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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

IN RE: 
 
ARCAPITA BANK B.S.C.(C), et al., 

Reorganized Debtors. 

Chapter 11 

Case No. 12-11076 (SHL) 

Confirmed    
 

KHALID AHMED A. BAESHEN, OSAMA AHMED 
A. BAESHEN, SAHAR AHMED A. BAESHEN, and 
SUMAYYA AHMED A. BAESHEN 
 

Plaintiffs, 
 

v. 
 
ARCAPITA BANK B.S.C.(C), ARCAPITA 
INVESTMENT HOLDINGS LIMITED, ARCAPITA 
LT HOLDINGS LIMITED, WINDTURBINE 
HOLDINGS LIMITED, AEID II HOLDINGS 
LIMITED, and RAILINVEST HOLDINGS LIMITED 

Defendants. 

 

Adversary No.  

 

 
 

COMPLAINT OF KHALID AHMED A. BAESHEN, OSAMA AHMED A. BAESHEN, 
SAHAR AHMED A. BAESHEN, AND SUMAYYA AHMED A. BAESHEN FOR                       

(1) A DECLARATORY JUDGMENT THAT CERTAIN FUNDS IN THE 
REORGANIZED DEBTORS’ POSSESSION ARE NOT PROPERTY OF THE 
REORGANIZED DEBTORS’ ESTATES AND (2) AN ORDER COMPELLING 

REORGANIZED DEBTORS TO TURN OVER SUCH FUNDS 
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Mr. Khalid Ahmed A. Baeshen, Mr. Osama Ahmed A. Baeshen, Mrs. Sahar Ahmed A. 

Baeshen, and Mrs. Sumayya Ahmed A. Baeshen (collectively, the “Baeshens” or “Plaintiffs”), 

by and through their undersigned counsel, file this adversary complaint (the “Complaint”) 

pursuant to 28 U.S.C. § 959(b), 28 U.S.C. § 2201, 28 U.S.C. § 2202, 11 U.S.C. § 541(d), and 

Federal Rule of Bankruptcy Procedure 7001 for a judgment (1) declaring that certain funds 

rightfully owned by Plaintiffs but in the possession and control of the Reorganized Debtors (as 

defined below) are not property of the Debtors’ estates and never vested with the Reorganized 

Debtors; (2) compelling the Reorganized Debtors to turn over all such funds; and (3) awarding 

Plaintiffs prejudgment interest calculated at nine percent (9%) per annum pursuant to section 

5001(a) of the New York Civil Practice Law and Rules.   

In further support of the Complaint, the Plaintiffs respectfully allege as follows:  

NATURE OF THE ACTION 

1. This Complaint seeks the return of cash properly belonging to Plaintiffs in the 

possession and control of one or more of Arcapita Bank B.S.C.(c), Arcapita Investment Holdings 

Limited, Arcapita LT Holdings Limited, Windturbine Holdings Limited, AEID II Holdings 

Limited, and Railinvest Holdings Limited, (formerly the “Debtors” and presently and 

collectively, the “Reorganized Debtors” or “Defendants”) in the above-captioned chapter 11 

cases pending before this Court.    As set forth below, pursuant to applicable Bahraini law,1 the 

Debtors never held a legal or equitable interest in the Plaintiffs’ Funds (defined below), and 

accordingly the Funds are not “property of the estate” for purposes of section 541 of the 

Bankruptcy Code, 11 U.S.C. § 541(d).   

 

                                                 
1 Pursuant to Rule 44.1 of the Federal Rules of Civil Procedure, this statement gives notice of the Plaintiffs’ intent to 
raise an issue concerning the laws of a foreign country.   
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Plaintiffs’ Mudarib Accounts with Arcapita 

2. Pursuant to four nearly identical agreements with Arcapita Bank B.S.C.(c) 

(formerly, “First Islamic Investment Bank” or “First Islamic” and presently “Arcapita”), 

Plaintiffs placed money for investment purposes in four separate bank accounts (each a 

“Mudarib Account” and, collectively, the “Mudarib Accounts”) at Arcapita.  

3.  The Mudarib Accounts are governed by the First Islamic Application and 

Agreement for the Opening of an Investment Account (attached hereto as Exhibit A, the “First 

Islamic IA Agreement”) and the Arcapita Application and Agreement for the Opening of an 

Investment Account (attached hereto as Exhibit B, the “Arcapita IA Agreement”) (collectively, 

the “IA Agreements”).    

4. The Arcapita IA Agreement explicitly provides that the relationship between 

Osama Baeshen, Sahar Baeshen, and Sumayya Baeshen on the one hand, and Arcapita, on the 

other hand, was and is governed entirely by the laws of the Kingdom of Bahrain.  The First 

Islamic IA Agreement similarly provides that the relationship between Khalid Baeshen and 

Arcapita “shall be governed by and construed in accordance with the laws of Bahrain to the 

extent such laws are not inconsistent with the laws of Islamic Shari’ah.”  The IA Agreements 

expressly provide that investors, like Plaintiffs here, may call their balances, or parts thereof, in 

their investment accounts upon written notice to Arcapita at any time.  

5. The IA Agreements provided that Arcapita acted as a “mudarib,” or investment 

manager, with respect to the Plaintiffs’ placement of funds in the Mudarib Accounts.  Such an 

arrangement is commonly referred to in Islamic finance as a “Mudarabah” transaction.    

6. “Mudarabah” is a kind of discretionary investment management arrangement 

where one party gives money to another for investing in a commercial enterprise. The capital 
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investment comes from the first party, who is called the "rabb-ul-mal," while the management 

and work is the exclusive responsibility of the other party, who is called the "mudarib.”  Profits 

generated are shared between the parties according to a pre-agreed ratio.  If there is a loss, the 

first party will lose his capital, and the "mudarib" party will lose the time and effort invested in 

the project.  For the transactions at issue, Plaintiffs are the "rabb-ul-mal" and Arcapita the 

“mudarib.”    

7. Mudarabah contracts do not grant the mudarib a beneficial interest in the invested 

funds at the time of investment.  Under Mudarabah contracts such as the IA Agreements here, 

investors retain title to their investments unless and until invested in or with third parties.  To the 

extent those investments are profitable, investors such as the Plaintiffs here would share in the 

upside with Defendants, and, if the investments decreased in value, Plaintiffs would bear the 

loss.  However, and most critically, Plaintiffs only bore the risk of loss for capital actually 

deployed by the “mudarib.”  Here, some of the Plaintiffs funds were never deployed by 

Arcapita.  Therefore, the Debtors and now the Reorganized Debtors have appropriated Plaintiffs’ 

non-invested cash to use as their own in violation of the IA Agreements and governing Bahraini 

law. 

8. Under the IA Agreements and applicable Bahraini law, title to the monies placed 

in the Mudarib Accounts remained with Plaintiffs unless and until invested by Defendants on 

behalf of Plaintiffs.  Of the $10,262,597.36 placed by Plaintiffs in the Mudarib Accounts, at least 

$3,012,223.55 in various currencies was still or should have been in the Plaintiffs’ Mudarib 

Accounts as of the Petition Date (as defined below).  This sum consists of $1,090,218.76 placed 

by Osama Baeshen, $1,208,376.94 placed by Khalid Baeshen, $335,665.91 placed by Sumayya 

Baeshen, and $377,961.94 placed by Sahar Baeshen into four investment accounts in which 
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Arcapita acted as “mudarib,” or investment manager. 

The Rights Offering Investments 

9. As a result of a cancelled rights offering in which the Plaintiffs participated with 

Arcapita (the “Rights Offering”), an additional $452,568.00 remained in the Debtors’ possession 

on the Petition Date, consisting of $359,298, $46,635 and $46,635 placed by Khalid Baeshen, 

Sumayya Baeshen, and Sahar Baeshen, respectively (collectively, the “Rights Offering 

Investment”).  The documents governing the Rights Offering, like those governing the Mudarib 

Accounts, also establish a “mudarib” relationship with Arcapita.  

10. As a matter of governing Bahraini and Shari’ah law, Arcapita acted as a mudarib 

in connection with its possession of Plaintiffs’ Rights Offering Investment.  As set forth below, 

title to the Rights Offering Investment never passed from Plaintiffs to Defendants because at the 

time those investments were made, the shares contemplated by the Rights Offering did not yet 

exist, a critical pre-condition to the passage of title from Plaintiffs to Defendants under 

applicable Bahraini law.  Therefore, as of the Petition Date, title to the Rights Offering 

Investment remained with Plaintiffs, and Arcapita is obligated to return those funds to Plaintiffs 

because they never constituted property of the Debtors’ estates.   

RELIEF SOUGHT 

11. Between the Plaintiffs’ Mudarib Accounts and the Rights Offering Investment, a 

total of $3,464,791.55 (collectively, the “Funds”) is listed as owed to Plaintiffs on the Debtors’ 

schedules and is not disputed.  What is disputed, and forms the current justiciable controversy, is 

who holds the rightful ownership interest to the Funds.   

12. The Debtors’ confirmed and effective plan of reorganization (the “Plan”) 

expressly provides that only the Debtors’ “Assets” vest with the Reorganized Debtors.  The Plan 
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defines “Assets” as “all property wherever located in which any of the Debtors holds a legal or 

equitable interest, including all property described in section 541 of the Bankruptcy Code.” 

(emphasis added).  Pursuant to applicable Bahraini law, the Debtors never held a legal or 

equitable interest in the Funds such that the Funds are not included within the definition of 

“property of the estate” under section 541 of the Bankruptcy Code. 

13. Rather than returning the Funds to the Plaintiffs as required by Bahraini law and 

the relevant agreements, on information and belief, Defendants used the Funds to finance their 

chapter 11 cases and/or intend to use the Funds to make distributions to creditors in 

contravention of governing Bahraini law and 28 U.S.C. § 959(b). 

14. Defendants’ appropriation of Plaintiffs’ Funds in contravention of applicable 

Bahraini law runs afoul of section 541 of title 11 of the United States Code, (the “Bankruptcy 

Code”) and forms the basis for the declaratory relief sought herein.   

15. Accordingly, Plaintiffs seek a judgment (1) declaring that the Funds are not 

property of the Debtors’ estates and never vested with the Reorganized Debtors; (2) compelling 

the Reorganized Debtors to turn over the Funds; and (3) awarding Plaintiffs prejudgment interest 

calculated at nine percent (9%) per annum pursuant to section 5001(a) of the New York Civil 

Practice Law and Rules.  

PARTIES 

16. The Plaintiffs are Saudi citizens with mailing addresses in Jeddah, Kingdom of 

Saudi Arabia. 

17. Defendant Arcapita is a Bahrain closed joint stock company and corporate parent 

to the other Defendants.  

18. Defendant Arcapita Investment Holdings Limited is a Cayman Islands exempt 
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company formed for the purpose of holding Arcapita’s ownership interests in its investments. 

19. Defendant Arcapita LT Holdings Limited is a Cayman Islands exempted 

company.   

20. Defendant Windturbine Holdings Limited is a Cayman Islands exempted 

company. 

21. Defendant AEID II Holdings Limited is a Cayman Islands exempted company.  

22. Defendant Railinvest Holdings Limited is a Cayman Islands exempted company. 

JURISDICTION AND VENUE 

23. This Court has jurisdiction over this adversary proceeding pursuant to 28 U.S.C. 

§§ 157(b)(1), 1334, 2201, and 2202. 

24. This is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A) and (O) and is 

commenced under Rules 7001(1), (2) and (9) of the Federal Rules of Bankruptcy Procedure. 

Pursuant to Local Rule 7008-1, Plaintiffs consent to the entry of final orders or judgment by the 

bankruptcy judge if it is determined that the bankruptcy judge, absent consent of the parties, 

cannot enter final orders or judgment consistent with Article III of the United States 

Constitution. 

25. Venue is proper in this District pursuant to 28 U.S.C. §§ 1408 and 1409. 

FACTUAL BACKGROUND 
 

26. Arcapita was founded in 1996 as a Shari’ah-compliant alternative investment 

vehicle and investment bank.  Shari’ah, in its most basic sense, is the bedrock of Islamic 

jurisprudence and is derived from the Quran and the Sunnah, which in turn are based on the 

teachings and practices of the Islamic prophet Muhammad in conjunction with the Quran.  Thus, 

Arcapita’s activities and its relationship with its customers are governed by the laws of the 
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Kingdom of Bahrain as viewed through the lens of Shari’ah.  In fact, the Central Bank of 

Bahrain (the “CBB”), the Defendants’ chief regulator, expressly differentiates between what it 

calls “Conventional Banks” and “Islamic Banks.”  Bahraini law requires transactions with 

Islamic Banks, such as Arcapita, to be governed by Islamic Shari’ah principles.   

27.   At all times relevant hereto, it was the legitimate expectation of the Plaintiffs 

that funds in the Mudarib Accounts would be treated in compliance with both Bahraini banking 

law and Shari’ah.  So long as doing so does not contravene Bahraini public policy, Bahraini 

courts are required to apply the law agreed to by the parties when interpreting and enforcing 

contracts.  In this case, the Plaintiffs expressly sought the protections of the laws of the Kingdom 

of Bahrain and Islamic Shari’ah through their agreements with Arcapita. 

28. Arcapita is headquartered in Bahrain and on information and belief has no 

significant presence in the United States other than an office in Atlanta, Georgia and certain 

assets in the United States.  On information and belief, the Atlanta office played only a very 

minor role in Arcapita’s operations.    

29. Arcapita is regulated under an Islamic wholesale banking license issued by the 

CBB, which is responsible for maintaining monetary and financial stability in Bahrain. 

The Investment Accounts 
 

30. Plaintiffs and Arcapita entered into the IA Agreements, pursuant to which 

Plaintiffs placed a total of $10,262,597.36 with Arcapita (the “Original Placement”) subject to 

Arcapita’s appointment as “Mudarib.”   

31. Of the Original Placement, $3,012,223.55 (the “Undeployed Placement”) was 

never invested by Arcapita and was instead maintained in the Mudarib Accounts as cash 

denominated in various foreign currencies.   
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32. At all times relevant hereto, Plaintiffs maintained the Mudarib Accounts at 

Arcapita pursuant to the terms of the IA Agreements. 

33. The IA Agreements contemplate that Arcapita, as Mudarib, would be “appointed 

to be the Attorney-in-Fact of the Investor to do all acts with respect to transactions and 

investments…as fully as the [Plaintiffs] could do [themselves]…” 

34. Paragraphs twenty-four and twenty-five of the IA Agreements provide that 

“Assets underlying Investment Accounts are invested and managed in strict conformity with the 

provisions of Islamic Shari’ah,” and that the IA Agreements “shall be governed by and construed 

in accordance with the laws of the Kingdom of Bahrain.”   

35. The Mudarabah transaction contemplated by the IA Agreements consist of two 

separate relationships: one in which Arcapita, as the mudarib, acted as an expert for Plaintiffs, 

providing specialized insight and ability, and another in which Arcapita acted as the Plaintiffs’ 

asset manager, with duties to represent the Plaintiffs and manage their investments.  Where a 

mudarib registers funds or assets in its name, the mudarib is merely a custodian and title does not 

pass from the investor to the mudarib.  On information and belief, Arcapita registered the funds 

in the Mudarib Accounts in its name. 

36. Under Bahraini law and as recognized in standards issued by the Accounting and 

Auditing Organization for Islamic Financial Institutions, Arcapita, in its capacity as mudarib for 

the Plaintiffs, retained the authority and duty to safeguard the funds or place them in the custody 

of a trustworthy person or entity whenever appropriate, all of for the benefit of Plaintiffs.   

37. Bahraini banking laws and regulations explicitly set forth a fiduciary relationship 

between a Mudarib and investors such as the Plaintiffs.  Article 4 of the Central Bank of Bahrain 

Resolution No. 23 of 2009 on Definition of Deposits provides that funds received from an 
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investor for Mudaraba transactions are not considered “deposits” to which title transfers away 

from the investor once the funds are placed with the mudarib.  Instead, title to funds invested 

with a mudarib remains with the investor unless or until they are invested in accordance with the 

governing agreements and law.  

38. In contravention of this Court’s order (the “Confirmation Order”) confirming the 

Debtors’ Plan, the Debtors (now the Reorganized Debtors) have appropriated the funds in the 

Mudarib Accounts for distribution to Defendants’ creditors, in violation of the IA Agreements, 

Shari’ah law and Bahraini law, including Central Bank of Bahrain Resolution No. 23 of 2009 as 

well as 28 U.S.C. § 959(b). 

The Rights Offering 

39. In December 2010, Arcapita attempted the Rights Offering under which its then-

current shareholders, including Plaintiffs Khalid Baeshen, Sumayya Baeshen, and Sahar 

Baeshen, were given the opportunity to purchase up to 1,666,667 shares (the “Shares”) in 

Arcapita in exchange for a total capital infusion $500 million.   

40. The Plaintiffs placed $452,568.00 with Arcapita in response to Arcapita’s 

solicitation to participate in the Rights Offering. 

41. Arcapita ultimately accepted subscriptions from investors for 27.7 million Shares 

and received $83.1 million in subscription proceeds for the Rights Offering. 

42. On information and belief, the Rights Offering was abandoned sometime in 2012 

with no Shares ever having been created or issued by Arcapita. 

43. Under the Bahraini Commercial Companies Law, the prerequisites for 

consummating the Rights Offering included obtaining approval of the capital increase from 

Arcapita’s shareholders and board of directors at an extraordinary general assembly meeting, 
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obtaining clearance of the rights subscriptions from the Ministry of Industry and Commerce and 

the CBB, updating the share register, and issuing the share certificates.  On information and 

belief, Arcapita failed to satisfy one or more of the required prerequisites and the Shares were 

never issued.   

44. The subscription agreement (the “Subscription Agreement”) controlling the 

relationship between Arcapita and the subscribers to the Rights Offering, including Plaintiffs 

Khalid Baeshen, Sumayya Baeshen, and Sahar Baeshen, is governed by, and construed in 

accordance with, the laws of the Kingdom of Bahrain.  

45. The private placement memorandum (the “Rights Offering Memorandum”) under 

which Arcapita solicited investments from Plaintiffs Khalid Baeshen, Sumayya Baeshen, and 

Sahar Baeshen is incorporated into the Subscription Agreement by reference.  A copy of the 

Rights Offering Memorandum (including a copy of the Subscription Agreement) is attached 

hereto as Exhibit C. 

46. The Rights Offering Memorandum provides that all funds received by Arcapita 

with respect to the Rights Offering “shall be initially invested in an Islamically acceptable profit-

bearing account at Arcapita,” and that “if the Rights Issue is terminated by the Bank, then the 

shareholder will be notified and all such affected subscription amounts, together with any profits 

accruing thereon, shall be credited to the investment account of the shareholder at the Bank 

pending receipt of further instructions from such shareholder.”   

47. Arcapita only informed investors after the Petition Date that the Rights Offering 

did not close prior to the Debtors’ bankruptcy filing.  On information and belief, the Rights 

Offering was never formally terminated in accordance with Bahraini law. 

48. Under the governing agreements and applicable Bahraini law, the cash maintained 
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in the Plaintiffs’ investment accounts and allocated to the Rights Offering never converted to 

equity interests in Arcapita, because Arcapita never caused the Shares to come into existence.  

49. One of the conditions for a valid sale under Shari’ah law is that the object of the 

sale is presently in existence and owned by the seller at the time the purchaser pays for the 

assets.  Here, on information and belief, the Shares did not exist at the time of the Rights 

Offering Investment and were never issued by Arcapita.  Because Arcapita solicited and 

accepted funds from Plaintiffs to purchase Shares that never existed, the Subscription Agreement 

operated under Bahraini and applicable Shari’ah law to require Arcapita to safeguard the Rights 

Offering Investment, and the Rights Offering Investment never formed part of Arcapita’s capital 

account.  As a result, Arcapita never took title to the Rights Offering Investment, which was and 

remains the Plaintiffs’ property. 

50. Accordingly, the Debtors (now the Reorganized Debtors) have appropriated the 

Rights Offering Investment for distribution to Defendants’ creditors, in violation of the Rights 

Offering Memorandum, applicable Shari’ah and Bahraini law and 28 U.S.C. § 959(b). 

The Debtors’ Bankruptcy Cases 

51. Under Bahraini law, an insolvent financial institution is required to immediately 

cease operations unless otherwise agreed in writing by the CBB.  Furthermore, where foreign 

judgments, such as an order of a foreign bankruptcy court, are issued in matters relating to 

Bahraini operations, such judgments are required to adhere to Article 252 of the Bahrain Civil 

and Commercial Procedures Act, which requires an application for an order of enforcement from 

the Bahraini High Court.  On information and belief, no written agreement was ever entered into 

by Arcapita and the CBB modifying the default rule that Arcapita be immediately liquidated.  As 

of September 30, 2013, the CBB register of entities holding Wholesale Islamic Banking Licenses 
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and thus considered “active” under Bahraini law listed Arcapita as “active” despite the fact that 

Arcapita has been subject to insolvency proceedings before this Court for more than a year.   

52. As an admittedly insolvent company, Arcapita was required to initiate bankruptcy 

proceedings in Bahrain within 30 days of being unable to meet its debt obligations as they came 

due.  Upon the initiation of such proceedings, an administrator would have been appointed to 

liquidate Arcapita’s assets and distribute them to investors and creditors in accordance with 

applicable Bahraini law. 

53. Under Article 32 of the Bahrain Bankruptcy and Composition Law, “the bankrupt 

may not leave the country except with a permission of the bankruptcy judge.”  Upon request of a 

petitioning creditor, this prohibition extended to Arcapita’s directors, some of whom, on 

information and belief, are domiciled and/or have traveled outside of Bahrain since the Petition 

Date. 

54. Before the Petition Date, certain of Arcapita’s creditors initiated an involuntary 

liquidation proceeding against the Debtors in the Cayman Islands (the “Cayman Action”). 

55. On information and belief, Arcapita was insolvent for purposes of Bahraini law 

before the Petition Date, based on its imminent default on a $1.1 billion syndicated credit facility 

and the initiation of the Cayman Action.  Faced with the prospect of immediate liquidation and 

other consequences in Bahrain, Arcapita and its affiliated Debtors sought refuge in the United 

States by filing petitions for relief under chapter 11 of the bankruptcy Code on March 18, 2012 

(the “Petition Date”), and April 30, 2012, respectively, in contravention of the Bahrain 

Bankruptcy Law. 

56. In its bankruptcy proceeding in the United States, the Debtors admitted their 

inability to pay their debts as they came due. 
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57. Despite admitting its insolvency, on information and belief, Arcapita remains 

listed as “active” on Bahrain’s Commercial Commerce Registry in contravention of Bahraini 

law. 

The Plaintiffs’ Claims in the Bankruptcy Case and the Debtors’ Plan of Reorganization 

58. Out of an abundance of caution, Plaintiffs filed proofs of claim (the “Proofs of 

Claim”) for the value of the Mudarib Account funds on August 28, 2012.  In filing the Proofs of 

Claim, the Plaintiffs reserved all rights and causes of action, including, without limitation, the 

right to bring causes of action that the claimants may have against the Debtors.   

59. On February 4, 2013, Arcapita amended Schedule F of its Bankruptcy Petition to 

reflect claims related to the Rights Offering.  The Plaintiffs’ Rights Offering Investments were 

listed by Defendants in the aggregate of $452,568.00 as an unsecured non-priority claim. 

60. The Debtors’ Amended Schedule B lists $147,392,939.10 in checking, saving, 

and other financial accounts as assets purportedly belonging to the Debtors.  Upon information 

and belief, the Debtors are including the Funds within that sum and intend to use the Funds to 

satisfy payment obligations owed to creditors under the Plan.   

61. On February 8, 2013, the Debtors filed a plan of reorganization (the “First Plan”) 

under which the Undeployed Placement was classified as a general unsecured claim but claims 

pertaining to the Rights Offering were treated as subordinated claims.    

62. On April 23, 2013 the Debtors filed an Omnibus Response to Objections to the 

Debtors’ Disclosure Statement and Voting Procedures (ECF No. 1017) (the “Omnibus 

Response”).  The Omnibus Response replied in part to an objection (the “SCB Objection”) filed 

by Standard Chartered Bank (“SCB”).  The SCB Objection claimed that the First Plan purported 

to use SCB’s “trust property” to fund the First Plan, and that this “trust property” was not 
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property of the Debtors’ estates.  The Debtors replied that the legal and factual basis supporting 

the Debtors’ position that SCB’s “trust property” was property of the Debtors’ estates “would be 

set forth in the Debtors’ Confirmation Brief.”  (Omnibus Response at p. 36) 

63. On April 25th, 2013, the Debtors filed a Second Amended Plan and Disclosure 

Statement (ECF Nos. 1036 and 1038) (the “Second Plan”).   

64. According to the disclosure statement for the Second Plan, the Debtors 

determined that QRE Investments W.L.L., an entity with a $196 million general unsecured claim 

arising from the placement of proceeds from the sale of joint venture shares in an Arcapita Bank 

account “should receive payment in full” after considering “the potential argument that the Sale 

Proceeds are not property of the Arcapita Bank estate.”  According to the Debtors, the Arcapita 

Bank account in which these proceeds were deposited−like the Mudarib Accounts−was callable 

by the depositor at any time. 

65. The Debtors objected to the Plaintiffs’ claims on April 26th, 2013, allowing 

claims related to the Undeployed Placement but denying those portions of claims related to the 

remainder of the Original Placement. 

66. On May 30, 2013, claimant Mounzer Nasr filed a limited objection (ECF No. 

1182) to the Second Plan, taking the position that equity interests held in trust by the Debtors are 

not property of the Debtors’ estates.  Responding to section 9.1.2 of the proposed Second Plan, 

Nasr sought to add language to the Second Plan clarifying that the Second Plan did not alter the 

availability of Nasr’s remedies with respect to claimed property or the Debtors’ ongoing 

fiduciary obligations emanating from custody of that property.   

67. On June 6, 2013 the Debtors filed a Memorandum of Law in Support of 

Confirmation of Second Amended Joint Plan of Reorganization (ECF No. 1218) (the “Plan 
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Memorandum”).  The Plan Memorandum did not explain why “trust property” is property of the 

Debtors’ estates in the Debtors’ First Plan, nor did it dispute Mr. Nasr’s contention that the 

Second Plan did not alter or impair any person or entities’ right to argue that funds or interests in 

the Debtors’ possession are not property of the Debtors’ estates subject to the Plan and thus are 

not available for distribution to creditors.   

68. On June 17, 2013, the Court entered an order (ECF No. 1262) confirming the 

Plan. Neither the Plan nor the Confirmation Order discharges the Reorganized Debtors’ 

obligation to return funds that were not property of the Debtors’ estate.  

69. In fact, both the Plan and the Confirmation Order expressly make clear that only 

“Assets” of each Debtor’s Estate shall revest in the applicable Reorganized Debtor on the 

Effective Date. The Plan further defines “Assets” as all property wherever located in which any 

of the Debtors holds a legal or equitable interest, including all property described in section 541 

of the Bankruptcy Code. (emphasis added)  Pursuant to applicable Bahraini law, Debtors and 

now the Reorganized Debtors do not hold a legal or equitable interest in the Funds. 

70. The Reorganized Debtors, through their counsel, have been aware of Plaintiffs’ 

contention that the Funds do not constitute property of the Debtors’ estates and did not vest in 

the Reorganized Debtors since August, 2013. 

71. The Plan became effective on September 17, 2013.  (ECF No. 1518) 

COUNT 1 – DECLARATORY JUDGMENT THAT THE FUNDS ARE NOT PROPERTY 
OF THE ESTATE UNDER 541(d)  

 
72. The Plaintiffs restate and reallege all of the foregoing Paragraphs as if fully set 

forth herein. 

73. This is a declaratory judgment action under 28 U.S.C. §§ 2201 and 2202. An 

actual justiciable controversy exists as to ownership of the Funds by way of the threat of 
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dissipation of the Funds under the terms of the Debtors’ Plan and confirmation order. 

74. Under 11 U.S.C. 541(d),  property in which a debtor holds only legal title and no 

equitable interest becomes property of the estate only to the extent of a debtor’s legal title to such 

property. 

75. Debtors and Reorganized Debtors do not hold legal title to the Funds. 

76. The Plaintiffs hold the sole equitable interest in the Undeployed Placement and 

the Rights Offering Investment. 

77. Because the Funds constituting the Undeployed Placement and the Rights 

Offering Investment remain property of the Plaintiffs, the Reorganized Debtors have no 

ownership interest in the Funds.  The Funds are not property of the Debtors’ estates and did not 

vest in the Reorganized Debtors.  As a result, the Funds are not available for distribution to the 

Debtors’ creditors and interest holders pursuant to the Plan and Confirmation Order. 

COUNT 2 –TURNOVER OF THE FUNDS 
 

78. The Plaintiffs restate and reallege all of the foregoing Paragraphs as if fully set 

forth herein. 

79. Because Debtors do not hold title to the Undeployed Placement and the Rights 

Offering Investment, the Funds are not property of the Debtors’ estates and did not vest in the 

Reorganized Debtors under 11 U.S.C. § 541(d). 

80. Plaintiffs, as the rightful, equitable and legal owners of the Funds, are entitled to 

possession of the Funds.  

81. On information and belief, Defendants have used, or intend to use, the Funds in 

contravention of applicable Bahraini law and in violation of 28 U.S.C. § 959(b). 

82. Because the Funds are not property of the Debtors’ estates and did not vest in the 
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Reorganized Debtors, the Reorganized Debtors are compelled to immediately turn over the 

Funds, with prejudgment interest, to the Plaintiffs.    

 

 WHEREFORE the Plaintiffs respectfully request that this Court enter a judgment                  

(1) declaring that the Undeployed Placement and the Rights Offering Investment are not property 

of the Debtors’ estates and never vested with the Reorganized Debtors; (2) directing the 

Reorganized Debtors to turn over the Funds to Plaintiffs; (3) granting Plaintiffs prejudgment 

interest pursuant to N.Y. C.P.L.R. 5001; and (4) granting Plaintiffs such other relief as the Court 

deems necessary and proper.   

 
Dated: New York, New York  
 November 7, 2013 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

BAKER & HOSTETLER LLP 
 
 
 
By: /s/ Marc Skapof 

Baker & Hostetler LLP  
45 Rockefeller Plaza  
New York, New York 10111 
Telephone: (212) 589-4200 
Facsimile: (212) 589-4201 
 
Regina Griffin 
Email: rgriffin@bakerlaw.com   
Marc Skapof 
Email: mskapof@bakerlaw.com 
James W. Day 
Email: jday@bakerlaw.com 

Counsel to Mr. Khalid Ahmed A. Baeshen, Mr. 
Osama Ahmed A. Baeshen, Mrs. Sahar Ahmed 
A. Baeshen, and Mrs. Sumayya Ahmed A. 
Baeshen 
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LEGAL NOTICE 

Legal Notice 

This Private Placement Memorandum is being furnished on a confidential basis to shareholders of Arcapita Bank 
B.S.C.(c) ("Arcapita") so that they may consider the opportunity to exercise preemptive rights and subscribe for 
new shares (the "Rights Shares" or "Shares") of Arcapita in a rights issue (the "Invitation" or the "Rights Issue"). 
Use of this Private Placement Memorandum for any other purpose is prohibited. This document is the lawful 
property of Arcapita and may not be distributed or copied, nor may any of its contents be disclosed except 
as expressly provided herein, without prior written permission from Arcapita. By accepting delivery of this 
Private Placement Memorandum, each shareholder agrees to the foregoing and agrees upon request to return 
this Private Placement Memorandum if such shareholder does not purchase Rights Shares. 

THIS PRIVATE PLACEMENT MEMORANDUM (AND RELATED DOCUMENTS) DOES NOT CONSTITUTE AN 
OFFER TO SELL SECURITIES AND IS NOT SOLICITATION OF AN OFFER TO BUY SECURITIES, NOR SHALL 
THERE BE ANY SALE OR PURCHASE OF SECURITIES PURSUANT HERETO, IN ANY JURISDICTION IN 
WHICH SUCH OFFER. SOLICITATION OR SALE IS NOT PERMITTED OR WOULD BE UNLAWFUL PRIOR TO 
REGISTRATION OR QUALIFICATION UNDER THE LAWS OF ANY SUCH JURISDICTION. 

THE SHARES BEING OFFERED HAVE NOT BEEN, NOR WILL THEY BE, REGISTERED UNDER THE SECURITIES 
LAWS, OR LAWS OF SIMILAR IMPORT, OF ANY COUNTRY OR JURISDICTION. THE SHARES MAY NOT BE 
OFFERED, SOLD, OR DELIVERED, DIRECTLY OR INDIRECTLY, IN THE UNITED STATES TO, OR FOR THE 
ACCOUNT OR BENEFIT OF ANY CITIZEN OF THE UNITED STATES. OFFERS, SALES, OR DELIVERIES OF 
SHARES IN THE UNITED STATES WILL CONSTITUTE A VIOLATION OF THE RESPECTIVE SECURITIES LAWS 
OF THE UNITED STATES UNLESS MADE IN COMPLIANCE WITH THE REGISTRATION REQUIREMENTS OF 
SUCH SECURITIES LAWS OR PURSUANTTO AN EXEMPTION THEREFROM. NEITHER THEUS SECURITIES AND 
EXCHANGE COMMISSION NOR ANY SECURITIES REGULATORY COMMISSION OR OTHER GOVERNMENTAL 
AUTHORITY OF ANY OTHER COUNTRY OR JURISDICTION HAS PASSED UPON THE ADEQUACY OR 
ACCURACY OF THIS PRI\'ATE PLACEMENT MEMORANDUM. ANY CONTRARY REPRESENTATION IS 
UNLAWFUL. EACH PROSPECTIVE INVESTOR OF SHARES MUST COMPLY WITH ALL APPLICABLE LAWS 
AND REGULATlONS IN FORCE IN ANY JURISDICTION IN WHICH IT IS SUBJECT OR IN WHICH IT MAKES 
SUCH PURCHASES, OFFERS OR SELLS SHARES OR POSSESSES OR DISTRIBUTES THIS PRIVATE PLACEMENT 
MEMORANDUM AND MUST OBTAIN ANY CONSENT, APPROVAL OR PERMISSION REQUIRED BY IT FOR 
THE PURCHASE, OFFER OR SALE BY IT OF SHARES UNDER THE LAWS AND REGULATIONS IN FORCE IN 
ANY JURISDICTION TO WHICH IT IS SUBJECT OR IN WHICI-I IT MAKES SUCH PURCHASES, OFFERS OR 
SALES. SEE APPENDIX D FOR "RESTRICTIONS ON OFFERS OF SECURITIES IN CERTAIN JURISDICTIONS." 
A RCA PITA ASSUMES NO RESPONSIBILITY FOR ANY VIOLATION OF THE RESTRICTIONS OUTLINED IN THIS 
PRIVATE PLACEMENT MEMORANDUM (AND RELATED DOCUMENTS) BY ANYONE WHERESOEVER. 

THE SHARES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE 
TRANSFERRED OR RESOLD EXCEPT AS PERMITTED IN THIS PRIVATE PLACEMENT MEMORANDUM AND 
THE PRINCIPAL DOCUMENTS (AS DEFINED HEREINAFTER). SHAREHOLDERS SHOULD BE AWARE THAT 
THEY MAY BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS POTENTIAL INVESTMENT FOR AN 
INDEFINITE PERIOD OF TIME. 

No person has been authorized to give any information or make any representation with respect to Arcapita no t 
contained in this Private Placement Memorandum and, if given or made, such information or representation may 
not be relied upon as having been authorized by Arcapita. 

This Private Placement Memorandum does not constitute an offer to sell or a solicitation of an offer to buy any 
security other than securities offered hereby. nor does it constitute an offer to sell or a solicitation of an offer to 
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LEGAL NOTICE 

buy any of the securities offered hereby to any person in any jurisdiction in which it is unlawful to make such 
an offer or solicitation to such person. 

Market data used throughout this Private Placement Memorandum was obtained from internal surveys and 
industry publications. Industry publications generally state that t he information contained therein has been 
obtained from sources believed to be reliable, but the accuracy and completeness of such information is not 
guaranteed. 

Arcapita has not independently verified this market data. Similarly, internal Arcapita surveys, while believed 
by Arcapita to be reliable, have not been verified by any independent sources. While the historical information 
is believed to be accurate and while the financial projections are intended to provide a reasonable scenario of 
possible future performance of Arcapita, no representation or warranty, express or implied, is made herein, and 
no legal or other liability is accepted as to the truth. accuracy or completeness of the information contained in 
this Private Placement Memorandum or as to any other matter concerning such information or any statements 
made herein, including, without limitation, the future performance of, or the legal, tax or other consequences of 
acquiring and/or holding shares in Arcapita. 

No financial advisor identified herein has independently verified or advised on the accuracy or completeness 
of this Private Placement Memorandum, the information presented herein or the applicable laws or regulations 
of any jurisdiction and no financial advisor identified herein assumes any responsibility whatsoever for the 
contents of this Private Placement Memorandum or the performance of any of the obligations of Arcapita. 

This Private Placement Memorandum contains certain "forward-looking" statements as such term is defined in 
the US Private Securities Litigation Reform Act of 1995, and such information is based on the beliefs of Arcapita 
as well as assumptions made by and information currently available to Arcapita as of the date of this Private 
Placement Memorandum. When used in this Private Placement Memorandum, the words "anticipate," "believe," 
"estimate," "expect," "intend," and words or phrases of similar import, as the~· relate to the investment in the 
Rights Shares, are intended to identify forward-looking statements. The financial projections herein are based 
upon a number of assumptions and estimates that, while presented with numerical specificity and considered 
reasonable by Arcapita, inherently are subject to significant business, economic, competiti ·e, regulatory and 
operational uncertainties, contingencies and risks, many of which are beyond the control of Arcapita. Based 
upon changing conditions, should any one or more of these underlying assumptions or estimates prove incorrect, 
actual results may vary materially from those described herein or as anticipated, belie\·ed, estimated, expected 
or intended. Arcapita assumes no responsibility or obligation to update publicly or review any of the forward
looking statements contained herein. 

Shareholders should make their own investigation of the investment opportunity offered hereby and the terms 
of the Printe Placement Memorandum, including the merits and the risks involved. Shareholders should have 
the financial ability and willingness to accept the risks of the investment described herein. Arcapita will give 
shareholders, prior to acceptance of their application to purchase Rights Shares, the opportunit:. ·to ask questions 
of, and receive answers and additional information from, Arcapita regarding the terms and conditions of this 
offering and any other relevant matters. The contents of this Private Placement Memorandum are not to be 
construed as legal, business or tax advice. Each shareholder should consult its own attorney, accountant and 
other advisors for legal, business or tax advice. 

An investment in the Rights Shares involves certain risks and conflicts of interest. For a discussion of certain risk 
factors which should be taken into account when considering whether to take up your Rights Shares under the 
Rights Issue, see Risk Factors. Shareholders are strongly ad : ised to read this Private Placement Memorandum 
thoroughly including in particular the section headed Risk Factors. 
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LEGAL NOTICE 

This Private Placement Memorandum or parts of it may be translated into languages other than English, but in 

the event of any inconsistency or ambiguity in relation to the meaning of any \':ord or phrase in any translation, 

this English text shall prevail. Any such translation will be subject to the same restrictions on distribution and 

publication as this original English version. 

No Rights Shares may be sold without delivery of this Private Placement Memorandum. The information 

contained herein is believed to be accurate as of the date hereof with the exception of all forward-looking 

statements as hereinbefore described, which are based on certain speculative assumptions and estimates. All 

information contained herein is subject to change. completion or amendment without notice. 

Neither the delivery of this Private Placement Memorandum at any time nor any sale of Rights Shares made 

pursuant hereto shall imply that information contained herein is correct as of an:; time subsequent to the date 

of such information . 

The latest time and date for acceptance and payment in full under the Rights Issue is 5:00 p.m. on December 9, 

2010. The procedure for acceptance and payment is set forth in the "Offering" section of this document. 

Further information on the restrictions related to offers of securities in certain jurisdictions is provided in 

Appendix D. 

Confidentiality 

Shareholders and any other persons who receive this Private Placement Memorandum agree that by accepting 

this Private Placement Memorandum they will hold the contents of this Private Placement Memorandum and all 

related documents in the strictest confidence at all times and that they will not utilize such information to the 

detriment of Arcapita. 

Shareholders and any other persons who receive this Pri\·ate Placement Memorandum also agree that, if they 

engage any advisor or consultant to analyze the contents of this Private Placement Memorandum, prior to such 

disclosure they will require such advisor or consultant to sign a confidentiality agreement pursuant to which the 

advisor or consultant agrees not to disclose any information contained in this Private Placement Memorandum 

at any time prior to the closing of this offering. 

This Private Placement Memorandum is dated November 2010. 
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SUMMARY OF RIGHTS ISSUE 

Summary of Rights Issue 

Exhibit 1 

Rights Issue Statistics 

Price per Rights Share $3.00 

Number of Rights Shares to be issued by Arcapita 166,666,666 

Estimated net proceeds receivable by Arcapita $500,000,000 

Rights Shares as a percentage of enlarged share capital of Arcapita 34.87)(, 
following the Rights Issue (assuming full take-up) 

Number of shares in issue immediate!:· following completion of the Rights 477,989,883 
Issue (assuming full take-up) 

Use of Proceeds General corporate matters (see "Rationale for Equitf 
Capital Increase" in The Offering for details). 

Exhibit 2 

Expected Timetable for the Rights IssueroXbJ 

Date of issue of Private Placement Memorandum November 8, 2010 

Record Date (as defined hereafter) for entitlements under the Rights Issue November 4, 2010 

Invitation Period November 8, 2010- December 9, 2010 

Date of Extraordinary General Assembly of shareholders December 6, 2010 

Latest time and date for acceptance and payment in full of Rights Shares 5:00p.m. Bahrain time on December 9, 2010 

(a) Does not include up to 43,230,700 shares which are available for issuance to strategic investors. On July 19, 2008, Arcapita shareholders 
approved the issuance of up to 50,000,000 new shares to strategic investors to be issued in a series of offerings over a period of three 
years on terms to be determined by Arcapita's Board of Directors. Of the 50,000,000 authorized new shares, Arcapita has i~~ued 6,769,300 
shares and 43,230,700 shares remain available for issuance on or prior to Jut:· 19, 2011 . In conjunction with the Rights and Third Party 
Issues, Arcapita may offer and issue some or all of the 43.230,700 remaining new shares under this program to t atisf; demand from third 
parties. 

(b) The dates set out in the expected timetable above and mentioned throughout this Private Placement Memorandum and the Subscription 
.~greement rna:· be adjusted b .. Arcapita in its sole discretion, in which e ·ent. shareholders will be notified of the new e1·ent details and 
dates where appropriate. 
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EXECUTIVE SUMMARY 

Executive Summary 

Note: "$"refers to United States Dollars throughout this Private Placement Memorandum. 

Investment Opportunity 
The Board of Directors of Arcapita Bank B.S.C.(c) ("Arcapita" or the "Bank") is offering the shareholders of 
Arcapita (the "Invitation" or "Rights Issue") the opportunity to exercise preemptive rights over 166,666,666 new 
shares of $1.00 nominal value each of Arcapita (the "Rights Shares" or "Shares") for an issue price of $3.00 each 
(the "Issue Price") for a total of $500 million. 

Each shareholder is im·ited to offer to subscribe for up to one (1) Rights Share for each 1.87 Arcapita shares 
owned by such shareholder as of November 4, 2010 (the "Record Date")_ The maximum subscription amount 
will be notified to each shareholder by the Bank in a separate letter accompanying this Private Placement 
Memorandum. If a shareholder does not take up the offer of Rights Shares, their shareholding will be diluted 
by 34.87 percent (assuming full take-up). Shareholders may offer to subscribe for up to or more than their pro 
rata preemptive rights entitlement of the Rights Shares. Any offers received by the Bank from a shareholder in 
excess of such shareholder's pro rata preemptive rights entitlement for Rights Shares shall be deemed to be an 
offer for the maximum pro rata entitlement for such shareholder for any Rights Shares not taken up by the other 
shareholders. Shareholders \''ill receive Rights Shares above their pro rata entitlements as Arcapita's Board of 
Directors may determine, in its sole discretion. 

The acceptance of any offers to exercise preemptive rights by the shareholders and any final issuance of the 
Rights Shares will be subject to the approval of the Bahrain Ministry of lndustr)- and Commerce and the Central 
Bank of Bahrain (the "CBB"), and the approval of the $500 million equity capital increase by the shareholders 
of the Bank at the Extraordinary General Assembly ("EGA") of shareholders to be held on or around December 
6, 2010. 

The Invitation is open to all shareholders of the Bank whose names appear in its shareholders' register on the 
Record Date pursuant to this Prh·ate Placement Memorandum during the period between November 4, 2010 
and December 9, 2010 (the "Inv itation Period"). The issue and allotment of the Rights Shares to shareholders is 
expected to occur promptly after the EGA. The latest time and date for acceptance and payment in full under the 
Rights Issue is 5:00 p.m. Bahrain time on December 9, 2010. Any Rights Shares that are not subscribed for by a 
shareholder will be issued to the other shareholders who have requested more than their allotted shares during 
the Invitation Period. 

Any shares ("Third Party Shares") not subscribed for by the shareholders in the Rights Issue will be available for 
offer and issuance to third parties in a third party issue ("Third Part) Issue") at a price of $3.00, and on other 
terms to be determined by Arcapita's Board of Directors, pursuant to a supplement to this Pri\ ate Placement 
Memorandum which will set forth the material terms and subscription procedures relat ing to the Third Party 
Issue. 

Arcapita will use the additional equity capital raised through the Rights Issue for general corporate purposes, 
including to capitalize on attractive investment opportunities, to develop new products and services to increase 
recurring revenues, and to strengthen the Bank's balance sheet. Arcapita has conducted a detailed valuation 
exercise to determine the price at which to offer the Rights Shares. The valuation of Arcapita shares using the 
"sum-of-the-parts" ("SOP") valuation is set out in Appendix B. This valuation methodology has been prepared 
by Arcapita's auditors, Ernst & Young. 

For further details on the Rights Issue, please see The Offering. 
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EXECUTIVE SUMMARY 

Rationale for Equity Capital Increase 

See "Rationale for Equit:· Capital Increase" in The Offering for details of the rationale, sources and uses. 

Overview and Background 

The significant financial stress endured by the •vorld economy and financial markets over the last two years 
presented considerable challenges to the global finance industry; these challenges a re reflected in Arcapita's 
loss for FY 2010. The 0\·er riding focus of Arcapita's management team ("Management") during this period was 

on meeting the challenges leveled at the balance sheet, stabilizing the Bank's liquidity position and protecting 
the institution through the extended downturn. Now, after almost two years during which Arcapita has faced 
extraordinary challenges, Arcapita believes that the Bank has successfully navigated the most difficult phase of 
the global financial crisis and is poised to capitalize on future growth and business opportunities. 

Use of Proceeds 

Arcapita intends to use the proceeds raised in Rights Issue for genera l corporate purposes, including to capitalize 

on attractive investment opportunities, which Arcapita belieYes will be prevalent as the global financial crisis 
recedes, and to launch new products and services that are designed to increase recurring revenues and thereby 
reduce volatility of the Bank's income, and sen·e to strengthen Arcapita's balance sheet. 

Capitalize on attractive investment opportunities. Historically, alternative investments made in post

recessionary periods outperform all other im·estments. As an example, private equity funds raised during the 
last three recessions had an industry mean return of approximately 27 percent vs. 13 percent for funds raised 

during all other periods.' Arcapita is seeking additional equity capital to make im·estments during this post
recessionary period. Arcapita's prh·ate equity, real estate, infrastructure and venture capital investment teams 
have built a pipeline of underwriting opportunities at attractive valuations. A rca pita believes that underwriting 

new im·estments at this point in the market cycle will support the Bank's return to profitable growth in FY 2011. 

New products and services to increase recurring revenues. Arcapita is focused on increasing its recurring 

revenues, which are less susceptible to cyclical market swings exhibited in its core Deal-by-Deal Product Offering 
(defined herein). Through its Funds Product Offering (defined herein), its potential wealth management offering, 
and other products and services that are recurring in nature, Arcapita aims to increase its recurring revenues and 

reduce transaction-based volatility inherent in its historical earnings. 

Optimize capital structure and strengthen Arcapita's balance sheet. As a result of the global financial crisis, 
Arcapita has been subject to a combination of losses and unrealized negative fair marke t value adjustments, 

reducing the Bank's capital base from $1.4 billion as at the end of FY 2008 to $1.1 billion as at the first quar ter 
end of FY 2011 C"Ql 2011"). Through this Right s Issue, Arcapita seeks to strengthen its capital base in order to 
ensure that the Bank optimizes its capital structure to pursue its future growth plans. 

An increased equity capital base will improve the Bank's financial ratios. Historically, the Bank has maintained 
a leverage ratio (total liabilities/total equity) of between two and three t imes equity capital (2.3 times as at 
September 30, 2010). Arcapita believes that strengthening its equit:,· capital base wi ll allow the Bank to achieve 

prudent and conservati··e financial ratios. These improved ratios, in conjunction with new underwriting and the 
improvements seen across Arcapita's investment portfolio, will support the refinancing of Arcapita's medium
term and long-term liabilities. Arcapita is in active discussions with a number of financial institutions regarding 

the refinancing of its medium-Lerm facilities and/or Lhe introduction of new facilities. 

1 Preqin. 
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EXECUTIVE SUMMARY 

Arcapita Summary 

Since commencing operations in 1997, Arcapita has evolved into a leading internat ional investment firm that 

pro· ·ides investors with qua lit:· alternative investment opportunities on a global basis. These investments target 

long-term returns at or exceeding those offered by conventional public equity markets. Arcapita is headquartered 

in the Kingdom of Bahrain, with offices in Atlanta, London and Singapore. Arcapita invests through four Jines 

of business: private equity. real estate, infrastructure and venture capitaL As the world's leading sponsor of 

Shari'ah-compliant alternative investments, Arcapita has established a track record of offering investors 

diversified investment opportunities that adhere to Islamic principles.2 

One of Arcapita's important competitive advantages is its strong network of investors and shareholders in the 

Gulf Cooperation Council ("GCC") region. These relationships, which have been built at the highest le\·els for over 

10 years, are very difficult for competing firms to replicate. Since inception, Arcapita's investment placement 

team ("Investment Placement Team") has syndicated approximate.Jy $6.5 billion with over 1.800 individuals, 

family offices, institutional investors and sovereign wealth funds ("SWFs"), primarily in the GCC region and 

Southeast Asia. 

Arcapita is one of the world's leading Shari'ah-compliant alternative investment firms.3 As at September 30, 

2010. the Bank had completed in excess of 70 investments with a total transaction value in excess of $28 billion. 

Total assets under management ("AUM") were approximatelr $7.9 bi llion.4 As at September 30, 2010, Arcapita 

had a total balance sheet of approximately $3.6 billion, an equity capital base of approximately $1.1 billion, and 

employed 265 indil.'iduals across its four offices. 

Arcapita Shareholders and Board of Directors 

Arcapita's shareholder base and Board of Directors are a testament to Arcapita's deep-rooted ne twork of 

relationships across the GCC region and Southeast Asia. Arcapita's Board of Directors includes representati\·es 

f rom some of the GCC region's most influential families. businesses and sovereign entities (see Board of Directors 
for details). Arcapita's 330 shareholders (excluding Management) also include numerous other sovereign entitities. 

royal famil:: members from across the GCC region and hundreds of prominent indi,·iduals and institutions in the 

Middle East. No shareholder other than Management as a whole owns more than 10 percent of the issued shares 

of Arcapita. 

Strategy and Business Model 

Leverage Strength of Arcapita Client Base 

Arcapita sources capital from its cash-rich clientele and deploys it across the world. This exclusive and extensive 

network of investors typically exhibits loyalty towards Arcapita and its investment products. Arcapita enjoys 

relationships with the GCC region's top individuals and institutions, with many of these investors having long, 

established relationships with Arcapita as repeat investors and shareholders. 

Post-global financial crisis, Arcapita is focused on refining its business model to: 

Continue to sen·e its core investor base with the high-quality investment products and sen·ices that it 

demands; 

Diversify its investor base to include more investors outside of the GCC region, and more institutional 

investors; and 

Diversify its product and service offering to increase recurring revenues and reduce income \·olatility. 

1 According to Privat~ Equit j· International, 2010, A rca pita is the world's leading rponsor of Shari'ah-compliant alternati•·e invc-tments b: 
capital raised o.-er the last fi\'e years. 

' According to Private Equity International, 2010. Arcapita is the world's leading sponsor of Shari'ah-compliant alternative im·estments by 
capital raised over the last fi e years. 

• AUM represents estimated total equity ••alue of Arcapita's investments. 
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EXECUTIVE SUMMARY 

Deal-by-Deal Product Offering 

The Bank acts as a principal and arranger in alternative investments, offering investment opportunities on a 
deal-by-deal basis (the "Deal-by-Deal Product Offering"). Under the Deal-by-Deal Product Offering, Arcapita 
underwrites investments prior to placing a majority of the equity invested with its investor base. Arcapita 

typically maintains an equit:; position in each transaction, thus aligning its interests with investors. As an 
example, Arcapita may utilize its balance sheet to aquire a controlling interest in a s ingle company or a portfolio 
of assets; after acquisition, Arcapita syndicates the equity of the company or assets to its investors. The Deal-by

Deal Product Offering, which has historically been favored by Arcapita's core base of investors (High Net Worth 
Individuals ("HNW!s") and family offices in the GCC region), provides its clients \':ith the ability to select from 
a range of unique im·estment offerings di,:ersified by asset class and region. Additionally, it provides investors 

with a clear understanding of the underlying assets and uses of capital in any given investment, without the 
uncertainty of placing money in a "blind pool" private equity fund. Finally, the Deal-by-Deal Product Offering 
allows investors to customize their portfolio of printe equity investments based on their specific asset allocation 

and concentration. 

In addition, the Deal-by-Deal Product Offering gi\·es Shari'ah-compliant investors (investors who will only invest 
in products that are Shari'ah compliant) the opportunity to participate in alternative investments which would 

not normall;· be available to them. Arcapita believes that it is a global leader in providing Shari'ah-compliant 
direct in':estment opportunities across a wide range of alternative im·estment products. 

Funds Product Offering 

As part of Arcapita's long-term growth plan, the Bank has expanded its product offering to strengthen and bolster 

the resiliency of its business model. Consequently, alongside Arcapita's Deal-by-Deal Product Offering, Arcapita 
is now offering traditional investment funds (the "Funds Product Offering"), which allows it to di\·ersify its 

investor base. These funds are and will be marketed primarily to international institutional investors. Arcapita is 

targeting instutional investors with this product offering because they typically favor investing in funds versus 
Arcapita's Deal-by-Deal Product Offering, which primarily caters to HNW!s and family offices. Arcapita expects 

that the Funds Product Offering will produce predictable, recurring revenue streams to balance the transaction
based revenues from the Bank's Deal-by-Deal Product Offering. 

Arcapita believes that it has a strong foundation to expand its Funds Product Offering. This foundation is 

based on the Bank's close relationships with certain institutional investors and SWFs, extensive deal-sourcing 

capabilities, portfolio management expertise and im·estment track record. Arcapita believes that this product 
will allow the Bank to target the large pools of institutional capital in the GCC region and beyond. Arcapita's fund 
track record to date includes Arcapita Ventures I Limited ("Arcapita Ventures!"), a $200 million venture capital 

fund launched in 2006, focusing on growth-stage enterprises primarily in the United States. In addition, in July 
2010, the Bank closed the ARC Real Estate Income Fund ("ARETF") at $260 mill ion with AI Rajhi Capital, the 
investment banking subsidiary of Saudi Arabia's AI Rajhi Bank. The Bank is currently evaluating several other 

fund opportunities, which it expects to bring to market in FY 2011. 

New Product Innovation 

Arcapita has a track record of innovation in Shari'ah-compliant alternative investment products and is currently 
exploring a number of new products and services that are recurring in nature, in line with the Bank's strategy 

to increase recurring revenues. During FY 2010, Arcapita dedicated significant resources to analyze the market 
opportunity for a Shari'ah-compliant wealth management offering. The idea to explore wealth management 
services was market driven; the Bank has had several large investors inquire if Arcapita could pro\·ide Shari'ah

compliant wealth management services. Arcapita believes this is a testament to the trust and strength of 
relationships that the Bank has built with its investors. Additionally, a wealth management offering would 
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EXECUTIVE SUMMARY 

strengthen the Bank's ties with investors. During FY 2010, Management undertook extensive internal reviews 
and engaged an external advisor to e\·aluate the wealth management proposition for its existing im·estor base. 

Arcapita believes the results to date are promising. The Bank will continue to evaluate this opportunity. The 
Bank is exploring a number of other new products and services. 

See Arcapita Q,·erview and Five-Year Projections for details on Arcapita's projected expansion trajectory. 

Investment Placement 

The Investment Placement Team is responsible for developing and maintaining relationships ''.rith the Bank's 
broad network of investors. Investment Placement Team members are the main point of contact for investors, 

and ensure regular portfolio updates, presentation of new investment opportunities and accumulated insights 
into local and international investment markets. The Investment Placement Team consists of highly experienced 
im·estment professionals from leading financial institutions wit h extensive networks of relation ships among 

HNWis, family offices, institutional investors and SWFs. 

Summary of Arcapita Lines of Business 

Private Equity 
Arcapita's pri\·ate equity team ("Private Equity Team") operates out of the Atlanta, London and Bahrain offices. 

The Bank acts as a principal and arranger in the acquisition of controlling and non-controlling interests in 
established companies throughout the world with an emphasis on the United States, Europe, the Middle Eas t and 

India, targeting grov: th-oriented private equity im·estments with an equity size bet\'/een $50 million and $200 

million. See the "Private Equity" section in Arcopito Lines of Business for details on this line of business . 

Real Estate 
Arcapita's real estate team ("Real Estate Team") acts as a principal and arranger of real estate investments, 

operating out of its offices in Atlanta, London, Bahrain and Singapore. The Real Estate Team has completed 
investments in the United States, Europe, the Middle East and Asia, targeting investments with an equit y size 
between $50 million and $200 million. See the "Real Estate" section of Arcopito Lines of Business for details on 

this line of business. 

Infrastructure 
Arcapita's infrastructure team ("'nfrastructure Team") operates out of the Atlanta, London, Bahrain and 
Singapore offices, focusing on the infrastructure and energy sectors, v..rhich include power, utilit ies, oil & gas, 

and transport infrastructure and related assets, targeting investments with an equity size between $50 million 
and $200 million. The Infrastructure Team focuses on investments in both developing and developed markets, 

mainly seeking investments in Europe, North America, the Middle East and Asia. See the "Infrastructure" 
section of Arcapito Lines of Business for details on this line of business. 

Venture Capital 
Arcapita launched its venture capital line of business in 2006 by introducing Arcapita Ventures !, a $200 million 

venture capital fund, which focuses on growth-stage enterprises primarily in the United States. From its office in 
Atlanta, the Arcapita Ventures I management team (the "Arcapita Ventures Team") targets portfolio companies 
with annual revenues between $2 million and $25 million in the healthcare, information technology ("IT") and 

industrial technology sectors. Arcapita anticipates launching its second venture capital fund by the end of 2010. 
See the "Venture Capital" section of Arcapita Lines of Business for details on this line of business. 
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EXECUTIVE SUMMARY 

Investment Considerations 

Arcapita believes that it has the client relationships, investment capabilities, and management team to successfully 

implement its strategy to deploy capi tal into superior risk-adjusted alternative im·estment opportunit ies. 
Management is confident about the continued demand for the Bank's Deal-by-Deal Product Offering, its ability to 
develop further its Funds Product Offering and the sustainability of the Bank's business model. Key investment 

considerations are as follows (see Key Investment Considerations for details): 

Opportune Time for Investment. Historical!; ·, investing in post-recessionary periods has been an opportune 
time to invest in alternatiw investments.5 Arcapita believes that its Deal-by-Deal Product Offering and Funds 

Product Offering will be able to capitalize on this environment to the benefit of the Bank's inYestors and 
shareholders. 

Extensive and Exclusive Network of Investors. Since inception, the Bank has placed approximately $6.5 billion 
of investments \ •ith over 1,800 investors. Arcapita enjoys relationships with the GCC region's top individuals 
and institutions, with many of these im·estors having long, established relationships with Arcapita as repeat 

in'·estors and shareholders. 

Limited Competition in Islamic Market Segment. A rca pita is the world's leading sponsor of Shari'ah-compliant 
alternative investments.& Very few firms offer investors Shari'ah-compliant alternative investments on a global 

scale. Arcapita believes that none of these firms can match the breadth (in terms of asset class and geography) 
of Arcapita's product offering. 

Track Record of Innovation. Arcapita was established to satisfy demand from GCC region investors seeking 
quality alternati\·e investment products structured according to Shari'ah principles. Over the last 12 years, 
Arcapita has been a market leader in developing innovative Shari'ah-compliant alternative investments. These 

innovations include the first private equity leveraged buyout and first US-based venture capital fund investing 
according to Shari'ah. 

Global Investment Platform. With offices and investment teams in Bahrain, Atlanta, London and Singapore, 

Arcapita has a strong footprint to im·est on a global scale. From these offices, Arcapita sources and manages 
private equity, real estate, infrastructure and venture capital investments. Arcapita brings an international 
perspective towards its investments and is able to accelerate international growth of its portfolio companies. 

Unique Product Offering. Arcapita believes that its Deal-by-Deal Product Offering positions the Bank as a 
unique pro ·ider of diversified Shari'ah-compliant alternative investment opportuni ties. Unlike typical sponsors 
of printe equity funds, Arcapita offers its investors the ability to manage their portfolio asset-by-asset. 

Additionally, Arcapita is able to structure and administer investments for smaller investors (investing less than 
$5 million) who are unable to im·est with typical private equity funds. 

Investment Track Record. Since inception, the Bank has completed in excess of 70 investments with a total 

t ransaction value in excess of $28 billion. As at September 30, 2010, on the 16 realized private equity investments, 
the Bank has generated an average internal rate of return ("IRR") of approximately 18 percent; on the seven 
realized real estate investments (yielding assets), the Bank has generated an average IRR of approximately 19 

percent; on the two realized infrastructure investments (yielding assets), the Bank has generated an average IRR 
of approximately 49 percent; and on one realized \·enture capital investment, the Bank has generated an average 
IRR of approximately 165 percent.7 

' Preqin. 
' According to Private Equity International, 2010, Arcapita is the world's leading sponsor of Shari'ah·compliant alternative in ··e: tments by 

capital raised over the last fi , e . ears. 
7 Represents compound annual rate of return presented for fully realized transactions as of September 30, 2010 before deduction of 

expenses, management fees, and carried interest. Returns are calculated on the pooled cash flow method as if realized investments in each 
asset class were part of one fund. and are not comparable to an. other performance metrics, including A rca pita net returns. 
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Investment Portfolio Well Positioned. As at Ql 2011. Arcapita's investment portfolio comprised approximately 
$2.2 billion in equity and $587 million in financings in private equitr, real estate, infrastructure and venture 
capital investments. During the global financial crisis, Arcapita took approximately $517 million in unrealized 
negative fair market value adjustments and provisions. At the same time, Arcapita has dedicated significant 
resources to position the portfolio for growth following economic recovery. As a result, Arcapita believes that 
the Bank will realize significant value from the portfolio in the coming years. Management expects that the 
portfolio, once realized, will generate returns in excess of its current carrying ·alue. 

Proven Ability to Drive International Growth Within its Investment Portfolio. Arcapita's international 
perspective, combined with its strong shareholder and im·estor base in the GCC region, provides it with the 
ability to evaluate and accelerate the growth of its portfolio companies in the Middle East. Arcapita's unique 
ability to facilitate the growth of its portfolio companies to the GCC region, as a result of Arcapita's network of 
relationships, differentiates it from t~'pical private equity players. 

High Caliber Management Team. Arcapita has assembled a highly experienced, diverse, and capable management 
team (see Senior Management Team). The Bank has been able to attract and retain top-tier Management talent 
due to its consistent access to substantial investment funds, successful track record, prospects for profitable 
expansion, strong corporate culture and attractive compensation structure. 

Financial Overview 

Exhibit 3 

Key Financial IndicatorsraXbXcJ 

FY FY FY FY FY FY FY FY 
2013P 2012P 2011P 2010 2009 2008 20071' 1 2005 

Operating income($ millions) 595 535 280 82 338 619 373 246 

Net income($ millions) 310 255 50 (559) (88) 362 190 !04 

Return on average equity (ROE)Ib> (percent) 17 15 3 (42) (6) 32 28 29 

Return on average asset s (R0A)1'1 (percent) 9 7 1 (14) (2) 8 7 7 

Efficiency ratio (total income/operating costs) 2.9 2.6 0.5 0.3 1.2 2.1 1.7 2.2 

Total assets($ millions) 3,300 3,680 3,:-10 3,457 4,372 5,137 3,805 1,865 

Leverage (totalliabilitie~ Ito tal equity) 0.6 1.0 1.3 2.3 1.7 2.8 3.0 3.7 

(a) FY 2007 was a transitional IS-month period. Income figures and certain ratios are annualized for purposes of comparison. 
(b) ROE calculated as: net income 1 average equity. Average equity is calculated as the sum of the current and pre'"ious year's equity divided 

by two. For the purpose of this calculation Arcapita excludes propo ed dividends from equity. 
(c) ROA calculated as: net income I a erage total assets. Average total as:;ets is calculated as the sum of the current and prev1ous "·ear's assets 

divided by t•. ·o. 

Prior to the global financial crisis, Arcapita enjoyed a sustained period of prosperity and growth, driven by 
the momentum of the private equity industry and Arcapita's unique competitive ad\'antages. This period from 
inception to FY 2008 saw Arcapita achie1.·e profitability in every year prior to the escalation of the global financial 
crisis. The Bank grew its revenue and net income through numerous economic slumps, including following the 
collapse of the IT bubble in 2000, the post-9/11 economic slowdown, and fallout from the Iraq War in 2003. 

Following a period of significant expansion, the global financial crisis caused the private equity industry to 
experience a severe downturn. Since the onset of the crisis in 2007, global private equity transaction volumes 
dropped dramatically, financing for leveraged buyouls contracted, and fund raising became extremely challenging. 
As a resu It of its focus on the balance sheet, Arcapita did not commit significant funds to new investments during 
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this period. In addition, the Bank delayed or abandoned a number of planned exits due to unfavorable market 
conditions. These factors resulted in net losses in FY 2009 and FY 2010. 

Arcapita is now moving forward with confidence on its value-enhancing business strategies. Supported by a 
number of projected exits, new investments, product innovation, and increasing investor demand, Arcapita 
believes that the outlook for FY 2011 and beyond is positive. A rca pita believes that this outlook is underpinned 
by the recent Ql 2011 results, in which Arcapita posted a net profit of $29.1 million. 

See Financial Overvie~1· and Five-Year Projections for full details on Arcapita's historical and projected financial 

results. 

Liquidity and Exit Analysis 

See Liquidity and Exit Analysis for further details regarding the following summary. 

Dividend Policy 

Since inception, Arcapita has returned $342 million in di\·idend proceeds to its shareholders. In FY 2008 and FY 
2007, prior to the global financial crisis, the dividend payout ratio was 25 percent and 39 percent, respectively. 

As Arcapita returns to profitability, Management anticipates that the Bank will resume dividend dist ributions 
to its shareholders. 

Market for Arcapita Shares 

In order to provide liquidity for Arcapita shareholders, A rca pita established a Liquidity mechanism, the Arcapita 

Share Liquidity Program ("ASLP"), which allows Arcapita shareholders to buy the Bank's shares from other 
shareholders and sell the Bank's shares to other shareholders and third parties at a predetermined price during 
a one-month period on an annual basis. In the ASLP, the program administrator matches buyers and sellers of 
Arcapita shares based on demand. 

Trade Sale 
Arcapita believes that Bank is an attracti·;e strategic acquisition candidate for certain buyers. Arcapita belie •es 

that a number of firms would be interested in acquiring Arcapita due to: (l) its exclusive and extensive network 

of investors in the GCC region, which is difficult to access, (2) the expertise and reputation that the Bank has 
developed as the world's leading sponsor of Shari'ah-compliant alternative investments, and (3) Arcapita's global 

inYestment and asset management capabilities. 

Listing of Arcapita Shares 

Arcapita believes that the Bank is poised to become an attractive candidate for a public offering following the 
successful execution of its five-year business plan. This plan is predicated on increasing t he Bank's recurring 

revenues and reducing earnings volatility inherent in its transaction-based product offering. 

Risk Factors 
Arcapita's ability to execute its business strategy is dependent on its ability to source capital from its investor 

base. While Management is confident in the Bank's ability to source capital due to its extensive relationships and 
long track record, there is a risk that the Bank is unable to source sufficient capital to run its business profitably. 
This risk is subject to factors within and outside of Arcapita's control. 

Investments made by Arcapita thus far, and the investments proposed to be made out of the capital raised 
hereby, include some high-risk components, and such investments will have medium t o long-term maturities and 
will be illiquid prior to maturity. 
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Arcapita diversifies its investments in a variety of countries that results in exposure to a range of currencies 

other than the currency of its share capital. Fluctuations in foreign currency exchanges rna:,• have a materially 
adverse effect on the returns that Arcapita may hope to achieve in such investments. 

The ability of A rca pita to continue to source and structure attractive im·estment opportunities depends, to some 

extent. on its ability to employ and retain highly experienced and qualified professionals. Arcapita provides a 
competitive compensation structure to attract and retain such professionals. 

The global financial crisis and the continuation of current market conditions, or future deterioration of the 
markets and economic conditions, may have an ongoing negative impact on Arcapita's business and financial 
results. 

An investment in Arcapita shares may not be liquid. Arcapita shares are not registered or qualified under the 
securities laws of any jurisdiction or traded on any stock exchange. Although Arcapita plans to resume offering 
the ASLP on an annual basis in October 2011, there is no certainty that a market for Arcapita shares will develop. 

For a further discussion of certain risk factors, please see Risk Factors. 

Advisors 
Auditor: Ernst & Young LLP, Manama, Bahrain. 

Financial Advisor to Arcapita in relation to the Rights Issue and Third Party Issue: Standard Chartered 

Bank, DIFC, UAE. 

The information in the foregoing Executive Summary should be read only in conjunction with the full text of this 
Private Placement Memorandum. 
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THE OFFERING 

The Offering 

Introduction 
The Board of Directors of Arcapita Bank B.S.C.(c) ("Arcapita" or the "Bank") is offering the shareholders of the 
Bank (the "Invitation" or "Rights Issue") the opportunity to exercise preemptive rights over 166,666,666 new 
shares of $1.00 nominal \·alue each of Arcapita (the "Rights Shares" or "Shares") for an issue price of $3.00 each 
(the "Issue Price") for a total of $500 million. 

Each shareholder is im·ited to offer to subscribe for up to one (1) Rights Share for each 1.87 Arcapita shares 
owned by such shareholder as of November 4, 2010 (the "Record Date"). The maximum subscription amount 
will be notified to each shareholder by the Bank in a separate letter accompanying this Pri\·ate Placement 
Memorandum. If a shareholder does not take up the offer of Rights Shares, its shareholding will be diluted 
by 34.87% (assuming full take-up). Shareholders may offer to subscribe for up to or more than their pro rata 
preemptiYe rights entitlement of the Rights Shares. Any offers recei\·ed by the Bank from a shareholder in 
excess of such shareholder's pro rata preemptive rights entitlement for Rights Shares shall be deemed to be an 
offer for the maximum pro rata entitlement for such shareholder for any Rights Shares not taken up by the other 
shareholders. Shareholders will receive Rights Shares above their pro rata entitlements as Arcapita's Board of 
Directors maj· determine, in its sole discretion. 

The acceptance of any offers to exercise preemptive rights by the shareholders and any final issuance of the 
Rights Shares will be subject to the approval of the Bahrain Ministry of Industry and Commerce and the Central 
Bank of Bahrain (the "CBB"), and the approval of the $500 milli.on equity capital increase by the shareholders 
of the Bank at the Extraordinary General Assembly ("EGA") of shareholders to be held on or around December 
6, 2010. 

The Invitation is open to all shareholders of the Bank whose names appear in its shareholders' register on the 
Record Date pursuant to this Private Placement Memorandum during the period between November 4, 2010 
and December 9, 2010 (the "Invitation Period"). The issue and allotment of the Rights Shares to shareholders is 
expected to occur promptly after the EGA. The latest time and date for acceptance and payment in full under the 
Rights Issue is 5:00 p.m. Bahrain time on December 9, 2010. Any Rights Shares that are not subscribed for by a 
shareholder will be issued to the other shareholders who have requested more than their allotted shares during 
the Invitation Period. 

Any shares ("Third Party Shares") not subscribed for by the shareholders in the Rights Issue will be available for 
offer and issuance to third parties in a third partj· issue ("Third Party Issue") at a price of $3 .00, and on other 
terms to be determined by Arcapita's Board of Directors, pursuant to a supplement to t his Private Placement 
Memorandum which will set forth the material terms and subscription procedures relating to the Third Party 
Issue. 

The $500 million equity capital increase and Rights Issue was approved by Arcapita's Board of Directors on 
October 14, 2010. 

Arcapita will use the additional equity capital raised through the Rights Issue for general corporate purposes, 
including to capitalize on attractive investment opportunities, to develop new products and services to increase 
recurring revenues, and to strengthen the Bank's balance sheet. 
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The table below provides details of the Rights Issue. 

Exhibit 4 

Arcapita's Pro Forma Equity Account Following the Rights Issue1•1 

($ thousands) 

Total Equity 

Liquidity Ratio (Cash and cash equivalent/ 
Total Assets) 

Capital Adequacy Ratio 

Leverage Ratio 

(a) Assumes full take up of the shares. 

Fiscal year ended 
September 30, 2010 

1,077,932 

3.5% 

12.3% 

2.3x 

THE OFFERING 

Rights Issue Pro Forma --------
500,000 1.577.932 

12.3% 

16.9% 

l.Sx 

(b) Does not include up to 43,230,700 shares which are a ail able for issuance to strategic investors. On July 19, 2008, Arcapita shareholders 
approved the issuance of up to 50,000,000 new shares to strategic inve. tors to be issued in a series of offenngs over a period of three 
j·ears on terms to be determined by Arcapita's Board of Directors. Of the 50,000,000 authorized new shares, Arcapita has issued 6,769,300 
shares and 43,230,700 shares remain available for issuance on or prior to Julr 19, 2011. In conjunction \'.'ith the Rights and Third Part)' 
Issues. Arcapita rna offer and ;,sue some or ail oft he 43,230,700 remaining new shares under this program to satisfy demand from third 
parties. 

Rationale for Equity Capital Increase 

Overview and Background 
The global financial crisis presented considerable challenges to the global finance industry; these challenges 
are reflected in Arcapita's results for FY 2010. The over riding focus of Management during this period was on 
meeting the challenges le··eled at the balance sheet. stabilizing the Bank's liquidity position and protecting the 
institution through the extended downturn, reflecting an approach taken by comparable global institutions. The 
Bank took a number of measures to navigate this challenging operating period, including raising more than $2.4 
billion (see "Performance During the Global Financial Crisis" section of Financial Overview). 

The negative implications of the global financial crisis, and the subsequent decline in the Bank's transaction
based income-generating activities, combined with non-cash negative revaluation of the Bank's investment 
portfolio and adverse currency movements resulted in Arcapita posting a loss of approximately $559 million for 
FY 2010. Over the past 18 months, nearly all financial institutions have taken substantial losses. Despite this loss, 
and after almost two years during which Arcapita has faced extraordinary challenges, Arcapita believes that the 
Bank has successfully navigated the most difficult phase of the crisis and is now poised to capitalize on future 
growth and business opportunities. 

Use of Proceeds 
Arcapita intends to use the proceeds raised in the Rights Issue for general corporate purposes, including to 
capitalize on attractive investment opportunities, which Arcapita believes will be prevalent as the global 
financial crisis recedes, and to launch new products and services that are designed to increase recurring revenues 
and thereby reduce volatility of the Bank's income, and to strengthen Arcapita's balance sheet. 

Capitalize on at tractive invest ment opportunities. Historically, alternative investments made in post
recessionary periods outperform all other investments. As an example, private equity funds raised during the last 
three recessions had an industry mean return of approximately 27 percent \-s. 13 percent for funds raised during 
all other periods, and real estate funds raised post-recession also outperformed all other periods.8 Arcapita is 

a Preqin; 'Vharton Real Estate Review; Arcapita analJ sis. 

17 

12-11076-shl    Doc 1668-3    Filed 11/07/13    Entered 11/07/13 16:31:58    Exhibit C -
 Part 1    Pg 19 of 40



THE OFFERING 

seeking additional equity capital to make investments in today's market environment. Arcapita's private equity, 
real estate, infrastructure and venture capital investment teams have built a pipeline of investment opportunities 
at attractive valuations. Arcapita believes that underwriting some of these investments will support the Bank's 
return to profitable growth in FY 2011. Arcapita believes that it is well positioned to underwrite new im·estments 
based on the following: (i) investor demand and the strength of Arcapita's client relationships, (ii) Arcapita's track 
record of profitably in··esting clients' money, and (iii) Arcapita's global investment-sourcing and management 
capabilities. Arcapita believes that through this Rights Issue, the Bank will have sufficient capital to pursue new 
investment opportunHies in this post-recessionary environment. 

New products and services which increase recurring revenues. New capital will allow Arcapita to strengthen 
its business model by diversifying its product and service offerings. Through these actions, Arcapita is focused 
on increasing its recurring revenues, which are less susceptible to cyclical market swings exhibited in its core 
Deal-by-Deal Product Offering. Arcapita is developing a number of funds which will provide the Bank with a 
steady stream of recurring income. In addition, the Bank is exploring a potential wealth management offering. 
Through its Funds Product Offering, its potential wealth management offering, and other products and services 
that are recurring in nature, Arcapita aims to increase its recurring re\·enues and reduce transaction-based 
volatility inherent in its historical earnings. 

Optimize Capital Structure and Strengthen Arcapita's balance sheet. As a result of the global financial crisis, 
Arcapita bas been subject to a combination of losses and unrealized negative fair market value adjustments, 
reducing the Bank's capita l base from $1.4 billion as at the end of FY 2008 to $1.1 billion as at Q1 2011. During 
this time, Arcapita embarked on a number of initiatives to fortify its balance sheet, protect its investment 
portfolio, and generate liquidity for the Bank (as described in Financial Overview). Through this Rights Issue, 
Arcapita seeks to strengthen .its capital base in order to ensure that the Bank optimizes its capital structure to 
pursue its future growth plans. 

An increased equity capital base v:ill improve the Bank's financial ratios. Historically, the Bank has maintained 
a leverage ratio (total liabilities/total equity) of between two and three times equity capital (2.3 times as at 
September 30, 2010). Arcapita believes that strengthening its equity capital base will allow the Bank to achieve 
prudent and conservative financial ratios by: 

Improving the Bank's capital adequacy ratio; 

Extending the maturity profile of the Bank's liabilities to better match the maturity profile of the Bank's 
assets; 

Increasing the ratio of equity and medium-term and long-term financing to short-term financing; and 

Increasing the ratio of liquid funds to short-term financing. 

Arcapita believes that these improved ratios, in conjunction with new underwriting and the improvements seen 
across Arcapita's investment portfolio, will support the refinancing of Arcapita's medium-term and long-term 
liabilities. Arcapita is in active discussions with a number of financial institutions regarding the refinancing of its 
medium-term facilities and/or the introduction of new facilities. 

Valuation of Arcapita Shares 
The Shares are being offered at a price of $3.00 per share. This price represents a 25.2 percent discount to 
Arcapita's book value per share of $4.01 as at September 30, 2010. It also represents a discount of 39.1 percent to 
Arcapita's gross market value per share of $4.93 and a discount of 32.3 percent to Arcapita's net market value per 
share of $4.43 (after 10% liquidity discount), as determined by Ernst & Young, Arcapita's auditor. The offering of 
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Rights Shares at a discount is consistent with the practice of companies using discounted rights issues for equity 
capital raising. The discount also reflects the importance Arcapita attaches to the successful subscription and 
take up of the Rights Issue. 

Valuation Methodology 
Ernst & Young has developed an SOP methodology to determine the fair market value of Arcapita shares. The 
SOP \·aluation is based on the two distinct means that Arcapita utilizes to generate income: (i) investing its 
own balance sheet funds and (ii) earning investment banking and management fees on client assets under 
management. The valuation of Arcapita shares, which captures both the balance sheet value as well as the 
franchise value using earnings multiples, is set out in Appendix B. 

Subscription Procedures 
Offers to subscribe for Rights Shares must be made by completing in full and signing the attached Subscription 
Agreement in accordance with the instructions therein and the terms of this Private Placement Memorandum. 
Shareholders may offer to subscribe for up to or more than their pro rata preemptive rights entitlement of 
the Rights Shares. Any offers received by the Bank from a shareholder in excess of such shareholder's pro 
rata preemptive rights entitlement for Rights Shares shall be deemed to be an offer for the maximum pro rata 
entitlement for such shareholder for any Rights Shares not taken up by the other shareholders . Shareholders 
will receive Rights Shares above the pro rata preemptive entitlement as Arcapita may determine, in its sole 
discretion. Arcapita also reserves the right to reject subscriptions in whole or in part, in its sole discretion. 

Any Rights Shares that are not subscribed for by a shareholder will be issued to the other shareholders who have 
requested more than their allotted shares during the Invitation Period and then any remainder will be available 
for offer and issuance to third parties on terms to be determined by Arcapita's Board of Directors. 

The completed Subscription Agreement should be sent by fax and courier to the Bank (together with payment in 
the manner described hereinafter) to be received by the Bank no later than 5:00 p.m. Bahrain time on December 
9, 2010. Each completed Subscription Agreement must also be accompanied by the following "Know-Your
Customer" documents, if such documentation has not already been provided. 

For Corporate Shareholders: 
Copy of the Certificate of Incorporation of the company or Certificate of Commercia l Registration of the 
company; 

Copies of the Memorandum and Articles of Association of the company; 

Copy of the register of shareholders of the company; 

List of Officers/ Directors accompanied with passport copies and secondary identification; 

Copy or copies of the passport(s) of the ultimate beneficial owners of the companr certified as true copies by 
a company representative; and 

Corporate resolution authorizing subscription for Rights Shares. 

For Individual Shareholders: 
Copy or copies of the passport(s) of each Shareholder certified as true copies by an Arcapita employee; 

Copy or copies of one additional identification document for each shareholder, comprising any of the 
following: 

Government issued identity card; 
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Utility bill; 

Driving license; or 

Birth certificate. 

Payment 

Shareholders offering to subscribe for Rights Shares must either: 

(a) Authorize Arcapita to debit their im·estment account with Arcapita and such investment account must have 
sufficient readily available funds on or before December 9, 2010; or 

(b) Make payment for the full payment price of the Rights Shares in US Dollars($) on or before December 9, 2010 
to the account of Arcapita at: 

Pay to: 

SWIFT CODE: 

For account of: 

SWIFT CODE: 

Account No. 

JP MORGAN CHASE BANK, NEW YORK 

CHASUS33 

Arcapita Bank B.S.C.(c), Bahrain 

FIIVBHBM 

000400806991 

All funds received b:· the Bank or debited from the shareholders' investment accounts at the Bank shall be 
initially invested in an Islamically acceptable profit-bearing account at Arcapita Bank B.S.C.(c). Upon acceptance 

by Arcapita of the offer to subscribe and the approval of the Rights issue by (i) the shareholders at the EGA to be 
held on or around December 6, 2010, (ii) the Bahrain Ministry of Industry and Commerce and (iii) the CBB, the 
Bank shall allot the Rights Shares and apply such funds to its capital. If part or all of a shareholder's subscription 

funds are not accepted, or if the Rights Issue is terminated by the Bank, then the shareholder will be notified 
and all such affected subscription amounts, together with any profits accruing thereon, shall be credited to the 
investment account of the shareholder at the Bank pending receipt of further instructions from such shareholder. 

Offers to subscribe for Rights Shares may be rejected if : 

The Subscription Agreement is not received by the Bank by 5:00p.m. Bahrain t ime on or before December 9, 
2010 and payment for the Rights Shares has not been made (i) by authorizing A rca pita to debit t he shareholder 
investment account (and such investment account must have sufficient readily ava ilable funds) at Arcapita or 

(ii) by wire transferring the required funds to the Bank on or before December 9, 2010; 

The Subscription Agreement is found to be incomplete; or 

The requisite "Know-Your-Customer" documents as specified in the Subscription Agreement have not been 
provided. 

Notwithstanding the abo ·e, Arcapita may also (in its absolute discretion) t reat a Subscription Agreement as valid 

and binding on the person(s) by whom or on whose behalf it is lodged even if it is not completed in accordance 

with relevant instructions or not accompanied by the requisite accompanying documentation. 
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Key Investment Considerations 

Arcapita believes that it has the client relationships, investment capabilities, and management team to successfully 
implement its strategy to deploy capital into superior risk-adjusted alternative investment opportunities. 
ll.1anagement is confident about the continued demand for the Bank's Deal-by-Deal Product Offering, its ability to 
develop further its Funds Product Offering and the sustainability of the Bank's business model. Key in·,·estment 
considerations are as follows. 

Opportune Time for Investment 
Historically, im·esting in post-recessionary periods has been an opportune time to invest in alternative 
investments. Arcapita believes that its Deal-by-Deal Product Offering and Funds Product Offering will be 
able to capitalize on this environment to the benefit of the Bank's investors and shareholders. As an example, 
private equity funds raised during t he last three recessions had an industry mean return of approximately 27 
percent vs. 13 percent for funds raised during all other periods, and real estate funds raised post-recession also 
outperformed all other periods.9 As a result, Arcapita believes that capital deployed today will generate higher 
returns and profits for the Bank and its clients. Concurrently, Arcapita believes that the high returns generated 
in this environment will facilitate the Bank's return to profitable growth. 

Exhibit 5 

Private Equity Returns Outperform After Recessions 

32% 

24% 

16% 

8% 

0 
1986 

Source: Preqin. 

' Preqin. 

Average Private Equity Returns by Fund Vintage 

Projected 
Trend 

- Indicates funds raised during I immediately after recessions 

1992 1998 2004 
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Exhibit 6 

Real Estate Returns Outperform After Recessions 

Average Real Estate Returns by Fund Vintage 
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Since inception, the Bank has placed approximately $6.5 billion of investments with over 1,800 investors in 

the Middle East and Southeast Asia. Arcapita enjoys relationships with the GCC region's top individuals and 

institutions, with many of these investors ha,·ing long, established relationships with Arcapita as repeat investors 

and shareholders.10 A rca pita's established cl ientele base is located in two of the fastest growing wealth regions in 

the world: the GCC region and Southeast Asia (see Market Overvie11· and Investment Placement for further details 

on Arcapita's investor base and placement track record). 

In the HNWI and family office market segments, Arcapita has approximately UOO investors. Management 

estimates that these investors control total assets estimated to be in excess of $150 billion. 11 Many of these 

investors are among the GCC region's leading family offices, including the Aljomaih, Al-Fozan, Alnafisi, and 

AIGhanim families, which are represented on Arcapita's Board of Directors. The businesses run by these 

families represent some of the GCC region's largest family-owned conglomerates, and include interests in the 

transportation, food & beverage, real estate, manfufacturing, power & infrastructure and logistics industries. 

Arcapita enjoys numerous relationships with other leading HNWI and famil_- offices in the region, including 

those run by private indi\·iduals/families and royal families. 

Additionally, Arcapita enjoys relationships with many of the GCC region's top institutions and SWFs globally. 

These relationships are apparent in the composition of Arcapita's Board of Directors, which includes directors from 

the Abu Dhabi Investment Council, Brunei Investment Agency, Qatar Islamic Bank, Qatar International Islamic 

Bank, Qatar Islamic Insurance Co., Qlnvest, Gulf Cement Co., British Islamic Insurance Holdings Limited, Karachi 

10 Due to the confidential nature of Arcapita's client base, this section only includes specific information on Arcapita's Board of Directors, 
which is publicly available. 

11 In estment Placement Team client data. Oliver W:·man anal: sis. 
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Electric Supply Company Ltd., National Bank of Abu Dhabi, Abu Dhabi National Insurance Co., International 
Petroleum Investment Company, and Mackeen De-: elopment & Real Estate Investment. 

Exhibit 7 

Arcapita Placement Track Record 2005-2010 

FY 2005 $558 million 
F=:Y,..-,-20=:0:-::7:------------- - - --------- - -----------=$=:1,-=64-:-4-:-million 

FY 2008 $1,604 million 

FY 2009 $401 million 

FY 2010 $345 million 

Note: FY 2007 was a transitional 18-month period. 

ExhibitS 

Geographical Distribution of Investors 
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Arcapita's shareholder base and Board of Directors are a testament to Arcapita's deep-rooted network of 
relationships across the GCC region and Southeast Asia. Arcapita's Board of Directors includes members from 
some of the GCC region's most influential families, businesses and sovereign entities. Represented on Arcapita's 
Board of Directors are: 12 

Mohammed Abdulaziz Aljomaih and Abdulaziz Hamad Aljomaih: Aljomaih Group, one of the leading 
families in Saudi Arabia with interests in numerous major industrial and business enterprises in the Middle 
East and Southeast Asia. The Aljomaih Group represents General Motors, PepsiCo, Shell, Yokohama, and 

" For a fullli>t of the entities represented b: each of the respecti· e Board Members, see Board of Directors. 
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Fiat-r 'ECO, MAN, MTU, Lurgi. New Holland and other American, European and Japanese international 
companies in the GCC region. 

Ghazi Fahad Alnafisi: The Alnafisi family is one of the leading business families in Kuwait. Mr. Alnafisi 
is Co-Founder, Chairman, and Managing Director of Salhia Real Estate Company K.S.C., a leading player in 
GCC region real estate property im·estment, development, and management. The company also owns and 
manages hotels, nursing homes and senior residences. 

H. E. Sheikh Jassim Bin Hamad Bin Jassim Bin Jabr Al-Thani: Sheikh Jassim is a member of the Qatar royal 

family, and Chairman of Qatar Islamic Bank, a publicly listed bank on the Qatar Stock Exchange, offering 
commercial banking, asset management and investment banking services. 

Khalifa Mohamed AI Kindi: Mr. AI Kindi is Managing Director of Abu Dhabi Investment Council, the 

investment arm of the Abu Dhabi government focusing on im·estments in Abu Dhabi, the Middle East and 
globally. 

Abdurrahman Abdulaziz Al-Muhanna: Mr. Al-Muhana is Managing Director of Almarai Company, a 
vertically integrated company covering all supply chain acth· ities (dairy farming, food processing, marketing, 

sales and distribution across the GCC region) of numerous food stuffs, with over 16,000 employees and 
production capacity of 2.8 million liters of dairy products per day. 13 

Abdulla Abdullatif Al-Fozan: Mr. Al-Fozan is Chairman of AI Fozan Group, one of the leading family 
businesses in Saudi Arabia with interests in industrial manufacturing, construction, consumer goods, 

financial services, retail and services industries. The AI Fozan Group represents Christian Dior, Dolce & 

Gabbana, Estee Lauder, Fac;onnable, Burberry, Fendi, Giorgio Arman.i, Bvlgari, Calvin Klein and many other 
leading global brands in Saudi Arabia. Mr. AI-Fozan also represents a number of other leading Saudi Arabian 
enterprises. 

Dr. Khalid Thani A. Al-Thani: Dr. Al-Thani is Vice-Chairman and Managing Director of Tadawul Holding 
Group, a Qatar government-owned firm, u ndertaking direct investment in the financial services sector for 

the royal family. The Group also includes a Shari'ah-compliant real estate property investment, development, 
management and consultancy services business. Mr. Al-Thani also represents Qatar International Islamic 
Bank and Qatar Islamic Insurance Co., both leading public financial services firms. 

Rajah Hartini Binti Haji Abdullah: Hajah Hartini is Acting Managing Director of Brunei Investment 
Agency, the sovereign wealth fund that holds and manages the government of Brunei's General Reserve 
Fund, and their external assets. 

Ibrahim Yusuf Alghanim: The Alghanim family is one of the leading business families in Kuwait. Mr. 
Alghanim is Chairman and Chief Executive Officer of Alam AI Mesila Trading Co., an Alghanim family 
business focusing on investments in the financial services and real estate sectors, both in the GCC region 

and internationally. In addition, Mr. Alghanim is Vice-Chairman of the Securities House, a publicly listed, 
Shari'ah-compliant investment firm investing in various sectors, and offering a number of asset management 
and in··estment banking services. 

Arcapita's 330 shareholders (excluding Management) also include numerous other sovereign entitities, royal 
fam ily members from across the GCC region and hundreds of prominent individuals and institutions in the 
Middle East. No shareholder other than Management as a whole owns more than 10 percent of the issued shares 
of Arcapita. 

" Zawya. 
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Limited Competition in High Growth Islamic Market Segment 
Arcapita is the world's leading sponsor of Shari'ah-compliant alternative investments.14 Very few firms offer 
investors diversified Shari'ah-compliant alternative investments on a global scale. A rca pita believes that none of 
these firms can match the breadth of Arcapita's product offering. A majority of firms in the Islamic alternative 
investment market operate solely in the real estate asset class, whereas A rca pita has a long track record in private 
equity, real estate, infrastructure and venture capital. 

Exhibit 9 

Competitive Analysis of Arcapita's Islamically Structured Products 

Private Equity Competition 

United States Limited 

Europe Limited 

!.Iiddle East Extensive 

India Limited 

Infrastructure Competition 

United States Limited 

Europe Limited 

Asia l\Ioderate 

Middle East Extensive 

India Limited 

Real Estate Competition 

United States Extensive 

Europe Extensive 

Asia Extensive 

Middle East Extensive 

India Extensive 

Venture Capital Competition 

United States Limited 

Note: based on Arcapita's internal qualitative analysis and industrJ knowledge. 

Importantly, Arcapita believes that it has access to a wider investor base than its compet itors who do not offer 
Shari'ah-compliant investment products. Due to its investment capabilities and track record, Arcapita syndicates 
im:estment products to investors who (i) will only invest in lslamically structured investments, (ii) prefer 
to invest in IslamicaJly structured products, and (iii) are indifferent to the Islamic nature of an investment. 
Conventional competitors can only access investors in the second and third categories. More than 60 percent of 
Arcapita's I-INWl and family office client base prefer Shari'ah-compliant investments.15 

As at 2009, only one percent of global assets were invested in Islamic finance.1
" As Islamic finance gains increasing 

'."isibility, Arcapita believes sophisticated Islamic investors will increasingly turn to Shari'ah-compliant alternative 
investments as an allocation strategy. Arcapita believes it is well poised to capitalize on these market dynamics. 

" According to Pri ·ate Equity International, 2010, Arcapita is t he world's leading sponsor of Shari'ah-compliant alternative investments b; 
capital raised over the last five years. 

" Investment Placement Team client data, Oliver Wyman anal, sis. 
to Oli• ·erWyman, 2010. 
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Exhibit 10 

Profit Pool Growth: Islamic Finance Profit before Tax 
($billions) 
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Source: Bankscope and Oliver Wyman analysis; "The Next Chapter in Islamic Finance." Oliver w, man. 2009. 

Track Record of Innovation 
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Arcapita was established to satisfy demand from GCC investors seeking quality alternative im·estment products 

structured according to Shari'ah principles. Over the last 12 years, Arcapita has been a market leader in de\·eloping 

innovative Shari'ah-compliant alternative investments. These innovations include: 

The first Shari'ah-compliant leveraged buyout ("LBO") in the United States, Computer Generation Inc, when 

it was acquired by the Bank in May 1999. 

The largest Shari'ah-compliant LBO to date in December 2006, with a transaction value of $4.2 billion, 

through the public-to-pri,·ate acquisition of Viridian Group pic. 

The first initial public offering ("!PO") by a Shari'ah-compliant firm in t he United States, Caribou Coffee, Inc, 

when it was listed in October 2005. 

The first Shari'ah-compliant venture capital fund targeting western markets: a $200 million fund launched in 

October 2005, with eight investments and one exit to date. 

Arcapita believes that there is a scarcity of quality Shari'ah-compliant alternative investment opportunities. 

Through its culture of innovation, demonstrated by its track record, Arcapita believes that the Bank is well 

positioned to develop further innovative products in the Islamic finance space. 

Global Investment Platform 

With offices and investment teams in Bahrain, Atlanta, London and Singapore, Arcapita has a strong footprint 

to invest on a global scale. From these offices, Arcapita sources and manages private equity, real estate. 

infrastructure and venture capital investments. Arcapita believes it is critically important to have resources in 

close geographic proximity to the Bank's investments. 

Arcapita brings an international perspective towards its investments, which it draws upon to enhance investor 

returns. Given its global reach spanning three continents, Arcapita believes that it can shift its asset allocation 

according to the global economic outlook more easily than its peers. Arcapita's ba lance sheet benefits from the 
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global diversification of its investments: North America (34 percent), Europe (38 percent), Asia (15 percent) and 
the Middle East (13 percent). 

Exhibit 11 

Arcapita's Investment Capabilities 

Private Equity 

North America 

Europe 

Middle East 

India 

Unique Product Offering 

Real Estate 

North America 

Europe 

Middle East 

Asia 

India 

Infrastructure 

North America 

Europe 

Middle East 

Asia 

Australia 

Venture Capital 

North America 

Europe 

Arcapita believes that its Deal-by-Deal Product Offering posi tions the Bank as a unique provider of di·.-ersified 
Shari'ah-compliant alternative investment opportuni ties. Unlike typical sponsors of private equity funds, 
Arcapita offers its investors the ability to manage their portfolio asset-by-asset This product offering provides 
investors with a clear understanding of the underlying assets and uses of capital in any gi•; en im·estment, 
without the uncertainty of placing money in a "blind pool" fund. Arcapita has found that its HNWI and family 
office clients prefer to invest on a deal-by-deal basis. Additionally, the Bank has certain SWF clients who view 
the deal-by-deal offering as a means to access co-investment offerings typically reserved for anchor investors 
in private equity funds. 

Additionally, Arcapita is able to structure and administer investments for smaller im·estors (investing less than 
$5 million) who are unable to invest with typical private equity funds. In this manner, the Bank is able to create 
alternative investment products that are accessible to both HNWis and large institutions. 

Investment Track Record 
Since inception, the Bank has completed in excess of 70 investments with a total transaction value in excess of 
$28 billion. As a result of its investment track record, the Bank enjoys considerable benefits in client acquisition 
and retention. As at September 30, 2010, on its 16 realized private equity investments, the Bank has generated 
an average IRR of approximately 18 percent; on its seven realized real estate investments (yielding assets), the 
Bank has generated an average IRR of approximately 19 percent; on its two realized infrastructure investments 
(yielding assets), the Bank has generated an average IRR of approximately 49 percent; and on one realized 
venture capital investment, the Bank has generated an average IRR of approximately 165 percent.!. 

" See footnote se,en for details on the presentation of Arcapita's track record. 
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Exhibit 12 

Arcapita's Track Record18 

Private 
Equity 

1998 

32 investments (S7.3 billion); avg.IRR on 16 exits: 18% 

Well Positioned Invest ment Portfolio 

As at Ql 2011, Arcapita's investment portfolio comprised $2.2 billion in equity and $587.3 million in financings 

in private equity, real estate, infrastructure and venture capital investments. During the global financial crisis, 

Arcapita took approximately $517 million in unrealized negative fair market va lue adjustments and provisions. 

At the same t ime, Arcapita dedicated significant resources to position the portfolio for growth following 

economic recovery. As a result, Arcapita belie\·es that the Bank will realize significant \·alue from the portfolio 

in the coming years. 

Exhibit 13 

Arcapito Balance Sheet Equity and Financing Exposure by Line of Business 

Equity Financing Total Exposure % of Total Exposure 

Private Equitj· and Venture Capital 669.1 191.4 860.5 31.2% 

Real Estate 1,017.5 215.5 1,326.7 44.7% 

Infrastructure 486.8 180.4 667.3 24.2% 

Total 2,173.4 587.3 2,854.5 100% 

In conjunction with the improved operating environment, Arcapita believes that the portfolio will benefit from 

speciJic actions taken by the Bank's portfolio management group (the "PMG"). Unlike man~- of its peers, A rca pita 

employs dedicated portfolio management resources, which are separate from its investment teams. PMG consists 

of individuals with backgrounds in consulting, management, operat ions and asset management. 

During the global financial crisis, PMG focused on cost reductions at the portfolio companies in order to protect 

earnings. More recently, the focus has been on operational improvements, customer management and im·entory 

control to ensure that the businesses are able to occupy a prominent market position during the economic 

recovery. 

" See footnote seven for details on the presentation of \rcapita's track record. 
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Exhibit 14 

Broad Market Challenges and Arcapita Response 

Issue Symptoms -------
Declining Demand Industrial and consumer spending 

retreated as the world entered the 
worst recession since the 1930s 

Sourcing I Increased sourcing and commodity 
Commodity Pressures prices as suppliers reached for margin 

Tight Financing 
Em ironment & 
Liquidit_ Challenges 

Need for Gro1:th 

l ack of available credit and poor 
operating environment drove 
liquidity crunch and refinancing risk 

Need to generate incremental 
revenue during downturn 
Need to position portfolio for 
eventual recovery despite near-term 
focus on cost reductions 

Note· Numbers rna> not reconcile due to rounding. 

KEY INVESTMENT CONSIDERATIONS 

Response 

Implemented cost cuts across the portfolio including: 
- Plant consolidations 
- Cost rationalizations 
- Headcount reductions 

Implemented numerous sourcing initiatives focused on global 
supply chain management and negotiating ne1 •• favorable supply 
agreements 

Restructured or amended majority of the portfolio, creating 
sufficient financial covenant headroom to position portfolio for 
growth 
Pro• ided capital where absolutely necessa ry 

A 1·ariety of growth initiatives were evaluated and implemented: 
- Small opportunistic acquisitions 
- Expansion into adjacent business lines I 

products, leveraging current assets 
- Improved lead generation to gain share in 

downturn and be) ond 

Source: Capgemini Lorenz curve analysis; Capgemini World Wealth Report 2010 

In an environment where leverage and fina ncial engineering ha\·e diminished as an effecti\·e source of value 

creation, Arcapita believes that the Bank's ability to provide operating expertise to derive lasting operat ional 

improvements is a major source of differentiation. As a result. Arcapita's portfolio management expertise 

remains a cornerstone of the Bank's investment platform. See Portfolio Management Group for details on the 

group's activities and significant achievements during the global financial crisis. 

Management expects that the portfolio, once realized, will generate returns well in excess of its current carrying 

value. 

Proven Ability to Drive International Growth Within its Investment Portfolio 
Arcapita's international perspective, combined with its strong shareholder and investor base in the GCC region, 

provides it with the ability to evaluate and accelerate the growth of its portfolio companies in the Middle East. 

Arcapita's unique ability to facilitate business relationships among its portfolio companies and its network 

of relationships in the GCC region differentiates it from typical private equity players. For example, Arcapita 

facilitated introductions to oil & gas customers in the Middle East for Roxar AS and Varellnternational, t hereby 

driving top-line growth at the respective companies. 

High Caliber Management Team 

Arcapita has assembled a highly experienced, diverse, and capable management team (see Senior Management 
Team). Management includes individuals with backgrounds in principal investing, asset management, investment 

banking, consulting and industry. The Bank has been able to attract and retain top-tier management talent 

due to its consistent access to substantial investment funds. successful track record, prospects for profitable 

expansion, strong corporate culture and attracti\·e compensation st ructure. Arcapita has a fla t and participatory 

management structure which contributes to a corporate culture of teamwork, innovative thinking and integrated 

decision-making. Management. as a group, is Arcapita's single largest shareholder, gi·: ing executives a strong 

incentive to maximize value for shareholders. 
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Market Overview 

O\·en·iew 
Arcapita was established to satisfy the demand from Middle East investors for quality alternative investment 
products structured according to Shari'ah principles. O\·er time, Arcapita has produced returns that compare 
favorably with conventional alternative investments and, as a result, the Bank's investor base now consists of 
both Islamically oriented investors who invest solely in Shari'ah-compliant investments, and those who invest 
on the basis of returns . Over the last two years, the global financial crisis impacted markets globally, with 
private equity activity slowing the fundraising/placement environment in the Middle East and around the 
world. Investors became cautious about new investment commitments after losing significant amounts in local 
and international equities and rea l estate markets. However, Arcapita believes that the investment outlook is 
improving, and investors in each of its market segments - HNW1s, family offices, institutional investors and 
SWFs - are all beginning to show increasing appetite for new investment . 

Arcapita believes that its performance to date will support the continued growth of its investor base and attract 
investors from a diverse range of backgrounds and geographies. In addition, Arcapita continues to believe 
in the long-term fundamentals of segments within the alternative investment industry in which it operates: 
pri\·ate equity, real estate, infrastructure, and venture capital. Historically, t he industry has been characterized 
by adding significant value and consistently outperforming conventional equity markets and other alternative 
investments. Further, alternative investments have rebounded significant ly on the heels of numerous recessions, 
showing the resiliency and long-term fundamentals of the asset class (see "Opportune Time for Investment" in 
Key Im·estment Considerations). 

Wealth Market Overviev: 
Arcapita's success is dependent on demand from its clients to invest and manage their wealth. With deep roots 
in the capital-rich Middle East. Arcapita's investor base has significant wealth. Moreover, due to a number of 
factors, including continued global demand for petroleum-based products, this wealth is projected to increase 
substantially in the coming years. Seeking to diversify its investor base, Arcapita has expanded its investor 
base to include Southeast Asia. This region, which is poised to benefit from high wealth growth rates in future 
periods, is a natural extension to Arcapita's Middle East-based client base due to its large Muslim population and 
increasing trade ties with the Middle East. 
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Exhibit 15 

HNWI Population, 2006-2009 

(millions) 
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Exhibit 16 

HNWJ Wealth Distribution, 2006-2009 (by region) 
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Middle East 
Arcapita believes that HNW!s, family offices, institutional investors and SWFs in the Middle East will continue 
to devote large sums of capital to alternative investments in the future. The high oil prices of recent years 
contributed to high region-wide gross domestic product ("GOP") growt h rates and trade-driven surpluses, which 
ultimately drive wealth creation across the region. 19 Due to the uncertainty created by the global financial crisis, 
many HNWI and family office investors in the Middle East sought to hold their ·vealth in safe, liquid investments 
during this period. Today, with an increased risk appetite, investors are moving up the risk/return curve and are 
willing to take increased risks necessar)· to achieve higher returns on their investment. 

Southeast Asia 
Southeast Asia has demonstrated growing demand for alternati•:e investments in recent years and is considered 
one of the markets with the fastest growth of HNWI and institutional investors globally. Given the demographics 
of the region, Arcapita believes that Southeast Asia is positioned as a natural market for its Shari'ah-compliant 
products and services. While the region was hit by the global financial crisis in 2008, 2009 has seen the Asia
Pacific region emerge ahead of most of the global economies. The region is home to three million HNW!s and 
accounts for almost 30 percent of the world's HNW!s. Eight of the ten fastest growing HNWJ populations in the 
world are located in Southeast Asia.~0 Arcapita's placement efforts in this critical region prov ide access to one of 
the world's most promising wealth management markets. 

The Alternative Investment Operating Environment 
Over the last two years, largely driven by the global financial crisis, the alternative im·estment industry has 
faced significant headwinds. Since the onset of the global financial crisis in 2007, prh ·ate equity, real estate and 
infrastructure transaction volumes dropped dramatically due in part to t he challenged market for LBO financing. 
In numerical terms, global debt issuances for leveraged buyout transactions decreased by 96 percent from a peak 
issuance of $500 billion in 2007 to $20 billion in 2009.21 

19 Middle East Busines, Intelligence. 
As at 2009. 

" Bain & Compan·. •Global Pri•. ate Equity Report 2010." 
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Exhibit 17 

US Leveraged Buyout Deal Value 
($billions) 
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Sources: Bain & CompanJ Global Private Equity Report, 2010; Preqin. 

However. Arcapita believes that alternative investments operate in cycles, and history has shown t he industry 
to be resilient. This resiliency is driven by the industry's ability to generate returns which exceed those offered 
by con,:entional public markets through value creation. Alternative investment firms enhance the Yalue of the 
companies which t hey acquire by efficiently allocating capital, accelerating the growth of the business or assets 
that they own, providing strategic guidance, streamlining operations, properly incentivizing management and 
efficiently growing the investment. Arcapita believes that alternative investments are poised to rebound as 
investor risk appetites return and the industry generates outsized returns following the global financial crisis. 
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Exhibit 18 

Alternative Investments' Track Record of Exceeding Returns Offered by Com·entional Markets 

Long-Term Returns vs. Selected Markets 
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Increased Financing and Transaction Volumes 
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Further strengthening the case for a rebound in the alternative investment market is the increased availability 
of financing. While still nowhere near the levels seen immediately before the global financial crisis, banks have 
shown a renewed willingness to underwrite financing, with high-yield bonds and leveraged loans rising by in 
excess of 600 percent between Q4 2008 and Ql 2010.22 These financings are supporting an increase in M&A 
activity by private equity firms. 

" Barclay's Capital. 
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Exhibit 19 

US High-Yield Bond and Le1•eraged Loan Issuance 
($billions) 
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Exhibit 20 

Number and Value of Private Equity Deals Continue to Increase Globally 
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In private equity, the industry is also seeing a rebound in valuations as firms prepare a number of por tfolio 

companies for exits. Following five negative quarters since March 2008, the Street Private Equ ity Index shows 
that global private equity funds had positive IRRs since the second quarter of 2009 through the latest reported 

35 

12-11076-shl    Doc 1668-3    Filed 11/07/13    Entered 11/07/13 16:31:58    Exhibit C -
 Part 1    Pg 37 of 40



MARKET OVERVIEW 

results of the first quarter of 2010.23 Arcapita expects that this recovery wiU positively impact the priYate equity 
industry (and similarly portend a favorable outcome for Arcapita's portfol io, as the Bank prepares many of its 
companies for profitable exit over the coming three years). 

In sum, Arcapita fundamentally believes in the resiliency of the alternative investment industry. The Bank 
believes that investments made in today's post-recession market environment will generate outsized returns for 
investors. 

Over\·iew of Islamic Finance 
In the last several decades, Islamic finance has emerged as a significant sector within the global financial markets. 
Currently, countries adjacent to the Arabian Gulf account for 80 percent of global Islamic finance assets, while 
only constituting six percent of Muslims globall~·· The untapped market for Islamic finance is vast, with one in 
two Muslims preferring Islamic finance alternatives when given a viable alternative24 Analysts estimate that 
global Shari'ah-compliant investable wealth totaled $480 billion in 2009, up 20 percent from $400 billion in 
2008.25 Of this total investable wealth, Ernst & Young reports that global Islamic asset management (including 
funds and Islamic investment accounts) reached $292 billion, or approximately 31 percent of the total industry's 
assets in 2009. Globally, analysts forecast that demand for Shari'ah-compliant investment products will continue 
to rise, with the market growing at 30 percent annually since 2000.26 

The Islamic finance market is expanding with improved coverage across asset classes and geographies. The Islamic 
finance industry continues to evol\·e, innovate and create investment products that adhere to Shari'ah principles 
"lhile replicating the returns and products of the majority of conventional portfolios. Analysts believe that the 
industry is in the early stages of its development and see established players in Islamic finance (such as Arcapita) 
having a significant advantage over established conventional (or non-Islamic) competitors that are now offering 
Islamic products and services. This advantage is due to the skepticism that surrounds the Islamic offerings of 
conventional institutions in the eyes of some customers.2~ As a result, Arcapita believes that es tablished players 
have an opportunity to expand their product offerings and rapidly develop market share. 

21 State Street Press Release. July 2010. 
Oliver Wyman. "The Next Chapter in Islamic Finance; 2009. 

" Ernst & Young. Islamic Funds & Investment Report, 2010. 
Oliver Wyman, "The Next Chapter in Islamic Finance," 2009. 

27 "The Islamic Funds & Investments Report." Ernst and Young. 2008. 
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Arcapita Overview 

Introduction 
Since commencing operations in 1997, Arcapita has evolved into a leading international investment firm that 
provides investors with quality alternative investment opportunities on a global basis. These investments target 

long-term returns at or exceeding those offered by conventional public equity markets. A rca pita is headquartered 
in the Kingdom of Bahrain ("Bahrain"), with offices in Atlanta, London and Singapore. Through its net1r ork of 
investor relationships and broad investment-sourcing capabilities, Arcapita seeks investment opportunities in 

economically attractive sectors and regions. Arcapita invests through four lines of business: private equity, 
real estate, infrastructure and venture capital. As the world's leading sponsor of Shari'ah-compliant alternative 
investments, Arcapita has established a track record of offering investors diversified investment opportunities 

that adhere to Islamic principles.28 Arcapita embraces the values of originality, integrity, transparency, 
professional excellence and adherence to an ethical investment policy. 

One of Arcapita's competitive advantages is its strong network of investors and shareholders in the GCC region. 

These relationships, which have been built at the highest levels for over 12 years, are difficult for competing 
firms to replicate. Since inception, Arcapita's Investment Placement Team has syndicated approximately 
$6.5 billion with over 1,800 individuals, family offices, institutional investors and SWFs, primarily in the GCC 

region and Southeast Asia. The Investmenl Placement Team is responsible for developing and maintaining 
relationships with the Bank's broad network of investors. The team consists of dedicated groups assigned to 
the following territories: Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, the United Arab Emirates ("UAE") and 

Southeast Asia . Investment Placement Team members are the main point of contact for investors, and ensure 
regular portfolio updates, presentation of new investment opportunities and accumulated insights into local and 
international investment markets. The Investment Placement Team consists of highly experienced investment 

professionals from leading financial institutions \"ith extensive networks of relationships among HNW!s, family 
offices, institutional investors and SWFs. 

Arcapita is one of the world's leading Shari'ah-compliant investment firms. 29 As at September 30, 2010, the Bank 

had completed in excess of 70 investments with a total transaction value in excess of $28 billion. Total AUM were 
approximately $7.9 billion.30 As at September 30, 2010, Arcapita had a total balance sheet of approximately $3.6 
billion, an equity capital base of approximately $1.1 billion, and employed 265 individuals across its four offices. 

See A rca pita Lines of Business for details on the track record of the respective lines of business. 

c.ccording to Private Equitl International. 2010, Arcapita is the world's leading sponsor of Shari'ah-compi iant alternative investments by 
capital raised over the last fi· •e years. 

,. According to Private Equity International, 2010, Arcapita is the world's leading sponsor of Shari'ah-compliant alternative investments by 
capital raised over the last five :·ears. 

JO AUM represents estimated total equity ·alue of Arcapita's investments. 

37 

12-11076-shl    Doc 1668-3    Filed 11/07/13    Entered 11/07/13 16:31:58    Exhibit C -
 Part 1    Pg 39 of 40



ARCAPITA OVERVIEW 

Exhibit 21 

Global Perspective and International Reach 

Offices 

Private Equity 

Real Estate 

Infrastructure 

Venture Capital 

North .\merica 

Lines of Business 

Geographic Coverage 

Arcapita History 

Private Equity 

Real Estate 

Infrastructure 

Venture Capital 

United Kingdom 

Eastern & WFstern 
Europe 

Private Equity 

Real Estate 

Infrastructure 

MiddlF East 

India 

Total Employees Worldwide: 265 

Private Equity 

Infrastructure 

Asia 

Australia 

Arcapita was founded in 1997 with the objective of satisfying demand from Middle East investors for quality 
alternative investment products structured according to Shari'ah pincipals. Headquartered in Bahrain, Arcapita 
began with a focus on offering its clients private equity im·estments out of its office in the United States. During 
the period through FY 2000, the Bank sought to expand its client base within the Middle East and refine its 
private equity product offering. Arcapita believes that the Bank was the only alternative investment firm 
offering clients Shari'ah-compliant private equity investments during this period. 

From the outset, Arcapita understoood that its investors were seeking a diverisified investment portfolio and, as 
a result, the Bank sought to expand beyond its US-focused prh·ate equity offering. In 2001, the Bank introduced 
US real estate offerings, and in 2002, the Bank opened its London office to provide investors with access to 
investment opportunities in Europe. Two years later, the Bank introduced its third asset class, infrastructure, to 
meet client demand for lovter risk, stable investments correlated to GDP growth. In 2006, the Bank met investor 
demand for higher risk investment opportunities by starting its venture capital line of business. This milestone 
also marked the Bank's evolution beyond a sole pro\·ider and manager of deal-by-deal investment products into 
a provider and manager of fund products. 
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1

Unay, Sevil

From: Khalid Baeshen <khalid@baeshen.com>

Sent: Sunday, July 21, 2013 4:40 AM

To: Griffin, Regina L.

Cc: Hussain, Mustafa (M.Hussain@taylorwessing.com)

Subject: Arcapita - Private Placement Memorandum - 02

Attachments: Arcapita - Private Placement Memorandum - 02.pdf

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

_ _ _ _ _ _ _ _ _ _

PRIVACY and CONFIDENTIALITY:

This e mail, including any attachments, is confidential, may be the subject of legal privilege and is protected by

copyright. If you are not the intended

recipient, you are hereby notified that any use, distribution or copying of this material is prohibited. If you have received

this communication in error,

kindly destroy it and notify us immediately at amsbhelpdesk@baeshen.com

E mails are vulnerable to data corruption, interception, tampering, viruses as well as delivery errors and we do not

accept liability for any consequence

that may arise there from. From time to time, our spam scanners eliminate legitimate email from clients. If your email

contains important instructions,

please ensure that we acknowledge receipt of those instructions. Please note that any views or opinions presented in

this email are solely those of the

author and do not necessarily represent those of AMS Baeshen & Co.
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