A\F‘ e L,l-"-I youo sl dypell Lo

Annual report, General Budget and
Closing Statements

For the period starting at 01\01\2020
and ending at 31\12\2020

Hashim Salim Mutammara Khalil Ibrahim Al-Abd Allah and Partners co.
Chartered Accountant and Audinor For Accounts Mentoring and Auditing
Chs mutammara@dvahoo, com kholelaccountinge yahoo.com
BTTORES0522 (TRAES 1503

Karada - Wathiq 5q. - Salman Faag 5t Al-Saady Building, Mear Al-Mansour Bank



'PP‘“L}:H?JMHI&:H}R“&_W

%

Table of content:

Chairman of BOD Address 3
BOD Repont 5
Corporate Governance Annual Report 20
Shariah Committes Report 24
Audit Commiftee Report 26
Independent Auditors” Report 29
General Balance 41
Profits \ Losses Statemnent 43
Equities Statement 44
Cash Flow Statement - 45
Explanations related to the Financial Statements 46

__-5+-—-—'_'_-_-
a1 ! el &
e ol e il T
e saltor
vaﬂHmugqbﬂiuuﬂnm
| Mamber E:}Trurﬂam Mo . 5374




é_ A G

Chairman of BOD Address

-""""
e —_—




& 0 it ol

% |

Ul duspll b

=In the name of Allah the Merciful-
Chairman of BOD Address

Un my own behalf and on behalf of my fellow Board members, | am pleased w welcome you oll and thank v fior
uocepiing the Invitation o attend the general assembly meeting t diseuss the annual report of { Arabia Islamic Rank} for
the year ending on December 31, 2020, meluding the bank™s financial statements, the most prominent achievements thag
have been achieved and future goals. The report was in line with all Towe regulations, and instractions of supervisory
authorithes. including the rules of corporale govermance reganding disclosure and transparency. and the application of
intermational financial reporting standards,

Crur valued shareboddars,

[t 15 oo secret fo anyone the magnitude of the challenges that faced the global ecomeny in general, and the Tragi economy
In particular, in 200250, due tothe Corons pandernic, which cast o shadow on the economic and investment conditions, which
mogatively affected business confidence. investment decisions. and global trade. And these challenges had a direct inpesl
on the skowdown in economic growth in the region, and despile these challénges, ur bank was able i overcome most of
the obstacles croated by this crisis, which enabled ws Lo pehieve business continuity, snd manape assets and labilities within
the avaitable foree and copabilities professionally and eficiently, W mise the level of the bunk™s mervices in line with
developaents in the banking indusiry. And in order to meet the concept of readiness by providing the service that the
custemier nesds under the condizlons of this crisis, as deposits of various kinds were abirsaied o resch abow 865,35 bllllon
adinars, ASs for the financing seryices gronted to the bonk's castomers, the bank ook Do apprsches, first of which was the
reduction of financing by 28% compared to the previous vear, thus Istamic finances reached a net of 46 billion for this
yer, mest of them are secured by solid guarantess, in complianee with the instructions of the Central Bank of Irag in this
regard and to reduce the bank"s coadit sk, The second spproach is te ot diversifving linopcing by starting to gradually
reduce participation and focus on granting shorg end medlum-tern secured financing in the form of Murabaha and others
with fixed ferms that penerste periodic retams o the bank, in sddizion 1o that our bank stared peactiving various banking
services and products, meluding sterting The Central Bank's initistive [or loans 1o small and medium enterprisca, Our bank
has adopied this approach by reducing the financing granted 1o customers Incomphiance with tee instroctions o the Cental
Bonk. In sdditson to the Corona pandemic, which nepatively affected the bank’s profits. Despie that, sor benk continued
Lo achieve prodits during the poast twao vears 20109 and 2020, gven if it was not ot the level of the planned ambition due to
the chunges impesed regiomally and glebally, However, socording 10 the strategic plan sdopied by the Board of Directors
fr the coming years, wie hops that the bank svill achbeve good grovth in the volume of busioess and excellens profits that
will hee:pu.i or bedber tham the wrernge n!'-;umnl.ﬂrpl.rl. I1'.|:|.|.'|i bk,

I thie figld of banking security, all fnancizl indicaors point & the soumdoess and sieength of the bank's finuncal
position, a2 it malatained strong lquidity and capital ndeguasy satios

In order (o wpgrade the various banking activities to kiep pace with the progress in the benking business. the Board of
Dhrectors spproved o strategic plan for she coming years that Pesased mainly oo providing variows electsonic barking
services that cover the neods of cusomers and contribule te achieving the ohjectives of financial inclision, in addition to
impeoving the internal control environment and activating corporate governance procedurcs and developing the human
element, developing elestronic svuiems, angd diversifying the composition of honking activities and revenues,

Wi state our thanks and appreciation 1o all the bank™s anployses for the |:-u:_-a1am|.1i:|g etfort they made during the
previous period, ond we alss stafe our thanks und appregistion 1o the Central Bank of Irag. led by the Governoe, as well os
bo representutives of the Central Bank, representatives of the Companbes Regisiration Department and represematives of
the Securities Commission for theis aiendance st this meetlng,

May Ablzh help us all o serve our counsry, and moy Allub peace, merey and blessings be apon you,

(Signed)
AHMED ABDUL MAJID JUMAA
Chairman of BOD
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We present o you the comprebensive neport of the BOD on the activities and busingss of the bank {or the year ended
o0 ILTZ20MY which was prepared in accordance with the provisions of Articles (1170 and ( 1341 of the Companles Law
Mo, (2] ) of 1997, amended. and the tnsliruciions of the ."'u;.'-l.'uml:ing Systemn for E'mnpl.miz:-. Mo, (1) For the vear 15958

Firstz An introdfuction to the hank:

—  On 522005, United Arab Company submitted to the Central Bank of Irag o reguest for a lieenss to practice money
ransfer business. The Hesnse io proctice numbered ®3/1072 daved 300062005 was obtained Trom the Ciensral
[Mrectorate of Banking and Credit Conirol in the Central Bank of Irag.

= U O30 12008, it wos upproved w convert the company from o fimited company to o private joint stock comparry and
increase |is caphial to (3000000 0 (v hundred milllon dinass.

— O 2200 200E, the necessary legal procedures wiere compieted t increase the company’s capital from five tundred
milfion dirars o (5 billion drears, sceonrding o0 the Companies Registrution Department fener Mo, 30034 daced
[ 2r 282005,

— O G282°2002, the necessary legal procsdures were completsd to increase the company's capital from {3) billion
dinars to {13} billion dinars, sccording 1o the leger of the Companies Registration Depantment Bo, 2347 on GL022012,

— O D201, the necessary |egal procedures were eompleied o increase the company™s capiial from {153 billion
dinars to {43} billion dinars, secording to the Componies Registration Pepertmant letter No, 22029 on 0902013,

— At the end of the veor (201 5] ond for the purpose of trunsforming the company inte an [slamic bank. 15 copital was
imcreased to {1007 bitlion dimars, as the procedures were completed o | UDD20 6 sceording 1o the Companies
Registration Department letter Mo 605 on LLANL2016, Aceordingly, the United Anih Company for Financiol Transfer
was iransferred 1o Arobia Islamie Bank according voeobe Cenarzl Bank letter Mo, 939846 on 20062016,

~  The banks capital amourted 10 (2500 bilkion diners in the geperal mssembly mecting held on (R0%2016, by offering
reiy shares woeth (1200 bllllon leagl dinars for subseription in sccordance with the provisions of Article 56T ourth of
the Companics Law, and the necessary legal progedures have been compileted with the Regisirar Companics according
i ilvedr lepter Mo, Q223339 dated 077122016

Second: Char vision
Fo be a leading Islamic bank, o mexled of excellence. and tha prefierred parmer for ciients locally and imternationally,

Thibrd: Chur messnge
We strive Loy achleye asoellence Inaverything we do,

—  Wesesk 10 be a portner in providing a comprehensive range of high guality firsncial products and srvices,

~  We seek to build a srong financinl instittion that will provide competitive returns with a focus on prudent nisk
management,

- W seek to be the preferred interface for job seekers by enabling our employees W achieve snccess in @ well-deserved
monner, s thad this succiess is a reflection of theie high professionalism, keadership skill, collective efforts and nitistive
spirit.

- ‘W alm to be a keading bank among our peers by applying the best internationy] precticss in line with the specificity
of the local market.

Fourth: Objectives of the Bank:

The bank genezally aims o

I} Contributing to the sconomic development of building Irag within the framework of the country's general policy by
practicing comprehensive Tslamic banking In all investment snd financing flelds o serve ull economic seciors and fn
& menner consistent with the provigions of the Ixlumic Banking Law and the instructions of the Central Bank of Irg,
as well s the relevant Companies's Law,

7% Providing the best banking services 10 its customers inside and oulskde frag.

31 Maximizing the return for the bank's sharehnbless.

41 Contimiing 1o develop the skills smd competencics of employees.

41 Muainkeining its leading position smong Irsqi banks.
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Thee bank will alse continue ils endeavor 1o attract savings and deposiis and employ them m vareus mvasstment fields,
Iin addithon o carrying oul various benking activities, including firancing ntermational trade through docomentary eredits,
guarantees and foreign fransfers.

- The bank's objectives to reduce carbon emissions:

In onder fo facilitate the transition te o carbon-free future, the bank will increase the supgon provided 1o customers
icompanies and individunls) who seek o switch s glean energy 10 achieve the poals of reducing greenhouse gases and
cartn ernissions, as support will be prncded Tor projects and invessments shat transfem systems that comtribute
reducing corbon emissions by severnl sectoes, OF which
I7  Energy transfonmation,

21 Food production systeme.
i) Transporiation.

41 Industry,

51 Agricultore,

B Techknology.

Where the bank achieved part of the goals st in the reduction of cerbon by supporting the agriculiural secior by granting
Murbiha financing to one of the bank’s cliems the amount of (150000007 ffeen million dinars, and siber projects tha
vl redlice carbon emissiom will be supperded.

Fifth: The Geaeral Budget for the year {20240

1= Assets:

- Todul psseis within the budget { finoneial position) a1 the end of 2030 amourned 10 (339, 165} million dinars, conipared
oo thie year 2009 when vocal assets amwounted 1o ¢ 386,619) million dinars,

The following iz the mmr.-nxililm of the mesels:
A Liguid bhalameces:

Cash Hquidity 15 important in banks bocause it mensures the extent of the bunk’s ability 1o mest it varous obdigatkons,
imeluding requests for cosh withdransals from customer deposits gt any tine. Therefore, banks must always be prepared o
provide appropriate lquidity without negatively affecting thelr sctivities and obpectves. The most impenant elemends of
aguidity im any bank |z the cash available in its safes and with the Cantrel Bank of Trag and other bk, The cash balance
al the end of the year (20200 smeanted o aboul {241,534 dinars, or 7% of the wital assels, while the cash balance at the
end af the year (2019 amourted o (274,970 million dinars, o T1% ot the bodal assets.

B. lslamie fimancing represented by Mudaraha and Musharaks:

Ihe casly credit bolarce {in Mudaruba, Musherska and lskamic Musabaha for the bank) as s 317022020 smounted v
about (46,267) million dinars, o §3.6% of the total assess, and that the bank's mensgement is geared towards further
expansion of cash credit. And the underaking and the addition of new Islamic products.

2. Linbilities anid Equity:
The total deposits of the benk' s eustomers of wll kinds amoanted 10 (36,5311 miflion dinars ab the end of the year
[H20), which constitutes 95.5% of the total liohiliies aemounting o (89633} million dinars and 73% of the Lgal
liahilities and equity, while st the end of (2019) it amousted o (133.834) million dinars, which constilutes 98 8% of
the: tetal lisbilities amuunting te (1374691 million dinars 2nd 35% of the wtal liahiliges and equity. while the property
fights amownted w about (2495100 million dinars, which constitute 73.5% of the tedal lishilities and propeny rights .

| ot BB

2 WEE""‘ loans -l-_i!:ﬁjﬂ-ﬂ b |
[ 3 Cash Insurance L#13,851 iy (6

4 {hher labilites 200384 1

] Allecationss A00LGS] % 01
= Eqaity 249,510,299
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Sinth: Bamk bramches:

= During the years 2019 and 2020, the hank adopeed a plan 10 expand in the next three years by opening new branches
for the bank in some Iragi governorates. whene the Erbil branch was opened In 2018 and Kidkuk in 2019 and other
branches will be opened during this year and the coming vears with the spproval of the Central Bank of Irag, Mote that
the number of @arrent bank branches is (5), including (3) bronches Inside Baghdad {Main branch, Rashesd beanch,
Karrada branch) and pwe eutside Baghdod (Kirkuk and Erbdl brasches) as shown in the table belowy:

“Hend office 5

1

2 Sain Franch 113008 o 2016 TVET
g Pasheed Brareh H25/3% on 2021730023
4 Karrada Brunch B4 o 201870140

5 Kirkuk Branch 210305 on 2018824
f Erbil branches 24960y 39 on 20191029

: Iliul s on December 31, 2020:

'n-'nli: liems of ihe bank's financinl

Cash andl Rakances with the Central Bank of irag 142,160,988 W4l

1

2 Cash with local and Forelgn Banks 94,173 357 9. 29.3
] Investments A1, it G U 0
4 Islamic Finaacing 46,267,110 % 13,6
] Other Assets 534058 & 0.1
& Intangible Asseis 87,103 -

T Fixed .Jmm 12011415 %315
E i l.I. ._|._ L {'1 ! *51.‘1

Eighth: The names of the original and reserve board members, the amount of thelr contribution o8 on December
31, 202, their gualifications, and the names of the chairman gnd members of the Shariah Board,

A= The original members of ihe board of directors:

Chalr of BOD 300 BC.S Management and

AHMED ABDUL MAJEED JUMAA
- Econceny - Statisties
2 AFTHAR MUAYYAD AHMED [eputy Cahir of 20 BCS Munogement aid
B Foednowny = Accoumilog
3 DLURAID ¥ ASSIN HAMDAN CEO pRET] BCS Management und
Economy - Advenising
EEM
4 ABDEL MONEIM MAHDI SALEH hember 24,750, 000,001 ﬁ-i’rl : _mﬂmlm
¥ | HAIDER AKRAM MUHAMMAD AL Member 2,001 BCS Management and
Feoramy - Foanmy
B- Reserve Members:
"1 HUDA ABDULWAHAB HASAN ALI Memiber BC.S Mansgernern il
2 JIHAD MUHAMMED ALl KHORSHEED HUSSEIN Member 2 1K B'::! 5 Baniness |
AdniEnisEmiion
1 | BAN DARWEESH FERRAR] KHAIR [TADAD Member 2,000 .S Busiarss
Adlmsinistration
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T AHMED AEDULMAJEBI}JUM

BAarFE

)
2 | AFHAR MUAYYAD AHMED 7 Attended all meekas
i | DURAID YASSIN HAMDAN 7 Attended wll meetings
4 | ABDEL MONEIM MAHDI SALEH 7 Altended oll mectings
5 | HAIDER AKRAM MUHAMMAD ALI 7 Attended sl meetings

B Infermation of the members of the board of direetors in {the board's commiftees, the date of appointment,
attenibnnee, remuneratinm, the transactlons that took place between the member and the bank or any related

0 ABDUL MAJEED JUMAA

Head of Governance £ ommitiss

201 VI ES

I | AZHAR MUAYY AL ANMEL

I Member of Govermonce
Cornimaibed

2= Member ol Nomlsations -and
Rewards

3 Meniber of Risk Commities

TG

Hid 0 nadl

1 | DURAID YASSIN HAMDAN

1= Hear of 1T C permittes

2« Member of Momizations and
Fewards

3= Memher of Risk Commibies

4 | ABDEL MOMEIM MAHI SALEH

N TN b

i 10l

Hiemd of Mosninations amd Bevaris
Loenialings

. 1| BT BT

10 il

i 11

5| HAIDER AKRAN MUILAMMAD ALL

- Member of Govemance
LR 114111 =

2« Wember of Risk Commitice

3= Member of I'T Committes

4= Mesber of Audit Commitles

2017116

5| #

10.mil

6 | HUDA ABIULWAHAR HASAN ALI

Feed 08 Aulil Commities

=M T2

Mk 1k il

WA

E- Mames of the sharehelders who own 1% or more of the shares and the shareholders whis own 3% or more of the

I:rlllt‘a shares:

1 A.EDE.[ H{HE[H I-MHL'I[ FS.-'-.LFJ{ M-RlL.u'-."-"fl 24 TR0, 00 100 ﬁ 9 9
d MUHAMMED HARIE HI7SSATN AL MULLA 24,7500, 00 b B8
| P-'I'I.L:_FE’]'EEA ABDEL MONEIM MAHDI 24, TS50, (N, 10 e
4 | MUHANSNAD HABIE HUSSATN AL-MULLA 2. TA0, (0, D00 Ba 9.9
5 | MARYAM MUHAMMAD HABRIB ALMULLA E:H:TEH.EHJD.DM B S
6 | WARSAN HASSAN ALL AL-KALAB 24, T30 AL O %289
7 | AWS ABDEL BMONEIM MAHD I%Tﬂ.ﬂgﬂ.ﬂm " 29
§ | ALAA HABRIBA HUSSEM A L-MULLA 13, 00 00, 000 M52
4 | MANARES AHMED SALEH 12, 0 WT.U‘II Y dud
10 | SAMER AHMED MAHD ABRBASI 12,990, W‘.i'.ﬂ'l]] L
11 | SARAH MUHANNADL HABIB AL-MULLA 12.568.318.666 By &

12 | HASSANEIN MUHANNAD HABIB AL-MULLA 12,568 200,667 % 8

I3 | SAJAD MUHANNAD HARIE AL-MULLA 12,568, 120.667 o5 5
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Mmh:n of the Shariah Baard:

'I FARWE E[-LAJ_T;*..EHJ".M.F_IDI
2 | ABDULADIR MAHIN SALIH
3 | AHMER SALIH HUSSEDS

4 | ALISALIM SALMAN

Minth: Salaries and Wages:
The balunce of salaries. wages and bonuses paid w employees during Lhe year 2020 amounted to sbout {7 16.381) thouwsand
dinars, ndting that the bank’s management adopied u policy of conlinuously improving the standard of fiving of s
employees, and the number of the bank”s emplovees a1 the end of the vear became Hl:}'r emplavees,

g 5 a l:i:l: '|.'.-I1.5h mcmnu-ul’ I'h-e cmpiu:.um 'I.I.Ihtllmmfd {he hip

1

2 |-Akl HL‘EEN JA,EIR

3 | SAHIH QASINM AHMED Head Office

4 | DASHTY ABDULLAH MOHAMMED Hezad CHTloe

3 | HIBA RIDAH MAHD Hizad CHTice Complinnee ¢fficer

Tenth: Classificathon of employees:
htﬂﬂuﬁnl -H"rm o5 necordi 'uh _- i &5 on BJL

2. | Viee CEQ |
3 | Seeretary of the Board of Trrectors .
4 | Segtion Director / Compliance Monitor | Director of Money Laundering and 12
Terroeist Fmﬂminlg R.epmtné Sectlon. | Heéad of the Miln Branch
5 | Bramch M:mﬁer &
6 | Assl Deparimedd Manager /. Hissd of the Leonuane Chamber 12
L"'T AREL Agcountant 2
§ | Observent 3
& | Associate Observer (| | reasurer 20
0 | Cosh countert ! Information Cfficer ) Seevice Officer / Generator Operatos / Guard 1
/ Diviver / Agent

i

3| BA 7] |

1 | Diploma ]

4 | Upper secondary school in

& | Lower secondary school 1

a | Primary schiood 5
S T 4o e e A, Dl 0 A0~
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(- Administrative activiiy:

- Human resourees development: The hunk hos presented o serics of training programs in various fields and disciplines
refabed Lo banking business in ceder to enhance the copabilities. skills and efficiency of s affilites, Bekaw is o
summary of the number of partici pants in the courses during the year of 2020:

Iil-u of training courses by topic and venue during the year of 2020

EE

I

I EWIFT LC, LG and bills of collection | 1 1
{2 | The irsgl banking sector in the current situation | 1 I
Banking Awnreness Depariment Workshop 1 | - |
|4 The founding mecting of the general ssembly 1 | - I
L5 | Activie direct debii fools 1 I 1

fi The firsl workshop of Swift Growp [k for ts vear 2020 1 - 3

r Interaal sul) in o tieve of epidemic 1 I = 1

L] FATCA Law Workshap 1 1 - 1

9 | CFC Certified Financial Crimies | 1 - 1

Adtrzcting bank deposits and excellence In cusiomes | i i 1

10 | service |

12| Banking Awureness und Public Protection I | = 1 1

Opening o bank eegount
12 I | - ]
14 | RTGS Payments Svsicin 1 1 - ]

Sperecard Workshop for Banks Corporate Governance i i 5 1
15 | Caide

Intermal ver faation procadores foe the repording anit I 1 X 1

16 | adficial in banks

17| Cybes security and counterng inlrusisns I [ - i

I8 | Financéal Inclusion and FinTech I i - 4

19 | Corporate Bisk Managemerst | | - 3

Banking Law M, (941 0f 2004 [slumic Banking Lew Mo, i 1 ) .

| 43y of 25

21 | Sharia contral and audi 1 L

13 | Fundumendats of Islamic banking 1 T | .

I3 | Bonking risk manogement (nll risks included) | i = i |

24 | Methods for detecting firancial fraod | 1 - ] |

A Frstyesvork foe Corporabe Information Techrology ! | = i

25 | Goveenanes and Management COBIT 2010

X6 | Electranio blackmail e digital sscority 1 1 - |

Miodermn Stundards of Aceounting and Financiol Reparting 1 1 = i

27 | ilAa% & IFRE}

28 | Treasiry and [nveslment Opesations Deposment 1 | L i

29* | Express Transfers 1 I f

30| Bank gunruntses I I . 4

31| Documemary credits and forcign letters of guaranice I | i |

Prodessionil pnd Specinlizet Money Laundering 1 I | &
| 32 | Operutions PMLy '

33 | Corporsie Governance I i 1

34 | Antl-Money Louindering und Terrorisi Finaneing L 1 1

35 | Thinking and Strazegie Plannlng I I - Z

36| I<lomic finence formules and Islamic banking instructions I | = 2

37 | lslamie Adoounting Standerds (AAOIFL} I I . &

38| Sharia und Accounting Standards 1 | - 1

39 | Elestronic Bunking Services i I - I

44 | Anti-Momey Laundering and Terrodist Finoncing 1 1 - L

41 | Bonking risk management I I I

42 | Bank branch 1 I 2

44 | Feasibility Study 1 I - |

10
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A6 | Methods for detecting forgery mnd forgery of documens
47 | Risk Hased Audit

48| Customer credit analysis
40 | Boad eradit

H | Bank credit risk

2| IT Governanes |
information Secuzity Risk Monagenent and Breach [
52 | Astsssinent ' ' '

53 | IT Infrastrscetune 1 I

54 | Financinl Inclusion I I

45 Iuh:&ma:l CRM sysiem 1 i | .
b I I

w I I

|

U Y PR PR I T
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Complisnce and the risks of mm-comphiance

Electronle compliance

Advanced trining courss in the field of combating morey
B8 |a|.|.l'||:|-|!1'|rt'|5:11.|'.‘|.l.n'nm:|. rqu.nl;rnj

3% | Tax Complinnce At (FATCA) | 1 1 e
60 | Eslamic cemificates of ceposit and sukuk course | ] [ =
Sukuk Structwre and Classification Methodalogy (in |
il | French)

62 | Effective administrative communigation e | | =
63 | Digital Identity Project and Know Your Cusiomes Cnline I I -
64 | Arngal performance appraisal mansagement methodalogies I 1 .
Review of the anrueal trdning plen of the Cenle Tor | | |
63 | Banking Swidies for the year 2001 .

Expinin the effecis of chanpes in foreign exchange rites |
uocoeding 1o the Inlernafional Accounting Standard

21 practical apgication 10 chienge the dollar exchinge e
a6 | En [rag

i
P | 1| o ||

—_—ra
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Eleven: Other matters:
- Capital Adequacy:

Thee bank complies with the insiruetions of the Cantrel Bank regarding csloalating 1the cupitel adequacy rafio, which
pmmenanded fo (332%) as on 317122020, noting that the minimum ratio acseading 10 ik imstructions of e Centrul Hamk is
13%

—  Cases and lawsuits Gled:

There i3 one lawault fited by the bank against third parties ot ameant of (30000007 LS dollars related 1o the thefl of
of this amvisunt, and the judicial procedures are still in place. ad the bank has hedped sgalnst in with suffickem provisbons,
Enowing that there ane no lawsuits filed against the bank until the erd of 2020,

Money Laundering and Terrorist Financing Reporting Section:

The Money Lasndering and Terrorist Financing Reporting Secton moandeees the bank™s activity in sceordanos with the
loswys and instnsctions issued by the Cemral Bank of Irng to prevent money loundering opegations; in implementation of 1he
Ant-Money Laundering and Terorst Financing Law Moo 39 40 2005 and tse recommendations Bssed by the wirking
group Financinl (FATF) where the depariment submits monthly and quarterly reports on cash banking opemtions for
emanls exceeding { 10) thousand LS. dollars o it equivabent in lrage dinars, as well as on all tvpes of Incomimg and
autgoing forelun remiitances

In addition to the quarterly reports an the activities entrusted Lo the department, as well &5 reparting cases ol suspested
masey laundering operations 10 the compelent authorities (Ant-Motey Laundertng and Terrorist Finaneing Offioe).
Training and workshaps Ffor combatling mosey lnundering and terrocist financing inside and cutsice Trsg, and the bank was
eguipped with electronic programs and sysiems necessary for this purpose, s exploimed in paragraph No. eleven {elecironic
sysipms )

- Tax:
The bank iz iexed snnually with the Genernl Tox Authonity for 118 activilies.
~  Ehari Complisnce nnd Compliance Control Section:

The Compliance Controdler is obligated to monitor the extent of the bank's complionee with the lows, instructions and
regulations isswed by the Central Bank of lrag and the extent o which the policies and procedures approved by the Board
of Directors are applied, and to review the policies and procedures of all departments W ensure their conalsiency with the
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relevant laws and Instructlons, and thus the complisnce cbserver's work eovers all the acthvities of the bank amd its
operations, and i order 1o enhance the role of this department, where the compliance observer enjoys independence, and
the depariment has been finked dinectly to the boasd of directors. The highest standards of complianee in our bank.

- Rk Mamagement Department;

The development and support work continued by the hank’s management 1o establish & strong infrustructure for risk
management, The department in the bank was reinforeed with employees and intensively truined to wpgrade their
prodfessional level, The department manages all she risks w which the bank is exposed, such as eredii riska, masked Asks
and eperational risks,

Poliches nnd procedurcs hove been developed for the work of this department and the appropriste meahanisms 10 enable it
to wark, and its independence has been strengihened by the Boand of Directors by linking it to the REsk Maragement
Committee formed from members of the Board of Directors and reparts are submitted directly 10 this Commiltee.
The Board, hased on the commites's recommendution, approved] the document of accepiable visks and the permissible
limits, after the department prepared the appeeved risk matrix, which was presented to the Board of Directors.
Al the level of eredit risk, the completion of credit files is monitored 1o ensure their documeniagion and the preparation of
the necessary studies en credil risks and relisted concentrations, The Risk Managenent Committes hoes tuken all pecessany
mensures o reduce the risk of default, taking infto consideration the elfects of upplying Standard Mo, (99 (Expected credit
losd fa Ui fuluns),
As for market elsks, liguidity risks are analyveed and monitored, and gaps and risks resalting o feeign cumencies mre
caleulated
As for the opemtionol risks. all risks resulting from them are followed up, a5 the departments and units in the bank have
bevn cireuleted by informing the Risk Management Depariment of the operational risks and losses of those departments
and units, and key Indicaiors and a mairiy of risks wowhich the bank i= exposed, including the risks resubting from Internal
contrl sysfems. electronde risks, legal rsks, eic, and the depariment calenbnles. siress: tesis, which are one of the
requirements of the Central Bank. and the kank tends tocontriet g obloin an automuted progrom to classify customer risks,
s well s support progroms for caleulating all types of risks.
Structure, polickes and procedures of the risk management department
The propased orgunizaticnnl structare of the risk mansgement department

Riak Btanagrment

her Rlsks Linit Operational Rk | | Financial Rk 1
| Iini iUrig

["Lagai misks Rlskz of nof compiying — ’
loguiRis] | pupuestonmt | | ek of ot s [em—— =

I — |

linraimial Evanits [ N

Introduetion

Risk marsgement is an independent activity thae reports directly to the Boand of DirectorsRisk Committes, shich gims to
identily, measure, reduce and understund the tvpes of riska that ke bank may face or fice, ond work on evaluating those
risks u.;'||.‘| determining the size of the risks that the bank's management wants to bear, in addition to verilying that the bank
talces the nocessary measures, And controls 1o reduce them to acceptable levels, in a manner that gives reasonable assurance
about schieving the bank's ebjectives

First: The Financial Risk Unit: 1t is the possibility of not recovering the principal of the debt oe the profits on time and
completely, which resulls in a fnarcial loss for the bank, and the risks of fuctuation and change in the fulr valise or cosh
fleawwes of financial instrements 22 a result of the change in marked prices such g curmency mtes und stock prices.
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Second: Operational Risk Unit: Operational risks are considered one of the most important ks that cen affect the bank
and lead to its sudden bankrupeey, which were prepared within the standards of the Basel Commities, The bank is aware
af the impartance of these risks. This document has been prepared as o task gulde for the Operutional Risk Unit to be the
hasls and geseral lramework for the Dperational [isk Uni. Opensting risks sre (for example):
* Internal feaid ¢ exteinnl frvud
* Emiployee practices and work environment safedy
= Damage to physical assegs
* Disruption of work and stoppage of systems
* Implementation, delivery and operations moragement
* Environmental; social and economic evenls,
Third; Other Risks Unit: Az part ol the risk assmsments and control procedures, the main business objectives (Obectives)
dnd risks (Risks) that may be exposed are initially identiffed in osder w allempt to schieve the chjectives by setling up
suffcient contral procedures | Controls) to control those risks, while the risks are evidunted and the degres of Each risk if
it is (high, medium, jow} and the degree of importance of each risk is tnkes into account with the employees responsible
fior these operations, and the cause of The risk and the consequences of its opourrence are alsotaken inbo aceount, The rsk
pssesamenl process is carmied out on the basis of delermining the potential impact on the bank™s operations in all aspects:
* [eputntlonal Hak
o Comypliance risk {the potemial invpact of the sk of nonscompliance with redevant laws, regulntions and legislation )
* Legal Risks
= Risks ol mm-l:monin.nw with the risks of Sharin
* Sirateose rsks.
PD\]‘I‘L‘EI Ila pﬂl‘l.'d:lll'lﬁ:
The Kisk Muanagement Department updates the palicies snd peocedures pariodically sceording to the seed and based o
the requirements ol the Central Bonk of Trog and the requirements of banking work, Mon-complisnce with Sharin in addition
o uprdating thie basic policies und procedures approved by the depariment.
Policy the acceptable risks Hmits and the rishs that may be toleraied:

A for the poliey of peeeptable limits for risks and risks, it is updated anmually sccording e ilke planning buedget prapared
by the tank, taking ino occount the siondand matios specified by the Cemrul Bank of rag, which are shown in the table
helowy:

|| Lkgpuidity Coverage Ratio

2 | Bpble Met Fliancing Baiko

3 | Capltal Adeauacy Ratio a2
4 | Ratio of Cash Credit to Totul Deposits Y75
3 | Liguidity Ratio % 30
& | Ratio of Cash Bonds b Letbers of Gaaranbes & i I
7 | Cash-to-Equity Ratio o B4
B | Commbtments to Caplial Ratio Ao 2

The following elements are also taken inke consideration when preparing the accepiable level of risk:

|- The current status of the hank’s copital,

2= Revenues of the hank.

3-The abllity of the bank o deal snd adopt o the resulbts that eocur under changing eemmomic conditlons.

The main comsponenits of an aecepiable risk levek:

First: Credit rigk

I= Cases of credit concenteglion:

o A customer granted credit financing in an amount oot exceeding 1% of the bank’s regulntory capital,

»  The percentage of nvestments does not exceed 201 af The bonk's regulaiory capital,

2- Risks of nor-payment:

The acceptable risk ratio for the institution 10 bear the tofal loss i the credit portfodio is 0.007% of the enpital, provided
that the anmaal provision (3 sdequately caleulated,

3- The growth rate of the finencing perifolio moges between 3%-10% annually,
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Second: Flieamchal rishs

I- Warking to make the ratio of expenses o revenues #5% - (1%,

2- The growth raze in the deposit partfolio is 20% annually.

3= The groawth rase in the instition”s sssets mnges hepween 3% - 2% unnuully.
= The mte of growth in property gy = 0055 -2% annually,

Third: Operational Risks
#% of the annunl net income of the bank is caloulated 10 represent the aceeptalde level of risk for operntionul risks,

Fourth: System risks

I- A malfunciion in & amt of work without stopping it within ane day
2= Condinuous loss of the systam for 30 mirsies

3 An effees that leads w a financial loss of 0,005% of the capital

- Pcm':‘l:il-il:- ol risk in 2% of nrr:ral;i;;lns.

Fifth: Compliance Risks

|.The exient to which the bank’s management snd emplovess comply with the instroctions isswed by the relevant
authoritbes, ingluding the Centrl Bank of Irag, and the internal regulatioes.

1, The extent to which the band’s managemint and employees comply with ihe established internal control systems and

wirk procesdures and policics.

Slxth: Repotation Risks

[ The adminisrmtive saft mus deal with the bank’s customers, sappliers or panners in a professional amd trensparen
maner in acoorelance with the besl practices in foroe,

2. The executive manggemant must deal with the bank's job codre ina way that guarmatees the imterest of the work and the
emphivyee’s inlerest in uoeordance with the institution’s internal system and the: lsbor and workers law,

R

il sl w0
il 3 it
sior G ned Tranaatr
YASIR MAHMOOD KHUDHAIR

ATTOSELA44A

Membar Of ITA Card No . 8374
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T'welve: The Bank's Organizaticnal Structure:

Ihe bank hos wn orgenizotionsl structure ond o job description assoclated with it that defines the powers,
resgonsibalities and departments, and amendments were made 1 it during the yvear 2020 in light of the requirements of the
corporate governance of the bank, so that the amended cegantzational structure ensures clarification of the limits of powess
and respoasibilities for cach department, as well asthe separation of conflicting functions, and it is wken indo acoount The
reguirinenbs of the Cenlral Bank of Irag und the fizwre below shows the organizatisnal sirugture of the bank.
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Thirteen: Summary of the activities of the committees emanating from BOT:

First: The Governance Commitbes: The Governnnee Commities held two sessions during the year 2020, which included
the sesion

T B g ks the Torsstion of & '.'ruli:in_g_ Erobsp Tior thwe T al’ u[h'la.!iﬂg the bank™s govemance guice in Fight of the receni
directives received from the Centrol Bank regarding aking all necessary mebsuees 10 bnplement the aspects of the
seimecasd. The wark of the general assernbly meeting beld cn 000106202

Second: The Momination aod Hemuneration Committee: The Momination and Remuneration Commitiee held soveral
sessjons during the vear 2020, which included the following:

A Discussing the decisions of the Appoiniments ard Promedicns Commities,

B, Momissting &l eleciing new members to the Boand acconding to the requirements of the CGovernanes Manial,

. Mominating emplayvees b fTll positions in the banks departments,

Third: Risk Management Commiites: The Risk Manogement Commities held four sessions during the wear 20340, mosi
of whizh included credit risks {1slamic finsmging of varigus Kinds ), operational risks and scenarios relofed o murked risks,
externnl environment risks and Tiguidity risks, Inaddition o conducting siress tests as direcied by the Central Bank of lrag,
in mddition to extracting the financial rafios of budped ibems.

Fourth: The Awndit Commbttee: The Andit Committes {the Audit Commities] held (6) sessions during the year 2000 thal
included the following: -
s Inferming the Committee of the orgonleaticnal struetues updated by the Department of Administrative Adfairs and
Human Resources in secordance with the requirements snd directives of the Centeal Bank of leag
»  The committes reviewsd the budget and fisal occounts ond reviewed them with the suditor.
The Commities reviewed the resulls of the quarterly Budpet audit prepared by the Interral Audit Department.
The committee discussed the extent o which international seeourting standards are appliod sccording fo the direetives
of the Cenirnl Bank.
#  Reviewing the consolidated report of the AML amd CFT Departiment, and there are no fundomental matiers affecling
the woek{loia.
The Cammitlee reviewed Uie repons of the Department of Risk Maragement and Sharia Complisnoz
The commitiees reviewesd the finuncial dapartments datn wsd 1 financial rotios and compared them with the rest of the
manths,

Fourteenth: The brnking systems nsed:
= IR RARKEXR N0

Bunking Sy siem : Al branches | Depariment
3 Online Banks B Online Banking All branehes |
3 AML AML System Reporting AML
1 SWIFT Money 1 ransfer (Foreign) Intersational deparment
{SWIFT Linit)
5 WESTERN UNION Wiomey Transfir §Limited amount) Fashesd branch - Erbil
bromch - K irkus branch -
Main branch
f R __Interbank Money | ranster Paymeil Departmedt
7 ACH | Incerbeank Money Transter {Chegue reading) Min brngh | Payment
department |
L CHS ____ Covedit Information Exchange Crodit Department
g | S Clear Conneeting Puyment system with vore banking system Payment dopartment |
T LG PLATFORM - Credit Department ' Audil
Drepartment
11 WORLD-UCHECK Seanning the nmes of the cusiomiss Al and CFT

16



& 0y godwil dypell o
L ML, ARFAIEIYA ISLLARIE BEAaieE

i Print Server Connecting the core hanking system und printers

2 Ageess Control Allewing Access o Server room IT el

k! Al Syafem Semding and SMS. Emsil Wemning in case of fine, IT Department

temperuture change. change in hurmidity and waler leak.

4 ESX] Creating and Administrating virtual Servers IT Department

5 Haosting | Diaplay & bullitin board in the branches IT Deparimen

f E-mnil System Creating and Maniging E=mails I'T Department

7 L osurfiche Archiving the files [T Depattment |

Fifteen: Corporate Governanes from the BOD FPerspective:

— Corpomsie governance aims at improving performance and thas moximizing the value of the institution through the
aipplicaition of sound corpornte governamce principles. Therefore, corpomie governance focused on the role of the boand
and its committees: in the control process and fdentified is duties and responsibilities, as well ns the duties and
responsibilities of iis varions committees snd the conditions of suitability for its members. as well a5 the role of the
toard and its commiteees in the contral process, The exesutive management and the saitability of its members, 1 glso
focused on the issue of sepanation between management and ewnership, and defined the rights of each of the
stakehadders and focwsed on inlegrity in dealing with thems,

= The bank hos developed a guide 1o corporate governance and it has been approved by the bosrd of directors, and this
Eulde Is consistent with the eorporale govermmance guide for banks isued by the Central Bank of Frag, as well a5 the
chasrters of the various beard committecs, and the policics and procedurs necessary for the hank™s wirk have been
develinpad and spproved by the board, The Board also opproved o strategy for the bank for the conviag years and
defined the general ebjectives of the bank and the specific objectives for ench of the vears that the bank must achleve,
The bank atsn strengthenad the role and independence of the sepervizory departments such as the Inlernal Shari'a
Adndin and Oversight Department, risk mamnsgement, complisnee awd money lundering, in order o establish 2 stong
infristructure superrvision in the bank. And he developed an appropriate organizational structure For the bank that
shelines the lines of communication and auborities. ond the bank slways secks o sirengihen corporate govermance.

= The number of Board of Directors sesaions reached (7)1 sesaions during the pariod T 00012020 o 3801 272020,
which imchided { 19) decisions; mast ol which aee rekated (o preparing policies ard procedures for the work mechanism
of the departneents and sdoping a guide for corporate governance b addition b the formaion of pep-up committzes
From the boord of directors and anather from the executive management in line with the directives of the Central Bank
of Irag and the corporate governance manual, arganddang work chanters and tasks for (hese commitiess ulier appointing
heads and members for them, and activating

—  The work of these committess pesarding fo the minutes of the meéeting of the Beard of Directors bold on 15082017

inn i3 Tiltls session &ne & Nnlbows:

Liervernianee Commitiee

MNomimations and Rewards Committee
Risk Management Commitice |
Ausdit Commities
1T and Comamumication Commiltes
Credit Comeliiec

Investmend Commitice

S

-—-Jﬁuh-:r-l-tum::

I
|
3
)
i
&
T

Sixteenth: Approsches to Atiracting future Deposits:

Procecding from the supervisory rade of the Central Bank of lraq and according to its letter Mo, WE0 on HVOZ2015,
which included the efforts of klamie barnks to resch the percentuge of the fiture deposits stundard, whickh should not be
lems thai 30% of te total Habiles, so the bank’s management sought to provide products and servieds A new banking
system that is compliont with Isbamic Sharis w suppest the fnancial inclusion process and reach an advanced perceniapge
of the term deposits standard. as follows:
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EiContributing 1o the initlative of the Central Bank of Teag (financing sraall and medium entergirises).

21 Muribahs sale ol furmiture for ermplovees of governmen! depariments.

Jilnvesting the funds of investment accownis in shoa and medium-term developasent peosects that you are implementing

41 Siker comipanics to ersare lHgh retunms that encourge such accoums.

F1Expanding the operations of izsuing letters of guarmnies by adopting term deposits ns cash gusrontess for those
Eaarintees.

& Providing banking facilities to gusranies investment depesits and domiciliary salaries,

T1Swmdying the possibility of serling consemer bills (ebecrricity bills, for example) w achiove financial inclasion

m Emtmm-

o T - T

T — :1=t'f".|r|""'l =i .|. A

| SO0L000 LIS !:-pﬂ:u&ln.md g prtpmmg E.ruJ ﬂ.lpp]]. ing
compuber programs and maintainlng Inegrated
hanking sofiwane systems
2 KP&G 58,000 USD Prowiding advisory services and advics on
finaneial prsition sssessmenl. AML, complinnce
: and Risk management
3 PLOTCH Co far AMLWFT 25,000 USD System for monitoring daily transactions and
suspicioss operations (o reluted to AML
4 DOTI MHJ LD T create wehsines for the honk
5 Cheque books printing Contract A0 LSD Preparing chegae bonks foe the bank
6 Earih's Orbit Co, 10,000 1188 A mochine for  ponting and  peoviding
- Insirunmenis
7 Faleon Secarlty Co, 5700 S0 Provides seeurity serviees represended by fixed |
K Kasperaky 1,160 USD A contract for the supply, operation and
2 application of anfi=wins licenses
] Erbil Branch Tebephone Swiich 1,750 1USD l’n]u:mumal-"arm:rm: awitch linking the branch
| W Baghadsd sie
1 Sum of all Bronches kenses 118 mil 10D Tegntal contract:
Coninects
i Accounts Auditing Controet 30 mil 10D A gontract was signed with Khalil Thrahim Al-
Abdullsh Co. and Husbem Selim Tamra Co,
12 Telephone lines contract | 350 Theusand 10 | A0 imvaice fine / Zain company
i3 IBTS contrnet for Eeonomic 14,500 LIS0) Feuipping the bank wilth clecronie ancllving
corsylting and Training eyetem LLASERFICHE tai ]
i4 | Janat Ab-fraq Contract for Seeurity i Security prolstion conirsc Tor the Head Office
Services HHU0OKmILIQR | ) the Maln beanch
15 Certral Bank of 3t Subscribers to the banki mmnlmuum
Fag 136208833 mil 10D | 200 pkesting i e e I
echnolagies
_____ Roviow Sy stam i
17 Pratotype Contract 1400 TSE FATCA service coniract

Elghteen: Finnnekal Tnclasion;

I'he Ceniral Bank of frmg is the main supporier of the application of the principle of Anancial inclusion by seiting nales
ani leglslation to facilitse procedures for banking transactions in all its forms and approving the provision of simplified
and diffierent financiol services 10 all segments of sockety, whether institstions or ndividuals 1o manage their money and
svings in a-safi and sound manner, Through leyitimate channels (hanks) o reasomable prices.

- Foeevervone. and it is ensy toobtain in 2 way that ensuses that the mujority does not resart to informal meass that are
nol subject w0 any control and supervision. And that the Central Bank seeks 1o popularize the concept of financial
inclizion across the banking secior hy asking banks 1o use modemn clectronic payment systems for the purpose of
achleying.
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= The role of financial inclusion. economic growth, poveny reduction, achieving seswinsble development goals,
protecting consumers, financing small ond medium enterprises, and providing financial products. Among the
advanagss of fingncial inclusion:
Create g datnhase foe each market,
Reduces the process of denling with hanknotes and creates a kind of sufety.
Reduces the process of cormuplion and bribery,
Incroducing the informaol market to the hanking sector.

*  Settlement of solarics. The bonk seeks to galn the conlidence of citivens, especially emplovees of siate depariments,
and localize their salaries in implementation of the instructions of the Central Bank, which allows the emploves
many possibilities such os shorbening time. effort and c08 in various financial transaetions and reducing dealing
with cash and 1bs risks.

Mimeteen: Conflict of Interests Associated with Boaard Members:
- Mo member of the bank™s boord of direcions has an interest (direct or indirecth in the busines and contracts comeluded foe
ihe bank' s aceount in pccondance with the controls and instructions,

Twenty: Accounting Falicies:

= The hank adopts the acenun! principle in its scoounting policy, whether by recording revenses and expenses or in
preparing the final aecounts. Char bank also appdics the financiol sccounting stendands issued by the Accounting nnd
Auditing Organization for [slamic Finsncial Institutions, and the intermational finoncial reporting standords Bswed by
the [nternational Accounting Standards Board as o basls In classifying its accoums and organizing i1s records and in
Preparing and organizing dals ond stafements as réquired by the provisions of the laws and Enstrections in force.

I concluskon. the Board of Direstors exeerds s highest thembs and geatiiade oothe bank’s shaneholibers and affilales
who hove devoted themsedves 1o the cominaity of the wark ol this bemk, and to the managemert of the Central Bank of
Feag for i spemsorship of the bankieg Family that contributed 1o the development of the hanking seclar.

Twentyv-one: Material changes and evenls subsequent 1o the date of the Mnaneial statemenis:

Thers wre nn materind maiters that have o negative fmpoct on the bank's work and continuiy during ihe Ascal vear
fil kvwiing the preparation of this repont,

Uwenty-two! Acknowledgment of responsibilny

. The board of directors bears responsibilicy for the sccuracy and adeguacy of the bank's finoncial stzemems and the
information conlained i e repor, and (o0 the adegquesy of the ivtennd contred and contrel sysems.

2 The Beard of Directors I8 respensible for implememing good corporabe governance pelicies and praciices and the
l.'_'l:rp:lm-: Ciovernanee Manual issued by the Central ok |:-|:'I|.1.||-L|.

1. The Board of Directors and the Exccotlve Managemeni sre commitied 1o applving the full set of announced
international financial reporting standards, and to adhere ke the preportion of finaneial reports in accardance with the
et o o) neeaunilig atandards snd the devalopmient of financiol siatements,

4. The Board of Directors and the Executive Managemen shall abicde by oil lews, imstructoons and regalstions iswed by
the Ceniral Bank of Trug,

5. The board of dreciors bears responsibility for ibe safery of all sctivities, operations, and procederes of the bank,
inclheding its financial condibions asd reptation, asd the respeasibility o Implement the requirements of the Central
Bank, a5 well as the requiremnends of the superyisory autoriibes and other regulatory bodies relaied o §is work, iking
into secount the “stakeholders™, and that the baak is mansged within the framework of legislation, and within The
Miterrsl p..,|.||,¢'||_-5 of the bank, and that effective conirol is comstenily available o the activithes of the hank.

Wishing evervone gond bk
{SipHad} | Signud)
DURAID YASSIN HAMDAN AHMED ABDUL MATEED TUMAA
CEQ Chalrman of the RO
(Seal o | | —
f;MMHMMHmAMHMhhmdmmMHC& tHenl o)

Hasim Sakeemn Masmrzh
| Chartered Accountant and Audivor
| (58

For Accounts monitering and auditing
18}
‘ Clartered Accountand and Auditor (285} |
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Head of Corperate Governance Commitiee Address

Dhear Shareholders,

Stemming of our awareness of he importancs of applying the best practices of good governano, our commitment to the
reuirements of the Corposate Uovernanoe Manwal isseed by the Central Bark of Ireg and cur keenness (o adopt the highest
standards of gocd governance and apply the best practices fdlowed ininternational financial irstintions in arder to enhance
cur mansgement approach; in our belierthos sating sound comporate govermance faimeworks is An cssentlal basis for boogs
term strategie and development planning processcs.

litrrduction
Chvernance |5 on iniegruled imd comprehensive approach b orgonizing the work environment, developing business,
iniplementing operations, and setting intermal control procedares, &5 our bank believes thas the appdication of starkeds and
practices of good goverrancs would make & fundamental difference as i alfects howw 10 prepare and evaluate sirategic
ohjectives, monitor risks and ways to develop The performance and seeoess of any institulion and its long-term
sustzinubility,

Governunve Fromewnrk
Covernance aims o determine the mature of the relatonship between the lank's board of ditectors and the exccative
munagement, which leads (o the protection of the funds of depositors, sharekolders and stakehalders, it addition W Heusing

im afisclosune and ransparency, Relevant Isagi lows amd international standards issued by institwions and bodies
nbernathonal.

Formation of the Governance Comimbties

[he Corporate Governanee Committos was fonmed on 131 12017 based on the minutes of the Bowed of Directors meeting
beld in its (T session on TROE200 7, where it was decided o Toem the commimnee From the gendemen whose names ana
listed in the whie befow e underinke the igsks of preparing, monitoring end wpdating the corporate governance puide for
the bunk and preparing the quarierdy repons o te board of directors.

AHMED ABDUL MAJTEED

Chairman of BOD

-

JURAA A

2 | AZHAR MUAYYAD AHMED Dieputy Chairman of BOD
3| HAIDAR AKRAM SALIH Member Meriber
4 SARIH QASIM AHMED Becretary Commmitber atfirmed

¥hjectives of the Corporate Governance Commitiee:
The Governanee Commitise aims o achieve o number of goals, the most imporiant of which ame (lrsnsmeency,
pecountability, responsibility, equality).

Duties wnd Responsibilities of the Goveraance Commiiier:

. Tl comumitice sels a generad framework tor the foundetions of gevemuncy in the bank apd the approved policies smd
procedurcs for that, so thas they are submitsed te the boend of divectors for approval. The committee glse reviews these
pulicies and procedures and proposcs w0 amenid ihem i mecessary #1 lesst annuelly, and these policses and procedures
miust be compatible with the provisions of The Govermence Cuide and all the regulawry instructions and legiskbation
issued by the Central Bank and the provisions and principles of [slamic Sharia in this regard,

1, The Commitiee shall coordinate with the Audit Conmities (the Andit Committee) and with the Shari'a Supervisory
Board to ensure compliance with the Guide,

3, Focusing on the privacy of lalamic banking. including protecting the interests of mvestment secount holders in addition
Lo otheer stakenalders (o the bank.

4,  The commiitee reviews and follows up on the bank's dEsclosdre poficy and procedures, ond proposes any amedments
v this palicy,

5. The committee reviews the bank’s crganimitional strwcture and its complianee with governance standatds and the
independence of the supervisory functions in the bank (Sherinh Compliances ard Compliance Control Section, Money
Laundering and Terrorist Financing Reponing Section, Internal Sharia Controd and Audit Section, Risk Managemant
Eection) and progose any amendments in this regeed.
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6. The commiites must ersure the preparation of the code of ethics and ethical standards that govern the work of the
board of directars, senior executive management and all employees of the bank, provided that the cemmittes reviews
these standards ot least annually and proposes tw amend them i necesaary,

7. The committee makes sure that the chariers for the work of cach of the commilless emanating from the hoard of
directors. are consisient with the eorporate povernance guide of the bank approved by the board aad the Instrictions
issued by the Central Bank of raqg in this repard

4. The Committee shall monitor the implemenation of the corporate governance guide of the bank so thae 1 is i line
with the spplicable legislation amd the corporale governamce gukhe for hanks issued by the Central Bank,

9.  Ensure that the bank's corporate governance gaide is published on it webshe,

10, Annual review of the disclosare policy and axke of conduct and recomending any amendments thereto 10 the Board
af Direciors

|1, Ensure that the bank discloses the information that is of interest to stakeholders and st pulated in the bank's CIEPOrake
povernunce wukde.

1L Ensuring that all concerned parties, from the Board of Directors 1o the Executive Management, adhere o the appeoved
corpodate povermance policy and the Code of Professional Condoet,

13. Ensuring the hunk's implemenstion of corporabe governance policies is all s operations and activitics.

14. Ensure the effectivencess of the internal control systems related to monitoring corporote gevernence in the bank,

13, T make recommendations regarding the appropriste number for the composition of the Couneil, including:

#  Forming oourcil committees wnd defining their msks
*  Takecharge of all maiters relsted to the cffective perfoemance of the members of the Board.

16 Conducting review and evaluation on & periodic basis regarding any changes in internationa) an local practices that
may have an impaet on hosy the Bank opersies and marages governunce policies, and also recomimmds e (he Board
the Introdisetion of amendmengs 1 thise praclices,

17, Consider issues of non-compliance with govemance and recommend 1o the Boord o 1ake measures 1 cesalve thermn as
AP pTiale.

I8. Recommending 1o the Board for approval of the Bonk's Corporaie Governance Policy

19, Persedically submit reports to the Board of Directors regasding the Commities's ohservobions and recommendations,
and any other maters that the Committer deems sppropriste of upon the Beards reguesl.

20, Make an annuol eeport that includes the octivities and works thot have been implemented by the Governmnes
Commitiee during the previeas vear.

Committee sctivities during 2020

1. The Bank's Comporsis Governanes Manual has boen prepased and approved by the Board of Directoss.

2. The Corporate Governanos Comendtbess wark charier has been prepared und approved by the Board of Direcoors,
which imcheles (definitions, commitee formation, formstion and sumber of commitiee members. comminoe
Fwrmatiom, commiflee lerm, commitice membership, poemination, remuneration, commities sccretary, commitics
mactings. powers Commitice. tasks of the commitee, responaibilities).

3. The Governpnee Committee meeting was held on 37152020 aceording v the invitation sent by the Chalrman of the
Cioverrance Committee {Ahated Abdul Majeed Jurnad on 3082020, and the Commitlee began implementing the
content of the letter of the Clentral Bank of g/ Banking Contred Deparment ¢ A nalysis Section Banks performance
and risk contral Mo, Y% on 02032020, where the cosmmtiee decided the following:

= Forming o working group o updade the compomie governimee guide in light of the recend directives issued by the
Central Bank of Irg in the gbove book, where the working group consigts of the gemlemen whose nomes are listed
e,

L. Mr. aAHMED ABDUL MAJEED JUNMAA (Chairman of the BODN

Ms, HUDA ABDULWAHAB HASAN ALLChazrman of the Audit Commitlee)

M DURALD Y ASEDN HAMDAN (CED)

Mz, FADIA GHANEM KHALIL { Director of the Intermal Skaria Awdil Beparinset)

Mr. SABIH QASIM AHMED {Secretary of the BOLD)

b MUSTAFA ARDULKARIM ALIWIT (Sharia Complivnce and Compdizince Moniton ng Astistant Managers.

B g p

The work tesm was directed (0 tabe all pecessary messsares 1o implement the aspect= of the sconscard.
4, The bank’s corporate governance guide hos been updated and approved by the board of direciors occonding o the
updated corporate gpovernance goide isswed by the Central Bank of lragon 771 172018,
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5. The commiiler made Sue thid the bank's management implemented paragroph (20 of Article (3} in the peneral
assembly mecting held on 01/ 10:20230 by electing ¢ 7) members 1w the board of directors (original} znd the same as
regerves, ascording 1o whal was stnbed in the povernanee guids,

fe. The commiltes reviewsd the minutes of the commibttves amgnsting Grom the boord of directors and the evecutive
management and the ohservations contnined therein, which embodied the tasks and responsibilities of these
commitiees, the recommendations 1o the boord and the executive rmanagement, and the exieni of Ii.':»llml.--up of the
activities and operations of the bank, through which it ersums 1he protection snd rghts of depositors and shareholders.

7. The Commitiee reviewed the Governance Manual (updated) and approved by the Board of Directors nceording 1o the
directives. of the Centzal Bank of Irag and the requirements for amending e formaition of commities: emansting from
the Board of Diréctoes snd the Exccutive Management afier Incnssing the originil and reserve members of the Boand.

i The Committee reviewsd the (updated} organizational structure of the bank and ft was conlirmed that il & in
accordance whh thw requisimients of the Jovermmoe Manuod and whaot 5 consistent with the sections of ihe bank
indicaded in the organizational structure and the commitiess emanoting (rom s bosrd and the execulive management
after s approval and sending a copy of it wo the Central Bank ol T,

G, The committee reviewed the agenda tems of the peneral assembly meeeting held on 10820240 and confrmed that the
Bank” s manogesment 15 moving wards exiablishing companies o establish and fmplement the p:ir:cip]m of comoeate
povermance in addition wo moximizing the prodicgbilite element.

1. The Committee reviewed the plun snd methodology for applying Standard Moo (W) (Financial Instruments) ond
approwed by the Besrd of Dircctees aceording W ibe directives of the Cooteal Bank ol 15ag.

Il The Committes revieswed the (updated) policies and procedures of the Banking Awareness and Public Proteetion
I'.H:[nﬂmﬂn-l: based on the nsiructions of the Cetrl Bdink of Ir.lq anel .I|'I|'H'I:I'rl'.‘|l Iy 1he B of Direcirs.

12, The commbtice reviewed the pelicles and procedures of the Minnnclal deparimient and ersured thot they are within the
requirensents of the governance guide.

13, I was stceriained that the soorecard work ieam had tken e pecessary measures 1 implement the conent of the
soovecand parsgrephs of the Corporate Governanes Manual issued by the Certral Bank of Irag.

14, I was mscerimined thae the tesm working on the scorecard for the Corporiie Goyvernanee Tiwlde bad completed the first
caperimenta] chectronie questinnaire and seol it within the prescribed persod, as the questionmaine was sent on
12703/ 3020,

15, It bes been confiensed that the bank's corporate gevernance guide has been pablished on ibe bank's website.

16, It was ensured that awnreness of the application of the corporate yovermande guide was sprend within thie hank.

17, Itwas ensured that te Code ol Ethics and e ethical standasds that govern the work of the Boord of Directors, the
senlor axecutive management and afl emplovees of the bank were prepared,

[, It was ensured that the chariers of the work of each of the commitiees emanating from the board of directors and the
exeouilive marmgemenl are consistent with the corporate governancs gulde of the bank

1%, It was ensured that the Board of Directers supervises the executive manugement, follows up on [is pecformance, and
enisures he soundness of the bank’s finoncial conditions und selvency

In conclusion, we extend oor thanks and sppreciation io the members of the Corporate (rvermance Committee and the
wink Eeaim.

{Signed)
AHMED ABDUL MAJEED JUIMAA
Chairman of Board of Direciors
(Signed) _ |_?;i_gnnd1 -
HAIDAR AKRAM MOHAMMED ALT AFHAR MUAYYAD AHMED
Aol s e Mbember
I Sl 4l
Arabia [slamic Bank

Caovernance Commiltes
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=In the name of Altah the Most Merciful-

The ri ia =upervi
F Tinancial v imgr oo 31

Praise be 1o Alkah, Lord of the Worlds, and prayers and peace be upon our master Mubemmisd, who was sent a5 8 mency
1 the worlds, and upen his family and companions, st miy peace and blessings be upon lim, -

Peace. merey aid blessings of Allah be apon vou,

I aceordance with the decision of the Board of Directors of Arnbia llamic Bank I wppaoint o Sharts supervisory board
for the bank, and besed an the bank’s stasuic and the assignment letter signed with s, the Sharis supervisory hoard r;-mr,g
to you its annual report for the financial vear ending on 311122020, -
= The Sharia Board has manitored the contracts related o the transactions and agreements ensered inta by the Rank

during the year 2020 and the principles used in fls transaclions in order to express an opinion on whether the Bank is
commitied L the provisions amd principles of Iskamic Sharia, as well a¢ 1o the ftwas and gubdelines issued by the
redevant authoritles. :

= The board carried out the necessary comrol by exumining the documentation and procedures followed by the bank an
e basis of exemining cach trpe of operation carrded out by the bank. The commisslon also sbiained the information.
dutn amd interpretations and reviewed the books and reconds 1L requested and which it considercd necessary 10 provide
It with sufficient evidence to give a reasonable assursnce that the bunk's iransactions did not violae the Jegal
regulntions and provisiens sad the fabwas msuel.

= The suthority elarified a frumber ol new hanking issues and stated the $harin rufing on them.

= The authaeily answered all the related inquirics presentod 10 it and issued the necessary fatwas,

= The Authority monitored the extent of ibe bank's complinnce with the provisions of Islamile Sharia and Islamic
Banking Law No. (43) O 2005 and Sharia and accounting standards issued by the Accounting and Audting
Organization for Financlal and Tslamic Institutions.

—  The suthority reviewed the reports propered by the Sharie Control end Awfit Depanment on the activities and
operations of the hank, s well gs the notes and suppestions made by the department and the meéasures taken by the
execulive management of the Bank In this regard

= The suthority reviewed the general budyet of the bank os it is on 31/ 122020 and the incoms statement for the period
cading on 3 UTZ2020 and the clarifications about the (nanclal suements s they provide @ comprebensive plotaee of
the bank"s work, and the authority did not appear 10 have ooy legitimate violstion of what @ reviewed,

—  Theresponaibility of the Shars Superviscey Booed is to express an irdependent opinion and o clan Ty the Shara roling
in accordance with the rubes, provisions and principles of Islamic Sharia, and the responsahility for implementation in
accnrdance with the Tatwis and provisions of 1slemic Sharia rests with the management af the bank.

= In our opanicn:

#  The contracts and irensactions carrled out by the bank during the vear 2000, which we reviewed, wene carvied oug
in mecordance with Sheria regulations and peovialons.
o Al revenues penerated were from sources that comply with Shasia regulations and provisions,
& Therespomsibiliny for puving the zakat rests with the sharchobders. We do not have any beglilmiabe comiments aboud
iL
This report was isped on Tuesday 200173021 corresponding o 82 Jumads Al-Avowal | 443

Wi ask Allah Almighty to grant us guidance and sound judgment,
Peace, merey wnd blessings of Allakh

{Signed)
Eng. FAROLK CLTAG MAHDE
Chabremn of the Fatwia ued Sharia Superyisery Board

{ Signed) | Signed)
AHMED SALEH HUSSEIN {Seal af) ABDUL QADER MATIDI SALEH
Member of the Sharia Arnhia lslamic Ruank bdember of the Sharia
Supervisary Bound Sharia Superviscry Board Supervisory Board
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Honorable members of the General Assem bly of Arabia Islamic Bank,

The ri dit Committee as on 31112'202
Good greetings,

Based on the provisions of Article (24) of the Banking Law No. {94) for the year 2004 and the
Islamic Banking Law No. (43) for the vear 2015 and the instructions issued thereunder, we present
below the annual report of the Audit Committee for the vear 2020, where this report contained in a
summary torm the results of the work The Committee in its review of the comprehensive audits of
linancial eperations for the mentioned period, as follows:

LIt has been confirmed that the financial statements of the Arab Islamic Bank for the vear 2020 are
prepared in accordance with the provisions of the Companies Law No. 21 of 1997 as amended. and
the bank has complied with the legislation, regulations and instructions of the Central Bank in this
regard, and we have obtained assurances that the financial statements and clarifications reflect the
true financial position of the bank, as It was ensured that the financial statements for the vear 2020
included all the information and clarifications that, in our opinion, were necessary o protect
sharchalders, depositors and other stakeholders, and were prepared in accordance with the relevant
applicable legisiation, regulations and instructions in accordance with the Fnancial accounting
standards issued by the Accounting and Auditing Organization for Islamic Financial Institutions, and
the international financial reporting standards issued by Imemational Accounting Standards Board
Our bank has taken several measures to acquire a specialized electronic system in order to implement
International Standard No. (9) during the year 2019, and the quantitative effect was sent according
lo the instructions to the Central Bank according fo the bank's letter No, M/3/559 on 2777/ 2020 as
mentioned in our last vear's report

2. The bank’s financial indieators wers reviewed and it was found that they reflect the soundness and
solidity of the bank's financial position, as the liquidity ratio reached 235%. while the minimum
standard ratio was 30%, and the capital adequacy ratio reached 352%, while the minimum standard
ratio was 12%. Liguidity coverage LCR amounted to 467% and net stable funding NSFR amounted
to A80%, while the minimum standard ratic is |00%,

3.1t was ensured that the accounting system used, information systems, the book group and the records
used are consistent with the requirements of bookkeeping, as they included. a1 our discretion, the
recording of all assets, liabilities. uses and resources, and that it enables the bank 10 prepare sound
financial statements and that the extracted reports are accurate, reliable and clear in accordance with
the previsions of Sharia. Islamic regulations and instructions issved by the regulatory authorities.

4.1t was ensured that the Internal Sharia Control and Audit Department, along with the auditors, carried
out the inventory process of fixed, cash and inventory assets and that it was carried out properly and
that the results of the inventory matched the supparting records and that the evaluation process was
carried out in accordance with the principles. principles and approved accounting principles,

3. The bank’s internal audit plan for the vear 2020 was reviewed, and it was found to be sufficient and
comprehensive, and the results of the audit of the Internaf Shana Audit and Control Department were
reviewed during the vear Z0Z0 on the bank’s departments, banking activities, various units ond
branches, and it was confirmed that they were camied out according to the approved annual awdit
plan. The audit showed the soundness of banking operations and that they were in accordance with
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the policies and procedures approved by the Board of Directors, and that they did not expose the
bank to hizh risks,

6. The committee also reviewed the internal control and control avstems in the bank and made sure of
their adequacy and safery.

7.The scope, results, and adequacy of the external audit of the bank were also reviewed, and the
committee made sure that it is comprehensive and covers all activities and risks to which the bank is
exposed, The quarterly reports of the financial position sent to the Central Bank were also reviewed.

Finally we would like to thank all those present

You have the utmost respect and appreciation

(Signed)
HUDA ABDULWAHAR HASAN
Head of the Audit Committes

i{Seal of)
Arabid [slamic Beank
Adit Commities

—-
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Hashim Salim Mutammara Khalil Thrahim Al-Abd Allsh and Pariners co,
Chartered Accountant and Auditor For Accounts Mentoring and Auditing
First Class license Mo, 58 First Class license Mo. 285
Chs.mutmmmaragiithog.com khalslaccountingayaboo.com
7708830522 OTO02 42007 OTTO3IRITS3-07507497014

Mumber: 1437
Date: 104052021

Dear shareholders of Arabia Islamic Bank,

Subject/ The independent auditor's report on the financial statements of the Arabia Islamic
Bank

Crar opinion:

We have audited the financial statements of Arabia [slemic Bank, which include:

A statement of the financial position as on 3111212020, a statement of profits and losses and other
comprehensive income. a stalement of the change in equity, a statement of cash flow for the period
ending on the same date, and the notes on the financial statements, including a summary of important
accounting policies.

In our opinion, and tsking into account the audit results shown later in this report, the financial
statemnents of the bank present fairly in all material respects the financial position of the bank as on
3122020, its financial performance, and its cash flows for the period ending on the same date in
accordance with the financial accounting standards issued by the Authority Accounting and auditing
for Islamic financial institutions, and international financial reporting standards issued by the
International Accounting Standards Board,

Opinion basis:

The audit work was carried out based on the auditing standards issued by the Accounting and Auditing
Organization for Islamic Financial Tnstitutions (AAOIFT) and the international auditing standards
issued by the International Federation of Accountants, and our responsibility under these standards
was explained later in the auditor’s responsibilitics for auditing financial statements section in this
report, |

We are independent of the Bank in eccordance with the ethical requirements relevant o our audit of
the financial statements contained in the Code of Business Conduct. We have fulfilled our
responsibilities under those reguirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

1o}
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Important audit findings:
Chur sudit results showed the following clarifications and observations:
1- innal St

The organization of the general budget and final accounts has been prepared from 2016 to 2020 in
accordance with Infernational Financial Reporting Standards (IFRS, as well as orpanized in sceordance
with AAOIF] Islamic Finencial Accounting Standards).

A-Sta 16

* The general administration building and the main branch, in addition to the other new leased
branches, have been disbursed to add building works and new halls since 2016, Therefore, we
recommend the necessity of organizing lesse contracts (more than a vear) for the purposes of
implementing Standard No. {16) and showing that within the right to use assets account leased in
the statement of financial positian,

b= Standard Ng, (9)

* The International Financial Reporting Standard No. (9) IFRS for the year 2019 was applied
according to the instructions of the Central Bank of Irag issued in accordance with the letter of the
Banking Control Department Mo, 96466 dated 26/12/201 8 with the help of a consulting company
and sccording to the agreement concluded with them. The quantitative effect of the standard was
sent to the Central Bank asccording to the letter of the Bank 559 on 27072020, and the results on
311272019 were as follaws:

S _AccountName 000 | ance (In thousand 10D
Provision for financing risk under the indicative 1,313,963
_regulation
Provision for expected financing risk under 1,720,748
 Standard No. (9)
Increasing Standard MNo. () from the provision 415,785
_of the indicative regulation

* In our opinion, it is necessary to recalculate Standard No. (9) for the vear 2020 and determine the
quantitative impact of the standard and calculate the required provision accordingly.

* The bank's management has calculated the provision for financing risks in accordance with the
indicative regulation in the amount of 1,616,984 thousand dinars for the vear 2020

s  Decrease in the 1otal of Islamic financing granted to customers by (17) billion dinars for the current
vear compared to last vear,

2- cash:

A, The cash balance amounted to (241) billion dinars as on 3171 22020, which 15 less than the balance
of the previous vear by (33) billion dinars, and the reason for the decrease is due to an increase in
the investment portfolio and a decrease in the amount of deposits,

B. The cash balance in the fund’ foreign currencics amounted to (37) billion dinars, according to the
exchange rate for each currency on 314122020, while its balance in 2019 reached (3) billion lragi
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dinars, and the reason for the increase is due 1o the high volume of deposits in dollars and an

increase The exchange rates of the Iraqi dinar towards the dollar, sccording to the instructions of

the Central Bank.
C. The liguidity ratio reached 255% (the ratio of cash to deposits and credit current accounts), the

liquidity coverage ratio {(LCR) 467%, and the net ctable financing (MSFR) 4802, which is within

the acceptable limits.

3= Foreign banks:

A. The cash balance with foreign banks amounted to (%9 billion dinars as on 31/12/2020 and includes
#n amount of (97) billion dinars at the Arab African Bank, representing the following:

T.I n i .-I.:-.I:l- —-.I . o ':._I ._:.:_.:.:;11:_._.. ."_- P —
69 Billion Balance of Transfer not withdrawn vet
28 Billion Transactions Sent to CBI haven't deposited in Correspondent Banks
97 Billion Total Sum

B. The accounts of correspondent banks were examined and audited during the year 2020.

C. The (remitances by road) amounting to (28) billion dinars were verified and mentioned in
paragraph (a) above - where we noticed that they appeared at the beginning of the fiscal year 2021
in the statements of the correspondent bank,

. The balances of foreign banks amounted to (99} billion dinars as on 31/12/2020, which constitutes
39% of the bank’s capital, contrary 1o the instructions of the Central Bank sccording to its book
number 9/2/40 on 3272020,

E. We noticed the presence of concentration at the one correspondent (Arab African Bank) contrary
to the instructions of the Central Bank as on 3 1/1272020, and the bank reduced the concentration
ratic in compliance with the instructions of the Centrnl Bank at the beginning of 2021

F. It was noted that the balances in the Arab Afncan Bank amounted to 9.8 million dinars an
31172021 due to the payment of remittances to the beneficiaries. and thus the percentage of debit
balances abroad has reached 4%, which iz within the percentage specified in the instructions above,

G. The management of the bank / the intermational department indicated by an official letter that the
rating of the correspondent banks with which the bank deals 15 not less than (B-) according to the
instructions except for Bank Al Etihad and as shown below:

- Arab African International Bank B-B

| Banque Misr B+
Al Bamaka Turk Participation Bank = B
Bank of Jordan BB-
Al Etihad Bank Mol Rated

az
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4- Investments:

A. The management of the bank has established four companies since 2018, which amounted to their
capitals as shown below, and despite the passage of a period of time since their establishment -
they did not achieve economic feasibility, which led to the iquidation of some of them.

|y W
Lot e

Arabian Horse Ca.
Arabia Leasing Co, 7000, 000 2,449
| Al Jazirah Al Arabia Co. 19,000,000 38497
Arabia Exchange Co. 4,541,952 |
. Total i 29,949 992 (il |

B. A decision of the Registrar of Companics was issued o liquidate Arabia Leasing Company on
20010/ 2020,

C. A decision was also issued to liquidate the Arabian Horse Company by the Registrar of Companies,
and the liquidation decision was issued in April 2021

D. A contribution to the Iragi Deposit Insurance Company was made with an amount of (750) million
Iraqi dinars to guarantee public depasits.

E. The bank’s management contributed to the Arabia Exchange Company with an amount of (4,945)
million dinars, bearing in mind that the cetificate of incorporation was issued on 16022021,

It is clear from the sbove parngraphs the necessity of proper planning for future investments.

Z. Islamyic finance;-

A. Islamic financing, net, amounted to (47 884) million dinars as on 317122020, which is 26% less
than the halance of the previous vear, and the returns amounted to (36,91 1) thousand dinars, which
in our opinion is not at the reguired level.

B. Participation funds of (2), totaling (27) billion dinars. were liquidated sccording o the payment
reccipts that we verified, in implementation of the Central Bank of Iraq’s ohservations in this
regarid.

~  Participation funding of {1} amounting to { 10} billion dinars was granted with the guarantee of the
project itself, in addition to granting (4) Murabaha financings with a total of (98,135) thousand
dinars during the fiscal vear 2020, some of them with guarantees + bill of exchange.

- Participation

— A participation in the amount of (13) billion dinars was granted on 15/01/2017 to one of the bank’s
customers for the rehabilitation of a hotel, provided that the returns are due on 15012019,

—  No returns have been paid on the partnership contract since 154012019, despite the passage ofa
period of time afer the end of the gualification period, and the client was informed by the bank’s
letter No. 6350 on 060372019 that he had not paid the return and determined the project
completion rates, which requires follow-up for recovery Bank rights.

F - Mudaraha

~  Islamic financing (Mudaraba) has been granted in exchange for (Cheque + bill of exchange) in the
amount of (22) billion dinars w (3) customers since 2017.

33

‘



e pelnline)l Suao

= Mo returns were paid in 20820, and no payments were made out of the original amount, noting that
there are (2} speculative funds due for pavment

It 1s noted from paragraphs (C and E) the above memorandum that the decisions of the Board of
Directors of the Central Bank Mo, (120) and (122) for the year 2019 and the letter of the Banking

Control Depariment No. 9'6/219 on August 23, 2020 especially paragraph (1-¢) are not adhered 1o, ).

F. We recommend distributing Islamic finance to all branches of the bank in line with the economic
aclivities in the geographical areas in which the branch is located, in order to distribute risks
according to regions in addition to maximizing resources.

0. We also recommend the necessity of expanding the credit base and restructuring the financing
portfolio 1o include all economic sectors.

H. We also recommend not to enter into granting long-term Islamic financing in order to maintain
continucus annual cash returns according to the letter of the Central Bank of Irag No. %/6:2019 on
23092020 Paragraph (1-B and C),

L. Percentage of Islamic investments and linancings

The percentage of investment in speculation and participation amounted o 19%% of the banks capital
and sound reserves. and the percentage of investments in establishing companies and shares amounted
to 12%. which is within the percentage specified in the instructions,

According to the Central Bank's letter Mo, W2/5228 dated 17/03/72021 Paragraph (4-1) which refers
to king into account the caleulation of participations and speculation within investments on it, the
ratio is 3 1%, which reguires an increase in credit risk allocations in accordance with the Central Bank s
special imstructions in this rezard.

- Pl it

A, The pledge credit balance amounted to (2.027.000) thousand dinars as on December 31, 2020,
before deducting the insurances. and it represents the value of internal letters of guarantee. Mota
that the bank has not sctively practiced this activity since its establishment in 2016, and the bank
has not practiced documentary credits.

B. The insurance balance for letters of guaramee amounted vo (1.813,000) thousand dinars, which
constitutes 39% of the value of the valid letters. The reason for the high percentage is dug o
receiving 100%% guarantees for some lemers becawse they are without solid guaraniees.

C. It can be concluded in the above two paragraphs that the bank has practiced the undertakmg credit
activity at a rate of less than 1% and that the permissible percentage 15 200% of the capital.
Accordingly, we recommend the necessity of giving importance Lo this banking activity i the
future to Maximize resources.

D. The commitment credit risk provision amounted 1o (33,000,000) dinars as on 31/12/2020, which
constitutes 15% of the net value of the letter of puarantee, knowing that it is higher than the
percentage specified in the indicative regulation, which is 2%.

7- Dther Assets

The balance of the above account amounted to (355,000) thousand dinars as on 31/122020, and most
of the balance represents an amount of embezzlement of (438,0(0) thousand dinars by one of the
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affiliates - still suspended in the records - due 1o the escape amd disappearance of the mummy.
Therefore, we recommend the necessity of taking the fundamental approvals and after exhausting all
legal means to write off the debt.

8- Fixed and intangible assets

1.The balance of assets amounted to (15} billion as on 3 171272020, noting that most of it represents the
purchase of land in Al-Jadriya at a price of {10} billion dinars for the esiablishment of a building for
the public administration, in addition to improvements of (3) billion dinars on a rented building on
14th Street, Ramadan, which requires making a lease contract for more than one year for this building
in order to gunrantee the rights of the bank. in addition to applying Standard No. (16} o show the
right to use leased assets in the statement of financial position.

2. The net intangible assets amounted to (87) million, knowing that they represent systems whose toral
cast has reached (1,731) million dinars were amortized during (5) vears, and the income statement
is charged with the amortization installments.

3. There is control over fixed assets in the general administration and the rest of the branches, where
the costs of fixed assets have been entered asccording to the electronic system used in the bank
{BANKS) 1o achieve automated inventory procedures while monitoring the ongoing additions and
write-offs on fixed assets, so we recommend the need to reclassify according to the sections in order
to easily verify the fact of inventorying each department and questioning the concerned depariment
for the differences (if any), especially with regard 1o the general administration and the main branch.

- Undergoing Pro

A. The bank's management purchased a plot of land in the Jadriya arca during the year 2017, with an
areq of {720) meters at a price of (10) billion dinars for the purposes of constructing a building for
the public administration

B. We have reviewed the mortgage bond for the aforementioned piece, and it was updated during the
vear 2021

C. A contract was also signed to construct a building with the First Step Group for engineering and
decaration on 15/10/2017 at a cost of (8) billion dinars, based on the construction area with the
other floors estimated at (4000},

0. The period of implementation, completion and handover of the building ends on 13/10:2019
according to the construction contract, and here you have a delay of {19) months from handing
over the building until the date of writing this report

E. Note that the campletion rate reached (90%) according to the letter sent by the bank to the Central
Bank of Irag |slamic Banks / Real Estate Guarantes Diviston No, 1/3/115 on 28/1 272020

a5
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18- Auction window

Reference to the two books of the Central Bank / Banking Control Department No. 184 on 1/5/2019
and HT23448 on 10/10/72009 The dollar purchases from the foreign currency buying and selling
window amounted to (1.761.447,000) US dollars for the year ending on 31/12/2020 Revenues of
(2.682,005,250) Iragi dinars were achieved, as shown in the table below. When inquiring from the

bank’s management about the decrease in foreign curreney revenues, the administration indicated that
this is due to the supply and demand market and the sctual sales operations in order to win customers,

for 1 o ImeomeiniQnD
External Transf-e:rs L | I ?St!,ﬂl 7.000 ' 2.668.325,250
Cash {Bank's Customer) | 2,650,000 4,900,000
_Exchange Companies { 8,780,000 £ 7RO, 000
Tzl —f 1,761,447 000 2.682,005,250

- The account of foreign currency buying and selling revenues, amounting to (2.682) billien dinars,
according 1o the whle nbove, is less than the balance of (3,930) billion dinars, which appears in the
statement of banking operations, and the reason for this is due @ the realization of revenues from
the sale of cumency purchased outside the window.

= We recommend that a paragraph discussing profiis and losses, including profits from buying and
selling foreign currency. should be included during the discussion of the balance sheet and final
sooounts by the General Assembly, based on the instructions of the Central Bank / Banking
Products Development Division No. 23466 on 107102019

11- Foreign currency pricing:

The foreign currencies in the bank’s vaults and correspondent bank balances were priced ot on
exchange rute of { 1460 dinars per US dollar as on 311272020,

12- Profit and Loss Acconnt {Result of Activity):

A, The hank achieved a surplus (profit) of (358) million dinars before tax for the fiscal vear ending
on 31/12/2020,

B. Revenues from buving and selling currency from the auction window and the bank's currency
trading constitute 96% of the total revenues amounting 1o (4,109) million dinars. The banking
operations activity also constitutes 4% of the bank's total revenues - and this will affect the future
maximization of resources if the board of directors and the executive management do not adopt a
new operating policy for banking operations and activities, especially in the field of pledge credit
and the rest of the bank’s activities.

C. The depreciation account for leased building improvements includes an amount of (49) million
dinars for the amortization of the Karrada branch expenses. [n our opinion, il s nécessary to reduce
the depreciation rate of the leased building improvements account to fit the period of use and make
it 10% instead of 20%.
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D. The salary account for the fiscal year decreased by 45% from the previous vear. due to the
reclassification of the direct withholding tax for employees bome by the bank on the account of
taxes and fees instead of the expense of workers.

13- Deposits and current gecounts:

A, The balance of customer deposits and credit current accounts amounted o (56,54 |, 888) thousand
dinars as on 31/12/2020, which is lower by (36%) than the halance for the previous fiscal year,

B. The mecessity for the bank’s management 1o take steps to attract customers and encourage them o
save in accordance with the Central Bank's instructions regarding financial inclusion under the
letter No, P30/ on 2000272019,

14- Capital Adequacy:

The capital adequacy ratio reached (332)% as on 31/12/2020, which is higher than the standard ratios
mentioned in Banking Law No. (94) for the vear 2004, which amount to 12%. The reason for this s
due to the weak cash and pledge eredit activity and increased liguidity.

- [ | imir

The bank took measures to prevent money laundering and terrorist financing in accordance with the
provisions of Law (39) of 2013 and a foreign company was contracted to develop the AML system
{during the year 2017, and our most important ohservations were the systems for combating money
laundering and terrorist financing operations, and several svstems were noted by the department,
including Bank-Bi AML system, which has effective scenarios for detecting money laundering and
financing operations, and scenarios that need 1o be developed, and (WORLD-CHECK) system from
{REFINITIV) company to examine the names of customers on global sanctions lists and to detect
persons with politically sick risks peps

The department prepares quarterly reports b the Board of Directors and then sends them to the Anti-
Maoney Laundering and Terrorist Financing Office and the Central Bank of Irag, and they were
prepared in accordance with the controls issued by the Central Bank of Iraq No. %/3/306 and dated
190200 a,

The bank is registered with the IRS and its Global Intermediary Identification Number {GIIN) is
2IVTOR,0000.LE. 368 and has submitted a report to the IRS with US citizens for the year 2020,
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When we examined the quarterly reports, we noticed the following:

bl BOPPY . 'I| ,.- -LN A '.'r..'. APE
| | The aumber of open investigations |
2 | Suspicious reporis | 2
3 | Fraud complaints and the number of reporis sent to Western Union 9

16 Rizk manygement:
When reviewing the quarterly reports, we noticed the following:

A The bank has taken several measures to acfivate the risk classification system, especially the
operational risks.

B. The Bank's Risk Management Department conducted stress tests in accordance with the Central
Bank's instructions, noting that this was done electronically aceording to the (Excel) table sent by
the Central Bank.

C. The policies and procedures for risk management were reviewed and it was found that they were
prepared according to the instructions of the Central Bank of Irag,

13, The reports of the Risk Management Department were reviewed and it was found that the report
includes the types of risks,

7- of the Co : :

The compliance reports for the year under audit were examined and reviewed and we found that their
prganization was in accordance with the instructions of the Central Bank of lrag.

18- Internal Sharia Auodit:

The intemnal Sharia controf and audit system included the necessary procedures that are commensurate
with the size and nature of the bank's activities, which contributed 1o the implementation of the
supervisory and intermal control procedures and the approved accounting systems, and that the bank s
documents and records are preserved and prepared in a sound and appropriate manner, especially the
hank's funds. in addition to the role of the department in controlling performance Ensuring adherence
to established palicies. preserving the bank’s assets and working 10 add value by contributing m.ﬁsk
management, evaluating and improving this system 10 ensure the achievement of the bank’s ohjectives,
through the independence of the internal auditer to be able to perform his duties appropriately and
achieve the objectives of the aforementioned systems, as the internal auditor’s tasks on 'I“Iv.I: most
complete aspect is the implementation of a risk-based audit program that contributes Lo pmtectmy: ﬂ-u:
bank's assets and verifving the workflow in the required manner. It has been observed that this is
implemented.
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19- Legal cases:

The legal department of the bank has confirmed to us that there are no legal cases filed by third parties
against the bank, and that there is one lawsuit filed by the bank against third parties regarding theft of
(300) thousand US dollars by one of its affiliates vears ago, knowing that a provision was taken for
this theft. For hedging purposes.

2= Beport of the Board of Th oS and i

We have noticed that the bank™s board of directors sttaches special importance to the implementation
of corporate governance instructions through preparing a special guide for governance and forming
special committees in this regard in accordance with the instructions of governance - the Board of
Directors has also given special importance in following up on the pilot test of the scorecard established
by the Central Bank, and we have the recommendations set out Below:-

= The necessity of having an effeciive system for evaluating the results of the Board of Directors'
work annually.

—  The necessity of secking the assistance of external experts to provide advice 1o the members of the
Governance Committee, and if it is possible to appoint them as permanent advisors

- We recommend that all scorecard indicators be fully and fully documented.

- The need 1o give special imporiance and focus on increasing the effectiveness of the Information
and Communication Technology Committee, whose outputs include achieving the goals of
CINpOrale govemance.

—-  We also recommend the necessity of issuing a statement by the board of directors to all executive
departments explaining the core values to be followed according to the performance card
indicators.

Through cur review of the bank’s answers to the correspondences of the Central Bank of Iraq related
to monitoring the work and results of auditing the data and the monthly, periodie, quanerly and annual
reports prepared by the bank and sent to it, it was ¢lear that the hank’s commitment and interest in the
observations related 1o monitoring the work of the audit results. answering them, implementing them
and continuing to comply with them and that everything that is sent from the bank Central bank of data
toy be identical to the records of the bank.

An internal report was issued by us {(management letter) No. 76 an 11/12/2020 and was completed

Discussing the comments received with the bank's management.
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Professional wages for auditors amounted to (30) million dinars, according to what appears in the
statement of operating expenses for the year 2020,

24- Corong pandemic:

The Corona pandemic (Coved19) spread in early 2020 all over the world, including the Republic of
Irag, which causcd the disruption of many activities and economic systems and this negatively affected
the activities of banks. and the bank management considers that in this pandemic an emergency event
that was not hedged due to the fact that The situation is changing and rapidly evolving, and the
management believes that it is possible 1o defermine a quantitative estimate of the potential impact of
thig pandemic on the bank's future financial statements.

And aceept our sincere thanks and appreciation,

(Signed) iSigned)
Hashim Salim Mutammara K halil Theahim Al-Abd Allah and Pastners ¢o.
Chartered Accountant and Awditor For Accounts Mentoring and Auwditing
First Class license o, 58 First Class license Mo, 285
Cha mutammarEvehoo.com Khal el moooy e n gy Bho,Co
OTTORESG522- 0792242992 O7TT03281733-0T507497014
[Seal asfh I veaal af)

| Khaleil Thralsiim Al Abdullah and Pamners Co,
Foe Accounts monitering and aaditing
{18
Chartered Aceowntant ond Auditor (283) |

Hasim Saleem Matmrah
Chartered Accountant and Aaditor
| (58]
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(zeneral Balance

For the fiscal year ending at 3111212020
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Arabia Islamic Bank
Disclosure of financial position as at 31/12/2020

Explanation 2020 2019
(Thousand [QD) | (Thousands IQD) |
4 142,160,988 232,249,335
5 99,373,357 42,720,548
b 30,699,992 25,750,000
7 46.267.110 63,978,535
# 554,858 483,460
9 87,102 268,899
1 12,011,415 12,653.43%
11 3.010.585 &,515,000
339,165,407 186,619,232
13 56.185.530 155,854,172
14 498,333 825,000
15 1LB13.851 187.65]
16 200,385 108,270
17 600,651 304,065
H0.685,108 137,464,158
250,000,000 250,000,000
96,231 48,617
(585,932) {938,543}
249,510,299 249,150,047
339.165407 86,619,232
{Signed) [ Signed) [ Signed)
Rana Abbdulkareem Dwraid Yaseen Hamdan Ahmed Abdulmajeed Joma
Accountant CEOQ Chaiman of the BOD
In adherence o our report numbered 1437 dated 100E2020
(Seal of) (Seal of)
Khaleil Ibrahim AlAbdullah and Partners Co. Hasim Saleem Matmrah
For Accounts monitoring and Auditing Chartered Accountant and Auditor
(18) (58)
Chartered Accountant and Auditor (285)
(Signed) (Signed)
Khaleil Ibrahim AlAbdullah and Partners Co. Hasim Saleem Matmrah
For Accounts monitoring and Awditing Chartered Accountant and Auditor
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Arabia Islamic Bank
Profit Loss and Other Comprehensive Income Statement for the year ended at
31/1272019
Explanation 2020 2019
{Thousand 1QD} | (Thousand 101
19 364911 1,566,947
20-A 187.660 155,124
0-B 46717 00,623
140,943 68,504
21 3.930,298 2.007,827
2 1,378 098372
4,109,531 4,641,646
B 716,581 1,293,398
24 658,652 803,334
25 1.367.165 1.745.307
26 144,067 105,271
27 336,800 8.279
28 183,000 e
29 344,951 302,276
detal2bb 4,257,815
358,315 383,831
179,157 191,915
179,157 191,915
26,873 28,787
152,284 163,128
7614 8,156
144,670 154972 |
sive i 144,670 | 154,972
(Signed) (Signed)
Rana Abbdulkareem Duraid Yasecen Hamdan
Accountant CEQ
{Seal of)
The Republic of Irag

Secretariat

Dian Abdul Karim Khudair
Receipt Mo. 5221 dated 14:06:202 1

Profession Council of Auditing and Comrol of Accounts

We cenifly the authenticity of the seal and signature of the auditor and that he
is practicing the profiession of auditing and auditing for the vear 2021 withour
assuming responsibility for the contents of these financial staements

The notes in the attached explanation statements, from {4} 1o (29), are considered a vital part of the

financial statement.
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Arabia Islamic Bank
Statement of change in equity for the year ended at 31/12/2020
In Thousands QD

8617

1,387,864

Opening balance at the 250,004, CH00 (2,326,407 | 249,150,074 !
beginning of the period
Additions - 179,157 | 79,157
deducting losses
Payment of an additicnal ———e -ee 28,784 28,784
tax allocations calculated
for 20149 )
Net profit for the current ——— T.614 44,670 —— 152,284
vear
Balance at 31/12/2020 250,000 000 06,231 1361318 | (20472500 | 249,310,299
Arabia Islamic Bank
Statement of change in equity for the vear ended at 31/12/201%
In Thousand 103

Opening balance at the | 250,000,000 1,290,442 | (2.518.322) | 248.852,581
beginning of the period
Additions - — Tt 191,915 191,915
_ deducting losses
Payment of an additional s - (57.550) - (57.550)
tax allocations caleulated
for 2018
| Net profit for the current a2 £.156 134,972 s 163,128
Year
Balance at 31/122019 250,000,000 HR617 1387864 | (2.326407) | 249.150.074
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Arahia Islamic Bank

Statement of Cash Flows for the year ended at 31/12/2020

5
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Swomn Crilfied Transiator

YASIR MAHMOOD KHUDHAIR
07708548445

In Thousand 101
2020 2019
152,284 163,128
179,157 191,915
1.367.165 1,208.304
1,698,606 1,563,407
17,711,445 37.353.042
(71,398) (86,352)
(49,312.284) | 435,103,768
1,526.200 (837,349)
92,115 73,836
232,537 {284,322}
(29.831,385) | §1,323,523
(4.949,992) (750,000)
(29,067} 317.985
2.967 -
(4,976.092) (432.015)
(326,667) 375.000
R 5,156
(326,667) 383,136
(33.435,538) | 82,838,071
274,969,883 | 192,131,812
241,534,345 | 274,969 853

|Member Of ITA Card No , 5374}
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Arabia Islamic Bank
Statement of explanations related to the financial statements for the year ended at 31/12/2020

The Board of Directors of the United Amb Money Transter (Private Joint Venture Company), on
22/10/2015, decided to change the company to an Islamic bank, and increase its capital to 250 billion
Iraqi Dinars for the purpose of practicing banking and financial activities, in accordance with the
regulations and provisions of the Islamic Sharia and Islamic Banking Law No. {43) for the vear 2013,
The approval of the Central Bank of Iraq was obtained by their letter No. 9847 on 2006201 6.
Moreover, the approval of Registrar of companies, & department of the Ministry of Trade, was obtained
in their letter Mo, 605 on | 1/017201 6, and the bank began its banking activities on 02/10/2016.

1. Application of new and revised IFRS standards

consolidated finaneial statements

Ihe revised IFRS standards have been applied in these consolidated financial staternents, The adoption
of the revised [FRS does not have any material effect on the amounts reported for the curnent period
or prior periods but may affect the caleulation of future transactions of arrangements.

« Amendments to IAS 12 "Income Tax" relating to the recognition of deferred tax asscts against
unrealized losses.

s Amendments to [AS 7 "Statement of Cash Flows" to provide disclosures that enable the user of
the financial Statements 1o assess changes and liabilities arising from financing activities.

«  Amendments to IFRS 12 on the requirements for disclosure of shares n other entities.

2.2 Then d ame ards i v nof vel bese ied:

The Bank has not applied. prior to their implementation. the following new and amended
standards:

on annual basis for inmi

or after 1** January 2020:

Standard No. 16 of International Financial Reporting Standards "Tenancy contracts”™: Standard No, 9
of TFRS specify how the reparting entity prepare, in accordance with IFRS standards, its repons,
presentations and disclosure of tenancy contracts. This accounting standard provide an accounting
model for tenant requires of the conracting parties the recognition of assels and liabilities Tor all
tenancy contracts unless otherwise tenancy contrects specify the lease contract is for 12 months or less,
or the relevant assets are of low value, Lenders continue to classify leases as finance ar operating lease
contracts. with no significant change in the accounting model for the lessor in accordance with
Standard No. 16 of the IFRS standards for the preparation of financial reporting compared to TFRS
standards Mo 17.
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FRS standards N "Investment PPro FFe 22

The [ASB amended the requirements in IFRS No. (40) “Investment Property” about the timing at
which a company must convert one Real estate 1o or from invesiment property. Ihe conversion
happens only when there is a real change in use - that is, the original meets or no longer meets the
definition of investment property and there is evidence of Change in use. The administration's intention
cnly to change does not support the conversion process.

ew, Revi rted Standard foreed (con

IAS no. (28) "Investment in associates and coalitions companies” the investor in & non-investing
company may prefer 1o maintain a fair accounting value recognized by an associate of an investment
company o & joint venture with an investment company on its subsidiaries. This choice can he made
in i separate way for each associate or joint investment group. Interpretation no. 22 issued by the
International  Financial Reporting Interpretations Committee (IFRIC) "Transactions in foreign
currency and the conresponding advance payment ". When the price is paid or received in advance in
foreign currency an item may be the item’s principal, expenses or income criterion. IAS 21 "Effects of
Changes in Foreign Exchange Rates” It is not clear on how 1o determine the date of the transaction o
convert the relevant item. Which led to a variety of practices regarding the exchange rate used to
convert the related item. Hence, Interpretation no. 22 of the Imemational Standards Interpretations
Committee defined the financial statements date of the transaetion as the date recognized by the
company in prepayment or future revenue resulting from the prepaid price for transactions involving
multiple payments and revenues, each amount paid or received has a separate transaction date.

IFRS no. 9 for preparing financial statements " Finuncial Instroments”

In July 2014, the |ASB issued the final version of IFRS no. 9, for the preparation of financial stalements
“Financial Instruments™ which supersedes [AS no. (39) “Financial Instruments™: The Recognition and
Measurement and all previous issuances of [FRS no. 9 for the preparation of financial statements. The
revised standard includes three international reporting features for annual statements beginning on or
after | January 2018, early application is permitted.

[FRS no. (9 Introduces new rules for hedge accounting aimed at aligning hedge sceounting with risk
management practices.

IFRS no. (9) Includes an accounting policy option to defer the application of IFRS (9) "Hedge
accounting” and to continue to apply 1AS 39 “Hedge Accounting”. The Bank has decided 1o exercise
the option of accounting palicy but the bank will apply the revised disclosures in the hedge accounting
reguired under amendments to IFRS (9} for preparation of financial statements mstead of [FRS no. (7)
Financial Instruments: Disclosures in the following financial statements:

Impairment:

The final version of IFRS 9 introduces a new individual model for megsuring impairment losses for
all financial assets including loans and debt securities measured at amortized cost or at fair value
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through other comprehensive income. [FRS 9 replaces the current model, "losses incurred” LAS 39, by
the "expected credit losses" model 1o be applied in the future,

In sccordance with IFRS 9, expected credit losses are caleulated by multiplying the probability of
default, estimating losses by default and estimating exposures at defaull. The Bank has developed
methodologies and models that take into consideration the relative size and complexity of investment
portfolios,

The expected credit loss model includes a three-stage approach hased on the change in the credit
quality of financial assets since initial recognition. The expected credit losses reflect the present value
of the deficit in cash relating to defaults either: (1) over the next 12 month period. Or: (2) the expected
life of a financial instrument based on credit changes from inception.

« Under Phase | if there is no substantial increase in credit risk since the initial recognition, an
amount equal to the expected credit loss will be recorded for 12 months.

« Under Phase 2, if there is a significant increase in eredit risk since initial recognition but financial
instruments are ot considered to have been impaired in terms of credit, an amount equivalent to
expected credit losses will be recorded based on the probable duration of the defaul.

e+ Under Phase 3, if there is objective evidence of impairment at the reporting date, these financial
instruments will be classified as impaired and an amount equivalent to the expected credit foss will
be recognized for the useful life of the financial asset,

The expected credit loss model represents a forward-looking view that requires reasonable and
probable expectations of future economic conditions when determining significant increases in credit
risk and measuring expected credit losses.

meni of the significant e iner

An assessment of the significant increase in credit risk is made on a pro rata basis. To assess whether
the credit risk of a financial asset has increased substantially since the inception of the financial asser,
the Bank compares the risk of default over the life of the financial asset at the reporting date with
similar default fisk at the inception of the financial asset using the main risk indicators used in the risk
management processes used At the Bank, the change in credit risk at each reporting date will be
assessed individually and at the sector bevel for individual exposures.

formuaiioe

IFRS 9 requires a fair and weighted estimate oif credit losses by assessing the scope of potential results
that include forecasts of future economic conditions.

The measurement of expected credit losses should include general economic factors and forward-
looking information as well as determining whether there has been o significant increase in credit risk
from the outset.

The measurement of expected credil losses at each reporting date should reflect reasonable and
supported information about pasi events, current circumstances ond expected forecasts of future
economic conditions.
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Experi-hased credif judgment:

The Bank's methodology with respect to the composition of the expected credit loss provision requires
the Bank to use its expert judement to include the estimated impact of factors not included in the
expected credit loss model] results in all reporting periods,

When measuring expected credit losses, the Bank considers the maximum contractual period afier
which the Bank is exposed to credit losses.

All contractual terms should be considered in determining life expectancy, including prepayment
options and extension and renewal options,

The definition of default by the Bank to assess impairment losses is in line with the guidance of IFRS
4. with no reference to assumptions and consistent with regulatory requirements. The policy of
canceling financing transactions remained unchanged.

3. Acconnting Policies

= The financial statements of the Bank have been prepared in accordance with the Financial
Accounting Standards issued by the Aceounting and Auditing Organization for lslamic Financial
Institutions, and in accordance with the International Financial Reporting Standards isswed by the
International Accounting Standards Board in matters not covered by the Islamic Financial
Accounting Standards and in accordance with applicable local laws and instructions issued by the
Central Bank In this regard, compliance with the critenia in IFRS |, in particular:

All assets and liabilities 10 be recognized under IFRS are recognized.

- Non-recognition of items as assets or liabilities if IFRS does not allow such recognition.

—  The reclassification of certain items for the purposes of presentation of the financial position was
different from that in the consalidated accounting system as fallows:

s The calculation of the cash account is divided into two sub-accounts: cash and balances with the
Central Bank and balances with local and foreign banks

» Islamic financing account shown in net {after provision for impairment)

«  Sepuration of banking transactions from customer deposits.

—  IFRS has been applied in the measurement of all recognized assets and linbilities and has not shown
any differences from what have been previously applied.

—  The application has included all [FRSs effective standards on | January 2017.

—  The shift to international standards did not affect the financial position of the bank, due to the lack
of differences in the measurement and simplicity of operations conducted by the bank.
Conseguently, there have been no increases or decreases in the outstanding equity balances from
the previous period.

« Basis of preparation: The Bank adopts the historical cost convention in the preparation of its

financial statements, except for investments in real estate and equity instruments carried at fair
value through equity or through income items that are measured at fair value.
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« Currency of the report; The financial statements are presented in Iraqi Dinars and all values are
roundid to the nearest thousand Tragi Dinars, unless otherwise stated.

« Foreign currencies: Transactions denominated i foreign currencies other than the currency of
the financial statements are recorded on the basis of the exchange rates prevailing ot the dates of
the transactions, At the end of each financial period, monctary items denominated in foreign
currencies are exchanged at the rates prevailing on the date of the statement of financial position.
Non-monetary items denominated in forcign currencies at fair value are re-exchanged at the rates
prevailing on the date that the fair value was determined. Whereas non-monetary items that have
heen assessed on a historical cost basis in a foreign currency are not re-exchanged. Exchange
differences are recognized in profit or loss in the period in which they arise. The Bank has adopted
the following exchange rates:

IN22019
1190
e [Islamic financing assets: |slamic financing assets are those assets and liabilities arising from fixed

or determinable Islamic financing contracts with fixed or determinable payments. These include
financing through forms such as Murabaha, Mudaraba, Musharaka, ljarah, lstisna’a and Salam.
Finance assets are accounted for as of the date they arise and are stated at amortized cost less any
provision for impairment, if any, and after deferred payment.

Murgbaha includes mainly forward sale transactions where the bank buys a commodity
{representing the murabaha shop) and then resells it to the profit afier calculating a profit margin
on the cost. The sale price is paid by the buyer in installments during the agreed period.
Musharaka is a form of capital partnership and is carried at the fair value of the consideration given
after any impairment in value, if any. Participation in the capital provided by the Bank is measured
in kind (if not cash) at the fair value of the assets provided. If an asset valuation results in any
difference between the fair value and the carrying amount, the difference is recognized as profit or
loss to the Bank.

Assets acquired for leasing (Tjarah Muntahia Bittamleek) are stated at cost less accurnulated
depreciation and any impairment in value in accordance with the lease terms, The ownership of
these assets shall be transferred 10 the lessee at the end of the term of the lease provided that all the
rent installments are paid. Depreciation is caleulated on a straight-line basis al rates that reduce the
cost of the assets systermatically leased over the lease term,

In the case of speculation, the assets of the financing are the umounts provided by the hank to
speculators (speculative money) less any losses realized during the period unless the speculator
hears them &% a result of negligence and negligence in implementing the terms of the Mudaraba
contract.

The assets of Salam Finance are the amounts provided by the Bank in advance for poods received
later described in the balance sheet. Receivables are amounts due at the end of the vear after any
provision for impairment has been made.

Finally, Istisna'a's financing assets consist of amounts provided by the Bank for the manufacture
of the agreed upon items afer the payment of the payments received from the manufacturer and
after & provision for impairment.
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e Investments in securifies: Investments in securities comprise debl instruments carried at
amortized cost and equity instruments are stated at fair value through equity. All investments are
initially recognized at fair value, which is the amount of consideration paid including direct
purchase costs, except for investments carried at fair value through income statement, where
acquisition costs are charged to the statement of income,

=  Fair value messurement of financial instruments: The fair value of investments traded in
regulated financial markets is measured by reference 1o quoted market bid prices ot the close of
husiness on the statement of financial position date. For investments that do not have quated market
prices, fair estimates of fair value are determined by reference to the present market value of a
similar instrument or the estimated future cash flows. The equivalent cash value of the Bank is
determined by the current profit rates of similar contracts in the terms and risk chamcteristics.
Investments classified at fair value through equity The Bank is unable o determine its fair value
on an ongoing basis such as investments that do not have an underlying market or other appropriate
methods of obtaining fir value that are stated at cost less provision for impainment.

« Impairment or impairment of financial assets: Al each statement of financial position date.
financial assets other than those at fair value through profit or loss are assessed for impaimment.
lmpairment of financial assets is when there is significant evidence thal one or more events have
oceurred after the initial recognition of the assct and that the estimated future cash flows of the
investments have been affected. Impairment of assets camed at amortized cost is measured as the
difference berwean the asset’s cammying amount and its estimated recoverable amount.

« Fized tangible assets: tangible fixed asseis arc stated on the historical cost basis after the
amortization of the accumulated losses and a loss of impairment or impairment of value, if any.
Depreciation is calculated using the straight-line method in the light of the applicable instructions
in Irag and based on the estimated useful lives of the assets concerned. as follows:

== e wﬂ"ﬁ"'::ﬁf'?; = Estimated duritio VI
Lands nat subject 1o depreciation
Buildings 501 years
 Machinery and equipment 5 years
Transporting and transportation 5 vears
‘Furniture and office appliances 5 vears ]

Profits or losses arising on the disposal of any fixed assets are recognized in profit or loss.

. irm rd i i i in sets: At the end of each reporting
period, the Bank reviews the carrying amounts of its tangible and intangible asse1s 10 determine
whether there is any indication that the asset has su ffered a loss or impairment in value, Estimate
the recoverable amount of the asset w determine the extent of the impairment loss. Recoverable
value is the higher of fair value less costs to sell and value in use. In determining the value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate
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that reflects current market assessments of the time valuee of money and the inherent risks of an
assel for which the estimated future cash flows have not been adjusted.

Provisiong: Provisions are recognized as a result of an earlier event that establishes a reasonable
legal or constructive obligation to the Bank and that it is probable that an inflow of economic
henefits will be required to setile the obligation.

Current_Accounts of Customer: The Bank does not pay any profits on currenl accounts fo
customers. Transactions are measured at the monetary value expected o be achieved and received
by the Bank at the date of the transaction. These are measured at their carrying amount at the end
of the accounting period.

Investment sccouni holders' rights: Investment accounts include restricted and unrestricted
investments received on a Mudaraba or Agency basis, including savings accounts and term
deposits. All investment account holders' rights are carried at cost, plus accrued profit and related
reserves. Reserves consist of investment risk reserve and profit equalization reserve. The
investment risk reserve represents the amoums that have been allocated from the investment
account holders' equity after allocating the Mudarib share to cover future expected losses. The
profit equalization reserve is an amount allocated from Mudaraba income befiare the Mudarib share
is allocated for the purpase ol maintaining a certain level of return on mvestment.

Revenue recognition: The Bank follows the following policies regarding revenue recognition and
recognition:

Profit from Murabaha sales is recognized when the income is determinable in the contract and cun
he caleulated at the inception of the transaction, Income is recognized with the time proportion of
the transaction. When the income fram the contract is undefined or undisclosed, it is not validated
unless it has already been verified or verified. The receivable income for accounts in areears is not
included in 90 days or more in the income stalement.

Mudaraba and Musharaka income is recognized when the right to receive payment or distribution
it established by the speculator or partner. The receivable income for secounts in armears s also
not incleded in 90 days or more in the income stalement.,

Income is recognized in the Tjarah Muntahia Bittamleck contracts after deducting the amortization
o a time bagis,

Income fram Salam and Istisna'a contracts is recognized on a time proportion basis when it is
determinable and known at the commencement of the transaction.

Commission income is recognized when earned,

Oither income from investments is recognized when the right to receive pavments is established.

Income in violation of Islamic Sharia; The bank is 1o collect revenues from sources conirary o
{slamic law in a special account spent for charitable purposes.
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» Zakat (charity): Zakat is calculated in accordance with the Financial Accounting Standard Mo, 9
issued by the Accounting and Auditing Organization for [slamic Financial Institutions using the
net investment method, Zakat is paid by shareholders and investment account holders themselves.

s Income Tax: The Bank calculates income tax in accordance with the provisions of the Income Tax
Law Mo, 113 of 1982 and its amendments, which set the tax rate at 15% of net profit taxahle.

s  Goippg concerm: The management of the Bank has made an assessment of the Bank's ability to
continue and is satisfied that it has sufficient resources to continue its husiness in the foreseeahble
future and is not aware of any matters that may cause significant doubts about the Bank's ability to
continue its activity.

» Cash and cash eguivalents: Cash and cash equivalents maturing within a period of three months
or less, including: cash in bank coffers, balances with the Central Bank, balances with banks and
banking institutions, and deposits of banks and banking institutions that mature during the said
period and restricted balances.

3. Significant accounting estimates:

In applying the Bank’s accounting policies, management should make judgments, make judgments and
assumptions about the carrving amounts of assets and liabilities that are not readily disclosed from
other sources; These estimates and assumptions are based on past experience and other relevant factors.
Actual results are likely to differ from estimates, The Bank reviews ils estimates and assumptions on
an ongoing basis. Limitations resulting from the adjustment of accounting estimates are made in the
financial vear in which the adjustment occurs, if the adjustment affects only that year. the year of
adjustment and subsequent years if the adjustment affecis the current year and subsequent years.
lmporant assessments inelude:

e Provision for impairment losses on financing provided,

s Determining the fair values of financial assets that do not have a market price.
#  [ncome lax provision,

»  Estimated useful Iives of Nixed assets,

o Impairment of tangible and intangible assets,
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The details of this item are as follows:

In th d
3122020 322019
30,305,364 30,017,613
36,083,589 3,570,368
70,473,063 187,761,862
4,398,972 10,898 942
142,160,988 232,249,335
3. Cash with banks:
This item consists of the following:
[n thowsand D
3111212020 31212019
99,373,357 42,720,548
99,373,357 42,720,548
b, Investments:
This item consists of the following:
In thowsand 1
3111252020 322019
29,546 992 250040, 140
750,000 T30, M0
30,699,992 25,750,000
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As detailed in the teble below
Capital The legal status of the companies
belonging to the bank as on 3/31/2021
10,000,000 Still in husiness
B (00,000 Liquidation procedures are still ongoing
with the Companies Registration
Department
7, N0, 000 the Companies Registration Department
issuance o decision to liguidate it on
10/20/2020
4 Ut 957 Established on 1311112020
750,000 Not owned by the bank.
3,699,997
7. Islamic financing:
Details af this item gre as follows:
In thousand 1OLY
SV I22020 31122019
15,000,000 42,395,000
1 0 D, 0 mmeaan
22,340,000 22,340,000
44,094 345,239
47,884,004 65,284,239
1606000 1,264,700
10,984 11,584
46,267,110 63,978,555
1,204,700 2,149.214
311,300 114,750
———— 069,264
1,606,000 1,294,704
1L954 o
—eeee 10,984
10,984 10,9584
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8, Other assets;
This item consists of the following:

In tho | (] 8]
311122020 31122010
1.601 530
27,580 109,360
438000 357000
87.677 16,570
554,858 483,460

9. Intangible assets:

This item consists of the following:
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10. Fived assets:
The following table details the tangible fixed assets and their impact:

Balance as | 10,000,000 | 155541 | 155071 | 867,219 3,065,081 14,242,912 |
of 1712020 '
Setilements Ly e il wlies
cntries
Additions wnmm JB.0R4 —— 20,083 515,000 544,067
during the
| —
Reduoctions maan (424 — (2,543) mremane (2.967)

Balance as | 10,000,000 | 164,101 | 155071 | 884,750 | 3,580,081 | 14,784,012
nt

31122020

Cumulptive FEEEs 67,665 77.036 | 385738 1,035,037 1,589.477
impairment

Adding - 3,675 | 31,014 | 174.501 046,935 | 1,184,125

current
venr's
impairment
provision mann 00076 108,050 | 339,498 2,005,973 2,772.5W
balance
A0

Rook Value | 10,000,000 | 65,025 | 47,021 325261 1,574,108 | 12,011,415
311272020

Book value | 10,000,000 | 87,872 | 78,035 | 481,484 | 2,006,044 | 12,653435
) 108 bl 1 LT

11. Under 1s: :

The details of the said tem sre as follows:

In thousand 10
S1M 22020 JIMZ2019
8,000,000 8,515,000
10,585 ——e
R.010.585 8,515,000 |

57



A. 8 o uingoduyl dygpell dpao

12, Banks deposits:
The details of the said item are as follows:
In thousand IO
Inz2ozo FER201%
30,356,338 ammenn
30,356,358 B
13, Customer deposits of a current nature:
The following table details the customer deposit accounts:
In thowsamd 10D
Aoz e 1 e T R
52 055,635 114,732,849
3,935,358 1,024,573
120,537 f4,950
50,000 16,800
15.000 FO,005,0400
e 10,000,000
26.185.530 135,854,172
4 me: _
In thousand 120
Iazaezn ANa22oe
498,333 825004
498,333 815,000
In thousand 100
IN122020 1\ 122019
1.813.851 287,651
1,B13.851 287651
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16. Diber itics:
The following are details of other liabilities:

fo = = —————— —— R
R = ___ —_ L =
In thousand 10D

3111212020 Izzme
54344 75,878
146,041 2392
200,385 108.270
17. Provisioms:
In thousand Q0
M 22020 22019
183,000 ceaan
13,778 8278
357000 357.000
26.873 28,787
oi,651 394,065

The table below detail the possible commitments and obligations off the balunce sheet:

In thousand 100
For the fiscal year ended at For the fiscal year ended at
J1A20 3
3.027.258 701,591 )
2,027,238 T01,591
1.813,851 187,651
213,407 413,940
19, Income from Islamic finance:
In thousand 10D
3111212020 314212019
36,711 36,647
204 H03. 160
—— 925,140
36,911 1,566,947
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A, The following table details the income from commission and bank fees payable:

In thousand 1Q0
For year ended at | For vear ended al
2019/12/31 201812/31
al3 367
39,772 (20
67,658 19.634
43,957 11,078
1,365 —n
6,154 64,878
14,463 61,978
B43 369
13.030
1401 m—
187,660 159,124 I
B - Dedocting bank's payed charges:
In thousand 1QD
Fnrp_urﬁﬁednt For vear ended at
311212020 322019
45,173 89,647
oy i
546 E
46,717 90,613
140,943 48,500

—
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The following is a table defails the item in question:
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22, Miscellaneous bank income:

The follewing is a table detailing the ibem in gquestion:

13. Emplovees' salaries and the like:

The following is a detailed table of the emplovees” salaries, wages and the like:

61

In d
| For year ended at For vear ended at
311122020 22019
3,930,298 2,007,827
3.930.298 2,007,827
In thousand 10D
For year ended at | For year ended at
3122020 IN22019
T00 32563
679 4,888
—— Q58,280
-— 2,641
1379 994,372
In thousand 10D
For vear ended at | For vesr ended at
anizraezo ANI2I009
330,090 335,124
17.800 sanmnn
78,791 140,967
60,228 93 978
130,359 EEET:
549 1,140
28,004 104,575
38877 39.930
e 292,006
704,931 1,241,066
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3,450 5,204
1,346 21,329
e 4. 700
e 1.200

716,581 1,293,398

41, Opernting expenses:
The following is an analytical table of administeative and general expenses:
In th dl
For year ended at | For year ended at
J122020 nazzong

21,580 15,113

30,972 32510
4,883 5.031

2720 32,241

330 3.674
6,549 4,827
1.211 3,691

230 670

90,724 04,435

mmmna 1.012

—— 42,543

205 8,711
4,450 631
4. 785 14,023
2,168 6,385

8,495 14,005
20,055 —_—

B3, 148

1,491
_ 114,869
127,244 167,081

24,814 56,972
22,245 9,004

eee 3.400

2 400 3,000

30.000 30000
semar 2425




A ,Et,ﬂ.,_ﬁ;lg.nﬂ.u!lﬂg._uaﬂq.bj.n.n
\ Sl ARABRIYEA 1B ARMIE DA K

18802 72,100
658,652 803,334
In thousand IQI]
For year ended at | For vear ended at
31N 242020 SN2\ 2019
31675 Jie42
31,014 31,014
174,501 169,262
946,935 257,712
183,040 1.256.677
1,367,165 1,745,387
26. Taxes and fees:
This item consists of the following:
In thousand 1Ly
For year ended at | For year ended at
31/12/2020 22019
144,067 105,271
144,067 105,271
27, Risk of Commitments’ Cash ivalents:
In thousand 1QD
For year ended at |~ For year ended at
31/12/2020 J1u22019
330,800 8,279
336,800 8279
In thousand 10D
For year ended at = For vear ended at
3171272020 Inanoie
183,000 S
183,000 J—
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29, Other expenses:

This item consists of the following:

e Ml Sl i
e o — - — - - =
In thousand 10D
For year ended at | For vear ended at
31/12/2020 3122019
—— 28,130
R0 004) 1,040
130,404 175,992
43,810 97,104
137 S
344,951 302,226




