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Cash Flow Statement

For The Year Ended December 31° 2018

Cash flows from operating activities
Profit for the year before tax

Non cash items
Depreciation and amortization
Provision for loss on credit charged

Cash flows from operating profit before changes
in operating assets and liabilities

Changing in operating assets and liabilities

Direct credit facilities ( net)

Other assets
gnar;(datory deposits with the Iragi Central
an

Clients deposits

Cash deposits

Other liabilities

Net cash used/ cash flow from operating activities
before tax

Tax settlement

Cash used/cash flows from operating activities

Cash flows from investing activities

Acquisition of financial assets at depreciated cost
Investing in subsidiary companies

Investing in associated companies

Financial assets at fair value via comprehensive income
statement

Acquisition of properties and plans

Sale of properties and plants

Projects in progress

Cash flows from investing activities

Cash flows from financing activities

Long term loans

Dividends

Cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at year end

2018
Iragi Dinars

906,965,963

1,560,158,653

Statement (E)

2017
Iragi Dinars

5,040,967,413

2,121,593,648

. 3,200,000,000
(1,573,269,546) -
893.855.070 10,362,561,061
32,782,499,754 80,075,280,761
175,774,744 (21,046,360,834)
(12,764,871,250) (16,889,311,710
(32,868,629,322)  (161,397,281,546)
(920,286,546)  (38,469,360,207)
14,511,683,456 (1,622,103,826)
1,810,025,906  (132,097,264,591)
. (1,084,716,000)
1,810,025,906  (133,181,980,591)
14,981,493,750 29,423,103,750
z 30,100,000,000
z 30,325,000
120,670,867 (3,158,476,034)
(1,870,275,166) (624,862,570)
10,887,160 (6,571,672)
5 (4,164,258,479)
13,242,776,611 51,599,259,995
400,000,000 (100,000,000)
(6,010,907,041) —
(5,610,907,041) (100,000,000)
9,441,895,476  (81,700,720,596)
208,953,214,115 307,543,246,421

218,395,109,591

225,842,525,825
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Statement of Comprehensive Income
For The Year Ended December 31% 2018

Statement (c)

2018 2017
Iraqi Dinars Iraqi Dinars
Net profit for the year after tax 591,789,500 4,230,107,006
Changes in the "fair value" of financial assets (1,076,550,513)
through other comprehensive statement (995,297,319)

(403,507,819) 3,153,556,493




Income Statement

For The Year Ended December 31 2018

Interest income
Interest expense
Net interest income

Net commission income
Net interest and commission

Net profit from currency exchange

Net profit from sale of financial assets at fair
value through statement of comprehensive
income

Other operational income
Otherincome
Net operating profit

Staff salaries and emoluments
Other operational expenses
Depreciation and amortization
Capital losses

Provision for credit loss

Total expenditure

Net profit for the year before tax
Provision for taxation

Net profit for the year after tax

Statement (B)
2018 2017

Iraqi Dinars Iraqi Dinars
12,135,763,849 14,099,133,843
(4,639,421,625) (7,008,406,592)
7,496,342,224 7,090,727,251
4,203,194,836 5,830,910,654
11,699,537,060 12,921,637,905
1,394,656,224 11,092,938,248

45,056,661 -
1,904,891,106 1,935,723,434
1,573,269,546 -

16,617,410,597 25,950,299,587
(4,929,928,826) (5,254,153,899)
(9,209,882,493) (10,325,229,704)
(1,560,158,653) (2,121,593,648)
(10,474,662) (8,354,923)
- (3,200,000,000)
(15,710,444,634) (20,909,332,174)
906,965,963 5,040,967,413
(315,176,463) (810,860,407)
591,789,500 4,230,107,006




Statement of The Financial Position

st
As Of December 31 2018 Statement (A)
2018 2017
Iraqi Dinars Iraqi Dinars

ASSETS
Cash and balances with central bank 194,248,904,015 201,791,507,456
Balances with other banks & financial institutions 53,800,388,536 24,051,018,369
Direct credit facilities (Net) 171,492,437,055 204,274,936,809
Investments in subsidiaries 11,200,000,000 11,200,000,000
Investments in associates 39,000,000,000 39,000,000,000
Financial assets at fair value-through statement of 16,426,622,471 17,542,590,657
Other Comprehensive Income
Financial assets at depreciated cost - 14,981,493,750
Property. Plant & equipment (Net) 42,310,995,221 32,345,592,639
Projects in progress 5,244,097,036 13,337,000,719
Other assets 44,613,074,597 44,788,849,341
Total Assets 578,336,518,931 603,312,989,740
Liabilities & Equity
Liabilities
Deposits to customers 232,934,933,496 265,803,562,818
Cash deposits 4,896,375,358 5,816,661,904
Long term loans 2,075,266,666 1,675,266,666
Provision for taxation 1,126,036,870 810,860,407
Other liabilities 22,830,980,635 8,319,297,179
Total Liabilities 263,863,593,025 282,425,648,974
EQUITY
Capital and reserves attributable to equity holders
Share capital 300,000,000,000 300,000,000,000
Compulsory statutory reserve 9,413,152,988 9,383,563,513
Other reserves 4,497,572,893 696,004,153
Reserve for fair value (8,408,377,477) (7,413,080,158)
Profits brought forward 8,970,577,502 18,220,853,258
Total equity 314,472,925,906 320,887,340,766
Total equity and liabilities 578,336,518,931 603,312,989,740

For The Gulf Commercial Bank ( Private Joint Stock Company) — Baghdad

Managing Director Chairman of The Board
Adil Nuri Al-Alam Mohamed Saleh Faraj

Farquad Al-Salman, B.Sc, FCCA

F.H.Al-Salman & Co.,,

Public Accountants, Auditors & Tax Consultants
Baghdad - Iraq

Chief accountant
Luaiby Hatu Khalaf

Adel Mohammed Al-Hasoon
Certified Public Accountant

Adel Al-Hasoon & Co.

Public Accountants & Consultants

Please refer to our report of even date
Baghdad — May 13% 2019




OPINION
Apart from what had been previously stated in our report, as in our opinion the financial
statements of The Gulf Commercial Bank (Private Joint Stock Company) and the enclosed
annual report, are in agreement with the records and books and had fulfilled the statutory
requirements, and as far as its contents of performance indicators, it had reflected a true and
fair view of the financial position to the Bank as of December 31st 2018, and the results of its
operation and cash flow for the year then ended.

Farquad Al-Salman, B.Sc, FCCA Adel Mohammed Al-Hasson
F.H.Al-Salman & CO., Adel Al-Hasson & Co.
Public Accountants, Auditors CPAs and Consultants

& Tax Consultants

Baghdad —May 13th 2019




XVI-Money Laundering and Financing of Terrorism

Through out our examination to the books of accounts of the Bank, and reviewing the nature
of the banking transaction carried out during the year under audit, it did not appear to us that
there banking transactions related to Monet Laundering, or such transactions which had
contributed in financing of terrorism, as the Bank had taken the necessary steps to prevent
money laundering transactions or other transactions to finance terrorism, as such
procedures are being carried out in accordance to the guide lines and instructions issued by
Central Bank of Iraq in that respect.

In accordance to our opinion, and as far as to what had been achieved from our examination
and in accordance to what had been recorded in the Bank's records and books of accounts,
and in accordance to the information and explanations given to us:-

1- The accounting set of records and books used by the Bank, were in conformity with the
requirements of book-keeping regulations, as it had included all assets, liabilities, expenses
and revenues. The internal control system had consisted on the necessary procedures
which guarantees the accuracy and preciseness of those statement, in a matter relevant to
the volume of the banking activities.

2- The stock-taking of assets, and the cash count of cash and cash equivalence, was carried
out appropriately and under our supervision. The results were in agreement with the
relevant subsidiary ledgers, as those assets had been evaluated in the same manner
applied in previous years.

3- Contents of the annual report had relied in a comprehensive manner on the walk of the
Bank through out the year under audit, as it did not contain any violation to prevailing laws
and legislations.

4- The financial statements had been prepared in accordance to prevailing accounting
standards and legislation, as it is in agreement with what the records and books shows, as
well as it had been prepared in accordance to the requirements of Companies Act and its
statutory instructions which had been issued accordingly, and the Banking Law.




(3)-The estimated value of court cases against the Bank during year 2018 amount
approximately ID (K) (1,555,407) ,one of the most important cases was when a company
(was a bank client) sued indemnity amounted of US (K) $ 1,000,000, The case was

dismissed in favor of the bank.

Xl -Amalgamation of Branches

The accounting records for the various Branches are Still Kept in an independent manner,
despite the fact that the relevant Branch had been amalgamated in accordance the Bank's
policy.

Xll-Reimbursments and penalties

The balance of this account throughout this year had amounted to ID(k) 911,711 which was
paid in the form of penalties ,due to the fact that the instruction of the Central Bank of Iraq,
were not followed for various cases, as indicated bellow:-

- Excess of the allowed investment level, as it had been reduced to 23% of the total
amount of share capital, and the amount of adequate reserves at the standard rate of 20% .

- Forged currency notes.

- Non dealing with Internet site (CBS).

Xl - Otherincome

The balance of this account had amounted to ID(k) 1,573,270 as it had represented the re-
calculation of previous years deprecation.

We would like to indicate that considering this amount as being "other income" is not in
agreement with International accounting standard No.(8), as it had been suggested that the
effect would reflect on brought forward balances, and not the results of current years
operations.

XIV - Contracting International Audit Firms

In accordance with prevailing instructions of "Audit Advisory Board" No. (28)dated January
29th 2019, that Management of the Bank had signed an agreement with the International
Audit Firm "Ernest and Young" in Iraq for the amounted of US $(k)110,for supervision of
converting the International Accounting standards.

XV - Capital Adequacy

Through our examination to the books and records and our review to the nature of banking
transactions which the Bank had performed during the year under audit, and the schedules
prepared for the purpose of calculating the "capital adequacy" which had amounted to 131%
thatis in accordance to article 16 of Banking Act No. 94 forthe year 2004




IX - Properties Acquired for Settlement of Debts
We list below details of properties acquired by the Bank, in settlement of unsettled credit
facilities granted:-

Area Amount Date of
Bratich Square (K) ID Acguasition
Meter) €
Al-Muthana 281/ Shamiya Simawa  355.90 224,000 Sepztgln;ber'
Al-Muthana 65/1313/26 Um Al ; September-
Nttt Simawa 200 88,000 2017
Al-Muthana 65/1446/26 Um Al : September-
Nakheel Simawa 200 128,000 2017
Kerballa —Abassy;z 119/70 District Kerballa 632.05 1,300,000 Decztzr;\ger—

In this respect, we would like to indicate that the above properties were not included in the
cost of fixed assets, but in the account "Other Assets" - "Collaterals for Credit Facilities",
Also approval from Control Bank of Iraq had been maintained for extending the pared of
acquisition of the property (Kerballa — Abassyia 119/70 District 24) for additional two years,
as pen theirletter No. 9/2/13896 dated June 14th 2018 .

X -Court Cases During The Year

According to the confirmation issued by the Legal Division of the Bank, in which it had been
stated that the Bank had issued 23 court cases, while others had issued against the Bank
(34) court cases. We list below the following:-

(1)- The stages reached by the Court Cases filed during the previous year:

- The case against the company of Senna Al-Khalij numbered 2401-B-2016 in the amount of

ID (K) (17,621,000) due to the company submitting a request for settlement but did not
comply with it, a ruling was handed down in favor of the bank and an executive statement

was opened.

- The case against Nu'man Health Water Company regarding the unpaid loan amounting to
ID (K)(11,347,037), The procedures are still ongoing.

-The case No. 1218 / B / 2017 dated 9/4/2017 and filed against Mr. Abdulmutallab Hadi
Mouazi Sponsor Mr. Alaa EI Din Hussein Saleh, Managing Director of Inter Bau group for
telall Babil Project for credit facilities granted to him ID (K) (12,000,000).

(2) -The estimated value of the claims filed by the Bank against others during the year 2018
is around ID (K) (5,526,500). The most important of these cases against one of the
customers of the Bank regarding an allocation contract of ID (K) (3,500,000), a judgment
was issued in favor of the bank against the customer's sponsor because there was no

measure of application.




(b)-Provision for credit losses

The balance of the provision for credit losses as of December 31st2018 ID (K) (17,200,000)
is the same as the previous year's balance, while the balance of this allowance according to
the study submitted to us, which was based on the instructions of the Central Bank of Iraq
No. (4)20101D (K) (17,601,079), note that the balance of credit facilities decreased from the

balance of the previous year amount ID (K) (17,560,099) .

(c)-Provision for suspended interest

Balance of this account as of December 31st 2018 had amounted to ID (K)36,715,558 ,
through the calculation of "interest" on stumbling credit facilities granted to clients of the
bank. Management of the bank had suspended interest on such credit facilities, as per
administrative orders No. (MM/16/1) dated January 5th 2016, and No. MM/16/5 dated May
1st 2016 respectively, through which the interest on such credit facilities was not recognized
as income, unless it had been actually received. As for the current year the amount of
suspended interest, in this concern, had amounted to ID (K) 11,494,427 .

VIl - Other Assets and Liabilities- Debit and Credit Balances

(1)- Balance of "Other Assets and Liabilities" - (Debtors) as of December 31st 2018 had
amounted to ID (K)11,956,576 as the following two amounts had been included :

(a)- An amount of ID 10,904,700 represent the remaining amount which had been
embezzled by Manager of Kut Branch, as a court case was withheld at Kut province. and the
"manager" was imprisoned, and was ordered to repay back the amount embezzled. The
Bank continued to collect the amounts due in that respect. It is advisable to create the
necessary provision against future collection against this liability.

(b)- The amount of ID (K)1,051,876 which related to previous years credits facilities, Bank
Managements spend lot of efforts to collect back these credit facilities, we recommend to
calculate a provision to cover the risk of losing these credits.

(2)- balance of "other assets" as to amounts due as aresult of sale in associated companies
as of December 31st 2018 had amounted to ID (K) 24,100,000 represent the remaining
balance of the original amount of sale which was ID (K) 30,000,000 resulting from sale of
"Gulf High Land for Property Investment Ltd" to "High Land East for Technical's Ltd".




(b)-We did not obtain letters of confirmation as to the number of shares acquired by the
"Bank" in the following local companies as of December 31st 2018

Manufacturing of Electric Generators Co., 75,000,000
Al Madar for General Contracting Co., 5,000,000
Baghdad for Peace Industrial Co., 587,890
Soft Drinks for Northern Region Co., 150,000,000
Nineveh for Industrial Nutrition Co., 2,127,905
Al Thirthar Agricultural Co., 7,000,000

(c)- Total amount of investments in shares at other companies as of December 31st 2018
had amounted to ID (K) 75,035,000 which represents 23% of the total of share capital and
adequate reserves, as it presents a % similar to that which is approved by Central Bank of
Iraq as per paragraph No.(1) of article No. 16 from Instruction No. (4), in that respect, which
stipulate thatis not to exceed 20%.

(d)- The Bank has full ownership of "Zahrat Al Khaleej For Stock Exchange Ltd" which has a
share capital of ID (K) 500,000 , while the amount in the books of accounts concerning this
issue, was ID (K) 400,000. The difference of ID (K) 100,000 represent capitalized dividends
for the purpose of increaseing the share capital. Thus the appropriate amendments needs
to be considered in that respect.

VIl - Credit Facilities

(a)- Delayed Settlement of Credit Facilities

Within explanotary notes No.(5) and No.(28) concerning the financial statement , the
following classification had been inserted , regarding "delayed settlement of credit facilities".

Balance as of

statement December 315t 2018
KID

Due within 31 days up to 60 days 33,536,713
Non-effective facilities

Below standard average 8,161,311

Doubtful debts 7,140,843

Written off 3,020,093

TOTAL 51,858,960




\We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion. We list below our audit remarks:-

I - Application of International Accounting Standards by The Bank

The financial statements had been prepared in accordance to the requirements of
International Accounting Standards, after taking into consideration prevailing instructions
issued by Central Bank of Iraq which requires the converting from "Local Accounting
Standards" into "International Accounting Standards". In this respect, we would like to
indicate that the Bank had relied on the historical cost, for evaluating its properties and
equipments. Management had commenced on revaluating its non-current assets via "fair
value" process, by establishing a committee to that effect, in accordance with the instruction
issued by Central Bank of Iraq, as per their letter No. (9/2/8214) dated June 6th 2017.
Evaluation procedures have not been completed by the date of this report.

Il - Shareholders' Equity

Changes in shareholders' equity

Current year's shareholders equity had decreased by ID (K) 6,414,415 in comparison with
previous year, as this decrease represents a decline of 2%.

lll -Bank's Operational Activities During Year Under Audit
Through the enclosed Income Statement , it shows that the Bank had attained a profit before
tax and before calculating change due to "fair value" valuation process, foran amount of ID
(K) 906,966 which was a decrease from previous year by ID (K)4,134,001
representing an 82% due to decrease in revenues difference.

IV -Bank's Assets
All non-current assets are owned by the bank and registered as per official deeds issued by
the concerned governmental offices, in that respect.

V - Consolidation of Financial Statements

The financial statements for Gulf Commercial Bank (Private Joint Stock Company) had not
been consolidated with its two subsidiary companies, which the Bank owns more than 50%
of its share capital, as indicated in notes No.(2) and(7)of explanotary notes on the financial
statement.

VI -Financial Assets

(a)- Cost of shares for companies listed in Iragi Stock Exchange as of December 31st 2018
had amounted to ID (K)20,966,641 , while cost of shares for companies non-listed in Iraqi
Stock Exchange as at that date, had amounted to ID (K)3,868,359. In this respect we would
like to indicate that the market value of the listed shares as in accordance with the last
meeting to Iraqi Stock Exchange in 2018 , had amounted to ID (K)(16,426,622) , while the
value of the non listed shares was as per acquisition cost of those shares. The variance as a
result of "fair value" calculation for those shares had amounted to ID (K)995,297 making the
total amount in reserve for "Changes as a result of fair value " as of December 31st 2018 to
be ID (K)8,405,377 which represents 34% of the total value of investment in shares which
had amounted to ID (K) 24,835,000, as indicated in note No.(9) of explantory on financial
Statement .




To Members of the General Assembly,
The Gulf Commercial Bank
(Private Joint Stock Company)
Baghdad - Iraq

Independent Auditor's Report

We have audited the accompanying financial statements of The Gulf Commercial Bank
(Private Joint Stock Company) - Baghdad as of December 31st 2018 which comprise of the
balance sheet as of December 31st 2018 and the income statement, and the statement of
changes in equity and its cash flow statement for the year then ended, and summary of
significant accounting policies and other explanatory notes.

Management's responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the Local and International Financial Reporting Standards.
This responsibility 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.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit
in accordance with Local and International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material
misstatements.

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




The Gulf Commercial Bank
(Private Joint Stock Company) - Baghdad
Auditors' Report

The Financigacl Statements
2018

I -Auditor's Report

II -Financial Statements Statement No.
Statement of the financial position (A)
Income statement (B)
Comprehensive income statement (C)
statement of changes in equity (D)
Cash flow statement (E)
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Gulf Commercial Bank
Capital 300 billion Iraqi dinars
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And final accounts
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