trade Finance 
Syndications at Barclays 
Bank and has also held 
senior roles at HSBC and 
WestLB AG during his
25 years in banking.

Mr. Damian Austin 
Co-Interim Head of 
Wholesale Banking 
Europe and European 
Head of Global 
Transaction Banking

Mr Westacott joined the 
Bank in 2017 and took 
over the role as Head 
of Treasury & Financial 
Markets in September 
2019. He has extensive 
Treasury & Financial 
Markets experience 
and, prior to joining the 
bank, was Treasurer 
at Gatehouse Bank in 
London. Other senior 
Treasury roles held 
include 8 years at Ahli 
United Bank in Bahrain 
which included a brief 
secondment to Ahli 
Bank in Qatar as interim 
Treasurer. He started his 
Treasury career at the 
United Bank of Kuwait
in London. 

Mr. Martin Westacott
European Head of 
Treasury & Financial 
Markets
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Mr Patel joined the Bank 
in May 2016 and is the 
Head of Finance. Prior 
to this he was a Senior 
Manager in KPMG’s Banking 
Assurance practice, leading 
a number of banking 
audits, projects and 
regulatory engagements, 
with a particular focus 
on MENA banks. He has 
also previously served 
as Treasurer and Board 
member of the Arab 
Bankers Association. He 
has had over 17 years’ 
experience in Finance 
relating to Banking.

Mr. Neel Patel
Head of Finance

Miss Wiseman joined 
the Bank as Head of 
Compliance, in January 
2018. Prior to this she 
held the role of Head of 
Compliance and MLRO at 
Zenith Bank (UK) and had 
been instrumental in the 
setup of Banif Banco de 
Investimento S.A. as Branch 
Manager before moving to 
Banif Banco Internacional 
do Funchal S.A. as MLRO 
and senior manager 
responsible for Compliance 
and Operations. Previous to 
this she had served
over 20 years at Banco 
Espirito Santo S.A. in 
various operational and
control functions. 

Miss Cristina Wiseman 
Head of Compliance

Mr Jervis-Allan joined the 
Bank as Head of Internal 
Audit in April 2021.
Mr Jervis-Allan has 
extensive internal audit 
experience garnered over 
15 years joining the Bank 
from Itau BBA International 
plc where he did a similar 
role, and before that as 
Head of Global Corporate 
& Investment Banking 
(EMEA), Corporate Audit 
at Bank of America Merrill 
Lynch and Head of Audit 
at Lloyds Bank. Prior to 
internal audit, Mr Jervis-
Allan held senior risk and 
relationship director roles 
at Barclays Bank and 
National Australia Bank 
over a 12 year period.

Mr. Kevin Jervis-Allan
Head of Internal Audit

Mr. Phillip joined the Bank 
in August 2020 and is the 
Head of Financial Crime 
and UK MLRO. His career 
in the City of London 
spans sixteen years with 
responsibility for Money 
Laundering controls 
for several fi nancial 
institutions in the City of 
London and Birmingham. 
Mr Phillip has represented 
several of the fi nancial 
institutions he worked 
for on the UK Finance 
Sanctions Working Group, 
Bribery and Corruption 
Working Group and Money 
Laundering Advisory 
Panel for a number of 
years. Mr Phillip holds 
a Master of Science in 
Financial Regulations and 
Compliance Management 
from London Metropolitan 
University. He also holds 
a Diploma in Anti-Money 
Laundering from Sir John 
Cass Business School, 
City University, London 
and is an Accredited 
Counter Fraud Specialist 
with qualifi cations from 
University of Portsmouth. 

Mr. Leanard Phillip 
Head of Financial Crime

Mr Singh joined the Bank 
in May 2020 has overall 
responsibility for the 
People agenda across 
ABCIB. Mr Singh is a 
seasoned HR Leader with 
over 20 years’ experience 
in Financial Services and 
Oil and Gas. Under Mr 
Singh’s leadership the HR 
team provides end to end 
HR support to colleagues 
covering speciality areas 
including Recruitment, 
Talent Development, 
Reward, Employee 
Relations and Payroll and 
Benefi ts. Prior to the Bank, 
Mr Singh held senior roles 
at Shell, HSBC, Citigroup 
and Jeff eries.

Mr. Andrew Singh
Head of Human 
Resources
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Overview

ABCIB approached 2021 with renewed energy, vigour 

and sense of purpose. Robust financials and operational 

resilience were accompanied by growing business 

momentum and a judicious widening of risk appetite.

The Bank had proven to all its key stakeholders that 

it was able to meet, and surmount, the extraordinary 

challenges of the previous year and fully adapt to 

profound changes to behavioural and operational norms. 

A sense of a ‘new normal’ was gradually establishing 

itself during the course 2021, and although its path 

was not always a straightforward or uninterrupted 

one, the Bank was prepared for change and ready to 

move forward. Building on core values and strategic 

aims - there was no let-up in our aspirations to be the 

‘Bank of Choice’ for European/ MENAT business flows - 

ABCIB was able to successfully embrace innovation and 

diversification to both defend and grow its niche market 

presence, further strengthening its innate resilience and 

limiting potential operational vulnerabilities.

2021 saw the Bank turn the challenges of the 

COVID-19 pandemic into an accelerator for change. 

The introduction of innovative, state-of-the-art, digital 

processes and platforms often mentored, and always 

fully supported, by Group, went hand-in-hand with 

the development of new and more efficient operating 

modalities and exploration of opportunities for greater 

product, income and diversification. The year also saw a 

Rajeev Adrian
Chief Executive Offi  cer

Chief 
Executive 
Officer’s report 
and business 
review

The Bank had proven to 
all its key stakeholders 
that it was able to meet, 
and surmount, the 
extraordinary challenges 
of the previous year and 
fully adapt to profound 
changes to behavioural 
and operational norms. 
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successful transition to a new working relationship with 

ABCSA and its branches in Milan and Frankfurt, which 

went live in October 2020, and further connectivity and 

strategic harmony with our parent Bank ABC Group.

After the performance constraints and somewhat 

subdued financial performance of 2020, a year 

overshadowed by the COVID-19 pandemic, ABCIB has 

emerged as a truly revitalised entity over the past 

twelve months, generating strong earnings of £71 million 

overall and with much improved pre-tax profits of £28.4 

million and profit after tax of £25.3 million (noting £10.8m 

is in relation to a gain in foreign exchange). As well 

as being underpinned by buoyant headline earnings, 

higher profitability and on-boarding of new to bank 

corporate clients, reflected new operational efficiencies 

and a well-controlled cost base - after raised COVID-19 

related expenses in 2020 - and some improvements in 

asset quality helped, amongst other things, by stable or 

higher property valuations in the real estate portfolio. 

The Bank’s three core business streams of GTB, RE 

and TFM all made substantive contributions to overall 

performance, generating earnings of £29.2 million,

£24.7 million and £6.1 million respectively. Our 

Representative Office in Istanbul was in close and 

collaborative contact with the London Head Office units 

throughout the year, sourcing and delivering valuable 

new business opportunities.

The strong performance of the frontline business units 

was, as always, only made possible by a supporting risk 

and compliance structure and culture of the highest 

standards and one fully fit for purpose with respect 

to the Bank’s niche MENAT and product markets. I am 

pleased to be able to report that all regulatory financial 

thresholds were comfortably achieved during the 

year and that our Board is fully supportive of further 

resources being made available for compliance areas 

such as financial crime and anti-money laundering. 

Important progress was also made during the year 

with in-depth internal assessments of operational 

resilience being undertaken in accordance with the 

Prudential Regulation Authority’s SS1/21 guidelines 

to be introduced by end-March 2022, and the Bank 

also increased its efforts to address new regulatory 

and, indeed, societal areas of concern, including those 

related to ESG (Environmental, Social and Governance) 

matters. The Bank takes seriously its responsibilities with 

respect to its carbon footprint, aspiring to reach carbon 

neutrality in the near future, and in the wake of COP26, is 

assessing how it is both potentially affected by and can 

mitigate its impact upon future climate change. In the 

first half of 2021 the Bank, in conjunction with ABCSA, set 

up a pan-European Working Group and Committee on 

‘Inclusion and Diversity’ in the workplace and is seeking 

to advance the agenda within the Bank on this key focus 

area. Although much remains to be done in terms of 

formalising ESG matters into tangible Bank policies, I am 

reassured by progress to date and, with the full support 

and encouragement of the Board and wider Group, ABCIB 

is firmly on its journey to good corporate citizenship. 

Global Transactional Banking

As in previous years, GTB proved to be the largest 

contributor to overall Bank earnings, generating income 

of £29.2 million in the twelve months to end-December 

2021. In addition to its core activities related to the 

financing of international trade flows between Europe 

and the MENAT region the unit, in synchronisation with 

Group strategy, expanded and continued to develop 

its wholesale and transactional banking operations, 

targeting corporate clients’ cash management and 

broader financing needs. GTB was also responsible 

for the Bank’s GTDD activities, for which it continued 

to be the main hub and centre of excellence for the 

wider Group. GTB worked closely with ABCSA and the 

Corporate Coverage team which has direct responsibility 

for clients in the UK, Republic of Ireland, the Nordic 

countries and Turkey which remains a key market and 

As in previous years,
GTB proved to be the 
largest contributor to 
overall Bank earnings, 
generating income
of £29.2 million in the
twelve months to
end-December 2021.
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profitable business line with GTB, with relationships with 

other mainland European clients now overseen and 

managed by ABCSA.

International trade in general rebounded strongly in 

2021, with IMF estimates suggesting the volume of 

world trade grew by over 9% in the year, as the easing 

of lockdown measures in advanced economies post-

March released pent-up consumer and investment 

demand. Hydrocarbon producing and exporting countries 

also benefitted directly from a related surge in global 

energy prices. Against this positive backdrop, GTB’s 

trade finance operations also performed strongly in 

2021, with burgeoning European client activity and 

renewed demand from key MENAT energy producers, 

particularly in our core North African markets, where 

large scale Libyan infrastructure projects recommenced. 

Documentary credits remained the top earner for the 

unit, generating £14.5 million or almost half GTB income 

and nearly a quarter of the Bank’s total 2021 earnings. 

Also in 2021 the export documentary LC processing 

activities were being transitioned to Bahrain to improve 

customer service levels and operational resilience. 

In line with its strategic aim of providing clients with 

timely, innovative and bespoke solutions to trade 

financing needs, GTB continued to offer clients a tailor-

made range of other international trade finance products 

including guarantees, contract bonding, pre-export 

financing, export credit agency (ECA) backed trade 

and export financing, forfaiting and more structured 

facilities. With regard to the latter, Supply Chain Financing 

(SCF) - most typically in the form of insurance-backed 

receivables discounting facilities - has become a highly 

successful specialist area of activity for the unit over 

recent years and a high point in 2021 has been the 

introduction of an innovative digital platform for SCF 

transactions and receivables processing. Whilst the 

utilisation of some existing SCF facilities continued to 

be below previous pre-pandemic peak levels, with the 

release of pent-up demand not evenly geographically 

distributed, the unit was able to expand the number of 

SCF facilities, including finalising a high profile £60 million 

receivables purchasing facility for a leading European 

white goods manufacturer. The new business pipeline 

remains buoyant.

Growing connectivity with Group’s strategic journey, 

particularly in respect of wholesale and transactional 

banking has reinvigorated GTB’s approach to its 

corporate client base. GTB continues to now diversify 

into more actively engaging with the corporate sector, 

actively seeking to expand its customer base and offer 

an expanded range of transactional banking products 

covering clients’ cash management and general financing 

needs. A highlight of the year has been the introduction 

of an innovative, cutting-edge digital platform for 

corporate client on boarding, which significantly reduces 

client account opening times and allows for digital 

downloading and checking of documents. Originally 

developed and trialled by the Group in Bahrain, this has 

been introduced in very close collaboration with the 

Group and is a clear example of the benefits of greater 

connectivity with our parent.

GTDD remains a highly valued part of the GTB business 

stream for ABCIB and the wider Group. As well as 

generating income in its own right, GTDD, by virtue of 

selling into the secondary market assets - typically but 

not exclusively trade finance assets which have been 

originated by ABCIB or other Group entities - is able 

to more efficiently utilise country limits and provide 

risk mitigation and capital and liquidity management 

benefits not only to the Bank but also to the wider Group. 

Against this positive 
backdrop, GTB’s trade 
fi nance operations also 
performed strongly in 
2021, with burgeoning 
European client activity 
and renewed demand 
from key MENAT 
energy producers, 
particularly in our core 
North African markets, 
where large scale Libyan 
infrastructure projects 
recommenced. 
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Secondary debt markets were a little subdued in 2020, 

with the COVID-19 pandemic negatively impacting investor 

confidence, but have since regained some buoyancy and 

the unit successfully made debt sales of US$1.6 billion in 

the twelve months to end-December 2021.

Whilst there remains a possibility that the operating 

environment could prove a little less buoyant in 2022, 

with lower growth in global output and an easing in 

trade volumes, GTB has put in place efficiency and client 

service improvements which provide a competitive edge 

and are appealing to customers, while key areas of 

the unit already have a good pipeline of new business 

for the coming year. GTB looks set to successfully 

continue what is a transformational journey: embedding 

and expanding digital innovation and diversifying and 

deepening its corporate-led transactional and wholesale 

banking operations, all with greater connectivity and in 

closer harmony with the Group’s strategic aspirations of 

building a bank for the future.

Real Estate & Islamic Financial Services 

RE continued to successfully fulfil its strategic remit 

throughout 2021, generating revenues of £24.7 million 

in the year which, confirmed its position as the second 

largest contributor to ABCIB earnings overall. Whilst 

real estate activities remained by far the largest income 

generating area of activity, accounting for over 95% of 

the unit’s total earnings in 2021, clients also undertook 

non-real estate related Shari’a compliant trade finance 

and corporate treasury transactions. Non-real estate 

Shari’a earnings were a modest £0.9 million in the twelve 

months to end-December 2021, a broadly stable, part of 

the unit’s total revenue base.

Building on its expert product and market knowledge, 

the unit remained focussed on the sourcing, structuring 

and distribution of commercial and residential real 

estate developments, typically in prime central London 

locations which appeal strongly to its MENAT investor 

base. The unit has the capacity and in-house expertise 

to undertake transactions using either Shari’a or 

conventional interest-based financing structures, the 

latter gradually gaining in importance in recent years.

Throughout 2021, close attention was given to 

monitoring, reviewing and managing the existing portfolio 

of real estate assets whilst also pursuing efforts to 

sustain and grow the asset base in order to ensure 

future income streams. In both these tasks the unit 

was variously impacted by external developments in 

its sectoral operating environment, in some instances 

related to the ongoing COVID-19 pandemic.

I am pleased to be able to advise that not only did the 

overall risk asset quality of the existing real estate 

portfolio remain sound during the year, but some 

improvements were registered, largely reflecting more 

buoyant property valuations. As the Chairman remarked 

in his Directors’ Report, the UK’s House Price Index 

showed a double digit rise, of some 10.8%, in the twelve 

months to December 2021, albeit slightly lower, at 6.2%, 

for London. The Real Estate portfolio remained largely 

stable in 2021 and some past credit issues were able 

to be satisfactorily resolved including loan extensions 

which temporarily benefitted overall earnings in the year. 

Sectoral developments were also positively underpinned 

by the continuation of historically low borrowing costs, 

the SDLT holiday (which had been extended to 30 

June 2021 and then further tapered to 30 September 

2021) and a COVID-19 influenced change in lifestyles 

and housing stock preferences which further boosted 

property demand, and prices.

Conversely, the unpredictable course of the COVID-19 

pandemic during 2021 led to swings in investor 

confidence and sentiment which, together with changing 

travel and other restrictions, negatively affected asset 

demand by the Bank’s important international MENAT 

buyer and investor base. Demand-side uncertainties 

also fed through to the supply side, with some new 

business opportunities being temporarily postponed, 

whilst ongoing supply chain difficulties and uncertainties 

affected developmental completion timescales 

and schedules. However, and notwithstanding this 

challenging environment, the unit was successful in 

adding new business, including two prime London 

developments, totalling £100 million, in which ABCIB 

participated together with leading UK clearing banks.

Looking forward to 2022, and on current trends, the 

credit quality and performance of the existing real estate 

portfolio seems likely to remain stable with some possible 

upside potential if property valuations continue to rise. 

The main challenge facing the unit will be that of growing 

the portfolio with appropriately high quality assets in 

order to sustain and increase its income stream. As 

travel restrictions ease and international travel resumes, 

it is anticipated that a number of the real estate facilities 

will see significant repayments through 2022 and the 

challenge will be to replace these facilities with similar 

high quality assets. 
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Treasury & Financial Markets

Treasury continued to successfully undertake and 

prudently balance its dual operational remit of acting as 

both Corporate Treasury on the one hand whilst also 

carrying out an independent, income-generating Financial 

Markets role and reported overall earnings for the year 

of some £6.1 million.

As Corporate Treasury the unit has the strategic role 

of responsibly managing the Bank’s overall funding 

and liquidity positions, with oversight from the 

Prudential Risk Management Department, ensuring 

full compliance with regulatory requirements. The unit 

successfully ensured that ABCIB at all times during the 

year operated comfortably within its NSFR and LCR 

thresholds, effectively underpinning day-to-day client 

business activities and allowing all the Bank’s payment 

obligations to be dispatched in a timely manner. Integral 

to its Corporate Treasury role, the unit also managed 

bank and customer deposit funding, totalling £1.9 billion 

at end-2021. Excess liquidity continued to be profitably 

reinvested into the money markets although, in the 

generally low yield environment of 2021, this proved 

challenging, requiring a greater efficiency of use of 

excess liquidity.

The unit continued to develop and make progress with 

its income generating Financial Markets role, in which 

it benefited from close alignment with the wholesale 

banking strategy of the wider Group. Although 2021 saw 

a slower than anticipated client take up of spot foreign 

exchange offerings on its digital platform, full compliance 

with MiFiD trade and transaction documentation and 

reporting requirements was reached.

2021 was the first full year in which the unit had the 

additional responsibility for treasury operations at ABC 

S.A. and appropriate operational and reporting modalities 

were fully embedded during the year. At the same time 

Treasury has also been heavily involved with ensuring 

a smooth transition from IBOR benchmarks to the new 

regulatory framework which utilises Risk Free Rate or 

Alternative Reference Rate structures. This far-reaching 

change, as well as affecting benchmark rate setting 

for new contracts, also required the identification and 

assessment of a wide range of existing IBOR-referenced 

contracts to determine the impact of the transition and, 

if appropriate, make adjustments on the basis of new 

benchmark settings. Clients were kept fully updated 

with developments and the process was undertaken in 

close collaboration, and with the full support of, Group 

TFM. ABCIB successfully traversed the initial stages of 

the transition process and by March 2021 had ceased 

all new LIBOR issuances, well in advance of the end year 

deadline, and is on track for equivalent dollar issuance 

transition by early 2022.

Looking ahead, the unit’s Corporate Treasury role will 

continue to be a priority, including maintenance of a 

stable, high quality and diversified Bank and corporate 

deposit base. The added responsibility for treasury 

operations at ABC S.A. and ensuring a smooth, ongoing 

IBOR transition process will continue to be demanding 

and are being supported by additional staff resources. 

Further progress in the unit’s Financial Markets role 

is anticipated, and with expectations of rising interest 

rates for the first rime after a long period of stasis, I 

am confident that opportunities for income growth will 

present themselves.

The year ahead

Although 2022 may have started in a rather unsettled 

way, with a continuation of COVID-19 related restrictions 

and ongoing concerns over the spread of the Omicron 

variant, as well as rising political anxieties over 

international security issues, there is nevertheless 

increased momentum towards a ‘new normal’ way of 

living with COVID-19, supported by highly successful 

vaccination programmes. At the time of writing 

restrictions have already begun to ease in the UK and 

the possibility that COVID-19 may be downgraded to 

an endemic rather than pandemic phenomenon with 

gradually milder symptoms and effects, seems to be 

gaining scientific credence and becoming a more central 

scenario for the year ahead, and one which would likely 

have a strongly positive impact on business sentiment 

and activity, benefitting both the Bank and its clients. 

However, it is yet too early to be overly certain of this 

more benign trajectory and ABCIB will remain vigilant at 

all times, avoiding any sense of complacency, mindful also 

that COVID-19 is still asymmetrically affecting our core 

geographies and client base.

I have been greatly heartened by the resilience and 

adaptability that the Bank has displayed over the last 

two years and fully expect this to be maintained in the 

year ahead and I look forward to working ever more 

closely and productively with ABCSA. The time now also 

seems right to further our exciting digital journey, 

which has been so strongly supported - and, indeed 

38



mentored - by our parent Bank. And whilst the rapid 

economic growth and surges in business activity 

experienced in 2021 may ease a little, the scope for 

advancement and engagement with a growing corporate 

client base is still significant and I believe the Bank

will be in a strong position to once again deliver

improving results. 

As well as anticipating a dynamic outturn for all of our 

core business streams and redirecting management 

energy to further innovation and strategic progress, 

2022 will also be a time for a degree of introspection with 

regard to the Bank’s approach to issues of great current 

importance, including climate change and inclusion and 

diversity in the workplace. I am committed to continue 

exploring fully the ways in which the Bank can make its 

own positive contributions to these areas and to develop 

implement tangible policies in the year ahead, making 

good corporate citizenship an aspirational objective.

Throughout the last year I have received unwavering 

support from my colleagues in the wider Group and 

for that I remain sincerely grateful. I have also valued 

enormously and remain hugely appreciative of the full 

backing and insightful advice I have received from the 

Chairman and the Board as I have begun my personal 

journey as Chief Executive Officer of ABCIB. I would also 

like to humbly add my own sincere thanks to those 

already expressed by the Chairman, to all management 

and staff at all levels throughout the Bank for their 

hard work, dedication and consummate professionalism 

throughout the year. Once again, this has underpinned 

and furthered our mission to become the ‘Bank of Choice’ 

for trade and investment flows between Europe and the 

MENAT region and allowed us to flourish as part of a 

Group whose leadership and visionary innovations are 

creating a true bank of the future.

Rajeev Adrian
Chief Executive Officer

 

Looking ahead, the
unit’s Corporate Treasury 
role will continue to 
be a priority, including 
maintenance of a 
stable, high quality and 
diversifi ed Bank and 
corporate deposit base. 
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Corporate Governance and 
Risk Management Report

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 OF DIRECTORS

The Board is responsible for setting the Bank’s 
objectives, including a sustainable business model 
and a clear, consistent and prudent strategy for the 
Bank, taking into account the Bank’s long term fi nancial 
interests and solvency, ensuring a proper balance 
between short-term objectives and the achievement 
of long-term value. The Board also sets the values and 
standards of the Bank. 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 benefi t 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 and prudently executing its 
responsibilities, regularly monitoring and challenging 
the eff ectiveness 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, which is reviewed by 
the Corporate Governance Committee. The Board met on 
six occasions during 2021.

GOVERNANCE COMMITTEES

The Board has fi ve committees, the Board Risk 
Committee, the Audit Committee, the Compliance 
Committee, the Remuneration Committee and the 
Corporate Governance Committee, which are described in 
more detail below. 

The Management Committee (“MANCOM”) is the highest-
level management committee of ABCIB, reporting 
through the Chief Executive Offi  cer to the Board of 
Directors. The Assets and Liabilities Committee (“ALCO”), 
Risk Management Committee (“RMC”), Compliance 
& Financial Crime Committee (“CFCC”), Operational 
Resilience Committee (“OReC”), IT Steering Committee 
(“ITSC”), Reputational Risk Committee (“RRC”) and 
International Bank Business Committee (“IBBC”), are the 
committees reporting to MANCOM. There are additional 
sub-committees being International Bank Credit 
Committee (“IBCC”) and Operational Risk Committee 
(“ORCO”) that report to RMC.

BOARD RISK COMMITTEE

The Board Risk Committee (“BRC”) is a committee of the 
Board of ABCIB, which derives its authority and to which 
it regularly reports. The BRC is chaired by Dr. Yousef Al 
Awadi and meets at least four times per year. The BRC 
is tasked with oversight of all key risk matters in ABCIB. 
The BRC sets the tone for the risk culture within ABCIB. 
It is responsible for review, challenge and 
recommendation to the Board for approval of 
the overall risk management, risk strategy, key 
regulatory documents and key risk policies. The BRC’s 
responsibilities also include review, recommendation and 
monitoring of ABCIB’s Risk Appetite Statement, oversight 
of Risk Controls in ABCIB, review and monitoring of 
Enterprise Risk Register, review, recommendation and 
monitoring of Stress Testing framework and maintain 
oversight on current or emerging risk. 

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 fi nancial reporting and controls. 
The Committee is chaired by Mr. Andrew Neden. 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 
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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 
Bank ABC Group Audit and external specialists. 

COMPLIANCE COMMITTEE

The Compliance Committee meets at least four times 
a year to give the Board of Directors an independent 
assessment of the adequacy of ABCIB’s compliance 
and fi nancial crime related policies. The Committee is 
chaired by Mr. Andrew Neden. ABCIB has an established 
compliance team comprising of a Head of Compliance 
and a separate dedicated Head of Anti-Financial Crime 
and Money Laundering Reporting Offi  cer, each of whom 
report directly to the Chief Executive Offi  cer. A risk-based 
approach is taken to fi nancial crime risks which seeks to 
accord to the industry standard position as a minimum. 
Key risk areas are reviewed and assessed regularly and 
regular training is provided to all staff  on key regulatory 
and fi nancial crime related risks. Where necessary, this 
work is carried out in coordination with the Bank ABC 
Group Compliance team and external specialists.

REMUNERATION COMMITTEE

The Remuneration Committee is chaired by Mr. Andrew 
Neden. The Committee meets at least 3 times a year 
to review the Bank’s remuneration policy and the 
overall remuneration of ABCIB’s senior managers. The 
Committee exercises 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 all relevant regulatory remuneration codes 
and requirements. 

CORPORATE GOVERNANCE COMMITTEE

The Corporate Governance Committee is chaired by Dr. 
Yousef Al Awadi. The Committee meets at least 3 times 
a year and the primary purpose of the Committee is to 
assist the Board with monitoring and evaluating ABCIB’s 
compliance with its corporate governance policies and 
requirements. Its responsibilities also include assessing 
the adequacy of its policies regarding corporate 
governance; reviewing the appropriateness of the size 
of the Board and determining criteria for the designation 
of its independent Directors as well as overseeing the 
implementation of regulatory projects; reviewing the 
process of Board performance self-assessment; and 
reviewing questions of Directors’ confl ict of interest. 

The Committee also assists the Board with nomination 
matters carrying into eff ect the requirements of the 
Bank’s Board Succession Policy and reviewing all 
proposals for nominations to the Board and to the offi  ce 
of CEO and Company Secretary.

RISK MANAGEMENT

The Bank strives to identify, assess, and understand 
fully the risks that it takes on, and to maintain those 
risks at a level that is prudent and aligned with its stated 
business strategy and objectives. To achieve that, the 
Bank has implemented the 3 lines of defence model 
for risk management, with clearly identifi ed roles and 
responsibilities for risk management and for the design, 
testing, and operation of controls.

The Board is responsible for the overall risk appetite 
of the Bank. Day-to-day operation and maintenance of 
the risk management framework is the responsibility 
of Executive Management, overseen by the Board 
Risk Committee (BRC). In performing that oversight, 
BRC members maintain frequent, active, and open 
communication with the management of the Bank.

All areas of risk are overseen by the ABCIB Chief Risk 
Offi  cer (“CRO”), who reports into the ABCIB CEO and also 
has a reporting line into the Chair of the ABCIB Board 
Risk Committee.

CREDIT RISK

Credit risk is managed by the ABCIB Credit Committee 
(“IBCC”), which has the following roles
and responsibilities:

•  Decline or approve credit proposals, or 
recommend them for approval at a Group level, in 
line with its delegated authorities.

•  Review and challenge Internal Risk Ratings (IRR) 
and any overrides as applicable. 

•  Review and recommend for approval all credit 
policies and risk acceptance criteria

•  Review and approve the design and use of credit 
models, including IFRS9 models.

•  Monitor risk metrics relating to the overall credit 
portfolio, and recommend action where required

•  Review and approve credit impairment provisions, 
both individually and at a portfolio level

•  Delegate its authorities to a sub-committee. 

Credit risk is managed through risk assessment of 
counterparty, country, industry and other relevant risks. 
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Credit limits are set in line with the aforementioned risk 
assessment and also considers standard mitigation and 
credit control practices.

•  Relationship managers in the first line of defence 
are responsible for day-to-day management of 
credit exposures, and for periodic review of the 
client and associated risks. 

•  The credit risk team in the second line of defence 
is responsible for:

-  Independent credit review of all clients. 

-  Monitoring and maintaining oversight of 
the credit portfolio through client reviews, 
portfolio MI and KRIs.

LIQUIDITY RISK

Liquidity risks are monitored in the Assets and Liabilities 
Committee (ALCO). The Bank has strategies, policies, 
processes and systems that are comprehensive and 
proportionate to the nature, scale and complexity of the 
Bank’s activities, and that enable the Bank to manage 
liquidity risk effectively. The Bank also maintains, and 
monitors on a daily basis, the liquidity resources that it 
considers adequate to cover:

•  The nature and level of the liquidity risk to which 
it is, or might become, exposed; 

•  The risk that the amount or form of its liquidity 
resources might fall below the levels considered 
appropriate and agreed with the Prudential 
Regulation Authority (PRA) and covered by 
Individual Liquidity Adequacy Assessment 
Process (ILAAP); and

•  The risk that the Bank’s liquidity resources 
fall below the level detailed in the Capital 
Requirements Regulation (CRR) requirements for 
the Liquidity Cover Ratio. 

The Bank has set risk appetite levels for Liquidity 
Coverage Ratio (LCR) and Net Stable Funding Ratio 
(NSFR). The Bank also manages liquidity risk through 
various Early Warning Indicators (EWIs).

MARKET RISK 

The Bank uses various market risk techniques and 
measurements to manage its investment and trading 
book by setting limits that are monitored on a daily 
basis by the Head of Market Risk & Head of Treasury 
& Financial Markets. The Bank uses Historical Value at 
Risk (VaR) with a 99% confidence level and a one day 
holding period as one measurement of market risk. VaR 

positions are re-valued on a daily basis using historical 
market data. The Bank also uses the Basis Point Value 
(BPV) technique to measure banking book sensitivity 
to interest rates, which are monitored daily at a 
consolidated and per-currency level against a set 
of limits. 

The Bank has a small trading book for spot and forward 
foreign exchange instruments, the trading for which 
is within a modest VaR limit and other market risk 
parameters. Any open positions are small and are re-
valued on a daily basis.

The Bank uses derivatives to reduce its exposure 
to market risks, as part of its asset and liability 
management. This is achieved by entering into 
derivatives that hedge against the risk of corporate 
treasury losses from mismatches in maturities, interest 
rates and currencies in relation to the asset and liability 
base. Interest rate and currency swap agreements are 
most commonly used to this effect. 

Market Risk and other risks are reviewed in the Assets 
and Liabilities Committee (ALCO).

OPERATIONAL RISK

Operational risks are owned and managed by the first 
line, supported and challenged by the second line of 
defence led by the CRO. Operational risks are managed 
under the supervision of the Operational Risk 
Committee (ORCO).

The Bank has a number of tools which support the 
Operational Risk policy and framework, with the key 
tools being:

•  The capture of Operational Risk Incidents / Events 
(“OREs”)

•  The monitoring of Key Risk Indicators (“KRIs”)

•  A Risk and Control Self-Assessment (“RCSA”) 
process

•  Group-wide control standards (“GWCS”)

•  Issues and Action plans

•  Application to support the management of 
operational risk (GRC Tool)

•  Scenario Analysis and Stress Testing 

•  Training

Front line use of these tools and processes are reviewed 
and challenged by the Operational Risk team, and their 
outputs are used to assist in managing both conduct 
and non-conduct risks.
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Governance is achieved via a formal committee structure 
with the ABCIB Operational Risk Committee (ORCO) 
attended by the senior managers of each core business 
and support functions. 

ENTERPRISE RISK MANAGEMENT

ABCIB has a dedicated Enterprise Risk Management 
(ERM) unit in place. The focus of ERM is to put in place 
overarching governance and standards to ensure 
that the risk management framework functions in a 
coherent way across all the sub-classes of risk (credit, 
market, operational). ERM facilitates management 
and Board oversight over all key risks be coordinating 
the calendar, agenda, and presentation materials for 
Risk Management Committee (RMC) and Board Risk 
Committee (BRC). 

ERM maintains overall responsibility for Management 
Information (MI) and Key Risk Indicator (KRI) reporting 
to relevant risk committees. The ERM unit also provides 
support to the CRO for eff ective risk oversight and 
management, including oversight on risk culture
and governance via reporting of Audit, Risk and
Compliance (ARC) objectives and oversight on current
or emerging risks. 

The ERM unit facilitates review and recommendation
of the Risk Appetite in line with the Bank’s business 
plan, strategic intent and regulatory thresholds. ERM 
also maintains and updates the Enterprise Risk Register 
to capture all key Risks applicable to ABCIB to allow 
management to prioritise and mitigate Risks
as appropriate.

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the Annual 
Report and the fi nancial statements in accordance with 
applicable United Kingdom law and regulations. 

Company law requires the directors to prepare fi nancial 
statements for each fi nancial year. Under that law the 
directors have elected to prepare the Bank fi nancial 
statements in accordance with the requirements of 
Companies Act 2006 and United Kingdom Generally 
Accepted Accounting Practice (United Kingdom 
Accounting Standards and applicable law), including 
Financial Reporting Standard 101 Reduced Disclosure 
Framework (“FRS 101”). Under company law the directors 
must not approve the fi nancial statements unless they 
are satisfi ed that they give a true and fair view of the 
state of aff airs of the Bank and of the profi t or loss of 
the Bank for that period. 

In preparing these fi nancial statements the directors are 
required to:

•  select suitable accounting policies in accordance 
with IAS 8 Accounting Policies, Changes in 
Accounting Estimates and Errors and then apply 
them consistently;

•  make judgements and accounting estimates that 
are reasonable, relevant and reliable;

•  present information, including accounting policies, 
in a manner that provides relevant, reliable, 
comparable and understandable information;

•  provide additional disclosures when compliance 
with the specifi c requirements in FRS 101 is 
insuffi  cient to enable users to understand the 
impact of particular transactions, other events 
and conditions on the Bank fi nancial position and 
fi nancial performance; 

•  in respect of the Bank’s fi nancial statements, 
state whether applicable UK Accounting 
Standards, including FRS 101 in conformity with 
the requirements of the Companies Act 2006, 
have been followed, subject to any material 
departures disclosed and explained in the 
fi nancial statements; 

•  assess the Bank’s ability to continue as a going 
concern, disclosing, as applicable, matters related 
to going concern; and 

•  use the going concern basis of accounting unless 
they either intend to liquidate the Bank, cease 
operations, or have no realistic alternative but to 
do so.

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

Under applicable law and regulations, the directors 
are also responsible for preparing a strategic report 
and directors’ report that comply with that law and 
those regulations. The directors are responsible for the 
maintenance and integrity of the corporate and fi nancial 
information included on the Bank’s website. 
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Independent Auditor’s Report to the Members of 
ABC International Bank plc

1. Our opinion is unmodified

We have audited the financial statements of ABC 
International Bank PLC (“the Bank”) for the year ended 
31 December 2021 which comprise the Income Statement, 
the Statement of Comprehensive Income, the Statement 
of Financial Position, the Statement of Changes in Equity 
and the related notes, including the accounting policies 
in note 1.

In our opinion the financial statements:

- give a true and fair view of the state of the Bank’s 
affairs as at 31 December 2021 and of its profit for 
the year then ended;

- have been properly prepared in accordance 
with UK accounting standards, including FRS 101 
Reduced Disclosure Framework; and

- have been prepared in accordance with the 
requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International 
Standards on Auditing (UK) (“ISAs (UK)”) and applicable 
law. Our responsibilities are described below. We believe 
that the audit evidence we have obtained is a sufficient 
and appropriate basis for our opinion. Our audit opinion is 
consistent with our report to the audit committee.

We were first appointed as auditor by the shareholders 
on 17 March 2021. The period of total uninterrupted 
engagement is for 1 financial year ended 31 December 
2021. We have fulfilled our ethical responsibilities under, 
and we remain independent of the Bank in accordance 
with, UK ethical requirements including the FRC Ethical 
Standard as applied to public interest entities.

No non-audit services prohibited by that standard 
were provided.

Overview

Materiality: 

financial 
statements 
as a whole

£700,000

3.5% of Average profit before tax
over 3 years

2. Key audit matters: our assessment of risks 
of material misstatement

Key audit matters are those matters that, in our 
professional judgement, were of most significance in the 
audit of the financial statements and include the most 
significant assessed risks of material misstatement 
(whether or not due to fraud) identified by us, including 
those which had the greatest effect on: the overall 
audit strategy; the allocation of resources in the audit; 
and directing the efforts of the engagement team. We 
summarise below the key audit matters, in decreasing 
order of audit significance, in arriving at our audit opinion 
above, together with our key audit procedures to address 
those matters and, as required for public interest entities, 
our results from those procedures. These matters were 
addressed, and our results are based on procedures 
undertaken, in the context of, and solely for the purpose 
of, our audit of the financial statements as a whole, 
and in forming our opinion thereon, and consequently 
are incidental to that opinion, and we do not provide a 
separate opinion on these matters. 
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Independent Auditor’s Report to the Members of 
ABC International Bank plc

Key audit matter The risk Our response

IFRS 9 expected credit loss (‘ECL’)

(£18.5 million; 2020: £19.7m)

Refer to page 67-71 
(accounting policy) and page  
80-86,91, 101-111 
(financial disclosures).

Subjective estimate

IFRS 9 ECL – Accuracy of the 
modelled ECL calculation:

• The calculation of expected 
credit losses uses complex 
and inherently judgmental 
modelling techniques. There is 
a risk that the ECL or staging 
assessments are inaccurate 
due to inappropriate or 
incorrect assumptions in the 
ECL model.

• We have therefore identified 
a significant risk due to error 
in the expected credit loss 
calculated by the model as 
a result of inappropriate or 
incorrect assumptions in the 
ECL model.

Our procedures included the 
following:

Controls design and operation

- Performed an end-to-end 
process walkthrough to assess 
the design, implementation 
and operating effectiveness 
of key controls, including 
completeness and accuracy 
testing of key inputs and 
assumptions into the 
impairment model and general 
IT controls over the key 
systems used in the process.

Our credit risk modelling and 
economics expertise – Modelled ECL

- Engaged our own modelling 
specialists to assist in 
challenging the judgments 
made by management in 
relation to modelled ECL by 
performing independent model 
monitoring.

- Engaged our own 
macroeconomic specialist to 
assist in our assessment of 
key economic variables and the 
overall reasonableness of the 
economic forecasts.

Test of details – Modelled ECL

- Tested the completeness and 
accuracy of the key inputs 
and assumptions into the 
ECL model.
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Independent Auditor’s Report to the Members of 
ABC International Bank plc

Key audit matter The risk Our response

IFRS 9 expected credit loss (‘ECL’) 
(continued)

IFRS 9 ECL – Judgemental post 
model adjustments (PMA’s):

• Adjustments to the model-
driven ECL results are raised 
by management to address 
uncertainty arising from 
idiosyncratic characteristic 
of certain exposures or 
emerging trends, including 
economic uncertainties. These 
adjustments are inherently 
uncertain and significant 
management judgment is 
involved in estimating the post 
model adjustments (“PMA’s”) 
and management overlays.

• We have identified a significant 
risk of error and fraud 
associated with the valuation 
of material post model 
adjustments with the greatest 
degree of management 
judgement.

The effect of these matters is that, 
as part of our risk assessment, we 
determined that determination of 
IFRS 9 expected loss has a high 
degree of estimation uncertainty, 
with a potential range of 
reasonable outcomes greater than 
our materiality for the financial 
statements as a whole, and possibly 
many times that amount. The 
credit risk section of the financial 
statements (note 31) disclose the 
sensitivity estimated by the Bank.

Test of details – PMA’s

- Challenged the key 
assumptions underlying the 
adjustments by inspecting 
the calculation methodology 
and tracing a sample of data 
elements back to source data.

- Assessed whether judgments 
made by management 
were indicative of fraud or 
management bias.

Assessing transparency: We 
assessed whether the disclosures 
appropriately disclose and address 
the uncertainty which exists when 
determining the ECL.

Our results

- We found the IFRS9 ECL 
allowance recognised to be 
acceptable.
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Independent Auditor’s Report to the Members of 
ABC International Bank plc

Key audit matter The risk Our response

Valuation of defined benefit 
obligation

£48.1 million; 2020: £54.9 million

Refer to page 62 (accounting 
policy) and page 116-122 
(financial disclosures).

Subjective estimate

• The basis for determining 
the defined benefit pension 
obligation requires a range of 
assumptions.

• A small change in the 
assumptions used to value 
the Bank’s defined benefit 
obligation, in particular those 
relating to discount rate, 
inflation and mortality can have 
a significant impact on the 
valuation of the defined benefit 
obligation.

• The effect of these matters 
is that, as part of our risk 
assessment, we determined 
that the defined pension 
obligation has a high degree 
of estimation uncertainty, 
with a potential range of 
reasonable outcomes greater 
than our materiality for the 
financial statements as a whole, 
and possibly many times 
that amount. The financial 
statements (note 36) disclose 
the sensitivity estimated by 
the Bank.

We performed following procedures 
rather than seeking to rely on any 
of the Bank’s controls because the 
nature of the balance is such that 
we would expect to obtain audit 
evidence primarily through the 
detailed procedures described.

- Evaluation of management’s 
expert: evaluated the 
objectivity and competence of 
management’s actuarial expert 
involved in the valuation of the 
defined benefit obligation.

- Our actuarial expertise: we 
involved our own actuarial 
professionals in the following:

• Evaluating the 
appropriateness of 
methodologies used 
by management and 
management’s actuarial 
expert in determining the 
key actuarial assumptions.

• Comparing the discount 
rate, inflation and mortality 
assumptions used by the 
Bank to our independently 
compiled expected 
ranges based on market 
observable indices and our 
market experience.

- Assessing transparency: 
Considered the adequacy of the 
Bank’s disclosures in respect of 
the sensitivity of the obligation 
to these assumptions.

Our results

We found the valuation of defined 
benefit obligation to be acceptable.
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Independent Auditor’s Report to the Members of 
ABC International Bank plc

3. Our application of materiality and an 
overview of the scope of our audit

Materiality for the financial statements as a whole 

was set at £700,000, determined with reference to a 

benchmark of profit before tax, normalised by averaging 

over the last three years due to fluctuations in the 

profit before tax due to Covid-19, of £20.09m, of which it 

represents 3.5%.

In line with our audit methodology, our procedures 

on individual account balances and disclosures were 

performed to a lower threshold, performance materiality, 

so as to reduce to an acceptable level the risk that 

individually immaterial misstatements in individual 

account balances add up to a material amount across the 

financial statements as a whole.

Performance materiality was set at 65% of materiality 

for the financial statements as a whole, which equates 

to £455,000. We applied this percentage in our 

determination of performance materiality based on the 

level of identified misstatements during the prior period.

We agreed to report to the Audit Committee any 

corrected or uncorrected identified misstatements 

exceeding £35,000, in addition to other identified 

misstatements that warranted reporting on 

qualitative grounds.

Our audit of the Bank was undertaken to the materiality 

and performance materiality levels specified above.

We were able to rely upon the Bank’s internal control over 

financial reporting in certain areas of our audit, where our 

controls testing supported this approach, which enabled 

us to reduce the scope of our substantive audit work; in 

the other areas the scope of the audit work performed 

was fully substantive.

The Bank has certain processes centralised with the 

Parent entity in Bahrain, the outputs of which are 

relevant to the Bank’s financial information. These 

services are subject to specified audit procedures. We 

instructed the group auditors of the Parent entity as 

to the areas to be covered and the information to be 

reported back. The areas tested by the group auditors 

include IT controls and certain aspects IFRS 9 ECL 

modelling. We involved our IT auditors and credit risk 

modellers to evaluate the work which the group auditors 

performed in these areas. We also communicated with 

the participating audit team throughout the audit by 

holding regular meetings.

Average actual PBT over 3 years

£20.09m

4. Going concern

The directors have prepared the financial statements on 

the going concern basis as they do not intend to liquidate 

the Bank or to cease its operations, and as they have 

concluded that the Bank’s financial position means that 

this is realistic. They have also concluded that there are 

no material uncertainties that could have cast significant 

doubt over its ability to continue as a going concern for 

at least a year from the date of approval of the financial 

statements (“the going concern period”).

We used our knowledge of the Bank, its industry, and the 

general economic environment to identify the inherent 

risks to its business model and analysed how those risks 

might affect the Bank’s financial resources or ability to 

continue operations over the going concern period.

The risks that we considered most likely to adversely 

affect the Bank’s available financial resources over this 

period were:

- the availability of funding and liquidity in the event 

of a market wide stress scenario; and

- the impact on regulatory capital requirements 

in the event of further economic slowdown and 

a recession.

We considered whether these risks could plausibly 

affect the financial resources in the going concern 

period by assessing the directors’ sensitivities over the 

level of available financial resources indicated by the 

Bank’s financial forecasts taking account of severe, but 

Materiality
£700,000

£700,000
Whole financial 
statements materiality

£455,000
Whole financial 
statements performance 
materiality

£35,000
Misstatements reported 
to the audit committeeAverage PBT

Materiality
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Independent Auditor’s Report to the Members of 
ABC International Bank plc

plausible adverse effects that could arise from these risks 

individually and collectively.

Our procedures also included comparing budget to actual 

results to assess the director’s track record of budgeting 

accurately and an assessment of whether the going 

concern disclosure in note 1.2 to the financial statements 

gives a full and accurate description of the Directors’ 

assessment of going concern.

Our conclusions based on this work:

- we consider that the directors’ use of the going 

concern basis of accounting in the preparation of 

the financial statements is appropriate;

- we have not identified, and concur with the 

directors’ assessment that there is not, a material 

uncertainty related to events or conditions that, 

individually or collectively, may cast significant 

doubt on the Bank’s ability to continue as a going 

concern for the going concern period; and

- we found the going concern disclosure in note 1.2 

to be acceptable.

However, as we cannot predict all future events or 

conditions and as subsequent events may result in 

outcomes that are inconsistent with judgements that 

were reasonable at the time they were made, the above 

conclusions are not a guarantee that the Bank will 

continue in operation.

5. Fraud and breaches of laws and 
regulations – ability to detect

Identifying and responding to risks of material 

misstatement due to fraud

To identify risks of material misstatement due to fraud 

(“fraud risks”) we assessed events or conditions that 

could indicate an incentive or pressure to commit fraud 

or provide an opportunity to commit fraud. Our risk 

assessment procedures included:

• Enquiring of directors, the audit committee, internal 

audit and executive management and inspection 

of policy documentation as to the Bank’s high-level 

policies and procedures to prevent and detect 

fraud, including the internal audit function, and 

the Bank’s channel for “whistleblowing”, as well 

as whether they have knowledge of any actual, 

suspected or alleged fraud.

• Reading Board and sub-committee meeting minutes.

• Considering remuneration incentive schemes 

and performance targets for management 

and directors.

• Using analytical procedures to identify any 

unusual or unexpected relationships.

• Consultation with our own forensic professionals 

regarding the identified compliance risks and the 

design of the audit procedures planned in response 

to these. This involved discussions with forensic 

professionals and their inspection of relevant 

documents and regulatory correspondences.

We communicated identified fraud risks throughout the 

audit team and remained alert to any indications of fraud 

throughout the audit.

As required by auditing standards, we perform 

procedures to address the risk of management override 

of controls and the risk of fraudulent revenue recognition, 

which we isolate to the cut-off of fee and commission 

income, and the risk that Bank’s management may be in 

a position to make inappropriate accounting entries, and 

the risk of bias in accounting estimates and judgements 

such as IFRS 9 expected credit losses.

We also identified a fraud risk related to judgmental 

post model adjustments in determining IFRS 9 expected 

credit losses.

Further detail in respect of IFRS 9 expected credit losses 

is set out in the key audit matter disclosures in section 2 

of this report.

We also performed procedures including:

• Identifying journal entries to test based on high 

risk criteria and comparing the identified entries to 

supporting documentation. These included those 

Journal entries posted without explanation, posted 

by users with only one entry for the year, posted 

to accounts that contained significant estimates 

and unbalanced journal entries.

• For a sample of fee and commission income 

recognised close to the year-end, assessing 

whether the income is recognised in the 

appropriate period by recalculating fees and 

commission income and agreeing back to the 

underlying contracts and external evidences.
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5. Fraud and breaches of laws and 
regulations – ability to detect (continued)

• Assessing whether the judgements made in making 

accounting estimates are indicative of a potential 

bias including judgmental post model adjustment in 

determining IFRS excepted credit losses.

Identifying and responding to risks of material 

misstatement due to non-compliance with laws 

and regulations

We identified areas of laws and regulations that could 

reasonably be expected to have a material effect on 

the financial statements from our general commercial 

and sector experience, through discussion with the 

directors and other management (as required by 

auditing standards), and from inspection of the Bank’s 

regulatory and legal correspondence and discussed 

with the directors and other management the policies 

and procedures regarding compliance with laws 

and regulations.

As the Bank is regulated, our assessment of risks 

involved gaining an understanding of the control 

environment including the entity’s procedures for 

complying with regulatory requirements.

We communicated identified laws and regulations 

throughout our team and remained alert to any 

indications of non-compliance throughout the audit.

The potential effect of these laws and regulations on the 

financial statements varies considerably.

Firstly, the Bank is subject to laws and regulations that 

directly affect the financial statements including :

• financial reporting legislation (including related 

companies legislation);

• distributable profits legislation; and

• taxation legislation (direct and indirect).

We assessed the extent of compliance with these laws 

and regulations as part of our procedures on the related 

financial statement items.

Secondly, the Bank is subject to many other laws and 

regulations where the consequences of non-compliance 

could have a material effect on amounts or disclosures 

in the financial statements, for instance through the 

imposition of fines or litigation or the loss of the Bank’s 

license to operate. We identified the following areas as 

those most likely to have such an effect:

• Specific aspects of regulatory capital and liquidity

• Money laundering and financial crime.

• Certain aspects of company legislation recognising 

the financial and regulated nature of the Bank’s 

activities.

Auditing standards limit the required audit procedures to 

identify non-compliance with these laws and regulations 

to enquiry of the directors and other management and 

inspection of regulatory and legal correspondence, if any. 

Therefore if a breach of operational regulations is not 

disclosed to us or evident from relevant correspondence, 

an audit will not detect that breach.

We discussed with the audit committee matters related 

to actual or suspected breaches of laws or regulations, 

for which disclosure is not necessary, and considered any 

implications for our audit.

Context of the ability of the audit to detect fraud or 

breaches of law or regulation

Owing to the inherent limitations of an audit, there is an 

unavoidable risk that we may not have detected some 

material misstatements in the financial statements, even 

though we have properly planned and performed our 

audit in accordance with auditing standards. For example, 

the further removed non-compliance with laws and 

regulations is from the events and transactions reflected 

in the financial statements, the less likely the inherently 

limited procedures required by auditing standards would 

identify it.

In addition, as with any audit, there remained a higher risk 

of non-detection of fraud, as these may involve collusion, 

forgery, intentional omissions, misrepresentations, or the 

override of internal controls. Our audit procedures are 

designed to detect material misstatement. We are not 

responsible for preventing non-compliance or fraud and 

cannot be expected to detect non-compliance with all 

laws and regulations.

6. We have nothing to report on the strategic 
report and the directors’ report

The directors are responsible for the strategic report 

and the directors’ report. Our opinion on the financial 

statements does not cover those reports and we do not 

express an audit opinion thereon.

Our responsibility is to read the strategic report and the 

directors’ report and, in doing so, consider whether, based 
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on our fi nancial statements audit work, the information 

therein is materially misstated or inconsistent with the 

fi nancial statements or our audit knowledge. Based solely 

on that work:

- we have not identifi ed material misstatements in 

those reports;

- in our opinion the information given in the 

strategic report and the directors’ report for 

the fi nancial year is consistent with the fi nancial 

statements; and

- in our opinion those reports have been prepared 

in accordance with the Companies Act 2006.

7. We have nothing to report on the other 
matters on which we are required to report 
by exception

Under the Companies Act 2006, we are required 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 fi nancial statements are not in agreement 

with the accounting records and returns; or

- certain disclosures of directors’ remuneration 

specifi ed by law are not made; or

- we have not received all the information and 

explanations we require for our audit.

We have nothing to report in these respects.

8. Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set out on 

page 45, the directors are responsible for: the preparation 

of the fi nancial statements including being satisfi ed that 

they give a true and fair view; such internal control as 

they determine is necessary to enable the preparation 

of fi nancial statements that are free from material 

misstatement, whether due to fraud or error; assessing 

the Bank’s ability to continue as a going concern, 

disclosing, as applicable, matters related to going

concern; and using the going concern basis of accounting 

unless they either intend to liquidate the Bank or to 

cease operations, or have no realistic alternative but

to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance 

about whether the fi nancial statements as a whole are 

free from material misstatement, whether due to fraud 

or error, and to issue our opinion in an auditor’s report. 

Reasonable assurance is a high level of assurance, 

but does not guarantee that an audit conducted in 

accordance with ISAs (UK) will always detect a material 

misstatement when it exists. Misstatements can arise 

from fraud or error and are considered material if, 

individually or in aggregate, they could reasonably be 

expected to infl uence the economic decisions of users 

taken on the basis of the fi nancial statements.

A fuller description of our responsibilities is 

provided on the FRC’s website at www.frc.org.uk/

auditorsresponsibilities.

9. The purpose of our audit work and to whom 
we owe our responsibilities

This report is made solely to the Bank’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 Bank’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 our audit work, for 

this report, or for the opinions we have formed.

Michael McGarry

(Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

15 Canada Square

London, E14 5GL

19 April 2022

Independent Auditor’s Report to the Members of
ABC International Bank plc
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The notes on pages 60 to 123 are an integral part of the financial statements.

Income Statement
For the year ended 31st December 2021 (All figures in £000 unless otherwise stated)

Notes 2021
2020

Restated*

Interest income calculated using the effective interest method 2 47,194 64,379 

Other interest and similar income 2 2,995 5,635 

Interest and similar expense    2 (8,737) (25,271)

Net interest and similar income 41,452 44,743 

Fees and commissions income 3 21,379 29,850 

Fees and commissions expense 3 (5,893) (5,867)

Net income from other financial instruments at FVTPL  3 1,983 1,773 

Other operating (expense) / income 4, 37 11,868 (2,294)

29,337 23,462 

Total operating income 70,789 68,205 

General and administrative expenses 5 (42,769) (52,965)

Impairment gain / (loss) 6 410 (4,010)

(42,359) (56,975)

Profit before tax 28,430 11,230 

Taxation 8 (3,086) (1,239)

Profit for the year attributable to owners 25,344 9,991 

* The comparative information is restated. See note 37
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The notes on pages 60 to 123 are an integral part of the financial statements.

Statement of Comprehensive Income
For the year ended 31st December 2021 (All figures in £000 unless otherwise stated)

Notes 2021
2020

Restated*

Profit for the year attributable to owners 25,344 9,991 

Items that cannot be reclassified to income statement

Foreign exchange movement - (47)

Actuarial gain / (loss) recognised on defined benefit pension scheme 36 7,756 (5,366)

Deferred tax (charge) / credit relating to defined
benefit pension scheme (1,431) 1,149 

Items that can be reclassified to income statement

Deferred tax (charge) / credit relating to change in fair
value of debt investments at FVOCI     205 (134)

Change in fair value of debt investments at FVOCI (765) 929 

Reclassification to income statement: debt investments at FVOCI (282) (248)

Change in ECL allowance for debt investments at FVOCI 2 21 

Change in fair value of hedging instruments 145 - 

Total comprehensive income for the year attributable to owners 30,974 6,295 

* The comparative information is restated. See note 37
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Statement of Financial Position
As at 31st December 2021 (All figures in £000 unless otherwise stated)

The notes on pages 60 to 123 are an integral part of the financial statements.

Saddek El Kaber
Chairman

Notes 2021
2020

Restated*

ASSETS

Cash and cash equivalents 8,395 47,646 

Debt investments - FVOCI 12 466,103 333,872 

Loans and advances to banks 10 1,002,776 975,054 

Loans and advances to customers 11 1,094,131 1,105,423 

Derivative fi nancial assets 14 3,606 490 

Tangible fi xed assets 15 36,270 37,386 

Current tax asset 127 923 

Prepayments, accrued income and other debtors 17 27,093 63,630 

Deferred tax asset 16 1,574 3,159 

Investment in subsidiary 13, 37 165,804 165,804 

Total assets 2,805,879 2,733,387 

LIABILITIES

Deposits from banks 18 1,711,980 1,650,452 

Customer deposits 19 238,737 224,299 

Derivative fi nancial liabilities 20 635 5,501 

Other liabilities, accruals and deferred income 21 102,982 56,740 

Term borrowing 22 164,793 230,665 

Pension scheme liability 36 2,621 12,573 

Subordinated liabilities 23 50,000 50,000 

Total liabilities 2,271,748 2,230,230 

Share capital 24 212,296 212,296 

Retained earnings 37 321,493 289,824 

Fair value reserve 342 1,037 

Total equity 534,131 503,157 

Total equity and liabilities 2,805,879 2,733,387 

The directors approved and authorised the financial statements for issue on 19th April 2022.
* The comparative information is restated. See note 37
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Statement of Changes in Equity
As at 31st December 2021 (All figures in £000 unless otherwise stated)

The notes on pages 60 to 123 are an integral part of the financial statements.

Share 
Capital

Retained 
Earnings

Restated*
Fair Value 

Reserve
Total 

equity

Balance at 1st January 2020** 212,296 284,231 335 496,862 

Comprehensive income

Profit for the year (as previously reported) - 8,001 - 8,001 

Impact of restatement - 1,990 - 1,990 

Other comprehensive income - (4,398) 702 (3,696)

Restated balance at 31st December 2020 212,296 289,824 1,037 503,157 

Share 
Capital

Retained 
Earnings

Fair Value 
Reserve

Total 
equity

Balance at 1st January 2021 212,296 289,824 1,037 503,157 

Comprehensive income

Profit for the year - 25,344 - 25,344 

Other comprehensive income - 6,325 (695) 5,630 

Balance at 31st December 2021 212,296 321,493 342 534,131 

* The comparative information is restated. See note 37 
** Restatement has not impacted on the balance as 1st January 2020 
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Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

1. Accounting policies 

1.1 Reporting entity 

ABC International Bank plc (“ABCIB”) is a public company 

limited by shares which is incorporated and registered 

in England and Wales. The address of ABCIB’s registered 

office is 1 - 5 Moorgate, London EC2R 6AB.

1.2 Basis of preparation

The financial statements of ABCIB are prepared in 

accordance with Financial Reporting Standard 101 

“Reduced Disclosure Framework” (FRS101).

The financial statements of ABCIB are prepared 

under the historical cost convention, except for debt 

investments and derivative financial assets and liabilities, 

that have been measured at fair value. 

ABCIB is not required to prepare group accounts since 

it qualifies for the exemptions available under Section 

401 of the Companies Act 2006. In addition, there is no 

requirement to prepare a statement of cash flows in 

accordance with Financial Reporting Standard 101.

The financial statements have been prepared on a going 

concern basis, in accordance with the Companies Act 2006 

as applicable to companies using FRS101. The financial 

statements are prepared on a going concern basis, as 

the Board is satisfied that the Bank have the resources 

to continue in business and that there are no material 

uncertainties that could cast significant doubt over its 

ability to continue as a going concern for a period of at 

least 12 months from the date of approval of the financial 

statements. In making this assessment, the Board 

has considered a wide range of information relating to 

present and future conditions and that the Bank has the 

resources in place that are required to meet its ongoing 

regulatory requirements. The assessment is based 

upon business plans which contain future forecasts of 

profitability as well as projections of regulatory capital 

requirements and business funding needs. The Going 

Concern assessment also includes an assessment of the 

impact of internally generated stress testing scenarios on 

the liquidity and capital requirement forecasts.

Given all of the above, these financial statements are 

prepared on the going concern basis. Refer to ‘Directors’ 

Responsibilities Statement’.

Given the recent, present and future inherent uncertainty 

arising from the COVID-19 pandemic on the Bank’s 

customers and markets globally management have 

considered the potential impact of this uncertainty 

in determining the expected credit loss (“ECL”). While 

economic scenarios have factored in the known economic 

impact into forecasts used in the Bank’s ECL it is accepted 

that the future impact of this extraordinary event carries 

a significant degree of uncertainty on a forward-looking 

basis. As a result, the Bank has applied an overlay via 

adjusted macroeconomic scenarios to increase the 

modelled ECL by £0.87m (2020: £1.2m). Further detail is 

supplied in Notes 10, 11, 26 and 31.

ABCIB has taken advantage of the following disclosure 
exemptions under FRS 101: 

a) The requirement in paragraphs 38 of IAS 1 

Presentation of Financial Statements to present 

comparative information in respect of: 

i) paragraph 79 (a)(iv) of IAS 1; 

ii) paragraph 73(e) of IAS 16 Property, Plant 

and Equipment;

b) The requirements of paragraphs 10(d), 10(f), 16, 

38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 of IAS 1 

Presentation of Financial Statements. 

c) The requirements of IAS 7 Statement of Cash 

Flows. 

d) The requirements of paragraphs 30 and 31 of 

IAS 8 Accounting Policies, Changes in Accounting 

Estimates and Errors to disclose standards that 

have been issued but are not yet effective.

e) The requirements of Paragraph 17 of IAS 24 

Related Party Disclosures. 

f) The requirements in IAS 24 Related Party 

Disclosures to disclose related party transactions 

entered into between two or more members of 

a group, provided that any subsidiary which is a 

party to the transaction is wholly owned by such 

a member.

g) The requirements of paragraphs 130(f)(ii), 130(f)

(iii), 134(d) to 134(f) and 135(c) to 135(e) of IAS 36 

Impairment of Assets, provided that equivalent 

disclosures are included in the consolidated 

financial statements of the group in which the 

entity is consolidated.
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Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

1.3 New and amended Standards and 
interpretations 

1.3.1 Standards eff ective for the year

The accounting policies used in the preparation of these 
fi nancial statements are consistent with those used 
in previous year, except for the adoption of new IFRS, 
applicable to the Bank, and which are eff ective from 1 
January 2021:

Interest Rate Benchmark Reform: Amendments to IFRS 
9, IAS 39 and IFRS 7 

The Bank has adopted amendments to IFRS 9, IAS 39, 
IFRS 7 and IFRS 16 Interest Rate Benchmark Reform 
– Phase 2 (IBOR reform phase 2) on its eff ective date 
of 1 January 2021. In accordance with the transition 
provisions, the amendments have been adopted 
retrospectively to hedging relationships and fi nancial 
instruments. Comparative amounts have not been 
restated, and there was no impact on the current period 
opening reserves amounts on adoption.

Hedge relationship

The IBOR reform phase 2 amendments address 
issues arising during interest rate benchmark reform 
(IBOR reform), including specifying when the ‘phase 
1’ amendments will cease to apply, when hedge 
designations and documentation should be updated, 
and when hedges of the alternative benchmark rate or 
alternative reference rate (ARR) as the hedged risk are 
permitted.
For the year ended 31 December 2021, the Bank has 
adopted the following hedge accounting reliefs provided 
by IBOR reform phase 2 of the amendments: 

Hedge designation

When the phase 1 amendments cease to apply, the Bank 
will amend its hedge designation to refl ect changes which 
are required by IBOR reform, but only to make one or 
more of these changes:

a) designating an ARR (contractually or non-

contractually specifi ed) as a hedged risk;

b) amending the description of the hedged item, 

including the description of the designated portion 

of the cash fl ows or fair value being hedged; or

c) amending the description of the hedging 

instrument. The Bank will update its hedge 
documentation to refl ect this change in 

designation by the end of the reporting period in 
which the changes are made. These amendments 
to the hedge documentation do not require the 
Bank to discontinue its hedge relationships.
The Bank has not made any amendments to its 
hedge documentation in the reporting period 
relating to IBOR reform.

Retrospective eff ectiveness test

When the phase 1 retrospective eff ectiveness relief 
ceases to apply, on a hedge-by-hedge basis, the Bank 
could reset to zero the cumulative fair value changes 
of the hedged item and hedging instrument for the 
purposes of retrospective hedge eff ectiveness test. 
However, this does not aff ect the amounts of hedge 
ineff ectiveness reported in the statement of profi t or 
loss. During the period, the Bank has not reset to zero 
the cumulative fair value changes of the hedged item and 
hedging instrument in any of its hedges.

Risk components 

The Bank is permitted to designate an ARR as a non-
contractually specifi ed risk component, even if it is not 
separately identifi able at the date when it is designated, 
provided that the Bank reasonably expects that it 
will meet the requirements within 24 months of the 
fi rst designation and the risk component is reliably 
measurable. The 24-month period applies separately to 
each ARR which the Bank might designate. During the 
year, the Bank has not designated any risk components 
of ARR in any hedge relationships.

Amendments to IFRS 16 COVID-19 Related Rent
Concessions beyond 30 June 2021 

On 28 May 2020, the IASB issued COVID-19-Related 
Rent Concessions - amendment to IFRS 16 Leases. The 
amendments provide relief to lessees from applying 
IFRS 16 guidance on lease modifi cation accounting for 
rent concessions arising as a direct consequence of the 
COVID-19 pandemic. As a practical expedient, a lessee 
may elect not to assess whether a COVID-19 related rent 
concession from a lessor is a lease modifi cation. A lessee 
that makes this election accounts for any change in 
lease payments resulting from the COVID-19 related rent 
concession the same way it would account for the change 
under IFRS 16, if the change were not a lease modifi cation. 

The amendment was intended to apply until 30 June 
2021, but as the impact of the COVID-19 pandemic is 
continuing, on 31 March 2021, the IASB extended the 
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period of application of the practical expedient to 30 
June 2022. The amendment applies to annual reporting 
periods beginning on or after 1 April 2021. Earlier 
application is permitted. This amendment had no impact 
on the financial statements of the Bank. 

1.4 Significant accounting judgements, estimates 
and assumptions.

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

1.4.1 Measurement of the expected credit loss 
allowance (ECL)

The measurement of the ECL for financial assets 
measured at amortised cost and FVOCI is an area that 
requires the use of models and significant assumptions 
about future economic conditions, credit behaviour (e.g. 
the likelihood of customers defaulting and the resulting 
losses), estimation of the amount and timing of the 
future cash flows and collateral values. These estimates 
are driven by a number of factors, changes in which can 
result in different levels of allowances. 

The Bank’s ECL calculation are outputs of models with a 
number of underlying assumptions regarding the choice 
of variable inputs and their interdependencies. A number 
of significant judgements are also required in applying 
the accounting requirements for measuring ECL, such as:

-  Internal credit rating model, which assigns 
probability of defaults (PDs) to the individual 
ratings;

-  Determining criteria for significant increase in 
credit risk (SICR);

-  Choosing appropriate models and assumptions 
for the measurement of ECL; 

-  Determination of associations between 
macroeconomic scenarios, economic inputs such 

as unemployment levels, collateral values and the 
effect on PD, exposure at default (EAD) and loss 
given default (LGD); 

-  Selection and relative weightings of forward-
looking scenarios to derive the economic inputs 
into the ECL models; and

-  Determining relevant period of exposure with 
respect to the revolving credit facilities and 
facilities undergoing restructuring at the time of 
the reporting date.

1.4.2 Collateral valuation

To mitigate its credit risks on financial assets, the Bank 
seeks to use collateral, where possible. The collateral 
comes in various forms, such as cash, securities, letters 
of credit/guarantees, real estate, receivables, inventories, 
other non-financial assets and credit enhancements such 
as netting agreements. Collateral, unless repossessed, 
is not recorded on the Bank’s statement of financial 
position. However, the fair value of collateral affects the 
calculation of ECLs. It is generally assessed, at a minimum, 
at inception and re-assessed on a periodic basis. 

To the greatest extent possible, the Bank uses active 
market data for valuing financial assets held as collateral. 
Other financial assets which do not have readily 
determinable market values are valued using models. 
Non-financial collateral, such as real estate, is valued 
based on valuation reports received from professional 
valuation firms. 

1.4.3 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, mortality 
rates and future pension increases. Due to the long term 
nature of these plans, such estimates are subject to 
uncertainty. See note 36 for the assumptions used.

1.5 Summary of significant accounting policies

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

1.5.1 Foreign currency translation

ABCIB’s financial statements are presented in GB 
Pounds which is its functional currency. 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 

1. Accounting policies (continued) 

1.3 New and amended Standards and 
interpretations (continued) 

1.3.1 Standards effective for the year (continued)

Amendments to IFRS 16 Covid-19 Related Rent 
Concessions beyond 30 June 2021 (continued)
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in foreign currencies are retranslated at the functional 
currency rate of exchange ruling at the balance sheet 
date. All diff erences are taken to ‘other operating income’ 
in the income statement. 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. 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.

1.5.2 Financial instruments - initial recognition and 
subsequent measurement  

1.5.2.1 Date of recognition 

Financial assets and liabilities, with the exception of loans 
and advances to customers and deposits to customers 
and banks, are initially recognised on the trade date, 
i.e., the date that the Bank becomes a party to the 
contractual provisions of the instrument. This includes 
regular way trades: purchases or sales of fi nancial assets 
that require delivery of assets within the time frame 
generally established by regulation or convention in the 
market place. Loans and advances to customers are 
recognised when funds are transferred to the customers’ 
accounts. The Bank recognises deposits from customers 
and banks when funds are transferred to the Bank. 
Derivatives are recognised on a trade date basis.

1.5.2.2 Initial recognition of fi nancial instruments

The classifi cation of fi nancial instruments at initial 
recognition depends on the purpose for which 
the fi nancial instruments were acquired and their 
characteristics. All fi nancial instruments are measured 
initially at their fair value plus, in the case of fi nancial 
assets not at fair value through income statement, any 
directly attributable incremental costs of acquisition
or issue. 

The classifi cation of fi nancial instruments at initial 
recognition depends on their contractual terms and 
the business model for managing the instruments, as 
described in notes 1.3.1 and 1.5.3. 

At initial recognition, the Bank measures a fi nancial asset 
or fi nancial liability at its fair value plus or minus, in the 
case of a fi nancial asset or fi nancial liability not at FVTPL, 
transaction costs that are incremental and directly 
attributable to the acquisition or issue of the fi nancial 
asset or fi nancial liability, such as fees and commissions. 
Transaction costs of fi nancial assets and fi nancial liabilities 

carried at FVTPL are expensed in profi t or loss. Immediately 
aft er initial recognition, an ECL is recognised for fi nancial 
assets measured at amortised cost and investments in 
debt instruments measured at FVOCI, which results in an 
accounting loss being recognised in the statement of profi t 
or loss when an asset is newly originated. 

1.5.2.3 Measurement categories of fi nancial assets
and liabilities 

The Bank classifi es all of its fi nancial assets based on the 
business model for managing the assets and the asset’s 
contractual terms, measured at either:

• Amortised cost, as explained in Note 1.5.3.1

• FVOCI, as explained in Note 1.5.8

• FVTPL

The Bank classifi es and measures its derivative and 
trading portfolio at FVTPL as explained in Notes 1.5.5 
and 1.5.6. The Bank may designate fi nancial instruments 
at FVTPL, if so doing eliminates or signifi cantly reduces 
measurement or recognition inconsistencies.

Financial liabilities, other than loan commitments and 
fi nancial guarantees, are measured at amortised cost or 
at FVTPL when they are held for trading and derivative 
instruments or the fair value designation is applied.

1.5.3 Financial assets and liabilities

1.5.3.1 Loans and advances to banks, Loans and 
advances to customers, Financial investments at 
amortised cost

The Bank only measures Loans and advances to banks, 
Loans and advances to customers and other fi nancial 
investments at amortised cost if both of the following 
conditions are met:

• The fi nancial asset is held within a business model 
with the objective to hold fi nancial assets in order 
to collect contractual cash fl ows

• The contractual terms of the fi nancial asset give 
rise on specifi ed dates to cash fl ows that are 
solely payments of principal and interest (SPPI) on 
the principal amount outstanding.

Whilst the Bank provides Commodity Murabaha loans as 
its main Shari’a compliant facility, the classifi cation criteria 
is in line with IFRS9 as stated above. 
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1. Accounting policies (continued) 

1.5 Summary of significant accounting 
policies (continued) 

1.5.3 Financial assets and liabilities (continued)

1.5.3.2 Business model

The Bank determines its business model at the level that 
best reflects how it manages the Bank’s financial assets 
to achieve its business objective. The business model 
reflects how the Bank manages the assets in order to 
generate cash flows. That is, whether the Bank’s objective 
is solely to collect the contractual cash flows from the 
assets or is to collect both the contractual cash flows 
and cash flows arising from the sale of assets. If neither 
of these is applicable (e.g. financial assets are held for 
trading purposes or originated with expectation that they 
will be sold in the near term), then the financial assets 
are classified as part of the ‘held for trading’ business 
model and measured at FVTPL. The business model 
assessment is not carried out on an instrument-by-
instrument basis but at the aggregate portfolio level and 
is based on observable factors such as:

- The stated policies and objectives for the portfolio 
and the operation of those policies in practice. 
In particular, whether management’s strategy 
focuses on earning contractual interest revenue, 
maintaining a particular interest rate profile, 
matching the duration of the financial assets to 
the duration of the liabilities that are funding 
those assets or realising cash flows through the 
sale of the assets; 

- How the asset’s and business model performance 
is evaluated and reported to key management 
personnel and Asset and Liability Committee 
(ALCO);

- How risks are assessed and managed; and

- The frequency, volume and timing of sales in 
prior periods, the reasons for such sales and its 
expectations about future sales activity. However, 
information about sales activity is not considered 
in isolation, but as part of an overall assessment 
of how the Bank’s stated objective for managing 
the financial assets is achieved and how cash 
flows are realised.

The business model assessment is based on reasonably 
expected scenarios without taking ‘worst case’ or ‘stress 
case’ scenarios into account. If cash flows after initial 
recognition are realised in a way that is different from the 

Bank’s original expectations, the Bank does not change 
the classification of the remaining financial assets held in 
that business model, but incorporates such information 
when assessing newly originated or newly purchased 
financial assets going forward.

Financial assets that are held for trading and whose 
performance is evaluated on a fair value basis are 
measured at FVTPL because they are neither held to 
collect contractual cash flows nor held both to collect 
contractual cash flows and to sell financial assets.

1.5.3.3 SPPI test

The Bank assesses the contractual terms of financial 
asset to identify whether they meet the SPPI test. 

‘Principal’ for the purpose of this test is defined as the fair 
value of the financial asset at initial recognition and may 
change over the life of the financial asset (for example, if 
there are repayments of principal or amortisation of the 
premium/discount).

Interest is the consideration for the time value of money, 
credit risk, other basic lending risks and a profit margin 
that is consistent with a basic lending arrangement.

In assessing whether the contractual cash flows are 
solely payments of principal and interest, the Bank 
considers the contractual terms of the instrument. This 
includes assessing whether the financial asset contains 
a contractual term that could change the timing or 
amount of contractual cash flows such that it would not 
meet this condition. In making the assessment, the Bank 
applies judgement and considers relevant factors such as 
currency in which the financial asset is denominated and 
the period for which the interest rate is set. 

Where the contractual terms introduce exposure to risk 
or volatility that are inconsistent with a basic lending 
arrangement, the related financial asset is classified and 
measured at FVTPL.

The Bank reclassifies debt investments when and only 
when its business model for managing those assets 
changes. The reclassification takes place from the start 
of the first reporting period following the change. Such 
changes are expected to be very infrequent and none 
occurred during the year. 

1.5.4 Derecognition of financial assets and liabilities

1.5.4.1 Derecognition due to substantial modification of 
terms and conditions

The Bank sometimes makes concessions or modifications 
to the original terms of loans as a response to the 
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borrower’s fi nancial diffi  culties, rather than taking 
possession or to otherwise enforce collection of 
collateral. The Bank considers a loan forborne when such 
concessions or modifi cations are provided as a result of 
the borrower’s present or expected fi nancial diffi  culties 
typically evidenced by restructuring or rescheduling of 
the counterparty’s credit facilities, directly or indirectly 
with other lenders or with the Bank.

If the terms are substantially diff erent, the Bank 
derecognises the original fi nancial asset and recognises 
a ‘new’ asset at fair value and recalculates a new EIR 
for the asset. The date of renegotiation is consequently 
considered to be the date of initial recognition for 
impairment calculation purposes, including for the 
purpose of determining whether a signifi cant increase in 
credit risk has occurred. However, the Bank also assesses 
whether the new fi nancial asset recognised is deemed 
to be credit-impaired at initial recognition, especially in 
circumstances where the renegotiation was driven by 
the customer being unable to make the originally agreed 
payments. Diff erences in the carrying amount are
also recognised in profi t or loss as a gain or loss
on derecognition.

If the terms are not substantially diff erent, the 
renegotiation or modifi cation does not result in 
derecognition, and the Bank recalculates the gross 
carrying amount based on the revised cash fl ows of the 
fi nancial asset and recognises a modifi cation gain or 
loss in profi t or loss. The new gross carrying amount is 
recalculated by discounting the modifi ed cash fl ows at 
the original EIR (or credit-adjusted EIR for purchased or 
originated credit-impaired fi nancial assets).

Once the terms have been renegotiated, any impairment 
is measured using the original EIR as calculated before 
the modifi cation of terms. It is the Bank’s policy to 
monitor forborne loans to help ensure that future 
payments continue to be likely to occur. Derecognition 
decisions and classifi cation between Stage 2 and Stage 3 
are determined on a case-by-case basis or based on SICR 
criteria. If these procedures identify a loss in relation to 
a loan, it is disclosed and managed as an impaired Stage 
3 forborne asset until it is collected or written off  or is 
transferred back to Stage 2.

1.5.4.2 Derecognition other than for substantial 
modifi cation

Financial assets, or a portion thereof, are derecognised 
when the contractual rights to receive the cash fl ows 

from the assets have expired, or when they have been 
transferred and either (i) the Bank transfers substantially 
all the risks and rewards of ownership, or (ii) the Bank 
neither transfers nor retains substantially all the risks 
and rewards of ownership and the Bank has not
retained control. 

The Bank enters into transactions where it retains the 
contractual rights to receive cash fl ows from assets but 
assumes a contractual obligation to pay those cash fl ows 
to other entities and transfers substantially all of the 
risks and rewards. These transactions are accounted for 
as ‘pass through’ transfers that result in derecognition if 
the Bank:

(i) Has no obligation to make payments unless it 
collects equivalent amounts from the assets;

(ii) Is prohibited from selling or pledging the assets; 
and

(iii) Has an obligation to remit any cash it collects from 
the assets without material delay.

Financial liabilities are derecognised when they are 
extinguished (i.e. when the obligation specifi ed in the 
contract is discharged, cancelled or expires).

The exchange between the Bank and its original lenders 
of debt instruments with substantially diff erent terms, 
as well as substantial modifi cations of the terms of 
existing fi nancial liabilities, are accounted for as an 
extinguishment of the original fi nancial liability and 
the recognition of a new fi nancial liability. The terms 
are substantially diff erent if the discounted present 
value of the cash fl ows under the new terms, including 
any fees paid net of any fees received and discounted 
using the original EIR, is at least 10% diff erent from the 
discounted present value of the remaining cash fl ows of 
the original fi nancial liability. In addition, other qualitative 
factors, such as the currency that the instrument is 
denominated in, changes in the type of interest rate, 
new conversion features attached to the instrument and 
change in covenants are also taken into consideration. If 
an exchange of debt instruments or modifi cation of terms 
is accounted for as an extinguishment, any costs or fees 
incurred are recognised as part of the gain or loss on the 
extinguishment. If the exchange or modifi cation is not 
accounted for as an extinguishment, any costs or fees 
incurred adjust the carrying amount of the liability
and are amortised over the remaining term of the 
modifi ed liability.      
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A financial liability is derecognised when the obligation 
under the liability is discharged, cancelled or expires. 
Where an existing financial liability is replaced by another 
from the same lender on substantially different terms, 
or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated 
as a derecognition of the original liability and the 
recognition of a new liability. The difference between the 
carrying value of the original financial liability and the 
consideration paid is recognised in profit or loss.

1.5.5 Derivatives and hedging activities

A derivative is a financial instrument or other contract 
with all three of the following characteristics: 

- Its value changes in response to the change in a 
specified interest rate, financial instrument price, 
commodity price, foreign exchange rate, index 
of prices or rates, credit rating or credit index, or 
other variable, provided that, in the case of a non-
financial variable, it is not specific to a party to the 
contract (i.e., the ‘underlying’).

- It requires no initial net investment or an initial net 
investment that is smaller than would be required 
for other types of contracts expected to have a 
similar response to changes in market factors. 

- It is settled at a future date. 

The Bank enters into derivative transactions with various 
counterparties. These include interest rate swaps and 
forward foreign exchange contracts. Derivatives are 
initially recognised at fair value on the date on which the 
derivative contract is entered into and are subsequently 
remeasured at fair value. All derivatives are carried 
as assets when fair value is positive and as liabilities 
when fair value is negative. Changes in the fair value 
of derivatives are included in ‘Net income from other 
financial instruments at FVTPL’.

All derivatives are measured at FVTPL except for when 
the derivative is designated and qualifies as a hedging 
instrument, and if so, the nature of the item being hedged 
determines the method of recognising the resulting gain 
or loss. 

The Bank documents, at the inception of the hedge, 
the relationship between hedged items and hedging 
instruments, as well as its risk management objective 
and strategy for undertaking various hedge transactions. 
The Bank also documents its assessment, both at 
hedge inception and on an ongoing basis, of whether 
the derivatives that are used in hedging transactions 
are highly effective in offsetting changes in fair values of 
hedged items.

Fair value hedge

Changes in the fair value of derivatives that are 
designated and qualify as fair value hedges are recorded 
in the consolidated statement of profit or loss, together 
with changes in the fair value of the hedged asset or 
liability that are attributable to the hedged risk. 
If the hedge no longer meets the criteria for hedge 
accounting, the adjustment to the carrying amount of a 
hedged item for which the effective interest rate method 
is used is amortised to profit or loss over the period to 
maturity and recorded as net interest income.

1.5.6 Financial assets or financial liabilities held 
for trading

The Bank classifies financial assets or financial liabilities 
as held for trading when they have been purchased or 
issued primarily for short-term profit making through 
trading activities or form part of a portfolio of financial 
instruments that are managed together, for which there 
is evidence of a recent pattern of short-term profit taking. 
Held-for-trading assets and liabilities are recorded and 
measured in the statement of financial position at fair 
value. Changes in fair value are recognised in net trading 
income. Interest and dividend income or expense is 
recorded in net trading income according to the terms 
of the contract, or when the right to payment has 
been established.

1.5.7 Repurchase agreements

Securities sold under agreements to repurchase at a 
specified future date are not derecognised from the 
statement of financial position as the Bank retains 
substantially all of the risks and rewards of ownership. 
The corresponding cash received is recognised in 
the statement of financial position as an asset with a 
corresponding obligation to return it, including accrued 
interest as a liability within cash collateral on securities 
lent and repurchase agreements, reflecting the 
transaction’s economic substance as a loan to the Bank. 
The difference between the sale and repurchase prices 
is treated as interest expense and is accrued over the 

1. Accounting policies (continued) 

1.5 Summary of significant accounting 
policies (continued) 

1.5.4.2  Derecognition other than for substantial 
modification (continued)
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life of agreement using the EIR. When the counterparty 
has the right to sell or re-pledge the securities, the Bank 
reclassifi es those securities in its statement of fi nancial 
position to fi nancial investments available-for-sale 
pledged as collateral.

1.5.8 Debt instruments at FVOCI

The Bank applies the new category under IFRS 9 of 
debt instruments measured at FVOCI when both of the 
following conditions are met:

- The instrument is held within a business model, 
the objective of which is achieved by both 
collecting contractual cash fl ows and selling 
fi nancial assets

- The contractual terms of the fi nancial asset meet 
the SPPI test

FVOCI debt instruments are subsequently measured at 
fair value with gains and losses arising due to changes 
in fair value recognised in OCI. The Fair Value Reserve in 
equity refl ects the gains and losses recognised in OCI. 
Interest income and foreign exchange gains and losses 
are recognised in profi t or loss in the same manner as 
for fi nancial assets measured at amortised cost. Where 
the Bank holds more than one investment in the same 
security, they are deemed to be disposed of on a fi rst–in 
fi rst–out basis. On derecognition, cumulative gains or 
losses previously recognised in OCI are reclassifi ed from 
OCI to profi t or loss.

1.5.9 Debt issued and other borrowed funds

Issued fi nancial instruments or their components, which 
are not designated at fair value through profi t or loss 
are classifi ed as liabilities, where the substance of the 
contractual arrangement results in ABCIB having an 
obligation either to deliver cash or another fi nancial asset 
to the holder. This includes mainly deposits from banks 
and other fi nancial institutions, deposits from customers, 
term borrowing and subordinated liabilities.

Aft er initial measurement, debt issued and other 
borrowings are subsequently measured at amortised 
cost using the eff ective 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 eff ective interest rate.

1.5.10 Financial guarantees and loan commitments

The Bank issues fi nancial guarantees, letters of credit 
and loan commitments.

Financial guarantees are initially recognised in the 
fi nancial statements at fair value, being the premium 
received. Subsequent to initial recognition, the Bank’s 
liability under each guarantee is measured at the higher 
of the amount initially recognised less cumulative 
amortisation recognised in the statement of profi t or loss, 
and an ECL provision. 

The premium received is recognised in the statement of 
profi t or loss in other operating income on a straight line 
basis over the life of the guarantee.

Undrawn loan commitments and letters of credits are 
commitments under which, over the duration of the 
commitment, the Bank is required to provide a loan with 
pre-specifi ed terms to the customer. Similar to fi nancial 
guarantee contracts, these contracts are in the scope of 
the ECL requirements.

The nominal contractual value of fi nancial guarantees, 
letters of credit and undrawn loan commitments, where 
the loan agreed to be provided is on market terms, are 
not recorded in the statement of fi nancial position.

1.5.11 Fair value measurement

The Bank measures fi nancial instruments at fair value at 
each balance sheet date.

Fair value is the price that would be received to sell 
an asset or paid to transfer a liability in an orderly 
transaction between market participants at the 
measurement date. The fair value measurement is based 
on the presumption that the transaction to sell the asset 
or transfer the liability takes place either:

- In the principal market for the asset or liability, or

- In the absence of a principal market, in the most 
advantageous market for the asset or liability. 

The principal or the most advantageous market must be 
accessible by the Bank. The fair value of an asset or a 
liability is measured using the assumptions that market 
participants would use when pricing the asset or liability, 
assuming that market participants act in their economic 
best interests.

The Bank uses valuation techniques that are appropriate 
in the circumstances and for which suffi  cient data is 
available to measure fair value, maximising the use of 
relevant observable inputs and minimising the use of 
unobservable inputs.
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All assets and liabilities for which fair value is measured 
or disclosed in the financial statements are categorised 
within the fair value hierarchy, described as follows, 
based on the lowest level input that is significant to the 
fair value measurement as a whole:

• Level 1 valuation: Directly observable quotes for 
the same instrument (market prices).

• Level 2 valuation: Directly observable proxies for 
the same instrument accessible at valuation date 
(mark-to-model with market data).

• Level 3 valuation: Derived proxies (interpolation 
of proxies) for similar instruments that have 
not been observed (mark-to-model with 
deduced proxies).

For assets and liabilities that are recognised in the 
financial statements on a recurring basis, the Bank 
determines whether transfers have occurred between 
Levels in the hierarchy by re-assessing categorisation 
(based on the lowest level input that is significant to the 
fair value measurement as a whole) at the end of each 
reporting period.

1.5.12 Impairment of financial assets  

The Bank assesses on a forward-looking basis, the ECL 
associated with its debt instruments assets carried at 
amortised cost and FVOCI and against the exposure 
arising from loan commitments and financial guarantee 
contracts. The Bank recognises an ECL for such losses 
on origination and reassess the expected losses at each 
reporting date. The measurement of ECL reflects:

- An unbiased and probability-weighted amount 
that is determined by evaluating a range of 
possible outcomes; 

- The time value of money; and

- Reasonable and supportable information that 
is available without undue cost or effort at the 
reporting date about past events, current conditions 
and forecasts of future economic conditions. 

To calculate ECL, the Bank estimates the risk of a default 
occurring on the financial instrument during its expected 
life. ECLs are estimated based on the present value of 
all cash shortfalls over the remaining expected life of the 
financial asset, i.e., the difference between: the contractual 

cash flows that are due to the Bank under the contract, 
and the cash flows that the Bank expects to receive, 
discounted at the effective interest rate of the loan.

1.5.12.1  Measurement of ECL

ECL is a probability-weighted estimate of credit losses. It 
is measured as follows:

- financial assets that are not credit-impaired at the 
reporting date: as the present value of all cash 
shortfalls (i.e. the difference between the cash 
flows due to the entity in accordance with the 
contract and the cash flows that the Bank expects 
to receive); 

- financial assets that are credit-impaired at the 
reporting date: as the difference between the 
gross carrying amount and the present value of 
estimated future cash flows; 

- undrawn loan commitments: estimates the 
expected portion of the loan commitment that 
is drawn down over the expected life of the loan 
commitment; and calculates the present value of 
cash shortfalls between the contractual cash flows 
that are due to the entity if the holder of the loan 
commitment draws down that expected portion 
of the loan and the cash flows that the entity 
expects to receive if that expected portion of the 
loan is drawn down; and

- financial guarantee contracts: estimates the 
ECLs based on the present value of the expected 
payments to reimburse the holder for a credit loss 
that it incurs less any amounts that the guarantor 
expects to receive from the holder, the debtor or 
any other party. If a loan is fully guaranteed, the 
ECL estimate for the financial guarantee contract 
would be the same as the estimated cash shortfall 
estimate for the loan subject to the guarantee. 

For the purposes of calculation of ECL, the Bank 
categorises its FVOCI debt securities, loans and advances 
and loan commitments and financial guarantee contracts 
into Stage 1, Stage 2 and Stage 3, based on the applied 
impairment methodology, as described below:

• Stage 1 – Performing: when loans are first 
recognised, the Bank recognises an allowance 
based upto 12- month ECL.

• Stage 2 – Underperforming: when a loan shows a 
significant increase in credit risk, the Bank records 
an allowance for the lifetime ECL.
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• Stage 3 – Impaired: the Bank recognises the 
lifetime ECL for these loans.

For the purposes of categorisation into above stages, the 
Bank has established a policy to perform an assessment 
at the end of each reporting period of whether credit 
risk has increased signifi cantly since initial recognition by 
considering the change in the risk of default occurring 
over the remaining life of the fi nancial instrument.

The Bank records impairment for FVOCI debt securities, 
depending on whether they are classifi ed as Stage 1, 
2, or 3, as explained above. However, the ECL does not 
reduce the carrying amount of these fi nancial assets in 
the statement of fi nancial position, which remains at fair 
value. Instead, an amount equal to the allowance that 
would arise if the asset were measured at amortised 
cost is recognised in OCI as an accumulated impairment 
amount, with a corresponding charge to profi t or loss.

Stage 1

The Bank measures loss allowances at an amount equal 
to 12-month ECL for Stage 1 customers. All fi nancial 
assets are classifi ed as Stage 1 on initial recognition date. 
Subsequently on each reporting date the Bank classifi es 
the following as Stage 1:

- debt type assets that are determined to have low 
credit risk at the reporting date; and 

- on which credit risk has not increased signifi cantly 
since their initial recognition. 

Stage 2

IFRS 9 requires fi nancial assets to be classifi ed in Stage 
2 when their credit risk has increased signifi cantly since 
their initial recognition. For these assets, a loss allowance 
needs to be recognised based on their lifetime ECLs.

The Bank continuously monitors all assets subject to 
ECLs. In order to determine whether an instrument or 
a portfolio of instruments is subject to 12 month ECL or 
lifetime ECL, the Bank assesses whether there has been 
a signifi cant increase in credit risk since initial recognition. 
The Bank considers an exposure to have signifi cantly 
increased in credit risk on various factors including 
number of notches change in internal risk rating, ARCM 
(accounts requiring close monitoring) customers, 
restructured /forbearance, historical delinquency, etc. 
Exceptions to Staging rules and movements can be 
rebutted on a case by case basis by IBCC or the CRO.

It is the Bank’s policy to evaluate additional available 
reasonable and supportive forward-looking information 
as further additional drivers.

Stage 3

Financial assets are included in Stage 3 when there is 
objective evidence that the loan is credit impaired. At 
each reporting date, the Bank assesses whether fi nancial 
assets carried at amortized cost and debt fi nancial assets 
carried at FVOCI are credit-impaired. A fi nancial asset 
is ‘credit-impaired’ when one or more events that have 
detrimental impact on the estimated future cash fl ows of 
the fi nancial asset have occurred.

Evidence that a fi nancial asset is credit-impaired includes 
the following observable data:

- signifi cant fi nancial diffi  culty of the borrower or 
issuer;

- a breach of contract such as a default or past due 
event;

- the restructuring of a loan or advance by the 
Bank on terms that the Bank would not consider 
otherwise; 

- it is becoming probable that the borrower will enter 
bankruptcy or other fi nancial reorganization; or

- the disappearance of an active market for a 
security because of fi nancial diffi  culties.

A loan that has been renegotiated due to deterioration 
in the borrower’s condition is usually considered to be 
credit- impaired unless there is evidence that the risk 
of not receiving contractual cash fl ows has reduced 
signifi cantly and there are no other indicators of 
impairment. In addition, a loan that is overdue for 90 days 
or more is considered impaired. Exceptions to Staging 
rules and movements can be rebutted on a case by case 
basis by IBCC or the CRO.

In making an assessment of whether an investment in 
sovereign debt is credit-impaired, the Bank considers the 
following factors:

- The market’s assessment of creditworthiness as 
refl ected in the bond yields.

- The rating agencies’ assessments of 
creditworthiness.

- The country’s ability to access the capital markets 
for new debt issuance.
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- The probability of debt being restructured, 
resulting in holders suffering losses through 
voluntary or mandatory debt forgiveness.

- The international support mechanisms in place to 
provide the necessary support as ‘lender of last 
resort’ to that country, as well as the intention, 
reflected in public statements, of governments 
and agencies to use those mechanisms. This 
includes an assessment of the depth of those 
mechanisms and, irrespective of the political 
intent, whether there is the capacity to fulfil the 
required criteria.

Other than originated credit-impaired loans, loans are 
transferred from out of Stage 3 if they no longer meet 
the criteria of credit-impaired after a probation period of 
12 months.

Forward looking information

The Bank incorporates forward-looking information in the 
measurement of ECLs.

The Bank considers forward-looking information such 
as macroeconomic factors (e.g., GDP growth, oil prices 
and country’s equity indices) and economic forecasts. 
To evaluate a range of possible outcomes, the Bank 
uses three scenarios: a base case, an upward and a 
downward scenario. The base case scenario represents 
the more likely outcome resulting from the Bank’s 
normal financial planning and budgeting process, while 
the upward and downward scenarios represent more 
optimistic or pessimistic outcomes. For each scenario, the 
Bank derives an ECL and apply a probability weighted 
approach to determine the impairment allowance.

The Bank uses internal information coming from internal 
economic experts, combined with published external 
information from government and private economic 
forecasting services. These forward looking assumptions 
undergo an internal governance process before they are 
applied for different scenarios.

Presentation of allowance for ECL in the statement of 
financial position

Loss allowances for ECL are presented in the statement 
of financial position as follows:

- financial assets measured at amortized cost: as a 
deduction from the gross carrying amount of the 
assets;

- loan commitments and financial guarantee 
contracts: as a provision under other liabilities; 

- where a financial instrument includes both a 
drawn and an undrawn component, and the Bank 
cannot identify the ECL on the loan commitment 
component separately from those on the drawn 
component: the Bank presents a combined loss 
allowance for both components. The combined 
amount is presented as a deduction from the 
gross carrying amount of the drawn component. 
Any excess of the loss allowance over the gross 
amount of the drawn component is presented as a 
provision under other liabilities; and

- debt instruments measured at FVOCI: no loss 
allowance is recognised in the statement of 
financial position because the carrying amount of 
these assets is their fair value. However, the loss 
allowance is disclosed and is recognised in the 
cumulative changes in the fair value reserve.

Limitation of estimation techniques 

The models applied by the Bank may not always capture 
all characteristics of the market at a point in time as they 
cannot be recalibrated at the same pace as changes in 
market conditions. Interim adjustments are expected to 
be made until the base models are updated. Although 
the Bank uses data that is as current as possible, models 
used to calculate ECLs are based on data that is up to 
date except for certain factors for which the data is 
updated once it is available and adjustments are 
made for significant events occurring prior to the 
reporting date. 

Experienced credit adjustment

The Bank’s ECL allowance methodology requires 
the Bank to use its experienced credit judgement to 
incorporate the estimated impact of factors not captured 
in the modelled ECL results, in all reporting periods.

Write-off 

Loans and debt securities are written off (either partially 
or in full) when there is no reasonable expectation of 
recovering a financial asset in its entirety or a portion 
thereof. This is generally the case when the Bank 
determines that the borrower does not have assets or 
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sources of income that could generate suffi  cient cashfl ows 
to repay the amounts subject to the write-off . This 
assessment is carried out at the individual asset level.

Recoveries of amounts previously written off  are included 
in ‘impairment gain / (loss)’ in the income statement. 

Financial assets that are written off  could still be subject 
to enforcement activities in order to comply with the 
Bank’s procedures for recovery of amounts due.

1.5.13 Provisions

Provisions are recognised when the Bank has a present 
obligation (legal or constructive) as a result of a past 
event, and it is probable that an outfl ow of resources 
embodying economic benefi ts will be required to settle 
the obligation and a reliable estimate can be made of the 
amount of the obligation. The expense relating to any 
provision is presented in the income statement net of 
any reimbursement.

1.5.14 Off setting fi nancial instruments 

Financial assets and fi nancial liabilities are off set and the 
net amount reported in the balance sheet if, and only if, 
there is a currently enforceable legal right to off set 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.

1.5.15 Recognition of income and expense 

The Bank recognises revenue when it satisfi es a 
performance obligation by transferring a promised 
good or service. Whilst the Bank provides Commodity 
Murabaha loans as its main Shari’a compliant facility, the 
recognition of revenue with respect to interest income 
and fee & commission income is in line with IFRS15 and 
IFRS9 as explained below.

1.5.15.1  Interest and similar income and expense 

Under IFRS 9, interest income is recorded using the 
EIR (eff ective interest rate) method for all fi nancial 
instruments measured at amortised cost and fi nancial 
instruments designated at FVTPL. Interest income on 
interest bearing fi nancial assets measured at FVOCI under 
IFRS 9, are also recorded by using the EIR method. The 
EIR is the rate that exactly discounts estimated future 
cash receipts through the expected life of the fi nancial 
instrument or, when appropriate, a shorter period, to the 
net carrying amount of the fi nancial asset.

The calculation takes into account all contractual terms 
of the fi nancial instrument and includes any fees or 
incremental costs that are directly attributable to the 
instrument and are an integral part of the EIR, but not 
future credit losses. The carrying amount of the fi nancial 
asset or fi nancial liability is adjusted if ABCIB revises its 
estimates of payments or receipts. The adjusted carrying 
amount is calculated based on the original EIR and the 
change in carrying amount is recorded as interest income 
or expense.

Once the recorded value of a fi nancial asset or a group of 
similar fi nancial assets with Stage 3 impairment has been 
reduced due to an impairment loss, interest income is 
then recognised using the EIR applied to the new carrying 
amount (aft er provision). 

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 EIR on the loan. When it is unlikely 
that a loan will be drawn down, the loan commitment fees 
are recognised over the commitment period on a straight 
line basis.

1.5.15.2  Fee and commission 

ABCIB earns fee and commission income from a diverse 
range of services it provides to its customers. Fee and 
commission income is recognised when ABCIB satisfi es a 
performance obligation. These fees include commission 
income and other management and advisory fees. Fees 
earned for the provision of services over a period of time 
are accrued over that period. Fees received from Letters 
of credits and acceptances are recognised at a point in 
time on completion of the service provided. 

A contract with a customer that results in a recognised 
fi nancial instrument in the ABCIB’s fi nancial statements may 
be partially in the scope of IFRS9 and partially in the scope 
of IFRS15. If this is the case, then ABCIB fi rst applies IFRS9 
to separate and measure the part of the contract that is in 
scope of IFRS9 and then applies IFRS15 to the residual.

Other fee and commission expense relate mainly to 
transaction and service fees, which are expensed as the 
services are received. 

1.5.15.3  Dividend income

Revenue is recognised when ABCIB’s right to receive the 
payment is established.
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1. Accounting policies (continued) 

1.6 Subsidiaries and associates

Investments in subsidiaries and associates are stated 
at cost less impairment losses. Reversals of impairment 
losses are recognised in the income statement if there 
has been a change in the estimates used to determine 
the recoverable amount of the investment.

1.7 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:

Freehold Building - 35 years

Land
- Land is not 

depreciated

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

At each balance sheet date, the carrying values of fixed 
assets are reviewed for indications of impairment. If 
indications are present, these assets are subject to 
impairment review. The impairment review comprises 
comparison of the carrying amount of the asset with its 
recoverable amount; the higher of its net realisable value 
and its value in use. Net realisable value is the amount at 
which the asset can be sold at arm’s length in an open 
market. The value in use is calculated by discounting the 
expected future cash flows from the asset’s continued 
use at a market-based discount rate on a pre-tax basis.

The carrying amount of fixed assets are written down by 
the amount of any impairment and this loss is recognised 
in the income statement immediately. A previously 
recognised impairment loss may be reversed when a 
change in circumstances leads to a change in the estimates 
used to determine the fixed asset’s recoverable amount.

The carrying amount can only be increased to the 
amount the asset would have been pre original 

impairment. The assets’ residual values, useful lives and 
methods of depreciation are reviewed at each financial 
year end and adjusted prospectively, if appropriate.  

1.8 Deferred tax

Deferred tax is provided on temporary differences at 
the reporting date between the tax bases of assets 
and liabilities and their carrying amounts for financial 
reporting purposes. 

Deferred tax liabilities are recognised for all taxable 
temporary differences, except: 

- Where the deferred tax liability arises from the 
initial recognition of goodwill or of an asset or 
liability in a transaction that is not a business 
combination and, at the time of the transaction, 
affects neither the accounting profit nor taxable 
profit or loss

- In respect of taxable temporary differences 
associated with investments in subsidiaries, 
associates and interests in joint ventures, where 
the timing of the reversal of the temporary 
differences can be controlled and it is probable 
that the temporary differences will not reverse in 
the foreseeable future.

Deferred tax assets are recognised for all deductible 
temporary differences, carry forward of unused tax 
credits and unused tax losses, to the extent that it is 
probable that the taxable profit will be available against 
which the deductible temporary differences, and the 
carry forward of unused tax credits and unused tax 
losses can be utilised, except:

- Where the deferred tax relating to the deductible 
temporary difference arises from the initial 
recognition of an asset or liability in a transaction 
that is not a business combination and, at the time 
of the transaction, affects neither the accounting 
profit nor taxable profit or loss

In respect of deductible temporary differences associated 
with investments in subsidiaries, associates and interests 
in joint ventures, deferred tax assets are recognised 
only to the extent that it is probable that the temporary 
differences will reverse in the foreseeable future 
and taxable profit will be available against which the 
temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed 
at each reporting date and reduced to the extent that it 
is no longer probable that sufficient taxable profit will be 
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available to allow all or part of the deferred tax asset to be 
utilised. Unrecognised deferred tax assets are reassessed 
at each reporting date and are recognised to the extent 
that it has become probable that future taxable profi ts will 
allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the 
tax rates that are expected to apply in the year when 
the asset is realised or the liability is settled, based 
on tax rates (and tax laws) that have been enacted or 
substantively enacted at the reporting date.

Deferred tax relating to items recognised outside profi t 
or loss is recognised outside profi t or loss. Deferred tax 
items are recognised in correlation to the underlying 
transaction either in other comprehensive income or 
directly in equity. 

Deferred tax assets and deferred tax liabilities are off set 
if a legally enforceable right exists to set off  current 
tax assets against current income tax liabilities and the 
deferred taxes relate to the same taxable entity and the 
same taxation authority. 

1.9 Taxation 

Current income tax assets and liabilities for the current 
year are measured at the amount expected to be 
recovered from or paid to the taxation authorities. The 
tax rates and tax laws used to compute the amounts are 
those that are enacted or substantively enacted, at the 
reporting date in the countries where ABCIB operates 
and generates taxable income.

1.10 Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in 
hand and balances with central banks of short-term nature.

1.11 Leases 

At inception of a contract, the Bank assesses whether a 
contract is, or contains, a lease. A contract is, or contains, 
a lease if the contract conveys the right to control the 
use of an identifi ed asset for a period of time in exchange 
for consideration. To assess whether a contract conveys 
the right to control the use of an identifi ed asset, the 
Bank uses the defi nition of a lease in IFRS16.

1.11.1 Bank acting as a lessee: 

Right-of-use assets

The Bank recognises right-of-use assets at the 
commencement date of the lease (i.e., the date the 
underlying asset is available for use). Right-of-use 

assets are measured at cost, less any accumulated 
amortisation and impairment losses, and adjusted 
for any remeasurement of lease liabilities. The cost 
of right-of-use assets includes the amount of lease 
liabilities recognised, initial direct costs incurred, and 
lease payments made at or before the commencement 
date less any lease incentives received. Unless the Bank 
is reasonably certain to obtain ownership of the leased 
asset at the end of the lease term, the recognised right-
of-use assets are amortised on a straight-line basis over 
the shorter of its estimated useful life and the lease 
term. Right-of-use assets are subject to impairment. 
The carrying value of right-of-use assets are recognised 
under other assets in the statement of fi nancial position.

Lease liabilities

At the commencement date of the lease, the Bank 
recognises lease liabilities measured at the present 
value of lease payments to be made over the lease 
term. In calculating the present value of lease payments, 
the Bank uses the incremental borrowing rate at the 
lease commencement date if the interest rate implicit 
in the lease is not readily determinable. Aft er the 
commencement date, the amount of lease liabilities is 
increased to refl ect the accretion of interest and reduced 
for the lease payments made. In addition, the carrying 
amount of lease liabilities is remeasured if there is a 
modifi cation, a change in the lease term, a change in the 
in-substance fi xed lease payments or a change in the 
assessment to purchase the underlying asset and is 
recognised under ‘Other liabilities’ in the statement of 
fi nancial position. 

Short-term leases and leases of low-value assets

The Bank applies the short-term lease recognition 
exemption to its short-term leases (i.e. those leases 
that have a lease term of 12 months or less from the 
commencement date and do not contain a purchase 
option). It also applies the lease of low-value assets 
recognition exemption to leases that are considered of 
low value. Lease payments on short-term leases and 
leases of low-value assets are recognised as expense on 
a straight-line basis over the lease term. 

1.11.2 Bank acting as a lessor:

At inception or on modifi cation of a contract that contains 
a lease component, the Bank allocates the consideration 
in the contract to each lease component on the basis of 
their relative stand-alone prices. 
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When the Bank acts as a lessor, it determines at lease 
inception whether each lease is a finance lease or an 
operating lease. 

To classify each of these, the Bank makes an overall 
assessment of whether the lease transfers substantially 
all of the risks and rewards incidental to ownership of the 
underlying asset. If this is the case, then the lease is a 
finance lease, if not, then it is an operating lease. As part 
of this assessment, the Bank considers certain indicators 
such as whether the lease is for the major part of the 
economic life of the asset. 

The Bank recognises lease payments received under 
operating leases as income on a straight line basis over 
the lease term as part of ‘Other operating income’. 

1.12 Pension benefits

1.12.1 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 has been available to all employees. The 
Scheme was closed to the future accrual of 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 
income statement.  

Actuarial gains and losses are recognised in full in the 
statement of comprehensive income 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 
that reflects the full term structure of the Merrill Lynch 
nominal AA corporate spot yield curve), 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. The fair value of assets is based on 
bid value with the exception of the assets invested in 
the targeted return fund, which have a single 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.

1.12.2 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 income statement. 
Unpaid contributions are recorded as a liability.

1.13 Short-term employee benefits

Short-term employee benefits such as salaries, paid 
absences and other benefits, are accounted for on 
an accrual basis over the period the employees have 
provided the services in the year. All expenses related 
to employee benefits are recognised in the income 
statement in staff costs which is part of ‘general and 
administrative expenses’.      
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Notes to the Accounts
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2. Net interest and similar income / expense

2021 2020

Interest income calculated using effective interest method   
Loans and advances to banks 9,109 16,527
Loans and advances to customers 32,009 39,131
Loans and advances to banks measured at FVOCI 1,287 2,510 
Debt instruments at FVOCI 1,269 2,771
Others 3,520 3,440

47,194 64,379 

Other interest and similar income 
Loans and advances to banks measured at FVTPL 2,995 5,635 

2,995 5,635 

Total interest and similar income 50,189 70,014 

Interest and similar expense 
Deposits from banks 3,980 16,805
Customer deposits 642 1,138
Subordinated liabilities 1,660 1,827
Term borrowing 1,922 4,703
Others 533 798

8,737 25,271 

3. Analysis of the profi t and loss account by classifi cation

2021

FVTPL
Amortised 

Cost FVOCI
Non-financial 
instruments Total

Interest and similar income 2,995 44,638 2,556 - 50,189 
Interest and similar expense - (8,737) - - (8,737)

Net Interest and similar income 2,995 35,901 2,556 - 41,452 

Fees and commissions income - 21,379 - - 21,379 
Fees and commissions expense - (5,893) - - (5,893)
Net income from other financial instruments at FVTPL 1,983 - - - 1,983 
Other operating income/ (expense) (132) 158 - 11,842 11,868 

Total operating income 4,846 51,545 2,556 11,842 70,789 
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Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

3. Analysis of the profit and loss account by classification (continued)

2020
Restated*

FVTPL
Amortised 

Cost FVOCI
Non-financial 
instruments Total

Interest and similar income 5,635 59,098 5,281 - 70,014 
Interest and similar expense - (25,271) - - (25,271)
Net Interest and similar income 5,635 33,827 5,281 - 44,743 

Fees and commissions income - 29,850 - - 29,850 
Fees and commissions expense - (5,867) - - (5,867)
Net income from other financial instruments at FVTPL 1,773 - - - 1,773 
Other operating income/ (expense) (102) 57 - (2,249) (2,294)

Total operating income 7,306 57,867 5,281 (2,249) 68,205 

* See note 37

2021 2020

Global 
Transaction 

Banking

Real 
Estate  

& IFS Treasury

Global 
Transaction 

Banking

Real 
Estate  

& IFS Treasury

Fees and commissions income 17,641 3,701 37 25,551 4,274 25 

Fees and commissions expense (5,392) - (501) (5,334) - (533)

12,249 3,701 (464) 20,217 4,274 (508)

4. Other operating income/ (expense)

2021
2020

Restated*

Rental income 345 345 

Profit on sale of commercial assets 158 57 

Net gain from foreign exchange 10,672 1,888 

Other 693 (4,584)

11,868 (2,294)

* See note 37
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5. General and administrative expenses

2021 2020

a) Staff costs:

      Salaries 25,370 25,647 

      Social security costs 3,483 4,280 

      Pension costs (note 36)

      - Defined contribution schemes 1,576 2,082 

      Redundancy cost 1,290 1,757 

31,719 33,766 

Depreciation 1,660 2,915 

Other administrative expenses (including auditors' remuneration - see Note 7) 9,390 16,284 

42,769 52,965 

Other administrative expenses include premises rent and related utilities cost, professional fees, offi  ce system and 
supplies including maintenance contracts and others.

2021
Number

2020
Number

The average monthly number of employees during the year: 219 272 

b)   Directors’ remuneration:

The aggregate remuneration of the Directors of ABCIB for the year was:

2021 2020

Aggregate remuneration in respect of qualifying services 859 3,186 

In respect of the highest paid Director:

- Aggregate remuneration in respect of qualifying services 475 2,142 
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Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

6. Impairment loss

2021 2020

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

Loans and advances to banks (Note 10) 1,033 (820)

Loans and advances to customers (Note 11) (129) (4,617)

Debt investments - FVOCI (Note 12) (2) (21)

Credit commitments (Off-balance sheet) (Note 26) (560) 1,221 

Foreign exchange 68 227 

410 (4,010)

7. Auditors’ remuneration

2021 2020

Auditors’ remuneration: audit of the company's financial statements (451) (493)

audit of subsidiaries of the company (4) (4)

audit related assurance services (59) (22)

Other assurance services - (16)

(514) (535)
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8. Taxation

2021
2020

Restated*

Analysis of tax charge for the year

Current tax:

UK corporation tax - Current year (2,800) (1,703)

Adjustment in respect of prior years (39) 59 

Foreign tax relief/other relief 131 144 

Foreign tax - Current year (131) (365)

Total current tax (2,839) (1,865)

Deferred tax:

Current year (576) (133)

Adjustment in respect of previous periods - 575 

Eff ect of changes in tax rates 329 184 

Total deferred tax (247) 626 

Total tax charge in the Income Statement (3,086) (1,239)

Amounts not charged to the income statement

Current tax 112 522 

Deferred tax (charge) / credit on defi ned benefi t pension scheme actuarial (gain) / loss (1,543) 626 

Deferred tax (charge) / credit on AFS 141 (134)

Deferred tax - prior year 64 -

Total amount not charged to the income statement (1,226) 1,014 

Factors aff ecting tax charge for the year

The diff erences are explained below:

Profi t on ordinary activities before tax 28,430 11,230 

Profi t on ordinary activities multiplied by standard rate of corporation

tax in the UK of 19% (5,402) (2,134)

Eff ect of:

Disregard Regulations - Foreign exchange gain/(loss) 2,053 378 

Disallowed expenses and non-taxable income (27) (75)

Impact of higher overseas tax rates - (221)

Prior year adjustment (39) 634 

Deferred tax unrecognised, tax rate changes and exempt amounts 329 184 

Amounts not recognised - (5)

Total tax charge in Income Statement (3,086) (1,239)

* See note 37
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Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

9. Analysis of assets and liabilities by classification

2021

FVTPL
Amortised 

Cost FVOCI

Non- 
financial 

instruments 
and others Total

Cash and cash equivalents - 8,395 - - 8,395 

Loans and advances to banks 110,621 836,107 56,048 - 1,002,776 

Loans and advances to customers - 1,094,131 - - 1,094,131 

Debt investments - FVOCI - - 466,103 - 466,103 

Derivative financial assets 3,606 - - - 3,606 

Tangible fixed assets - - - 36,270 36,270 

Current tax asset - - - 127 127 

Deferred tax asset - - - 1,574 1,574 

Investment in subsidiary - - - 165,804 165,804 

Prepayments, accrued income and other debtors - 21,682 - 5,411 27,093 

Total assets 114,227 1,960,315 522,151 209,186 2,805,879 

Deposits from banks - 1,711,980 - - 1,711,980 

Customer deposits - 238,737 - - 238,737 

Derivative financial liabilities 635 - - - 635 

Other liabilities, accruals and deferred income - 92,901 - 10,081 102,982 

Pension scheme liability - - - 2,621 2,621 

Term borrowing - 164,793 - - 164,793 

Subordinated liabilities - 50,000 - - 50,000 

Total liabilities 635 2,258,411 - 12,702 2,271,748 
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2020
Restated*

FVTPL
Amortised 

Cost FVOCI

Non-financial 
instruments 

and others Total

Cash and cash equivalents - 47,646 - - 47,646 

Loans and advances to banks 42,415 800,686 131,953 - 975,054 

Loans and advances to customers - 1,105,423 - - 1,105,423 

Debt investments - FVOCI - - 333,872 - 333,872 

Derivative financial assets 490 - - - 490 

Tangible fixed assets - - - 37,386 37,386 

Current tax asset - - - 923 923 

Deferred tax asset - - - 3,159 3,159 

Investment in subsidiary - - - 165,804 165,804 

Prepayments, accrued income and other debtors - 58,321 - 5,309 63,630 

Total assets 42,905 2,012,076 465,825 212,581 2,733,387 

Deposits from banks - 1,650,452 - - 1,650,452 

Customer deposits - 224,299 - - 224,299 

Derivative financial liabilities 5,501 - - - 5,501 

Other liabilities, accruals and deferred income - 51,783 - 4,957 56,740 

Pension scheme liability - - - 12,573 12,573 

Term borrowing - 230,665 - - 230,665 

Subordinated liabilities - 50,000 - - 50,000 

Total liabilities 5,501 2,207,199 - 17,530 2,230,230 

10. Loans and advances to banks

2021 2020

Repayable:
on demand  9,548 142,614 

within three months   395,780 360,513 

between three months and one year   372,140 402,514 

between one and fi ve years   229,033 74,210 

aft er fi ve years   - - 

1,006,501 979,851 

ECL allowance   (3,725) (4,797)

1,002,776 975,054 

Loans and advances to banks - amortised cost 839,832 805,483 

Loans and advances to banks - measured at FVTPL 110,621 42,415 

Loans and advances to banks - measured at FVOCI 56,048 131,953 

1,006,501 979,851 
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Notes to the Accounts
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10. Loans and advances to banks (continued)

Below is an analysis in the gross carrying amount and corresponding ECL allowances:   

2021

Stage 1 Stage 2 Stage 3 Total

Gross carrying amount 

As at 1 January 2021 976,253 - 3,598 979,851 

New assets originated / purchased 945,785 - - 945,785 

Assets fully repaid or derecognised (excluding write-offs) (921,882) - (3,297) (925,179)

Transfers to stage 1 - - - - 

Transfers to stage 2 - - - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns (5,938) - - (5,938)

Recoveries - - (39) (39)

Amounts written-off - - - - 

Foreign exchange & other adjustments 12,018 - 3 12,021 

As at 31 December 2021    1,006,236 - 265 1,006,501 

ECL allowance

As at 1 January 2021 2,682 - 2,115 4,797 

New assets originated / purchased 2,804 - 2,804 

Assets fully repaid or derecognised (excluding write-offs) (1,822) - (1,836) (3,658)

Transfers to stage 1 - - - - 

Transfers to stage 2 - - - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns (30) - - (30)

Changes to models and inputs used for ECL calculations* 579 - - 579 

Recoveries - - (39) (39)

Amounts written-off - - - - 

Foreign exchange & other adjustments (753) - 25 (728)

As at 31 December 2021 3,460 - 265 3,725 

Net carrying amount 1,002,776 - - 1,002,776 

* Refer to Basis of Preparation section in Note 1.2

82



Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

Below is an analysis in the gross carrying amount and corresponding ECL allowances:   

2020

Stage 1 Stage 2 Stage 3 Total

Gross carrying amount 

As at 1 January 2020 1,186,662 3,271 458 1,190,391 

New assets originated / purchased 1,522,123 - - 1,522,123 

Assets fully repaid or derecognised (excluding write-offs) (1,390,329) (3,164) - (1,393,493)

Transfers to stage 1 - - - - 

Transfers to stage 2 (3,295) 3,295 - - 

Transfers to stage 3 - (3,297) 3,297 - 

Partial redemptions and other drawdowns (103,641) 2 - (103,639)

Recoveries - - (47) (47)

Amounts written-off - - - - 

Foreign exchange & other adjustments (23,588) (107) (9) (23,704)

Transfer to ABCSA (211,679) - (101) (211,780)

As at 31 December 2020 976,253 - 3,598 979,851 

ECL allowance

As at 1 January 2020 3,999 11 376 4,386 

New assets originated / purchased 8,089 - 8,089 

Assets fully repaid or derecognised (excluding write-offs) (2,335) (10) - (2,345)

Transfers to stage 1 - - - - 

Transfers to stage 2 (1,813) 1,813 - - 

Transfers to stage 3 - (1,813) 1,813 - 

Partial redemptions and other drawdowns (5,538) 1 - (5,537)

Changes to models and inputs used for ECL calculations 778 - - 778 

Recoveries - - (47) (47)

Amounts written-off - - - - 

Foreign exchange & other adjustments (109) (2) (7) (118)

Transfer to ABCSA (389) - (20) (409)

As at 31 December 2020 2,682 - 2,115 4,385 

Net carrying amount 973,571 - 1,483 975,054 

11.  Loans and advances to customers

2021 2020

Repayable:

on demand  43,596 4,091 

within three months  733,650 477,509 

between three months and one year  176,261 381,127 

between one and fi ve years  149,568 251,906 

aft er fi ve years  2,968 3,383 

1,106,043 1,118,016 

ECL allowance   (11,912) (12,593)

1,094,131 1,105,423 
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11.  Loans and advances to customers (continued)

Below is an analysis in the gross carrying amount and corresponding ECL allowances:   

2021

Stage 1 Stage 2 Stage 3 Total

Gross carrying amount 

As at 1 January 2021 941,585 174,184 2,247 1,118,016 

New assets originated / purchased 790,891 - - 790,891 

Assets fully repaid or derecognised (excluding write-offs) (805,599) (501) - (806,100)

Transfers to stage 1 - - - - 

Transfers to stage 2 (1,695) 1,695 - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns (1,380) (20,226) - (21,606)

Recoveries - - (53) (53)

Amounts written-off - - (757) (757)

Foreign exchange & other adjustments 20,366 5,412 (126) 25,652 

As at 31 December 2021 944,168 160,564 1,311 1,106,043 

ECL allowance

As at 1 January 2021 914 9,520 2,159 12,593 

New assets originated / purchased 367 - - 367 

Assets fully repaid or derecognised (excluding write-offs) (535) (2) - (537)

Transfers to stage 1 - - - - 

Transfers to stage 2 (34) 34 - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns   (108) 469 - 361 

Changes to models and inputs used for ECL calculations* 64 - - 64 

Recoveries - - (53) (53)

Amounts written-off - - (757) (757)

Foreign exchange & other adjustments (204) 116 (38) (126)

As at 31 December 2021 464 10,137 1,311 11,912 

Net carrying amount 943,704 150,427 - 1,094,131 

* Refer to Basis of Preparation section in Note 1.2       

84



Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

2020

Stage 1 Stage 2 Stage 3* Total

Gross carrying amount 

As at 1 January 2020 1,312,947 128,434 2,729 1,444,110 

New assets originated / purchased 1,414,346 - - 1,414,346 

Assets fully repaid or derecognised (excluding write-off s) (1,359,154) (21,293) - (1,380,447)

Transfers to stage 1 - - - - 

Transfers to stage 2 (65,045) 65,045 - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns (5,316) 9,424 - 4,108 

Recoveries - - (21) (21)

Amounts written-off - - - - 

Foreign exchange & other adjustments (30,162) (7,426) (367) (37,955)

Transfer to ABCSA (326,031) - (94) (326,125)

As at 31 December 2020 941,585 174,184 2,247 1,118,016 

ECL allowance

As at 1 January 2020 1,750 4,897 2,201 8,848 

New assets originated / purchased 4,305 - - 4,305 

Assets fully repaid or derecognised (excluding write-off s) (1,225) (51) - (1,276)

Transfers to stage 1 - - - - 

Transfers to stage 2 (4,180) 4,180 - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns   913 654 - 1,567 

Changes to models and inputs used for ECL calculations 212 - - 212 

Recoveries - - (21) (21)

Amounts written-off - - - - 

Foreign exchange & other adjustments (8) (160) (2) (170)

Transfer to ABCSA (853) - (19) (872)

As at 31 December 2020 914 9,520 2,159 12,593 

Net carrying amount 940,671 164,664 88 1,105,423 

*£242k of credit enhancements via export credit agency guarantee.      
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12. Debt investments - FVOCI

2021 2020

Listed (Debt investments) 466,103 333,872 

466,103 333,872 

Due within one year 261,612 176,899 

Due between one and two years 127,340 78,486 

Due between two and five years 77,151 78,487 

466,103 333,872 

All debt instruments are issued by Governments and non-public corporate bodies.

The movement on debt investments is as follows:

2021 2020

At 1st January 333,872 277,909 

Additions 556,393 212,215 

Repayments and disposals (419,232) (152,887)

Fair value movement (1,047) 681 

Exchange movements (3,883) (4,046)

At 31st December 466,103 333,872 

13. 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%

Arab Banking Corporation SA* Financial services France 99.9%
      

14. Derivative financial assets

2021 2020

Interest rate swaps 513 293 

Foreign exchange contracts 3,093 197 

3,606 490 

The registered address for all of the above entities is 
the same as that of ABCIB, apart from Arab Banking 
Corporation SA (ABCSA), which has a registered address 
of 8 Rue Halévy, Paris, 75009, France. 

* Arab Banking Corporation SA is the newly created 
French subsidiary which will be the hub of the European 
operations post Brexit transition. During 2019 and 2020 
there were a capital injections of €4.96 million and €177.15 
million respectively by ABCIB.
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15. Tangible fi xed assets

Freehold 
land and 
buildings

Leasehold
improvements

Furniture
and 

fittings
Office

equipment
Motor

vehicles Total

Cost:

At 1st January 2021 37,406 2,205 2,417 8,322 - 50,350 

Additions - - 2 456 - 458 

Disposals - - - - - - 

Exchange differences and other adjustments - - - - - - 

At 31st December 2021 37,406 2,205 2,419 8,778 - 50,808 

Depreciation:

At 1st January 2021 2,532 1,243 2,029 7,160 - 12,964 

Charge for the year 562 201 114 697 - 1,574 

Disposals - - - - - - 

Exchange differences and other adjustments - - - - - - 

At 31st December 2021 3,094 1,444 2,143 7,857 - 14,538 

Net book value

At 31st December 2021 34,312 761 276 921 - 36,270 

At 31st December 2020 34,874 962 388 1,162 - 37,386 

Included within the ‘Freehold land and buildings’ is land of £18.0 million, which is not depreciated.

16. Deferred tax asset

2021 2020

At 1st January 3,159 2,041 

Recognised deferred tax (charge) / credit to income statement for the period (247) 51 

Deferred tax (charge) / credit in OCI for the period (1,401) 492 

Adjustment in respect of prior years 63 575 

At 31st December 1,574 3,159 

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

Deferred tax on IFRS9 Day 1 impact 1,067 946 
Debt Investments at FVOCI 27 (177)

Liability in respect of temporary diff erences trading 98 62 

Liability in respect of accelerated capital allowances (567) (395)

Deferred tax asset on pension 949 2,723 

1,574 3,159 
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16. Deferred tax asset (continued)

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. The Bank has no unrecognised 
deferred tax assets in 2021 (2020: £nil).

In the Spring Budget 2021, the Government announced 
that from 1 April 2023 the corporation tax rate will 

increase to 25%. As the proposal to increase the rate 
to 25% has been substantively enacted at the balance 
sheet date, its effects are now included in these financial 
statements and considered the Deferred tax closing to be 
at 25%. Each balance should be reviewed to understand 
which elements will unwind prior to 1 April 2023 and 
as such should be still recognised at 19% for those 
unwinding in the 2022 period or a marginal rate of 23.5% 
for the 31 December 2023. The impact of the post 
balance sheet date change in tax rate is not expected 
to be material.

17. Prepayments, accrued income and other debtors

2021 2020

Interest receivable 8,952 10,625 

Prepayments and accrued income 6,990 7,618 

Right-of-use asset (Note 27) 108 102 

FX Contracts 7,499 41,939 

Other 3,544 3,346 

27,093 63,630 

18. Deposits from banks 

2021 2020

Repayable:

on demand 263,613 325,785 

within three months 417,649 372,273 

between three months and one year 606,853 654,442 

between one and five years 423,865 297,952 

1,711,980 1,650,452 

19. Customer deposits

2021 2020

Repayable:

on demand 63,578 88,689 

within three months 140,524 101,257 

between three months and one year 34,635 34,353 

238,737 224,299 
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20. Derivative fi nancial liabilities

2021 2020

Interest rate swaps 368 783 

Foreign exchange contracts 267 4,718 

635 5,501 

21. Other liabilities, accruals and deferred income

2021 2020

Interest payable 1,844 1,875 

Accruals and deferred income 11,032 5,212 

Lease liability 195 154 

FX Contracts 7,499 41,939 

Cash collateral on securities lent and repo arrangements* 77,117 - 

Other 5,295 7,560 

102,982 56,740 

*During its normal course of business, the Bank may sell securities under agreement to repurchase (repos).
The accounting policy pertaining to the treatment of these transactions is explained in note 1.5.7

22. Term borrowing

2021 2020

Repayable:

Within one year 35,000 102,450 

between one and two years 129,793 - 

between two and five years - 128,215 

164,793 230,665 

Interest on all term borrowing is calculated by reference to LIBOR plus margins. With the transition away from IBOR, the 
debt will move onto the relevant alternative reference rate (ARR).       
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23. Subordinated liabilities

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

2021 2020

GBP 50.0 million Sub-Debt carrying interest at three months LIBOR plus 3.25% 50,000 50,000 

50,000 50,000 

On 2nd December 2015 ABCIB issued an FRN for £50 million repayable at par on 31st December 2025. The subordinated 
liabilities are due to the Immediate Parent Undertaking.    

24. Share capital

Authorised Issued

Ordinary shares of £1 each      

At 1st January 2021 300,000 212,296 

At 31st December 2021 300,000 212,296 

25. Regulatory capital

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 Prudential Regulation Authority (PRA) 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 PRA supervises ABCIB and as such receives 
information on the capital adequacy of ABCIB. The PRA 
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 regulatory 
capital adequacy requirements during 2021 and 2020. 

ABCIB’s capital is divided into two tiers:

Tier 1 capital comprises equity shareholders’ funds.

Tier 2 capital comprises the £50 million subordinated debt 
we have received from the Immediate Parent. 

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 
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 and interest rate 
position risks, and counterparty risk.    
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Capital structure 2021
2020

Restated*

Share capital 212,296 212,296 

Retained earnings 321,493 289,824 

IFRS 9 transitional arrangements** 5,886 6,148 

Foreseeable dividend (7,270) -

Investment in subsidiary - capital deduction*** (112,467) (115,551)

Other regulatory adjustments (421) 407 

Tier 1 Capital 419,517 393,124 

2021 2020

Subordinated liability**** 40,027 50,000 

Tier 2 capital 40,027 50,000 

Total regulatory capital 459,544 443,198 

Risk-weighted assets (unaudited)

Risk-weighted assets

Credit and counterparty credit risk 2,362,339 2,246,407 

Operational risk 144,216 150,987 

Market risk 1,121 2,099 

Total 2,507,676 2,399,493 

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

-contingent liabilities 128,539 121,833 

-commitments 162,831 154,613 

Risk Asset Ratio % %

Total capital 18.3% 18.5%

Tier 1 Capital Ratio 16.7% 16.4%

Tier 1 Capital incorporates the profi t for the respective years.

* See note 37

** Transitional arrangements as per EBA regulation 2017/2395 and article 473a of CRR

*** CRR article 48(a) add back

****Tier 2 amortisation as per article 64 of CRR, as subordinated liability maturity is less than 5 years.   
    

91ABC INTERNATIONAL BANK PLC ANNUAL REPORT 2021



Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

2021 2020

Contingent liabilities 562,835 460,963 

Commitments 266,823 264,681 

829,658 725,644 

Below is an analysis in the gross carrying amounts and corresponding ECL allowances is as follows:

2021

Stage 1 Stage 2 Stage 3 Total

Gross carrying amount

As at 1 January 2021 644,935 80,146 563 725,644 

New exposures 500,348 - - 500,348 

Matured exposures (280,360) (10,827) - (291,187)

Transfers to stage 1 5,394 (5,394) - - 

Transfers to stage 2 (2,203) 2,203 - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns (111,805) (2,276) - (114,081)

Amounts written off - - - - 

Foreign exchange & other adjustments 7,939 988 7 8,934 

As at 31 December 2021                                                    764,248 64,840 570 829,658 

ECL allowance

As at 1 January 2021  733 965 563 2,261 

New exposures 200 - - 200 

Matured exposures (146) (97) - (243)

Transfers to stage 1 87 (87) - - 

Transfers to stage 2 (15) 15 - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns 388 188 - 576 

Amounts written off - - - - 

Changes to models and inputs used for ECL calculations* 207 - - 207 

Foreign exchange & other adjustments (198) 11 7 (180)

As at 31 December 2021                                                                      1,256 995 570 2,821 

* Refer to Basis of Preparation section in Note 1.2       

The Bank expects that not all of the contingent liabilities or commitments will be drawn before expiry of the commitments. 
      

26. Credit commitments and contingent items

Credit commitments and contingent items include 
commitments to extend credit, standby letters of credit, 

acceptances and guarantees, which are structured to 
meet the various requirements of customers. At the 
balance sheet date, the principal outstanding was 
as follows:       
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2020

Stage 1 Stage 2 Stage 3* Total

Gross carrying amount

As at 1 January 2020  1,168,466 136,013 8,940 1,313,419 

New exposures 1,138,134 - - 1,138,134 

Matured exposures (986,105) (77,232) - (1,063,337)

Transfers to stage 1 12,311 (12,311) - - 

Transfers to stage 2 (73,432) 73,432 - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns (131,043) (1,818) - (132,861)

Amounts written off - - - - 

Foreign exchange & other adjustments (10,497) (2,362) 297 (12,562)

Transfer to ABCSA (472,899) (35,576) (8,674) (517,149)

As at 31 December 2020                                                                      644,935 80,146 563 725,644 

ECL allowance

As at 1 January 2020 1,182 2,886 3,739 7,807 

New exposures 1,822 - - 1,822 

Matured exposures (490) (2,302) - (2,792)

Transfers to stage 1 4 (4) - - 

Transfers to stage 2 (1,031) 1,031 - - 

Transfers to stage 3 - - - - 

Partial redemptions and other drawdowns (236) (348) - (584)

Amounts written off - - - - 

Impact on year end ECL of exposures transferred between stages 205 - - 205 

Foreign exchange & other adjustments 4 (82) 206 128 

Transfer to ABCSA (727) (216) (3,382) (4,325)

As at 31 December 2020                                                                      733 965 563 2,261 

* £3.093 million of credit enhancements via export credit agency guarantee. 
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27. Leases

i)  Bank acting as a lessee (IFRS16)       

The Bank has entered into a number of commercial leases for premises and other equipment.

2021

Right-of-use assets
Land and 
buildings

IT 
equipment

Motor 
vehicles Total

Balance at 1 January 27 - 75 102 

Depreciation charge for the year (36) - (49) (85)

Additions to right-of-use assets 32 - 59 91 

Balance at 31 December 23 - 85 108 

ii)  Bank acting as a lessor   

The Bank acts as a lessor for commercial leases for premises in respect of ABC House. 

2021 2020

Within one year 375 375 

After one year but not more than five years 1,613 113 

1,988 488 

      

28. Financial Instrument Contracts

a)  Derivative financial instruments

In the ordinary course of business the Bank enters 
into various types of transactions that involve 
derivative financial instruments either as trading or 
hedging instruments. Derivative contracts are financial 
instruments that derive their value from an underlying 
rate or price. Trading transactions include all customer 
and proprietary transactions and related economic 
hedges of foreign exchange and interest rate exposures. 
ABCIB uses interest rate swap contracts to hedge against 
interest rate movements in relation to certain loans 
and advances to customers, deposits from customers 
and subordinated liabilities. Hedging transactions 
comprise derivatives used to hedge specific interest rate 
mismatches. The table below shows the fair values of 
derivative financial instruments. The notional amount is 
that 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 outstanding at year end and 
are not indicative of either market or credit risk. 

Derivatives entered into by ABCIB which provide 
economic hedges are treated as ‘Derivatives held for 
trading’. The Bank has Fair value hedge accounting 
arrangements in place to hedge the fair value changes 
arising from interest rate fluctuations on fixed price 
bonds (debt investments at FVOCI). The Bank manages 
this risk exposure by entering into pay fixed / receive 
floating interest rate swaps. Only the interest rate risk 
element is hedged and therefore other risks, such as 
credit risk, are managed but not hedged by the Bank. The 
interest rate risk component is determined as the change 
in fair value of the bonds arising solely from changes in 
LIBOR (the benchmark rate of interest). Such changes 
are usually the largest overall component of the overall 
change in fair value. This strategy is designated as a fair 
value hedge and its effectiveness is assessed by critical 
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terms matching and measured by comparing changes in 
the fair value of the bonds attributable to the changes in 
the benchmark rate of interest with changes in the fair 
value of the interest rate swaps. Hedge effectiveness is 
determined at the inception of the hedge relationship, 
and through periodic prospective effectiveness 
assessments to ensure that an economic relationship 
exists between the hedged item and hedging instrument.

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. Foreign currency and interest rate 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 interest or foreign currency amounts based 
on a specific notional amount. For interest rate swaps, 
counterparties generally exchange fixed and floating
rate of interest payments based on a notional value in
a single currency.   

2021 2020

FV-
Assets

FV-
Liabilities

Notional 
amount FV-Assets

FV-
Liabilities

Notional 
amount

i) Derivatives held for trading

Forward foreign exchange contracts &
Interest rate swaps

Total at 31st December 3,232 406 268,071 490 5,049 252,200 

ii) Derivatives used for fair value hedging

Interest rate swaps

Total at 31st December 374 229 28,925 - 452 7,327 

Total at 31st December 3,606 635 296,996 490 5,501 259,527 

Fair value has been determined using discounted cash flow models applying risk adjusted interest rates as appropriate. 
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28. Financial Instrument Contracts (continued)

b)  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.

2021

Not 
more
than 

3 
months

£m

More 
than 

3 
months
but not 

more
than 6 

months
£m

More 
than

6 
months
but not 

more
than 1 

year
£m

More 
than

1 year 
but not 

more
than 5 
years

£m

More
than

5 years
£m

Non 
interest
bearing

£m
Total

£m

Assets

Cash and cash equivalents 8.4 - - - - - 8.4 

Investment in subsidiary - - - - - 165.8 165.8 

Loans and advances to banks 603.5 148.5 253.5 0.8 - (3.5) 1,002.8 

Loans and advances to customers 1,016.7 79.2 1.3 7.5 - (10.6) 1,094.1 

Debt investments - FVOCI 186.6 68.2 106.3 105.0 - - 466.1 

Derivative financial instruments, 
deferred tax asset, prepayments, 
accrued income and other assets

- - - - - 32.4 32.4 

Fixed assets - - - - - 36.3 36.3 

Total assets 1,815.2 295.9 361.1 113.3 - 220.4 2,805.9 

Liabilities and shareholders’ funds

Deposits from banks 1,586.5 18.2 37.1 70.2 - - 1,712.0 

Customer deposits 204.1 33.0 1.7 - - - 238.8 

Derivative financial liabilities, other 
liabilities, accruals and deferred 
income, current tax liability and 
pension scheme liability

77.1 - - - - 29.1 106.2 

Term borrowing and
subordinated liabilities

214.8 - - - - - 214.8 

Shareholders’ funds - - - - - 534.1 534.1 

Total liabilities and shareholders’ funds 2,082.5 51.2 38.8 70.2 - 563.2 2,805.9 

Net position (267.3) 244.7 322.3 43.1 - (342.8)
Off balance sheet - - - - - - 

Interest rate sensitivity gap (267.3) 244.7 322.3 43.1 - (342.8)

Cumulative gap (267.3) (22.6) 299.7 342.8 342.8 -
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2020
Restated*

Not 
more

than 

3 
months

£m

More 
than 

3 
months

but not 
more

than 6 
months

£m

More 
than

6 
months

but not 
more

than 1 
year

£m

More 
than

1 year 

but not 
more

than 5 
years

£m

More

than

5 years

£m

Non 

interest

bearing

£m

Total

£m

Assets

Cash and cash equivalents 47.7 - - - - - 47.7 

Investment in subsidiary - - - - - 165.8 165.8 

Loans and advances to banks 698.6 124.8 150.7 3.7 - (2.7) 975.1 

Loans and advances to customers 1,044.1 64.9 0.8 8.0 - (12.5) 1,105.3 

Debt investments - FVOCI 274.9 45.0 - 14.0 - - 333.9 

Derivative fi nancial instruments, 
deferred tax asset, prepayments, 
accrued income and other assets

- - - - - 68.2 68.2 

Fixed assets - - - - - 37.4 37.4 

Total assets 2,065.3 234.7 151.5 25.7 - 256.2 2,733.4 

Liabilities and shareholders’ funds

Deposits from banks 1,496.8 46.0 103.8 3.8 - - 1,650.4 

Customer deposits 189.9 32.6 1.8 - - - 224.3 

Derivative fi nancial liabilities, other 
liabilities, accruals and deferred 
income, current tax liability and 
pension scheme liability

- - - - - 74.8 74.8 

Term borrowing and
subordinated liabilities

280.7 - - - - - 280.7 

Shareholders’ funds - - - - - 503.2 503.2 

Total liabilities and shareholders’ funds 1,967.4 78.6 105.6 3.8 - 578.0 2,733.4 

Net position 98.0 156.1 45.9 21.9 - (321.8)
Off  balance sheet - - - - - - 

Interest rate sensitivity gap 98.0 156.1 45.9 21.9 - (321.8)

Cumulative gap 98.0 254.1 300.0 321.8 321.8 -
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29. Fair value of financial instruments 

The table below provides an analysis of financial 
instruments that are measured subsequent to initial 
recognition at fair value, grouped into Levels 1 to 3 based 
on the degree to which the fair value is observable. 

Level 1

The fair value of financial instruments traded in active 
markets is based on quoted market prices at the 
reporting date. A market is regarded as active if quoted 
prices are readily and regularly available from an 
exchange, dealer, broker, industry group, pricing service, 
or regulatory agency, and those prices represent actual 
and regularly occurring market transactions on an arm’s 

There were no transfers between level 1 and level 2 during 
the year ended 31 December 2021 (31 December 2020: 
none).

For financial assets and liabilities carried at amortised cost, 
The Bank does not consider the fair value to be materially 
different from their carrying value considering the 
underlying nature of the portfolios being generally liquid or 
having a short term maturity (less than three months). This 
assumption is also applied to demand deposits without a 
specific maturity, and variable rate financial instruments of 
high credit quality. 

30. Market and liquidity risk 

Market Risk

Market risk refers to the direct financial risk to the Bank 
resulting from movements in market prices, in particular, 
changes in interest rates, foreign exchange rates, and 
equity and commodity prices.

length basis. The quoted market price used for financial 
assets held by the Group is the current bid price. These 
instruments are included in Level 1. 

Level 2

The fair value of financial instruments that are not 
traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation 
techniques. These valuation techniques maximise the 
use of observable market data where it is available and 
rely as little as possible on entity specific estimates. If all 
significant inputs required to fair value an instrument are 
observable, the instrument is included in level 2.  
     

The Bank uses various market risk techniques and 
measurements to manage its investment and trading book 
by setting limits that are monitored on a daily basis by the 
Head of Market Risk & Head of Treasury. The Bank uses 
the Value at Risk (“VaR”) as one of the measurements with 
99% confidence level and one day holding period where 
positions are re-valued on a daily basis using historical 
market data. The Bank uses the Basis Point Value (“BPV”) 
technique to measure and monitor the banking book 
sensitivity to interest rates, which are monitored daily at 
the bank level and by currency, and maintained within 
prescribed limits. 

The Bank has a small Trading book for spot and forward 
foreign exchange markets, the trading for which is 
maintained within a modest VaR limit and other market risk 
parameters. Any open positions are small and are re-valued 
on a daily basis.

Measurement level 2021 2020

Financial assets at fair value (net of ECL)

Debt investments - FVOCI 1 425,980 333,872 

Debt investments - FVOCI 2 40,123 - 

Derivative financial assets 2 3,606 490 

Loans and advances to banks - FVTPL 2 110,621 42,415 

Loans and advances to banks - FVOCI 2 56,048 131,953 

Financial liabilities at fair value (net ECL)

Derivative financial liabilities 2 635 5,501 
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Liquidity risk

Liquidity risk is the risk to the Bank’s earnings, capital and 
solvency, arising from an 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).

Liquidity risks are reviewed and monitored in the 
Assets and Liabilities Committee (ALCO). The Bank has 
appropriate strategies, policies, processes and systems 
that are comprehensive and proportionate to the nature, 
scale and complexity of the Bank’s activities and enable 
the Bank to identify, measure, manage and monitor 
liquidity risk ensuring continuous liquidity. The Bank also 
assesses, monitors and maintains on a daily basis the 
amounts, types and distribution of liquidity resources 
that it considers adequate to cover:

•  The nature and level of the liquidity risk to which it 
is or might be exposed; 

•  The risk that the Bank cannot meet its liabilities as 
they fall due; 

•  The risk that its liquidity resources might in the 
future fall below the level, or differ from the quality 

The Bank uses derivatives in order to reduce its 
exposure to market risks as part of its asset and liability 
management. This is achieved by entering into derivative 
contracts that hedge against the risk of treasury losses 
from mismatches in maturities, interest rates and 

and funding profile, of those resources considered 
appropriate and agreed with the Prudential 
Regulation Authority (PRA) and covered by 
Individual Liquidity Adequacy Assessment Process 
(ILAAP); and

•  The risk that the Bank’s liquidity resources 
fall below the level detailed in the Capital 
Requirements Regulation (CRR) requirements for 
the Liquidity Cover Ratio. 

The Bank has set risk appetite levels for Liquidity 
Coverage Ratio (LCR) and Net Stable Funding Ratio 
(NSFR). The Bank also manages liquidity risk through 
various Early Warning Indicators (EWIs). 

Analysis of financial liabilities by remaining maturities

The table below summarises the maturity of ABCIB’s 
financial liabilities at 31st December 2021 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.  
     

currencies in the asset and liability base. Interest rate and 
currency swap agreements are most commonly used to 
this effect.

Market Risk and other risks are reviewed in the ABCIB 
Assets and Liabilities Committee (ALCO).

2021
Average

2020
Average

ABCIB’s VaR exposures: 5 6 

ABCIB’s BPV Sensitivity of 1 bps movement:

Banking book 17 10 
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30. Market and liquidity risk (continued)

2021

Not more 
than 3 

months

More than 
3 months 

but not 
more than 

1 year

More than 
1 year but 
not more 

than 5 
years

More than 
5 years Total

Financial Liabilities

Deposits from Banks, Customers, Term borrowing
and Subordinated Liabilities

920,364 641,488 603,658 - 2,165,510 

Derivative financial liabilities 226 41 368 - 635 

Commitments 9,044 40,655 217,124 - 266,823 

Financial guarantees 31,830 77,750 - - 109,580 

Cash collateral on securities lent and
repo arrangements

77,117 - - - 77,117 

Other 7,408 - - - 7,408 

2020

Not more 
than 3 

months

More than 
3 months 

but not 
more than 

1 year

More than 
1 year but 
not more 

than 5 
years

More than 
5 years Total

Deposits from Banks, Customers, Term borrowing
and Subordinated Liabilities

990,455 688,795 476,166 - 2,155,416 

Derivative financial liabilities 4,718 38 745 - 5,501 

Commitments 58,321 66,759 139,601 - 264,681 

Financial guarantees 70,564 97,493 8,456 - 176,513 

Other 41,939 - - - 41,939 
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31. Credit risk

Credit Risk is defined as risk of loss of principal or loss 
of a financial reward stemming from a borrower’s failure 
to repay a loan or otherwise meet their contractual 
payment obligation on time and in full.

Credit risk is managed by the ABCIB Credit Committee 
(IBCC), which is the main credit risk decision-making forum 
of ABCIB. IBCC has the following roles and responsibilities:

•  Decline or approve credit proposals, or 
recommend them for approval at a Group level, in 
line with its delegated authorities. 

•  Review and challenge Internal Risk Ratings (IRR) 
and any overrides as applicable. 

•  Review and recommend for approval all credit 
policies and risk acceptance criteria.

•  Review and approve the design and use of credit 
models, including IFRS9 models. 

•  Monitor risk metrics relating to the overall credit 
portfolio, and recommend action where required. 

•  Review and approve credit impairment provisions, 
both individually and at a portfolio level. 

•  Delegate its authorities to a sub-committee.

Credit risk is managed through risk assessment of 
counterparty, country, industry and other relevant risks. 
Credit limits are set in line with the aforementioned risk 
assessment and also considers standard mitigation and 
credit control practices.

•  Relationship managers in the first line of defence 
are responsible for day-to-day management of 
existing credit exposures, and for periodic review 
of the client and associated risks. 

•  The credit risk team in the second line of defence 
is responsible for:

- Independent credit review of all clients. 

- Monitoring and maintaining oversight of 
the credit portfolio through client reviews, 
portfolio MI and KRIs.

Credit risk impairment assessment and mitigation

Exposure at default (EAD) 

The exposure at default (EAD) represents the gross 
carrying amount of the financial instruments subject to 

the impairment calculation, addressing both the client’s 
ability to increase its exposure while approaching default 
and also potential early repayments. EAD for unfunded 
facilities is calculated by multiplying the outstanding 
exposure with the appropriate credit conversion factor 
(“CCF”), ranging from 20% to 100%.

To calculate the EAD for a Stage 1 loan, the Bank assesses 
the possible default events within 12 months. For Stage 
2 and Stage 3, the exposure at default is considered for 
events over the lifetime of the instruments.

The triggers for movements to Stage 2 and SICR are 
various factors including number of notches change 
in internal risk rating, ARCM (accounts requiring close 
monitoring) customers, restructured /forbearance, 
historical delinquency, etc.

The Bank determines EADs by modelling the range 
of possible exposure outcomes at various points in 
time, corresponding the multiple scenarios. The IFRS 9 
probabilities of default (“PD”s) are then assigned to
each economic scenario based on the outcome of
Bank’s models.

Loss given default (LGD)

The credit risk assessment is based on a standardised 
LGD assessment framework that results in a specified 
LGD rate. The Bank uses models to calculate the LGD 
values taking into account the collateral type, collateral 
value, economic scenarios, industry of the borrower, 
etc. LGD rates take into account the expected EAD in 
comparison to the amount expected to be recovered or 
realised from any collateral held.

Under IFRS 9, LGD rates are estimated for each asset 
class. The inputs for these LGD rates are estimated and, 
where possible, calibrated through back testing against 
recent recoveries. These are repeated for each economic 
scenario as appropriate.

Definition of default and cure

The Bank considers a financial instrument defaulted and 
therefore Stage 3 (credit-impaired) for ECL calculations in 
all cases when the borrower becomes 90 days past due 
on its contractual payments. 

As a part of a qualitative assessment of whether a 
customer is in default, the Bank also considers a variety 

of instances that may indicate unlikeliness to pay. When 

such events occur, the Bank carefully considers whether 
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the event should result in treating the customer as 

defaulted and therefore assessed as Stage 3 for ECL 

calculations or whether Stage 2 is appropriate. Such 

events include:

-  Internal rating of the borrower indicating default 

or near-default

-  The borrower requesting emergency funding from 

the Bank

-  The borrower having past due liabilities to public 

creditors or employees

-  The borrower is deceased

-  A material decrease in the underlying collateral 

value where the recovery of the loan is expected 

from the sale of the collateral 

-  A material negative change in the borrower’s 

financial performance or structure 

-  A covenant breach not waived by the Bank 

-  The debtor (or any legal entity within the debtor’s 

group) filing for bankruptcy application/protection

-  Debtor’s listed debt or equity suspended at the 

primary exchange because of rumours or facts 

about financial difficulties

It is the Bank’s policy to consider a financial instrument 

as ‘cured’ and therefore re-classified out of Stage 3 when 

none of the default criteria have been present for at least 

12 consecutive months. The asset is then transferred to 

Stage 2 and after a cure period of further 6 months to 

Stage 1. 

The Bank uses internal risk ratings that reflect its 

assessment of the probability of default of individual 

counterparties. The Bank uses a combination of external 

and internal rating models tailored to various categories. 

Borrower and loan specific information collected at the 

time of applications fed into this rating model. In addition 

expert judgement is factored in where appropriate 

to arrive at a final internal risk rating (“IRR”) for each 

counterparty. This allows for considerations which may 

not be captured as part of the model output. 

The credit grades are calibrated such that the risk of 

default increases exponentially at each higher risk grade. 

For example, this means that the absolute difference in the 

PD between a 01 and 02+ rating grade is lower than the 

difference in the PD between a 05- and 06+ rating grade.

The following are additional considerations for each type 

of portfolio held by the Bank:

Wholesale portfolio (includes exposures to banks & 
financial institutions, corporates, and real estate)

For Banks & Financial Institution exposures a substantial 

part are rated using external ratings provided by rating 

agencies i.e. (S&P, Moody’s, Fitch & Capital Intelligence) 

For Corporate exposures, the rating model uses a 

combination of qualitative and quantitative factors to 

determine Internal Risk Ratings.

For Real Estate exposures, the rating model uses a 

combination of qualitative and quantitative factors to 

determine Internal Risk Ratings.

Treasury portfolio

For debt investment securities in the non-trading 

portfolio, external rating agency credit grades are used. 

These published grades are continuously monitored and 

updated. The external ratings are mapped to the Bank’s 

internal ratings scale an the PD’s associated with each 

grade are used for the ECL computation.

The Bank’s rating method comprises 20 rating levels 

for instruments not in default (1 to 8) and three default 

classes (9 to 11). The master scale assigns each rating 

category a specified range of probabilities of default, 

which is stable over time. The rating methods are subject 

to an annual validation and recalibration so that they 

reflect the latest projections in the light of all actually 

observed defaults.

The Bank’s internal credit rating grades along with the 

respective PDs are as below:

Internal 
rating grades

Internal 
rating grade 
description PD range (%)

1+ to 4- Superior >=0.00% to <0.49%

5+ to 5- Satisfactory >=0.49% to <1.52%

6+ to 6- Adequate >=1.52% to <5.02%

7 Marginal >=5.02% to <17.32%

8 
Accounts 
requiring close 
monitoring

>=17.32%

31. Credit risk (continued)

Definition of default and cure (continued)
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The PDs obtained as above are then adjusted for 

IFRS 9 ECL calculations to incorporate forward looking 

information and the IFRS 9 stage classification of the 

exposure. This is repeated for each economic scenarios 

as appropriate.

Significant increase in credit risk (SICR)

The Bank continuously monitors all assets subject to 

ECLs. In order to determine whether an instrument or 

a portfolio of instruments is subject to 12 month ECL or 

lifetime ECL, the Bank assesses whether there has been 

a significant increase in credit risk since initial recognition. 

The Bank considers an exposure to have significantly 

increased in credit risk on various factors including 

number of “notches” change in internal risk rating, 

ARCM customers, restructured /forbearance, historical 

delinquency, etc. 

A backstop is applied and the financial instrument 

considered to have experienced SICR if the borrower is 

more than 30 days past due on its contractual payments.

ECL measurement

IFRS 9 outlines a ‘three-stage’ model for impairment 

based on changes in credit quality since initial recognition 

as summarised below:

-  A financial instrument that is not credit-impaired on 

initial recognition is classified in ‘Stage 1’ and has its 

credit risk continuously monitored by the Bank.

-  If a SICR since initial recognition is identified, the 

financial instrument is moved to ‘Stage 2’ but 

is not yet deemed to be credit-impaired. Please 

refer above for a description of how the Bank 

determines when a significant increase in credit 

risk has occurred.

-  If the financial instrument is credit-impaired, the 

financial instrument is then moved to ‘Stage 3’.

-  Financial instruments in Stage 1 have their ECL 

measured at an amount equal to the portion of 

lifetime expected credit losses that result from 

default events possible within the next 12 months. 

Instruments in Stages 2 or 3 have their ECL 

measured based on expected credit losses on a 

lifetime basis. Stage 3 provision is estimated on a 

specific name by name basis.

-  A pervasive concept in measuring ECL in 

accordance with IFRS 9 is that it should consider 

forward-looking information.

-  Purchased or originated credit-impaired financial 

assets are those financial assets that are credit-

impaired on initial recognition. Their ECL is always 

measured on a lifetime basis. 

The following diagram summarises the impairment 

requirements under IFRS 9 (other than purchased or 

originated credit- impaired financial assets): 

Change in credit quality since initial recognition

Stage 1 Stage 2 Stage 3

(Initial 
recognition)

Significant 
increase in credit 
risk (since initial 
recognition) 

(Credit-impaired 
assets) 

12-month 
expected credit 
losses

Lifetime 
expected credit 
losses 

Lifetime 
expected credit 
losses 

Definition of default and credit-impaired assets

The Bank defines a financial instrument as in default, 

which is fully aligned with the definition of credit-impaired, 

when it meets one or more of the following criteria:

Quantitative criteria

The borrower is more than 90 days past due on its 

contractual payments.

Qualitative criteria

The borrower meets unlikeliness-to-pay criteria, which 

indicates the borrower is in significant financial difficulty.

These are instances where:

-  The borrower is in long-term forbearance

-  The borrower is deceased

-  The borrower is insolvent

-  The borrower is in breach of financial 

covenant(s) 
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-  An active market for that financial asset has 

disappeared because of financial difficulties 

-  Concessions have been made by the lender 

relating to the borrower’s financial difficulty

-  It is becoming probable that the borrower will 

enter bankruptcy

-  Financial assets are purchased or originated 

at a deep discount that reflects the incurred 

credit losses.

The criteria above have been applied to all financial 

instruments held by the Bank and are consistent with 

the definition of default used for internal credit risk 

management purposes. The default definition has been 

applied consistently to model the PD, EAD and LGD 

throughout the Bank’s expected loss calculations.

Measuring ECL – Explanation of inputs, assumptions and 
estimation techniques

The ECL is measured on either a 12-month (12m) or 

lifetime basis depending on whether a significant increase 

in credit risk has occurred since initial recognition or 

whether an asset is considered to be credit-impaired. 

Expected credit losses are the discounted product of PD, 

EAD and LGD, defined as follows:

The PD represents the likelihood of a borrower defaulting 

on its financial obligation (as per “Definition of default” 

above), either over the next 12 months (12m PD), or over 

the remaining lifetime (Lifetime PD) of the obligation.

EAD is based on the amounts the Bank expects to be 

owed at the time of default, over the next 12 months (12M 

EAD) or over the remaining lifetime (Lifetime EAD). For 

example, for a revolving commitment, the Bank includes 

the current drawn balance plus any further amount that 

is expected to be drawn up to the current contractual 

limit by the time of default, should it occur.

LGD represents the Bank’s expectation of the extent 

of loss on a defaulted exposure. LGD varies by type of 

counterparty, type and seniority of claim and availability 

of collateral or other credit support. LGD is expressed 

as a percentage loss per unit of exposure at the time 

of default (EAD). LGD is calculated on a 12-month or 

lifetime basis, where 12-month LGD is the percentage 

of loss expected to be made if the default occurs in the 

next 12 months and Lifetime LGD is the percentage of 

loss expected to be made if the default occurs over the 

remaining expected lifetime of the loan.

The ECL is determined by projecting the PD, LGD and 

EAD for each future month and for each individual 

exposure or collective segment. These three components 

are multiplied together and adjusted for the likelihood of 

survival (i.e. the exposure has not prepaid or defaulted in 

an earlier month). This effectively calculates an ECL for 

each future month, which is then discounted back to the 

reporting date and summed. The discount rate used in 

the ECL calculation is the original effective interest rate or 

an approximation thereof.

The Lifetime PD is developed by applying a maturity 

profile to the current 12m PD. The maturity profile looks 

at how defaults develop on a portfolio from the point of 

initial recognition throughout the lifetime of the loans. 

The maturity profile is based on historical observed data 

and is assumed to be the same across all assets within 

a portfolio and credit grade band. This is supported by 

historical analysis.

The 12-month and lifetime EADs are determined based 

on the expected payment profile, which varies by 

product type.

For amortising products and bullet repayment loans, this 

is based on the contractual repayments owed by the 

borrower over a 12 month or lifetime basis.

For revolving products, the exposure at default is 

predicted by taking current drawn balance and adding a 

“credit conversion factor” which allows for the expected 

drawdown of the remaining limit by the time of default. 

These assumptions vary by product type and current 

limit utilisation band, based on analysis of the Bank’s 

recent default data.

The 12-month and lifetime LGDs are determined based 

on the factors which impact the recoveries made post 

default. These vary by product type.

For secured products, this is primarily based on collateral 

type and projected collateral values, historical discounts 

to market/book values due to forced sales, time to 

31. Credit risk (continued)

Definition of default and credit-impaired assets 
(continued) 

Qualitative criteria (continued)
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repossession and recovery costs observed. Further, the 

Bank has applied LGD floors with respect to the secured 

portfolio depending on the collateral type.

For unsecured products, LGD’s are typically set at 

product level due to the limited differentiation in 

recoveries achieved across different borrowers. These 

LGD’s are influenced by collection strategies, including 

contracted debt sales and price.

The assumptions underlying the ECL calculation – such 

as how the maturity profile of the PDs and how collateral 

values change etc. – are monitored and reviewed on a 

quarterly basis.

The ECL model was initially deployed in 2018, however 

given the Bank’s business model and low default 

experience it will take some time to obtain robust 

benchmarking of model parameters against realised 

performance. This leads to a situation where small 

changes in the number of defaults will introduce volatility 

in the underlying statistical risk measures. Since 2020 

this has become further complicated by governments’ 

economic responses to the COVID-19 pandemic, as 

high levels of support are likely to have temporarily 

depressed observed corporate default rates for ABCIB’s 

key customer segments. Nevertheless the Bank 

continues to enhance its monitoring around ECL model 

performance. The current outputs of that performance 

modelling give the Bank a high degree of confidence that 

its provision levels are adequate, and any conservatism 

in the modelled ECL is considered reasonable given the 

uncertainties disclosed. 

COVID-19 Considerations

The Bank’s ECL models are industry standard models 

supplied by Moody’s who also supply economic 

scenarios related to a base case forecast, and to upside 

and downside scenarios and weightings. Key macro-

economic indicators such as GDP, oil prices, inflation and 

unemployment are used as appropriate for the countries 

to which the bank has exposure. In 2021, the base case 

forecast, and the upside and downside scenarios and 

weightings, take into account the estimated implications 

of COVID-19. For the year end 2021 and in line with 2020, 

the Bank continued to use scenario weights of 30% 

upside, 40% base and 30% downside to calculate a core 

ECL value.

The ECL for the Stage 1 element of the portfolio has

been exclusively model-driven in the past as this part

of the portfolio does not exhibit any signs of a SICR

or default.

However, given the recent, present and future inherent 

uncertainty arising from the COVID-19 pandemic on the 

Bank’s customers and markets globally management 

have considered the potential impact of this uncertainty 

in determining the ECL. While economic scenarios have 

factored in the known economic impact into forecasts 

used in the Bank’s ECL it is accepted that the future 

impact of this extraordinary event carries a significant 

degree of uncertainty on a forward-looking basis.

As a result, the Bank has applied post model adjustments 

(PMA) to increase the modelled ECL as they felt 

the modelled ECL could not adequately capture the 

significant uncertainty arising from such an extraordinary 

event. This adjustment was applied to Stage 1 assets 

in the portfolio yet to exhibit signs of stress. The PMA 

evolved as follows:

•  For the year ended 2020, the standard economic 

weightings were stressed to 10:40:50 resulting 

in a PMA of £1.2m. This was based on expert 

judgement at the time.

•  The intention was to taper and eliminate the PMA 

throughout the course of 2021. This was partly 

achieved in recognition of an improved outlook 

where, based on expert judgement the Bank 

eased the COVID overlay stress scenario during 

the year ended 2021 to 20:40:40. However with 

the emergence of the Omicron variant and the 

renewed uncertainties this caused in addition 

to the tapering of various government support 

measures and early indications of inflationary 

pressures, the Bank maintained the stress 

scenario of 20:40:40 for the year end 2021, 

resulting in a PMA of £0.87m.

This overlay has been allocated to the Stage 1 assets in 

the portfolio and will be kept under continual review as 

we emerge from the pandemic situation. Further detail is 

supplied in Notes 10, 11 and 26.

The Bank’s predominant trade finance portfolio, where 

in excess of 80% of the portfolio is less than one 

year’s tenor, results in a relatively low overall ECL with 
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Stage 1 ECL coverage remaining relatively stable with 

movement from 0.15% to 0.16% during the 2021 financial 

year. This was informed by a combination of economic 

factors and management actions in response to the 

COVID-19 pandemic that started in spring 2020. An early 

consequence of the emergence of the pandemic was a 

reduction in the volume of economic activity and this was 

evident in a reduction seen in trade finance revenues and 

asset tenors. This impact was compounded by the Bank’s 

initial reaction to temporarily pause new business to 

preserve capital liquidity and healthy financial ratios while 

the crisis unfolded. In addition the bank responded by 

consciously looking to maintain shorter tenors for repeat 

trade finance business, for example appetite to our 

significant Turkish business was reduced from two years 

to no more than one year on an increasingly selective 

basis. The weighted average maturity of the Turkish 

portfolio is 6 months at the end of 2021.

The aggregate ECL will continue to move in line with the 

portfolio duration and increase as the economic outlook 

improves and the Bank’s appetite for longer tenors 

returns selectively. The principal driver of the low ECL 

in Stage 1 and coverage in Stage 1 is the low residual 

tenor for short- term trade finance book in the portfolio. 

Management has reviewed and remains comfortable 

with the model’s efficacy and the level of ECL derived 

along with management’s close scrutiny of what is 

predominantly a short-term trade finance portfolio with 

strong payment performance.

Confidence in the overall ECL and quality of the portfolio 

is reinforced by the very minimal use of forbearance 

throughout the pandemic with a total of nine requests 

received, six of which have been cured and the remaining 

cases operating within approved terms of approval. 

Economic variable assumptions

An overview of the approach to estimating ECLs is set 

out above and in note 1.4.2. To ensure completeness and 

accuracy, the Bank relies on the data used from third 

party sources (e.g. Moody’s). Whilst this data is owned 

by the Bank, the Bank takes comfort from a team of 

economists within the Group’s Credit Risk Department to 

verify the accuracy of inputs to the Bank’s ECL models 

including determining the weights attributable to the 

multiple scenarios. The following table sets out the 

impact on the base ECL provision arising from a +/-5% 

change in the following economic variables such as: GDP, 

Oil, Equity.

Inflation is covered implicitly in the economic scenarios 

which are updated on a quarterly basis. 

5.00% -5.00%

Category GDP Oil Equity GDP Oil Equity

% change 
in Provision 
from Base 
ECL (Q4-
2021)

-16.54% -0.57% 0.17% 16.59% 0.54% 6.98%

The above macroeconomic variables are selected based 

on the regression analysis between the macroeconomic 

variables and the PD. These economic variables and their 

associated impact on the PD and LGD vary by country 

and industry. Forecasts of these economic variables (for 

all scenarios) are provided by Moody’s on a quarterly 

basis and provide the best estimate view of the economy 

over future years. 

As with any economic forecasts, the projections and 

likelihoods of occurrence are subject to a high degree of 

inherent uncertainty and therefore the actual outcomes 

may differ from those projected. The Bank considers 

these forecasts to represent its best estimate of the 

possible outcomes and has analysed the non-linearities 

and asymmetries within the Bank’s different portfolios 

to establish that the chosen scenarios are appropriately 

representative of the range of possible scenarios.

For the year end 2021, the Bank used scenario weights of 

30% upside, 40% base and 30% downside to calculate a 

modelled ECL value. As an indication, the 100% weighted 

scenarios would yield an ECL output as follows:

Scenario Upside Base Downside

ECL (£m) 2.614 3.742 11.891 

31. Credit risk (continued)

Measuring ECL – Explanation of inputs, assumptions and 
estimation techniques (continued) 

COVID-19 Considerations (continued)
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Other forward-looking considerations not otherwise 

incorporated within the above scenarios, such as the 

impact of any regulatory, legislative or political changes, 

have also been considered, but are not deemed to have 

a material impact and therefore no adjustment has been 

made to the ECL for such factors. This is reviewed and 

monitored for appropriateness on a quarterly basis.

Post Model Adjustments / Tier 2 Overlays

Post model adjustments (Tier 2 overlays) were applied 

for year ended 2021. These related to five Stage 2 

assets where, although debt servicing was not impaired, 

the model output did not reflect their idiosyncratic 

characteristics. The Bank therefore applied expert 

judgement to increase total ECL via post model 

adjustments to reflect the heightened risk associated 

with those assets.

•  Four of the five cases related to Commercial 

Real Estate assets where there was significant 

uncertainty over model inputs (e.g. expected 

maturity, LGD). The Bank therefore maintained 

the existing 2020 Tier 2 overlays with upward 

adjustments for two assets increasing total tier 2 

overlay by 40% for year ending 2021.

•  The remaining asset relates to a legacy Project 

Finance exposure which had been operationally 

dormant and subject to a financial restructuring. 

Whilst production recommenced in 2021, the Bank 

maintained the existing overlay for year end 2021 

pending further evidence of operational viability 

and ability to meet the debt servicing obligations.

Year on year comparison on Stage 2, Tier 2 overlays:

Stage 2: Tier 2 
Overlays

2021
Year End

2020
Year End

Total £9.3m £6.7m
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31.  Credit risk (continued)

Industry exposure

The table below analyses the industrial spread of loans and advances to banks, loans and advances to customers and 

debt investments - FVOCI.       

2021

Stage 1 Stage 2 Stage 3 Total 2020

Financial 1,352,604 1 - 1,352,605 1,387,880 

Central banks and governments 162,183 - - 162,183 44,948 

Other 363,293 1,661 - 364,954 227,977 

Property related 416,002 143,075 - 559,077 556,102 

Motor vehicle related 88,787 - - 88,787 112,310 

Commodity related 29,713 5,691 - 35,404 85,132 

2,412,582 150,428 - 2,563,010 2,414,349 

The table below analyses the industrial spread of credit commitments and contingent items which include commitments 

to extend credit, standby letters of credit, acceptances and guarantees.

2021

Stage 1 Stage 2 Stage 3 Total 2020

Financial 436,886 2,062 - 438,948 273,980 

Central banks and governments 85,266 - - 85,266 63,098 

Other 46,096 843 - 46,939 97,940 

Property related 102,479 1,881 - 104,360 78,293 

Motor vehicle related 73,762 59,058 - 132,820 144,071 

Commodity related 18,504 - - 18,504 66,001 

762,993 63,844 - 826,837 723,383 
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Country exposure     

The table below analyses the geographical spread of loans and advances to banks, loans and advances to customers 

and debt investments - FVOCI, and is stated before collateral.       

2021

Stage 1 Stage 2 Stage 3 Total 2020

Europe 1,011,221 143,076 - 1,154,297 1,066,849 

MENAT 829,884 7,352 - 837,236 899,494 

Asia 65,195 - - 65,195 29,207 

North America 358,019 - - 358,019 95,979 

South America 87,347 - - 87,347 57,388 

Other 60,916 - - 60,916 265,432 

2,412,582 150,428 - 2,563,010 2,414,349 

The table below analyses the geographical spread of credit commitments and contingent items which include 

commitments to extend credit, standby letters of credit, acceptances and guarantees.

2021

Stage 1 Stage 2 Stage 3 Total 2020

Europe 230,618 60,939 - 291,557 353,317 

MENAT 522,904 2,905 - 525,809 359,022 

Asia 2,308 - - 2,308 1,968 

North America - - - - - 

South America 4,890 - - 4,890 1,247 

Other 2,273 - - 2,273 7,829 

762,993 63,844 - 826,837 723,383 
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2021 2020

Cash and cash equivalents 8,395 47,646 

Loans and advances to banks 1,002,776 975,054 

Loans and advances to customers 1,094,131 1,105,423 

Debt investments - FVOCI 466,103 333,872 

Derivative financial assets 3,606 490 

2,575,011 2,462,485 

Contingent liabilities 562,835 460,963 

Commitments 266,823 264,681 

829,658 725,644 

2021 2020

Cash collateralised

Loans and advances to customers and banks 93,961 271,905 

Contingent liabilities 258,007 187,307 

Guaranteed by Banks and Credit Agencies

Loans and advances to customers and banks 268,306 180,192 

Contingent liabilities 10,244 7,127 

Commitments 17,189 14,341 

Risk concentration against individual counterparties

Largest customer exposure before collateral 85,037 83,038 

Largest customer exposure after collateral 85,037 83,038 

Largest central bank exposure before collateral 85,284 63,107 

Largest central bank exposure after collateral - - 

31.  Credit risk (continued)

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, for example, through the 

use of collateral agreements.
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Credit quality per class of financial assets

2021

Amortised 
cost FVTPL FVOCI Total

Loans and advances to banks

Investment grade 378,006 65,006 28,367 471,379 

Sub investment grade 458,102 45,615 27,680 531,397 

Total 836,108 110,621 56,047 1,002,776 

Loans and advances to customers

Investment grade 322,175 - - 322,175 

Sub investment grade 771,956 - - 771,956 

Total 1,094,131 - - 1,094,131 

Debt investments - FVOCI

Investment grade - - 466,103 466,103 

Total - - 466,103 466,103

2020

Amortised 
cost

FVTPL FVOCI Total

Loans and advances to banks

Investment grade 287,630 17,372 115,428 420,430 

Sub investment grade 513,057 25,042 16,525 554,624 

Total 800,687 42,414 131,953 975,054 

Loans and advances to customers

Investment grade 276,700 - - 276,700 

Sub investment grade 828,723 - - 828,723 

Total 1,105,423 - - 1,105,423 

Debt investments - FVOCI

Investment grade - - 333,872 333,872 

Total - - 333,872 333,872
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2021 2020

GBP USD EUR GBP USD EUR

Loans and advances to banks &
loans and advances to customers

1.93% 2.60% 1.41% 1.78% 2.33% 2.47%

Debt investments - FVOCI 0.15% 1.59% N/A 0.10% 1.21% 0.03%

Deposits from banks 0.85% 0.12% 0.13% 0.93% 0.20% 0.16%

Customer deposits 0.37% 0.27% 0.06% 0.16% 0.20% 0.05%

Term borrowing 1.90% 1.41% N/A 1.66% 1.44% 1.10%

32.  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 

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 

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, US Dollar and 
Euro (major dealing currencies) are as follows:

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.
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33.  Assets, liabilities and equity in foreign currencies

2021
2020

Restated*

Denominated in sterling 951,486 807,764 

Denominated in US dollars 1,577,670 1,302,335 

Denominated in other currencies 276,723 623,288 

Total assets 2,805,879 2,733,387 

Denominated in sterling 960,446 805,998 

Denominated in US dollars 1,542,334 1,183,232 

Denominated in other currencies 303,099 744,157 

Total liabilities and shareholders' funds 2,805,879 2,733,387 

     

ABCIB’s balance sheet consists entirely of monetary 

items, except for fixed assets totalling £36.2 million, 

leased assets which have been included as part of assets 

denominated in Sterling, Investment in Subsidiary

and equity.

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 28.

* See note 37    

34. Ultimate parent undertaking and parent 
undertakings

The directors consider the ultimate parent undertaking 

is Central Bank of Libya. Arab Banking Corporation (B.S.C) 

incorporated in the Kingdom of Bahrain is the immediate 

parent for which consolidated financial statements 

including ABCIB are prepared. The consolidated financial 

statements are available from the parent on request. 

Arab Banking Corporation (B.S.C) is jointly owned by 

Central Bank of Libya (59.37%) and Kuwait Investment 

Authority (29.69%).      
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2021

Ultimate 
Parent 

undertaking

Immediate 
Parent 

undertaking

Direct 
Subsidiaries 

& Joint 
ventures

Fellow 
associates 

and 
subsidiaries

Directors 
& Senior 

management
Other 

related Total

Cash and cash
equivalents - 142 - - - 1 143 

Investment in
subsidiary - - 165,804 - - - 165,804 

Loans and advances
to banks - 215 29,603 36,689 - 22,391 88,898 

Loans and advances
to customers - - - - - 35,391 35,391 

Deposits from banks 994,346 137,224 8,925 5,960 - 329,156 1,475,611 

Customer deposits - - 8 - 79 65,674 65,761 

Term borrowing 129,793 35,000 - - - - 164,793 

Subordinated liabilities - 50,000 - - - - 50,000 

Off Balance sheet - - 32,680 96 - 24,662 57,438 

Other assets - - 3 - 3 - 6 

Other liabilities - - 3 - - - 3 

Derivative financial
assets - 139 - - - - 139 

Derivative financial
liabilities - 987 - - - - 987 

Interest income - 4 26 1,283 - 1,272 2,585 

Interest expense 3,664 3,240 - 1 - 479 7,384 

Fee and commission
income 2,261 1 - 28 - 7,998 10,288 

Fee and commission
expense 816 4 - - - 2,347 3,167 

Net trading income - - - - - - - 

Other operating
income - - 1 - - 69 70 

ECL charge 18 1 83 65 - 47 214 

35.  Related party transactions

Related parties represent the ultimate parent undertaking, 
immediate parent undertaking, major shareholders and 
entities controlled, subsidiaries, associates, directors and 
senior management and companies jointly controlled or 

significantly influenced by such parties in the ordinary 
course of business at arm’s length.

The income, expense and year end balances in respect of 
related parties included in the financial statements are 
as follows:
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2020
Restated*

Ultimate 
Parent 

undertaking

Immediate 
Parent 

undertaking

Direct 
Subsidiaries 

& Joint 
ventures

Fellow 
associates 

and 
subsidiaries

Directors 
& Senior 

management
Other 

related Total

Cash and cash
equivalents - 746 - - - 5 751 

Investment in
subsidiary - - 165,804 - - - 165,804 

Loans and advances
to banks - 728 26,199 44,967 - 187,680 259,574 

Loans and advances
to customers - - - - - 80,873 80,873 

Deposits from banks 928,966 193,672 9,198 6,543 - 236,781 1,375,160 

Customer deposits - - 6 - 46 60,753 60,805 

Term borrowing 128,215 35,000 - - - - 163,215 

Subordinated liabilities - 50,000 - - - - 50,000 

Off  Balance sheet 63,107 - - 176 - 118,424 181,707 

Other assets - - 37,518 - 1 - 37,519 

Other liabilities - - 37,518 - - - 37,518 

Derivative fi nancial
assets - 293 - - - - 293 

Derivative fi nancial
liabilities - 783 - - - - 783 

Interest income 4 89 1 784 - 3,030 3,908 

Interest expense 14,273 2,973 56 13 - 2,021 19,336 

Fee and commission
income 3,226 449 6 94 - 9,930 13,705 

Fee and commission
expense 1,150 168 - 16 - 2,108 3,442 

Net trading income - - 1 - - - 1 

Other operating
income - - - 12 - 232 244 

ECL charge 9 4 2 39 - 206 260 

* See note 37       

The aggregate amounts outstanding at 31st December 

2021 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 (2020 - nil). Directors remuneration details 

have been provided in Note 5b.
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36.  Pensions 

ABCIB participates in a defined benefit pension scheme 
known as the ABC International Bank plc UK Retirement 
Benefits & Life Assurance Scheme (“the Scheme”). The 
Scheme provides benefits based on final pensionable 
salary and length of service on retirement, leaving 
service or death. 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 
has no active members. The Scheme was closed to the 
future accrual of benefits on 30th September 2010. All 
active members at this date became deferred members. 
All current employees are offered membership of a 
separate defined contribution scheme. ABCIB expects to 
contribute £2,411,008 to the Scheme during the year to 
31st December 2022.

The scheme is subject to the Statutory Funding Objective 
under the Pension Act 2004. A valuation of the scheme is 
carried out at least once every three years to determine 
whether the Statutory Funding Objective is met. As part 
of the process, ABCIB must agree with the Trustees of 
the Scheme the contributions to be paid to address any 
shortfall against the Statutory Funding Objective.

The Bank has prepared the disclosures on the basis that 
it has unconditional right to a refund of a future surplus. 
This is on the basis that the Bank could run the Scheme 
until all benefits have been paid out and no beneficiaries 
remain alive and that any surplus would be returned 
to the Bank if the Scheme was wound up at that point. 
Therefore there is no requirement (under IFRIC14) to 
restrict the amount of surplus that can be recognised 
or recognise additional liabilities from any recovery 
plan agreed for the purposes of the UK statutory 
funding objective.

The Scheme is managed by a board of Trustees 
appointed in part by the Bank and in part from 
elections by members of the Scheme. The Trustees 
have responsibility for obtaining valuations of the 
fund, administering benefit payments and investing 
the Scheme’s assets. The Trustees delegate some of 
these functions to their professional advisers 
where appropriate.

The Scheme exposes the Bank to a number of risks: 

• Credit risk – the risk where one party to a financial 
instrument will cause a financial loss for the other 
party by failing to discharge an obligation.

The Scheme is directly exposed to credit risk arising from 
the pooled investment vehicles held. This risk is mitigated 
by the underlying assets of the pooled arrangements 
being ring-fenced from the pooled investment manager, 
the regulatory environments in which the pooled 
managers operate and the ongoing due diligence of the 
pooled managers. All of the Scheme’s invested assets are 
held in pooled funds and are subject to direct credit risk.

The Scheme is indirectly exposed to credit risk from 
underlying investments held by the pooled investment 
vehicles. This risk is mitigated by appropriate levels of 
diversification. 

• Interest rate and inflation risk – the risk that 
the fair value or future cashflows of assets will 
fluctuate due to changes in market interest rates 
and inflation rates.

The Scheme’s investments held in cash, bonds and similar 
instruments through the pooled investment vehicles are 
exposed to interest rate risk. This risk is mitigated by a 
40% allocation of total assets to liability-matching assets, 
through a Liability Driven Investments (LDI) strategy.

Within the LDI portfolio, the Scheme currently invests in 
an appropriate mix of two L&G profile funds: Matching 
Core Fixed Long and Matching Core Real Long. The 
funds aim to reduce a pension scheme’s risk exposure to 
changes in interest rate and inflation rates by investing in 
physical gilts, gilt repurchase agreements (“repo’s”) and 
various derivative instruments such as interest rate and 
inflation swaps.

Under this strategy, if interest rates fall, the value of the 
Scheme’s liability-matching investments will rise to help 
match the increase in actuarial liabilities arising from 
a fall in the discount rate. Similarly, if interest rates rise, 
the liability-matching investments will fall in value, as 
will the actuarial liabilities because of an increase in the 
discount rate. If inflation expectations rise, the value 
of the LDI assets will rise to help match the increase 
in actuarial liabilities arising from higher inflation 
expectations. Similarly, if inflation expectations fall, 
the LDI assets will fall in value to help match the fall in 
the actuarial liabilities. 

• Currency risk - the risk that the fair value or 
future cashflows of a financial asset will fluctuate 
because of changes in foreign exchange rates.

The Scheme is exposed to currency risk because some 
of its investments are held in overseas markets through 
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pooled investment vehicles. The Scheme’s liabilities are 

denominated in sterling and some currency hedging is 

employed, at the discretion of L&G Diversifi ed Fund and 

explicitly in the L&G Global Equity Market Weights (30:70) 

Index Fund - 75% GBP Currency Hedged, to manage

the impact of exchange rate fl uctuations on the

Scheme’s investments.

• Other price risk - the risk that the fair value or 

future cashfl ows of a fi nancial asset will fl uctuate 

because of changes in market prices (other than 

those due to interest rates, infl ation and currency). 

Other price risk arises in relation to the Scheme’s 

investment in equities, LDI funds and the L&G Diversifi ed 

Fund (which holds equities, bonds, commodities and other 

alternative asset classes).

• Longevity and demographic risk – the risk that, in 

the event that members live longer than assumed, 

a defi cit will emerge in the Scheme. 

The Scheme’s assets are described as “growth” and 

“protection” assets under the Trustees’ investment 

strategy and the Scheme’s current investment strategy 

is to target a 60% allocation to growth assets and 40% to 

protection assets. 

Within the growth assets is a 50:50 target allocation to 

the LGIM Global Equity Market Weights (30:70) Index Fund 

(75% GBP Currency Hedged) and the L&G Diversifi ed 

Fund, which aim to move broadly in line with the non 

pensioner liabilities.

Within protection assets is the LDI portfolio, which aims 

to hedge approximately 60% of interest rate and 100% of 

infl ation rate movements against the Scheme’s liabilities 

on the agreed low-risk basis. The asset allocation has 

been set in order to manage interest rate and infl ation 

risk, although it should be noted that interest rate risk 

is measured relative to the Scheme’s Statutory Funding 

Objective benchmark, which may not move in the

same way as the value of the liabilities used for

accounting purposes.

The last formal triennial valuation was carried out as at 

30th September 2020, using the projected unit credit 

actuarial valuation method. The market value of the 

assets as at 30th September 2020 was suffi  cient to 

cover 69% of the then current value of the benefi ts 

accrued to that date, representing a gross Scheme 

defi cit of £17,127,000. A new Recovery Plan was agreed, 

under which the Bank pays contributions of £2,411,008 
per annum (payable in equal monthly instalments 
of £200,917) from 1 January 2022, with the amount 
increasing on each 1 January by 3.1% and payable to 
31 December 2025. For the avoidance of doubt, the fi rst 
increase of 3.1% will be applied on 1 January 2023.

The 30th September 2020 triennial valuation was 
updated by an independent actuary, to take account 
of the requirements of IAS19 (using the projected unit 
method) in order to assess the liabilities of the scheme 
at 31st December 2021. The IAS19 liability values are not 
directly comparable to the valuations used to assess the 
Scheme against the Statutory Funding Objective since 
the assumptions for this latter purpose are “prudent” 
(i.e. they provide suffi  cient margins for adverse deviation 
consistent with the Trustees’ appetite for risk and the 
perceived strength of the Employer Covenant) and refl ect 
the actual investment strategy of the Scheme rather 
than assuming that the Scheme invests in AA rated 
corporate bonds as required under IAS19. The IAS19 net 
pension liability as at 31 December 2021 was £2,621,000.

Scheme assets are stated at their market values at the 
respective balance sheet dates.

The IAS19 assumptions are required to be “best estimate” 
assumptions i.e. they should be neither optimistic nor 
prudent. The main assumptions used by the actuary to 
assess the value of the liabilities were:

• RPI infl ation is in line with implied infl ation rate 
curve published by the Bank of England as at 
the relevant balance sheet dates. CPI infl ation 
is assumed to be 1.0% pa less than the RPI 
assumption at each term until 2030 and equal 
to the RPI assumption at each term thereaft er. 
The single equivalent rate of the RPI infl ation 
assumption is 3.7% pa (2020: 3.15% pa). 

• Some of the pensions in payment will increase 
at 5% pa fi xed and the remainder of pension 
increases in line with RPI infl ation at each term, 
subject to a maximum of 5% and minimum of 0% 
in each year. The single equivalent rate of the 
infl ation linked increase assumption is 3.30% pa 
(2020: 2.95% pa).

• Deferred pensions, in excess of any Guaranteed 
Minimum Pension (GMP), will increase in line with 
CPI infl ation. The single equivalent rate of increase 
for deferred revaluation is 3.0% pa (2020: 2.55% pa).

117ABC INTERNATIONAL BANK PLC ANNUAL REPORT 2021



Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

• Discount rates are in line with Merrill Lynch nominal 

AA corporate spot yield curve as at the relevant 

balance sheet dates. Since this curve is based on 

corporate bonds with durations of less than 20 

years, we have used the Bank of England gilt spot 

curve plus an appropriate margin to reflect the 

spread of corporate bonds over gilts of durations of 

20 years and above. The single equivalent discount 

rate is 1.85% pa (2020: 1.25% pa).

The fair value of assets were: 

2021
Fair value

2020
Fair value

£m £m

LDI - fixed 5.3 6.8 

LDI - real 7.8 9.7 

Cash 0.7 2.8 

UK equities 4.9 4.1 

Overseas equities 11.5 9.6 

Diversified growth fund 9.5 9.3 

Absolute return bond fund 5.8 -

Total value of assets 45.5 42.3 

Movement in scheme deficit 2021 2020 2019 2018

Deficit in the Scheme at 1st January (12,573) (11,718) (11,550) (15,202)

Contribution paid 2,339 4,768 2,200 1,600 

Net interest on net defined benefit asset/liability (143) (217) (293) (345)

Past service cost and curtailment cost - (40) - (130)

Actuarial gains / (losses) 7,756 (5,366) (2,075) 2,527 

Deficit in the Scheme at 31st December (2,621) (12,573) (11,718) (11,550)

• The mortality rate used is 97.5% of the S3PA 

tables with allowance for future improvements in 

line with the CMI 2020 projection model with a long 

term improvement rate of 1.25% pa and an initial 

addition parameter of 0.25% pa (other parameters 

in line with those used in the core version of the 

CMI 2020 model).     
  

36.  Pensions (continued)
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Changes in the fair value of pension scheme assets 2021 2020

Fair value of assets at 1st January 42,277 36,687 

Interest on assets 534 729 

Company contributions 2,339 4,768 

Benefi ts paid (1,464) (4,513)

Return on assets less interest 1,830 4,606 

Fair value of assets at 31st December 45,516 42,277 

Changes in the Defined Benefit Obligation 2021 2020

Defined Benefit Obligation at 1st January 54,850 48,405 

Past Service cost - 40 

Interest cost 677 946 

Benefits paid (1,464) (4,513)

Experience loss / (gain) on defined benefit obligation (963) 1,116 

Loss / (gain) from changes to demographic assumptions (984) - 

Loss / (gain) from changes in financial assumptions underlying present value of liabilities (3,979) 8,856 

Defined Benefit Obligation at 31st December 48,137 54,850 
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36.  Pensions (continued)

The sensitivities regarding the principal assumptions used to measure the scheme liabilities are set out below:

Assumption
Change in 

Assumption
Impact on 

scheme liabilities

Discount Rate Plus 0.50% (4,254)

Minus 0.50% 4,879 

Inflation Plus 0.50% 1,472 

Minus 0.50% (1,393)

Age rating Plus 1.0 year (2,111)

Minus 1.0 year 2,158 

Amount (debited) / credited to other financial charges 2021 2020

Interest on pension scheme assets (534) (729)

Interest on pension scheme liabilities 677 946 

143 217 

The above sensitivities show the possible effect a change 
in the main assumptions will have on the Scheme’s 
liabilities. These figures are calculated by adjusting one 
assumption by the respective amounts above, while 
keeping all other assumptions the same. Note that 

this approach is approximate and only shows the likely 
effect of an assumption being adjusted whilst all other 
assumptions remain the same, which is unlikely to occur 
in practice.
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The estimated duration of the scheme’s liabilities as at 
31 December 2021 on the accounting disclosure basis is 
approximately 19 years. (2020: 21 years)

Future expected undiscounted benefi t payments

The below chart depicts the undiscounted benefi t 
payments expected to be paid from the Scheme over its 

lifetime. These were derived using the same membership 
data, method and assumptions used to calculate the 
central liability fi gure of £48,137,000.

Projected future scheme cashfl ows from 31 December 2021

Future expected contributions to the defined benefit plan 2021 2020

The following payments are expected contributions to the defined benefit plan in future years:

Within the next 12 months (next annual reporting date) 2,411 2,339 

Between 2 and 5 years 7,691 10,102 

Between 5 and 10 years - 2,724 

Total expected payments 10,102 15,165 

Deferred members as at 31 December 2021
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Amount recognised in the Statement of
Comprehensive Income 2021 2020 2019 2018 2017

Return on assets less interest 1,830 4,606 4,260 (1,422) 656 

Experience (loss) / gain on liabilities 963 (1,116) 1,150 856 1,375 

(Loss) / gain from changes to demographic assumptions 984 - (817) 299 2,221 

(Loss) / gain from changes in financial assumptions 
underlying present value of liabilities 3,979 (8,856) (6,668) 2,794 (2,519)

Actuarial gain / (loss) recognised in the Statement of 
Comprehensive Income 7,756 (5,366) (2,075) 2,527 1,733 

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

2021
%

2020
%

2019
%

2018
%

2017
%

Return on assets less interest 4.0 10.9 11.6 (4.6) 1.9 

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

2021
%

2020
%

2019
%

2018
%

2017
%

Experience gain / (loss) on liabilities 2.0 (2.0) 2.4 2.0 2.7 

Changes in financial assumptions underlying present
value of liabilities

8.3 (16.1) (13.8) 6.5 (5.0)

Actuarial gain / (loss) recognised in the Statement of 
Comprehensive Income  16.1 (9.8) (4.3) 5.9 3.5 

37.  Prior period restatement

During 2021, the Bank measured its investment in 
subsidiary at historical exchange rate at the date of 
transaction instead of the closing exchange rate as 
previously reported in 2020. The adjustment has required 

restating each of the affected financial statement line 
items for prior period. The following tables summarise 
the impacts on the Bank’s financial statements. Opening 
balances as at 1 January 2020 are not impacted by 
the restatement. 
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Notes to the Accounts
31 December 2021 (All figures in £000 unless otherwise stated)

As previously 
reported Adjustment As restated

Statement of financial position
31 December 2020

Others 2,567,583 - 2,567,583 

Investment in subsidiary 163,814 1,990 165,804 

Total assets 2,731,397 1,990 2,733,387 

Total liabilities 2,230,230 - 2,230,230 

Share capital 212,296 - 212,296 

Retained earnings 287,834 1,990 289,824 

Fair value reserve 1,037 - 1,037 

Total equity 501,167 1,990 503,157 

Total equity and liabilities 2,731,397 1,990 2,733,387 

Income statement
For the year ended 31 December 2020

Other operating (expense) / income (4,182) 1,990 (2,192)

Profit for the year attributable to owners 8,001 1,990 9,991 

Statement of comprehensive income
For the year ended 31 December 2020

Profit for the year attributable to owners 8,001 1,990 9,991 

Total comprehensive income for the year attributable to owners 4,305 1,990 6,295 

38. Events aft er the balance sheet date

Dividend proposed

A fi nal dividend relating to year ended 31 December 2021 
amounting to £7.27m was agreed by the Board on 17th 
March 2022. 

Geo-Political uncertainties

The Bank has given due consideration to the potential 
impact of the uncertainty arising from the ongoing 
geo-political situation in Ukraine and Russia, in the 

determination of the expected credit loss (“ECL”), its overall 
business model and any related fi nancial crime implications. 
The Bank currently does not have any credit appetite to 
increase direct exposure to Russian counterparties and 
has no current direct correspondent banking activity with 
Russian fi nancial institutions. From an ECL perspective the 
overall exposure (aft er insurance indemnity) is considered 
immaterial and the Bank will continue to monitor the wider 
economic impact. From a fi nancial crime perspective the 
Bank conducts enhanced transaction due diligence if there 
is a Russian/Ukrainian affi  liation.
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ABCIB Network

Head Office 
(and Registered Office)

BANK ABC in the UK
Arab Banking Corporation House
1-5 Moorgate, London EC2R 6AB
Tel:  (44) (20) 3765 4000 (General)
E-mail: ABCLondon@bank-abc.com 

Head Office and London Branch 
Arab Banking Corporation House
1-5 Moorgate, London EC2R 6AB
Tel:  (44) (20) 3765 4000 (General)
E-mail: ABCLondon@bank-abc.com

Istanbul 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
E-mail: ABCIstanbul@bank-abc.com

Muzaffer Aksoy
Chief Executive Officer - Turkey

ABC International 
Bank PLC

Paris Head Office
8 Rue Halévy
75009 Paris
France
Tel:  (33) (1) 4952 5400
Swift:  ABCOFR PP
E-mail: ABCParis@bank-abc.com

Frederic Le Serre 
Chief Executive Officer

Frankfurt Branch
Neue Mainzer Strasse 75
60311 Frankfurt am Main
Germany
Tel:  (49) (69) 71403- 0
Swift:  ABCA DE FF
E-mail: ABCFrankfurt@bank-abc.com

Alf Sörensen
General Manager

Milan Branch
Via Amedei, 8
20123 Milan
Italy
Tel:  (39) (02) 863 331 
Swift:  ABCO IT MM
E-mail: ABCMilan@bank-abc.com

Roberto Papadia
General Manager

Arab Banking Corporation SA
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Bank ABC Network

Bahrain EuropeMiddle East and North Africa

Asia

Head Office
ABC Tower, Diplomatic Area 
PO Box 5698, Manama 
Kingdom of Bahrain
Tel: (973) 17 543 000
bank-abc.com 
webmaster@bank-abc.com

Bank ABC Islamic
ABC Tower, Diplomatic Area 
PO Box 2808, Manama 
Kingdom of Bahrain
Tel: (973) 17 543 000

ila Bank - Retail Branch
ABC Tower, Diplomatic Area
P.O. Box 5698, Manama
Kingdom of Bahrain
Tel: (973) 17 123 456
www.ilabank.com
support@ilabank.com

Arab Financial Services
B.S.C. (c)
PO Box 2152, Manama 
Kingdom of Bahrain
Tel: (973) 17 290 333

Jordan
P.O. Box 926691, Amman 
11190, Jordan
Tel: (962) (6) 5633 500 
info@bank-abc.com

Egypt
90th St, (North) N 39 B
Fift h Settlement, P.O. Box 46, 
New Cairo, Egypt
T. (202) 28111555 
abcegypt@bank-abc.com

Algeria
PO Box 367
38 Avenue des Trois Freres 
Bouaddou
Bir Mourad Rais, Algiers, 
Algeria
Tel: (213) (0) 23 56 95 23  
information@bank-abc.com

Tunisia
ABC Building, Rue du Lac 
d’Annecy
Les Berges du Lac,
1053 Tunis, Tunisia
Tel: (216) (71) 861 861
abc.tunis@bank-abc.com

United Arab Emirates
Offi  ce 1205, Level 12, Burj 
Daman,
P.O. Box 507311, DIFC, Dubai, 
UAE
Tel: (971) 4247 9300

Libya
P.O. Box 91191,
Al-Baladeya Street
(in front of UN building)
Al Dahra, Tripoli, State of 
Libya
Tel: (218) 21 333 6082/   
  6065/6059
ABCRepLibya@bank-abc.com

United Kingdom
Arab Banking Corporation 
House
1-5 Moorgate, London EC2R 
6AB, UK 
Tel: (44) (20) 3765 4000 
ABCLondon@bank-abc.com

France
8 Rue Halévy, 
75009, Paris, France
Tel: (33) (1) 4952 5400 
ABCParis@bank-abc.com

Germany
Neue Mainzer Strasse 75
60311 Frankfurt am Main, 
Germany
Tel: (49) (69) 7140 30
ABCFrankfurt@bank-abc.com

Italy
Via Amedei, 8, 20123 Milan, 
Italy
Tel: (39) (02) 863 331
ABCMilan@bank-abc.com

Turkey
Eski Büyükdere Cad. 
Ayazaga Yolu Sok
Iz Plaza No: 9 Kat:19 D:69
34398 Maslak, Istanbul, 
Turkey
Tel: (90) (212) 329 8000
ABCIstanbul@bank-abc.com

Singapore
9 Raffles Place, #40-01 
Republic Plaza
Singapore 048619
Tel: (65) 653 59339

Americas

United States
140 East 45 Street,
38th Floor
New York, NY 10017, USA 
Tel: (1) (212) 583 4720

Brazil
Banco ABC Brasil
Av. Cidade Jardim,
803 - 2nd floor -
Itaim Bibi - São Paulo-SP -
CEP: 01453-000, Brazil
Tel: (55) (11) 317 02000 
www.abcbrasil.com.br
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Arab Banking Corporation House 

1-5 Moorgate

London EC2R 6AB 

ABC International Bank plc

Tel: (+44) (20) 3765 4000

Fax: (+44) (20) 7606 9987

ABCLondon@bank-abc.com







(+44) (20) 3765 4000 bank-abc.com @BankABC




