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1 GROUP STRUCTURE

2 INTRODUCTION TO BASEL II & RISK MANAGEMENT

 Pillar I

Risk Type Approach used by the Bank

 Pillar II
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 Pillar III

 2.1 The risk management function

3 CAPITAL MANAGEMENT & CAPITAL ADEQUACY RATIO

 3.1 Capital management

 3.2 Internal Capital Adequacy Assessment Process (“ICAAP”)
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  3.2.1 Risk addressed by the ICAAP

Risk Type Metrics based on which internal capital is allocated
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 3.3 Capital structure, minimum capital requirements and capital adequacy

Net available capital 31 December 

2012

Tier I capital 119,448

Tier II capital 2,986

Net available capital 122,434

Risk weighted assets 31 December 

2012

Total risk weighted assets 430,731

Capital adequacy ratio (Tier I) 27.73%

Capital adequacy ratio (Total capital) 28.42%

  Regulatory capital components

  Risk weighted assets

  Credit risk

  Market risk
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  Operational risk

Exposure classification Exposure Risk Weighted Assets * Capital requirement @ 12%

Self-

financed

IAH Total Self-

financed

IAH Total Self-

financed

IAH Total

Credit Risk 262,913 216,429 479,342 338,969 46,685 385,654 40,676 5,603 46,279

Market Risk 13,195 6,800 19,995 13,195 2,040 15,235 1,583 245 1,828

Operational Risk 29,843 - 29,843 29,843 - 29,843 3,581 - 3,581

Total 305,951 223,229 529,180 382,007 48,725 430,732 45,840 5,848 51,688

4 CREDIT RISK

 4.1 Credit risk management
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 4.2 Levels of exposure

Gross / Average Credit Exposures Average 

Exposure 1

Gross Exposure

Self-financed IAH Total

23,856

57,525

245,745

92,351

8,509

23,973

3,139 2,887 - 2,887

11,730

Total funded exposures 444,194 256,730 216,429 473,159

15,405

5,655 - - -

Total unfunded exposures 30,591 28,142 - 28,142
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 4.3 Concentration of credit risk

  4.3.1 Geographic distribution

31 December 2012 GCC 

Countries

Europe USA Asia Australia Total

Assets

Total funded exposures 428,073 12,004 2,228 26,326 4,528 473,159

Total unfunded exposures 25,453 2,689 - - - 28,142

  4.3.2 Industry / sector-wise distribution

31 December 2012 Banks and 

financial 

institutions

Real estate Others Total

Assets

Total funded exposures 156,309 180,794 136,056 473,159

Total unfunded exposures - 8,389 19,753 28,142
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  4.3.3 Transactions with related counterparties

  4.3.4 Exposures in excess of 15% of capital base

  4.3.5 Exposures in highly leveraged counterparties

  4.3.6 Residual contractual maturity of the credit portfolio and investment in sukuks

Maturity Scale < 1 M 1 - 3 M 3 - 6 M 6M - 1Y 1 - 3Y 3 - 5Y 5 - 10Y 10 - 20Y Over 20Y Total

- - - - - 670

Total 16,405 30,010 13,528 6,459 93,763 67,082 29,040 10,456 2,975 269,718

Grand Total 16,405 32,584 13,528 7,364 93,763 70,814 29,323 10,456 2,975 277,212

 4.4 Equity risk in banking book



RISK MANAGEMENT DISCLOSURES

  Information on equity investments

Equity investments in banking book Gross exposure Risk weighted exposure Capital charge (@12%)

Self- 

financed
IAH

Self- 

financed
IAH

Self- 

financed
IAH

Total 88,493 - 162,217 - 19,466 -

 4.5 Risk grading of exposures

External rating agencies Internal Rating

A B C D E F
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 4.6 Past dues, impaired accounts, provisions 

  4.6.1 Geographical and sector-wise break-up of impairment allowances and impaired / past due accounts

BD 000’s

GCC Countries Europe USA Total

Collective impairment allowance * 2,862 120 - 2,982
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BD 000’s

Banks and 

financial 

institutions

Real estate Others Total

Collective impairment allowance * 510 1,090 1,382 2,982

 4.7 Renegotiated facilities

 4.8 Legal action and write-off of exposures

 4.9 Penalties for delayed payments
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 4.10 Credit risk mitigation

Collateral Type Murabaha Musharaka Wakala Istisna Ijara
Value of 

collateral1
Gross 

Exposure2

% of 

cover

% of 

Total

285,782

4,180

7,988

36,527

24,705 - 346 - - 25,051

10,170

- - - - - - 47,936 0% 0%

Total 227,913 90,300 8,228 2,612 40,645 369,698 286,345 129% 100%
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 4.11 Regulatory capital requirements by type of financing contracts

Financing contract Exposure Credit Risk 

Weighted Assets

Capital Requirement 

@ 12%

Self- 

financed
IAH

Self- 

financed
IAH

Self- 

financed
IAH

Total 140,770 128,948 138,603 38,415 16,633 4,610

5 MARKET RISK

 5.1 Market risk management

 5.2 Regulatory capital allocation against market rate risk

As at 31 December Max Min

Total (A) 1,219 1,273 1,109
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6 OPERATIONAL RISK

 6.1 Operational risk management

 6.2 Litigation

 6.3 Shari’a compliance

 6.4 Regulatory capital allocation against operational risk

7 OTHER RISKS

 7.1 Liquidity risk
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2012 2011 2010 2009 2008

 7.2 Profit rate risk in the banking book

 7.3 Counterparty credit risk

 7.4 Concentration risk

 7.5 Reputational risk

 7.6 Displaced commercial risk
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 7.7 Other risks

8 PRODUCT DISCLOSURES

 8.1 Product descriptions & consumer awareness

 8.2 Complaint handling

 8.3 Equity of investment account holders (IAH’s)
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2012 2011 2010 2009 2008

As at 31 December

  Ratio of profit distributed to PSIA by type of IAH (based on tenor):

Mudaraba Tenor Profit distribution amount in BD Ratio of profit paid as a percentage of total

2012 2011 2010 2009 2008 2012 2011 2010 2009 2008

Total 6,297 6,629 5,785 9,331 7,050 100.0 100.0 100.0 100.0 100.0

  1 Includes saving account and Al-Wafer account.
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  Distribution of profits by type of IAH products:

Year Avg. profit earned 

from IAH assets 

(%age of asset)

PER set aside 

as a %age of 

IAH assets

IRR set aside 

as a %age of 

IAH assets

Mudarib fees 

as a %age of 

IAH assets

Profit paid 

as a %age of 

IAH assets

2012 5.13 - - 1.88 3.26

2012 2011 2010 2009 2008

  IAH account by type of assets:

Particular
Opening 

allocation
Movement

Closing 

allocation

Proportion of 

total assets (%)

Total 195,367 21,062 216,429

 8.4 Restricted Investment Accounts (RIA’s)
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RIA name Details Launch 

date

Projected 

returns

Return 

frequency

Return annualized (%)

2012 2011 2010 2009 2008
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RIA name Details Launch 

date

Projected 

returns

Return 

frequency

Return annualized (%)

2012 2011 2010 2009 2008
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RIA name Details Launch 

date

Projected 

returns

Return 

frequency

Return annualized (%)

2012 2011 2010 2009 2008

9 CORPORATE GOVERNANCE & OTHER DISCLOSURES

 9.1 Corporate governance structure

 9.2 Board of directors
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Dr. Fuad Abdulla Al-Omar

Chairman
Abdulrahman Mohammed Jamsheer

Vice Chairman

Abdulla Abdulkarim Showaiter

Board Member
Ebrahim Hussain Ebrahim

Board Member



RISK MANAGEMENT DISCLOSURES

Hisham Ahmed Al-Rayes

Board Member
Dr. Ahmed Khalil Al-Mutawa

Board Member

Khalid Rashid Al-Thani

Board Member
Mohammed Barak Al-Mutair

Board Member
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Mosobah Saif Al-Mutairy

Board Member
Tariq Qassim Fakhroo

Board Member

 9.3 Board of directors’ interests

Director’s name Number of 

outstanding 

shares at

31 December 2011

Number of 

outstanding 

shares at

31 December 2012

Movement during 

the year

% of outstanding 

shares

Total 25,970,205 28,844,469 2,874,264 2.51%
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 9.4 Distribution of ownership shares by nationality

Nationality No. of equity shares held No. of shareholders % of shareholders

Total 1,154,161,084 535 100.00

 9.5 Board committees

Committee Members Primary responsibilities
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 9.6 Board committees meeting dates

Director’s name Meeting dates during the year 2012

26th

Jan

23rd

Feb

10th

May

24th

Sep

8th

Nov

13th

Dec

Attendance 

% *

Director’s name Meeting dates during the year 2012

26th

Jan 

10th

May

31st

May 

5th

July

24th

Sep

8th

Nov

13th

Dec
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Director’s name Meeting dates during the year 2012

26th

Jan

9th

May

Director’s name Meeting dates during the year 2012

 26th

Jan

 28th

Mar

10th

May

24th

Sep

Director’s name Meeting dates during the year 2012

25th 

Jan 

9th 

May

 9.7 Code of conduct
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 9.8 Compliance with regulators

 9.9 Shari’a Supervisory Board

Dr. Fareed Yaqoob Al-Miftah

Chairman
Sh. Nizam Mohammed Saleh Yaqoobi

Member

Dr. Fareed Mohammed Hadi

Executive Member

 9.10 Executive management committees

Committee Primary responsibilities
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  Executive management & other senior management

Silvan Varghese

COO & Acting Chief Executive Officer
Fuad Ali Taqi

Deputy General Manager, Commercial Banking

Mahdi Abdulnabi Mohammed T. N. Ramesan

Ahmed Ali Bucheeri Hussam Ghanem Saif
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Yaser Ismaeel Mudhafar

Head of Financial Control
Fatooh Yusuf Al-Mannai

Head of Human Resources

Ozan Benlioglu Mohammed Abdulla Ebrahim

Corporate Secretary, Head of Compliance and MLRO

Abdul-Nasser Omar Al-Mahmood Sanjay Narkar
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 9.11 Executive and senior management interests

Executive and senior management Number of outstanding shares at

31 December 2011

Number of outstanding shares at

31 December 2012

Total 6,112,760 7,385,315
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 9.12 Organizational chart

 9.13 Executive compensation 



RISK MANAGEMENT DISCLOSURES

 9.14 Shari’a compliance, regulatory compliance and anti-money laundering

 9.15 Audit fees charged by the external auditor and other non-audit services provided by the external auditor and fees paid

 9.16 Penalties paid to the Central Bank of Bahrain

10 FINANCIAL PERFORMANCE

2012 2011 2010 2009 2008
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