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Financial Statements

28- Accounts out of the Budget




Financial Statements

27- Operational Expenses
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Financial Statements

24- Foreign Currencies Profits
Iraqgi Dinar

Revenue from buying and selling foreign currencies

resulting from trading
Resulting from re-evaluating

Added / Subtracted: Currency rate differences

2020/12/31

3.380.900.859

1.788.985.831

5.169.886.690

2019/12/31

4.594.974.025

(106.418.479)

4,488.555.546

- The bank's foreign currency purchases for the year (2020) through the currency sale and purchase window

amounted to (1,427,770,000%), including the cash sale amount of (2,600,000%).

- *According to the letter of the Central Bank of Irag No. 382/2/9 dated 2020/12/21, which includes the
decision to amend the value of the foreign currency (the dollar) or any foreign currencies valued on the basis
of its relationship to the dollar in the financial records and banking systems at the beginning of the business
day 2020/12/20, to extract the difference between the costs of acquiring that currency and its current value
after changing its exchange rate in line with the cost of obtaining it (1460) dinar to the dollar, and dealing with

the difference in a record according to international standards for financial disclosure.

25- Other Operations Revenues

Iraqi Dinar
Refunded communication expenses
Banking print sales

Surplus of previously held appropriations

26- Employees Expenses

Iragi Dinar

Salaries, benefits and allowances of employees
Additional work fees

Encouragement rewards

The bank’s share in social security

Fees for training and study

Clothing

59

2020/12/31

1.450.000

4,432,923

5.882.923

2020/12/31

799.066.754

1.191.700

12.350.000

69.331.220

61.999.900

3:631.000

947.570.574

2019/12/31

2.682.800

4.309.499

34.823.213

41.815.512

2019/12/31

682.091.384

250.000

4.325.000

56,416,970

45.027.100

6.780.000

794.890.454



Financial Statements

21- Deferred Sales Revenues

22- Financings Revenues

23- Commission Net Revenues
|
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Financial Statements

18- Other liabilities

Iragi Dinar 2020/12/31 2019/12/31
Certified checks 4.104.000 4,104.000
Administrative due expenses 478.641.372 241.915.718
Deduction from associates for others 11.245.029 9.039.994
Amounts reserved at the request of official authorities 3.000.000 3.000.000
Due financial stamps 18.761.050 108.918.578
Revenue received in advance - letters of guarantee AACARRHITS 37.385:583
26.214.300
Creditors / private sector / companies 731.850
386.428.000
Profit distribution creditors 1.000.000.000
3.000.000 -
Amounts received for Companies Registration
325.000 -
Inspection Committee Wages
1.042.154.656 1,405.095.723

19- Legal Reserve

According to the Iragi Companies Law No. (21) of 1997, a percentage of (%5) is deducted as a maximum of
the year’s income after tax as an obligatory reserve and this deduction continues until the balance of this
reserve reaches (%50) of the capital and according to the approval of the General Assembly of the bank, the
deduction may continue, provided that the balance of this reserve does not exceed (%100) of the capital, and
the balance of this account may not be distributed.

20- Accumulated Losses - Previous Years

The movement of the accumulated losses is as following:

Iraqi Dinar 2020/12/31 2019/12/31

The balance at the beginning of the year 983.805.109 1.311.740.146

Additions during the year

(327.935.037)

Repayments during the year* (327.935.037)

655.870.072

The balance at the end of the period 983.805.109

*An annual ratio of (%20) for the accumulated deficit balance is amortized from the profits accrued for
subsequent years according to the decision of the General Assembly that was voted on at its meeting held
on 2018/08/30.
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Tax reconciliation is as following:
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17- Income Tax Allocation

The movement of the income tax allocation is as following:

Iragi Dinar 2020/12/31 2019/12/31
The balance at the beginning of the year 476.240.979 675.206.792
Tax settlement for previous years 412.653.000
Income tax payable for the profit for the year 523.380.622 476.240.979
Income tax paid during the year (476.240.979) (1.087.859.792)
The balance at the end of the period 523.380.622 476.240.979
The summary of accounting reconciliation of profit (loss) with taxable profit

Iraqi Dinar 2020/12/31 2019/12/31
Accounting profit 3.323.608:433 1.605.073.355
Non-taxable expenses 493.530.750 1.604.689.717
Subtracted: Accumulated Losses - previous years (327.935.037)

Subtracted: Non-taxable profits (34.823.213)

Taxable profit

Income tax payable on profit for the year (%15)
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3.489.204.146

523.380.622

3.174.939.859

476.240.979



Financial Statements

14- Loans - Central Bank of Iraq

Iraqi Dinar 2020/12/31 2019/12/31
Long-term loans received 3.200.000.000 1.550.000.000
3.200.000.000 1.550.000.000

The received loans represent / Loans from CBI to support small and medium projects

15- Cash Insurance

Iraqi Dinar 2020/12/31 2019/12/31

Insurances against indirect credit 1.187.013.500 162.165.675

(Letters of Guarantee) = .
1.187.013.500 162.165.675

16- Other Provisions:

Item- Iraqi Dinar Balance at the After Standard 9 | Calculated = Used Allocation | Balance at the
31 December 2020 beginning of the year  Application Allocation end of the year
Letters of Guarantee Provision 19.527.044 42030761 105.493.096 167.050.901
Exchange Rate Fluctuation Provision* = 619,387,950 619.387.950
Operational Risks Provision 444,160,945 12,017,159 456,178,104
Various Provisions* - 925814271 925,814,271
Total 463.687.989 42.030.761 1.557.219.380 105.493.096 2.168.431.226

**According to the letter of the Central Bank of Irag No. 401/2/9 on 2020/12/28, which includes the non-
distribution of profits from the evaluation of foreign assets according to the new official exchange rate, and
requires keeping these profits as additional allocations, as a provision has been created in the amount of
(1,788) billion dinar as allocations (Miscellaneous / exchange rate fluctuations / expected credit losses).

Item- Iraqi Dinar Balance at the After Standard 9 | Calculated | Used Allocation | Balance at the
31 December 2019 beginning of the year  Application Allocation end of the year
Letters of Guarantee Provision 27,214,000 6,311,257 (13,998,213) 19,527,044
Exchange Rate Fluctuation Provision® =
Operational Risks Provision 444,160,945
Various Provisions 444,160,945 _

fotal 27,214,000 6311257 444,160,945  (13998213) | 463,687,989
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11- Intangible Assets - Net

Iragi Dinar 2020/12/31 2019/12/31
Balance at the beginning of the year 705.499.204 719.168.046
Additions 250.875.970 149.096.290
Increase after exchange rate change 130.775.040 =
Extinctions (192.674.734) (162.765.132)
894.475.480 705.499.204
12- Other Assets
Iragi Dinar 2020/12/31 2019/12/31
Insurances with others 58.400.000 S
Accrued revenue not received - participation 1.860.000.000 2.233.312.500
Prepaid expenses 147.000.000 412.885.095
Members advance payments 5.000.000 750.000
Contribution to founding companies - 750.000.000
2.070.400.000 3:396.947.595

- The balance shown in the accrued revenue account is the deferred profit resulting from Islamic financing

(participation) for projects funded by it and not yet completed (under construction).

13-Client’s Accounts

Iraqi Dinar Individuals Companies Total

Current and at demand accounts 9.425.477.662 11.062.035.803 1.472.300.000 21.959.813.465

Saving accounts 675.503 - 675,503
9.426,153.165 11.062.035.803 1.472,300.000 21.960.488.968

Individuals Companies Total

Iraqi Dinar 6.623.862.584 3.304.918.842 9.928,781.426

Current and at demand accounts 151.001 - 151.001

Saving accounts 6.624.013,585 3.304.918.842 9.928,932.427

There are no static and non-mobile accounts as on December 31st, 2020.
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10- Properties and Equipment For 2019




Financial Statements

10- Properties and Equipment For 2020

Iragi Dinar / December 31st, 2020 Cost
The balance at the beginning of the year
Additions

Increase after the Exchange Rate Change
Exclusions

Transferred

The balance at the end of the period
Accumulated consumption:

The balance at the beginning of the year
Period consumption

Entry Adjustments

Depreciation loss

Accumulated depreciation at the end of the period

Net book value on December 31st, 2019

Iragi Dinar / December 31st, 2020 Cost
The balance at the beginning of the year
Additions

Increase after the Exchange Rate Change
Exclusions

Transferred

The balance at the end of the period
Accumulated consumption:

The balance at the beginning of the year
Period consumption

Entry Adjustments

Depreciation loss

Accumulated depreciation at the end of the period

Net book value on December 31st, 2019

Lands

2:489.047.000

2.489.047.000

1.719.300.000

1.719.300.000

769.747.000

Office Furniture and Equipment

1.269.305.060

778358210

212.333.400

2:259.996.670

606,262,593
280.557.204

(66.208.292)

820.611.505

1.439.385.165

Buildings Machines and Equipment
600.000.000 244,250,300
- 35,551,250
12,931,650
600.000.000 292,733,3200
2.005.479 36,392,670
12.032.876 52,005,339
(31,681)
14.038.355 130,204,361
585.961.645 162,528,839
Building Improvements Total
50.000.000 4,652.602.360
2218200 816.127.660
380.600 225,645,650
52.598.800 5.694.375.670
7.534.246 694.033.021
10.201.091 354.796.510
(66.239.973)
1.719.300.000
17.735.337 2.701.889.558
34.863.463 2.992.486.112

The increase in the fixed assets, which are entered in foreign currency, is the result of the change in the

exchange rate of Dollar against Iraqgi Dinar.
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Credit exposures according to the instructions of the Central Bank of Iraq in comparison with International
Standard No. 9
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8- Islamic Financings - Net

The details of this item are as following:

Iraqi Dinar 2020/12/31 2019/12/31
Participation / individuals 12.000.000.000 18.000.000.000
Participation / Companies 50.000.000.000 50.000.000.000
Total 62,000.000.000 68.000.000.000
Subtracted): Expected credit losses) (1146:124.226) (1403.676.704)
. 60.853.875.774 66.596.323.296
Net financing
The Movements Occurred to Depreciation
Iraqi Dinar 2020/12/31 2019/12/31
The balance at the beginning of the year 1403676704 564.027.778
Additions during the period (257.552:478) 839.648.926
Total 1.146.124.226 1.403.676.704
9- Investments
Iraqi Dinar 2020/12/31 2019/12/31

Long Term Investments

24.,637.500.000

Total

24.637.500.000

The Disclosure of the Movements Occurred to the Expected Credit Losses in Cash Balances and Credits.

First Stage Second Stage Third Stage Total for 2019
Total bal f 1st,i
otal balance as of January Ist,inaccordance o0 157 501 491 3878412203 = 273700000 | 199.309.913.624
with International Standard No. 9
Net movements during the year (60.603.542,652)  453.409.536 62.100.000 (60.088.033.116)
The total balance as of December 31st
134.554.258.769 | 4.331.821.739 335.800.000 139.221.880.508
according to International Standard No. 9
Expected credit losses as of December 31st
(1.589.182.216) (75.160.539) (335.800.000) (2.000.142.755)
2020
Net balance as on December 31st according to
132.965.076.553  4.256.661.201 = 137.221.737.753
International Standard No. 9
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7- Deferred sale receivables and other receivables - net

The details of this item are as following - Net

Iraqgi Dinar 2020/12/31 2019/12/31
Individuals (retail):
Murabaha 3.838,936.866 1.979.116.912
Other receivables = =
Total 3.838,936.:866 1979116912
(Subtracted): deferred revenue (477.153.424) (298.263.274)
(Subtracted): expected credit losses (67.160.408) (57.078.854)
Net receivables from deferred sale and other receivables 3.294.623.034 1.623.774.784
Iraqi Dinar 2020/12/31 2019/12/31
Companies (retail):
Murabaha 7.626:358.796 8.302:844.590
Other receivables = =
Total 7.626,358.796 8.302.844.590
(Subtracted): deferred revenue (335:455.414) (584.235.043)
(Subtracted): expected credit losses (408.334.316) (306.624.807)
Net receivables from deferred sale and other receivables 6:882.569.066 7.411.984,740
10.177.192.100 9.035.759.524
Movements occurred to Deferred Revenues
Iraqi Dinar 2020/12/31 2019/12/31
The balance at the beginning of the year 882.498.319 404,416,233
Additions during the period 387.587.789 1.179.430.107
(Subtracted): Transferred to revenue (457.477.270) (701.348.021)
Total 812.608.838 882498319
Movements Occurred to Depreciation Allocation
Iraqi Dinar 2020/12/31 2019/12/31
The balance at the beginning of the year 363703661 74371938
Additions during the period 111,791,063 289331723
475494724 363.703.661

Total
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5- Balances with Banks and Banking Institutions

The details of this item are as following:

Local Bank and Banking Institutions / Iraqi Dinar 2020/12/31 2019/12/31
Current and on-demand accounts 6.683.435.079 945.173.384
(Deducted):

expected credit losses (83.060.749) (12.568.907)
Net balance with local banking institutions 6.600.374.330 932,604,477
Foreign Bank and Banking Institutions / Iraqi Dinar 2020/12/31 2019/12/31
Current and on-demand accounts 22.972.016.203 556,657.682
(Subtracted):

expected credit losses (285.492.842) (7.402.427)
Net balance with external banking institutions 22.686.523.361 549.255.255
Net balance with banks and banking institutions 29.286.897.691 1.481.859.732

-The bank does not receive revenues from balances with banks and financial institutions

-There are no withdrawal restricted balances with banks and financial institutions

6- Financial Assets in Fair Value through the Other Comprehensive Income

The details of this item are as following:

Iraqi Dinar 2020/12/31 2019/12/31
Iragi Company for Deposits Security 750.000.000 -
Total 750.000.000 -
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that the actual results may differ from the estimates due to the changes resulting from the situations and
conditions of those estimates.

We believe that our estimates within the consolidated financial statements are reasonable and are detailed
as follows:

- An allocation is established for the decrease in the self-financed facilities by the bank based on the
foundations and assumptions approved by the bank’s administration with an estimate of the allocation to
be formed and a comparison of the results of these foundations and assumptions with the allocation to be
formed according to the instructions of the Central Bank of Iraq and the most extreme results are approved
in accordance with the standards of the Accounting and Auditing for Islamic Financial Institutions (AAOIFI).

- Theincometaxexpenditures of afiscal year are charged according to the regulations and laws issued inthisregard
by deducting (%15) of the net profit for the year with the addition of unacceptable expenses for tax purposes.

4- Cash and Balances with Central Bank of Iraq

Iragi Dinar 2020/12/31 2019/12/31

Cash in the safe 44,125.669.230 3.590.927.270

Cash on the way - remittances 73.153.300.000 59.500.000.000
117.278.969.230 63.090.927.270

The Central Bank of Iraq:

Current account

Currency auction deposits

Temporal accounts for banks

Reserve letters of guarantee insurance

Obligatory reserve

7.410.076.202

7.446.000.000

16.675.000.000

16.462.800

4,553.594.560

28.962.983.008

47.778.500.000

38.600.000.000

47.277.748

4.137.360.300

Clearance room (100.000.000)
(Minus):
Expected credit losses (9.970.213) (35.321.270)

Net balances with the Central Bank of Iraq

35.991.163.349

119.490.799.786

Net cash and balances with the Central Bank of Irag

153.270.132.579
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Allocations

Allocations are recognized when the bank has obligations on the date of the statement of financial position arising
from past or expected events and payment of obligations is probable and their value can be measured reliably.

Income tax

Tax expenditures represent the amounts of taxes due and deferred taxes. Income tax is calculated according
to the proportion of the tax determined according to the laws, regulations and instructions in force in Iraq.

Statutory Reserve

According to the Iragi Companies Law, an amount of (%5) is deducted as a minimum from the year’s income
after taxes as an obligatory reserve. The accumulated amounts for this account may not exceed (%50) of
the bank’s capital nor does the obligatory reserve distribution or any returns resulting therefrom may be
available to shareholders and it is permissible to continue withholding up to (%100) of the bank’s capital after
the approval of the bank’s general assembly.

Cash and the Equivalent

It is the cash and cash balances that are due within a period of three months, including: cash and balances
with the central bank, balances with banks and banking institutions. deposits of banks that are due within a
period of three months and balances with restricted withdrawal are deducted.

Clearing

Clearing takes place between financial assets and financial liabilities and the net amount is shown in the
statement of financial position only when binding legal rights are available and also when they are settled on
the basis of clearing or the verification of assets and settlement of liabilities at the same time.

Comparative figures

The comparative figures in the statement of financial position, the statement of income and other
comprehensive income and the statement of changes in shareholders’ equity and their explanations
represent the balances as on 2019/12/31, some numbers of the financial statements for the year ended on
/ December 2019/12/31 have been reclassified to match the classification of the financial numbers as they
are on / December 2020/12/31.

Revenue recognition and expense recognition

Revenues are recognized and expenses are recognized on an accrual basis, except for the deferred sales
investment profits that are not recognized as investment profits and are recorded in the suspended
investment earnings account.

3- Using Estimates

The preparation of the consolidated financial statements and the application of accounting policies require
the bank’s administration to make estimates and diligence that affect the amounts of financial assets and
liabilities and disclosure of potential liabilities. Also, these estimates and diligences affect revenues, expenses
and allocations, and in particular it requires the bank’s administration to issue important judgments and
diligences to estimate future cash flow amounts and their times. The mentioned estimates are necessarily
based on multiple assumptions and factors that have varying degrees of estimation and uncertainty and
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- The bank’s share is recorded in the profits or losses of co-financing operations, that arises and ends during
the financial period after the settlement. In the event the participation continues for more than one financial
period, the bank’s share in the profits is recorded when it is achieved in full accounting of it or on any part
thereof between the bank and the partner for the financial period in which it occurred, within the limits of
the profits that are distributed, while its share in the losses for the financial period is recorded in its books in
that period, within the limits of the losses by which the bank’s share in the participation capital is reduced.

- In the event of losses due to the participantss infringement or negligence, the participant bears them and
the losses are fixed as a liability on him.

- At the end of the financial period, financing assets are recorded at cost or cash value expected to be achieved,
whichever is lower, and the differenceis recognized as aallocation for decreasing funds.

- Revenue from deferred non-operating sales granted to customers is suspended.

Property and Equipment
Property and equipment are stated at cost after reducing accumulated depreciation and any impairment in

its value. Property and equipment (excluding land) is depreciated when it is ready for use in a straight-line
method over its expected useful life.

The production life of property and equipment is reviewed at the end of each year and if the expectations of
the production life differ from the previously prepared estimates, a change in the estimate for subsequent
years is recorded as a change in the estimates.

When the recoverable amount of the property and equipment is less than its net book value, its value is
reduced to the recoverable amount and the amount of the impairment is recorded in the consolidated
statement of income.

Statement Consumption
Building %2
Transport Vehicles %20
Furniture, equipment and devices %20
%20

Computers

Intangible assets

Intangible assets are classified on the basis of an estimate of their temporal life for a specific period or
an indefinite period. Intangible assets that have a specific lifetime are amortized during this lifetime, and
amortization is recorded in the consolidated statement of income. As for intangible assets that have an
indefinite time period, their value decrease is reviewed on the date of the consolidated financial statements,
and any decrease in its value is recorded in the consolidated income statement.

Intangible assets resulting from the bank’s business are not capitalized and recorded in the consolidated
income statement in the same year, and any indications of a decrease in the value of intangible assets are
reviewed on the date of the consolidated financial statements, the lifetime of those assets are also reviewed
and any adjustments are made to subsequent periods.

Statement Amortization Ratio

System and Programs %20
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contracts do not contain the interest component, all Islamic financial products that contain the element of
profit that the bank deals with represented by Murabaha and participation are considered passable to test
of debt principal payments and the cash flows of interest in order to make regular payments in accordance
with the loan contracts concluded.

2-5- Reclassification of Financial Assets and Liabilities

The bank does not reclassify its financial assets after the date of the initial recognition, except in cases where
the bank acquires or cancels the business line. Financial liabilities are never reclassified.

2-6- Canceling Recognition of Financial Assets and Liabilities

The recognition is canceled when the relationship between the risks associated with the instrument and
the returns, or as a result of a fundamental change in the terms and conditions in the event that the terms
and conditions of the loans are largely renegotiated and scheduled as new loans. While the difference is not
recognized as profit or loss, unless impairment losses are recorded. The new loans are classified in the first
stage for the purpose of measuring the expected credit losses.

Islamic Financing Assets
Deferred Sale Receivables

Murabaha to Purchase Orderer: Is the sale from the bank to its customer (purchase orderer) a commodity
with a specified increase inits price or cost after determining that increase (the Murabaha profit) and is called
the banking Murabaha.

- The bank applies the principle of commitment to the promise in the Murabaha contracts to purchase orderer
and in line with the standards issued by the Accounting and Auditing Organization for Islamic Financial
Institutions.

- Revenue from deferred sales is paid (whose price is paid in one payment after the current financial period or
is paid in installments over multiple subsequent financial periods) by distributing them over future financial
periods for the term period so that the profit share of each period is allocated regardless of whether payment
is made in cash or not.

- Deferred sale receivables are recognized when they occur at their face value and are measured at the end
of the financial period on the basis of the net monetary value expected to be realized, i.e., after subtracting
the allocation for impairment in value, if any, and after the deferred profit has been subtracted.

Co-financing

- It is to provide the bank and the customer with money in equal or varying proportions in order to establish
a new project or contribute to an existing project, so that each of them becomes a shareholder in the capital
in a fixed or decreasing manner and is entitled to his share of the profits and the loss is divided by the amount
of each partner’s share in the capital, and otherwise is not required. The participation is divided into fixed
participation and decreasing participation (ending in ownership).

- The bank’s share in the participation capital is recorded when it is delivered to the partner or placed in the
participation account and is measured by the amount paid in cash or at a fair value if it is in kind, and if the in-
kind capital assessment, upon contracting, results in a difference between the fair value and the book value,
it is recognized as a profit or loss.

- The bank’s share in the fixed participation capital is measured at the end of the financial period by historical
value. In the case of decreasing participation, the capital is measured at the end of the financial period at the
historical value after deducting f the historical value of the share sold at a fair value agreed upon and the
difference between the two values is fixed as profit or loss in the consolidated income statement.
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2-3- Measurement Categories of Financial Assets and Liabilities

The bank classifies financial assets (debt instruments) on the basis of business models for managing financial
assets and after conducting a contractual cash flow test, accordingly the financial assets are measured:

At amortized cost (are financial assets invested on a contractual rent basis, provided that these assets are not
acquired for trading, or are recorded at “fair value through the income statement” and the related cash flows
are in the form of payments (fixed or variable) out of these assets principal value and their profits). These
assets are fixed when purchased at cost plus acquisition costs. The book value of these assets is reduced by
the amortized cost, as much as the amount of the expected credit loss. The value of this loss is recorded in the
income statement (if the investment is from the bank’s own funds) or treasury shall face the investment risk
(in case the investment is from the joint investment funds).

At fair value through other comprehensive income or at fair value through property rights, according to IOF
Standard No. (25). (Where these assets represent investments in the equity instruments financed from the
bank’s own funds for the purpose of preserving them in the long term. These assets are fixed upon purchase
at fair value plus purchase expenses, and they are subsequently reevaluated at fair value and the change in
the fair value appears under the value reserve item within equity accounts (other comprehensive income).

In the event that these assets or part thereof are sold, the profits or losses resulting therefrom are recorded
in the retained profits. In the event of a decrease in the value of these assets, the profits or losses resulting
therefrom are recorded in the consolidated income statement and the impairment loss previously recorded
in the consolidated income statement can be retrieved, if it is objectively determined that the increase in the
fair value occurred in a later period to recording the impairment losses through the fair value reserve shown
in the equity accounts.

The profits from these financial assets are recorded on the date of announcing their distribution in the
income statement, and the profits and losses resulting from the foreign currency exchange differences for
these assets are recorded in the fair value reserve item.

Financial assets, with a fair value that cannot be determined reliably, appear at cost. An impairment test is
made for these assets at the end of each financial period, and any impairment in their value is recorded in
the income statement, and the impairment loss for these assets cannot be recovered in subsequent periods.

At fair value through the income statement (these are financial assets that the bank purchased for the
purpose of selling in the near future and achieving profits from short-term fluctuations of prices or trading
profit margin. These assets are fixed at fair value upon purchase (acquisition expenses are recorded in the
consolidated income statement upon their purchase) and are subsequently revalued at fair value, and the
change in the fair value appears in the consolidated income statement, including the change in the fair value
resulting from the differences in the items of non-monetary assets in foreign currencies, and if these assets
or part thereof are sold, profits or losses resulting therefrom are recorded in the consolidated statement of
income. Profits distributed or realized are also recorded in the consolidated statement of income.

The bank measures financial liabilities at amortized cost, except for liabilities valued at fair value and
financial guarantees (if any) stipulated by the standard, whereas they are measured at fair value through
other comprehensive income.

2-4 Test the Contractual Cash Flows for Principal and Interest (Profits)

As a subsequent step after the classification process for financial instruments, the bank evaluates the
contractual terms of the financial assets to determine whether they pass the contractual cash flow test of
the principal amount and interest (profits).

For the purpose of this test, «principal amount» is defined as «the fair value of a financial asset upon initial
recognition» and may change over the life of the financial asset (for example, payment of principal payments
or amortization of an allowance / discount).

The importance of the interest component of lending contracts according to the standard is the time value
of money and credit risks, and given the nature of the Islamic bank’s activity and the fact that the lending
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1- General Information

Al-Qurtas Islamic Bank for Investment and Financing (a private joint stock company) was established in
September 2016 according to the letter of the Companies Registration Department No. (16178), and it
obtained the practice license issued by the Central Bank of Iragin March 2017. It started its banking activities
and opened its doors to the public in May 2017. The bank provides all its banking and financial services and
work through its branches (the main - Shorjah - Erbil), and in implementation of the provisions of Islamic
Banking Law No. (43) of 2015, the bank appointed, by decision of the General Assembly (the shareholders), a
Sharia Supervisory Board whose opinion is binding to the bank. The Sharia Supervisory Board monitors the
bank’s business and activities in terms of adherence to the principles and provisions of Islamic Sharia and
expresses a legal opinion on the formulas of contracts necessary for the bank’s business and activities, and
issues its annual report to the General Assembly of Shareholders.

2- The Most Important Accounting Policies
2-1- The Basis of the Financial Statement Preparation

- The bank's financial statements have been prepared in accordance with the standards issued by the
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) and in accordance with the
applicable local laws and instructions of the Central Bank of Iraq.

- The Iragi dinar is the currency of the financial statements, which represents the main currency of the bank.

- The bank adopted the Iragi dinar exchange rate to the USD according to the instructions of the Central
Bank of Iraq, which is (1460) for the dollar.

- The two statements (financial position - shareholders> equity) for the comparison year has been re-
presented by showing the accumulated losses without clearing between them and the retained profits to
show the net losses.

2-2- Initial Recognition
2-2-1- Date of Recognition

Financial assets and liabilities are recorded on the date of the transaction, that is, the date on which the bank
becomes a party to the contractual terms of the financial instruments. This includes regular transactions:
purchases or sales of financial assets that require delivery of assets within the time frame generally specified
under laws or agreements in the market. Funds to customers are fixed when transferring funds to client
accounts. The bank recognizes the balances due to customers when transferring funds to the bank.

2-2-2- Initial Measurement of Financial Instruments

The classification of financial instruments upon initial recognition depends on their contractual terms and
the business model of instrument management. Financial instruments are measured initially at their fair
value, and commercial receivables are measured at the transaction price. When the fair value of the financial
instruments differs from the transaction price at initial recognition, the bank calculates “first day” profit or
loss as shown below.

2-2-3- The First Day of Profit or Loss

When the transaction price differs from the fair value when it was established, and the fair value is based on
an evaluation method using only inputs that can be observed in market transactions, the bank records the
difference between the transaction price and the fair value in the net income. In cases where the fair value is
based on model, some the inputs are observable. Fixing the difference between the transaction price and the
fair value is deferred and is subsequently recognized in the consolidated statement of income only when the
inputs become observable, or when the financial instrument is derecognized.

41



Financial Statements

The Statement of Cash Flow as on 2019/12/31

Iraqgi Dinar / Cash flows from operating activities

Net (loss) profit before tax

Adjustments for non-cash items

Depreciation and Extinction

The effects of changes in exchange rates on cash and cash equivalents
Other allocations

Income tax allocations

Depreciation Loss of property, equipment and projects under construction
Expected credit losses - deferred sale receivables

Cash flows (used in) from operating operations prior to change in working capital items

Change in working capital items

Deferred sale accounts and other receivables

Funds

Debtors

Other assets

Current and on-demand customer accounts
Cashinsurance

Other liabilities

Cash flows (used in) from operating activities before tax
Withholding tax paid

Income tax paid

Net cash used (used) from operating activities

Cash flows from investing operations

Purchase of property and equipment

Purchase of intangible assets

Allocation for fixed assets sold and setoff

Financial Assets through other comprehensive income
Net cash flows used in investing operations

Cash flows from financing operations

The increase in capital

Loans - Central Bank of Iraq

Distributed profits

Net cash flows from financing operations

The effect of changing exchange rates on cash and cash equivalents
Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

2019/12/31
3.323.608.433

547.471.244
(1.788.985.831)
1.704.743.237

475.494.724
1.146.124.226
5.408.456.033

(1.616.927.300)
4.596.323.296

1.326.547.595
12.031.556.541

1.024.847.825

(362.941.067)
16.999.406.890

(476.240.979)
21.931.621.944

(1,108.013.283)
(381.651.010)

(24.637.500.000)

(750.000.000)

(26.877.164.293)

1.650.000.000

1.650.000.000

1.788.985.831
(1.506.556.518)

2018/12/31
1.605.073.355

454,244,475
(106.418.479)

436,473,989

412.653.000

363.703.661
1.403.676.704
4.569.406.705

(6:159.654.462)
(40.362.638.889)

(1.647.873.555)
(8.773.350.330)
(111.697.325)
(35.568.931.049)
(92:624.145.610)

(1.087.859.792)
(89:142.598.697)

(392.809.990)
(149.096.290)

(541.906.280)

1.550.000.000
(1.000.000.000)
550.000.000
106.418.479
(89.028.086.498)

184.063.586.788  273.091.673.286
182.557.030.270 184.063.586.788

The attached clarification from No. 1 to No. 28 are part of these financial statements and are read with it and with the

independent auditor's report.
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Statement of income and other comprehensive income for the period ended 2019/12/31

Iraqi Dinar Notes 31/12/2020 31/12/2020
Revenue from deferred sales 21 457.477.270 701.348.021
Financing revenue 22 3.006.648.000 1.734.000.000
Islamic banking net income 3.464.125.270 2.435.348.021
Net commission revenue 23 88.751.188 128.375.670
Revenue from foreign currencies 24 5.169.886.690 4.488.555.546
Other operations revenues 25 5.882.923 41.815.512
Total 5.264.520.801 4.658.746.728
Net income from Islamic banking and commissions 8.728.646.071 7.094.094.749
Staff expenses 26 947.570.574 794.890.454
Operational expenses 27 2.027.782.799 2.605.141.009
Depreciation and Extinction 10-11 547.471.244 454,244,475
Expected credit losses 282.962.880 1:190.584.511
Various allocations 16 1.599.250.141 444.160.945
Total expenses 5.405.037.638 5.489.021.394
Net (loss) profit before tax 3.323.608.433 1.605.073.355
Income tax expense for the period 17 (523.380.622) (476.240.979)
Net (loss) profit after tax 2.800.227.811 1.128.832.376
Legal reserve (%0) under the Companies Law 19 (140.011.390) (56.441.619)
Amortization (%f.) of losses from previous years 20 (327.935.037) (327.935.037)
Net income for the year 2.332.281.384 744,455,720
Added: Other comprehensive income items

Net (loss) of other comprehensive income 2.332.281.384 744.455.720

The attached clarification from No. 1 to No. 28 are part of these financial statements and are read with it and with the independent auditor's report.

Mohammed Bahr Mahmood
Managing Director

Yahya Husam Omar
Financial Manager
__________________________________________________________________________________________________________________________________________________|
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Shareholders' equity

Liabilities Notes 2020/12/31 2020/12/31
Paid capital 250.000.000.000 250.000.000.000
Legal reserve 19 380.275.783 240.264.393
Expansion reserve 1.000.000.000 1.000.000.000
20 (655.870.072) (983.805.109)

Retained profits
Accumulated Losses - Previous years

Net shareholder equity

4,127.085.053

254.851.490.764

1.794.803.669

252.051.262.953

Total liabilities and shareholders' equity

Yahya Husam
Omar

Financial Manager

2020/06/17 dated 86/20/54 .Subject to our report No

Abbas Ali Abbas

Chartered Accountant and Auditor

Member if Iragi Chartered Accountants

Association

284.932.959.736

Mohammed Bahr Mahmood

Managing Director

266.037.385.746

Omid Hasan Ahmed

Chairman of Board of Directors

Muneeb Mustafa Hussein

Chartered Accountant and Auditor

Member if Iragi Chartered Accountants

Association

are part of these financial statements and are read with it and with the 28 .to No 1 .The attached clarification from No

independent auditor's report
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Statement of the Financial Position as on 2020/12/31

Liabilities and shareholders' equity




Account Auditor’s Report

4- The financial statements have been organized in accordance with the accounting standards issued by the
General Council for Islamic Banks and Financial Institutions and International Standards (AAOIFI) and in
accordance with the legislation, and it is in accordance with the content of the records and they are organized
according to the amended Companies Law, the Islamic Banking Law and the instructions in force.

Our Opinion

Taking into consideration the above observations and clarifications, and based on the information and
clarifications that we obtained, the financial statements and the report of the management attached to them
are consistent with the records and meet the legal requirements, and they are, according to performance
indicators therein contained, express clearly and fairly the financial position of the bank as on 2020/12/31,
and the results of its activity and cash flows for the year ended on the same date.

Best regards

Abbas Ali Abbas Muneeb Mustafa Hussein
Chartered Accountant and Auditor Chartered Accountant and Auditor
Member if Iragi Chartered Accountants Member if Iraqi Chartered Accountants
Association Association
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Other Clarifications
1- Implementation of Corporate Governance Instructions:

We reviewed the results of the pilot test of the scorecard for the corporate governance guide of the bank. In
our opinion, the bank complies in general with the quantitative and qualitative requirements and according
to the parallel scorecard project model, and that the Board of Directors and the executive management of
the bank are working diligently and perseveringly to adhere to the implementation of corporate governance
instructions regarding disclosure and transparency practices.

2- Results of the Office Audit by the Central Bank of Iraq

The correspondences of the Central Bank of Iraq regarding the results of the audit of the quarterly budgets
that are sent from the bank to the Central Bank of Iraq at the end of each term of the year were reviewed,
and the implementation of the treatments contained in the audit results and any other executive procedures
determined by the Central Bank of Iraq for the bank such as the reports of the Control and Audit Department
internal legal were monitored.

3- Through our study of the bank’s correspondence file with the Central Bank of Iraq for the quarterly and
monthly reports, it was noted that there are no fundamental matters that could affect the adequacy of the
information sent to the Central Bank of Iraq.

4- The bank adopts electronic systems in the registration processes for financial transactions in accordance
with the ICBS banking system, and all accounting records are kept electronically.

5- Balances with Correspondent Banks

A- The retention ratio of debit balances in correspondent banks to the capital and sound reserves was (%9)
on 2020/12/31, which does not exceed the percentage established by the Central Bank of Iraq of (%20).

B- The bank built a provision based on the methodology established for the International Standard for
Financial Instruments No. (9) on the debit balances abroad, which amounted to (285,492,842) Iraqi dinar
on 2020/12/31 to meet the possibility of the default mentioned in Note No. (5) attached to the financial
statements.

6- Foreign Exchange Positions

The bank has calculated the foreign exchange positions based on the instructions of the Central Bank of Iraq,
where the ratio was on (%24) on 2020/12/31, which is why we recommend reducing the percentage, which
should not exceed the percentage established by the Central Bank of Iraq of (%20) of the capital and reserves
according to their book No. 180/3/9 dated 2020/06/30.

And according to what is recorded in the bank’s records and the clarifications given to us:

1- The book group used by the bank was in accordance with the requirements of the record-keeping system,
and it included, at our discretion, the recording of all assets, liabilities, expenses and revenues of the bank.

2- The inventory process of fixed and cash assets has been carried out properly and under our supervision.

3- The annual report of the bank’s management and the financial and accounting information it contained
reflects acomprehensive picture of the bank’s progress during the year and that it was prepared inaccordance
with the requirements of the Companies Law No. (21) of (1997) as amended, and the requirements of
corporate governanceissued by the Central Bank of Irag and that it does not include anything that contradicts
provisions of laws and legislation issued.
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Eleven: Reporting Money Laundering

Sufficient measures have been taken to prevent money laundering and terrorist financing operations, and
these measures are being implemented in accordance with the regulations and directives issued by the
Central Bank of Irag and in accordance with the provisions of the Money Laundering and Terrorist Financing
Law No. (39) of (2015). According to the required conditions, as the bank applied the (AML) system according
to the directives of the Central Bank of Iraq, and according to the bank’s ambitions to expand in this field, the
bank contracted with the company that provided the system for the purpose of linking it with the banking
system (ICBS) and linking it to the international sanctions lists through the word cheek system. There is
reluctance on the part of the company, and accordingly, we recommend approaching the company that is
supplying the system to complete the deficiencies related to the operation of the systems.

Twelve: Internal Control (Internal Sharia Audit Department)

The reports of the internal Sharia audit department were comprehensive of the bank’s activities, and the
internal control system included the necessary procedures through which this department could carry out
the control and audit procedures.

Thirteen: Risks

All reports of the Risk Department comply with the instructions and controls for risk management issued by
the Central Bank of Iraqin 2018.

Fourteen: Sharia Compliance Monitor

All the reports of the Compliance Monitor submitted during the year were prepared in accordance with the
requirements of the Central Bank of Iraqg, and we noticed that some standard ratios are higher or lower than
the limits set for them.

Fifteen: Revenues from Buying and Selling Foreign Currencies:

1- We approached the Central Bank of Iraq / the Department of Financial Operations and Debt Management
/ foreign currencies buying and selling desk in our letter No. 16/20/54 dated 2020/02/10 to indicate the
amount of dollars purchased by the bank during 2020 through the foreign currencies buying and selling desk
and the bank provided us with the amount of foreign currency purchased, according to the table below, in
addition to the revenue achieved through this department. Note that we did not receive the answer of the
Central Bank of Irag until the date of issuing the final accounts.

The table below shows the amount of money purchased from the foreign currency buying and selling desk:

Purchased amount through the buying and selling foreign currency desk  The amount purchased in USD Revenue amount in dinar
Cash 2,600,000 26,000,000

External transfers 1,425,170,000 2,786,129,500

Documentary credits

2- The percentage of profits from buying and selling dollars through the foreign currency desk represents
(%32) of the banks total revenues amounting to (8,728,646,071) dinar, and therefore we recommend
developing various banking products and diversifying the sources of income in the future.
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Sixth: Investments

The bank invested by purchasing a poultry field at the end of the year on 2020/12/24, so we recommend
completing the procedures for transferring ownership to the bank.

Seventh: Current Accounts

1- Current account balances amounted to (21,960) billion dinar on 2020/12/31, compared to (9,928) billion
dinar for the previous year, which represents an increase of (%54), and this is an indicator that shows the
upward growth of the bank’s capabilities in attracting deposits.

2- Current accounts constituted (%7.7) of the total liabilities and equity, which is a small percentage indicating
that the bankis still dependent on its own resources.

3- We recommend working on attracting investment (savings) deposits, as their percentage represents (zero)
inrelation to the total deposits.

4- We recommend working to raise the ratio of basic deposits against non-core deposits, since the risk
exposures of non-core deposits are large.

Eighth: Provisions:

In implementation of the letter of the Central Bank of Irag No. 9/2/401 on 2020/02/28, the bank made
provisions for the same amount of revenue achieved as a result of changing the exchange rate of the dinar
against the dollar, which amounted to (1,788,985,531) resulting from the impact of the change and it was
distributed as follows:

Provision for expected credit losses 243.783.610
Various customizations 925.814.271
Custom Pavement Price Fluctuations 619.387.650
Total 1.788.985.531

Ninth: Other Liabilities

The balance of other liabilities amounted to (1,042) billion dinar on 2020/12/31, the details of which are
shown in Note No. (18) attached to the financial statements. The balances of the accounts that make up the
balance have been checked, and all of them meet the accounting principles.

Tenth: Shareholders' Rights

1- The bank was established based on the establishment certificate numbered (M.S 16178) on 2016/09/05,
with a capital of (100) billion Iraqi dinar, which was increased to become (250) billion dinar, according to the
Companies Registration Department>s letter No. (180027) dated 2017/06/18.

2- An amount of (140,011,390) dinar has been allocated as a legal reserve, which represents (%5) of the
profits after deducting taxes.

3- The balance of retained earnings from (2019) amounted to (1,794,803,669) Iraqi dinar, and after adding
profits of (2020) amounting to (2,332,281,384) dinar, the balance of retained earnings on 2020/12/31 will
be (4,127,085,053) Iraqi dinar.

4-Thebalanceof retained lossesfrom (2019) amountedto (983,805,109) dinar,and after deductinganamount
of (327,935,037) dinar from the profits of this year, the balance of losses for 2020 becomes (655,870,072)
dinars, and the amount of deduction represents (%20) of the balance of retained losses from (2017).
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Second: Subsequent Events

There are no subsequent events on the balance sheet date that materially affect the financial statements, nor
are there any a negative impact of Corona Virus until the date of this report preparation.

Third: Money

1- The money balance amounted to (182) billion dinar on 2020/12/31 compared to the previous year, which
amounted to (184) billion dinar, with a decrease of (2) billion dinar.

2- An exchange rate of (1460) for each dollar was adopted as a basis for valuing the foreign currency on
2020/12/31.

3- The cash in safes on (2020/12/31) formed (44) billion dinar, i.e. at a rate of (%24) of the total cash, which
is a high percentage, and accordingly we recommend employing these funds or depositing them in the open
bank account with the Central Bank of Iraq.

4-The legal liquidity rate reached (%496), which is a high percentage compared to the ideal standard of (%30),
and accordingly we recommend employing this liquidity by granting cash credits and available investments
with low risks and in accordance with the regulations, laws and instructions issued by the Central Bank of Iraq.

5- The Liquidity Coverage Ratio is (%1376) LCR, and the Net Stable Funding Ratio is (%381) NSFR, which is
an indication of the Bankos ability to meet future obligations.

Fourth: Cash Credit

1- The net cash credit balance mounted to (71,031) billion dinar on 2020/12/31; i.e. after deducting deferred
profits and expected credit losses compared to (75,632) billion dinar for the previous year.

2- When reviewing the credit files for the (20) large borrowers, we noticed the necessity of completing the
procedures for registering the ownership of the projects that the bank purchased through the financing
granted in the fixed partnership formulas and according to the percentage of its contribution to it.

3- The realized profits as a result of granting cash credit mounted to (3,464 billion dinar on 2020/12/31,
which represents (%39) of the total revenues.

4- We recommend expanding the credit base and diversifying the credit periods to avoid risks.

5- We recommend diversifying the Islamic formulas in the financing operations and not focusing on the
(partnership/Murabaha) formulas.

6- The lack of credits granted to the related parties according to the instructions of the Central Bank of Iraq
No.219/6/9 on 2020/12/31.

7- The bank financed through the initiative of the Central Bank of Iraq to finance small and medium projects,
which amounted to (3,838) billion dinar on 2020/12/31.

Fourth: Contractual Credit

The balance of letters of guarantee mounted to (7,438) billion dinar on 2020/12/31, compared to (822)
million dinar for the previous year, and the cash guarantees obtained against these credits amounted to
(1,187) billion dinar, which represents (%16) of the reliable guarantees against these obligations.

Fifth: Fixed Assets and Projects in Progress

The bank has completed the procedures for registering its building with the Real Estate Registration
Department and we have viewed the property title deed, whereas the value of the building has been fixed
at (600) million dinar, the value of the land at (2,400) billion dinar, and an amount (89) million dinar has been
added to the cost of the land, as taxes and registration fees.

31



Account Auditor’s Report

No: 108/21/54
Date: 2021/05/04

To the honorable shareholders of Al-Qurtas Islamic Bank for Investment and Financing

Greetings,

We are pleased to inform you that we have examined the Statement of the bank’s financial position as it is on
2020/12/31, statement of income and other comprehensive income, statement of changes in shareholders’
equity and cash flows for the year ended on the same date and clarifications bearing the sequence from (1) to
(28) and the annual report of the bank’s management prepared according to the provisions of the Companies
Law No. (21) of (1997) as amended, regulations and instructions issued under the Banking Law No. (94) of
(2004) and Islamic Banking Law No. (43) of (2015) in accordance with recognized local and international
auditing standards.

We obtained the information and clarifications that we considered necessary to perform our mission,
which we carried out in accordance with the legislation in force and in accordance with the recognized
audit procedures that included the necessary tests for aspects of the bank»s activity which fall within our
jurisdiction.

Management’s Responsibility

The management is responsible for preparing these statements and disclosing them in accordance with
international accounting standards and the standards of the Accounting and Auditing Organization for
Islamic Financial Institutions (AAOIFI) stipulated in Article (13) of the Islamic Banking Law No. (43) of 2015,
in addition to its responsibility for preparing and implementing the internal control system, especially with
regard to preparing and disclosing financial statements fairly and free from material misstatements resulting
from errors and manipulations. This responsibility also includes testing the application of appropriate
accounting policies and the use of acceptable accounting estimates.

Auditor’s Responsibility

Our responsibility is to express a neutral technical opinion on the statements provided to us in accordance
with the guidance of local and international auditing standards which require that we plan and perform the
audit to obtain reasonable support about it if the statements are free from any fundamental error. The audit
includes our examination on a test basis of the supporting statements and documents of the amounts shown
in the balance sheet and other final accounts for the fiscal year ended on 2020/12/31 and their disclosure.

It also includes a fair evaluation of the accounting principles adopted by management, and we believe that
their audit provides a reasonable basis for the opinion we express. Accordingly, we have the following
clarifications and notes:

First: Application of International Accounting Standards

The bank is committed to applying the international standard No. (9) in calculating expected credit losses
(ECL), and the results of the application were a surplus of (201,752,850) dinar between the total expected
creditlossesaccordingtothe methodology developedforapplyingthestandard amountingto(2,000,142,755)
dinar and the balance of the provision calculated according to the instructions of the Central Bank Iragi No.
(4) of 2010 amounting to (1,798,389,905) dinar, and the bank kept the surplus in the balances of the existing
provisions.
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Audit Committee Report
In the name of Allah, the Most Gracious, the Most Merciful
Ladies and gentlemen, honorable members of the General Assembly

May the peace, mercy and blessings of God be upon you

Based on the provisions of Article (24) of the Banking Law No. (94) of 2004, the Committee exercised its
work based on what was stated in the requirements of institutional governance, and below is the summary
of the audit results as on 2020/12/31.

1-The Committeeexerciseditsworkalongsidethe auditor during2020,andfollowed upontheimplementation
of all the observations and recommendations contained in his reports and the reports of the Central Bank of
Iraqon the results of the monitoring and audit work that were carried out during 2020.

2- The Committee reviewed the reports issued by the Internal Sharia Audit Department of AL-Qurtas Islamic
Bank, where the recommendations for the incoming remarks were followed up and processed, and reviewed
the reports of the Sharia Compliance Monitor in the bank.

3- The annual report for 2020, including its financial reports and performance indicators, was reviewed to
ascertain the extent of the bank’s commitment in accordance with the requirements of the provisions of the
effective Companies Law No. 21 of 1997, and the Bank>s commitment to the provisions of the law.

4- The committee reviewed the report of the two joint auditors for 2020, which indicated in detail the
soundness of all procedures. We also confirm the soundness of the measures taken by the bank in protecting
shareholders’ rights through its performance for 2020, and that the balances appearing in the balance sheet
reflect the fair image of its financial position.

5- The committee reviewed the results of calculating the expected credit losses and the resulting provision
size in accordance with International Financial Reporting Standard No. (9) as on 2020/12/31.

6- The Committee has confirmed bank’s commitment to the disclosures set by the International Financial
Reporting Standards and the Islamic Accounting Standards issued by the Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI), which was stipulated in Article (13) of the Islamic
Banking Law No. (43) of 2015 and the instructions of the Central Bank of Irag and other legislations and
instructions.

7- The committee has ensured that the executive management is aware of the changes that occur in
International Financial Reporting Standards, as the bank has applied Standard No. (9) in relation to financial
instruments in the part related to Islamic banks to calculate expected credit losses.

8- The Committee reviewed the reports of the Banking Risks Department and noted the ratios and financial
indicators, all of which were appropriate and below the upper limits of the risk indicators.

9- The committee reviewed the annual inventory reports of fixed assets and cash in the bank»s safe vaults,
and the results of the inventory were identical to the records.

Omar Mukhtar Kadhim Soran Hamad Amin Rebaz Othman Smail

Member Mmember Committee Head
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In the name of Allah, the Most Gracious, the Most Merciful

Praise be to God, Lord of the Worlds, and prayers and peace be upon our master Muhammad and his family
and companions all

Dear shareholders of Al-Qurtas Islamic Bank for Investment and Finance
Peace, mercy and blessings of God

Based on the provisions of Chapter Five of the Islamic Banking Law No. (43) of 2015, and the instructions
and the regulations issued to the Sharia Supervisory Board for 2018, we present to you the following report:

The Sharia Supervisory Board has monitored the principles used in establishing contracts related to
transactions and applications that were put forward by the bank during 2020. We have carried out due
monitoring to express an opinion on whether the bank is committed to the provisions of Islamic Sharia in its
banking transactions and services. Our responsibility is limited to expressing an independent opinion based
on our monitoring of the operations of the institution and preparing the report for you.

We carried out the monitoring, which included examining the documentation and procedures followed in the
bank on the basis of testing each type of transaction.

We have planned and carried out our monitoring in order to obtain all the information and explanations
which we considered necessary to provide us with sufficient evidence to give a reasonable assurance that
the Bank did not violate the provisions and principles of Islamic Sharia.

In our opinion

- The contracts, operations and transactions entered into by the Bank during the fiscal year ending on
2020/12/31 were made in accordance with the provisions and principles of Islamic Sharia.

- The bank did not achieve any gains from prohibited sources or methods that violate the provisions and
principles of Islamic Sharia.

- We reviewed the financial position, balance sheet, revenue and expense account, and they were in
accordance with the principles and provisions of Islamic Sharia

- The shareholders are responsible for paying the handout (zakat), and there is no authorization for the bank’s
management to pay it directly, because there are no instructions to collect it, and the bank’s basic system
provisions or the decisions of the general assembly or a power of attorney from the shareholders to do so.

The Authority’s activities during the year 2002

- Two quarterly reports were prepared on the work of the Sharia Supervisory Board and sent to the Central
Bank of Iraqg.

- The Board has been the annual plan for 2020.
- The Board has held six meetings during 2020.

- The board has approved 27 financing transactions.

We ask God Almighty to grant us guidance and good luck.

May the peace, mercy and blessings of God be upon you

Durgham Taha Shahin  Azad Hashem Michael Muwafaqg Hussein Mohammed Omid Mustafa Abdullah

Member Member Member Member
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Correspondence Banks

Bank’s Name Country
AL-Barakeh Bank Turkey
France Bank Lebanon
African Arabic Bank United Arab Emirates
Golden Global Bank Turkey
AL-Bona Platform

The bank has completed the testing phase and is currently in the process of signing the contract.

Lands and Real Estates

The bank currently owns a property for the General Administration and the main branch is located in
Baghdad, Al-Nazimiyah, Babil District, Building No. (457) and the approval of the Central Bank of Iraq to buy
this property was obtained according to their letter No. 805 on 2016/11/20, and the value of the property
was reassessed by the Committee of Experts formed by the Central Bank of Iraq according to their letter No.
1104 on 2018/01/18.

The bank does not have any real estates as a result of debts settlement.

Rented Buildings Contracts

Branch Name Rented Buildings Location Contract Annual Value

Erbil Branch Erbil - Eskan St. 28 million dinar

Shorjah Branch Baghdad - AL-Rashid St. 21 million dinar
Subsequent events

There are no subsequent events between the end date of the fiscal year and the preparation of the financial
statements.

Acknowledgments

-TheBoard of Directors of Al-Qurtas IslamicBank for Investment and Finance acknowledges, toits knowledge,
that there are no material matters affecting the continuity of the Banks business, and the responsibility for
preparing the financial statements for the year 2012.

- The Chairman of the Board of Directors and the Managing Director acknowledge the correctness, accuracy
and completeness of the information and state for the Islamic Bank for 2020.

- There are no legal claims filed against the bank, or has the bank instituted them against others.

Mohammed Bahr Mahmood Omid Hasan Ahmed

Managing Director Chairman of Board of Directors
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Company: Offtec

1- Contracting this company to purchase ATM devices, and the bank was equipped with the devices which
were distributed to the branches.

2- Contracting this company to equip the Q-System and devices, which was installed in the bankss branches.

3- Special printers were purchased for the bank for each floor, and it was directly connected to the computers
for allemployees

4- Equipping the Erbil branch with a C6000 cheque printer.

IBTS Iragna Company

Contracting this company for an electronic archiving project using the Laser Fiche system.

Acadia Information Technology Company

The Bank contracted with this company for the project of a framework for the governance of information
technology COBIT 2019 and plans were made for the projects of the managers working on it, the gap was
assessed, the plan was sent to the Central Bank of Irag, and the plans that would be sent to the Central Bank
in the next semi-annual, and training courses were taken on the COBIT system and project management.

Company: Snich

They were contracted to send messages to customers for the phone banking application from Iragi
telecommunications companies (lragna, Korek, Asiacell).

AEG Company, the supplier of Swift and Smart Clear
1- Updating the CSP requirements forms for the international section and the Swift . system.

2- Monitoring the completion of the project to link RTGS & ACH payment systems with the Smart Clear system.

Other businesses
1- Courses and workshops for the employees of the Information Technology Department throughout the year.
2- Developing and updating the bankss internet and intranet service.

3- Changing the bank’s cameras, linking them with Erbil, and equipping new NVR devices with a larger
capacity.

4- Following up on the bank's work related to the information technology department.
5- Changing the fingerprint devices and linking them with the branches.

6- Following up on data centers periodically throughout the year.
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Information Technology

Below are the achievements made by the Information Technology Department for the year 2012 in terms of
new systems, contracts and updates to the bank>s own systems and payment systems, as follows:

Consultation firm that equipped the Integrated Computerized Banking System ICBS

1- The Mobile Banking project has been completed, and only the work remains on the experimental
environment, and its screens have been added to the bank>s system.

2- The cash management screens have been activated and a course has been taken on them.

3- The linking the CBS credit information exchange system with the ICBS banking system has been completed,
accordingtothe requirements of the Central Bank of Iraqg.

4- The annual maintenance contract and the Oracle contract has been renewed.

5- Special screens for linking the World Check system through the API with the ICBS banking system has
been activated, which stops account opening operations and internal transfers in the event that there are
names similar to the names on the black lists, and the experimental environment has been worked on that
and the screens were tested correctly.

Ishtar Gate Company (Capital) which supplied AML System

1- Linking the AML system with the World Check system for the purpose of withdrawing a data file for
international black lists of countries, people and companies

2- Updating the system data withdrawn from the ICBS banking system weekly and monthly.

3- Determining the users of the system with new powers appropriate to their work, so that the authority
of the liaison officer differs from the employees of the Anti-Money Laundering Department and the
department manager.

Refinitive Company which supplied World Check System

1- A contract was concluded with it to link their system with the ICBS banking system and the Anti-Money
Laundering AML system through API & Data File.

Design Center Company (host of the bank's website)

The bank>s web name has been changed from QIB.IQ to ALQURTAS.IQ and contract has been concluded to
protect the site and encrypt data by SSL.

Infotech company responsible for bank networks, servers and data centers

1- Contracting this company on Fortiweb to protect email and mobile application data.
2- Expanding the storage space of the bank»s servers.

3- Periodic maintenance of our devices by the company.

4- Doing vulnerability tests periodically.

5- Renewing the annual maintenance contract.
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Performance Indicators Analysis

Item 2020 2019
Liquidity coverage rate - LCR %1376 %2.894
Net stable financing ratio - NSFR %381 %361
Legal liquidity ratio %496 %800
Capital adequacy ratio %467 %552
Return on assets %1.17 %0.60
Return on equity before Tax %1.30 %0.64
Ratio of total expenses to revenue %61.92 %77.37
Ratio of foreign remittance revenue to total revenue %19 %61
Net income to capital ratio %2 %1

Ratio of non-performing debt to total credit - -

Cash to deposit ratio %359 %788
Pledge credit to deposit ratio %36 %8
Financial investments to capital ratio %10 -
Ratio of cash insurance against contractual commitments %16 %20
Ratio of capital and reserves to total assets %86 %94
Ratio of cash and contractual credit to capital and reserves %32 %31

Accounting Policy

The Bank has adopted the generally accepted policies and principles of accounting principles and their
standards and what is prevalent in the banking sector in accordance with the requirements of the Central
Bank of Irag Law No. (56) of 2004, the Islamic Banking Law No. (43) of 2015, the Banking Law No. (94) of
2014, the Anti-Money Laundering Law No. (93) of 2004 in force and Companies Law No. (21) of 1997,
international accounting and Sharia standards and accounting standards issued by the Accounting and
Auditing Organization for Islamic Financial Institutions (AAOIFI).

Accounting principles and foundations

The Bank relies on International Financial Reporting Standard No. (9) in calculating expected credit losses.
The debit and credit accounts between the general administration and the main branch have been processed
by clearing them. As for the depreciation on fixed assets, the Bank has adopted the straight-line method at an
annual rate of (%20) on all fixed assets except buildings, and calculated it at a rate of (%2), and the conversion
of the financial statements between the dinar and the dollar was based on an exchange rate of (1460) dinar
for one dollar.
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The Expected Credits Losses

Tocomplementthebank’seffortstofullycomplywiththeinstructions,controlsandsupervisorycircularsissued
by the Central Bank of Iraq, the bank calculated the provision for expected credit losses as on 2020/12/31 in
accordance with the requirements of International Financial Reporting Standard No. (9) and the instructions
of the Central Bank of Irag and the approved methodology of the bank in calculating provisions According
to the standard. For the purposes of reducing credit risks, the bank uses guarantees, wherever possible, and
after making appropriate reductions to show the value of the guarantee after liquidation as accurately as
possible, after reversing all the historical costs associated with liquidating the guarantees that were in the
bank’s possession and the time period for their liquidation. The accepted guarantees in this methodology
include each of the cash guarantees, gold, securities, letters of guarantee, real estate, partnership contracts,
receivables, balances, and others. And after the application of the reduction policy followed by the bank for
the guarantees used in the lending agreements according to the International Financial Reporting Standard
No. (9).

Investments

The Iragi Company for Deposit Insurance 750,000,000
Long Term Investments - Poultry Field 24,637,500,000
Total 24,638,250,000

Client's Deposits

Customer deposits increased compared to the previous year, reaching a growth rate of (%54.79), which is a
positive indicator in terms of attracting deposits.

Results of Bank's Businesses

Income statement: The bank achieved a net profit of (2,800) billion dinar after tax deduction in the 2020,
compared to (1.128) billion dinar in 2009, and this increase is the result of an increase in revenues with a
growth rate of (%18).

Expenses

Relative Importance of Total Expenses in 2020

Account Name 2020 2019 Change rate Relative Importance
Deferred Sale Revenues 457,477,270 701,348,021 (243,870,751) % (53.31)
Funding Revenues 3,006,648,000 1,734,000,000 1,272,648,000 %42.33
Commission Net Revenues 88,751,188 128,375,670 (39,624,482) % (44.65)
Foreign Currency Revenues 5,169,886,690 4,488,555,546 681,331,144 %13.18
Other Operations Revenues 5,882,923 41,815,512 (35,932,589) % (610.79)
Total 8,728,646,071 7,094,094,749 1,634,551,322 %18.73
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Cash Credit

The cash credit balance decreased from the previous year by (%6.74), as the bank follows the policy of
matching between achieving returns and the associated risks, and the table below shows the details of the
credit granted for 0202:

Contractual Credit
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Liabilities and Equity

The Relative Importance of Liabilities and Equity

.

Deposits Loans - CBI Cash Insurances Provisions Other Liabilities Equity Rights

M 2020 I 2019

Cash Assets

Cash assets decreased from the previous year by (%0.83), as their balance, until the date of 2020/12/31,
mounted up to 182,935,554,074) dinars, distributed as follows:
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Bank Financial Management

The financial Statements reflect the actual performance of the bank and the guarantee steps are taken
according to the results of the financial statements.

Assets

Account Name 2020 2019 Change Rate Relative Importance
Cash and balances with banks 182,935,554,074  184,063,586,788 (1,128,032,714) (0.62)%

Cash Credit 70,854,296,919 75,632,082,820 (4,777,785,901) (6.74)%
Investments 25,387,500,000 25,387,500,000 %100
Material and non-material Assets 3,886,961,592 2,944,768,543 942.193,049 %24.24
Other Assets 2,070,400,000 3,396,947,595 (1,326,547,595) (64.07)%

Total 285,134,712,585  266,037,385,746 19,097,326,839) %6.70

The Relative Importance of Assets

Cash Credit Investments Material and Non Other Assets

material Assets

Cash & Balances
with Banks

M 2020 7 2019
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of information and communications, verifying the adequacy of the infrastructure, information and
communication systems, electronic networks, and software used in the bank, verifying the adequacy of
the measures taken to keep backups, following up on electronic workers service techniques, ensuring the
preparation of a manual of information and communications technology policies and procedures, ensuring
that there is a separation of duties between the ICT department on the one hand and the other departments

in the bank on the other.

Number of Employees according to the branches

General Management Main Branch Shorja Branch Erbil Branch
32 6 22 17
Training Courses
Item Number of Training Courses
Internal Courses 59

External Courses -

Below is the names and positions of the Senior Executive Management

Name Position Appointment Education

Mohammed Bahr Mahmood Managing Director 2017/11/07  B.Ainlaws

Zahraa Ghanim Qasim Deputy Managing Director 2016/05/17  B.A.inFinancial and Banking Sciences
Yahya Husam Omar Financial Director 2017/06/07  B.A.in Accounting

Aseel Majid Hussein Internal forensic audit 2019/08/18  B.A.in Commercial Sciences
Nawras Nasir Mahmood Sahria Compliance 2017/07/31  B.A.instatistics

Esraa Abdulkarim Abdullah Risk Management 2017/06/20  B.A.in Business Administration
Zaid Eejaj Obaid Reporting section 2015/05/12  B.A.in Management and Economics
Rana Ghasan Jalfan Credit Department 2017/06/06  B.A.in Statistics Science

Sarraj Khalid Bshara IT Department 2016/08/10  B.A.in Computer Science

Samir Jasim Muhsen International Section 2016/08/31  B.A.in Computer Science

Haydar Abdulwadood Khazaal ~ Public Awareness 2020/05/14  B.A.in Business Management
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Total

77

Number of Participants

162

Banking Experience

20 years

10year banking experience

13year banking experience

CBI 15 years/Qurtas Bank 2 years

8year banking experience

7year banking experience

8year banking experience

13year banking experience

4year banking experience

11year banking experience

4year banking experience
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Money Laundering and Terrorist Financing Reporting Management Unit

In view of the banking principles, especially recently, which emphasize the importance of reporting money
laundering and terrorist financing in order to effectively protect the bank from the risks of non-compliance,
and emphasizing the vision of the Central Bank of Irag and the Anti-Money Laundering and Terrorist
Financing Law No. (39) of 2015, which confirmed that the purpose is the reduction of money laundering and
terrorist financing operations, which have become aggravated in the present era to a large extent, and the
acceleration of technological development in the banking and money sector, which has allowed diversity in
the methods of financial fraud and the harmful effect that this causes on the economy and society and to
confront criminal activities and combat and reduce their emerging methods.

Money laundering is defined as the process of displaying dirty money as clean money, and money laundering
is every act that involves acquiring, possessing, disposing of, transferring, managing, keeping, exchanging,
depositing, investing, tampering with its value, movement, or transfer, or concealing or disguising its source,
the true nature of it, its location, how to dispose of it, its ownership, or the rights related to it, knowing that
it was obtained from one of the crimes stipulated in the Anti-Money Laundering and Terrorist Financing Law
and its amendments. Money laundrying is a separate crime from the crime by which the money was obtained,
and conviction in the crime from which money was obtained does not require proof of its illegality.

Executive Management

The senior executive management undertakes the implementation of strategic and operational plans and the
implementation of laws, regulations and related instructions, policies and directives issued by the board of
directors, whereas the senior executive management is chosen on the basis of enjoying the greatest degree
of credibility, integrity, efficiency and necessary banking expertise and the ability to adhere to and devote
time to the work of the bank.

The Committees Emanating from the Executive Management

Committee emanating from

Executive Committee

Information

Credit Investment Committee Technology

Committee Committee

The Credit Committee

It supervises and follows up on the implementation of the instructions issued by the Central Bank of Iraq
regarding the basis for assessing the creditworthiness of customers and sets up provisions, follows up on
exposures, and loan repayment, collects bad loans, and simplifies the procedures for granting loans.

The Investment Committee

It divides the investment portfolio into equity and debt instruments, proposes purchases or keeps the
components of the investment portfolio, follows up on their implementation, reviews the periodic indicators
used and submits the necessary proposals regarding them.

Information Technology Committee

Reviewing and developing the uses of information and communications technology, verifying the security
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Types of risks
Credit Risks

The Bank defines credit risk as the risks arising from the inability or unwillingness of the customer to fulfill
his financial obligations (principal and/or profits) according to the agreed terms and dates of maturity, which
causes the Bank to incur financial losses.

The Bank adopts a proactive and dynamic approach and the application of a conservative strategy in
managing this type of risk is an essential element to achieve its strategic goal of continuous improvement
and maintaining the quality of assets and the composition of credit portfolios. The Bank also relies on solid,
conservative and discreet credit standards.

Liquidity Risks

The bank defines liquidity as the bank’s ability to meet its obligations when they become due without
incurring unacceptable losses, according to the definition of the Islamic Financial Services Board (IFSB), and
therefore the liquidity risk is the bank’s inability to provide the necessary funding to fulfill its obligations on
their due dates.

The bankis establishing a stronginfrastructure to fulfillits obligations at maturity and under all circumstances
and without additional costs. Cash management is a clear expression of the bank’s ability to meet its cash
obligations in the short and long term, within the framework of the general strategy that aims to achieve an
optimal return on its investment.

Market risk

The bank defines market risk as the risks that the bank may face as a result of changes in interest rates and
fluctuations in exchange rates, stock prices and commodity prices. The Bank adopts a conservative policy
represented in reducing its exposure to related risk factors and keeping them within the minimum limits
by achieving correspondence and balance between assets and liabilities by maintaining a minimum level of
financial positions in currencies and securities.

Operational Risks

Operational risks include:

- Reputational risk

- Risks of compliance with legal aspects.
- Legal risks related to operations.

- Risks of non-compliance.

- Other risks (concentration risk/residual risk / business risk/settlement risk)

Sharia Compliance Monitoring Unit

It is an independent function that aims to ensure that the bank and its internal policies comply with all laws,
regulations, instructions, orders, codes of conduct and standards issued. It also aims to implement the best
sound banking practices issued by local and international regulatory authorities, in addition to applying
advice and guidance and submitting reports to the Board of Directors.
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Risk management represents one of the basic levels of control within the framework of the institutional
structure of the risk management department in the bank, whichis the department responsible for developing
a strong and effective system to identify the risks to which the bank is exposed. The policies related to risk
management also contain a set of guidelines for developing and implementing effective risk management
procedures, primarily.

All of the bank’s profit-making activities may involve a certain amount of risk, and taking risks is inherent in
the bank’s internal systems and operations and is a natural result of many external factors, and to ensure
that these activities achieve profits which are added to the profits of shareholders and depositors, risks are
managed according to the levels of tolerance specified in the bank, and according to the overall risk appetite,
as approved by the Board of Directors and reviewed annually by the Risk Management Committee. The
following principles are at the core of the risk management philosophy adopted by our bank:

- Islamic Sharia: Full compliance with the principles of Islamic Sharia governance in all its aspects.

- Approval: All business activities that legally and morally obligate the bank to provide risk-taking financing
solutions and any other business proposals require obtaining the approval of committees or authorized
individuals before entering into the commitment.

- Independence: A clear separation between business functions and risk management.

- Limiting the commitment to one entity: The decision-making entity is determined according to the total
amount of funding or capital at risk, provided that it is approved by all entities that form a cohesive group
based on contribution and administrative control.

- Risk Management Committee: The Committee is responsible for making decisions related to policies,
products and exposure to significant risks, in coordination with the Risk Management Department and other
concerned parties.

- Business Responsibility: Business units are responsible for selecting customers and managing all business
activities with these customers within the approved limits.

The organizational structure of the risk management department

The risk department is technically affiliated to the bank’s board of directors through the risk management
committee emanating from it, and administratively to the managing director.

Risk Management Board of Director's
— Board of Directors .
Committee Secretariat
RiskManagement Managing
Department Manager Director

Department Assistant

Manager
it Ri ivisi Non-compliance risk
CldtREKD ey Market Risk Division  Liquidity Risk Division o )
Investment in — — —— division According
and rate of return and operating risks .
Capitals to Islamic law
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Part of the philosophy in this definition is the impossibility of limiting internal control to financial and
accounting activities only, as it includes all aspects of the institution and combines the different levels of
employees, executive management and the board of directors.

Internal audit

It is an independent and objective assurance and consultancy activity designed to add value and improve the
operations of the institution and help it achieve its goals by providing an organized and disciplined methodology
to evaluate and improve the effectiveness of risk management, control and governance processes. The
Association of Certified Public Accountants also defined internal auditing as the main control tool on all internal
control systems, which is the independent and objective evaluation of the institutions internal control systems
with the aim of managing risks in an effective manner within the degree of risk appetite.

Responsibilities of the Internal Audit Department

- Evaluating and improving the internal control system in a way that ensures reducing risks by evaluating
control procedures and internal control over the various operations of the bank by studying the applicable
regulations and policies and assessing the extent to which departments, sections and branches adhere to the
policies, procedures, and controls determined by Internal Audit Committee.

- Logical verification of the credibility of data and information.
- Logical verification of taking appropriate measures to protect various assets.
- Ensuring compliance with laws, regulations, policies and instructions.

- Development of an annual internal audit plan that includes all the bank’s activities, i.e. approving advance
planning of the audits by assessing the risks and difficulties of the processes under audit.

- Financial audit, which aims to ensure the correctness of directing financial and accounting operations
and the extent of compliance with applications of the accounting standards approved for application in
accordance with the instructions of the Central Bank of Iraq, in addition to various financial treatments,
international accounting standards and standards of the Accounting and Auditing Organization for Islamic
Financial Institutions.

- Administrative audit, which aims to assess the quality of the methods used by the general administration to
monitor risks.

- Monitoring risking in order to combat and report them.

- Submitting quarterly reports to the Board of Directors and the Board Audit Committee on the reviews and
visits that took place during the period and the measures that were taken.

-Submittingsuggestionstoimprove andfollowuponitsresultsand the extent of commitmenttoimplementing
therecommendationsbytheconcernedauthoritiesduringthereportingperiod.

- Cooperating with external auditors and inspection committees issued by the Central Bank of Iraq and
following up on the results their visits and to ensure that the concerned authorities at the bank take the
appropriate measures to respond or implement the observations and coordinate with them to prepare the
appropriate response.

- Providing advice and expressing opinion on issues referred to it by senior management with the aim of
developing and reducing risks to the extent acceptable by the Board of Directors.

Risk Management

Our bank deals with the challenges related to banking risks comprehensively within a holistic framework of
risk management based on the best banking standards, norms and practices, supported by an organizational
structure at the level of the board of directors, especially the committees emanating from the board and the
level of the executive management.
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The Sharia Supervisory Board consists of:

Name Appointment Date Qualifications
Omid Mustafa Abdullah 2017/04/16 Master of Islamic Education PhD student in Islamic studies
Azad Hashem Mikael 2017/04/16 Master in Islamic jurisprudence PhD student in Islamic studies
Mowaffag Hussein Mohammed 2017/04/16 Master in Islamic Education
Drgham Hussein Mohammed 2020/12/05 Bachelor of Law

Control and internal control systems

The Board of Directors of Al-Qurtas Islamic Bank for Investment and Financing and the executive
management of the bank are responsible for setting, implementing and maintaining internal regulation and
control systems in the bank which can guarantee and achieve the following:

- The accuracy of the information provided in the annual report.

- Accuracy and integrity of the financial and operating statements issued by the bank.

- Efficiency and effectiveness of the bank»s operational processes.

- Effectiveness of measures to protect the bank»s assets and properties.

- Compliance with internal work policies and procedures, laws, legislations and applicable instructions.

- Sufficiency of the legal controls systems.

This results from the bank’s belief in the importance of having adequate and effective internal regulation and
control systems and their continuous monitoring as it is one of the most important elements for management
and a basis for the safety of the bank’s operations, as the bank has adopted a number of internal regulation
and control systems that the executive management has responsibility for setting and implementing and
verifying their effectiveness after their approval by the board of directors, in addition to the bank’s executive
management is responsible for preparing policies and procedures and updating them to be applied after their
approval by the board of directors, in addition to preparing and updating work procedures in a manner that
ensures identifying, measuring, controlling and monitoring the risks that the bank may face and applying
those procedures, whereas, the bank’s board of directors works continuously to monitor and evaluate the
efficiency and effectiveness of these systems and their ability to achieve their desired goals and work to
enhance them.

In this context, the Board of Directors has drawn the strategic goals of the bank in addition to the continuous
monitoring of its executive management, which has the responsibility for implementing and safety of day-
to-day operations. The board of Directors also approves internal regulation and control systems and makes
sure of the extent to which the bank adheres to the strategic plan, the policies and procedures approved or
required under the laws and instructions issued pursuant thereto, in addition to ensuring that all risks of the
bank have been properly managed.

Internal Sharia Monitoring and Auditing

The Internal Monitoring: is a process implemented by the association Board of Directors and its executive

management and other individuals. It is designed to provide a reasonable confirmation of the association's

achievement of its purposes related to its operations, preparation of reports and supervisory adherence.
__________________________________________________________________________________________________________________________________________________|
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Risk Management Committee
- Reviewing risk management policies and recommending approval to the Board of Directors.

- Assisting the Board of Directors in managing the risks to which the bank is exposed, such as (credit risk,
market, operation, liquidity risks).

- Ensuring that there are appropriate risk management systems such as the operating management system
and the credit rating system.

- Monitoring the limits of exposure to the risk at the country, currency, terms, counterparty, administration,
market and sector levels.

- Setting acceptable risk limits and recommending them to the Board of Directors.

- Following up on measuring and controlling the bank’s risks.

Nomination and Remuneration Committee

- Determining the independent members of the Board of Directors based on the conditions for independent
membership.

- Determining the persons who are eligible to join the board membership or the bank’s senior executive
management and recommending them to the board of directors in the light of that.

- Recommendation to the Board of Directors to grant all the bank’s employees the annual increase, bonuses, etc.

Governance Committee

The Governance Committee aims to verify the preparation, follow-up and monitoring of the application
of the principles of good management and adherence to the instructions, regulations and laws issued by
the various supervisory authorities in this regard and the appropriateness of the policies, regulations and
procedures applied in the bank for these instructions and take corrective and preventive steps and measures
whenever necessary in a manner that achieves balance and compatibility between the powers that the bank
management enjoys to protect the rights of shareholders and stakeholders.

Sharia Supervisory Board

The tasks and responsibilities of the Sharia Supervisory Board are to monitor the bank’s businesses and
activities in terms of their compatibility and non-violation of the provisions of Islamic Law, follow-up and
review operations to verify that they are free of any legal prohibitions, express an opinion about and approve
all contracts and transactions, agreements, products and services, investment policies and policies that
regulate the relationship between shareholders and investment account holders. In addition to reviewing
and approving the policies and guidelines related to the provisions of Islamic Law to ensure the efficiency and
effectiveness of the bank>s internal Sharia supervision system.

Sharia Supervisory Board meetings

The Sharia Supervisory Board held (6) meetings during 2019, in the presence of all members of the Board.
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Board of Directors Activities during 2019

- The Board of Directors held (8) meetings during the year and all meeting minutes were approved by the
Company Registration Department.

- The Board accepted the resignation of Mr. Ahmed Younis Ismaeel from Board Chairing position and his
membership on 2020/08/31.

- The reverse member No. 1, Mr. Omid Hasan Ahmed to occupy the position of the original member in the
Board of Directors on 2020/08/31.

- Mr. Omid Hasan Ahmed was elected as a chairman of Board of Directors on 2020/08/31.
- The Board accepted the resignation of Mr. Shivan Omar Mohammed from the membership on 2020/09/30.

- The Board discussed the amendment of «Article Fifth» of the Incorporation Contract of the Bank by
increasing the number of members of Board of Directors from (5) to (7) original members and the same
applied to reverse members and the members were elected during the meeting of the general assembly held
on 2020/12/02.

- The original and reverse members of Board of Directors have not been granted any loans nor any kind of
cash or contractual credits.

- None of the Chairman nor members of the Board of Directors received any allocations or bonuses during the year.

Committees emanating from the Board of Directors

Committees

emanated from
the Board

Auditing Risk management Nomination and Governance
Committee committee rewards committee committee

Tasks and responsibilities of the Board of Directors Committees
The Audit Committee

- Reviewing the bank’s financial statements before submitting them to the board of Directors, and in
particular verification of the extent of implementing the instructions of the Central Bank of Iraq.

- Reviewing accounting issues that have a material impact on the financial statements.
- Reviewing the bank»s internal regulation and control systems.

- Reviewing the external auditors» reports on the internal regulation and control systems, the information
system and the recommendation to the Board of Directors in light of that.

- Submitting recommendations to the Board of Directors regarding the appointment of external auditors.

- Ensuring the ability of the external auditors to review the bank»s compliance with the Sharia standards and
accounting and auditing standards issued by the Accounting and Auditing Organization for Islamic Financial
Institutions AAOIFI

- recommending the Board of Directors regarding matters related to internal audit procedures and the work
of external auditors.
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Name: Mrs. Haidah Hussein Ahmed

Position: A Reverse Member of Board of Directors

Number of shares: 500,000

Election date: 2020/12/05

Academic achievement: BA in Electronic Technology and Control.

CV Summary: Banking Experience

Name: Mr. Hemn Hussein Mirkhan

Position: Reverse member of the Board of Directors
Number of shares: 500,000

Election date: 2020/12/05

Academic achievement: Doctorate if Business Management

CV Summary: Manager of Regional and International Studies Department in Kurdistan University.

Name: Mr. Farhang Jaafar Mohammed

Position: Reverse Member of the Board of Directors
Number of shares: 500,000

Election date: 2020/12/05

Academic achievement: BA in Business Management

CV Summary: -6year experience in the private sector

Name: Mrs. Awizan Saber Murad

Position: A Reverse Member of the Board of Directors
Number of shares: 500,000

Election date: 2020/12/05

Academic achievement: BA in Accounting

CV Summary: Banking Experience

Name: Mrs. Salwa Najeeb Ali

Position: A Reverse Member of the Board of Directors
Number of shares: 500,000

Election date: 2020/12/05

Academic achievement: BA in Finance and Banking

CV Summary: 4 years of banking experience
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Name: Mrs. Omar Mukhtar Kadhim
Position: Member of the Board of Directors
Number of shares: 1,000,000

Election date: 2017/04/16

Academic achievement: BA in Accounting

CV Summary: 15 years of banking Experience

Name: Mr. Rawez Rasool Mahmood

Position: Member of the Board of Directors

Number of shares: 6,071,500,000

Election date: 2020/12/05

Academic achievement: BA in Mechanical Engineering.

CV Summary: -5year Experience in private sector.

Name: Mr. Shivan Omar Muhammed
Position: Member of the Board of Directors
Number of shares: 1,000,000

Election date: 2017/04/16

Academic achievement: BA in Law

CV Summary: Banking Experience

Reverse Members of Board of Directors

Name: Mrs. Suad Ghazi Mohammed

Position: Reserve Member of the Board of Directors
Number of shares: 1,000,000

Election date: 2018/08/30

Academic achievement: BA in law

CV Summary: 12 years of service in the private sector

Name: Mr. Sherwan Shawkat Mohamed

Position: Reverse Member of the Board of Directors
Number of shares: 500,000

Election date: 2020/12/05

Academic achievement: BA in Law

CV Summary: -25year experience as an advocate.
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Board of Directors

The bank’s board of directors is responsible for drawing the strategy and formulating the vision and message
of the bank, in light of the directives of the general assembly, supervising its implementation, as well as
supervising the senior executive management and monitoring its performance and ensuring the soundness
of the bank’s financial conditions and ensuring the availability of the bank’s policies, plans and procedures
for all of its activities and in line with relevant legislations. The Board is also responsible for the integrity
of all the operations of the bank, including its financial condition and responsibility for implementing the
requirements of the Central Bank of Iraq and the requirements of other regulatory organizing authorities
related to its work.

The following are the names of the original and reserve members of the Board of Directors:

Original Members of Board of Directors
Name: Mr. Omid Hasan Ahmed

Position: Chairman of the Board of Directors
Number of shares: 5,500,000,000

Election date: 2018/08/30

Academic achievement: BA in Physics

CV Summary: 17 years of service in the private sector

Name: Mr. Soran Hamad Amin

Position: Deputy Chairman of the Board of Directors

Number of shares: 1,000,000

Election date: 2017/04/16

Academic achievement: BA in Management and Economics, Accounting Department

CV Summary: 8 years of service in the private sector

Name: Mr. Muhammed Bahr Mahmood

Position: Member of Board of Directors / Managing Director
Number of shares: 1,000,000

Election date: 2018/08/30

Academic achievement: BAin law

CV Summary: 20 years of government service, 13 years of banking service

Name: Mrs. Sazan Mohammed Saadi Mirkhan
Position: Member of the Board of Directors
Number of shares: 24,750,000,000

Election date: 2020/12/05

Academic achievement: BA in Accounting

CV Summary: 11 years of service in the private sector
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A list of the largest (10) shareholders who own a percentage of (%1) or more

The Statistic of Shares Distribution on Shareholder




Board of Directors Report

in accordance with the provisions of Articles (117) and (134) of the amended Companies Law No. (21) of
1997, We present to you, the comprehensive report of the Board of Directors of Al-Qurtas Islamic Bank
for Investment and Financing regarding the final audited accounts for the fiscal year ended on 2020/12/31,
including statements and information about the bank’s business.

Brief overview about the bank

The bank was established under the certificate of incorporation No. (82331) dated (2013/01/29) in the name
of (Hamon Money Transfer Company) and the name and activity of the company was changed from a money
transfer to an Islamic bank under the name, (Islamic Bank for Investment and Finance) in accordance with
the letter of the Directorate of Companies Registration No. (16178) dated (2016/09/05), and the license was
approved by the Central Bank of Irag according to their letter No. (3357) dated (2017/05/06), and the bank
started its formal business and opened its doors to the public on 2017/05/03.

The main activities of the bank

AL-Qurtas Islamic Bank for Investment and Financing undertakes all banking, investment and financing
activities stipulated in the laws and instructions and is bound by them in accordance with the noble Islamic
Sharia in providing banking services to companies and individuals and financing them in all activities,
commercial and industrial projects and community services through the bank’s branches.

The following is a list of the bank's branches:

Branches’ Name Address Telephone E-mail

Baghdad, Arsat AL-Hindiyeh, Entry to AL-
Nadhimiyah Street
AL-Rashid Street, Near the statue of

Shorjah Branch . . 07834650090 samar.almajidi@qib.iq
Abdulkarim Qasim

Main Branch 07834640089 Zaynab.abdamer@qib.iq

Erbil Branch Erbil, Eskan Street, Opposite to Rhein Mall 07834820089 info.erbil@qib.iq



The Speech of Mr. Chairman of Board of Directors

In the name of Allah, the Merciful

Ladies and gentlemen, honorable shareholders of Al-Qurtas Islamic Bank for Investment and Financing

It gives me great pleasure to deliver the fiftth annual report of Al-Qurtas Islamic Bank for Investment and
Financing, including the bankss financial statements and the most prominent achievements. This report has
been prepared in according to all laws, regulations and instructions of the supervisory authorities, including
Institutional Governance, in terms of disclosure, transparency and application of the International Financial
Reporting Standards.

And thank God, we could overcome the difficulties and obstacles that encountered us and we exploited
the best opportunities to achieve benefits for our bank. We continued to work hard with the executive
management to achieve our goals, and we worked closely with various sectors in investment projects to
realize returns and to support the national economy.

The bank has sound institutional governance, a flexible organizational structure, and efficient human
resources that qualify it to draw up, achieve and monitor the achievement of goals in an optimal manner.
To enhance the principle of financial and banking inclusion, the Bank has, and still aspires, to expand in
the dissemination of electronic payment channels and the application of geographical expansion and the
provision of services expansion through the strategic plan established for the years (2024-2021), which has
been accurately prepared as it constitutes a roadmap that guides us to our future steps towards building
a sound and flexible financial sector in order to meet the objectives and enhance shareholders’ rights by
increasing revenues, developing banking activity and providing an attractive and stimulating investment
environment for economic activity, which contributes to improving performance indicators in light of
International Accounting Standards, Basel decisions and the requirements of the Central Bank of Iraq.

The world faced many difficulties resulting from the spread of the (Corona) epidemic and the suspension
of the economic wheel for long periods during this year, and thanks to God, we sought to make our project
successful and achieve the goals with the plans set, and all challenges were overcome as the bank achieved
positive growth rates this year increasing the volume of profitability and deposits compared to the last year.
This is an indication of our keenness to achieve our legitimate ambition in this field.

In conclusion, | extend my thanks and gratitude in my name and on behalf of the members of the board of
directors to the bank’s shareholders and customers and the official bodies and institutions represented
by the Iraqgi Central Bank, the Company Registration Department, the Securities Board and the Iraqg Stock
Exchange, and we thank executive management which provided outstanding performance during this year.

May the peace, mercy and blessings of God be upon you

Omid Hasan Ahmed

Chairman of the Board of Directors



Introduction

Our vision

Al-Qurtas Islamic Bank for Investment and Finance aspires to be the leader in the Iragi banking market
through providing the best integrated modern banking services in the easiest way, in record time, with
transparency and credibility and high performance to large segments of society in order to contribute to
achieving sustainable economic development.

Our mission

Al-Qurtas Islamic Bank for Investment and Finance seeks to become a major bank in the field of banking
services by providing services to all segments of Iraqi society, and enhancing the importance of shareholders
through thoughtful financial management,

Facilitating banking services for individuals and companies.

Our core values

- Achieving the highest level of customer satisfaction.

- Paying attention to employees and taking care of them, as they are the main capital.
- Rewarding outstanding performance and teamwork.

- Honesty, transparency and justice.

- Good governance and community service.

The main objectives of the bank
Our bank seeks to achieve a set of economic and social goals in accordance with the principles of Islamic Sharia.

Achieving the Islamic approach in financial transactions to contribute to the comprehensive development of
society through:

1- Making a profit.
2- Attracting and developing deposits.
3- Seeking to work in an atmosphere characterized by safety and without risks.

4- Human Resource Development
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