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Profile
Global Banking Corporation B.S.C. (c) (GBCORP) commenced operations in the Kingdom of 
Bahrain in June 2007, with an underlying commitment to provide Shari’a compliant investment 
banking services for high net worth individuals, institutional and government clients.

GBCORP pursues a dynamic business model, focusing on asset/wealth management, private 
equity, corporate finance advisory, structured finance and investment placement.

GBCORP’s shareholders and members of the Board are prominent personalities from leading 
business families within the region and together they bring a wealth of financial strength and 
expertise to the organization.

GBCORP’s strategy is aimed at capturing a meaningful share of the global Islamic banking 
market and leveraging on its regional expertise and experience to establish a strong presence, 
linking the region to international markets and actively facilitating global investment 
opportunities through partnerships for mutual development.

In a short span of four years, GBCORP has received global acknowledgments from industry 
leaders. GBCORP was honoured with the ‘Leader in Islamic Investments - 2010’ award during 
the Arab Investment Summit in Ras Al Khaimah, UAE. GBCORP was voted the ‘Best Islamic 
Bank in Bahrain’ in 2009 and ‘Best New Bank’ in 2008 by Islamic Finance News (IFN), Malaysia. 
GBCORP also received the ‘Best New Bank’ award from CPI Financial and the GCC Europe 
Expo Award for ‘Best Business Innovation of the Year’ in 2008.

Vision
GBCORP’s vision is to be a leading Investment Bank in the GCC with a global reach and the 
ability to merge international investment excellence with local expertise, with a commitment to 
deliver consistent returns to shareholders and investors alike.

Mission
Our mission is to create long-term profitable growth and superior return on investments for 
our shareholders, partners and investors. We envision being a leading Investment Bank providing 
banking services and operating to recognized and accepted international standards. We will invest 
in banking professionals of the highest calibre and will grow the business through international 
ventures which utilize the expertise of our investment bankers. GBCORP will achieve its 
financial goals based on sound judgement, objective advice and service excellence.



Board of Directors

1. Saleh Al Ali Al Rashed
Chairman (Non Executive)
Chairman of Nomination, Remuneration &  
Corporate Governance Committee

Mr Al Rashed is a member of one of the most esteemed business 
families in Saudi Arabia and is recognized as one of the most 
successful businessmen in the region. Mr Al Rashed has more than 
36 years of experience and has held many prestigious positions 
within financial institutions in the Middle East and Europe. He is 
currently the Chairman of National Amlak Investment Company 
and Trade Union Insurance Company. Mr Al Rashed is also the 
Chairman of Gulf Real Estate Development Companies, Oras 
Investment Company and Laurus Real Estate Company. He is a 
Board Member of Al Rayan Bank in Qatar.

2. Abdul Rahman Mohammed Al Jasmi
Vice Chairman & Managing Director (Executive)
Chairman of Executive Committee
Member of Nomination, Remuneration & Corporate Governance 
Committee

Mr Al Jasmi is a banking and finance professional with more than 
20 years experience in both commercial and investment banking. 
As the Vice Chairman and Managing Director of GBCORP,  
Mr Al Jasmi provides strategic direction to the Bank’s global 
investment initiatives across the MENA region, Europe and  
South Asia.

3. Salah Saleh Asheer
Director (Non Executive) 
Member of Executive Committee

Mr Asheer is the Chief Executive Officer in a number of Bahrain-
based privately held investment companies. Mr Asheer is an 
investment banker with more than 16 years of experience and 
has served as a Director of several local, regional and international 
subsidiaries that own and manage a diversified range of investments 
in the financial services industry, amongst others. Mr Asheer is 
a Certified Public Accountant and holds a Bachelor’s degree in 
Accounting.

1 32
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4. Talal Mohammed Al Mutawa
Director (Non Executive)
Member of Executive Committee

Mr Al Mutawa is the Managing Director and Chief Executive 
Officer of Manafae Investment in Kuwait, a shareholding company 
specialising in asset management and investment services. He has 
over 16 years of experience in the stock exchange markets and in 
the financial sector. He is recognized for setting high benchmarks 
on profitability, introducing new clients, setting up a framework in 
the local services department and training dealers to improve their 
technical skills. Prior to joining Manafae Investment, Mr Al Mutawa 
was the Manager of Trading and Portfolio Management in Kuwait 
Asset Management Company (KAMCO), which is a subsidiary of 
Kuwait Investment Project Company (KIPCO). He was responsible for 
several public subscriptions and private placements. Mr Al Mutawa 
holds a Bachelor’s degree in Business Administration. 

5. Khalid Abdulla Al-Ankary
Director (Non Executive and Independent) 
Chairman of Audit Committee

Mr Al-Ankary is the Chief Operating Officer and Deputy General 
Manager of Bathel Al Khair Establishment for Trading & Real Estate 
in Saudi Arabia. Mr Al-Ankary started his career in 1990, as Internal 
Auditor, in Saudi Industrial Development Fund (SIDF). In an illustrious 
career spanning more than 18 years, Mr Al-Ankary has gained 
in-depth experience across market sectors covering financial, oil and 
gas, manufacturing, retail, insurance, telecommunication and the 
hospitality industry. Prior to joining Bathel Al Khair Establishment, 
Mr Al-Ankary was the Internal Auditor in the Internal Audit Division 
of Samba Financial Group where he participated in various audits 
within the group, in addition to audits in Citibank Jordan and 
Citibank Spain. He has also attended several audit training courses 
organized by the Citibank group in New York and London. Mr 
Al-Ankary holds a Bachelor’s degree in Accounting from King Saud 
University in Saudi Arabia.

6. Fady Jan Bakhos

Director (Non Executive) 
Member of Audit Committee

Mr Bakhos is the General Counsel at the Special Projects Company 
in the State of Qatar. He has more than 16 years across-the-board 
experience in Islamic finance, hospitality, oil and gas, media and 
real estate development and extensive knowledge and experience in 
the origination and execution of a wide range of diversified cross-
border transactions for corporations and family offices across the 
Middle East, Europe and the U.S.

Mr Bakhos holds an MBA from the London Business School, a 
Masters (L.L.M) in International Legal Studies from the Georgetown 
University Law Centre, Washington D.C, and a D.E.S. post graduate 
degree in Private Law from St. Joseph University, Beirut.

7. Terry A. Newendorp
Director (Non Executive) 
Member of Audit Committee
Member of Nomination, Remuneration & Corporate Governance 
Committee

Mr Newendorp has more than 31 years experience in international 
capital project development, global financial structuring and project 
financing. He has extensive experience in structuring transactions 
for capital markets and private placements of debt and equity, 
particularly for major energy projects globally. In addition to his 
expertise in structuring commercial bank loans globally, he is an 
internationally recognized authority on bilateral and multilateral 
financing institutions, such as the U.S. Export-Import Bank, the 
World Bank Group, Asian Development Bank, Inter-American 
Development Bank (IADB), Japan Bank for International Cooperation 
(JBIC) and export credit agencies throughout Europe.
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1. His Eminence Sheikh 
Dr Mohammed Ali Elgari 
Chairman

Sheikh Dr Mohammed Ali Elgari is a Professor of Islamic 
Economics at King Abdulaziz University, Jeddah, Saudi 
Arabia and former Director of the Center for Research in 
Islamic Economics at the same university. He is an expert 
at the Islamic Jurisprudence Academy of the OIC and the 
Islamic Jurisprudence Academy of the Islamic World League 
and a member of the Shari’a Council of AAOIFI.

Sheikh Elgari is a member of the editorial board of several 
academic publications in the field of Islamic Finance and 
Jurisprudence including Journal of the Jurisprudence 
Academy (of the IWL), Journal of Islamic Economic Studies 
(IDB), Journal of Islamic Economic (IAIE, London) and the 
advisory board of Harvard Series in Islamic Law, Harvard 
Law School. 

2. His Eminence Sheikh 
Nizam Mohammed Yaquby 
Member

Sheikh Nizam Mohammed Yaquby is an internationally 
acclaimed Shari’a scholar in the Islamic banking industry. 
He has a background in both traditional Islamic sciences 
with senior scholars from different parts of the Muslim 
world and also a Master’s degree in Economics from McGill 
University in Canada. 

Sheikh Nizam has taught Islamic subjects in Bahrain and 
lectured all over the world. He is a member of many 
International Boards including the Shari’a Council of 
AAOIFI, Dow Jones Islamic Index, Central Bank of Bahrain 
Shari’a Committee and IIFM Shari’a Council. 

Sheikh Nizam has edited several Arabic manuscripts and 
has more than 500 audio-visual lectures and lessons in 
both Arabic and English.

3. His Eminence Sheikh 
Osama Mohammed Bahar 
Member

Sheikh Osama Mohammed Bahar is a recognized 
Shari’a scholar in Islamic banking and financing. He has 
extensive experience in the structuring of financial and 
Islamic products and Islamic contracts, in addition to his 
contributions to a number of research papers on Islamic 
finance and banking.

Sheikh Osama Bahar holds a Bachelor’s degree from Prince 
Abdul Qader University for Islamic Studies in Algeria and he 
has a Master’s degree in Islamic Economy from Al Awzai 
University. He is also a member of many Shari’a Supervisory 
Boards.

1 2 3
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The total assets of the Islamic financial system have 
surpassed $1 trillion, a fivefold increase over their 

magnitude just five years ago. Islamic finance is now 
among the fastest growing financial segments in the 

world, with an estimated annual growth of 20%.
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Saleh Al Ali Al Rashed
Chairman

GBCORP has established an important 
foothold in emerging markets and 
new sectors such as healthcare, retail 
and hospitality, which offer substantial 
opportunities for growth, complement 
and diversify our existing investment 
portfolio and set the stage for 2011.
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In the name of Allah, the Beneficent, 
the Merciful, Prayers and Peace upon the 
Last Apostle and Messenger, Our Prophet 
Muhammad.

On behalf of GBCORP’s Board of Directors, I am pleased to 
present the Board of Directors’ Report for the financial year 
ended 31 December, 2010.

Our heightened conservative approach and risk mitigation 
measures, adopted in the latter part of 2008 in the wake 
of the global economic crunch, have paid off. Though we 
remain vigilant, we are back on track, pursuing new market 
opportunities in order to re-establish growth, as reflected in 
the size of funds under management.

In 2010, our revised strategy was put into action 
through a series of measures, focusing on core areas of 
corporate finance, private equity, energy, asset and wealth 
management and investment placement, advisory services 
and establishing a recurring income base, all of which have 
contributed to enhance the utilization and productivity of 
GBCORP’s human capital.

During the past year, GBCORP has established an important 
foothold in emerging markets and new sectors such as 
healthcare, retail and hospitality, which offer substantial 
opportunities for growth, complement and diversify our 
existing investment portfolio and set the stage for 2011.

During 2010, GBCORP also significantly cut operating 
overheads by limiting costs through prudent financial 
management, effective rationalization, cost cutting 
measures and rigorous expense management policies.

Our total operating income for the financial year ended 31 
December, 2010 amounted to USD 5.9 million. GBCORP has 
managed to reduce its operating expenses by 18% from 
USD 23.7 million to USD 19.4 million, as compared to last 
year. The market is still feeling the aftershocks of the decline 
in the real estate sector and the resultant provisions were 
high during the year 2010. Accordingly, GBCORP has made 
ample impairment provisions of USD 19 million (2009: USD 
4.5 million), resulting in an overall loss of USD 32.5 million 
for the fiscal year 2010. Our total assets stand at USD 181.4 
million as compared to USD 197.7 million in 2009. During 
this same period, our total liabilities have decreased from 
USD 36.1 million in 2009 to USD 26.1 million in 2010.

The implementation of these combined measures, as well 
as their positive impact, have further strengthened the 
Board’s belief that GBCORP’s management is taking the 

necessary steps to steer GBCORP in the direction of growth, 
sustainability and ultimately, profit.

The Board of Directors view past, present and future 
challenges as reality checks that force us to be driven to 
turn these challenges into opportunities. The Board of 
Directors is confident that we will grow stronger and be 
better equipped to emerge as one of the most successful 
Islamic investment banks in Bahrain.

The Board of Directors would therefore like to take this 
opportunity to express its sincere appreciation to our 
shareholders, our clients and our strategic partners for 
confidently supporting us during this period of uncertainty. 
Their continued trust and faith in our management and 
staff has been a decisive factor in helping us to not only 
survive but take full advantage of the fluctuating market 
conditions.

The Board of Directors would also like to express its 
appreciation for the work carried out by GBCORP’s 
Shari’a Supervisory Board and the region’s regulatory and 
supervisory authorities, especially the Central Bank of 
Bahrain, for their continued support. With Islamic banking 
taking hold faster than ever, a continued sound regulatory 
framework and guidance are essential to the sector and the 
Board of Directors feels the region is heading in the right 
direction.

The Board of Directors believes that, whilst there is still 
some evidence of turbulence in the financial world and the 
market continues to present its challenges, our outlook 
for the year ahead is full of promise. By adopting strategic 
measures, coupled with a clearer cost structure, a profitable 
year is anticipated for 2011.

The Board of Directors maintains its confidence in the ability 
of GBCORP’s management to continue to develop strategic 
initiatives to retain investor confidence and take necessary 
measures to develop and sustain growth in the challenging 
months ahead. 

Saleh Al Ali Al Rashed
Chairman
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Abdul Rahman Mohammed Al Jasmi 
Vice Chairman and Managing Director

Although GBCORP originally 
focused on real estate infrastructure 
deals, the shift in strategy to diversify 
the Bank’s portfolio and revenue 
stream has culminated in decreasing 
risks, thus setting the stage for stable, 
yield-recurring income.
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Proactive planning and decisive measures, 
coupled with realistic expectations, have yielded 
a stronger 2010 and enabled our institution to 
withstand the test of the remnants of the global 
economic fallout. Although our overall loss for 
the fiscal year 2010 was USD 32.5 million, we 
have emerged on solid ground, having gained 
valuable experience that we will employ to 
mitigate future risks. Measures adopted earlier 
have paid off and the Bank has emerged healthier 
and better positioned for the years ahead.

During 2010, the GBCORP team also made a series of 
significant accomplishments, further boosting the Bank’s 
growth and revenue generation as we move forward.

Diyafa Holding, leveraging on opportunities in the 
hospitality, food and beverage, retail and business service 
sectors, has already implemented major decisions, investing 
in leading industry brand names in the fast growing food 
and beverage and business services sectors.

Global Energy Financial Services Company (GEFSCO), a 
subsidiary of GBCORP, was established as an energy advisory 
company. As the global demand for energy is expected to 
grow 40% by 2030, GEFSCO is well positioned to open up 
new investment opportunities for GBCORP.

Another GBCORP JV, Global Real Estate Development 
Company (GREDCO), provides a portfolio of specialized, 
integrated services in the real estate development sector 
for local markets. Initially, GREDCO commenced operations 
by providing services to Marsa Al Seef Project, in line with 
its strategy of focusing on the GCC and the MENA region. 
GREDCO will also work towards realizing its international 
aspirations, by progressively building its presence in certain 
selected countries.

More importantly, we aligned the Bank’s processes and 
human capital, taking proactive steps towards directly 
revamping core areas such as corporate finance, private 
equity, energy, asset and wealth management, investment 
placement and advisory services, in order to improve 
utilization and productivity of human capital.

A silver lining of the past few years’ economic instability has 
been the exercise we undertook to rationalize costs, along 
with measures necessary to implement related changes, 
while being mindful of the Bank’s performance.

Although GBCORP originally focused on real estate 
infrastructure deals, the shift in strategy to diversify the 
Bank’s portfolio and revenue stream has culminated in 
decreasing risks, thus setting the stage for a stable, yield-
recurring income.

Consistent with GBCORP’s mission has been our ability to 
play home to solid professionals forming the foundation of 
our human capital. It is during tougher times when such 
a team has the opportunity to shine by staying abreast of 
developments, being sensitive to risk and taking necessary 
mitigation measures.

While others devoted much of their attention to managing 
the current crisis, we at GBCORP are canvassing the region 
for tomorrow’s growth opportunities, which we see 
emerging, as the world rids itself of the last bastions of ill-
managed financial deals.

I wish to reiterate our conservative approach and risk 
mitigation strategy, both of which aspire to meet 
shareholder expectations. 

I am confident that our revised business strategy to stay clear 
of unstable markets and sectors is the best course to chart 
and I look forward to a healthy 2011.

Abdul Rahman Mohammed Al Jasmi
Vice Chairman & Managing Director
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A strong competitive advantage of GBCORP is its 
ability to source transactions, not only in the GCC 
but to transcend geographic boundaries, offering 
investors and clients the ability to diversify their 

investment opportunities.
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Although the global economic crisis  
loomed longer than anticipated, signs of 
recovery emerged in numerous sectors and 

across continents in 2010, cautiously paving the  
way for 2011, which indicators forecast will be a 
positive growth year.

Having adopted a new business strategy, aimed at opening 
up new investment channels, GBCORP’s greatest challenge 
will be to unearth opportunities which meet new investment 
criteria, designed to further diversify the Bank’s portfolios, 
service offerings and sector focus. The Bank will also be 
paying closer attention to off-market and middle market 
deals and transactions, which are packaged to yield 
superior, risk-adjusted returns for our investors.

Solidifying the GBCORP Team

One of the facets of GBCORP’s revised strategy calls for 
greater attention to the Bank’s human capital in order 
to solidify a team equipped with the expertise needed to 
better plan and manage the Bank on the one hand, while 
leveraging the level of client service on the other. Experience 
shows that closer contact with our clients enables the Bank 
to achieve its investment objectives.

New Horizons

The global economic crisis has had a bright side; GBCORP 
emerged better versed in Risk Mitigation and more 
diversified in its portfolios.

GBCORP is pursuing new channels designed to widen 
the scope of investment sectors, focusing on asset and 
wealth management, private equity, corporate finance and 
advisory, structured finance and investment placement and 
advisory services.

GBCORP will continue to leverage on its regional expertise 
and experience to establish a global presence, link the 
region to global markets and actively facilitate global 
investment opportunities through partnerships for mutual 
development. 

The Way Forward

GBCORP’s Shari’a-compliant nature has placed the Bank 
at the heart of the world’s fastest growing segment in the 
financial industry. While estimates vary on the future size of 
Shari’a-compliant banking, the segment undoubtedly enjoys 
world-wide appeal. As a leading Islamic investment bank, 
GBCORP aims to be at the forefront in shaping growing 
collaboration between Shari’a-compliant and conventional 
financial institutions. A strong competitive advantage of 
GBCORP is its ability to source transactions, not only in the 
GCC but transcending geographic boundaries, offering 
investors and clients the ability to diversify their investment 
opportunities.

Executive Management Review



Having adopted a new business strategy, GBCORP 
is now focused on strengthening its human capital 
and building an institution that is respected and 

acknowledged for its professionalism, ethical 
practices, global thinking and ability to generate 

value for all stakeholders.
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1. Abdul Rahman Mohammed Al Jasmi
Vice Chairman and Managing Director

Mr Al Jasmi is a banking and finance professional with more than 
20 years of experience in both commercial and investment banking. 
As the Vice Chairman and Managing Director of GBCORP,  
Mr Al Jasmi provides strategic direction to GBCORP’s global 
investment initiatives across the MENA region, Europe and  
South Asia.

He is Chairman of Global Real Estate Development Company 
(GREDCO), Global Energy Financial Services Company (GEFSCO) and 
Marsa Al Seef Real Estate Development Company. He has also been 
instrumental in the creation of a sound Islamic banking platform in 
the GCC.

2. Ahmed Mohammed Al Khan
Head of Investment Banking

Mr Al Khan is an investment banking expert with over 13 years 
of experience in the financial services industry. Mr Al Khan 
is responsible for GBCORP’s strategic investment operations, 
structuring investment deals in diverse sectors across global 
markets. Mr Al Khan is a member of the Board of Directors of 
Global Real Estate Development Company (GREDCO) and Global 
Energy Financial Services Company (GEFSCO).

3. A.Monaim Mohammed Al Bastaki
Chief Operating Officer	

Mr Al Bastaki is a member of the executive, strategic, human 
resources, planning, investment and financial committees and 
Chairman of Diyafa Holding and a Board member of Global Real 
Estate Development Company (GREDCO). He has more than 25 
years of experience in the financial services industry. Prior to joining 
GBCORP, Mr Al Bastaki was the Head of the International Banking 
Division at a leading Islamic financial institution in the UAE.

1 2 3
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4. Ahmed Hassan Aamer
Head of Operations

Mr Aamer’s responsibilities include managing operation activities 
and treasury. 

Mr Aamer has over 31 years of experience in banking and 
previously worked at Citibank. He has in-depth experience in 
banking products with specific expertise in the areas of accounting 
and risk associated to these products.

5. Dr Raid Eid Al-Zude
Head of Legal Department 

Dr AI-Zude is Head of the Legal Department and the Corporate 
Secretary. 

Dr AI-Zude is responsible for providing legal counsel in the 
structuring and execution of transactions, developing and 
maintaining the organization’s legal framework and coordinating 
external legal support, focusing on the Legal Department’s 
strategies and operations. He is also the focal point of 
communication to the Board of Directors, senior management 
and shareholders, providing legal advice to the Board of Directors, 
GBCORP, senior management and shareholders in Corporate 
Governance principles, practices and compliance to regulations.

Dr AI-Zude has a PhD in Commercial Law from Bristol University, 
UK, a Master’s degree in Commercial Law from Aberdeen 
University, Scotland, and a Bachelor’s degree in law from the 
University of Jordan.

6. Khalid Ahmed Al Jaber
Head of Compliance	

Mr AI Jaber is responsible for the daily operations of the compliance 
function to ensure full compliance with the Central Bank of 
Bahrain’s Laws and Regulations. 

Mr Al Jaber has more than 25 years of experience in his field 
and was the head of the Compliance Directorate in the Central 
Bank of Bahrain before joining GBCORP. He is currently working 
on his Executive MBA from the University of Bahrain and has a 
Bachelor’s degree in Business Administration from North Texas State 
University in Marketing and Management. He was a member of the 
Association of Certified Anti-Money Laundering Specialists.

7. Nabeel Rabea Mohammed
Head of Human Resources	

Mr Rabea is responsible for the organization development, 
communications, performance management and training programs, 
payroll, salaries and benefits, team building and employee relations.

Mr Rabea holds a Bachelor of Business Administration degree in 
Accounting. He has more than 20 years experience in his field in 
accounting and auditing and was a Director of Human Resources 
and Finance Affairs Directorate in the Ministry of Commerce and 
Industry.

4 65 7
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8. Muhammad Taimoor Chaudhary
Financial Controller

Mr Chaudhary is a qualified and experienced professional with 16 
years of experience. He previously worked at Kuwait Finance House, 
AlBaraka Islamic Bank and Ernst & Young in Bahrain and Pakistan. 
He has vast experience in Financial Management, Accounting, 
Management Advisory, Risk Management, Corporate Governance, 
Basel II, External and Internal Audits.

He is a Chartered Accountant who holds a Bachelor’s degree in 
Science and obtained various other certifications which include 
Certified Internal Auditor (USA), Certified Islamic Professional 
Accountant (Bahrain), Certified Fraud Examiner (USA), and Certified 
Basel II professional. He is member of various management 
committees and is a Board member of one of the subsidiaries of 
the Bank.

9. Arshad Abdulla
Head of Information Technology		

Mr Abdulla has over 15 years of experience in the IT industry, 
providing consultancy and solutions to blue chip clients in the 
Middle East region. In his capacity as Head of IT, Mr Abdulla 
designed and managed complete IT and Communications strategies 
to create the smart enterprise, with highly secure and reliable ICT 
infrastructure, to enhance efficiency, improve employee productivity 
and reduce operating costs within the organization.

10. Laeeq Ahmad Hussain
Head of Internal Audit	

Mr Hussain is a qualified and experienced audit professional 
with over 16 years of experience in internal audit, risk advisory, 
assurance and regulatory compliance. He holds a solid track 
record of working with C-suites to build and enhance corporate 
governance frameworks, enterprise risk management and internal 
audit capabilities for banks and financial institutions. Mr Hussain 
began his career with PricewaterhouseCoopers as an External 
Auditor. Prior to joining GBCORP in April 2010, he worked in the 
Risk Advisory group of Ernst & Young in Bahrain. 

During his three years at Ernst & Young, he focused on providing 
internal audit and risk advisory services to investment banks, 
retail Islamic and conventional banks and investment firms. He 
also worked for seven years with AlBaraka Islamic Bank Pakistan, 
as Chief Compliance Officer. He holds a Bachelor’s degree in 
Commerce and is a Certified Internal Auditor from USA and 
Certified Financial Consultant from Canada.

8 109
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GBCORP will provide investors with middle 
ticket, off-market opportunities that are packaged 

to yield superior, risk-adjusted returns.
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1. Investment Strategy

2010 was a year of introspection, followed by 
consolidation - of resources, business activities 

and planning. Today, with GBCORP’s leaner and stronger 
operations, coupled with a carefully reconstructed economic 
shock-resilient business model, the bank is ideally positioned 
for a long-term sustainable flourish.

In 2011, GBCORP will distinguish itself from its competitors 
by offering non-real estate, global deals and transactions 
to investors. The bank will target and offer middle ticket, 
off-market transactions in defensive sectors, packaged to 
yield superior, risk-adjusted returns for our investors. Our 
offering will not only provide investors with much needed 
portfolio diversification options but will also allow us to 
simultaneously enter and compete on a global scale.

2. Private Equity

GBCORP believes that the long-term outlook, for strong and 
patient private equity players, will reap substantial rewards, 
despite current global and regional challenges and side-ways 
market movements. The bank will target deeply discounted 
businesses globally and will hedge against further value 
erosion, by primarily considering defensive sector businesses 
that yield stable and predictable cash flow. As a secondary 
focus and for diversification purposes, GBCORP will also 
consider opportunistic investments in other sectors with 
different parameter sets. To ensure that businesses and 
business balance sheets adhere to Shari’a, GBCORP will, by 
default, look for buyout or board representation as well as 
co-investment opportunities.

Indicative private equity sectors of primary interest include 
healthcare, food and beverages, agriculture, retail, 
infrastructure, telecom, financial/business services, education 
and real estate. Indicative regional/country focus will be the 
GCC, US, UK, South America, China and the Far East.

3. Asset Management

Given the liquidity enjoyed by the region, the GCC asset 
management industry offers high growth potential and 
presents an opportunity for significant development and 
innovation. Along with a ready client base of strategic 
shareholders and high net worth individuals, GBCORP will, 
amongst others, structure products for Islamic banks, private 
offices, investment companies, sovereign authorities, Takaful 
operators and pension funds.

GBCORP will seek to provide competitive, long-term 
performance, taking advantage of opportunities as they 
arise, while minimizing risk to clients through prudent 
diversification. Our objective is to achieve excess returns 
for our clients over relevant benchmarks, utilizing security 
selection and industry selection techniques. We will be 
dedicated to fundamental analysis and our selection of 
investments will be firmly underpinned by valuation studies. 
Investment choices will be made after a thorough macro 
analysis of global and regional economic trends, industry 
developments, market fundamentals and valuation. 

GBCORP has identified a suite of products that are expected 
to meet the needs of various regional clients. These funds 
include regional and Islamic mutual funds, multi-asset 
class portfolios, discretionary portfolios and single market 
investment portfolios.

 

4. Advisory Services in Corporate Finance and 
Capital Markets

The GBCORP team provides advisory, origination, 
structuring, execution and distribution services to clients, 
so that they can access markets and effectively diversify 
their sources of funding. GBCORP partners with expanding 
institutions to fuel their growth plans, by identifying capital 
requirements, structuring the appropriate equity and debt 
raising packages and managing the issuance and placement 
process. 



With its wide distribution network, GBCORP is well 
equipped to ensure a successful placement of a 
client’s offering. GBCORP’s capital markets services are 
comprehensive and include acting as financial advisors, 
placement agents, underwriters and managers of equity/
debt transactions to various private and public placements. 
We only enter into a transaction after a thorough internal 
due diligence of the promoter/issuer, underlying asset/
instrument rating and our appetite at the time.

The corporate finance advisory team will work closely with 
clients to assist and advise them in all aspects of business 
valuations, M&A advisory, offering documentation, feasibility 
studies, financial modeling, due diligence, divestitures and 
privatizations.

The team will offer growing institutions, including start-
ups, advisory services on effective management of their 
capital structures, assisting them to obtain the financial tools 
required to optimize individual funding structures (equity 
and debt), to maximize shareholder value and the funding 
of growth. The corporate finance team will also be involved 
in project financing mandates for mid-tier projects and 
syndicated finance.

Indicative target advisory sectors include healthcare, food 
and beverage, transport, communications, energy, financial 
services, tourism, real estate and construction.
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GBCORP has more than USD 500 million funds 
under management and is focused on investing in 
recession proof sectors which generate regular cash 
yields, offer greater resilience and are not subject to 

fluctuation in pricing.
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Project: 
Marsa Al Seef

Location:
Kingdom of 
Bahrain

Marsa Al Seef is conceptualized as the ultimate 
maritime lifestyle destination, a waterfront 
residential leisure city and one of the most 
exclusive waterfront developments in the 
Kingdom of Bahrain and in the Middle East. 

The proposed development will be a self contained waterfront city with extensive 
residential and leisure components and complementary commercial opportunities. 
Marsa Al Seef, located on the northern coast of the Kingdom of Bahrain, will cover 
almost 26 million square feet. Reclamation work on the project is currently underway, 
with infrastructure development set to begin in a phased manner.

Highlights

•	 The US$2.5 billion development will be a unique mixed use, waterfront city 
designed with an emphasis on exclusive lifestyle. 

•	 The northern coast of Bahrain which meets a beautiful, tranquil sea, is a focus for 
major developments of superior quality. Marsa Al Seef will be the nation’s most 
prominent, sophisticated new city, a city that stands tall among the world’s best.

• 	The project’s strategic location with close proximity and easy access to business 
districts, the Bahrain International Airport and the Saudi Causeway, provides swift, 
efficient access for its residents and visitors.

GBCORP is the fund manager and financial advisor of the project and GREDCO is the 
project development manager.
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The Makkah Hills project is GBCORP’s 
pioneering real estate development project 
within the Emirate of Holy Makkah,  
Saudi Arabia.

The project comprises state-of-the-art commercial, residential and mixed-use 
development areas, while maintaining its individuality and distinguishing itself with 
themed designs and unique features. Makkah Hills is one of the first projects of its 
kind to be developed in the Emirate of Holy Makkah.

The Makkah Hills project is set to benefit greatly from the Saudi Government’s decision 
to implement a railway project, linking the holy cities of Makkah and Madinah via 
Jeddah. The Haramain High Speed Rail [HHR] will be a high-speed electrified passenger 
line, primarily designed to provide a fast, comfortable, reliable and safe mode of 
transport. 

The Makkah Hills project is located on the highway between Jeddah and Makkah, only 
6 km from the Holy Mosque (Al Masjid Al Haram) and positioned between the third 
and proposed fourth ring road. The proposed location of the Makkah Central Railway 
Station, near the third ring road, will greatly improve access to the holy cities for 
pilgrims arriving from Jeddah. 

The recent initiatives to expand the North and Northwestern courtyards of Al Masjid 
Al Haram in Makkah are dramatically increasing real estate prices in the central area 
of the Holy City. The volume of the real estate market around Al Masjid Al Haram in 
Makkah is projected to cross SR1.5 trillion during this year, registering a 50 percent 
surge compared to last year.

Project: 
Makkah Hills

Location:
Kingdom of 
Saudi Arabia
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The Investment Placement team has focused 
its efforts on keeping investors updated on the 

performance of their investments and interacting 
with them to understand their investment needs 

and identify new investment opportunities.
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Wealth Management and Investment 
Placement

GBCORP’s Wealth Management team has developed 
a robust and rewarding relationship with institutional 
investors and high net worth individuals in the GCC and 
forged strategic business alliances with leading financial 
institutions in the Middle East, Europe and Asia.

The on-going economic crisis has reinforced the added 
importance of highly professional wealth management 
services. At GBCORP, our investment professionals closely 
monitor global financial markets and have the expertise 
and experience to effectively structure and continuously 
supervise diverse and intricate financial plans for clients.

Providing proactive advisory services, GBCORP’s Wealth 
Management team is committed to the highest standards 
of personal integrity and professional ethics, combining 
international experience with local knowledge to provide 
the Bank’s clients with innovative and attractive investment 
opportunities that match their return on investment 
objectives and risk profiles.

GBCORP’s Wealth Management team has, in a short period 
of time, developed the expertise and the experience, 
working together with professional investment advisors, 
to provide clients with in-depth investment advice, both 
in protecting and safeguarding their assets, as well as 
providing the right infrastructure to service their accounts.

 

Investment Placement

2010 has been a year of investment consolidation through 
promoting investor relations and building on strategic 
investment initiatives and targeting new market sectors. 
The Investment Placement team has focused its efforts on 
keeping investors updated on the performance of their 
investments and interacting with them to understand 
their investment needs and identify potential investment 
opportunities.

The Investment Placement team remains committed to 
safeguarding the interests of investors from inception to the 
exit of each individual project.



Operations 

The most important differentiator that 
distinguishes GBCORP from other 

investment banks is its people. The Bank’s 
experienced Board of Directors and senior 
management professionals bring a wealth of 
banking and finance expertise at the regional and 
international level, with the professionalism and 
strategic thinking to leverage on the growing global 
demand for Shari’a-compliant investment banking 
services.

The GBCORP team is characterised by its unique ability 
to merge international investment excellence with local 
expertise, and underlying commitment to deliver consistent 
returns to shareholders and investors. The team is supported 
by a corporate culture that places the highest value on 
leadership, professionalism, integrity and honesty while 
recognising and rewarding performance.

GBCORP has put in place an organisational structure that 
divides activities into two key areas supported by relevant 
policies, processes and procedures. Corporate activities 
comprise strategic planning, Internal Audit, Compliance, 
Risk Management. Support functions include Human 
Resources, Information Technology, Administration, 
Operations, Financial Control and Treasury.

Over the years, GBCORP has been successful in recruiting 
a number of high calibre banking professionals to fill key 
positions. Attracting, developing and retaining the best 
people in the business remains a top priority of the Bank. 
Above all else, it is the Bank’s human capital that will enable 
GBCORP to achieve its challenging vision, mission and 
ensure business success.

Information Technology

GBCORP IT Department continues to provide 
application development and support services to 
the front and back office departments, in order to 
support the business strategy of the bank.

In 2010, GBCORP IT Department continued its primary 
function of providing infrastructure support and application 
development services to the business units of the Bank.

Additionally, keeping in line with the management’s vision 
to promote corporate governance within the bank, an 
enterprise wide Operational Risk Management system was 
implemented. Furthermore, in order to provide greater 
levels of service and transparency to investors, development 
of an Investor Portal was initiated, which will allow our 
valued clients to have anytime-anywhere access to their 
information. Alongside these initiatives, several smaller 
developments to automate internal processes were deployed 
on the corporate intranet.

In Q4 of 2010, the IT Department has embarked on a major 
project to upgrade the entire IT infrastructure using latest 
virtualisation and storage technology. Key applications and 
services are being upgraded to their latest versions and 
application data will be consolidated into a state of the art 
data storage device which will enhance our capability for 
restoration and synchronisation with Disaster Recovery Sites. 
Deployment of a second firewall and security penetration 
testing are part of this project to further fortify our IT 
network and systems.

Other key achievements of the year include the full 
commissioning of 2 Disaster Recovery Sites - one local and 
one international - with both sites synchronising data in real 
time with the Bank’s primary datacentre. 
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Risk Management, Compliance and  
Anti-Money Laundering

Risk Management

GBCORP pursues a holistic approach for 
the management of various risks with the 

objective of increasing economic and shareholder 
value and in support of management and 
governance objectives, keeping investors’ interests 
paramount.

The Bank is strongly positioned to source and leverage on 
opportunities, in new and emerging markets across the 
globe, with greater emphasis on improved and effective 
governance, stringent risk mitigation and compliance 
controls.

GBCORP’s risk management parameters cover all applicable 
risks including, but not limited to, the following:
•	 Credit & Investment Risk
•	 Strategic Risk
•	 Liquidity Risk
•	 Operational Risk
•	 Regulatory and Shari’a Compliance Risk
•	 Concentration Risk
•	 Reputational Risk
•	 Market Risk
•	 Fiduciary Risk
•	 Political and Country Risk

GBCORP strictly adheres to the regulatory guidelines issued 
by the Central Bank of Bahrain and other applicable laws 
and regulations. Shari’a principles prescribed by the Bank’s 
Shari’a Supervisory Board are fundamental to GBCORP’s 
investment and operations policies.

More details on risk management process are given in 
Note 30 to the consolidated financial statements for the 
year ended 31st December, 2010 and Risk and Capital 
Management Disclosures (Basel II – Pillar III) for the year 
ended 31st December, 2010.

Compliance

The Compliance Department plays a critical role 
in ensuring that the Bank conducts its business in 
compliance with the Central Bank of Bahrain (CBB) 
applicable laws and regulations, as well as internal 
policies and procedures. 

These include but are not limited to, the Basel Committee 
on Compliance requirements and Financial Action Task Force 
(FATF) 40+9 recommendations on Anti-Money Laundering 
and Counter Financing of Terrorism (AML/CFT). Details 
of GBCORP’s internal control framework are set in the 
Compliance Manual.

The Board of Directors has the overall responsibility for 
ensuring that activities of GBCORP are conducted in 
accordance with and in full compliance with applicable 
laws and regulations. The Board approves and periodically 
reviews the compliance reports, policies and strategies of 
the Bank. The Audit Committee of the Board exercises the 
pivotal role in this regard.

Anti-Money Laundering and Combating  
Financing of Terrorism

GBCORP has adopted detailed policies and procedures in 
line with the CBB directives to combat Money Laundering, 
Financing of Terrorism and other financial crimes. The 
Compliance Department also conducts regular staff training 
sessions to ensure a sound understanding of the CBB’s 
Financial Crime Module. Several staff attended external 
seminars and symposiums during 2010. According to CBB’s 
requirements, all staff members are required to undergo 
training in Anti-Money Laundering and Counter Terrorist 
Financing (AML/CFT) procedures at regular intervals. It is a 
firm policy to the Bank not to permit itself to be directly or 
indirectly used by any elements for illegal activities.

Providing Management with Sound Advice

During the year 2010, the Compliance Department 
produced several reviews and reports detailing implications 
of new laws and regulations that impacted on the Bank’s 
activities, ensuring appropriate actions were undertaken 
to fulfill compliance. The Compliance team responded to 
a range of inquiries, seeking clarification on applicable 
regulations and continued to provide a wide range of 
advisory services, including comments, suggestions, 
recommendations and appropriate reviews.
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GBCORP has revamped its business strategy and 
has implemented key strategic initiatives to make 

the Bank more resilient, more responsive and 
better poised to leverage on opportunities, while 
at the same time safeguarding the interests of our 

investors and shareholders.



27  GBCORP Annual Report 2010         Corporate Governance

GBCORP is committed to applying the highest 
international standards and global best practices 
in corporate governance. Having developed a 
strong corporate governance framework, which 

aims to protect the interests of all stakeholders, ensure 
compliance with regulatory requirements and enhance 
organizational efficiency, GBCORP has succeeded in 
imbuing a culture of corporate governance. 

Governance Structure 
In order to effect corporate governance, a solid 
structure had to be devised. GBCORP achieved this by 
structuring the organization, such that functions and 
responsibilities are clearly divided, mirroring the division 
of roles and responsibilities of the Board of Directors, 
Board committees, the Shari’a Supervisory Board, 
executive management, as well as executive management 
committees.

Board of Directors
The Board of Directors of GBCORP is ultimately responsible 
for the direction and monitoring of business strategy, 
risk management, internal control environment and 
transparent corporate governance framework. The Board 
has delegated certain responsibilities to Board Committees 
in line with corporate governance standards of the CBB. 
Decision making at the Board level is based on financial 
information and investment updates presented by the 
management periodically. The Bank’s strategic vision and 
financial performance is closely monitored by the Board in 
line with business strategy and approved budgets.

The members of Board of Directors are entitled to a 
fixed annual fee which is not linked to the performance 
indicators of the Bank. Moreover, each Board member is 
entitled to the fixed fee for attending the meetings of the 
Board of Directors as well as various committees of the 
Board of Directors.

Board Committees
Nomination, Remuneration and Governance 
Committee
The Nomination, Remuneration and Governance 
Committee oversees matters related to the nomination of 
new Directors, assessment of the Board, its Committees 
and Managing Director /Chief Executive Officer and Senior 
Management, as well as the remuneration of Directors and 
Senior Management. It is also responsible for all corporate 
governance matters.

Executive Committee
The Executive Committee is a sub-committee of the 
Board, entrusted to oversee the Executive Management, 

implement business plans, take major administrative 
and budgetary decisions and approve all forms of risk, 
underwritings, direct investments and new products of 
the Bank, including, but not limited to, real estate, private 
equity, asset management, advisory services (corporate 
finance and capital markets) and portfolio management.

Audit Committee
The Audit Committee has oversight responsibilities 
pertaining to financial reporting, internal control, risk 
management, internal audit, external audit, compliance, 
Shari’a rules and principles and other relevant matters.

Shari’a Supervisory Board
Being an Islamic Bank, GBCORP has appointed a Shari’a 
Supervisory Board to direct, review and supervise the Bank’s 
activities, to ensure full compliance with the rules and 
principles of Islamic Shari’a. The Bank conducts internal 
Shari’a reviews which ensure that all the business activities 
are in compliance with Shari’a principles and applicable 
AAOIFI standards. As mentioned in the report of the Shari’a 
Supervisory Board, during the year 2010, the Bank was 
in full compliance with principles of Shari’a and other 
applicable laws.

Executive Management
While the Chief Executive is responsible for day-to-day 
management of the Bank, the Managing Director has 
oversight responsibilities over the Executive Management 
and has primary responsibility for all control functions, as 
set out in the Organization Chart diagram (page 29).

Executive Management Committees
Management Committee (MANCOM)
MANCOM is the principal management committee which 
is responsible for the day-to-day general oversight of the 
Bank’s business, including, but not limited to, the following 
issues: budgetary, strategy, investment, personnel, audit, 
and compliance.

Asset & Liability Management Committee (ALCO)
The primary role of ALCO is to manage the Bank’s balance 
sheet profile and in the process, manage the liquidity and 
profit rate risks faced by the Bank.

Risk Management Committee (RMC)
RMC acts to ensure that the Bank has an effective risk 
management framework in place, meets regulatory 
requirements and is in line with best practice 
methodologies.



Strategy
The Bank’s ‘Way Forward’ strategy is to leverage its regional 
experience and expertise to establish a strong presence at 
a global level. The Bank aims to be an investment bridge 
for its clients by actively facilitating rewarding investment 
opportunities from within the GCC to other markets.

Code of Conduct
The Bank has developed a Code of Business Conduct that 
governs the professional and personal behaviour of the 
directors, management and staff.

Disclosures
A Disclosure Policy has been developed as part of the 
Bank’s commitment to adopt the highest standards of 
transparency and fairness in disclosing information for the 
benefit of all stakeholders. The Central Bank of Bahrain 
has pointed out that in the “Printed Annual Report” for 
the year 2009; the financial statements were not signed. 
The “Signed Financial Statements” for the year ended 31 
December 2009 are available on the official website of the 
Bank and the same version was part of the Annual Report 
for the year 2009 . For the Annual Report 2010, the signed 
financial statements have been included in the “Printed 
Annual Report”. Similarly, a signed report of the Shari’a 
Supervisory Board Report (SSB) has also been included in 
the printed Annual Report for the year 2010.

GBCORP is committed to disclosing information to the 
public in a manner consistent with guidelines provided by 
the Central Bank of Bahrain and in line with Basel II Pillar III 
requirements.

Corporate Communications Policy
GBCORP maintains an effective communications policy that 
enables both the Board and Management to communicate 
properly with its shareholders, stakeholders and the public 
generally. Main communications channels include the 
Annual General Meetings annual report and accounts, 
corporate website and corporate brochure and regular 
announcements in the appropriate local press. It is the duty 
of the Board to ensure that the annual general meeting 
is conducted in an efficient manner and serves as a key 
mechanism in shareholder communications. Shareholders 
are supplied with comprehensive, timely information and 
encouraged to participate actively in the Annual General 
Meetings. 

Corporate Development
The Corporate Development department is responsible 
for developing, monitoring and managing GBCORP’s 
corporate strategy and for providing up-to-date market 
and business intelligence in support of the Bank’s strategic 
and business decision-making process. Additionally, the 
department guides and advises the Bank’s business and 
support divisions in formulating their strategic goals and 
business plans. In order to ensure the efficiency of the 
Bank’s resources, the department is assigned to measure, 
monitor and report on the performance of GBCORP and its 
subsidiaries and recommend appropriate solutions.

The Corporate Development department also works 
toward enabling the Bank to enhance its global presence, 
by expanding its reach to new markets. It manages the 
strategic subsidiaries that are designed to complement 
GBCORP’s core business activities and add value to the 
Bank’s shareholders. In 2010, the Bank focused on core 
areas of corporate finance, private equity, energy, asset and 
wealth management and investment placement, advisory 
services and establishing a recurring income base.

During 2011, the Bank will implement new strategic 
measures and a clearer cost structure. Prudent processes, 
procedures and initiatives, adopted in 2010, would likely 
mark the beginning of GBCORP’s recovery during this 
coming year.

Corporate Social Responsibility
GBCORP is an Islamic investment bank that operates in 
accordance with rules and guidelines of Islamic Shari’a, and 
adopts strong ethical business principles. Since its inception 
in June 2007, GBCORP has met its corporate social 
responsibility through various activities that support the 
local community, contribute to the development of Islamic 
banking, and promote Bahrain’s reputation as the financial 
hub of the Middle East and an attractive destination for 
foreign investment.

In 2008, GBCORP made a major endowment to Bahrain’s 
Waqf Fund for research, education and training in Islamic 
banking and finance. Initiated by the Central Bank of 
Bahrain, and supported by leading Bahrain-based Islamic 
financial institutions, the Waqf Fund has facilitated the 
establishment of a dedicated Islamic Training Centre at the 
Bahrain Institute of Banking & Finance, designed to prepare 
young professionals for a career in the fast-growing Islamic 
financial services industry.

The Bank also conducts an annual summer internship 
programme for Bahraini students from universities around 
the world, providing them with hands-on experience, and 
enhancing their skills and knowledge in different aspects of 
Islamic investment banking.
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GBCORP is cognizant of the current market 
environment, possesses a far leaner, stronger and 

more efficient operating model than it did in 
the past and is clear in its strategic direction and 

business line offering.
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Global Energy Financial Services Company 
(GEFSCO)

GEFSCO’s mission is to advise GBCORP in originating and structuring direct investments 
in companies and projects in the energy sector. GEFSCO works with investee companies 
and projects to structure investments to meet investors’ requirements, including Shari’a 
compliance, while maintaining the integrity of the investee’s business model.

GEFSCO offers a complete range of industry-related advisory services to GBCORP’s projects, 
identifying and capitalizing on investment opportunities in the oil & gas and power sectors 
across the hydrocarbon value chain - from upstream oil exploration & production to natural 
gas, refining, petrochemicals, marketing of refined products and power generation. 

The energy industry continues to grow strongly and it has been forecast that the world’s total 
energy demand will grow 40% by 2030. The vast majority of this increase will take place in 
developing countries, where economies and populations are expanding rapidly and modern 
energy supplies are still a scarce commodity for millions of people. This has fueled a growth in 
energy infrastructure companies, creating a strong market for well-structured private  
equity deals.

Subsidiary: 
Global Energy 
Financial Services 
Company

Location:
Kingdom of Bahrain
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Diyafa Holding Company  
(Diyafa) 

Diyafa’s business strategy is to venture into the annuity business driven markets, with 
direct investments in low capital intensive but high return businesses. Diyafa aims to 
be a key player in the franchise market segments for some of the leading international 
food and hospitality brands, as well as creating and developing its own brands in 
specific market segments.

Diyafa’s first foray into the business services segment was through Global Executive 
Offices (GEO). Diyafa, in strategic partnership with Corporate Executive Offices, 
Australia, offers an entire portfolio of business services through GEO, located 
in the GBCORP Tower in Manama, Bahrain. GEO offers exclusively appointed 
offices, elegantly designed with a unique luxurious hospitality ambience, blending 
professionalism with comfort and high quality services. Companies renting office space 
avail of a complete range of support services, which include high speed broadband, 
video conferencing, dedicated receptionist, concierge service, driver, courier services, 
secretarial services, conference and meeting facilities.

The “Abd el wahab” is one of the most reputed Lebanese restaurants, owned and 
operated by Ghia Holdings Lebanon. The restaurant is an open invitation to enjoy true 
Lebanese hospitality, with its unique oriental décor, featuring damascene walls, brass 
ornaments and blown glass elements. The “Abd el wahab” in the Kingdom of Bahrain 
is located at the Moda Mall, World Trade Centre, Bahrain. 

Diyafa has identified several niche segments in the market, as well as existing areas 
that continue to have great potential. Diyafa’s way forward strategy is to acquire new 
concepts that will create a powerhouse portfolio of truly diverse brands, that will be 
unmatched by any other organization in the region.

Subsidiary: 
Diyafa Holding 
Company

Location:
Kingdom of Bahrain



Global Real Estate Development Company, 
(GREDCO) 

A joint venture between GBCORP and a group of private investors, GREDCO’s portfolio 
of integrated services encompasses Real Estate Development, Project Management, 
Real Estate Asset and Facilities Management, Acquisitions and Technical Due Diligence, 
Master Planning and Design, Financial Analysis and Modeling, Project Marketing, 
Leasing and Sales/Divestment. 

It is this holistic approach to real estate development that makes GREDCO a strategic, 
value-adding partner in every endeavor it undertakes. 

 Initially, GREDCO commenced operations by providing services to Marsa Al Seef 
Project, in line with its strategy of focusing on the GCC and the MENA region. 
GREDCO will also work towards realizing its international aspirations, by progressively 
building its presence in certain selected countries.

Striving to be a value-driven organization, GREDCO is focused on cultivating a strong 
team which possesses the necessary expertise and experience to provide and promote 
a culture of excellence. 

Subsidiary: 
Global Real Estate 
Development 
Company

Location:
Kingdom of Bahrain

33  GBCORP Annual Report 2010         Subsidiaries and Associates



We are paying closer attention to middle off-market 
deals and transactions that are packaged to yield 
superior risk-adjusted returns for our investors.   
These proactive measures, complemented by the 
imminent exit of one of our key investments, a 

healthy private equity pipeline, as well as our first 
corporate finance advisory mandate, promises to 

make 2011 a profitable year.

Financial Highlights34  GBCORP Annual Report 2010         



35  GBCORP Annual Report 2010         Financial Highlights

2010 has been a transformational year for the bank. 
Coming to terms with the residual effects of the global 
economic crisis, GBCORP focused its efforts on revising 
its business strategy by putting in place measures to 
streamline operations, ensure better cost rationalisation 
and revenue generation through emphasis on a redefined 
investment portfolio. These measures have enabled us 
to approach 2011 better prepared to address future 
challenges, whilst leveraging on emerging opportunities 
in new markets.  During the year 2010, the Bank has 
successfully raised its paid up capital from USD 173.8 
million to USD 200.0 million.

GBCORP’s total operating income for fiscal year 2010 
reached USD 5.9 million. Compared to 2009, operating 
expenses were cut by 18% from USD 23.7 million to USD 
19.4 million. The impairment provisions for 2010 were 
higher than 2009’s due to instability in the real estate 
market (2010: USD 19 million; 2009: USD 4.5 million), 
which contributed to an overall loss of USD 32.5 million for 
fiscal year 2010. Total assets stand at USD 181.4 million as 
compared to USD 197.7 million in 2009. During this same 
period, GBCORP’s total liabilities decreased from USD 36.1 
million in 2009 to USD 26.1 million in 2010.

2010 2009 2008 2007

USD 000 USD 000 USD 000 USD 000

Total assets 181,388 197,655  455,868  236,190 

Total liabilities 26,139 36,120  274,808  75,296 

Total equity 155,249 161,535  181,060  160,894 

Share capital 200,000 173,750  156,250  125,000 

Fund under management 701,402 689,767  722,900  66,403 

Net Profit / (loss) (32,536) (18,843)  21,216  35,894 

Total income 5,929 9,340  53,193  49,227 

Total expenses 19,422 23,655  31,977  13,333 

Total provisions 19,043 4,528 - -
Liquid assets as a percentage of total assets - % 21.70% 22.58% 65.58% 58.86%
Liquid assets to liquid liabilities (ratio) 2.4 2.2 1.4 1.8
Return on average equity -20.54% -11.00% 12.41% 48.24%

Return on paid up capital -16.27% -10.84% 13.58% 55.16%

Return on average assets -17.17% -5.77% 6.13% 38.18%

Earning per share (cents) -13.47 -7.53 8.49 14.36

Capital Adequacy Ratio 40.87 35.37% 30.29% 34.10%

Net income margin -548.76% -201.75% 39.88% 72.92%

Paid up value per share - $ 1.00 0.695 0.625 0.500

Book value per share 0.775 0.645 0.724 0.644

Total cost to gross income 327.57% 253.27% 60.12% 27.08%
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In the name of Allah, the Beneficent, the 
Merciful.  All Praise is due to Allah, Prayers and 
Peace upon the Last Apostle and Messenger,  
Our Prophet Muhammad.

The Shari’a Supervisory Board Report on the activities of  
GBCORP for the fiscal year ended 31 December 2010.

GBCORP Shareholders, Peace and Mercy of God be  
Upon You.

With reference to the mandate assigned to us, we are 
pleased to present the following report:

We have reviewed the principles and contracts related to 
transactions carried out by GBCORP (“The Bank”) during 
the fiscal year ended 31 December 2010. The review was 
conducted to render an opinion on whether the bank had 
followed the principles and provisions of Islamic regulations, 
specific guidance and Fatwas issued by the Shari’a 
Supervisory Board. While the bank holds the responsibility to 
ensure that its operations are completed in accordance with 
Shari’a regulations that emanate from us, our responsibility 
is limited to state and express an opinion on the Bank’s 
operations and submit it to the shareholders.

We conducted our review which included examining, on a 
test basis each of transaction, the relevant documentation 
and procedure adopted by the Global Banking Corporation 
and Shari’a reviewer reports. In our opinion:

1.	The contracts and operations of the Bank are in 
compliance with the provisions and principles of Shari’a 
for the year ended 31 December 2010.

2.	The Bank’s distribution of profits and the transfer of 
losses related to investment accounts are compatible with 
the provisions and principles of the Islamic regulations.

3.	There are no proceeds from sources that are not 
compatible with the principles and provisions of Islamic 
law.

4.	Zakah calculations are in accordance with the regulations 
and standards of Shari‘a.

And Allah is the source of strength.

His Eminence Sheikh Dr. Mohammed Ali Elgari, 
Chairman

His Eminence Sheikh Nizam Mohammed Yaquby, 
Member

His Eminence Sheikh Osama Mohammed Bahar, 
Member

17 Rabi AI Awaal 1432 H
20 February 2011
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11	INVESTORS’ FUNDS
These represent funds of projects set-up or promoted by the Bank which are placed with the Bank pending utilisation by 
the projects concerned.

12	BANK FINANCING
Bank financing comprise murabaha financing obtained from a financial institution in 2008 for the purpose of acquisition 
of a property (refer note 7). The financing carries a profit rate of 2.50% over the bench mark rate (BIBOR) and is repayable 
in quarterly instalments over 4 years. The financing is secured by mortgage on both land and building and assignment of 
rent from the property.

13	ACCRUALS AND OTHER LIABILITIES

31 December
2010

31 December
2009

Employee related accruals 255 630
Accrued expenses 1,615 1,406
Other payables 206 373

2,076 2,409

14	SHARE CAPITAL 

31 December
2010

31 December
2009

Authorised:

500,000,000 ordinary shares of US$ 1 each 500,000 500,000

Issued and subscribed:

200,000,000 (2009: 250,000,000) ordinary shares of US$ 1 each 200,000 250,000

Paid up:

200,000,000 (2009: 250,000,000) ordinary shares fully paid US$ 1 
each (2009: US$ 0.695 each) 200,000 173,750

During the year, the Board of Directors approved the decrease in the issued and subscribed share capital of the Bank from 
US$ 250 million to US$ 200 million and to call the remaining unpaid capital of US$ 26.250 million. As at 31 December 
2010, the Bank received US$ 26.5 million from its capital calls and the shareholders in their Extra Ordinary General 
Meeting on 28 October 2010 approved the reduction of the issued share capital of the Bank from US$ 250 million to US$ 
200 million and increase in the paid-up capital from US$ 174 million to US$ 200 million.

15	INCOME / (LOSS) FROM INVESTMENT SECURITIES

2010 2009

Change in fair value of investments designated at fair value through profit or loss 823 (967)
Gain on trading investments 37 37
Dividends received from available-for-sale investments 14 14

874 (916)
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16	STAFF COST

2010 2009

Salaries and benefits 7,094 8,588
Social insurance expenses 476 512
Other staff expenses 181 220

7,751 9,320

17	OTHER OPERATING EXPENSES

2010 2009

Premises costs 1,522 1,820
Other expenses 1,575 1,624

3,097 3,444

18	TOTAL FINANCE INCOME AND EXPENSE

2010 2009

Income from placements with financial and other institutions 359 1,721
Finance expenses (1,001) (2,172)
Net finance expense (642) (451)

19	FUNDS UNDER MANAGEMENT
The Group provides corporate administration, investment management and advisory services to its investor vehicles, which 
involve the Group making decisions on behalf of such entities. Assets that are held in such capacity are not included in 
these consolidated financial statements. At the reporting date, the Group had assets under management of US$ 701,402 
thousand (31 December 2009: US$ 689,767 thousand). During the year, the Bank has not charged any management fees 
for activities related to management of assets (2009: nil).

20	RELATED PARTY TRANSACTIONS
Parties are considered to be related if one party has the ability to control the other party or exercise significant influence 
over the other party in making financial and operating decisions. Related parties include entities over which the Group 
exercises significant influence, major shareholders, directors and executive management of the Group.

The Group’s income from investment banking services is from entities over which the Group exercises influence. Although 
the entity is considered a related party, the Group administers and manages the entity on behalf of its clients, who are 
by and large third parties and are the economic beneficiaries of the underlying investment. The transactions with these 
entities are based on agreed terms in the private placement memorandum. 



58  GBCORP Annual Report 2010         Notes to the Consolidated Financial Statements
For the year ended 31 December 2010
(Expressed in US Dollars 000’s)

20	RELATED PARTY TRANSACTIONS (continued)
The significant related party balances and transactions (excluding compensation to key management personnel) included 
in these consolidated financial statements are as follows:

31 December 2010
Joint

ventures

Significant
shareholders / entities 
in which directors are 

interested

Assets under 
management 

including special 
purpose entities Total

Assets

Investment in joint
ventures

1,438 - - 1,438

Investment securities - - 53,491 53,491
Other assets 115 - 129 244

Liabilities

Investors’ funds - - 7,479 7,479
Accruals and other liabilities - - 15 15

Income

Rental income from investment property 372 - 233 605
Share of profit from joint ventures 178 - - 178
Facility management fee 39 - - 39
Treasury management fee - - 63 63
Utility recovery 30 - 41 71

Expenses

Impairment allowances - - 11,002 11,002

31 December 2009
Joint

ventures

Significant shareholders / 
entities in which directors 

are interested

Assets under 
management including 
special purpose entities Total

Assets
Investment securities - 12,402 54,850 67,252
Other assets - 116 36 152

Liabilities
Investors’ funds - - 3,870 3,870

Income
Income from investment banking services - - 4,956 4,956
Rental income from investment property - 612 175 787

Expenses
Impairment allowances - 1,378 3,150 4,528
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Key management personnel of the Group comprise the Board of Directors and key members of management having 
authority and responsibility for planning, directing and controlling the activities of the Group. The key management 
personnel compensation is as follows:

2010 2009

Board remuneration - 1,080
Board member fees 52 269
Salaries and other short-term benefits 1,841 1,768
Post employment benefits 208 47

21	ZAKAH
Zakah is directly borne by the shareholders on distributed profits and investors in restricted investment accounts. The Bank 
does not collect or pay Zakah on behalf of its shareholders and investors in restricted investment accounts. Zakah payable 
by the shareholders is computed by the Bank on the basis of the method prescribed by the Bank’s Shari’a Supervisory 
Board and notified to shareholders annually. Zakah payable by the shareholders for the year ended 31 December 2010 is 
US cents 0.39 (2009: US cents 0.40) for every share held.

22	EARNINGS PROHIBITED BY SHARI’A
During the year, there were no earnings from non-Islamic transactions that are prohibited by Shari’a (2009: Nil).

23	SHARI’A SUPERVISORY BOARD
The Group’s Shari’a Supervisory Board consists of three Islamic scholars who review the Group’s compliance with general 
Shari’a principles and specific fatwas, rulings and guidelines issued. Their review includes examination of evidence relating 
to the documentation and procedures adopted by the Group to ensure that its activities are conducted in accordance with 
Islamic Shari’a principles.

24	SOCIAL RESPONSIBILITY
The Group discharges its social responsibilities through donations to charitable causes and social organisations.
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25	MATURITY PROFILE
The table below shows the maturity profile of the Group’s financial assets and liabilities and unrecognised commitments 
on the basis of their expected realisation/ payment.

31 December 2010
Up to 3 
months

3 months
to 6 months

6 months
to 1 year

1 year
to 3 years

Over
3 years Total

Assets

Cash and bank balances 45 - - - - 45
Placements with financial and 
other institutions 

39,312 - - - - 39,312

Investment securities 5,133 - 8,000 51,278 - 64,411
Investment property - - - - 49,052 49,052
Investment in joint ventures - - - - 1,438 1,438
Property and equipment - - - - 20,365 20,365
Other assets 880 - 710 - 5,175 6,765
Total financial assets 45,370 - 8,710 51,278 76,030 181,388

Liabilities

Investors’ funds - 3,736 - 3,743 - 7,479
Bank financing 3,315 3,330 6,679 3,260 - 16,584
Accruals and other liabilities 1,733 - - 343 - 2,076
Total financial liabilities 5,048 7,066 6,679 7,346 - 26,139

Off-balance sheet items

Restricted investment accounts - - 190,000 - - 190,000

31 December 2009
Up to 3 
months

3 months
to 6 months

6 months
to 1 year

1 year
to 3 years

Over
3 years Total

Assets
Cash and bank balances 33 - - - - 33
Placements with financial and 
other institutions 

44,590 - - - - 44,590 

Investment securities 239 - 10,000 61,562 - 71,801
Investment property - - - - 51,452 51,452
Property and equipment - - - - 22,420 22,420
Other financial assets 1,113 101 - - 6,145 7,359
Total financial assets 45,975 101 10,000 61,562 80,017 197,655

Liabilities
Investors’ funds - 3,870 - - - 3,870
Bank financing 3,603 3,721 7,348 15,169 - 29,841 
Accruals and other liabilities 2,409 - - - - 2,409
Total financial liabilities 6,012 7,591 7,348 15,169 - 36,120

Off-balance sheet items
Restricted investment accounts - - 190,000 - - 190,000
Commitments 158 - - - - 158
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26	CONCENTRATION OF ASSETS, LIABILITIES AND RESTRICTED INVESTMENT ACCOUNTS 
a)	 Industry sector

31 December 2010

Banks and 
financial 

institutions Real estate Others Total

Assets
Cash and bank balances 41 - 4 45
Placements with financial and other 
institutions

39,312 - - 39,312

Investment securities - 59,002 5,409 64,411
Investment property - 49,052 - 49,052
Investment in joint ventures - - 1,438 1,438
Property and equipment - 14,075 6,290 20,365
Other assets - 4,735 2,030 6,765
Total assets 39,353 126,864 15,171 181,388

Liabilities
Investors’ funds - 3,838 3,641 7,479
Bank financing 16,584 - - 16,584
Accruals and other liabilities - - 2,076 2,076
Total liabilities 16,584 3,838 5,717 26,139

Off-balance sheet items
Restricted investment accounts - 190,000 - 190,000

31 December 2009
Banks and 

financial institutions Real estate Others Total

Assets
Cash and bank balances 30 - 3 33 
Placements with financial and other 
institutions

44,590 - - 44,590 

Investment securities 239 67,252 4,310 71,801
Investment property - 51,452 - 51,452
Property and equipment - 15,736 6,684 22,420 
Other assets - 5,413 1,946 7,359 
Total assets 44,859 139,853 12,943 197,655

Liabilities
Investors’ funds - 3,870 - 3,870
Bank financing 29,841 - - 29,841 
Accruals and other liabilities - - 2,409 2,409
Total liabilities 29,841 3,870 2,409 36,120

Off-balance sheet items
Restricted investment accounts - 190,000 - 190,000 
Commitments - - 158 158
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26	CONCENTRATION OF ASSETS, LIABILITIES AND RESTRICTED INVESTMENT ACCOUNTS 
(continued) 

b)	Geographic region
Concentration is measured based on the location of the underlying operating assets and not based on the location of 
the investments. The Group’s concentration exposure as at 31 December 2010 and 31 December 2009 is limited to GCC 
countries.

27	COMMITMENTS AND CONTINGENCIES
The commitments contracted in the normal course of business of the Group:

31 December
2010

31 December
2009

Capital commitments - 158

Performance obligations

During the ordinary course of business, the Group may enter into performance obligations in respect of its infrastructure 
development projects. It is the usual practice of the Group to pass these performance obligations, wherever possible, on to 
the companies that own the projects. In the opinion of the management, no liabilities are expected to materialise on the 
Group at 31 December 2010 due to the performance of any of its projects.

28	FINANCIAL INSTRUMENTS
a)	 CLASSIFICATION OF FINANCIAL INSTRUMENTS

The classification of the financial instruments of the Group is as given below:

31 December 2010
Available-for-

sale
Loans and 

receivables
Fair value through 

profit or loss
Others at 

amortised cost Total

Assets

Bank balances - 40 - - 40
Placements with financial and 
other institutions

- 39,312 - - 39,312

Investment securities 59,002 - 5,409 - 64,411
Other financial assets - 1,262 - - 1,262
Total financial assets 59,002 40,614 5,409 - 105,025

Liabilities

Investors’ funds - - - 7,479 7,479
Bank financing - - - 16,584 16,584
Other financial liabilities - - - 206 206
Total financial liabilities - - - 24,269 24,269
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31 December 2009
Available-for-

sale
Loans and 
receivables

Fair value through 
profit or loss

Others at 
amortised cost Total

Assets
Bank balances - 30 - - 30
Placements with financial and 
other institutions

- 44,590 - - 44,590

Investment securities 67,252 - 4,549 - 71,801
Receivable from investment 
banking services

- - - - -

Other financial assets - 582 - - 582
Total financial assets 67,252 45,202 4,549 - 117,003

Liabilities
Investors’ funds - - - 3,870 3,870
Islamic financing - - - 29,841 29,841
Other financial liabilities - - - 551 551
Total financial liabilities - - - 34,262 34,262

b)	 FAIR VALUES OF FINANCIAL INSTRUMENTS
Fair value is an amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm’s length transaction. Other than available-for-sale investments of US$ 59,002 thousand (2009: US$ 
67,252 thousand) (note 6 (a)), the estimated fair values of the Group’s other financial instruments are not significantly 
different from their carrying values.

c)	 FAIR VALUE HIERARCHY
The table below analyses the financial instruments carried at fair value, by valuation method. The different levels have been 
defined as follows:

•	 Level 1: quoted prices (unadjusted) in active markets for identical assets and liabilities

•	 Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 
directly (i.e.as prices) or indirectly (i.e. derived from prices)

•	 Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

2010 Level 1 Level 2 Level 3 Total

Investment securities
-	 Investments designated at fair value 

through profit or loss 5,133 - - 5,133
-	 Trading investments 276 - - 276
Total assets 5,409 - - 5,409

2009 Level 1 Level 2 Level 3 Total

Investment securities
-	 Investments designated at fair value 

through profit or loss 4,310 - - 4,310
-	 Trading investments 239 - - 239
Total assets 4,549 - - 4,549
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29	OPERATING SEGMENTS
The Group has two distinct operating segments, Investment banking and Property management, which are the Group’s 
strategic business units. The strategic business units offer different products and services, and are managed separately 
because they require different strategies for management and resource allocation within the Group. For each of the 
strategic business units, the Group’s Board of Directors (chief operating decision makers) review internal management 
reports on a quarterly basis.

The following summary describes the operations in each of the Group’s operating reportable segments:

•	 Investment banking: The investment banking segment of the Group focuses on providing structuring opportunities 
in Islamic asset-backed and equity capital markets, Islamic financial advisory and mid-sized mergers and acquisition 
transactions.

•	 Property management: This business unit primarily involved in management of property and related assets. 

The performance of each operating segment is measured based on segment results and are reviewed by the management 
committee and the Board of Directors on a quarterly basis. Segment results is used to measure performance as 
management believes that such information is most relevant in evaluating the results of certain segments relative to other 
entities that operate within these industries. Inter-segment pricing, if any is determined on an arm’s length basis.

The Bank classifies directly attributable revenue and cost relating to transactions originating from respective segments as 
segment revenue and segment expenses respectively. The internal management reports are designed to reflect revenue 
and cost for respective segments which are measured against the budgeted figures. The unallocated revenues, expenses, 
assets and liabilities relate to entity-wide corporate activities and treasury activities at the Group level.

The Group has primary operations in Bahrain and the Bank does not have any overseas branches/divisions. The geographic 
concentration of assets and liabilities is disclosed in note 26 to the consolidated financial statements.

Information regarding the results of each reportable segment is included below:

Investment 
banking

Property 
management Unallocated Total

2010

External revenue 1,295 3,888 746 5,929
Segment result (27,652) (1,001) (3,883) (32,536)
Segment assets 66,268 49,755 65,365 181,388
Segment liabilities 7,603 16,763 1,773 26,139

Other material items:

Finance income - - 359 359
Finance expenses 34 962 5 1,001
Depreciation and amortisation - 1,250 3,050 4,300
Provision for impairment 17,893 1,150 - 19,043

Commitments - - - -
Restricted investment accounts 190,000 - - 190,000
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Investment
banking

Property 
management Unallocated Total

2009
External revenue 5,215 2,184 1,941 9,340
Segment result (12,879) (2,981) (2,983) (18,843)
Segment assets 72,079 56,811 68,765 197,655
Segment liabilities 4,705 30,137 1,278 36,120

Other material items:
Finance income - - 1,721 1,721
Finance expense 376 1,796 - 2,172
Depreciation and amortisation - 1,251 2,635 3,886
Provision for impairment 4,528 - - 4,528

Commitments - - 158 158
Restricted investment accounts 190,000 - - 190,000

30	FINANCIAL RISK MANAGEMENT
Overview
Financial assets of the Group comprise bank balances, placements with financial and other institutions, available-for-sale 
investments, investments designated at fair value through profit or loss, receivable from investment banking services and 
other receivable balances. Financial liabilities of the Group comprise investors’ funds, bank financing and other payable 
balances. Accounting policies for financial assets and liabilities are set out in note 2.
The Group has exposure to the following risks from its use of financial instruments:
•	 credit risk;
•	 liquidity risk;
•	 market risks; and
•	 operational risk

This note presents information about the Group’s exposure to each of the above risks, the Group’s objectives, policies and 
processes for measuring and managing risk, and the Group’s management of capital.

Risk management framework
The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management 
framework. The Board has established the Risk and Audit Committee (“RAC”), which is responsible for developing and 
monitoring risk management policies in their specified areas. All committees have both executive and non-executive 
members and report regularly to the Board of Directors on their activities.

The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to set 
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems 
are reviewed regularly to reflect changes in market conditions, products and services offered. The Group, through its 
training and management standards and procedures, aims to develop a disciplined and constructive control environment, 
in which all employees understand their roles and obligations.

The RAC is responsible for monitoring compliance with the Group’s risk management policies and procedures, and for 
reviewing the adequacy of the risk management framework in relation to the risks faced by the Group.



66  GBCORP Annual Report 2010         Notes to the Consolidated Financial Statements
For the year ended 31 December 2010
(Expressed in US Dollars 000’s)

30	FINANCIAL RISK MANAGEMENT (continued)
Risk management framework (continued)
The RAC submits a quarterly Risk Overview Report along with a detailed Liquidity Risk Report to the Board of Directors. 
The Risk Overview Report describes the potential issues for a wide range of risk factors and classifies the risk factors from 
low to high. The report also provides comments as to how risk factors are being addressed by the Group and the change 
in risk rating from the previous quarter. The Liquidity Risk Report measure the Bank’s liquidity risk profile against policy 
guidelines.

a.	 Credit risk 
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its 
contractual obligations, and arises principally from the Group’s balances with banks, placements with financial and other 
institutions and other receivables from project companies. For risk management reporting purposes, the Group considers 
and consolidates all elements of credit risk exposure (such as individual obligor default risk, country and sector risk).

Management of credit risk
The Board of Directors has delegated responsibility for the management of credit risk to the Risk and Audit Committee 
which is also responsible for oversight of the limits and guidelines set by the Board. 

Risk is assessed on an individual basis for each receivable and is reviewed at least once a year. The Group does not perform 
a collective assessment of impairment for its credit exposures as the credit characteristics of each exposure is considered to 
be different. Credit exposures are subject to regular reviews by the Risk Management Department.

Exposure to credit risk
The carrying values of bank balances, placements with financial and other institutions and other receivables represent the 
maximum credit risk. 

The Group’s credit risk on bank balances and placements with financial and other institutions is limited as these are placed 
with banks in GCC having good credit ratings. The other credit exposures have been evaluated on a case-by-case basis and 
the management has assessed that the exposures are currently performing and not impaired. 

Impaired receivables 
Impaired receivables are those for which the Group determines that it is probable that it will be unable to collect all 
payments due according to the contractual terms of the receivables agreement(s). There are no significant past due or 
impaired exposures as at 31 December 2010 and 31 December 2009.

Concentration risk
Concentration risk arises when a number of counterparties are engaged in similar economic activities or activities in the 
same geographic region or have similar economic features that would cause their ability to meet contractual obligations to 
be similarly affected by changes in economic, political or other conditions. The Group seeks to manage its concentration 
risk by establishing and constantly monitoring geographic and industry wise concentration limits.

The geographical and industry wise distribution of assets and liabilities are set out in note 26.

b.	 Liquidity risk
Liquidity risk is defined as the risk that an entity will encounter difficulty in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset.

Management of liquidity risk
The Board of Directors approves significant policies and strategies related to the management of liquidity. The 
Management reviews the liquidity profile of the Group on a regular basis and any material change in the Bank’s current or 
prospective liquidity position is notified to the Board. 
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The ALCO supports the Board in managing liquidity by recommending policies, setting limits and guidelines and 
monitoring the risk and liquidity profile of the Group on a regular basis. The ALCO provides guidance for day-to-day 
management of liquidity, oversees the establishment of effective internal controls and ensures that the Group has 
adequate liquidity at all times.

The day-to-day management of the Group’s liquidity is the responsibility of the Treasury Department. The Department 
ensures that adequate funds are available to meet the maturing obligations and growth in assets while cost is minimised. 
The Department ensures that all limits and guidelines set by the Board and ALCO are complied with and any adverse 
development is reported to the ALCO. The Department also obtains the exceptional approvals when required as per this 
policy and manages the relationship with other banks and financial institutions. 

The table below shows the undiscounted cash flows on the Group’s financial liabilities, including issued financial guarantee 
contracts, and unrecognised financing commitments on the basis of their earliest possible contractual maturity. Refer note 
25 for the expected maturity profile of assets and liabilities.

Gross undiscounted cash flows

Carrying 
amount31 December 2010

Up to
3 months

3 to
6 months

6 months-
1 year

1 to
3 years

Over
3 years Total

Financial liabilities
Investors’ funds 3,736 - - 3,743 - 7,479 7,479
Bank financing 3,478 3,449 6,802 3,350 - 17,079 16,584
Other financial liabilities 206 - - - - 206 206
Total financial liabilities 7,420 3,449 6,802 7,093 - 24,764 24,269

Off-balance sheet 
Commitments - - - - - - -

Gross undiscounted cash flows

Carrying 
amount31 December 2009

Up to
3 months

3 to
6 months

6 months-
1 year

1 to
3 years

Over
3 years Total

Financial liabilities
Investors’ funds 3,870 - - - - 3,870 3,870
Bank financing 3,603 3,721 7,348 17,439 - 32,111 29,841
Other financial liabilities 551 - - - - 551 551
Total financial liabilities 8,024 3,721 7,348 17,439 - 36,532 34,262

Off-balance sheet items
Capital commitments 158 - - - - 158 -

c.	 Market risk
Market risk is the risk that changes in market prices, such as profit rate, equity prices, foreign exchange rates and credit 
spreads (not relating to changes in the obligor’s / issuer’s credit standing) will affect the Group’s income, future cash flows 
or the value of its holdings of financial instruments. The objective of market risk management is to manage and control 
market risk exposures within acceptable parameters, while optimising the return on risk.
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30	FINANCIAL RISK MANAGEMENT (continued)
Exposure to profit rate risk
Profit rate risk arises due to differences in timing of re-pricing of the Group’s assets and liabilities. The Group’s profit rate 
sensitive assets are mainly placements with financial and other institutions. Profit rate risk is managed principally through 
monitoring profit rate gaps and by having pre-approved limits for repricing bands. The effective profit rates on the profit 
bearing financial instruments are given below:

2010 2009

Placements with financial and other institutions 1.00% 1.53% 
Bank financing 3.79% 4.74% 

The management of profit rate risk against profit rate gap limits is supplemented by monitoring the sensitivity of the 
Group’s financial assets and liabilities to various standard and non-standard profit rate scenarios. Standard scenarios 
that are considered on a monthly basis include a 1 00 basis point (bp) parallel fall or rise in all yield curves worldwide. 
An analysis of the Group’s sensitivity to an increase or decrease in market financing rates (assuming no asymmetrical 
movement in yield curves and a constant balance sheet position) is as follows:

2010 2009

At 31 December 2010 ± 330 ± 145
Average for the year  ± 262  ± 723
Maximum for the year ± 404 ± 1,258
Minimum for the year ± 137 ± 145

Exposure to foreign exchange risk 
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. 
The Group’s major exposure is in GCC currencies, which are primarily pegged to the US Dollars. The Group does not have 
significant net exposures denominated in other foreign currencies as at 31 December 2010 and 31 December 2009.

Exposure to other market risks 
Equity price risk is the risk that the fair value of equities decreases as a result of changes in the value of individual 
companies’ shares. The Group does not have significant exposure to listed equity instruments. The Group’s exposure is 
detailed in note 6 to these consolidated financial statements.

d.	 Operational risk
Operational risk is the risk of loss arising from systems and control failures, fraud and human error, which can result 
in financial and reputation loss, and legal and regulatory consequences. The Group manages operational risk through 
appropriate controls, instituting segregation of duties and internal checks and balances, including internal audit and 
compliance. In addition the Bank is committed to the training of its staff. 

31	CAPITAL MANAGEMENT
The Group’s regulator Central Bank of Bahrain (CBB) sets and monitors capital requirements for the Group as a whole. In 
implementing current capital requirements CBB requires the Group to maintain a prescribed ratio of total capital to total 
risk-weighted assets. The total regulatory capital base is net of prudential deductions for large exposures based on specific 
limits agreed with the regulator. Banking operations are categorised as either trading book or banking book, and risk-
weighted assets are determined according to specified requirements that seek to reflect the varying levels of risk attached 
to assets and off-balance sheet exposures. The Bank does not have a trading book.

The Group aims to maintain strong capital base so as to maintain investor, creditor and market confidence and to sustain 
the future development of the business. 
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The Bank is required to comply with the provisions of the Capital Adequacy Module of the CBB (which is based on the 
Basel II and IFSB framework) in respect of regulatory capital. The Bank has adopted the standardised approach to credit risk 
and market risk and basic indicator approach for operational risk management under the revised framework. During the 
year, the Bank was in compliance with the capital limits set by the regulator for the Bank.

The allocation of capital between specific operations and activities is primarily driven by regulatory requirements. The 
Bank’s capital management policy seeks to maximise return on risk adjusted capital while satisfying all the regulatory 
requirements. The Bank’s policy on capital allocation is subject to regular review by the Board of Directors. 

The Group’s regulatory capital position at 31 December was as follows:

Capital adequacy 2010 2009

Total risk weighted assets 344,495 413,708

Tier 1 capital 140,793 146,337
Tier 2 capital - -
Total regulatory capital 140,793 146,337

Total regulatory capital expressed as a percentage of total risk weighted assets 40.87% 35.37%

32	NEW INTERNATIONAL FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS NOT 
YET EFFECTIVE FOR ADOPTION 
The following standards and interpretations have been issued by standard setters during 2010 and are mandatory for 
the Group’s accounting for annual periods beginning on or after 1 January 2011 or later periods and are expected to be 
relevant to the Group:

a)	 International Financial Reporting Standards and interpretations issued by the IASB

•	 IFRS 9 ‘Financial Instruments’

IFRS 9 was issued in November 2009 and replaces those parts of IAS 39 relating to the classification and 
measurement of financial assets. Key features are as follows:

•	Financial assets are required to be classified into two measurement categories: those to be measured subsequently 
at fair value, and those to be measured subsequently at amortised cost. The decision is o be made at initial 
recognition. The classification depends on the entity’s business model for managing its financial instruments and 
the contractual cash flow characteristics of the instrument.

•	An instrument is subsequently measured at amortised cost only if it is a debt instrument and both the objective of 
the entity’s business model is to hold the asset to collect the contractual cash flows, and the asset’s contractual 
cash flows represent only payments of principal and interest (that is, it has only ‘basic loan features’). All other debt 
instruments are to be measured at fair value through profit or loss.

•	All equity instruments are to be measured subsequently at fair value. Equity instruments that are held for trading 
will be measured at fair value through profit or loss. For all other equity investments, an irrevocable election can 
be made at initial recognition, to recognise unrealised and realised fair value gains and losses through other 
comprehensive income rather than profit or loss. There is to be no recycling of fair value gains and losses to profit 
or loss. This election may be made on an instrument-by-instrument basis. Dividends are to be presented in profit or 
loss, as long as they represent a return on investment.

•	While adoption of IFRS 9 is mandatory from 1 January 2013, earlier adoption is permitted.

The Group is currently in the process of evaluating the potential effect of this standard. Given the nature of the 
Group’s operations, this standard is expected to have a pervasive impact on the Group’s consolidated financial 
statements.



70  GBCORP Annual Report 2010         Notes to the Consolidated Financial Statements
For the year ended 31 December 2010
(Expressed in US Dollars 000’s)

32	NEW INTERNATIONAL FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS NOT 
YET EFFECTIVE FOR ADOPTION (continued)

•	 Improvements to IFRSs

Improvements to IFRS issued in 2010 contained numerous amendments to IFRS that the IASB considers non-urgent 
but necessary. ‘Improvements to IFRS’ comprise amendments that result in accounting changes to presentation, 
recognition or measurement purposes, as well as terminology or editorial amendments related to a variety of 
individual IFRS standards. The amendments are effective for annual periods beginning on or after 1 January 2011 
with earlier adoption permitted. No material changes to accounting policies are expected as a result of these 
amendments.

b)	 Financial Accounting Standards issued by AAOIFI

•	FAS 25 Investment in sukuk, shares and similar instruments

FAS 25 was issued in July 2010 and replaced FAS 17 Investments for accounting of investments. FAS 25 retains and 
simplifies the mixed measurement model and establishes two measurement categories for investments: amortised 
cost and fair value. The standard requires each investment to be first segregated as either debt-type or equity 
type instruments, and the basis of classification depends on the entity’s business model and the contractual cash 
flow characteristics of the investment. For equity-type investments, an irrevocable election can be made at initial 
recognition, to recognise unrealised fair value gains and losses through equity rather than through the income 
statement. Reclassification between categories is not permitted. The guidance in FAS 17 on ‘investment in real estate’ 
continues to apply. The new standard requires retroactive application.

The Group is currently in the process of evaluating the potential effect of this standard. Given the nature of the 
Group’s operations, this standard is expected to have a pervasive impact on the Group’s financial statements.

33	COMPARATIVES
Certain prior year amounts have been regrouped to conform to the current year’s presentation. Such regrouping did not 
affect previously reported profit, comprehensive income or equity.
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These disclosures have been prepared in accordance with the CBB requirements 
outlined in its Public Disclosure Module (“PD”), Section PD-1.3: Disclosures in 
Annual Report under Volume 2 of the Rule Book issued by the CBB for Islamic 
Banks. To avoid any duplication, Information required under PD module but already 
disclosed in other sections of annual report has not been reproduced. 
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1 	Introduction
Global Banking Corporation B.S.C. (c) (the “Bank”) was incorporated on 25th June 2007 under the commercial registration 
number 65708 in the Kingdom of Bahrain and licensed by the Central Bank of Bahrain (“CBB”) as an Islamic whole sale 
bank. The Bank’s business model enables the Bank to offer a comprehensive range of investment banking products and 
services to high net worth individuals, corporate entities, and financial institutions in compliance with Shari’a principles.

CBB Basel II guidelines are effective from 1st January 2008 as the common framework for the implementation of Basel II 
capital adequacy framework for banks incorporated in the Kingdom of Bahrain. 

The new framework intends to strengthen the risk management practices and processes within financial institutions. 
The Bank has accordingly taken steps to comply with these requirements. The CBB’s capital management framework, 
consistent with the Basel II accord, is built on three pillars:

•	 Pillar I: calculation of the risk weighted amounts and capital requirement.

•	 Pillar II:the supervisory review process, including the Internal Capital Adequacy Assessment Process. 

•	 Pillar III: rules for the disclosure of risk management and capital adequacy information.

The Public Disclosure (PD) module Section 1.3 of Volume 2 of the CBB rule book governs the disclosure requirements 
to be made by Islamic banks in their annual report. In April 2008, the CBB revised the PD module to cover the detailed 
disclosure requirements to be followed by licensed banks in Bahrain to be in compliance with Pillar 3 of Basel II and 
the Islamic Financial Services Board’s (IFSB) recommended disclosures for Islamic banks. Under the current regulations, 
partial disclosure consisting mainly of quantitative analysis is required during half year reporting, whereas full disclosure is 
required to coincide with the financial year-end reporting.

The disclosures in this report are in addition to or in some cases, serve to clarify the disclosures set out in the consolidated 
financial statements for the year ended 31 December 2010, presented in accordance with the Financial Accounting 
Standards (FAS) issued by the Accounting and Auditing Organisation for Islamic Financial Institutions (AAOIFI) and 
International Financial Reporting Standards (IFRS). To avoid any duplication, information required under PD module but 
already disclosed in other sections of the annual report has not been reproduced in these disclosures. These disclosures 
should be read in conjunction with the Group’s consolidated financial statements for the year ended 31 December 2010.

2 	Executive summary
The Bank maintains an adequate capital base to cover risks inherent in the business. The adequacy of the Bank’s capital 
is monitored using, among other measures, the regulations and ratio established by the CBB in accordance with Basel II 
capital adequacy framework. Since incorporation, the Bank had complied with all the prescribed capital requirements.

The Bank’s capital adequacy ratio is well above the minimum capital requirement of 12% required by the CBB. The Bank’s 
capital adequacy ratio as at 31 December 2010 was 40.87% compared with 35.37% as at 31 December 2009. The Bank 
ensures adherence to the CBB’s requirements by monitoring its capital adequacy against higher internal limits.

The prime objective of the Bank’s capital management is to ensure compliance with all the prudential requirements and to 
maintain healthy capital ratio in order to effectively support its business and to maximize shareholders’ value. To assess its 
capital adequacy requirements in accordance with the CBB requirements, the Bank adopts the Standardized Approaches 
for its Credit Risk and Market Risk, and the Basic Indicator Approach for its Operational Risk. The Bank intends to adopt 
more sophisticated methods of capital allocation after building up the required internal systems and models

3 	Group Structure
The Group’s consolidated financial statements comprises the financial statements of the Bank and its subsidiaries (together 
the “Group”) prepared in accordance with the Financial Accounting Standards (‘FAS’) issued by the Accounting and 
Auditing Organization for Islamic Financial Institutions (‘AAOIFI’) and International Financial Reporting Standards (‘IFRS’). 

Following is the structure of the Group for prudential consolidation purposes:

Entities Ownership
Treatment for prudential

consolidation purposes

Global Energy Financial Services SPC 100% Full consolidation

Diyafa Holdings W.L.L. 90% Full consolidation

All the above entities are incorporated in the Kingdom of Bahrain and there are no restrictions on the transfer of funds or 
regulatory capital within the Group.
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4 	Risk management framework

Operational risk is the risk of loss arising from systems and control failures, fraud and human error, which can result in 
financial and reputation loss, and legal and regulatory consequences. 

Though operational risk cannot be entirely eliminated, however the Bank aims to minimise the risk by strengthening its 
internal control environment, continuing its efforts to identify, assess, measure and monitor its risks, evolving in its risk 
management sophistication and promoting a strong control culture within the Bank. The material operational risks of the 
Bank are:

•	 Inappropriate design of processes for the appraisal of credit and investment projects;

•	 Shortcomings in documentation and processes for monitoring and control of credit and investment exposures;

•	 Absence of an efficient process to capture internal losses and near misses;

•	 Inadequacies in the process for execution of projects including selection of consultants and contractors as well as 
monitoring time and cost overruns;

•	 Legal risks arising from product documentation and faulty execution of transactions; 

•	 Loss from staff negligence or fraudulent transactions perpetrated by employees or customers; and

•	 Delay in updating records and misreporting

The Bank manages operational risk through appropriate controls, instituting segregation of duties and internal checks 
and balances, appropriate controls to safeguard assets, monitoring of various risk limits, periodic accounts reconciliations, 
financial management and reporting, including internal audit and compliance functions. In addition to these controls the 
Bank has developed a Business Continuity Plan based on risk review of the Bank’s activities and insurance is also in place to 
complement the associated controls.

Moreover, the Bank has established a risk control and self assessment process necessary for identifying and measuring 
its operational risks. This exercise covers the Bank’s business lines and associated critical activities, exposing the Bank to 
operational risks. The Bank is in the process of automation of risk and control self assessment process which is expected to 
be completed during the 2nd quarter of 2011.

4.1 Risks In Pillar I

Basel II Pillar I prescribed three specific risks which are:

4.1.1 Credit Risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails to meet 
its contractual obligations, and arises principally from its bank balances, placements with financial institutions and 
other receivables.

The Bank is not involved in the granting of credit facilities in the normal course of its business activities. The Bank is 
primarily exposed to credit risk from its own short term liquidity related to placements with financial institutions, and 
in respect of investment related funding made (in the form short-term liquidity facility) to its projects. These exposures 
arise in the ordinary course of its investment banking activities and are generally transacted without any collateral or 
other credit risk mitigants.

The Bank has a strong internal process for assessing credit risk. This process takes into account the financial strength 
of the counterparty, the technical feasibility and economic viability of the business, the adequacy and quality of the 
cash flow available for repayment etc. The availability of collateral security by way of physical assets or guarantees to 
mitigate the credit risk is also taken into consideration. 

The Bank’s internal rating system for exposures to banks and financial institutions is based on a 6-point scale (ranging 
from A (Strong) to F (unrated)) which takes into account the financial strength as well as qualitative aspects of 
the obligor. The Bank has established a limit structure to avoid concentration of risks for counterparty, sector and 
geography. The Bank is constantly reviewing and monitoring the position to ensure proper adherence to the limits and 
defined policies of the Bank.

4.1.2 Market Risk

Market risk is the risk that movements in market risk factors, including foreign exchange rates, equity prices, profit rates 
and credit spreads will reduce the Bank’s income or the value of its portfolios. The objective of market risk management 
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is to manage and control market risk exposures within acceptable parameters, while optimizing the return on risk. 

The Bank proactively measures and monitors the market risk in its portfolio using appropriate measurement techniques 
such as limits on its FX open positions, maximum loss limits, currency mismatch limits and maturity limits.

The different types of risks with exposures, objectives, policies and processes to manage the risk have been detailed 
hereunder:

4.1.2.1 Foreign Exchange Risk

Foreign exchange risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign 
exchange rates. The Bank’s major exposures are in GCC currencies, which are primarily pegged to the US Dollars.

The Bank does not engage in any foreign exchange trading operations. The open position limits also take into account 
structural positions arising out of currency mismatch in assets and liabilities. Risk Management Department periodically 
performs sensitivity analysis on the open positions to assess the risk of loss from exchange rate movements to ensure 
that the risk is well under control.

4.1.2.2 Equity Price Risk

Equity price risk is the risk that the fair value of equities decreases as a result of changes in the value of individual 
companies’ shares. The Bank does not have significant exposure to listed equity instruments. The Bank manages and 
monitors the positions using sensitivity analysis. 

4.1.2.3 Profit Rate Risk

Profit rate risk arises due to differences in timing of re-pricing of the Bank’s assets and liabilities. The Bank’s profit 
rate sensitive assets are mainly placements with financial and other institutions. Profit rate risk is managed principally 
through monitoring profit rate gaps and by having pre-approved limits for repricing bands.

Standard scenarios that are considered on a monthly basis include a 200 basis point (bp) parallel fall or rise in all yield 
curves worldwide. An analysis of the Group’s sensitivity to an increase or decrease in market financing rates (assuming 
no asymmetrical movement in yield curves and a constant balance sheet position) is as follows:

USD’000’
2010

At 31 December 2010 ± 661

Average for the year ± 525

Maximum for the year ± 801

Minimum for the year ± 275

For the year ended 31 December 2009, the profit rate sensitivity analysis was prepared on the basis of 100 basis 
point (bp) parallel fall or rise in all yield curves worldwide instead of 200 basis points (bp) which is requirement of 
Section PD 1.3.

4.1.2.4 Operational Risk

Operational risk is the risk of loss arising from systems and control failures, fraud and human error, which can result in 
financial and reputation loss, and legal and regulatory consequences. 

Though operational risk cannot be entirely eliminated, however the Bank aims to minimise the risk by strengthening its 
internal control environment, continuing its efforts to identify, assess, measure and monitor its risks, evolving in its risk 
management sophistication and promoting a strong control culture within the Bank. The material operational risks of 
the Bank are:

•	 Inappropriate design of processes for the appraisal of credit and investment projects;

•	 Shortcomings in documentation and processes for monitoring and control of credit and investment exposures;

•	 Absence of an efficient process to capture internal losses and near misses;
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4	 Risk management framework (continued)

•	 Inadequacies in the process for execution of projects including selection of consultants and contractors as well as 
monitoring time and cost overruns;

•	 Legal risks arising from product documentation and faulty execution of transactions; 
•	 Loss from staff negligence or fraudulent transactions perpetrated by employees or customers; and
•	 Delay in updating records and misreporting

The Bank manages operational risk through appropriate controls, instituting segregation of duties and internal 
checks and balances, appropriate controls to safeguard assets, monitoring of various risk limits, periodic accounts 
reconciliations, financial management and reporting, including internal audit and compliance functions. In addition 
to these controls the Bank has developed a Business Continuity Plan based on risk review of the Bank’s activities and 
insurance is also in place to complement the associated controls.

Moreover, the Bank has established a risk control and self assessment process necessary for identifying and measuring 
its operational risks. This exercise covers the Bank’s business lines and associated critical activities, exposing the Bank 
to operational risks. The Bank is in the process of automation of risk and control self assessment process which is 
expected to be completed during the 2nd quarter of 2011.

4.2 Risks In Pillar II

Pillar II covers key principles of supervisory review and evaluation process which intends not only to ensure that the 
Bank has adequate capital to support all the associated risks, but also requires Bank to develop an Internal Capital 
Adequacy Assessment Plan (ICAAP) and setting internal capital targets that commensurate with the Bank’s risk profile 
and control environment. ICAAP requires assurance that the Bank has adequate capital to support its risks beyond the 
core minimum requirements which must not be limited to credit, market and operational risk charges.

4.2.1 Liquidity Risk 

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations associated with financial liabilities 
that are settled by delivering cash and another financial asset. This risk arises from mismatches in the timing of cash 
flows. Funding risk arises when the necessary liquidity to fund illiquid asset positions cannot be obtained at the 
expected terms and when required. 

As an investment bank, the Bank’s operating model has insignificant reliance on short-term liabilities to fund its 
medium and long-term assets. This ensures against a sudden and unanticipated liquidity crisis.

The Bank as a matter of policy regularly reviews and monitors policy limits for its key liquidity ratios, future contractual 
cash flows and any mismatches between the cash flows of assets and liabilities, diversification of funding resources 
and available bank lines, cross currency cash flows requirements and strategy, availability of sufficient liquid assets 
in case of any unforeseeable event, monitoring of receivables and late payments etc. These all factors are strictly 
monitored by Risk Management Department and being further reviewed and discussed regularly by the Assets and 
Liability Committee (ALCO) of the Bank.

For maturity profile of assets and liabilities and key measures used for management of liquidity risk, refer note 30 (b) of 
the consolidated financial statements.

4.2.2 Concentration Risk

Concentration risk is the credit risk arising from not having a well diversified credit portfolio, i.e. being overexposed to 
a single customer, industry sector or geographic region. As per CBB’s single obligor regulations, banks incorporated in 
Bahrain are required to obtain the CBB’s approval for any planned exposure to an individual counterparty, or group of 
closely related counterparties, exceeding 15% of the regulatory capital base. 

In order to avoid excessive concentrations of risk, the Bank’s policies and procedures include specific guidelines to 
focus on maintaining a diversified portfolio. Identified concentrations of credit risks are controlled and managed 
accordingly.

For sectoral classification of assets and liabilities, refer note 26 of the consolidated financial statements.
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4.2.3 Counterparty Credit Risk

Counterparty credit risk is the risk that a counterparty to a contract in the profit rate, foreign exchange, equity and 
credit markets defaults prior to maturity of the contract. The Bank does not enter into any trading positions in foreign 
exchange contracts and also does not engage in proprietary trading of foreign exchange or profit rate derivatives. For 
other credit markets transactions (primarily inter-bank placements), the Bank has established a limit structure based 
on the credit quality (assessed based on external rating) of each counter party bank to avoid concentration of risks by 
counterparties. The Bank is constantly reviewing and monitoring the position to ensure proper adherence to the limits 
and defined policies of the Bank.

4.2.4 Profit Rate Risk In Banking Book

Profit rate risk arises from the possibility that changes in profit rates will affect future profitability or the fair values of 
financial instruments. 

Currently Bank’s assets and liabilities are benchmarked to floating rate indices. The Bank has set policy limits for 
such risk. Quarterly repricing gap analysis is being performed on the portfolio to ensure that the extent of such risk is 
measured and monitored. 

The management of profit rate risk against profit rate gap limits is supplemented by monitoring the sensitivity of the 
Bank’s financial assets and liabilities to various standard and non-standard profit rate scenarios. Standard scenarios 
that are considered include a 200 basis point (bp) parallel fall or rise in all yield curves worldwide. 

An analysis of the Group’s sensitivity to an increase or decrease in the effective profit rates is provided in note 30 (c) of 
the consolidated financial statements.

4.2.5 Equity Risk In Banking Book

The equity risk in the banking book primarily arises from the banks unquoted available-for-sale investments. These 
investments comprise unquoted equity stake in the projects promoted by the Bank and are carried at cost and 
tested for impairment on a regular basis. The intent of such investments is a later stage exit along with the investors 
principally by means of strategic sell outs at the project level. The RMD works alongside the Investment Department 
at all stages of the deal cycle, from pre-investment due diligence to exit, and provides an independent review of 
every transaction. A quarterly investment update report is presented to the Board of Directors by the Investment 
Department.

4.2.6 Displaced Commercial Risk

Displaced Commercial Risk refers to the market pressure to pay returns that exceeds the rate that has been earned on 
the assets financed by the liabilities, when the return on assets is under performing as compared with competitor’s 
rates. 

Currently the Bank is not exposed to any displaced commercial risk. 

4.2.7 Regulatory and Shari’a compliance risk

Regulatory and Shari’a compliance risk is the risk arising from non-compliance with the regulatory guidelines issued 
by the Central Bank Bahrain or the Shari’a principles prescribed by the Bank’s Shari’a Supervisory Board (SSB) or other 
eminent scholars.

The Bank is taking due care to comply with all the regulations. The Bank has adequate internal controls in place 
which include but not limited to adequate training to staff, engagement of third party consultant wherever required, 
pre-approval from regulator wherever necessary, independent internal reviews by risk management department, 
compliance department and internal audit department etc.

The SSB is entrusted with the duty of directing, reviewing and supervising the activities of the Bank in order to ensure 
that they are in compliance with the rules and principles of Islamic Shari’a. The Bank also has a dedicated internal 
Shari’a reviewer who performs an ongoing review of the compliance with the fatwas and rulings of the SSB on 
products and processes and also reviews compliance with the requirements of the Shari’a standards prescribed by 
AAOIFI. The SSB reviews and approves all products and services before launching and offering to the customers and 
also conducts periodic reviews of the transactions of the Bank. An annual audit report is issued by the SSB confirming 
the Bank’s compliance with Shari’a rules and principles.
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4	 Risk management framework (continued)

4.2.8 Legal Risk

Legal risk includes the risk of non-compliance with applicable laws or regulations, the illegality or unenforceability of 
counterparty obligations under contracts and additional unintended exposure or liability resulting from the failure to 
structure transactions or contracts properly. The Bank has a dedicated in-house legal counsel who is consulted on all 
major activities conducted by the Bank. All contracts, documents, etc have to be reviewed by the legal department as 
well. As on the reporting date, the Bank had no material legal contingencies including pending legal actions. 

4.2.9 Other Risks

Other risks include reputational, strategic, fiduciary risks etc. which are inherent in all business and are not easily 
measurable or quantifiable. However, the Bank has proper policies and procedure to mitigate and monitor these risks. 
The Bank’s Board of Directors has overall responsible for approving and reviewing the risk strategies and significant 
amendments to the risk policies. The Bank senior management is responsible for implementing the risk strategy 
approved by the Board of Directors to identify, measure, monitor and control the risks faced by the Bank.

The Bank as a matter of policy regularly reviews and monitors financial and marketing strategies, business 
performance, new legal and regulatory development and its potential impact on the Bank’s business, best corporate 
governance practices and implementation etc. 

4.3 Pillar III

Pillar III complements the other two pillars and focuses on enhanced transparency in disclosure of information by 
the Banks to promote better market discipline. The information to be disclosed covers all areas including business 
performance, capital adequacy, risk management etc. 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 toward more advanced forms of risk management.

In April 2008, the CBB published a paper covering the detailed disclosure requirements to be followed by licensed 
banks in Bahrain to be in compliance with Pillar III under the Basel II frame work. 

5 	Capital Management And Internal Capital Adequacy Assessment Plan (icaap)

5.1 Capital Management

The Bank’s policy is to maintain a strong capital base and also the minimum capital requirements imposed by the CBB, 
so as to maintain investor, creditor and market confidence and to sustain future development of the business. The 
impact of the level of capital on shareholders’ return is also recognised and the Bank recognises the need to maintain 
a balance between the higher returns that might be possible with greater gearing and the advantages and security 
afforded by a sound capital position.

The allocation of capital between specific operations and activities is primarily driven by regulatory requirements. 
The Bank’s capital management policy seeks to maximise return on risk adjusted while satisfying all the regulatory 
requirements. The Bank’s policy on capital allocation is subject to regular review by the Board. 

The Bank ensures that the capital adequacy requirements are met and complied with regulatory capital requirements 
throughout the period. 

5.2 Internal Capital Adequacy Assessment Plan (ICAAP)

The Internal Capital Adequacy Assessment Process (“ICAAP”) is a requirement under Pillar II of Basel II for capital 
management. The objective of the Bank’s ICAAP is to ensure that adequate capital is retained at all times to support 
the risks the Bank undertakes in the course of its business. The Bank’s ICAAP identifies risks that are material to the 
Bank’s business and the regulatory capital that is required to be set aside for such risks. The Bank has implemented 
ICAAP which is monitored on quarterly basis. However, the Bank intends to continue to be conservative and would 
maintain a reasonable buffer over 12% regulatory Capital requirement set by Central Bank of Bahrain.

The Bank recognizes that earnings are the first line of defense against losses arising from business risks and that capital 
is one of the tools to address such risks; also important are establishing and implementing documented procedures, 
defining and monitoring internal limits of the Bank’s activities/exposures, strong risk management, compliance and 
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internal control processes as well as adequate provisions for credit, market and operational losses. However since 
capital is vital to ensure continued solvency, the Bank’s objective is to maintain sufficient capital such that a buffer 
above regulatory capital adequacy requirements is available to meet risks arising from fluctuations in asset values, 
business cycles, expansion and future requirements.

The Bank seeks to achieve the following goals through the implementation of its ICAAP framework:

•	 Meet the regulatory capital adequacy requirement and maintain a prudent buffer

•	 Generate sufficient capital to support overall business strategy

•	 Integrate capital allocation decisions with the strategic and financial planning process

•	 Enhance Board and senior management’s ability to understand how much capital flexibility exists to support the 
overall business strategy

•	 Enhance the Bank’s understanding on capital requirements under different economic and stress scenarios; and

•	 Build and support the link between risks and capital and align performance to these.

As an internal target ratio, the Bank will seek to maintain its internal capital adequacy computed under ICAAP (after 
considering all identified material risks, including those not considered under Pillar 1) at a minimum level of 100% of 
the minimum Basel II Pillar 1 regulatory capital adequacy ratio stipulated by the CBB. Currently, the CBB has fixed a 
minimum Capital Adequacy Ratio of 12% and a trigger ratio of 12.5% for all locally incorporated banks in Bahrain. 
The Bank will monitor the ICAAP capital adequacy ratio against an internal trigger ratio which will be higher than 
the minimum prescribed ratio based on additional risk charges for risks not addressed in Pillar I. If the ICAAP capital 
adequacy ratio reaches the internal trigger ratio, the Bank will initiate action to reduce its risk or increase capital before 
the target ratio is breached.

6 	Regulatory Capital Requirements and Capital Base

6.1 Capital Adequacy Computations

The prime objective of the Bank’s capital management is to ensure compliance with all the prudential requirements 
and to maintain healthy capital ratios in order to effectively support its business and to maximize shareholders’ value. 

The Bank’s regulator CBB sets and monitors capital requirements for the Bank as a whole (i.e. at a consolidated level). 
In implementing current capital requirements CBB requires the Bank to maintain a prescribed ratio of 12% of total 
capital to total risk-weighted assets. Banking operations are categorised as either trading book or banking book, and 
risk-weighted assets are determined according to specified requirements that seek to reflect the varying levels of risk 
attached to assets and off-balance sheet exposures. The CBB also requires banks incorporated in Bahrain to maintain a 
buffer of 0.5 per cent above the minimum capital adequacy ratio.

During 2010, the Bank was in compliance with the capital limits set by the regulator for the Bank. The Bank’s capital 
adequacy ratio as at 31 December 2010 was:

USD’000’

Total eligible capital

Credit risk weighted assets 232,672 

Market risk weighted assets  11,206 

Operational risk weighted assets  100,617 

Total risk weighted assets  344,495 

Eligible capital 140,793

Capital adequacy ratio 40.87%
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6	 Regulatory Capital Requirements and Capital Base (continued)

6.2 Capital Base

The following table shows the breakdown of the total available capital for the as at 31 December 2010:

Tier 1 capital Tier 2 capital
USD’000’

Total eligible capital

Share capital 200,000  - 200,000

Statutory reserves 5,801  - 5,801

Accumulated losses (50,860)  - (50,860)
Total Capital 154,941  - 154,941

Deduction:

Excess amount over maximum permited large exposure 
limit (14,148)  - (14,148)

Total Eligible Capital 140,793  - 140,793

Regulatory capital consists of Tier 1 capital (core capital) and Tier 2 capital (supplementary capital). Tier 1 comprises 
share capital, share premium, retained earnings, statutory reserves and minority interests less goodwill. Tier 2 capital 
includes current interim profits and assets revaluation reserves. In accordance with the Central Bank of Bahrain’s Basel 
II capital adequacy framework, any exposure to an individual counterparty which exceeds 15% of the Capital Base of 
the Bank need to be deducted from the eligible capital of the Bank. The Bank has accordingly deducted USD 14.148 
million from its eligible capital, being excess over 15% of the Capital Base invested in project promoted and managed 
by the Bank. This exposure has been approved by CBB in February 2010 for a period 10 months till November 2010. 
The Bank is currently seeking extension for this exposure from CBB.

6.3 Regulatory Capital Requirements For Credit Risk

To assess its capital adequacy requirements in accordance with the capital adequacy module for Islamic Banks, the 
Bank adopts the Standardized Approach for its Credit Risk. According to standardized approach, on and off balance 
sheet credit exposures are assigned to various defined categories based on the type of counterparty or underlying 
exposure. The main relevant categories are claims on banks, claims on investment firms, investment in equities, 
holdings in real estate, claims on corporate portfolio and other assets. Risk Weighted Assets are calculated based on 
prescribed risk weights by CBB relevant to the standard categories and counterparty’s external credit ratings, where 
available. The Bank uses the ratings of Standard & Poor’s, Fitch and Moody’s ratings for such counterparties. However, 
preferential risk weight of 20% is used which is applicable to short term claims on locally incorporated banks where 
the original maturity of these claims are three months or less and these claims are in Bahraini Dinar or US Dollar.

Following is the analysis for credit risk: 
USD’000’

Funded
expsoure

Unfunded
expsoure

Gross
exposure

Risk
weighted

Assets
Capital

requirement

Cash 4  - 4 - -

Claims on banks 39,354  - 39,354 7,871 945
Claims on Corporates including Takaful 
Companies & Category 3 Investment Firms 1,254  - 1,254 1,254 150
Investments in Securities and Sukuk 6,571  - 6,571 9,857 1,183

Holding of Real Estate (indirect holding) 44,855  - 44,855 89,710 10,765

Holding of Real Estate (direct holding) 63,115  - 63,115 112,167 13,460

Other Assets and Specialized Financing 11,813  - 11,813 11,813 1,418

166,966 - 166,966 232,672 27,921
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The classification of assets is in accordance with the Capital Adequacy Module of the CBB.

The Bank does not finance its assets using unrestricted investment accounts and hence all credit exposures are self-
financed exposures. 

The Bank’s concentration of funded and unfunded exposures is limited to GCC countries.

6.4 Regulatory Capital Requirements For Market Risk

To assess its capital adequacy requirements in accordance with the CBB capital adequacy module for Islamic Banks, the 
Bank adopts the Standardized Approach for its Market Risk.

Market risk charge consists of equity position risk and foreign exchange risk charges. Specific market equity risk charge 
is computed at the rate of 8% on gross equity positions for each country or market. General market equity risk charge 
is computed based on 8% of the overall net position in each equity market.

Foreign exchange risk charge is computed based on 8% of overall net open foreign currency position of the Bank.

The market risk charge and foreign exchange risk charge is multiplied by 12.5 to evaluate market risk weighted assets. 

Following is the computation of market risk charge:

USD’000’

Risk weighted assets Capital requirement

Maximum Minimum Closing Maximum Minimum Closing

Foreign Exchange Risk Charge 17,462 10,655 10,655 2,095 1,279 1,279

Market Risk Charge

Specific 276 234 276 33 28 33

General 276 234 276 33 28 33

18,014 11,123 11,207 2,162 1,335 1,345

6.5 Regulatory Capital Requirements For Operational Risk

The Bank adopts the Basic Indicator Approach to evaluate Operational Risk Charge in accordance with the CBB capital 
adequacy module for Islamic Banks. According to this approach, Bank’s average gross income for three past financial 
years is multiplied by a fixed coefficient alpha which is 15% set by CBB. The Bank has calculated the operational risk 
charge based on the audited results of the years 2007(annualized) 2008 and 2009.

The Bank’s Operational risk weighted assets and operation capital requirement as at 31 December 2010 under Basic 
Indicator Approach was:

USD’000’

Amount

Gross income (average of three years) 53,662
Operational Risk Weighted Assets 100,617

Capital Requirement 12,074
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7 	Quantitative Disclosures for Credit Risk

7.1 Gross Credit Exposures

The gross and average gross credit exposure are as follow:

Gross credit
expsoure

USD’000’ 
Average Gross credit 

expsoure

On balance sheet items: 
Bank balances 41 32

Placements with financial institutions 39,312 36,646

Available for sale investments 59,002 70,593

Investment designated for fair value through profit and loss 5,133 4,633

Investment in joint ventures 1,438 447

Other assets 1,262 2,316
106,188 114,667

The average balances are based on month end average balances during the year 2010.

7.2 Industry Concentration

The industry concentration of credit exposures are as follows:

USD’000’
Financial 

institutions
Real estate and 

construction Others Total

On balance sheet items: 
Bank balances 41 - - 41
Placements with financial and other institutions 39,312 - - 39,312
Available for sale investments - 59,002 - 59,002
Investment designated for fair value through profit and loss - - 5,133 5,133
Investment in joint ventures - 499 939 1,438
 Other assets - 121 1,141 1,262

39,353 59,622 106,188

7.3 Geographic Concentration

The Bank’s concentration exposure as at 31 December 2010 is limited to GCC countries.

7.4 Credit Exposure By Internal Rating 

The analysis of credit exposures by internal rating is as follows:

USD’000’
Rating
A to B

Rating
C to E

Rating
F (Unrated) Total

On balance sheet items: 
Financial institutions 38,117 19 1,217 39,353

Corporates - - 66,830 66,830

Others - - 5 5

38,117 19 68,052 106,188
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7.5 Credit Exposure by Residual Maturity 

The analysis of credit exposures by residual maturity is as follows:

USD’000’

Up to
3 months

Over
3 months to

6 months

Over
6 months to

1 year

Over
1 year to

3 years
Over

3 years Total

On balance sheet items: 
Bank balances 41 - - - - 41
Placements with financial institutions 39,312 - - - - 39,312
Available for sale investments - 8,000 - 51,002 - 59,002
Investment designated for fair value 
through profit and loss 5,133 - - - - 5,133
Investment in joint ventures - - - 1,438 - 1,438
Other assets 880 - 382 - - 1,262

45,366 8,000 382 52,440 - 106,188

7.6 Restructured/ Renegotiated Exposures

The Bank did not restructure or renegotiate any exposures as at 31 December 2010.

7.7 Exposure On Highly Leveraged Counterparties

The Bank has no exposure to highly leveraged and other high risk counterparties as per definition provided in the CBB 
rule book PD 1.3.24.

7.8 Related Party Transactions

Related counterparties are those entities which are connected to the Bank through significant shareholding or control 
or both. The Bank has entered into business transactions with such counterparties, and all such transactions have 
been done on commercial terms that bring no disadvantage to the Bank. For the purpose of identification of related 
parties, the Bank follows the guidelines issued by Central Bank of Bahrain. For details on related party transactions and 
balances, refer note 20 to the consolidated financial statements.

7.9 Exposure in excess of 15% Of Capital Base

Single exposures in excess of 15 % of the Bank’s capital base on individual counterparties require prior approval of 
CBB and are subject to prudential deduction treatment unless considered as exempt. As on date of balance sheet the 
Bank has a restricted investment account exposure amounting to USD190Million; this restricted investment account is 
specific in relation to a project promoted by the Bank and was part of the overall investment structure and is exempt 
as per CBB rules.

Exposure exceeding single exposure limit as of 31 December 2010 to a corporate counterparty was USD37.389 Million 
for which Bank has obtained approval from Central Bank of Bahrain. The Bank has deducted USD14.148Million from 
its eligible capital, being excess over 15% of the Capital Base.

7.10 Asset quality and Past Due Exposures

The analysis of asset quality and past due exposures are as follows:

USD’000’
Banks and Financial

Institutions
Other Financial

Assets

Neither past due not impaired 39,353 -
Past due but not impaired - -
Individually impaired - 22,876
Investment in joint ventures - -

3 9,353 2 2,876
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7	 Quantitative Disclosures for Credit Risk (continued)

7.11 Counterparty Credit Risk

Counterparty credit risk is the risk that a counterparty to a contract in the profit rate, foreign exchange, equity and 
credit markets defaults prior to maturity of the contract. The Bank does not enter into any trading positions in foreign 
exchange contracts and also does not engage in proprietary trading of foreign exchange or profit rate derivatives. For 
other credit markets transactions (primarily inter-bank placements), the Bank has established a limit structure based 
on the credit quality (assessed based on external rating) of each counter party bank to avoid concentration of risks by 
counterparties. The Bank is constantly reviewing and monitoring the position to ensure proper adherence to the limits 
and defined policies of the Bank.

8 Other Disclosures

8.1 External Communication

The Bank communicates with its customers and stakeholders through various channels. Information on developments, 
financial results, new products or any updates of existing products are placed on the Bank’s website www.
gbcorponline.com and/or published in the media as well. Product details are also disseminated to customers and other 
interested parties through prospectus, brochures, and/or periodic investment updates.

8.2 Complaint Handling

The Bank takes disputes and complaints from all customers very seriously. These have the potential for a breakdown 
in relationships and can adversely affect the Bank’s reputation. Left unattended these can also lead to litigation 
and possible censure by the regulatory authorities. The Bank has a comprehensive policy on handling of external 
complaints, approved by the Board. All employees of the Bank are aware of and abide by this policy.

8.3 Unrestricted Investment accounts

Currently, the Bank does not offer any unrestricted investment accounts.

8.4 Restricted Investment accounts

The Bank does not currently offer Restricted Investment Accounts (“RIAs”) as normal product offering. The RIA as 
at the reporting date is specific in relation to a project promoted by the Bank and was part of the overall investment 
structure. The Bank is aware of its fiduciary responsibilities in management of the RIA investments and has clear 
policies on discharge of these responsibilities. For further details on RIA balances and policies refer to the consolidated 
financial statements.




