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VISION 
& MISSION
ALUBAF Arab International Bank B.S.C. (c) is a wholesale bank registered in the Kingdom of Bahrain. The 
bank’s operations include Treasury, Trade finance and Lending.

VISION
ALUBAF Arab International Bank B.S.C. (c) visualizes to be a premier 
wholesale bank in providing competitive and effective banking solutions 
to its clients.

MISSION
To augment shareholder value by maximizing profitability with prudent financial management and 
to entrench a disciplined risk and cost management culture.
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FINANCIAL
HIGHLIGHTS

2024 2023 2022 2021 2020

USD ‘000s

Fi
na

nc
ia

l P
os

it
io

n

Net Profit before 
appropriation 30,000 14,735 9,603 22,732 22.113

Total Assets 1,767,162 1,143,666 1,158,713 1,253,144 1,145,242

Investment Securities 270,489  265,079  248,553  263,511  244,867

Total Loans  156,387  179,635  142,868  149,340  81,798 

Total Liablities  1,404,720  800,772  826,351  913,243  810,867 

Total Equity  362,442  342,894  332,362  339,901  334,375 

2024 2023 2022 2021 2020

USD ‘000s

P
ro

fi
ta

b
ili

ty

ROAA - Return on Average 
Assets Ratio 2% 1% 1% 2% 2%

ROAE - Return on Average 
Equity Ratio 9% 4% 3% 7% 7%

Cost to Gross Income* 30% 40% 52% 56% 40%

2024 2023 2022 2021 2020

USD ‘000s

C
ap

it
al Capital Adequacy Ratio 39% 54% 53% 43% 56%

Equity Assets Ratio 21% 30% 29% 27% 29%

PERFORMANCE RATIOS

2024 2023 2022 2021 2020

USD ‘000s

A
ss

et
 Q

ua
lit

y

Loans/ Total Assets 9% 16% 12% 12% 7%

Investment Securities/Total 
assets 15% 23% 21% 21% 21%

NPL/Gross loans 32% 18% 22% 21% 49%

2024 2023 2022 2021 2020

USD ‘000s

Li
qu

id
it

y Liquid assets to Total Assets 73% 58% 64% 65% 70%

Liquid assets to Total 
Liabilities 92% 83% 89% 89% 99%

*this ratio excludes the impact of any one-off recoveries.
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1,100,000

1,200,000
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BOARD OF
DIRECTORS’ REPORT
On behalf of the Board of Directors, I am delighted to present the audited consolidated financial statements 
of Alubaf Arab International Bank (the “Bank”) and its subsidiary (together the “Group”) for the year ended 
31 December 2024. 

The Global economic landscape in 2024 presented a mix of challenges and opportunities across the global 
and regional markets. While the global GDP growth moderated, reflecting a period of stabilization following 
the post-pandemic recovery. Among the key trends that impacted the economic landscape are:

Nevertheless, in the midst of the economic headwinds and challenges, the banking industry remained 
resilient, supported by robust economic recovery efforts and digital transformation initiatives.

In terms of the Bank’s key markets performance, while some introduced major policy reforms to combat 
inflation and attract foreign direct investment, leading to a strong rebound in exports. Others observed 
economic growths that were ranked among the fastest-growing economies, despite facing political 
upheaval. Meanwhile, certain economies experienced moderate growth but remained fragile due to 
vulnerability to political unrest.

The Group, however, continued to adopt a conservative approach to risk management and sustained 
transacting for its trade finance and credit business in experienced markets, while ensuring careful 
screening of new customers and markets in line with the related approved strategy. The Group diversified 
its funding base by seeking new reasonablely priced deposits which were effectively utilized, thereby 
driving growth in revenues and profitability. Furthermore, the Group also continued to remain competitive 
in terms of rates and services offered to customers which positively contributed to the overall earnings.  

The Group’s financial performance remained strong during 2024 due to management’s effective allocation 
of funding towards higher earning assets and it achieved total operating income amounting to US$ 51.5 

Inflationary pressures in advanced economies leading to tighter monetary policies while impacting 
global liquidity and borrowing cost;

Volatility in energy prices, particularly in energy exporting nations thereby influencing the trade 
balances and fiscal policies; and 

Ongoing geopolitical tensions and conflicts resulting in trade disputes and creating uncertainty, 
negatively impacting the investor sentiment and cross-border trade. 

million, being 40% higher than the total operating income of US$ 36.9 million achieved during 2023. 
Consequently, the Group’s consolidated net profit amounted to US$ 30 million, being 104% higher than the 
net profit of US$ 14.7 million achieved during 2023. Interest income amounted to US$ 87.7 million whereas 
the interest expense amounted to US$ 40.0 million and accordingly, the net interest income amounted to 
US$ 47.7 million. Total non-interest income of US$ 3.9 million was primarily driven by fee and commission 
income of US$ 2.3 million from trade finance activities. Even though heightened competition was witnessed 
in the market, the Group provided effective and high-quality services to its customers, which resulted in 
generating reasonable earnings. 

On the expenses front, despite inflation, the Group has managed its operating expenses well and managed 
to maintain them at US$ 15.5 million in 2024 as compared to US$ 14.7 million in 2023. The Group’s financial 
position remained strong with total assets standing at US$ 1,767.2 million at 31 December 2024 with liquid 
assets to total assets ratio of 72.8% and capital adequacy ratio of 38.9%.

In the field of technological development and governance, the Group continued to invest in its information 
technology infrastructure and related information security to ensure seamless and continuous uninterrupted 
operations. This facilitated access to information, communication and services to customers, while meeting 
regulatory requirements. The Group also continued to evolve and inculcate a strong risk management 
culture and strengthen its governance framework, thus aligning itself with evolving regulatory practices. 

Further, during the year ended 31 December 2024, Bahrain released Decree-Law of Domestic Minimum 
Top-up Taxation (“DMTT”) Law regarding the implementation of tax on multinational enterprise groups 
located in Bahrain. The newly enacted tax legislation is effective from fiscal years commencing on or after 
1 January 2025 and the Group is currently engaged with tax specialists to quantify the impact and based 
on Group’s own assessment and in line with the provisions of the Law and the Executive Regulations, the 
Group has registered itself with the concerned authorities.

In recognition of the importance and support of its valued shareholders, the Board of directors are pleased 
to propose a dividend of US$ 3 per share, amounting to US$ 15 million, representing 6% of paid up share 
capital for the year ended 2024, after due appropriation of US$ 3 million from net profit for the year 2024, 
towards transfer to statutory reserve. This proposed dividend is subject to regulatory and shareholders’ 
approval in Annual general meeting.

The Group’s strong capital position and dynamic Board of Directors and management efforts enables it 
to address market challenges in an effective manner for it to achieve a sustainable growth. The Group 
shall continue to manage risks, capital and liquidity effectively due to the faced uncertain economic 
environment.
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Remuneration of the Board members for the fiscal year ended 
31 December 2024 is as follows:

* The Chairman and Board’s remuneration is subject to approval by the Group’s 
shareholders in the Annual General Meeting
** Travel and accommodation costs.

Amounts are stated in Bahraini Dinars (‘000)

Mr. Anthony Mallis

TotalOthers** TotalOthers**

Mr. Abdulkarim
Bucheery

Mr. Abdulrazag
Tarhuni

Mr. Tarek Amer

38

38

38

38

14

16

13

13

3

3

13

13

55

57

64

64

Name

Independent Directors

First

Fixed Remunerations

Remunerations of the chairman 
and BOD*

Total allowance for attending 
Board and committee meetings

End-of-service award

Aggregate amount
(Does not include 
expense allowance)

Expenses
Allowance 

Remunerations of the chairman 
and BOD

Incentive plans

Variable Remunerations

1

2

3

4

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

55

57

64

64

-

-

Mr. Khaled Taher 38 15 11 64

Name

Non-Executive Directors

Second

Fixed Remunerations Variable Remunerations

1 - - - - - 64 -

Mr. Khalid AlGonsel

Mr. Guima Masaud
Salem Kordi

Total

38

38

15

16

11

13

64

67

Name

Executive Director

Third

Fixed Remunerations Variable Remunerations

1

2

-

-

-

-

-

-

-

-

-

-

64

67

-

-

266 102 67 435 - - - - - 435 -

-

-

| Page 12

Annual Report 2024

Page 13 |

Alubaf |



Remuneration of the top six remunerated management executives for the fiscal year ended 31 December 
2024 is as follows:

Finally, I would like to thank the Shareholders, the Central Bank of Bahrain, the Ministry of Industry and 
Commerce of the Kingdom of Bahrain, the Board members, all Correspondent Banks and our customers 
for their continued support. I also take this opportunity to extend my special appreciation and gratitude 
to the Chief Executive Officer, the Executive Management team and all of the Bank’s employees for their 
determination and commitment in achieving continues growth and progress for the Group.

Executive management

Remunerations of top six executives, including the CEO and the 
Head of Financial Control

Total paid salaries 
and allowances

Total paid 
remuneration (Bonus)

Any other cash/in-kind 
remuneration 2024 Aggregate Amount

796 121 219 1,136

Mr. Anthony C. Mallis
Vice Chairman

Mr. Khaled AlGonsel
Chairman
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BOARD OF
DIRECTORS
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EXECUTIVE 
MANAGEMENT
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CORPORATE 
GOVERNANCE
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ORGANIZATION STRUCTURE 
OF THE BANK 

| Page 22

Annual Report 2024

Page 23 |

Alubaf |



ALUBAF’S CORPORATE GOV-
ERNANCE PHILOSOPHY
ALUBAF Arab International Bank B.S.C. (c) (the“«Bank“) is a closed Bahraini joint stock company 
incorporated in the Kingdom of Bahrain and registered with the Ministry of Industry and Commerce under 
Commercial Registration (CR) number 12819.  The Bank operates under a wholesale banking license issued 
by the Central Bank of Bahrain (the “CBB“). 

As a Wholesale Commercial bank, the Bank’s corporate governance framework is based on the guidelines of 
the Corporate Governance Code as introduced by the Ministry of Industry and Commerce, the Commercial 
Companies Law and its Implementation Regulations (“CCL”) and the regulations of the Central Bank of 
Bahrain (“CBB”) as specified in Volume 1 of its Rulebook - High Level Controls (Module HC).

The Bank is fully committed to meeting its strategic objectives and achieving solid growth while upholding 
the highest standards of corporate governance. Such commitment is deeply rooted in its dedication to 
enhancing its compliance with all the applicable laws, regulations and best industry practices to the 
ultimate benefit of its shareholders, clients, employees and other stakeholders.

FRAMEWORK
The Bank has an effective, disciplined and transparent management framework developed on strict 
adherence to corporate governance principles and statutes of its regulator Central Bank of Bahrain. The 
Board of Directors is responsible for strategic plans, policies and supervision of business performance/
operations, overseeing the functions of executive management and ensures to conduct meetings at least 
four times annually. At the next level, is the executive management team, which is committed in the daily 
execution of business in compliance with approved policies, plans and regulatory requirements. The bank›s 
external auditors Ernst & Young, conduct final audit and other statutory reviews and quarterly on financials, 
prudential information reporting, public disclosure and the review on AML/CFT to ensure compliance with 
regulatory requirements.

PROFILE AND OWNERSHIP 
STRUCTURE OF THE BANK 
The Bank’s authorized share capital is USD 500,000,000 (United States Dollars five hundred 
million) divided into 10,000,000 (ten million) shares of USD 50 (United States Dollars fifty) 
nominal value per share.  The Bank’s issued and paid up capital is USD 250,000,000 (United 
States Dollars two hundred and fifty million) divided into 5,000,000 (five million) shares of USD 

Shareholders Distribution of Shareholding according to Nationality:

As of 31 December 2024, Libyan Foreign Bank (LFB) owns more than 5% or above of Alubaf’s total 
outstanding shares.

As of 31 December 2024, the Bank’s Directors and the Senior Management do not own any shares 
in the Bank on an individual basis. 
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BOARD OF DIRECTORS 
BOARD COMPOSITION 

The Bank shall be administered by a Board of Directors comprising of at least five (5) directors and not 
more than nine (9) directors (“Directors”).  As of 31 December 2024, the total number of Directors is seven 
(7). The Board of Directors also elects by secret ballot from its Directors a chairman (“Chairman”), and a 
deputy chairman (“Deputy Chairman”) for its tenure.  

In accordance with HC 2.1.2 of the CBB Rulebook, in conventional bank licensees with a controller, at least 
one third of the Board of Directors must be independent.

The CBB Rulebook HC 3.2.1 and Corporate Governance Code require that the Chairman of the Board of 
Directors must be an independent Director. The bank has obtained CBB’s exemption letter dated 7th June 
2023 to appoint Mr. Khalid AlGonsel, Executive Director as the Chairman of the Bank.  

As of 31 December 2024, the Bank is in compliance with the aforementioned independence requirements 
with the following being its composition: 

For the financial year ending 31 December 2024, the bank’s board of directors was as follows:

The full profiles and the bank’s directors, information on other posts that they hold and their biographies 
are available in the annual report and the website www.alubafbank.com.

The Board of Directors is supported by its Board Secretary, who provides it with professional and 
administrative support. The Board Secretary also acts as secretary at the General Assemblies. The Audit, 
Risk and Compliance Committee secretary is the Head of Internal Audit and the Nomination, Remuneration 
and Corporate Governance Secretary is the Head of Human Resources and Administration. As per HC 3.7.3, 
the appointment of the Board Secretary is subject to approval of the Board of Directors.

| Page 26

Annual Report 2024

Page 27 |

Alubaf |



Establishing the objectives of the Bank

Determining the overall business performance, plans and strategy of the Bank

Monitoring approved persons performance and their implementation of strategic decisions

Convene and prepare the agenda for the shareholder meetings

Monitoring conflict of interest and preventing abusive related party transactions

Adoption and annual review of strategy

Annual approval of budget and monitoring management performance in relation to the same 
thereof

Adoption and review of management structure and responsibilities

Adoption and review of the systems and controls framework

Ensure financial results are reported fairly and which accurately disclose Alubaf’s financial      
position

Setting the ‘tone at the top’ of the Bank and overseeing compliance with various laws and 
regulations, including but not limited to, CBB laws and regulations, Company Commercial Law, 
Corporate Governance Code, Labor Law and other applicable laws and regulations

Approve term borrowings bond

INDEPENDENCY OF THE BOARD 
MEMBERS

RESPONSIBILITIES OF THE BOARD

The majority of the Board’s members are independent. To ensure the independency of the members, as 
per HC-1.1.1 and HC1.2.5, every director must bring independent judgment to bear in decision-making. No 
individual or group of directors must dominate the board’s decision-making and no one individual should 
have unfettered powers of decision. The members should also ensure that their membership of the Board 
of Directors is not in conflict with any of their other interests. Where there is the potential for conflict of 
interest, or there is a need for impartiality, the Board must assign a sufficient number of independent 
Board members capable of exercising independent judgment.

The Board of Directors’ role and responsibilities include but are not limited to, the following:

Further details of the roles and responsibilities of the Board of Directors are set out in the Board Charter 
and Articles of Association.  These roles and responsibilities are in line with the regulatory requirements 
contained in the High-Level Control (“HC”) of the CBB Rulebook Volume 1 and the Corporate Governance 
Code.

INDUCTION OF NEW DIRECTOR 
The Board ensures that each new appointed Director receives all information to strengthen and support his 
contribution from the commencement of his term, via meetings with senior management, presentations 
regarding the Bank’s strategic plans, significant financial, accounting frameworks, risk management 
issues, compliance programs, in addition to access to its internal and external auditors and legal counsel.

APPOINTMENT/TERMINATION OF 
THE BOARD OF DIRECTORS
The appointment of Directors is subject to obtaining the prior written approval of the CBB and comply at all 
times with the Company Commercial Law and the CBB regulations.  The Board of Directors is appointed for a 
term of three (3) years by the Annual General Assembly, such term being capable of renewal.  Appointments 
of Directors are also subject to Article 175 of the Company Commercial Law for shareholders holding 10% 
of the share capital or more having the right to appoint representatives on the Board in proportion to the 
number of members on the Board.  The current term of the Board of Directors started in June 2022 and will 
end in – June 2025.

The Directors are generally required to adhere to the Bank’s Articles of Association, Company Commercial 
Law, the Corporate Governance Code, CBB Rulebook, Code of Ethics and Conduct and all applicable laws and 
regulations. The Bank has written appointment agreements with each Director, which set out the Directors’ 
roles, duties, responsibilities, accountabilities, in addition to other aspects relating to their appointment 
such as term, the time commitment required, the committee assignments (if any), their remuneration and 
expense reimbursement entitlement and access to independent professional advice, as and when required.

The Bank’s Articles of Association, which incorporates the relevant Company Commercial Law provisions, 
and the Board of Directors’ Charter list all the grounds for termination of membership of the Board of 
Directors.   The General Assembly, via majority vote, has the authority to terminate the membership of some 
or all of the Board of Directors.  This is without prejudice to the rights of shareholders qualifying under 
Article 175 of the Company Commercial Law to terminate the appointment of any Director they appointed 
in accordance with the aforementioned Article.  Terminations without proper justification or cause may 
entitle the Director to seek compensation from the Bank.
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Date of First 
AppointmentDirector

Khaled Algonsel

Anthony Mallis

Abdulkarim 
Bucheery

Tarek Amer

Abdulrazaq 
Tarhuni

Guima Kordi

Khaled Taher

27-Mar-24

18-Jun-17 

15-Mar-20

27-Mar-24

15-Mar-20

19-Apr-16 

26-Jun-22

19-Jun-23

09-Jul-17

11-Nov-19

19-Jun-23

8-Jun-20

 21-Aug-15

 23-Feb-22

First Board 
Meeting

Held in 
Bahrain

1/2024

Held in 
Bahrain

2/2024

Held in 
The UK

3/2024

Held in 
Bahrain

4/2024

Held in 
Bahrain

5/2024

20-Feb-24 2-May-24 15-July-24 29-Oct-24 10-Dec-24

In accordance with HC-3.1 of Volume 1 of the CBB Rulebook, the Board must meet frequently but in no 
event less than four (4) times a year. The Bank’s Board of Directors has exceeded this requirement by 
meeting five (5) times in the financial year ending 31 December 2024.  All Directors have complied with the 
requirement to attend at least 75% of all Board meetings convened in a given financial year. During 2024, 
five Board meetings were held as follows:

Participated by phone/Video linkMEETINGS OF THE BOARD
OF DIRECTORS DURING THE YEAR 2024
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BOARD ASSESSMENT AND 
EVALUATION

ARCC MEETINGS AND ATTENDANCE

NRCGC MEETINGS AND ATTENDANCE 

The Board and its Committees conduct annual assessments and evaluations on an annual basis.  Each 
Director completes an overall Board assessment form, in addition to each Committee member completing 
a Committee assessment form.  The NRCGC is responsible for reporting the results of the assessments to 
the Board for appropriate action, where and if required. 

The minimum number of meetings required is four. 

Participated by phone/Video link

The minimum number of meetings required is two. 

BOARD COMMITTEES 
In accordance with the bank’s constitutional documents, charters and the requirements set forth by 
the corporate governance code and CBB regulations, the board of directors has delegated specific 
responsibilities to a number of board committees (each a “committee” and collectively, the “committees”). 
Each committee has its own formal written charter that sets out the roles and responsibilities of its 
members. The main committees are as follows:

As of 31 December 2024, the composition of the committees are as follows:

MATERIALITY AND AUTHORITY 
LEVELS
The materiality level for transactions that require board approval varies for different activities and is 
governed by pre-approved exposure levels delegated by the board which are contained in various policy 
and procedure documents as well as the delegation of authority.  Transactions exceeding the approval 
authorities granted to the CEO or CIC must be approved by the board.

The CBB Rulebook HC 3.4.1 & 3.5.1 requires that the ARCC must have at least three directors of which the 
majority must be independent. The bank has obtained CBB’s exemption letter dated 6th July, 2023 on the 
ARCC composition.

The CBB Rulebook HC 3.7.1 requires that the NRCGC must have at least three independent directors, or 
alternatively, three non-executive directors of whom the majority must be independent directors including 
its chairperson. The bank has obtained CBB’s exemption letter dated 6th July, 2023 on the NRCGC 
composition. 

Audit, risk and compliance 
committee (“ARCC”)

Nomination, remuneration 
and corporate governance 

committee (“NRCGC”)&

Khaled AlGonsel Chairman

Member

Member

Nomination, 
Remuneration and 

Corporate Governance 
(NRCGC)

Tarek Amer

Abdulrazag Tarhuni

Abdulkarim Bucheery Chairman

Member

Member

Member

Audit, Risk and 
Compliance (ARCC)

Anthony Mallis

Khalid Taher

Giuma Masaud Salem Kordi 

Members

Khaled AlGonsel

Tarek Amer

Abdulrazag Tarhuni

1/2024 2/2024

18-Feb-24 28-Oct-24
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BOARD COMMITTEES
RESPONSIBILITIES
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BOARD OF DIRECTORS 
COMMITTEES RESPONSIBILITIES 

NRCGC RESPONSIBILITIES

ARCC RESPONSIBILITIES 

SUMMARY OF TERMS OF REFERENCE

The members of the Committee shall be appointed by the Board. The Committee will 
comprise of at least three independent members. All members must be non-executive 
directors and the majority of the members of the committee including the Chairman shall 
be independent directors.

Members must have no conflict of interest with any other duties they have for the bank.

Appointments to the Committee shall be for a period of up to three years, which may be 
renewable for similar periods, and shall coincide with the appointment of the board of 
directors.

A meeting of the Committee will not be valid unless attended by not less than two or half 
of the members (depending on the number of the members of the committee), whichever 
is greater.

The Committee shall make whatever recommendations to the Board it deems appropriate 
on any area within its remit where action or improvement is needed.

The Chairman of the Committee shall attend the shareholder’s meeting in order to respond 
to any shareholders inquiry on the ARCC activities.

The Committee shall conduct an annual self-assessment review and reports conclusions 
and recommendations to the Board.

The NRCGC is responsible for developing and recommending changes from time to time in 
the Bank’s nomination and remuneration policy, including the variable payment policy. As will 
responsible of the banks corporate governance practices and recommending any changes from 
time to time. 

It is also entrusted to identify and recommend persons occupying senior positions including 
board members, as will ensure a succession planning for directors and senior management.

Succession Planning in the Bank is driven by our Business strategy and forward-looking approach. 
The primary objective of the plan is to develop people to meet future demands of the Bank. On 
an annual basis, the Human Resources Department of the Bank reviews and consults the Board’s 
Nomination & Remuneration Committee to ensure availability of a practical and executable 
succession plan.

SUMMARY OF RESPONSIBILITIES

The committee’s responsibility is to assist the board in discharging its oversight duties 
mainly relating to the following matters: - 

The integrity of the bank’s financial statements and financial reporting process and the 
bank’s systems of internal accounting and financial controls;

Recommending appointment, retention of the external auditor, and be directly responsible 
for the oversight of the external auditor’s work.

Review and assess the effectiveness of the bank’s internal audit function

Ensure the independence of the internal auditor and external auditor;

Ensure independence of risk and compliance from risk-taking activities and business lines;

Oversee the bank’s compliance with laws, regulations and internal policies. Review the 
implementation of, enforcement of and adherence to the bank’s code of conduct and 
compliance with corporate governance charter.

Overseeing the management of the bank’s compliance risk. Assist the board in establishing 
a permanent and effective compliance function.

Overseeing the bank›s activities in managing credit, market, liquidity, operational, legal, 
reputational and other risks and to ensure that an effective risk management framework is 
in place and functioning in the bank.

Review bank’s policies and recommend them for board approval.

Monitor the responsiveness of management to the committee’s recommendations and 
findings;

Address and review all concerns arising from the whistle blowing policy.

Ensure that the Bank has effective and adequate policies covering cybersecurity.
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MANAGEMENT
SEGREGATION OF DUTIES BETWEEN BOARD 
OF DIRECTORS AND MANAGEMENT
In accordance with CBB regulations, the positions of the chairman and deputy chairman are segregated from 
those of the chief executive officer (“CEO”).  Furthermore, there is a clear delineation of responsibilities 
between the aforementioned positions as defined in the bank’s articles of association and board charters.
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MANAGEMENT COMMITTEES

ASSET AND LIABILITY COMMITTEE (ALCO)

Member Position Committee Member Position

Chief Executive Officer Head/Chairman

Chief Risk Officer Member

Head of Financial Control Member

Head of Business Development Member

Head of Treasury & Investments Member

Head of Trade Finance Member

Head of Operations Member

Senior Manager - Risk Management Member/Secretary

MANAGEMENT RISK COMMITTEE (MRC)

Member Position Committee Member Position

Chief Executive Officer Head/Chairman

Chief Risk Officer Member

Head of Financial Control Member

Head of Business Development Member

Head of Treasury & Investments Member

Head of Trade Finance Member

Head of Operations Member

Senior Manager - Risk Management Member/Secretary

CREDIT AND INVESTMENT COMMITTEE (CIC)

Member Position Committee Member Position

Chief Executive Officer Head/Chairman

Chief Risk Officer Non-voting member

Head of Financial Control Member

Senior Manager - Risk Management Non-voting member

Head of Treasury &Investments Member*

Head of Business Development Member*

Senior Manager – Business Development Secretary

* Do not vote/approve their submissions 

SPECIAL ASSET MANAGEMENT COMMITTEE (SAMC)

Member Position Committee Member Position

Head of Financial Control Head/Chairperson

Head of Operations Member

Chief Risk Officer Member

Legal Manager Member

Senior Manager – Risk Management Member

Manager – Credit Management Member/Secretary
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MANAGEMENT COMMITTEES 
RESPONSIBILITIES
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MANAGEMENT COMMITTEES 
RESPONSIBILITIES 

ALCO RESPONSIBILITIES

SUMMARY OF TERMS OF REFERENCE

The purpose of the ALCO is to prudently direct and manage asset and liability allocations 
to achieve the Bank’s strategic goals.

The ALCO shall meet once in a quarter or more frequently, if required. 

A meeting of the committee will not be valid unless attended by half of the voting members. 

The Committee’s decisions shall be considered by a vote of the majority of the attending 
members. In case of tied votes, the Head of the Committee shall have the casting vote.

MRC RESPONSIBILITIES

SUMMARY OF TERMS OF REFERENCE

The purpose of the MRC is to assist the Board Audit, Risk and Compliance Committee 
(ARCC) in overseeing the Bank’s risk management framework and manage all areas of risks 
within the Bank.

The MRC shall meet once in a quarter or more frequently, if required. 

A meeting of the committee will not be valid unless attended by half of the voting members. 

The Committee’s decisions shall be considered by a vote of the majority of the attending 
members. In case of tied votes, the Head of the Committee shall have the casting vote.

SUMMARY OF RESPONSIBILITIES

Monitor the Bank’s asset and liability maturity profiles taking into account economic 
developments, fluctuations in asset values and benchmark reference rates

Develop asset and liability management strategies, including liquidity strategies, and short 
and long-term funding and leverage strategies, within board approved parameters

Review the Bank’s capital adequacy position and address capital management strategies 
from an ICAAP perspective

Review the Bank’s liquidity risk profile, including monitoring liquidity risk metrics, early 
warning indicators, contingency plans, adequacy of liquidity cushion etc., and ensure that 
the Bank maintains adequate liquidity to cover stress scenarios

Review the interest rate risk and forex risks of the Bank and devise strategies (including 
hedging) to minimize the impact of such risks on the Bank’s net worth and earnings

Reviewing the portfolio performance, treasury reports, risk management reports and 
provide guidance to management

Review risk limits and approve or reject breaches of limits within its authority

SUMMARY OF RESPONSIBILITIES

Determine key risk areas and adopt risk management practices that contribute to the 
Bank’s objective

Increase the awareness level of management and staff on business risks in the Bank

Review and recommend for approval the Bank’s risk management framework

Evaluate the level and trend of material risks and their impact on capital levels

Review and assess various internal limits and make specific recommendations with respect 
to economic risk capital and risk limits

Review Operational Risk Framework and monitor the operational risk on ongoing basis

Review and approve the stress test scenarios of the Bank and ensure that they cover all 
material risks faced by the Bank, review stress testing results and recommend action plan 
to ARCC and Board to manage stress events

Review the reputational risk and ensure adequate measures are taken to monitor and 
manage reputational risks, including management of Step-in risks

Review other major risk concentration as deemed appropriate
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SUMMARY OF RESPONSIBILITIES

To review the details of all facilities structure either prior to or following the approval of 
counterparty/ facility limits by delegated authority

To serve as the delegated approval authority for certain credit facilities and investments of 
the Bank

Consider approved risk appetite of the Bank, strategic objectives with regards to servicing 
certain customers and geographies, desirable pricing, country, product, sector and 
concentration limits, provisioning policy, adequacy of collateral, customer relationships 
and repayment history

Review information presented by both the credit proposal initiator, Credit Management 
Department (“CMD”) and Risk Management Department (“RMD”) prior to making a decision

Ensure that any credit proposal initiator who is a member of the CIC is excluded from 
voting on credit or investment proposals instigated or proposed by that member for the 
avoidance of a conflict of interest

Meet to discuss issues highlighted by the CMD and RMD regarding on-going performance 
of problem credits and assess adequacy of provisions

Monitor on-going risk profile of the Bank in aggregate and by individual business/economic 
sectors and geographic concentrations and concentration to a single borrowing entity

Review of all applications rejected by any delegated authority within the Bank (list of such 
facilities to be presented by business lines) in order to review enhancements in the Policy 
suggested by business lines

Review counterparty limit breaches in line with its authority under Delegation of Authority 
Matrix (“DOA”)

Evaluate all new loan proposals

Assess all guarantee facilities

Review problematic credit exposure expeditiously to minimize credit loss and maximize 
recoveries

Review actions proposed by Special Assets Management Committee (“SAMC”) pertaining 
to non-performing exposures (initiating legal actions, write-offs, etc.) and endorse such 
actions for approval in line with the DOA

The CIC is assigned responsibility by the board of directors for the management and 
oversight of the bank’s credit and investment operations and management activities 
relating to the identification, assessment, measurement, monitoring, and management of 
the bank’s credit risk and to make appropriate decision while adhering to the bank’s risk 
appetite and procedures for credit and investment selection

Responsible for reviewing all proposals for addition of new products

Reviewing and approving on the renewal and /or amendment of current credit facility 
agreements as per the DOA

Review and approve the investment deal proposals on Amortized Cost and FVOCI 
portfolios; within its authority

Approving all types of exposures, as per the guidelines and authority provided in the DOA

Recommending action to be taken on customer covenant breaches, restructuring of loans

Approving the cancellation of credit facilities (Loan, Treasury and Trade Finance) as per the 
guidelines and authority provided in the DOA

Approving the execution of all types of Trade Finance products either funded or unfunded 
exposure and their amendments as per DOA

Approving the closure of Nostro accounts

Reviewing the opening of new Nostro accounts

CIC RESPONSIBILITIES 

SUMMARY OF TERMS OF REFERENCE

The purpose of the Credit and Investment Committee is to assist the Board of Directors in 
fulfilling its responsibilities by providing oversight of bank’s credit and investment operations 
and management activities relating to the identification, assessment, measurement, 
monitoring, and management of the bank’s credit risk. The committee fulfils the following 
responsibilities with respect to financing/lending activities, investment activities and trade 
finance activities. 

The Committee shall meet at least once every quarter or more frequently if required.  
However, the committee shall review monthly reports circulated via email by various 
departments and may approve actions if required over email.

A meeting of the committee will not be valid unless attended by half of the voting members. 

The Committee’s decisions shall be considered by a vote of the majority of the attending 
members. In case of equality of votes, the Head of the Committee shall have the casting 
vote.

MANAGEMENT COMMITTEES 
RESPONSIBILITIES 
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SUMMARY OF RESPONSIBILITIES

Taking over the responsibility for handling customer accounts which is over 90 days past 
due.

Initiating suspension of credit facilities to accounts transferred from Credit Administration 
Unit (CAU).

Exploring all possible avenues including engagement of external debt collection agencies 
to enhance collection.

Initiating and following-up on collateral realization procedures where approved.

Responsible for developing strategies for handling the classified assets in order to prevent 
losses and maximize recovery, and to ensure their implantation.

Liaising with other departments in gathering the required data for formulating remedial 
strategy for Non-Performing Asset (NPA) cases.

Based on metrics which include account’s history, call logs and visit reports or if the 
account crosses 180 days past due, decide on whether the account should be restructured/
payments rescheduled or whether legal action should be pursued.

Reporting to the CEO and ARCC periodically on any legal action to be taken.

Monitoring performance of restructured accounts over twelve months cooling-off period 
and thereafter transfer account ownership to CAU following successful completion of the 
cooling- off period.

Providing recommendations to the CIC on provisioning for NPAs.

Reviewing the list of NPAs which are eligible for moving off-balance sheet (off-loading).

Reviewing the list of facilities which are being proposed for write-off.

Monitoring and following up on the list of written off facilities.

Reviewing the NPA strategy and Operation plan and NPA Write-off policy.

SAMC RESPONSIBILITIES 

SUMMARY OF TERMS OF REFERENCE

The purpose of the SAMC is to assess and monitor credit defaults, develop recovery strategy 
customized to each portfolio and implement suitable strategy to recover the maximum 
possible amount from the delinquent borrower.

The committee shall meet once in three months or as and when required. 

A meeting of the committee will not be valid unless attended by half of the voting members. 

The Committee’s decisions shall be considered by a vote of the majority of the attending 
members. In case of tied votes, the Head of the Committee shall have the casting vote.

MANAGEMENT COMMITTEES 
RESPONSIBILITIES 
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RELATED PARTY 
TRANSACTIONS

CODE OF CONDUCT AND 
CONFLICT OF INTEREST 

In general, the bank has proper credit due diligence procedure for all type of facilities or 
exposures.  Related party transactions relating to directors are approved by the shareholders.  
Details of related party transactions are set out in note 27 of the Consolidated Financial 
Statements.

The Bank’s major related party transactions are generally with its majority shareholder/
controller and/or its affiliate companies.  The Board of Directors ensures that the pricing 
policies and terms of these transactions are approved by the Bank›s management and are to 
further the interests of the Bank.

The Bank has adopted a code of conduct and ethics (“Code of Ethics and Conduct”), in addition 
to other internal policies and guidelines, which are applicable to directors, management and 
other staff.  These documents are designed to establish best practices and incorporate all 
regulatory and legal requirements governing the Bank’s operations for the aforementioned 
parties to follow in the fulfillment of their responsibilities and obligations towards the bank’s 
stakeholders. 

The code of conduct and ethics contains rules on conduct, ethics and on avoiding conflicts 
of interest, and is applicable to all employees and directors of the bank. The board approved 
code of conduct and ethics is published on the bank’s website. 

The Bank requires its directors and approved persons to issue an annual declaration of conflict 
of interest statement. Additionally, as per the board appointment agreements, each director 
has the responsibility to disclose any material interests relating to business transactions and 
agreements and the privilege of accessing to independent professional advice in this regard 
if required. 

During 2024, there were no materially significant transactions entered into that may have 
potential conflict of interest with the interest of the Bank and no disclosures in this regard 
were accordingly made.
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WHISTLEBLOWING POLICY

COMMUNICATIONS AND 
DISCLOSURE POLICY

The Bank has a whistle-blowing policy with designated officials that employees can approach. The policy 
provides protection to employees for any reports made in good faith. The Board’s Audit, Risk and Compliance 
Committee oversees this policy. The whistle- blowing policy is published on the Bank’s share drive.

The disclosures made include, but are not limited 
to, the following:

 Annual and quarterly results;

 Annual Report publication and filing;

 Basel II (Pillar 3) related disclosures;

 Chairman and/or Board of Director 
 reports;

 Corporate governance disclosures;

 Communication with regulatory 
 authorities; 

 Press releases, announcements and 
 presentations; and

 Matters included on the Bank’s website.

The Bank has a Board approved Public Disclosure 
Policy and Corporate Communication Policy that 
govern the disclosure of material information 
relating to its activities to various stakeholders 
of the Bank. These policies apply to all modes of 
communication to the public including written, 
oral and electronic communication.

The Bank maintains a website at www.alubafbank.com, which includes information of interest to various 
stakeholders, such as the annual reports and reviewed quarterly financials of the Bank, covering the 
minimum periods prescribed by the applicable regulations.
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RELATIVES RECRUITMENT 
POLICY

ANTI-MONEY LAUNDERING

The bank has in place policies that govern the recruitment of relatives in the bank and to prevent the 
potential conflict of interest, the policies are: 

 As a matter of policy, employment of relatives is not allowed however, in case of any exception, the 
 approval of the Board’s Nomination & Remuneration Committee is sought.

 As part of annual reporting requirements, the CEO must confirm to the Board of Directors that no 
 such cases occurred during the year.

The Bank’s anti-money laundering policy (“AML Policy”) intends to ensure that the Bank has a comprehensive 
framework of policies and procedures including best practice standards for combating money laundering 
and terrorist financing. The policies and procedures are established to prevent the Bank’s operational 
activities from being utilized by others for unlawful purposes.

The Bank’s AML Policy prohibits and actively prevents money laundering, in addition to any activities that 
facilitate money laundering or funding of terrorist or criminal activities.  This is accomplished by ensuring 
compliance with the AML laws and regulations of the jurisdiction in which it undertakes business activities 
and in accordance with its internal compliance framework.

The bank is committed to providing periodic training and information to ensure that all employees are 
aware of their responsibilities under the CBB and AML laws and regulations in the Kingdom of Bahrain. The 
Bank provides annual up to date AML training for its staff designed to cater to the Bank’s activities and its 
differing types of customers and jurisdictions.

1
2

REMUNERATION OF EXTERNAL 
AUDITORS
For the year 2024, the Bank has appointed Messers Ernst & Young as their external auditors to provide audit 
and various other non-audit services.  These services include year-end audit, prudential information return 
reviews, quarterly reviews, sound remuneration reviews and public disclosures reviews.  Messers Ernst 
& Young have expressed their willingness to continue as the auditors of the bank for the financial year 
ending 31 December 2025. The ARCC has recommended the appointment of Ernst & Young and a resolution 
proposing their re-appointment was presented and approved at the Annual General Meeting held on 13 
March 2025.  

The breakdown of the external auditor’s fee in relation to audit and non-audit related services is as follows:

 TYPE OF SERVICE

Audit and other audit related 
service fees

Non-audit service fees 

TOTAL

2024 2023

USD’000 USD’000

67 67

95 91

162 158
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SOUND REMUNERATION 
DISCLOSURES
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INTRODUCTION

BANK’S REMUNERATION 
PHILOSOPHY

This document has been prepared in accordance with Central Bank of Bahrain (“CBB”) remuneration 
disclosure requirements for Wholesale Banks under CBB Rulebook (Volume 1 – Conventional Banks).

In 2014, the Bank adopted regulations concerning sound remuneration practices issued by the Central 
Bank of Bahrain and a “Remuneration Policy” was drafted for the Bank’s variable remuneration framework 
which was approved by shareholders at the Annual General Meeting held on 12 April 2015.  Subsequently, 
in 2017, the Remuneration policy was enhanced and revised to align them with market and best practices. 
This revised and updated “Remuneration Policy” was reviewed and approved by the Bank’s Nomination, 
Remuneration and Corporate Governance Committee (NRCGC), as well as the Central Bank of Bahrain and 
shareholders in Annual general meeting held on 8th April, 2018.

The Bank’s approach to “Pay and Benefits” incorporates a number of important objectives designed to 
support the Bank’s policy to attract, motivate and retain qualified employees needed to meet its overall 
long-term business plans. These include rewarding each employee based on individual overall contribution 
and performance, ensuring the Base Salary, discretionary Bonus and benefits are competitive within the 
market place, but with costs that are sustainable by the Bank and ensuring that internal equity is always 
maintained.

The Bank maintains a salary structure which reflects the relationship of job positions to each other and 
their place in the appropriate financial and business market place.  It is the Bank’s intention to reward 
employees in a manner reflecting merit. Merit is defined as how well an individual employee performs in 
relation to the objectives and requirement of the job. It is a policy of better pay for better performance.

NOMINATION, REMUNERATION 
AND CORPORATE GOVERNANCE 
COMMITTEE (NRCGC)
In addition to its other duties as specified in its mandate, the NRCGC is responsible for the design, 
implementation and supervision of the Remuneration Policy. In particular, the NRCGC:

Designs all the elements of remuneration including fixed salary, allowances, benefits and variable 
pay scheme for all levels of employees in the Bank.  In designing the Remuneration Policy, the 
NRCGC shall consider the Remuneration Policy document of the Bank, its business strategy, the 
regulatory pronouncements of the CBB and the labor laws of the Kingdom of Bahrain;

Obtains approval of the Board of Directors and subsequently the Shareholders on the Remuneration 
Policy adopted by the Bank;

Approves the Remuneration Policy and remuneration for each Approved Person and Material Risk-
taker;

Approves targets and associated risk parameters, and variable pay for achieving the set target for 
each performance period;

Approves total variable remuneration to be distributed, considering the total remuneration including 
salaries, fees, expenses, bonuses and other employee benefits at the end of the performance period 
based on the evaluation of actual performance as against the target for the performance period;

Monitors and review the remuneration system on a regular basis to ensure the system operates as 
intended;

Undertakes stress testing of the variable pay on a periodic basis to ensure that the variable pay 
scheme does not affect the Bank’s solvency and risk profile, and its long-term objectives and 
business goals;

Undertakes back testing to adjust for ex-post risk adjustments to the variable pay paid in earlier 
years and if required invoke claw back or malus; and

Recommends Board Member remuneration based on their attendance and performance and in 
compliance with Article 188 of the Commercial Companies Law No. 21/2001 and its amendments 
(“CCL”).
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COMPOSITION
As of 31 December 2024, the composition of the NRCGC is as follows:

1 Mr. Khaled AlGonsel
Chairman

Status
Executive

2 Mr. Tarek Amer
Member

Status
Independent

3 Mr. Abdulrazaq Tarhoni
Member

Status
Independent
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OVERALL APPROACH TO REMUNERATION

CORE REMUNERATION
POLICY

Base compensation for the individual employee’s overall 
contribution and performance

Market environment 

Operating Costs

Internal Equity

Salary Ranges

This merit-based approach is particularly applied to the base salary and discretionary bonus elements 
of total compensation. The level of overall contribution and performance is assessed through setting 
objectives, performance appraisals and performance ranking processes. Emphasis is on performance 
evaluations that reflect individual performance, including adherence to the Bank’s risk and compliance 
policies in determining the total remuneration for a position.

The financial service sector in which the Bank operates in is reviewed periodically to ensure that the 
Bank’s salaries and benefits remain competitive. 

Market competitiveness must always be balanced by the cost that the Bank can support to ensure that 
it meets its short and long-term business objectives.

Internal equity is maintained through consistent job matching. The objective is to ensure that jobs with 
similar dimensions, knowledge, complexity and accountability are graded at consistent levels across 
the Bank.

The Bank uses a structure of salary ranges against which salaries are administrated. Each grade is 
assigned a salary range within which salaries should be administered. These ranges allow room for 
different salaries to be paid to employees in the same grade based on experience in the job, and on 
overall contribution and performance and they also provide a basis for managing within costs limits.

The major components of this overall approach are:

VARIABLE PAY SCHEME

SALARY AND BENEFIT REVIEW

SEVERANCE PAY

PROHIBITION OF APPROVED PERSON BENEFITS

The Bank has a well-defined variable pay scheme in place, to support the NRCGC, should it decide to pay 
variable pay or bonus in any performance period.  Variable pay will be determined based on achievement of 
targets at the Bank level, unit level and individual level.  The variable pay scheme is designed in a manner 
that supports sound risk and compliance management. In order to achieve that goal, performance metrics 
for applicable business units are risk-adjusted where appropriate and individual award determinations 
include consideration of adherence to compliance-related goals.

The remuneration package of employees in Control and Support functions are designed in such a way that 
their function is independent of the business units they support. Remuneration decisions are based on 
their respective functions and not on the business units they support; Performance measures and targets 
are aligned to the Bank and individual objectives that are specific to the function; Respective function’s 
performance as opposed to other business unit’s performance is a key component for calculating individual 
incentive payments.

The variable remuneration of the Business units is primarily determined by key performance objectives 
set through performance management system of the Bank, which contain both financial and non-financial 
targets.  

Both qualitative and quantitative measures will be used to evaluate an individual’s performance across the 
Bank.

The Bank will review the salaries and benefits once every two (2) years, with an objective of maintaining 
competitive advantage in the market, based on salary surveys and market information gathered through 
secondary sources.

The Bank does not provide for any form of severance pay, other than as required by the Labor Law for 
the Private Sector Law No. 36/2012 of the Kingdom of Bahrain, to its employees. Under exceptional 
circumstances and subject to NRCGC approval, the Bank might offer sign-on bonus or minimum variable 
pay for any new recruit limited to first year of employment only.

The Bank does not allow any of its employees, who are identified as Approved Persons as per CBB regulations, 
to take any benefits from any projects or investments which are managed by the Bank or promoted to its 
customers or potential customers. This excludes Board related remuneration linked to the fiduciary duties 
owed to the investors of the project/investment, which includes those appointed as members of the board 
of special purpose vehicles or other operating companies set up by the Bank for projects or investments.
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GOVERNANCE

CBB REMUNERATION GUIDELINES

REGULATORY
ALIGNMENT

The composition of the NRCGC as of 31 December 2024, required to be aligned as per the CBB remuneration 
guidelines and approved NRCGC charter. 

The Bank’s variable pay policy includes the following CBB guidelines:

 The pay mix for the CEO, Senior Management in business units and the Material Risk takers has 
 been revised in such a way that their variable pay component is higher than the fixed pay 
 component, subject to achieving the risk adjusted targets both at the business unit and the Bank 
 level. 

 For staff in Control and Support functions, the pay mix is structured to consist of a higher fixed 
 pay component than the variable pays.  Furthermore, the variable pay for staff in Control and 
 Support functions, is based on their units target and individual performance and not linked directly 
 to the Bank’s overall performance.

The Bank has reviewed and revised the Bank’s Remuneration Policy and especially its variable pay policy to 
meet the requirements of the CBB Guidelines on remuneration with the help of external consultants, which 
was approved by the NRCGC, Central Bank of Bahrain and shareholders on 8th April 2018.  
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CEO, SENIOR MANAGEMENT AND BUSINESS UNITS

VARIABLE PAY

The variable pays of the CEO, members of the Senior Management team and the employees in business 
units is directly linked to the Bank, business unit and individual’s performance.  The performance measures 
include both financial and qualitative targets aligned to short term and long-term business strategy of the 
bank and is set at both the bank and the individual level.

The variable pay pool is determined primarily based on a hybrid approach (i.e. both top down and bottom 
up approach).  The total bonus pool is set at a maximum percentage of the risk-adjusted net profit for the 
financial year.  This is supplemented by bottom up computation i.e. by setting base multiples of monthly 
salary per level and aggregating the multiples per unit and then on to the Bank level. Additionally, the target 
setting process considers the variable pay pool as self-funding (i.e. targets are set net of variable pay pool 
for achieving that target).

An ex ante risk assessment framework has been introduced as part of the target setting process. The 
risk assessment framework considers all types of risks, including impact on capital adequacy, liquidity 
and qualitative risk elements such as reputation, compliance, quality of earnings, etc. with each element 
assigned appropriate weights as deemed necessary by the NRCGC.

In determining the variable pay pool at the performance period end, the NRCGC would consider post risk 
assessment outcomes and has a well-defined mechanism to re-adjust the target achieved and thereby 
the total variable pay pool.  The design of the variable pay pool computation aligns the interest of the 
employees to that of the shareholders and it increases or decreases as per the target achieved (i.e. the 
variable pay pool will be nil or considerably less if the Bank makes a loss or achieves less than the expected 
target).

The NRCGC, in order to mitigate the risk involved in rewarding for potential revenues, considers the following 
in the variable pay distribution:

 Target setting process considers the realized versus unrealized profit mix;

 Deferral of variable pay over three (3) years;

 The bonuses for the CEO, his deputies and Material Risk Takers and Approved persons as per CBB, 
 relating to business units and whose total remuneration exceeds the regulatory threshold of BD 
 100,000 per annum, have a deferral element and share linked payment, i.e., Phantom or shadow 
 shares are being offered to such staff.

The variable pay is subject to claw back and the unvested portion of deferred pay is subject to 
malus as explained below.

The deferral arrangements for CEO, his deputies and approved persons of business units and other material 
risk takers are as follows:

 40% of the variable pay will be paid in cash at the end of the performance period; and

 the balance 60% will be deferred over a period of three (3) years with 10% being cash deferral and
 50% being phantom or shadow shares and the entire deferred variable pay will vest equally over 
 a three (3) year period and the phantom or shadow shares can be encashed after six (6) months 
 from the vesting date. 

40%
Pay-out percentages

Immediate
Vesting period

Not
Applicable
Retention

Upfront Cash

10%
Pay-out percentages

3 years
Vesting period

Up to each
Vesting
Retention

Deferred Cash

50%
Pay-out percentages

3 years
Vesting period

6 months from
each Vesting
Retention

Deferred Share Awards
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SUMMARY OF VARIABLE PAY
The NRCGC has the overall responsibility for computation and approval of the variable pay across 
the Bank;

Links reward to Bank, business unit and individual performance;

Target setting process considers risk parameters which are both quantitative and qualitative;

Aligned to time horizon of risk, the bonus has a deferral element and a share linkage to align the 
employees’ interest with that of the shareholders;

Bonus can be reduced or nil if the Bank or business units do not achieve the risk adjusted targets or 
make losses; and

Post risk assessment is carried out to ensure that, in case of material losses or realization of less 
than expected income which can be attributed to employees’ actions, the claw back or malus as 
appropriate is invoked.

MALUS AND CLAW FRAMEWORK
The Bank’s claw back and malus clauses can be invoked by the NRC under certain pre-defined circumstances, 
wherein the Bank can claw back the vested as well as the unvested bonus paid or payable to an employee. 
The main pre-defined circumstances are:

 Where there is reasonable evidence of material error or culpability for a breach of Bank policy by the 
 employee(s);

 The Bank or the business unit suffers material losses or significant loss of business which could be 
 attributed to the actions of the employee(s);

 Where the employee(s) could be held responsible for material failure of risk management; and

 Where there is evidence of fraud or collusion amongst employees or by employee(s) with third 
 parties and which is prosecutable in a court of law.

Based on ex-post risk assessment, if the Bank and/or a relevant line of business or an employee is found to 
have been paid a bonus for a result which was much higher than actually realized, the NRCGC may invoke 
the malus clause by which any unvested portion payable during that year will be reduced in proportion to 
the reduction in the actual results versus expected results.

CONTROL AND SUPPORT UNITS
The variable pay for Control and support functions are designed in such a way that it is independent of the 
performance of the business units. The unit targets as set out and agreed with the NRCGC in the beginning 
of each evaluation period will be the base, with their individual performance score for variable pay to be 
paid except in the case of the Bank making a loss. In years when the Bank achieves exceptional profits, at 
the discretion of NRCGC, the base multiples for Control and Support units may be increased as deemed fit 
by the NRCGC.

Bonuses will be deferred for employees of Control and support units, whose total remuneration exceeds 
the regulatory threshold currently set at BD 100,000 per annum, are subject to deferral, in the following 
manner:

The variable pay is subject to claw back and the unvested portion of deferred pay is subject to malus as 
explained below.

50% of the variable pay will be paid in cash at the end of the performance period; and 10% will be 
paid in the form of phantom or shadow shares at the end of the performance period, which can be 
encashed by the employee after six (6) months.

The balance 40% will be deferred over a period of three (3) years and paid in the form of phantom or 
shadow shares and vests equally over the three (3) year period.
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BOARD REMUNERATION

DETAILS OF REMUNERATION 
PAID

The Bank determines the Board of Directors’ remuneration in line with the provisions of Article 188 of 
the Commercial Companies Law No. 21/2001 and its amendments.  The Board of Directors’ remuneration 
will be capped so that it does not exceed 10% of the Bank’s net profit after all required deductions in any 
given financial year and is subject to the approval of the shareholders in the Annual General Assembly. The 
aforementioned remuneration does not include the sitting fees and allowances paid to the Directors for 
attending Board meetings.

The NRCGC meeting held on 12th February, 2025, approved the variable pay for the year ended 2024, in line 
with approved “Remuneration policy”. This provisional variable pays for the year 2024, which is computed 
and recorded, will be disbursed in the year 2025.

The deferred element of variable remuneration relating to earlier years for certain eligible employees has, 
however, been paid during the year.  

* The Chairman and Board’s remuneration is subject to approval by the Group’s 
shareholders in the upcoming Annual General Meeting.

For 2024, the Board was composed of seven members. 

BOARD REMUNERATION

EMPLOYEE REMUNERATION

ELEMENTS OF 
REMUNERATION

Sitting fee and other 
allowance

Remuneration 
Recommendation*

TOTAL

2024 2023

USD’000 USD’000

450 517

700 700

1,150 1,217

All deferred and long-term awards are subject to malus provisions.  All share 
awards are released to the benefit of the employee after a six-month retention 
period from the date of vesting.  The number of equities share awards is 
linked to the Bank’s share price as per the rules of the Bank’s share incentive 
scheme.

| Page 70

Annual Report 2024

Page 71 |

Alubaf |



REMUNERATION
31-Dec-24

Approved persons in 
business lines

Approved persons in control 
functions

Total

Number of 
Employees

Fixed 
Remuneration 

USD’000

3 1,518

12 2,002

56 6,478

Variable 
Remuneration 

1,066

747

2,682

Total

2,584

2,749

9,160

Other material risk takers 9 871 259 1,130

Other sta� not covered 
above 32 2,087 610 2,697

* Control functions include Risk management, internal audit, operations, financial 
control, AML and compliance, information technology and human resource and 
admiration functions.

* No guaranteed bonus or sign on awards were awarded in 2024 neither any 
severance payments took place.

* Control functions include Risk management, internal audit, operations, financial 
control, AML and compliance, information technology and human resource and 
admiration functions.

* No guaranteed bonus or sign on awards were awarded in 2023 neither any 
severance payments took place.

31-Dec-23

Approved persons in 
business lines

Approved persons in control 
functions

Total

Number of 
Employees

Fixed 
Remuneration 

USD’000

3 1,562

14 2,117

55 6,485

Variable 
Remuneration 

519 

708 

1,874

Total

2,081

2,825

8,359

Other material risk takers 10 1,002 233 1,235

Other sta� not covered 
above 28 1,804 414 2,218

Deferred Share 
linked instrument 

533

86

376

-

-

31-Dec-24

Approved persons in 
business lines

Approved persons in control 
functions

Total

Up-front Cash Deferred Cash

Variable Remuneration Details *

USD’000

426 107

640 -

1,935 57

Up-front Share 
linked instrument

-

22

22

Total

1,066

748

2,683

Other material risk takers 259 - - 259

Other sta� not covered 
above 610 - - 610

Deferred Share 
linked instrument 

259

90

376

27

-

31-Dec-23

Approved persons in 
business lines

Approved persons in control 
functions

Total

Up-front Cash Deferred Cash

Variable Remuneration Details *

USD’000

208 52

595 -

1,419 57

Up-front Share 
linked instrument

-

23

23

Total

519

708

1,875

Other material risk takers 202 5 - 233

Other sta� not covered 
above 414 - - 414

USD'000

Opening balance

Awarded during the year

At 31 December 2023

Deferred Cash 
Deferred Share 

linked 
instrument 

Deferred Variable Remuneration Movement

262 1,461

80 376

256 1,345

Total

1,723

456

1,601

Paid out during the year 86 492 578
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INDEPENDENT AUDITOR’S 
REPORT & CONSOLIDATED 
FINANCIAL STATEMENTS
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The attached notes 1 - 30 form part of these consolidated financial statements The attached notes 1 - 30 form part of these consolidated financial statements
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The attached notes 1 - 30 form part of these consolidated financial statements The attached notes 1 - 30 form part of these consolidated financial statements
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The attached notes 1 - 30 form part of these consolidated financial statements
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BASEL III PILLAR 
3 DISCLOSURES
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EXECUTIVE
SUMMARY
This document provides the disclosures pertaining to risk and capital management for Alubaf Arab 
International Bank B.S.C. (c) (the “Bank”) and its wholly owned subsidiary, Bahrain Real Estate Development 
Company (together the “Group”) as of 31 December 2024. 

Central Bank of Bahrain (“CBB”), the regulating body for Banks and Financial Institutions in the Kingdom of 
Bahrain has issued the directives relating to public disclosures. The disclosure requirements in PD module 
of CBB rulebook follow the requirements of Basel III Pillar 3 and are in addition to, or in some cases serve to 
clarify, the disclosure requirements of International Financial Reporting Standards (“IFRS”). This document 
gathers all the elements of the disclosures required under Pillar 3 and complies with the PD module of 
CBB (including companies’ law), in order to enhance corporate governance and financial transparency. 
The Pillar 3 disclosures are in addition to the disclosures set out in the consolidated financial statements 
presented in accordance with IFRS and accordingly these disclosures should be read in conjunction with 
the Group’s consolidated financial statements for the year ended 31 December 2024 as well as the capital 
disclosures and liquidity disclosures published separately on the Group’s website.

For regulatory reporting purposes, the Group has adopted the standardized approach for credit and market 
risk and the basic indicator approach for operational risk to determine the capital requirements under Pillar 
1. The Group’s total risk-weighted assets as of 31 December 2024 amounted to US$ 932 million (31 December 
2023: US$ 649 million), comprising 93.87% of credit risk, 0.01% of market risk and 6.12% of operational 
risk weighted assets. The total consolidated capital adequacy ratio stood at 38.87% (31 December 2023: 
53.54%), compared to the minimum regulatory requirement of 12.50%.

There are no restrictions on the transfer of funds or regulatory capital within the Group and there are no 
differences in the basis of consolidation for accounting and regulatory purposes for the subsidiary within 
the Group.
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BASEL III 
FRAMEWORK
The Basel III framework is based on three pillars, consistent with framework developed by the Basel 
Committee, as follows: 

Pillar 1: 
the calculation of risk-weighted assets (“RWAs”) and capital requirements for credit, market and operational 
risks.

Pillar 2:
the supervisory review process, including the Internal Capital Adequacy Assessment Process (“ICAAP”). 

Pillar 3: 
the disclosure of risk management and capital adequacy information.

Pillar 1

Pillar 1 prescribes the basis for the calculation of the regulatory capital adequacy ratio. Pillar 1 sets 
out the definition and calculations of the RWAs, and the derivation of the regulatory capital base. 
The capital adequacy ratio is calculated by dividing the regulatory capital base by the total RWAs. 
As at 31 December 2024, all banks incorporated in the Kingdom of Bahrain are required to maintain 
a minimum capital adequacy ratio of 12.50% and a tier 1 ratio of 10.50%. In the event that the capital 
adequacy ratio falls below 12.50%, additional prudential reporting requirements apply and a formal 
action plan setting out the measures to be taken to restore the ratio above the target level is to be 
formulated and submitted to the CBB. 

The table below summarizes the Group’s approach for calculating RWAs and capital requirements 
for each risk type in accordance with the CBB’s Basel III capital adequacy framework: 

a) Credit Risk 
For regulatory reporting purposes, the Group applies the standardized approach for credit risk. The 
RWAs are determined by multiplying the credit exposure by a risk weight factor dependent on the 
type of counterparty and the counterparty’s external rating, where available.

b) Market Risk 
For the regulatory market risk capital requirement, the Group applies the standardized approach 
based on net open position of foreign currencies as per Capital Adequacy (the “CA”) module of the 
CBB rule book. 

c) Operational Risk
Under the CBB’s Basel III capital adequacy framework, all banks incorporated in Bahrain are 
required to apply the basic indicator approach for operational risk with prior notification to CBB 
unless approval is granted by the CBB to use the standardized approach. Currently, the Group uses 
the Basic Indicator Approach for calculating its capital requirement for operational risk.

Pillar 2

Pillar 2 defines the process of supervisory review of an institution’s risk and capital management 
framework and, ultimately, its capital adequacy. Under the Pillar 2 guidelines, each Bank is required 
to internally assess its capital requirements taking into consideration all material risks through the 
ICAAP assessment process and establish internal minimum capital limits.

Pillar 2 comprises of two processes: 
• An ICAAP review; and
• A supervisory review and evaluation process.

Internal Capital Adequacy Assessment Process:

The Group has a capital management and planning framework which ensures adequate capital is 
available for any expected/unexpected loss and to support its strategic growth opportunities. The 
capital planning of the Group is carried out through ICAAP which covers inter-alia: 

• Forecast of the strategic and business growth plan of the Group over the next 3 years 
• Quantitative and qualitative assessment of various external and internal risk factors 
• Assessment of capital adequacy under normal and stress scenarios 
• Planning of capital action, if any, required to accomplish the strategic and financial objectives 

of the Group.

The Group has a comprehensive ICAAP that includes board and senior management oversight, 
monitoring, reporting and internal control reviews, to identify and measure the various risks that are 
not covered under Pillar 1 risks and to regularly assess the overall capital adequacy considering the 
risks and the Group’s planned business strategies. The non-Pillar 1 risks covered under the ICAAP 
process include concentration risk, liquidity risk, interest rate risk in the banking book, reputational 
risk and strategic risk. The ICAAP also keeps in perspective the Group›s strategic plans, credit and 
investment growth expectations, future sources and uses of funds, dividend policy and the impact 
of all these on maintaining adequate capital levels. In addition, the ICAAP process also includes 
stress testing on the Group’s capital adequacy to determine the capital requirement and planning 
to ensure that the Group is adequately capitalized in line with the overall risk profile. The Group 
has complied with regulatory capital requirements throughout the period and has a consolidated 
capital adequacy ratio of 38.87% that is well above the regulatory requirement and provides a 
healthy cushion against any stress conditions.

Supervisory Review and Evaluation Process:  

The supervisory review and evaluation process represent the CBB’s review of bank’s capital 
management and an assessment of internal controls and corporate governance. The supervisory 
review and evaluation process are designed to ensure that banks identify their material risks and 
allocate adequate capital, and employ sufficient management processes to support such risks. 
The supervisory review and evaluation process also encourage institutions to develop and apply 
enhanced risk management techniques for the measurement and monitoring of risks in addition to 
the credit, market and operational risks addressed in the core Pillar 1 framework. Other risk types 
which are not covered by the minimum capital requirements in Pillar 1 include:

• Liquidity risk
• Concentration risk
• Interest rate risk in the banking book (IRRBB)
• Reputational risk
• Strategic risk

These are covered either by capital, or risk management and mitigation processes under Pillar 2.
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Pillar 3

In the Basel III framework, the third pillar prescribes how, when, and at what level information 
should be disclosed about an institution’s risk management and capital adequacy practices. The 
disclosures comprise detailed qualitative and quantitative information. The purpose of the Pillar 3 
disclosure requirements is to complement the first two pillars and the associated supervisory review 
process. The disclosures are designed to enable stakeholders and market participants to assess an 
institution’s risk appetite and risk exposures and to encourage all banks, via market pressures, to 
move towards more advanced forms of risk management. Under the current regulations, partial 
disclosures consisting mainly of quantitative analysis is required during half year reporting, 
whereas full disclosure is required to coincide with the financial year-end reporting. In this report, 
the Group disclosures are beyond the minimum regulatory requirements and provide disclosure of 
the risks to which it is exposed, both on and off-balance sheet.

3� Organizational structure, Risk and Capital Management

3�1  Organization structure 

The Group operates under a wholesale banking license issued by CBB, to provide treasury, loan and 
trade finance solutions. The Group’s customer base includes primarily corporate, banks, financial 
institutions, public sector companies, governments and semi-government entities in the GCC, 
MENA & European markets as well as selectively other countries across the world.

The Group’s largest single shareholder is Libyan Foreign Bank (99.50%); other shareholders 
comprise of National Bank of Yemen (0.28%) and Yemen Bank for Reconstruction and Development 
(0.22%). Libyan Foreign Bank is 100% owned by the Central Bank of Libya.

The Group’s consolidated financial statements are prepared and published in accordance with 
IFRS. Regulatory capital is reported to the CBB on a regular basis (at least on quarterly basis by way 
of submitting the Prudential Information Return report) in accordance with CBB guidelines.

3�2 Risk and Capital Management

The Group maintains a prudent and disciplined approach to risk-taking by upholding a comprehensive 
set of risk management policies, processes and limits, employing professionally qualified people 
with the appropriate skills, investing in technology and training, and actively promoting a culture of 
sound risk management at all levels. A key tenet of this culture is the clear segregation of duties and 
reporting lines between personnel transacting business and personnel processing that business. 
The Group’s risk management is underpinned by its ability to identify, measure, aggregate and 
manage the different types of risks it faces.

The overall authority for risk management in the Group is vested in the Board of Directors. The Board 
defines the risk appetite and risk tolerance standards and oversees that adequate risk management 
standards are in place. The Board also approves appropriate risk policies that form part of its risk 
management framework, based on the recommendation of management.  The Board is supported 
by the Audit, Risk and Compliance Committee (“ARCC”) which oversees the risk management, 
compliance and internal audit activities as well as ensuring integrity of the consolidated financial 
statements.

At the second level, executive management is responsible for the identification and evaluation on a 
continuous basis of all significant risks to the business and implementation of appropriate internal 
controls to minimize them. Senior management is responsible for monitoring credit lending 
portfolio, country limits, interbank limits and general credit policy matters, which are reviewed and 
approved by the Board of Directors. The Group has established various management committees 
that review and assess all risk issues. Approval authorities are delegated to different functionaries 
in the hierarchy depending on the amount, type of risk and nature of operations or risk and the 
same is codified in the Delegations of Authority document approved by the Board.

The risk management department of the Group provides the necessary support to senior management 
and the business units in all areas of risk management. The risk management function under the 
Chief Risk Officer (the “CRO”) is independent of the business units of the Group, reporting to the 
ARCC and administratively to the Chief Executive Officer (“CEO”). The Financial Control Department 
is responsible for the capital planning process.

Independent internal audit of the risk management process is conducted and its findings are 
presented to the ARCC. 

Following is the governance structure for Risk and Capital Management in the Group:

The risk, liquidity and capital management responsibilities are set out in the table below:

The Group›s capital management policies aim to ensure that the Group complies with regulatory 
capital requirements as well as to ensure adequate availability of capital to meet the Group’s 
strategic growth requirements and maximize shareholder value.

* CRO is an independent function which reports to the ARCC, and administratively to the CEO�
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3�3  Risk Types

The major risks associated with the Group’s business activities are credit, market and operational 
risks. Additionally, other material risks that the Group is exposed to include – liquidity risk, 
concentration risk, interest rate risk in banking book, reputational risk and strategic risk. These 
risks are continuously monitored and mitigated through effective process of ongoing identification, 
measurement, controlling and monitoring throughout the year. The following section provides the 
way these risks are managed and controlled.

3�4  Risks in Pillar 1

Basel III Pillar 1, which forms the basis for the calculation of the regulatory capital requirement, 
addresses three specific risk types:

a) Credit Risk

The credit risk is the main financial risk relative to the other risks for the Group because of its 
nature of business to finance and invest. Credit risk represents the potential financial loss as a 
consequence of a customer’s inability to honour the terms and conditions of a credit facility. Such 
risk is measured with respect to counterparties for both on-balance sheet assets and off-balance 
sheet items. The Group measures and manages Credit Risk by adhering to the following principles: 

• Consistent standards are applied across all customers in the risk-evaluation process using 
a rating system. The Group has in place a systematic credit rating system which provides a 
framework for objective risk assessment.

• The exposure should be reasonable in relation to the customer›s creditworthiness, capital 
position or net worth components, and the customer should be able to substantiate its 
repayment ability.

• Every extension of credit or material change to a credit facility (such as its tenor, collateral 
structure or major covenants) to any counterparty requires credit approval at the appropriate 
authority level.

• The Group regularly follows up on developments in the customer›s financial position in order to 
assess whether the basis for the granting of credit has changed.

• The Group assumes risks within the limits guided under its risk management framework and 
other rules prescribed by the CBB from time to time.

The Group has in place a credit risk management framework comprising of detailed credit risk 
management policies and procedures, regular credit assessments and monitoring, internal rating 
grades, credit administration activities, collateral management and early warning indicator 
monitoring. Regular reviews are carried out for each exposure and risks identified are mitigated in 
a number of ways, which include obtaining collaterals or guarantees. The counterparty credit risks 
are continuously monitored for changes in external environments and other economic challenges 
that may impact the counterparty’s credit profile as part of early warning indicator monitoring. 
Similarly, prudent norms have been implemented to govern the Group’s investment activities, which 
specify to the Group’s Treasury and Investment department, the acceptable levels of exposure to 
various products, based on its nature, tenor, rating, type, features and other relevant factors. 

The business units of the Group are responsible for business generation and initial credit review 
of proposals in accordance with the stipulated policy requirements. The Group has an independent 
credit management unit which is responsible to perform a rigorous independent credit analysis for 
the counterparty and assign an internal credit rating reflecting the level of credit risk. 

In addition, the independent Credit Administration Unit ensures adherence to the terms and 
conditions of all credit facilities is strictly implemented and collateral coverage is monitored. The 
Group has an internal grading system and review process to ensure identification of any deterioration 
in credit risk and consequent implementation of corrective action. The Group’s internal ratings are 
based on a 20-point scale (AAA to Loss), which considers the financial strength of a borrower as well 
as qualitative aspects to arrive at a comprehensive snapshot of the risk of default associated with 
the borrower. The internal rating model is reviewed and validated periodically by an independent 
external consultant to ensure robustness of the model in terms of stability and discriminatory 
power of the ratings. Risk ratings assigned to each borrower are reviewed on at least an annual 
basis. Regular monitoring of the portfolio enables the Group to identify accounts, which witness 
deterioration in risk profile. 

b) Market Risk

Market risk is the potential impact of adverse price movements such as benchmark interest rates, 
foreign exchange prices, equity prices and commodity prices on the Bank’s earnings and capital. The 
exposure to market risk occurs throughout the contract which may negatively affect the earnings 
and value of an asset. The categories of market risk to which the Group is exposed are as follows:

Interest rate risk results from exposure to changes in the level, slope, curvature and volatility of 
interest rates and credit spreads. 

Foreign exchange risk results from exposure to changes in the price and volatility of currency spot 
and forward rates. The principal foreign exchange risk arises from the Group’s foreign exchange 
positions in the banking book including its proprietary positions as well as positions arising from 
client servicing. 

Equity risk arises from exposures to changes in the price and volatility of individual equities or 
equity indices.

Commodity risk arises from exposures to changes and volatility of commodity prices. The Group 
does not maintain any exposures to commodities as at the reporting date and therefore is not 
exposed to commodity price risks.

The Group does not have material exposure to market risk on account of its limited trading activities. 
The Group’s market risk management framework comprises of various concentration limits to 
diversify its market risk exposures as well as stop loss limits to minimize losses. The main market 
risk exposures arise from its forex risk exposures, wherein the Group maintains net open position 
limits for each active currency which are monitored on a daily basis.

c) Operational Risk

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes 
or systems, or from external events. Operational risk is inherent in all business activities and 
can never be eliminated entirely, however shareholder value can be preserved and enhanced by 
managing, mitigating and, in some cases, insuring against operational risk. 
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c) Operational Risk (continued)

The Operational Risk Management Framework (the “ORMF”) is codified in the Group’s Operational 
Risk Management policy and broadly comprises of the following:

• Well defined governance framework and delegation of authorities
• Detailed policies and procedures for all activities of the Group
• Segregation of duties and internal controls
• Risk and Controls Self-assessments
• Identifying and monitoring of Key Risk Indicators
• Incident reporting and collection of losses from operational incidents, including near misses

Qualitative and quantitative methodologies are used to identify and assess operational risk and 
to provide management with information for determining appropriate mitigating factors. These 
include a database of operational risk incidents; monitoring of key risk indicators, which can 
provide an early warning of possible risk; and a Risk and Control self-assessment (the “RCSA”) 
process to analyse business activities and identify operational risks related to those activities. The 
management of operational risk has a key objective of minimising the impact of losses suffered in 
the normal course of business (expected losses) and to avoid or reduce the likelihood of suffering 
a large extreme (unexpected) loss.

The RCSA is performed on a periodic basis, by obtaining senior management inputs to enhance the 
control environment of the Group. The Group’s risk management department coordinates with the 
heads of departments and the respective risk champions in each department, to conduct the RCSA 
assessments. As part of such assessments, the key operational risks within each department’s 
activities are evaluated along with the controls available to mitigate or minimize such risks. Based 
on these assessments, each department maintains a risk register for its risks, which is reviewed 
and updated on an ongoing basis.  Further, the Group identifies and maintains a list of Key Risk 
Indicators which are monitored on a monthly basis and reported to management and Board.

Heads of departments and functions throughout the Group are responsible for maintaining an 
acceptable level of internal control commensurate with the scale and nature of operations, and 
for identifying and assessing risks, designing controls and monitoring the effectiveness of these 
controls.  The ORMF helps managers to fulfil these responsibilities by defining a standard risk 
assessment methodology and providing a tool for the systematic reporting of operational loss 
data. Operational incidents are monitored on an ongoing basis through the Group’s operational 
risk management system, and the same are reported to management on a monthly basis and to the 
Board on a quarterly basis. Moreover, the operational incident reports are reviewed jointly by risk 
management and the respective department for root cause analysis and to introduce additional 
controls to minimize chances of similar incident recurring.

Operational functions of booking, recording and monitoring of transactions are performed by staff 
that are independent of the individuals initiating the transactions. Each business line, as well as 
support line is further responsible for employing the aforementioned framework processes and 
control programs to manage its operational risk within the guidelines established by the Group 
policy, and to develop internal procedures that comply with these policies. Operational risk is also 
managed through effective staff training and frequent review and enhancement of internal controls 
of the various activities of the Group. Further, the Group has in place the Business Continuity and 
Disaster Recovery Policy to ensure that the Group is prepared and has contingency plans in place in 
the event of a disaster so that business is minimally impacted in such situations. Further, the Group 
also maintains a well-established framework and policy for managing cyber security risks.

3�5  Risk in Pillar 2

a) Liquidity Risk 

Liquidity risk is defined as the risk to the Group’s earnings and capital arising from its inability to 
meet timely obligations as and when they come due without incurring unacceptable losses. The 
Group follows a conservative liquidity risk management strategy aligned with its business model. 
The strategy aims to address:

• Funding liquidity risk
• Market liquidity risk

The Group utilizes the liquidity management tools in line with Basel III and CBB guidelines on liquidity 
risk management. The Liquidity Coverage Ratio (“LCR”) addresses the sufficiency of a stock of 
high-quality liquid assets to meet short-term liquidity needs under specified scenarios. Under LCR, 
the objective is to ensure that Group maintains an adequate level of unencumbered, high quality 
assets that can be converted into cash to meet its liquidity needs, under specific prescribed cash 
inflows and outflows scenarios, for a 30-day time horizon.

The Net Stable Funding Ratio (“NSFR”) addresses longer-term structural liquidity mismatches. 
Under NSFR, the objective is to promote more medium and long-term funding of assets through 
the establishment of a minimum acceptable amount of stable funding over a one-year horizon. The 
Group maintains its liquidity standards with stable long-term and short-term liquidity ratios (NSFR, 
LCR, Liquidity Ratio etc.) above the regulatory limits.

The Group has in place a liquidity risk management framework comprising of liquidity and funding 
strategy, liquidity risk limits, procedures for monitoring and reporting liquidity risks, liquidity 
stress testing and contingency planning. The liquidity risk management framework is codified in 
the Group’s Liquidity Risk Management policy approved by the Board. Further, the Group performs 
an Internal Liquidity Adequacy Assessment Process (“ILAAP”) on an annual basis. The ILAAP report 
documents the overall liquidity assessment as well as the framework in place to monitor liquidity 
risks and the same is presented to the Board.

The Group performs periodic stress testing of its liquidity risk profile to assess its impact on capital 
and liquidity position.

b) Credit concentration risk

Credit Concentration Risk is the risk that the Group’s exposures are concentrated to a sector/
industry, geography, product, single party and customer groups, or countries which impact the 
Group’s capital position. It is the risk of exposure to a single counterparty and group of related 
counterparties, as well as the exposure to selected economic sectors that has the potential to 
produce losses large enough (relative to the Group’s size) to undermine the health of the Group. 
The existence of exposure concentration can lead to underestimation of Pillar 1 risks. The Group 
monitors counterparty, sector and geographic concentration risks and manages them through limits 
on the same. Regular reports are prepared and analysed to ensure that undesired concentrations 
are avoided.

Concentration risk is captured in the Group’s Pillar 2 capital framework which considers single-
name concentrations, geographical and industry concentrations in the credit portfolio and capital 
requirements to cover concentration risks are assessed. 
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Interest rate risk in the Banking book

Interest rate risk is the exposure of a Group›s financial condition to adverse movements in interest 
rates. Changes in Interest rates affect a Group›s earnings by changing its net Interest income and 
the level of other Interest-sensitive income and operating expenses. Changes in Interest rates also 
affect the underlying value of the Group›s assets, liabilities, and off-balance-sheet instruments 
because the present value of future cash flows changes when interest rates change.

The Group monitors the re-pricing gap and the market value of assets and liabilities as part of 
interest rate risk management and also assesses the impact of a shift in market interest rates on 
the expected net interest income of the Group as well as the impact on the Group’s economic value 
of Equity.

Reputational Risk

Reputational risk is the risk of losses resulting from adverse perceptions about the Group, its brand 
and relationship by its various stakeholders that is caused by a variety of internal and external factors. 
The Group has developed a reputational risk management framework that ensures reputational risk 
is managed and mitigated and the same is codified in the reputational risk management policy of 
the Group. 

Strategic Risk

Strategic risks refer to the risk that the Group would be exposed in the event of business strategy 
and plan not materializing. It is the risk to earnings and profitability arising from strategic decisions, 
changes in the business conditions and improper implementation of decisions. Thus, a strategic 
risk arises due to adopting wrong strategies and choices that can cause loss to the Group in the 
form of a reduction in shareholder value and loss of earnings.

The strategic risk is managed through monthly reviews of performance versus budgeted performance 
and periodic reviews of the Group’s performance and alignment with the strategic plan.

4� Regulatory capital requirements and the capital base

4�1   Capital base

Common equity tier 1 (“CET 1”) comprises of share capital, statutory reserve, retained earnings, 
other reserves (proposed dividend) and unrealized gains or losses arising on the measurement to 
fair value of investment securities adjusted with regulatory adjustment for intangible assets. 

Tier II capital includes provision for expected credit loss (“ECL”) on stage 1 and 2 exposures.

The Group does not maintain any additional-Tier 1 (AT1) capital. 

The Group’s issued and paid up capital amounted to US$ 250 million as at 31 December 2024, 
comprising of 5 million equity shares of US$ 50 each.

4�1     Capital base (continued)

The regulatory capital base is set out in the table below: 
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4�2   Regulatory capital requirements

For regulatory reporting purposes, the Group calculates the capital requirements as follows:

Credit Risk

Credit risk capital requirements are based on the standardized approach. Under the standardized 
approach, on and off-balance sheet credit exposures are assigned to exposure categories based 
on the type of counterparty or underlying exposure. The exposure categories are referred to in the 
CBB’s Basel III capital adequacy framework as standard portfolios. The primary standard portfolios 
are claims on sovereigns, claims on banks and claims on corporates. Following the assignment 
of exposures to the relevant standard portfolios, the RWAs are derived based on prescribed risk-
weightings. Under the standardized approach, the risk weightings are provided by the CBB and 
are determined based on the counterparty’s external credit rating. The external credit ratings 
are derived from eligible external rating agencies approved by the CBB. The Group uses ratings 
assigned by Standard & Poor’s, Moody’s and Fitch. 

Market Risk

The Group uses a Standardized approach to calculate the regulatory capital requirements relating 
to market risk.

Operational Risk

The capital requirement for operational risk is calculated in accordance with the basic indicator 
approach. Under this approach, the Group’s average gross income over the preceding three 
financial years is multiplied by alpha coefficient of 15% as prescribed in the CBB’s Basel III capital 
adequacy framework.

4�2  Regulatory capital requirements (continued)

Capital adequacy ratio calculation:

The Group’s consolidated capital adequacy ratio of 38.87% is well above the minimum regulatory 
requirement of 12.50%.

5�  Credit Risk-Pillar 3 disclosures

This section describes the Group’s exposure to credit risk and provides detailed disclosures on credit 
risk in accordance with the CBB’s Basel III framework in relation to Pillar 3 disclosure requirements.

5.1 Definition of exposure classes per Standard Portfolio

The Group has a diversified on and off-balance sheet credit portfolio, the exposures of which are 
divided into the counterparty exposure classes defined by the CBB’s Basel III capital adequacy 
framework for the standardized approach for credit risk. A high-level description of the counterparty 
exposure classes and the risk weights used to derive the risk weighted assets are as follows: 

a) Claims on Sovereigns 

These pertain to exposures to governments and their respective central banks. Claims on Bahrain 
and GCC governments are risk weighted at 0%. Foreign currency claims on other sovereign exposures 
are risk-weighted based on their external credit ratings or if unrated at 100%. 

b) Claims on Public Sector Entities (“PSEs”) 

PSEs are risk-weighted according to their external ratings with the exception of Bahrain PSEs, and 
domestic currency claims on other PSEs which are assigned a 0% risk weight by their respective 
country regulator.

c) Claims on Banks 

Claims on Banks are risk weighted based on the ratings assigned to them by external rating 
agencies. However, short term claims on locally incorporated banks maturing within three months 
and denominated in Bahraini Dinars or US Dollars are risk weighted at 20%. Other claims on banks, 
which are in foreign currency, are risk weighted based on their external credit ratings or if unrated 
at 50%. 

d) Claims on Corporate and Investment firms *

Claims on corporate portfolio are risk weighted based on external credit ratings and are assigned a 
risk weight of 100% for unrated corporate portfolio.

e) Equity/Fund portfolio

Investments in listed equities and funds are risk weighted at 100% whereas investments in unlisted 
equities and funds are risk weighted at 150%.

f) Other exposures

These include cash risk weighted at 0%, investment property risk weighted at 200% and other assets 
risk weighted at 100%.

g) Past Due 

Past due exposures include loans and advances of which interest or repayment of principal are due 
for more than 90 days; past due exposures, net of specific provisions is risk weighted as follows:

(a)  150% risk weight, when specific provisions are less than 20% of the outstanding amount. 
(b) 100% risk weight, when specific provisions are greater than 20% of the outstanding amount.

* Unless exempted by CBB, any exposure exceeding 15% of total capital are risk weighted at 800%�
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5�2   Credit exposure and risk weighted assets

*Balances are gross of stage 1 and 2 ECL�

**Net credit risk exposures for Claims on Banks after mitigant amounted to US$ 902,498 thousand 
and Claims on Corporate and Investment Firms amounted to US$ 72,437 thousand� None of other 
classes were subject to credit risk mitigation�

5�2 (a)� Gross credit exposure before credit risk mitigation

*Average monthly balance represents the average of the sum of twelve-month end balance for the 
year ended 31 December 2024�

5�3   Exposure by external credit rating 

The Group uses external credit ratings from Standard & Poor’s, Moody’s and Fitch, which are 
accredited External Credit Assessment Institutions. The Group assigns risk weights through the 
mapping process provided by CBB to the rating grades. 

The breakdown of the Group’s exposure into rated and unrated categories is as follows:

5�4   Geographical distribution of exposures 

Geographical distribution of exposures based on residence of the counterparties is summarized 
below:

| Page 146

Annual Report 2024

Page 147 |

Alubaf |



The geographical distribution of gross credit exposures by major type of credit exposures can be 
analysed as follows: 

The industry sector analysis of gross credit exposures by major types of credit exposures can be 
analysed as follows:

5�5   Industry sector analysis of exposures

5�7   Maturity analysis of unfunded exposures

5�6   Maturity analysis of funded exposures

Residual contractual maturities of the Group’s funded exposures are as follows: 

5�8   Off- Balance sheet exposures

i� Credit related contingent items

Credit related contingent items comprise letters of credit confirmations, acceptance and guarantees. 
For credit-related contingent items, the nominal value is converted to an exposure through the 
application of a credit conversion factor (“CCF”). The CCF factors range from 20 percent to 100 
percent depending on the type of contingent item, and is intended to convert off-balance sheet 
notional amounts into equivalent on-balance sheet exposures.

Credit commitments and unutilized approved credit facilities represent commitments that have not 
been drawn down or utilized. The notional amount provides the calculation base to which a CCF is 
applied for calculating the exposure at default. The CCF ranges between 0 percent and 100 percent 
depending on the approach, product type and whether the unutilized amounts are unconditionally 
cancellable or irrevocable. 

The notional principal amounts reported above are stated gross before applying credit risk 
mitigants, such as cash collateral, guarantees and counter-indemnities. 

At 31 December 2024, the Group held credit-related contingent items & commitment amounting to 
US$ 33.9 million.
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ii�  Derivatives and Foreign exchange instruments

Derivatives include futures, forwards, swaps and options in the interest rate and foreign exchange. 
The Group’s derivative and foreign exchange activities are predominantly short-term in nature. 

Derivatives and foreign exchanges exposures are exposed to market risk and settled on net basis. 
Due to currency movements or interest rate changes, the contract may result into net asset or 
liability. 

At 31 December 2024, the Group had entered into forward foreign exchange contracts amounting 
to notional of US$ 0.1 million.

5�9   Collateral 

The amount and type of collateral depends on an assignment of the credit risk, credit rating and 
market conditions of the counterparty. The types of collateral mainly include cash collaterals, 
residential and commercial real estate and securities for both funded and unfunded credit 
exposures, which is liquidated on maturity/expiry date. For capital adequacy ratio calculation 
purposes mainly cash collateral is considered as risk mitigant.

5�10   Impairment of assets

Based on IFRS 9 methodology, the Group records an allowance for expected losses for all loans and 
other debt type financial assets not held at FVTPL, together with letters of credit, loan commitments 
and financial guarantee contracts. The allowance is based on the ECL associated with the probability 
of default in the next twelve months unless there has been a significant increase in credit risk since 
origination, in which case, the allowance is based on the probability of default over the life of the 
asset.

iii� Movement in impairment provision including expected credit losses – Investment 

iv� Movement in impairment provision including expected credit losses – Other Financial Assets 
and Off-Balance sheet exposures

v. Specific provision for impaired assets by geography and sector (Stage 3):
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5�11   Renegotiated facilities

During the year ended 31 December 2024, an exposure amounting to US$ 32,181 thousand was 
renegotiated by the Group in collaboration with a consortium of banks, that is covered by a pool of 
assets as collateral.

As at 31 December 2024, the facility was classified in Stage 3 with a specific provision of US$ 19,163 
thousand, representing a coverage of 60%. Further, US$ 2,410 thousand of interest earnings were 
suspended during the year.

6� Market risk - Pillar 3 disclosures

For allocating capital to market risks, the Group uses the Standardized Measurement Method for the 
measurement of market risk and capital allocation based on net open position of foreign currencies 
as defined under the Capital Adequacy module of CBB Rulebook:

Currency risk arises from the movement of the rate of exchange over a period of time. The Group›s 
currency risk is mainly towards assets and liabilities denominated in Euro, as Bahrain Dinars and 
GCC Currencies (except Kuwaiti Dinars) are pegged to US Dollars. The Group manages this risk 
through net open position limits established for each currency and monitoring net open currency 
positions on a daily basis.

7� Operational risk- Pillar 3 disclosures

Whilst operational risk cannot be eliminated in its entirety, the Group endeavours to minimize 
it by ensuring that a strong control infrastructure is in place throughout the organization. The 
various procedures and processes used to manage operational risk include effective staff training, 
appropriate controls to safeguard assets and records, regular reconciliation of accounts and 
transactions, close monitoring of risk limits, segregation of duties, and financial management 
and reporting. In addition, other control strategies, including business continuity planning and 
insurance, are in place to complement the procedures, as applicable.

The Group has in place an ORMF to manage and control its operational risk in a cost-effective manner 
within targeted levels of operational risk consistent with the Group’s risk appetite. The ORMF 
defines minimum standards and processes, and the governance structure for the management of 
operational risk and internal controls. 

The Group adopted the Basic indicator approach in line with CBB regulation to compute total capital 
charge in respect of operational risk which amounted to US$ 7,130 thousand on operational risk 
weighted exposure of US$ 57,038 thousand. This operational risk weighted exposure is computed 
using the Basic indicator approach, where a fixed percentage (Alpha), which is 15% of the average 
previous of three years’ annual gross income (years with positive gross income are counted for 
computation of capital charge), is multiplied by 12.50 operational capital charge.

8� Pillar 2 Risk Disclosures

a) Credit concentration risk

Concentration risk is the credit risk stemming from not having a well-diversified credit portfolio, 
i.e. the risk inherent in doing business with large customers or being overexposed in particular 
industries or geographic regions. The Group has calculated the exposure concentration risk under 
Bank Pillar 2 capital framework using Herfindahl–Hirschman Index.

Under the CBB’s single obligor regulations, banks incorporated in Bahrain are required to obtain 
the CBB’s approval for any exposure to a single counterparty or group of connected counterparties 
exceeding 15% of the regulatory capital base.

As at 31 December 2024, the Group’s exposure in excess of 15% of the obligor limits to individual 

The Group has in place credit risk management policies as well as and monitoring tools to 
proactively assess exposure concentration risk. The Group has internal limits to monitor and control 
concentration in sectors, geography and counterparty. Regular reports are prepared and analysed 
to ensure that undesired concentrations are avoided.

b) Liquidity Risk

The Group maintains adequate liquid assets such as inter-bank placements, treasury bills and 
other readily marketable securities, to support its business and operations. The Group monitors 
the maturity profile of its assets and liabilities so that adequate liquidity is maintained at all times. 
The Group monitors the stability of its funding base on an ongoing basis by ensuring maintaining 
strong relationship with its key depositors. The Asset and Liability Committee (“ALCO”) reviews 
the liquidity gap profile and the liquidity stress testing results and addresses strategic issues 
concerning liquidity risk.

As of December 31, 2024, the Group’s NSFR stood at 178% and LCR is 408%. Refer Liquidity risk 
disclosures made under note 29 of consolidated financial statements for the year ended 31 December 
2024. In accordance with Liquidity Risk Management module of CBB, the Group computes the NSFR 
and LCR and maintain these ratios at levels greater than 100% respectively.  
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c� Interest rate risk in Banking Book

The Group is exposed to interest rate risk because of mismatches or gaps in the amounts of assets 
and liabilities and off-balance sheet instruments that mature or re-price in a given period. The Group 
manages this risk by matching the re-pricing of assets and liabilities and monitoring the interest 
rate repricing gap by buckets. The Group measures its interest rate sensitivity by measuring the 
earnings at risk and change in economic value of equity due to a 200-bps parallel shock in interest 
rates. The ALCO regularly reviews the interest rate gap and sensitivity profile and takes decisions to 
ensure stability of interest income stream over time.

The following table demonstrates the sensitivity to 200 basis points increase in interest rates, with 
all other variables held constant, of the Group’s Interim Consolidated Statement of Income for the 
year ended 31 December 2024:

9� Other disclosures:

Related Party transactions: 
Related parties represent shareholders, directors and key management personnel of the Group, 
and entities controlled, jointly controlled or significantly influenced by such parties. Pricing 
policies and terms of these transactions are approved by the Group›s management. The balances 
and transactions with the related parties are disclosed in note 27 of the consolidated financial 
statements for the year ended 31 December 2024.

Assets sold under recourse agreements: 
The Group did not enter into any recourse agreement during the year ended 31 December 2024.

Equity positions in the banking book: 
Nil

Leverage Ratio

d) Reputational Risk 

Group relies upon a reputation for integrity in order to maintain its existing business and to pursue 
its strategies for growth and new business. The Group has no risk appetite for reputational risk and 
a number of initiatives are dedicated to the avoidance of reputational damage, including controls 
relating to maintaining regulatory compliance, anti-money laundering controls and data security.

Group has prepared a scorecard to evaluate reputational risk score based on guidance provided 
by CBB and Group’s internal as well as external operating environment. The score derived from the 
scorecard is used to assess the capital requirements for reputational risk.

e) Strategic risk

Business / strategic risk primarily arises out of either wrong strategic direction and or wrong strategy/ 
business plan implementation that could have an adverse impact on the Group’s profitability 
and capital positions. The Group has various monitoring mechanism including Key Performance 
Indicator, Performance Reports etc. It monitors on a periodic basis to assess any deviation from the 
approved business plans that could impact the Group’s performance in terms of its profitability, 
asset growth, financial health etc. Further, strategic risk is managed through monthly reviews of 
performance versus budgeted performance and periodic reviews of the Group’s performance and 
alignment with the strategic plan.

The Group quantifies the strategic and business risk based on earning volatility approach, comparing 
the volatility in budgeted vs actual gross income and gross cost of the Group, over a period of last 
6 years. The earnings volatility is adjusted based on application of sustainability and contribution 
factors. The final adjusted volatility (value at risk) at a confidence level is annualized to estimate the 
Pillar 2 strategic risk capital

The details of interest rate sensitive assets and liabilities are as follows:
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