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FINANCE REPORT

ACCOUNT REPORT

Aaljo Uiad yayai/o
c'L.' ' MONTHLY

U9l uagos il il
r..&€ Gl € 09y 9jlasll 2N

e I e R

MON TUE WED THU FRI SAT

TOTAL INCOME
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

(25) CAPITAL ADEQUACY

Dec 2018 31 Dec 2017 31
1QD (000) IQD (000)
Primary capital items:
Paid in capital 250,000,000 250,000,000
Adequacy of Capital Reserves 16,930,129 18,662,674
Undistributed earnings 34,516,403 38,159,208
Total Primary capital 301,446,532 306,821,882
Supplementary Capital:
General reserves 5,380,879 7,196,106
Total Supplementary Capital 5,380,879 7,196,106
Total supplementary and primary Capital 306,827,411 314,017,987
Total risky assets in financial statement 23,783,160 17,380,974
Total risky assets off financial statement 59,068,746 61,306,255
Capital adequacy % 370% 399%
(26) CoNTINGENT LiABILITIES AND COMMITMENTS
a) The totals outstanding commitments and contingent liabilities are as follows:
31 Dec 2018 31 Dec 2017
1QD (000) IQD (000)
Letters of guarantee 62,241,600 64,120,575
Letters of credit 1,880,221 2,783,158
64,121,821 66,903,733
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

(22) EARNINGs (Losses) PER SHARE

Basic earnings (losses) per share is calculated by dividing the profit for the year by the weighted average
number of shares outstanding during the year.

31 Dec 2018 31 Dec 2017

1QD (000) IQD (000)
Profit (Loss) for the year 5,597,616 6,707,465
Weighted average number of shares during the year 250,000,000 250,000,000

IQD/Fils IQD/Fils
Basic and diluted earnings (losses) per share 0.022 0.027

(23) CASH AND CASH EQUIVALENTS

Cash and cash equivalents appearing in the consolidated statement of cash flows consist of the following:

31 Dec 2018

IQD (000)
Cash and balances with Central Bank 341,339,760
Due from banks and other financial institutions 69,717,151
Cash and cash equivalents 411,056,911

(24) DIvVIDEND DECLARED

The general assembly has decided in its meeting held on 26 April 2018 to distribute 20% of the retained earn-
ings equivalent to (7,631,750) thousand dinar as cash dividend to shareholders.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

(21)  OTHER OPERATING EXPENSES

31 Dec 2018 31 Dec 2017

1QD (000) IQD (000)
Premises Rent 677,168 563.459
Professional services 36,713 221.660
Communications and software licenses 904,001 857.273
Legal services 265,912 63.217
Subscriptions fees 161,495 99.388
Travel & Subsistence 244,030 149.522
Insurance 439,328 449.718
Advertising 7,975 4170
Building Maintenance 93,791 52,028
Car Maintenance 10,483 11,826
Office Maintenance 28,676 55,300
Machines Maintenance 4,057 8,122
Fuel expense 26,451 36.233
Stationery 21,855 29.880
Hospitality 4,014 6.147
Small Equipment Purchase 31,420 31.201
Water & Electricity 50,401 59.154
Celebrity 6,872 275
Transportation 8,125 7.478
Transportation of goods & Cash 38,496 38.010
Bonus to others 43,430 2.654
Banking services fees 5,821 19.403
*Audit fees, Year End 55,500 59.730
Other audit fees 34,345 -
Penalties 3,200 44.487
Write off 4,802 1.494
Training courses 21,253 16,625
Conferences 8,897 -
**Income Tax settlement 493,352 521,299
Employee’s’ tax paid 252,704 257,060
Government fees 78,760 49,059
Prior year expenses - 75
Sundry Expenditure 14,313 4,313
Other sundry expenses 229 37.233
Total 4,077,869 3,757,493

* The external audit fees for year end 2018 was (55,500) thousand dinar.

**the bank paid (297,451) thousand dinar and (195.901) thousand dinar to tax authority as income tax
settlement for the year 2016 and 2017 respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

(17) INTESERT

31 Dec 2018 31 Dec 2017
1QD (000) IQD (000)
Loans 74,642 42,873
Overdrafts 2,153 31,428
Financial assets held to maturity 8,164,561 10,925,125
Balances at Central Bank 1,039,354 440,549
Due from banks and other financial institution 584,368 463,317
9,865,078 11,903,292
(18) INTEREST EXPENSE
31 Dec 2018 31 Dec 2017
1QD (000) IQD (000)
Saving accounts 98,241 125,300
Time deposits 43,481 35,603
Total 141,722 160,903
(19)NEeT Fees AnpD CommissIONs
31 Dec 2018 31 Dec 2017
1QD (000) 1QD (000)
Indirect credit facilities 337,990 387,231
Bank transfers 1,068,370 1,472,162
Brokerage Commission 4,675 3,551
Commission expense (378,557) (314,167)
Other commissions 756,461 519,865
1,788,939 2,068,642
(20)EmpLoYEES’ EXPENSES
31 Dec 2018 31 Dec 2017
1QD (000) 1QD (000)
Salaries and benefits 2,713,640 2,424,481
Bank’s contribution to social security 192,386 172,075
other 29,653 9,622
2,935,679 2,606,178
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

(15)Paip IN CaPiTAL_

Paid in capital comprises of 250,000 billion shares (2017: 250 billion shares) at a par value of 1 Iraqi Dinar per
share (2017: 1 Iraqi Dinar per share).

2018 2017

1QD (000) 1QD (000)
At 1 January 250,000,000 250,000,000
Paid in capital - -
At 31 December 250,000,000 250,000,000

(16) REesERVES

Statutory Reserve

According to the Iraqi Companies’ Law, 5% as a minimum of the annual profit after tax should be transferred to
the statutory reserve. This reserve should not exceed 50% of the Bank’s Capital and is not available for distri-
bution to shareholders.The Bank may resolve to discontinue such annual transfers when the reserve equals the
paid in capital. The statutory reserve balance was (15,720,546) thousand dinar as of 31 December 2018.

General Reserve

The board of director meeting no (7) held on 28 Jun 2018 and its decree no (21) approved the transfer of general
reserve balance of (1,398,444) thousand dinar to retained earnings because the reserve had used for capital
increased which has been completed since 2014.

Replacement Reserve

The board of director meeting no (7) held on 28 Jun 2018 and its decree no (21) approved the transfer of general
reserve balance of (35,687) thousand dinar to retained earnings which represent the sale of fixed assets in prior
years.

Capital Reserve

The board of director meeting no (7) held on 28 Jun 2018 and its decree no (21) approved the transfer of capital
reserve balance of (635,032) thousand dinar to retained earnings which represent the profit generated from the
sale of land in 2013.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DeEcemBER 2018

B- Income Tax

The bank has accomplished the Tax settlement for the year 2017 and get a confirmation letter from the tax au-
thority valid till 31-05-2019

IQD (000) 1QD (000)
Profit (Loss) before tax 6,765,843
Disallowed items
Tax settlement for prior years 493,352
Employees’ tax settlement for prior year 252,704
Provision for credit losses 199,647
Bonus to others 43,430
Write off 4,802
Penalties 3,200
Credit Brokerage loss 25,198
Total disallowed items 1,022,333
Taxable profit 7,788,176
Tax (15%) of the taxable profit 1,168,227
(14) OTHER LiABILITIES
31 Dec
31 Dec 2018 2017
IQD (000) 1QD (000)
Dividends payable 7,232,272 -
Certified Checks 2,123,742 4,414,766
Unclaimed accounts 1,252,049 1,450,722
Companies registration due 459,092 457,092
Accounts payables 585,119 462,369
Claimed checks and certificate 198,783 329,686
Accrued revenue 200,911 200,911
Deceased Accounts 143,010 183,084
Other creditors 129,510 134,393
Transfers accounts 96,215 -
Closed accounts 121,642 122,088
Amounts due to other 115,167 90,486
Restricted Accounts 84,847 156,312
Accrued interest 75,002 87,637
Margins for stock trading 61,226 40,968
Stamp duty due 13,417 101,781
Social security due 22177 19,608
Other 1,021 3,516

12,915,202 8,255,419
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

Retails Corporate Total
31 Dec 2017 IQD (000) IQD (000) 1QD (000)
Current and demand deposits 26,988,595 89,418,088 116,406,683
Saving accounts 24,175,189 115,910 24,291,099
Time deposits 1,112,842 2,359,400 3,472,242
Total 52,276,626 91,893,366 144,170,024
(11)  MarGIN ACCOUNTS
31 Dec 2018 31 Dec 2017
1QD (000) 1QD (000)
Margins against LG’s 3,447,840 3,370,952
Margins against LC’s 56,043 -
Others 20,100 -
3,523,983 3,370,952
(12)  OTHER PROVISIONS
31 Dec 2018 31 Dec 2017
1QD (000) IQD (000)
Contingency Provision 2,783,595 2,783,616
LC’s & LG’s Provision 1,216,398 1,016,750
Staff service Provision 212,659 224,601
4,212,652 4,024,967
(13)Income Tax LiABILITIES
A- Income Tax liabilities The movements on income tax liability as follows:
2018 2017

IQD (000) 1QD (000)

At 1 January 1,359,910 3,697,729
Tax settlements (1,350,198) (3,680,654)
Charge for the year 1,168,227 1,342,835
At 31 December 1,177,939 1,359,910

The Bank paid the tax liabilities for the years until 2017 and received receipts that support the payment from the
tax authority for these years. The tax liabilities for the year ended 31 December 2018 will be paid during 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

Computers, .
Land Buildings Furniture &  Vehicles Mac_hlnery & Total
Fixtures equipment
2017 IQD (000) 1QD (000) IQD (000) IQD (000) IQD (000) 1QD (000)
Cost at 1 January 2,006,061 579,356 3,479,896 201,370 413,482 6,680,165
Additions - - 104,205 122,927 165 227,297
Disposals - - (349,175) (48,911) (31,091) (429,177)
Cost at 31 December 2017 2,006,061 579,356 3,234,926 275,386 382,556 6,478,285
Accumulated
Depreciation: - 351,684 2,993,358 120,097 392,945 3,858,084
At 1 January
Depreciation charge
for the year - 11,587 234,726 35,987 3,571 285,871
Disposals - - (349,724) (35,821)  (31,091) (416,636)
At 31 December - 363,271 2,878,360 120,263 365,425 3,727,319
Net book value 2,006,061 216,085 356,566 155,123 17,131 2,750,966
Projects in progress - 172,551 - - - 172,551
Net book value 2,006,061 388,636 356,566 155,123 17,131 2,923,517
(9)  OTHER ASSETS
31 Dec
2018 31 Dec 2017
IQD (000) 1QD (000)
Prepaid expenses 1,166,814 1,359,074
Debtors accounts 407,761 407,761
Accrued interests and revenues 275,230 126,882
Legal fees 24,289 24,289
Advances for operational activities & Staff 12,704 19,145
Others 4,184 2,662
1,890,982 1,939,813
(10)CusTOMERS’ ACCOUNTS
Retails Corporate Total
31 Dec 2018 IQD (000) 1QD (000) IQD (000)
Current and demand deposits 27,470,329 416,107,829 135,299,745
Saving accounts 23,722,172 137,818 23,859,990
Time deposits 879,473 2,327,077 3,206,550
Total 52,071,974 311,110,294 162,366,285
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

(6) FINANCIAL ASSETS HELD TO MATURITY

31 Dec 2018 31 Dec 2017
1QD (000) 1QD (000)
Treasury Bills 81,370,000 315,660,000
Accrual Interest (921,167) (7,567,647)
80,448,833 308,092,353
(7) FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
31 Dec 2018 31 Dec 2017
1QD (000) 1QD (000)
Unquoted shares 100,000 100,000
Provision* (100,000) (100,000)

e The unquoted shares are recorded at cost since management is unable to reliably obtain the fair value of
these investments.

¢ The Bank, had considered the full amount of the investment in Iraqgi Generator Company as “Provision for
declining of share prices”

(8) PROPERTY AND EQUIPMENT

Machinery

S Computers, Fur- . .
Land Buildings niture & Fixtures Vehicles & equip- Total

ment
2018 1QD (000) 1QD (000) 1QD (000) 1QD (000) I1QD (000) 1QD (000)
Cost at 1 January 2,006,061 579,356 3,234,926 275,386 382,556 6,478,285
Additions - - 508,191 - - 508,191
Disposals - - (50,125) (46,184) - (96,309)
ggf; at31 December 5 456061 579,356 3,692,992 229,202 382,556 6,890,167

Accumulated
Depreciation: - 363,270 2,878,361 120,263 365,425 3,727,319
At 1 January

Depreciation charge

for the year - 9,656 172,059 45,925 3,406 231,046
Disposals - - (50,125) (46,184) - (96,309)
At 31 December - 372,926 3,000,295 120,004 368,831 3,862,056
Net book value 2,006,061 206,430 692,697 109,198 13,725 3,028,111
Projects in progress - 1,269,529 - - - 1,269,529
Net book value 2,006,061 1,475,959 692,697 109,198 13,725 4,297,640

e  The property revaluation committee of the central bank had revalued (5 out of 8 bank’s lands) and the amount of the revaluation
surplus was (1,324,699) thousand. The bank does not recognise the effect of the revaluation on their books to comply with IFRS

(IAS16.36) state “if an item is revalued, the entire class of the assets to which that assets belongs should be revalued”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

(3) CasH AnD BaLances witTH CENTRAL BANK
31 Dec 2018 31 Dec 2017
1QD (000) 1QD (000)
Cash on hand 15,620,837 11,962,183
Gold 300 300
Balances with Central Bank:
Current accounts * 248,537,852 41,719,558
Deposit accounts 50,000,000 37,500,000
LGs reserve 26,204,137 152,123
Investment in Deposits Insurance* 789,438 -
Statutory reserve 187,196 25,004,551
Total 341,339,760 116,338,715

¢ The bank invested in the Iraqi Deposits Insurance company as per Central Bank instruction (9\2\16782) dat-
ed 21-11-2017 and the company is still under registration.

° (4) DUE FROM BANKS AND OTHER FINANCIAL INSTITUTIONS

31 Dec
31 Dec 2018 2017
IQD (000) 1QD (000)
Current accounts with local banks 1,389,953 987.397
Current accounts with Foreign banks 30,503,198 17.988.215
Fixed deposits with Foreign banks 37,824,000 28.368.000
69,717,151 47.343.612

(5) DIRECT CREDIT FACILITIES, NET

31 Dec 2018 31 Dec 2017

1QD (000) IQD (000)
Loans 2,294,609 2,564,007
Overdrafts 5,791,226 5,791,226
Total 8,085,835 8,355,233
Less: Interest in suspense (4,537,599) (4,731,297)
Allowance for credit losses (3,548,236) (3,623,936)

¢ Non-performing credit facilities amounted to IQD 8,085,835 thousands as at 31 December 2018 (2017: IQD
8,355,233 thousands), representing 100% (2017: 100%) of gross direct credit facilities.

¢ Non-performing credit facilities, net of interest in suspense amounted to QD 3,548,236 thousand as at 31
December 2018 (2015: 1QD 3,623,936 thousand) representing 100% of gross direct credit facilities after de-
ducting the interest in suspense (2017: 100%).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBER 2018

requirements for recognizing and measuring financial assets, financial liabilities and some contracts to buy or
sell non-financial items. IFRS 9 replaces IAS 39 “Financial Instruments: Recognition and Measurement”. The
Bank has implemented the first phase of IFRS 9 as issued during 2009. The date of initial implementation of
the first phase of IFRS 9 was 1 January 2011. The new version of IFRS 9 will be implemented at the mandatory
date on 1 January 2018, which will have an impact on the recognition and measurement of financial assets. The
central bank of Iraq has postponed the implementation of the new version of IFRS 9 to 1 January 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR YEAR ENDED 31 DecemBeER 2018

(1) CoRPORATE INFORMATION

Credit Bank of Iraq (The “Bank”) is a private shareholding company registered and incorporated in Iraqg, on 25
July 1998 in accordance with registration certificate number 6615, and its registered office is in Baghdad.

The Bank provides its banking services through its main branch located in Baghdad, and through its four
branches across Iraq and provides brokerage and exchange services in Iraq.

(2) SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation

The accompany consolidated financial statements have been prepared in accordance with International Finan-
cial Reporting Standards (IFRS) using the historical cost basis, except for financial assets at fair value through
other comprehensive income and financial assets at fair value through profit or loss that have been measured
at fair value at the date of the consolidated financial statements.

The consolidated financial statements are presented in Iraqi Dinars (IQD) which is the functional currency of the
Bank, and all values are rounded to the nearest thousand Iraqgi Dinars except otherwise indicated.

(2) SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Consolidation

The consolidated financial statements comprise the financial statements of the Bank and its subsidiary (Credit
Brokerage Company) as at 31 December 2018. The subsidiary is fully consolidated from the date on which con-
trol is transferred to the bank. Control is achieved when the Bank has power over the investee and is exposed,
or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns
through its power over the investee.

All balances, transactions, income, and expenses between the Bank and the subsidiary are eliminated in full.
The consolidated financial statements include assets, liabilities and operating results of the Bank management
and branches and its subsidiary (Credit Brokerage Company).

The subsidiary is a private shareholding company incorporated in accordance with the companies’ law in Iraq,
its paid-in capital is IQD100 Million of which the Bank owns 100% as at 31 December 2018 (2017: IQD 100 Mil-
lion).

The financial statements of the Bank’s subsidiary are prepared for the same reporting year as the Bank, using
consistent accounting policies.

The subsidiary is fully consolidated from the date of acquisition, being the date on which the Bank obtained
control, and continues to be consolidated until the date that such control ceases.

IFRS 9 Financial Instruments

During July 2014, the IASB issued IFRS 9 “Financial Instruments” with all the three phases. IFRS 9 sets out the
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Cash Flow Statement for

The Year Ended 31 December 2018

31 Dec 2018 31 Dec 2017

Notes 1QD (000) 1QD (000)
Operating activities:
Profit (Loss) before income tax 6,765,843 8,050,300
Adjustments for Non-Cash items
Depreciation and amortization 231,046 285.871
Other Provision 187,685 (2.091.826)
Provision for credit losses 75,701
Changes in assets and liabilities:
(Decrease) Increase in direct credit facilities - 134.587
(Increase) Decrease in other assets 48,831 63.234
Decrease in customers’ deposits 18,196,261 (34.724.326)
Increase in margin accounts 153,031 825.834
Increase (Decrease) in other liabilities 4,659,783 1.504.627
mitoc;?:r: af)l(ows from (used in) operating activities before 30,318,181 (25.951.699)
Income tax paid (1,350,198) (3.680.654)
::tti:i?if; flows from (used in) operating 28,967,983 (29.632.353)
Sale of financial assets at fair value through profit or loss 227,643,520 22.282.993
Acquisition of property and equipment (1,605,169) (367.896)
Net cash flows (used in) from investing activities 226,038,351 21.915.097
Financing Activities:
Reserve - 1.850.762
Dividends paid (7,631,750) -
Net cash flows from (used in) financing activities (7,631,750) 1.850.762
Net increase (decrease) in cash and cash equivalents 247,347,584 (5.866.494)
Cash and cash equivalents at 1 January 163,682,327 169.548.821
Cash and cash equivalents at 31 December 23 411,056,911 163.682.327
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Statement Of in Change in Equity For

The Year Ended 31 December 2018

Expan-

Statement (D)

paidinCaptal S’ ferees  bevee  mebe,  Son  feaned o
serve Reserve

2018 IQD (000) IQD (000) 1QD (000) IQD (000) 1QD (000) 1QD (000) IQD (000) 1QD (000)
Balance At 1 January 2018 250,000,000 15,439,404 1,398,444 635,032 35,687 1,500,000 46,448,171 315,456,738
Total comprehensive income for the year - 281,142 - - - - 5,316,474 5,597,616
Dividends (note 24) - - - - - - (7,631,750) (7,631,750)
Transfer from provision* 75,701 75,701
Transfer to reserves (note 16) - - (1,398,444) (635,032) (35,687) - 2,069,163 -
Balance at 31 December 2018 250,000,000 15,720,546 - - - 1,500,000 46,277,759 313,498,305
2017
Balance At 1 January 2017 250,000,000 15,102,786 1,398,444 635,032 29,006 1,500,000 38,233,243 306,898,511
Total comprehensive income for the year - 336,618 - - - - 6,370,847 6,707,465
Transfer from provision* 1,844,081 1,844,081
Transfer to reserves - - - - 6,681 - - 6,681
Balance at 31 December 2017 250,000,000 15,439,404 1,398,444 635,032 35,687 1,500,000 46,448,171 315,456,738

2018: An Amount of (75,701) Thousand dinar transferred from credit provision to retained earnings due to settlement of one loan and the outstanding provision

covers 100% of the total defaulted credit portfolio as per the Central Bank of Iraq’s instructions

2017: An Amount of (1,844,081) Thousand dinar transferred from credit provision to retained earnings because the outstanding provision covers 100% of the

total defaulted credit portfolio as per the Central Bank of Iraq’s instructions.
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Statement Of Comprehensive Income For

The Year Ended 31 December 2018

Statement (C)

31 Dec 2018 31 Dec 2017
IQD (000) IQD (000)
Profit (Loss) for the year 5,597,616 6,707,465
Other comprehensive loss will not be classified to profit or loss in subse-
quent periods:
Change in fair value of financial assets at fair value through othecompre- )
hensive income
Total other comprehensive loss for the year
Total comprehensive income (loss) for the year 5,597,616 6,707,465
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Income Statement Of The Year Ended 31

December 2018

Statement (B)

31 Dec 2018 31 Dec 2017

Notes 1QD (000) IQD (000)
Interest income 17 9,865,078 11,903,292
Interest expense 18 (141,722) (160,903)
Net interest income 9,723,356 11,742,389
Net fees and commissions 19 1,788,939 2,068,642
Net interest and commission income 11,512,295 13,811,031
Net gain from foreign currency exchange 2,613,504 812,484
Capital loss - 14,364
Other operating income 84,286 61,963
Gross profit 14,210,085 14,699,842
Employees’ expenses 20 (2,935,679) (2,606,178)
Other operating expenses 21 (4,077,869) (3,757,493)
Depreciation and amortization 8 (231,046) (285,871)
Provision for credit losses (199,648) -
Total expenses (7,444,242) (6,649,542)
Profit before tax 6,765,843 8,050,300
Income tax expense 13 (1,168,227) (1,342,835)
Profit After tax 5,597,616 6,707,465
Distributed as below: 281,142 336,618
Statutory reserve
Profit after tax and Statutory reserve 5,316,474 6,370,847
Profit After tax 5,597,616 6,707,465
Basic and diluted earnings (Losses) per share 22 0,022 0,027
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Statement of financial position

at 31 December 2018

Statement (A)

31 Dec 2018 31 Dec 2017
Assets Notes 1QD (000) IQD (000)
Cash and balances with Central Bank 3 341,339,760 116,338,715
Due from banks and other financial institutions 4 69,717,151 47,343,612
Financial assets held to maturity 6 80,448,833 308,092,353
Property and equipment , Net 8 4,297,640 2,923,517
Other assets 9 1,890,982 1,939,813
Total assets 497,694,366 476,638,010
Liabilities And Shareholder’s Equity
Liabilities
Customers’ accounts 10 162,366,285 144,170,024
Margin accounts 11 3,523,983 3,370,952
Other provisions 12 4,212,652 4,024,967
Income tax liabilities 13 1,177,939 1,359,910
Other liabilities 14 12,915,202 8,255,419
Total liabilities 184,196,061 161,181,272
Shareholder’s Equity
Paid in capital 15 250,000,000 250,000,000
Statutory reserve 16 15,720,546 15,439,404
Other reserves 16 - 2,069,163
Expansion reserves 1,500,000 1,500,000
Retained earnings 46,277,759 46,448,171
Total shareholder’s equity 313,498,305 315,456,738
Total liabilities and shareholder’s equity 497,694,366 476,638,010

CHAIRMAN oF THE BoaARD oF DIRecToRs - CREDIT BANK OF IRAQ
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13 - Capital Adequacy

Throughout our examination of the accounting
records, as well as auditing the operational ac-
tivities of the Bank during the year under audit,
together with the relevant schedules which had
been prepared for the purpose of determining
the adequacy of share capital of the Bank, as it
had reached 370%, that was in accordance with
the requirements of article (16) of Banking Law
No. (94) for the year 2004.

14 - Exchange rate of conversion

All assets, liabilities, expenses and revenues
which had been acquired and incurred in US Dol-
lar currency throughout the year under audit, it
had been converted into Iraqgi Dinar currency at
the rate of conversion of ID 1,182 to the USS.

15- Money Laundering and Financing of Terrorist
Activities

Throughout our examination of the accounting
records of the Bank and its operational activities
for the year ended December 31s' 2018, nothing
had been indicated that the Bank was involved in
“money laundering” activities or any operations
which was associated with financing terrorist
activities.

Management of the Bank had taken the nec-
essary steps to prevent the carrying of money
laundering transactions as well as any other
transactions for financing of terrorist activities,
as in accordance with the recent instructions is-
sued by Central Bank of Iraq in this respect.

Subject to our opinion, and in accordance with
our audit of the Bank’s accounting books and re-
cords, as well as subject to the information and
explanations which had been provided to us :-

(1) The accounting records and books used by
the Bank, were in conformity with the require-
ments of the book-keeping regulations, as it
had included, subject to our consideration, all
assets, liabilities, expenses and revenues of the

Farquad Al-Salman,

B.Sc, FCCA F.H. Al-Salman & Co.
Public accountants, Auditors,

& Tax Consultants

Baghdad - Iraq

Bank. The internal control system applied by the
Bank, had consisted of the necessary proce-
dures which guarantees the accuracy and pre-
ciseness of the said financial statements at an
appropriate level which varies with the volume of
the Bank’s activities.

(2) The stock taking operation of the Bank’s fixed
assets as well as the cash count operations had
been carried out in an appropriate manner and
were under our supervision. Such assets had
been evaluated in accordance with the account-
ing principles that had been adopted in previous
years.

(3) Contents of the Bank’s annual report, as far as
the financial and accounting information which
had been included, did reflect in a comprehen-
sive manner the walk of the Bank during the year
under audit, as it did not contain any violation to
prevailing legislation.

(4) The financial statements had been prepared
in conformity with prevailing accounting stan-
dards and legislation, and it is in agreement with
the results shown in the books of accounts, as
it had been prepared in accordance with the re-
quirements of Iragi Companies’ Act and its relat-
ed instructions which had been issued accord-
ingly, and the prevailing Banking Law.

Opinion

Subject to what had been indicated in our ex-
planatory remarks, in our opinion the financial
statements of Credit Bank of Iraq (Private Joint
Stock Co.) and the enclosed Management report,
are in agreement with the books, and had ful-
filled the statutory requirements in that respect,
and as far to its contents of its performance in-
dicators, it did reflect a true and fair view of the
financial position of the Bank as of December
315t 2018, and the results of its operation and its
cash flows for the year then ended.

Adel Mohammed Al- Hassoon
Adel Al Hassoon & Co.
Certified Public Accountants
& Consultants

Baghdad - Iraq

Baghdad - March 14t 2019
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7 - Provisions

(a) - Provision for “credit risk”

Balance of “credit risk” as of December 315t 2018
had amounted to ID (K) 3,548,236- which had
been calculated in accordance to Central Bank
of Iraq instruction No, (4) for the year 2010 , as
the amount of the provision had been reduced
by ID (K) 75,700 and charged to “Retained earn-
ings” In this respect, we would like to indicate
that the current balance did cover the value of
the commitments in this respect, as it did repre-
sent 100% of the original value of “credit risk” .

(b) -Provision for “Interest Charged on Balances
of Non-Paying Clients”

Balance as of December 315t 2018 for “Provision
for Interest charged on balances of non-paying
clients” had amounted to ID (K) 4,537,599 which
represents delayed interest charged on “credit”
awarded to some clients, who are not fulfilling
their commitments as to the settlement. This
amount had been included in “credit risk” as in-
dicated in (a) above.

(c) -Shares in “non-listed “private companies
Balance of such shares had amounted to ID (K)
100,000 as of December 31s' 2018, which rep-
resents cost of the Bank’s contribution in the
share capital of “Iraqi Company for Generators
Ltd” .Management of the Bank, had considered
the full amount of the investment as “Provision
for declining of share prices”. In this respect, we
would like to indicate the following:

(I) - No confirmation had been received as to the
number of shares.

(ii)- Management was unable to determine the
market value of those shares, due to the fact that
they were was not listed on the Iraq Stock Ex-
change.

(iii)- It is recommend that the necessary action
to be considered for settling this outstanding is-
sue.

8 — Other provisions

The balance of “Staff service Provision “ as
of December 31t 2018 had amounted to ID (K)
212,659 which represents provision for the end
of services benefits. This provision has been es-
timated without being calculated based on each

employee service.

9 - Other Liabilities - Accrued

reveues

The balance of “Due but not collected revenues”
as of December 315 2018 had amounted to ID (K)
200,911 which represents the difference in eval-
uating one of the Bank properties which origi-
nally belong to one of the clients, but had been
re-acquired by Ministry of Finance. Thus, it is
recommended to follow-up of this issue and its
settlement.

10 - Assets of the Bank
All assets of the Bank were owned and regis-
tered in the related official governmental office
in the name of the Bank.

11 - Subsequent Event

The bank’s general assembly has decided in
its meeting held on 25 February 2019 to dis-
tribute 2.5% of the paid up capital equivalent
to ID (K) (6,250,000) as cash dividend to share-
holders. The accounting entry of this distribu-
tion on the bank’s book will be made during
2019.

12 - Consolidated financial state-

ments

The enclosed financial statements is a consoli-
dated set of (Credit Bank- A Private Joint-Stock
Company ) consisting of the accounts of “Credit
Stock Exchange Ltd” which is a wholly owned
subsidiary company, by “Credit Bank”. In the
same manner, previous year’s comparative fig-
ures had been consolidated accordingly.
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We believe that the audit evidence we have ob-
tained was sufficient and appropriate to provide
basis for our audit opinion.

We enclose herewith our explanatory observa-
tions:-

1. Application of International Accounting Stan-
dards by the Bank
Management had prepared the consolidat-
ed financial statements in accordance with
the International Accounting Standards re-
quirements, subject to prevailing instructions
of Central Bank of Iraq in this respect. As we
would like to indicate that Management had ad-
opted the historical cost principle in evaluating
its properties and equipments, and not revalu-
ating those items for “fair value” purposes.

2. Changes in equity
Value of equity had decreased from what it
used to be in previous year by the amount of ID
(K) 1,958,433, which represent a rate of decline
of 0.6%.

3. Bank’s operational activities during the year
Profits attained by the Bank during the current
year had amounted to ID (K) 6,765,843, with a
decrease from previous year’s profit of ID (K)
1,284,457 which represents a rate of decline of
16%.

4. Other Assets -Stagnant debit balances
Within the category of “Other assets” it had
been observed that there were stagnant “debit”
balances as of December 312018, brought for-
ward from previous years which had amounted
to ID (K) 441,161, it had included an embez-
zled amount of ID (K) 165,521 from Al Karmah
Branch and the Exchange Bureau, as well as
an amount of ID (K) 242,241 resulting from ac-
quisition of some the Bank’s property by Minis-
try of Finance, and not being settled up to the
date of our report and also an amount of ID (K)

9,111 which represent of resigning employees’
debts. It is recommended that Management of
the Bank to take the necessary follow up steps
in that concern, and to take the necessary “pro-
visions” in the accounts accordingly.

5. Cash and Deposits at Financials Institutions

Abroad
(1) Balance of cash deposited at other financial
institutions located abroad as of December 31
2018 had amounted to ID (K) 30,503,198, which
represents 9.7% of the value of share capital and
adequate reserves.

(2) Balance of “short term investments abroad”
which represents amounts deposited at “Nation-
al Bank of Kuwait” (NBK) as of December 31st
2018 had amounted to ID (K) 37,824,000 - which
represents 12% of the value of share capital and
adequate reserves.

The total of cash and deposits at financial
institutions abroad represent (21.7%) of the total
paid up capital and adequate reserves.

6 - Cliental’ Fixed Deposits

It had been observed that within the balance of
“Clients’ Fixed Deposits” that the information
related to some of those fixed deposits, which
had totaled to ID (K) 730,470 had not been up-
dated for a number of years, while Management
still charges interest in favor of those deposits,
based on an average age of 99 years. In this re-
spect, we would like to indicate that we had not
been supplied with the required documentary in-
formation for those deposits, despite the attempt
by Management to settle this issue.
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To The Shareholders of,Credit Bank of Iraq
(Private Joint-Stock Co.)
Baghdad - Iraq

Independent Joint Auditors’ Report

We have audited the accompanying financial statements of Credit Bank of Iraq (Private Joint Stock Co.) - Bagh-
dad, which comprise of the balance sheet as of December 31st 2018, and the income statement, statement of
changes in equity, cash flows statement for the year then ended, and a summary of significant accounting pol-
icies and other explanatory notes, as well as the annual report of the Bank which had been prepared in accord-
ance with the requirements of Companies’ Act No. (21) For the year 1997, and its instructions which has been

issued accordingly.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accord-
ance with International Financial Reporting Standards, as well as generally accepted local standards. This re-
sponsibility includes designing, implementing and maintaining internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or error,
selecting and applying appropriate accounting policies, and making accounting estimates that are reasonable

in the circumstances.

Joint Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We had conducted
our audit in accordance with International Standards on Auditing, as well as local auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain reasona-

ble assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Bank’s preparation and fair presentation of
the financial statements in order to design audit procedures that appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Bank’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates

made by management, as well as evaluating the overall presentation of the financial statements.
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