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Gulf Commercial Bank (Private Shareholding Company)
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

32. COVID-19 PANDAMIC EFFECTS

Although the fiscal year 2021 is the second annual reporting period affected by the (Covid-19)
pandemic, the economic and financial effects still persist, and this may require further changes to
estimates in measuring the assets and financial position of the entities. Entities should reconsider
the measures they have taken and in line with the recommendations of the World Health
Organization and national health ministries to maintain the health of their employees and support
infection prevention in their administrative and operational areas such as strict cleaning of
workplaces, distribution of personal protective equipment, isolation of suspected cases, and
measurement of body temperature.

The impact of the Corona virus pandemic on the general situation in the Republic of Iraq continued
during 2021 in terms of imposing some restrictions to combat the spread of the virus, including
imposing a partial curfew according to the epidemiological situation from time to time, reducing
working hours and organizing shift work among employees so that it does not exceed 50% of the
number The total is most often in ministries, government institutions and commercial companies.
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2021

30. ANALYSIS OF THE MATURITIES OF ASSETS AND LIABILMES (Continued)
2020 One year More than 1 year Total

QD 1QD IQD

Assets:
Cash and balances at Central Bank - 151,221,657,729 151,221,657,729
Due from banks and other financial
institutions - 83,288,273,345 83,288,273,345
Direct credit facilities, Net 3,841,737,584 123,160,810,690 127,002,548,274
Investments in subsidiaries - 11,300,000,000 11,300,000,000
Investments in associates - 34,000,000,000 34,000,000,000
Financial assets at fair value through
0cCl - 15,593,196,570 15,593,196,570
Property and equipment, Net - 39,658,853,234 39,658,853,234
Project in progress - 4,553,221,727 4,553,221,727
Other assets - 44,180,532,752 44,180,532,752
Total assets 3,841,737,584 506,956,546,047 510,798,283,631
Liabilities:
Customers’ deposits 16,862,372,372 163,905,103,498 180,767,475,870
Cash Margins 2,836,448,050 250,741,359 3,087,189,409
Long term loans 100,000,000 3,158,628,615 3,258,628,615
Income tax provision 107,770,000 107,770,000
Other liabilities - 16,405,108,286 16,405,108,286
Total liabilities 19,906,590,422 183,719,581,758 203,626,172,180
Net (16,064,852,838) 323,236,964,289 307,172,111,451

31. ConTINGENT LIABILITIES AND COMMITMENTS

2021 2020
QD QD
Letters of guarantee 21,213,860,770 19,778,594,380
Letters of credit 4,380,000,000 4,380,000,000
25,593,860,770 24,158,594,380
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2021

30. ANALYSIS OF THE MATURITIES OF ASSETS AND LIABILITIES

The following table shows the analysis of the assets and liabilities according to an expected expectation for

recovery or settlement:
2021 One year More than 1 year Total
IQD IQD QD
Assets:
Cash and balances at Central Bank - 223,157,019,162 223,157,019,162
Due from banks and other financial
institutions - 47,485,613,341 47,485,613,341
Direct credit facilities, Net 4,480,563,298 107,526,019,121 112,006,582,419
Investments in subsidiaries - 11,300,000,000 11,300,000,000
Investments in associates - 34,000,000,000 34,000,000,000
Financial assets at fairvalue
through OCI - 20,775,439,837 20,775,439,837
Financial investments at amortized
cost - 3,042,294 417 3,042,294 417
Property and equipment, Net - 32,638,818,456 32,638,818,456
Project in progress - 5,275,025,469 5,275,025,469
Other assets - 48,809,962,296 48,809,962,296
Total assets 4,480,563,298 534,010,192,099 538,490,755,397
Liabilities:
Customers’ deposits 15,393,535,616 189,572,983,251 204,966,518,867
Cash Margins 3,120,810,906 220,245,302 3,341,056,208
Long term loans 3,932,020,667 3,012,827,948 6,944,848,615
Income tax provision - - -
Other liabilities - 18,912,554,870 18,912,554,870
Total liabilities 22,446,367,189 211,718,611,371 234,164,978,560
Net (17,965,803,891) 322,291,580,728 304,325,776,837
. 43
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GULF COMMERCIAL BANK

NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2021

29, CAPITAL MANAGEMENT

The bank manages the capital structure and makes the necessary adjustments to it in light of changes in
working conditions. The bank has not made any changes to the objectives and policies related to capital
structure during the current year and the previous year to increase the capital that the bank made during

the year.

Description not considered to be capital

According to CBI regulations, the capital is the primary capital that includes paid in capital, issuance

premium, declared provisions and retained profit and losses.

Capital adequacy

Primary capital

Paid in capital

Statutory reserve
Retained profit and (loss)
Primary capital Total

Secondary capital

Other reserves

General reserves

Secondary capital Total

Total primary and secondary capital

High risk assets in balance sheet
High risk assets off balance sheet
Total

Capital adequacy %

42

2021 2020
IQD IQD

300,000,000,000 300,000,000,000
9,413,152,988 9,413,152,988
291,362,922 5,089,942,580
309,704,515,910 314,503,095,568
696,500,360 696,500,360
9,860,185,000 8,776,716,000
10,556,685,360 9,473,216,360
320,261,201,270 323,976,311,928
198,322,885,000 249,352,870,000
18,190,026,000 17,611,467,000
216,512,911,000 266,964,337,000

148% 121%
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= M NOTES TO THE FINANCIAL STATEMENT

w -4 FOR THE YEAR ENDED 31 DECEMBER 2021

H: m 28.  RISK MANAGEMENT (Continued)

T« Currency risk (Continued)
. A Information about the bank's activities (Continued)
m M The following is information on the bank's business sectors distributed by activities:
Total
Individual Corporate Treasury Other 2021 2020
QD 1QD 1QD QD 1QD QD
Total income 2,138,546,148 4,197,886,885 - 2,654,430,836 8,990,863,869 12,460,627,318
Deficit in impaired credit
facilities - - - - - -
Segment results 8,990,863,869 12,460,627,318
(loss) Profit before tax (5,038,769,658) 106,292,911
Income tax - (107,770,000)
Net loss for the year (5,038,769,658) (1,477,089)
Segment assets 323,094,459,240 129,237,781,296 68,085,991,855 18,072,523,006 538,490,755,397 510,798,283,631
Segment liabilities 58,541,244 640 163,915,484,992 - 11,708,248,928 234,164,978,560 203,626,172,180
Capital Profit 1,070,322,578 39,468,800
Depreciation (1,678,839,910) (1,719,937,803)
B. Geographical Information:

41

This sector represents the geographical distribution of the bank's business. The bank is fully practicing its activities inside Iraq.

|

oy

GULF COMMERCIAL BANK

5

SLe

Yy



B .. A SUHA
BERRERR R F O RT 2021 GULF COMMERCIAL BANK
Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

28. RISK MANAGEMENT (Continued)
Liquidity risk (Continued)
Off balance sheet items

2021 2020
IQD IQD
Letters of credit 4,380,000,000 4,380,000,000
Letters of Guarantee 21,213,860,770 19,778,594,380
25,593,860,770 24,158,594, 380
Sectoral analysis
A Information about the bank's activities:

Sectors are measured according to the reports that are used by the delegated director and the main
decision maker of the bank through four main business sectors:

Individuals accounts: Principally handling individual customers’ deposits, and providing consumer type
loans, overdrafts, credit cards facilities and funds transfer facilities.

Corporates accounts: Principally handling loans and other credit facilities and deposit and current
accounts for corporate and institutional customers.

Banking business: This activity relates to providing services for buying and selling foreign currencies for the
benefit of customers.

Financial Brokerage: Principally include providing service to the customers in the financial market.
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

28.

Liquidity risk
Liquidity risk is defined as the risk that the Bank will encounter difficulty in meeting obligations associated with financial liabilities that are settled by
delivering cash or another financial asset, management has arranged diversified funding sources in addition to its core deposit base and adopted a
policy of managing assets with liquidity in mind and of monitoring future cash flows and liquidity on a daily basis.

The table below shows an analysis of financial liabilities based on contractual undiscounted repayment obligations:

Customers’ deposits
Cash margins

Long term loans
Income tax provision
Other liabilities
Total liabilities

Total assets

2020

Linbilities:
Customers’ deposits
Cash margins

Long term loans
Income tax provision
Other liabilities
Total liabilities

Total assets

RISK MANAGEMENT (Continued)

Less than a month 1to 3 months 3to 6 months 6 months to 1 year 1to 5year Items with no Total
interest
oD QD QD QD QD 0D QD
318,351,370 2,617,818,260 12,457,365,986 15,351,442,214 174,221,541,037 204,966,518,867
250,478,000 1,870,180,906 1,000,152,000 220,245,302 - 3,341,056,208
- 3.316,806,334 615,214,333 3.012,827.948 6,944,848 615
. - - 18,912,554,870 18,912,554,870
- 568,829,370 7,804,805,500 14,072,732,319 18,584,515,464 193,134,095,907 234,164,978,560
260,000,000 . 1,000,563,298 3,220,000,000 56,002,991,418 478,007,200,681 538,490,755,397
Less than a month 1to 3 months 3to 6 months 6 months to 1 year 1to 5 year ltems with no interest Total
10D QD QD QD 10D QD QD
1,831,252,930 6,782,257,654 B,248,861,788 11,458,328,964 152,446,774,534 180,767,475,870
250,498,000 549,054,050 2,036,896,000 250,741,359 . 3,087,189.409
25,000,000 25,000,000 50,000,000 2,175,000,000 983,628,615 3,258,628,615
- . 107,770,000 - . 107,770,000
- . - . 16.405,108,286 16,405,108,286
- 2,106,750,930 7,356,311,704 10,443,527,788 13,884,070,323 169,835,511,435 203,626,172,180
277,645,145 . 1,536,855,690 2,027,236,749 64,236,441,289 442,720,104,758 510,798,283,631
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28.  RISK MANAGEMENT (Continued)

SIS
GULF COMMERCIAL BANK

" Market Risk (Continued)
5. Currency risk concentration
Below financial statement of Gulf Commercial Bank based on n_._m__.m:_nu basis 7
2021 QD usp EURO AED Total i
Assets:
Cash and balances at Central Bank 154,923,919,162 68,233,100,000 - - 223,157,019,162
Due from banks and other financial institutions 25,166,469,858 20,575,780,000 145,180,000 1,598,183,483 47,485,613 ,341
Direct credit facilities, Net 105,569,442,419 6,437,140,000 - - 112,006,582,419
Investments in subsidiaries 11,300,000,000 - 11,300,000,000
Investments in associates 34,000,000,000 34,000,000,000
Financial assets at fair value through other comprehensive 20,775,439.837 20,775,439,837
income
Financial investments at amortized cost 3,042,294 417 3,042,294 417
Property and equipment, Net 32,638,818,456 32,638,818,456 %
Project in progress 5,275,025,469 5,275,025,469
- T— 48,809,962,296 48,809,962,296
Total assets 441,501,371,914 95,246,020,000 145,180,000 1,598,183,483 538,490,755,397
Customers' deposits 138,327,738,867 66,638,780,000 204,966,518,867
Cash margins 594,796,208 2,746,260,000 3,341,056,208
Long term loans 5,412,265,221 1,532,583,394 6,944,848,615
Income tax liability - . -
= = Other liabilities 1,411,534,870 17,501,020,000 18,912,554,870
m s Total liabilities 145,746,335,166 88,418,643,394 - - 234,164,978,560
3 H Balance sheet net concantration 295,755,036,748 6,827,376,606 145,180,000 1,598,183,483 304,325,776,837
X = Contingent liabllities off balance sheet 21,213,860,770 4,380,000,000 - - 25,593,860,770
= O
2020
i = Total assets 358,315,486,743 151,350,002,014 160,905,829 971,889,045 510,798,283,631
o Total Liabilities 136,364,516,180 67,261,656,000 R . 203,626,172,180
VD: M Balance sheet net concentration 221,950,970,563 84,088,346,014 160,905,829 971,889,045 307,172,111,451
i Contingent liabilities off balance sheet 19,778,594,380 4,380,000,000 - 24,158,594 380
N =
Qo =
NN <
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28.  RISK MANAGEMENT (Continued)
Market Risk (Continued)
4, Interest rate re-pricing gap

The classification is done based on the earlier of the re-pricing periods or maturity:

2021

Assets

Cash and balances at Central
Bank

Due from banks and other
financial institutions

Direct credit facilities, Net
Investments in subsidiares
Investments in assoclates
Financial assets at fairvalue
through other comprehensive
income

Financial investments at
amortized cost

Property and equipment, Net
Projectin progress
Other assets

Total assets
Liabilities:
Customers’ deposits
Cash margins

Long term loans
Income tax liability
Other liabilities
Total liabilities

Interest rate re-picing gap
2020

Total assets

Tatal Liabilities

Interest rate re-prcing gap

37

Less than a month 1to 3 months 3t 6 months 6 months to 1 year More than 1 year Items with no interest Total
Qo [ 0 (L] Q0 90 [
223,157,019,162 223,157,019,162
47,485,613,341 47,485,613,341
260,000,000 1,000,563,298 3,220,000,000 56,002,991,418 51,523,027,703 112,006,582,419
- - - - 11,300,000,000 11,300,000,000
34,000,000,000 34,000,000,000
20,775,439,837 20,775,439,837
3,042,294 417 3,042,294 417
32,638,818,456 32,638,818,456
5,275,025,469 5,275,025,469
- . - 48,809,962,296 48,809,962,296
260,000,000 1,000,563,298 3,220,000,000 56,002,991,418 478,007,200,681 538,490,755,397
318,351,370 2,617,818,260 12,457,365,986 15,351,442,214 174,221,541,037 204,966,518,867
250,478,000 1,870,180,906 1,000,152,000 220,245,302 c 3,341,056,208
- 3,316,806,334 615,214,333 3,012,827,948 6,944,848,615
- - - - 18,912,554,870 18,912,554, 870
- 568,829,370 7,804,805,500 14,072,732,319 18,584,515,464 193,134,095,907 234,164,978,560
260,000,000 (568,829,370) (6,804,242,202) (10,852,732,319) 37,418,475,954 284,873,104,774 304,325,776,837
277,645,145 - 1,536,855,690 2,027,236,749 64,236,441,289 442,720,104,758 510,798,283,631
- 2,081,750,930 9,605,940,319 10,285,757,788 12,800,840,323 168,851,882,820 203,626,172,180
277,645,145 (2,081,750,930) (8,069,084,629) (8,258,521,039) 51,435,600,966 273,868,221,938 307,172,111,451
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28. RISK MANAGEMENT (Continued)
Market Risk (Continued)

2. Currency Risk

Foreign currency risk is the risk of change in the value of financial instruments as a result of change in
foreign currency rates. The Iragi Dinar is the functional currency of the Bank. The Board sets position limits
for each foreign currency in the Bank. These positions are monitored on daily basis, and hedging strategies
are adopted to ensure that the foreign currency positions held are within the approved limits.

The Banks investment policy allows it to hold positions in major foreign currencies as long as it does not
exceed 5% of shareholders equity in each currency, and the net currencies position of 15% of shareholders
equity. Foreign currency positions are monitored on daily basis. In addition, market instruments are used to
hedge against fluctuation in currency exchange rates in order to protect the bank from additional risk
exposures.

The following table illustrates the possible effect on the statement of profit or loss as a result of fluctuations
in exchange rates against the Iraqi Dinar assuming that all other variables remain constant:

Change in currency Effect on Profit and
2021 exchange rate loss
Currency IQD
US Dollar 5% 341,368,830
Change in currency Effect on Profit and
2020 exchange rate loss
Currency QD
US Dollar 5% 3,778,592,146

In the event of a negative change in the indicator, the effect will remain constant but with an opposite sign.
There are no significant risks arising from fluctuations in the interest rates of other currencies due to the
small volume of transactions in these currencies.

3. Stock prices change risk
stock prices change risk arises from the change in the fair value of equity investments. The Bank manages
this risk by distributing its investments over various geographic and economic sectors.
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28. RISK MANAGEMENT (Continued)
Market Risk

Market risk is the risk of fluctuation and changes in the fair value or the cash flows from financial
instrument due to changes in market prices, interest rates, currency rates, and equity process these risks
are monitored based on specific policies and procedures carried out through specialized committees and
concemned business units.

Sensitivity analysis is based on estimation the possible loss as a result of changes in the interest and
foreign exchange rates. The fair value is calculated based on the present value of future cash flows which
changes based on price.

i 8 Interest rate Risk

The bank seeks to obtain funds such as the long-term investments at fixed interest rates in order to meet
any changes in interest rates of sources of funds. The Bank makes short term investments to offset any
changes that may occur.

The sensitivity of the statement of profit or loss is the effect of the assumed changes in interest rates on the
Banks profit for one year, and it is calculated on financial assets and liabilities with variable interest rates
as at 31 December:

Change (increase) in Interest income
2021 interest price sensitivity
Currency IQD
uso 1% (411,584,434)
Change (increase) in Interest income
2020 interest price sensitivity
Currency IQD
uso 1% (75,214,293)

In the event of a negative change in the indicator, the effect will remain constant but with an opposite sign.
There are no significant risks arising from fluctuations in the interest rates of other currencies due to the
small volume of transactions in these currencies.
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NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

28.  RISK MANAGEMENT (Continued)
Credit risk concentrate on assets and liabilities (Continued)

5. Concentration in credit exposures based on economic sectors in as follows:
Government and
Economic Sector Financial Commercial Agricultural Services Individuals public sector Total
QD 100 19D QD QD QD QD
Cash and balances
at Central Banks 155,071,027,307 155,071,027,307
Due from banks and
other financial
institutions 47,485,613,341 47,485,613,341
Direct credit
facilities Net 67,203,949,451 11,801,071,262 22,001,316,484 11,000,245,222 112,006,582,419
Investments in
subsidiaries 11,300,000,000 11,300,000,000
Investments in
associates 34,000,000,000 34,000,000,000
Financial assets at
fairvalue through
ocl 20,775,439,837 20,775,439,837
Financial
investments at
amortized cost - 3,042,294,417 3,042,294 417
Other assets 48,809,962,296 - - - - - 48,809,962,296
Total for 2021 128,371,015,474 101,203,949,451 11,801,071,262 22,001,316,484 11,000,245,222 158,113,321,724 432,490,919,617
Total for 2020 154,362,002,667 115,307,671,371 11,963,232,195 22,526,255,425 11,205,389,283 95,405,948,385 410,770,499,326
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28. RISK MANAGEMENT (Continued)
Credit risk concentrate on assets and liabilities (Continued)

3. Regarding the distribution of the fair value of collaterals provided against the facilities (Risk
Mitigators), the bank does not have appropriate database in respect to the collaterals values provide

against the credit facilities

4, Credit Concentration based on geographic distribution is as follows:

Other Middle
Inside Iraq Eastern countries Europe Total
Geographic area IQD QD QD 1QD
Cash and balances at
central bank 155,071,027,307 155,071,027,307
Due from banks and other
financial institutions 5,262,455,701 42.,000,000,000 223,157,640 47,485,613,341
Di i ilities:
Individuals 78,404,607,504 78,404,607,504
Corporates 33.601,974,915 33,601,974,915
Investments in subsidiaries 11,300,000,000 11,300,000,000
Investments in associates 34,000,000,000 34,000,000,000
Financial assets at fair value
through other
comprehensive income 20,775,439,837 20,775,439,837
Financial investments at
amortized cost 3,042,294, 417 3,042,294 417
Other assets 48,809,962,296 - 48,809,962,296
Total for 2021 390,267,761,977 42,000,000,000 223,157,640 432,490,919,617
Total for 2020 331,815,421,483 78,000,000,000 955,077,843 410,770,499,326
B W 33
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NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

28.  RISK MANAGEMENT (Continued)
Credit risk concentrate on assets and liabilities (Continued)

2
2021

Low risk
Acceptable risk
Past due:

Up to 30 days

From 31 to 90 days
Watch list
Non-performing:
Substandard
Doubtful

Loss

Total

Less:

Interest in suspended
Allowance for credit
losses

Total

Net

Credit exposures are classified by the level of risks according to the following table:

Individuals Corporates SMEs Govemment and Banks and Total
public sector other financial
institutions

1QD IQD IQD IQD IQD! QD
1,000,000,000 125,635,637 - - 1,125,635,637
69,871,415,321 30,244,436,417 - - 100,115,851,738
63,441,348,663 21,463,286,662 - - 84,904,635,325
6,059,646,782 2,101,664,522 - - 8,161,311,304
5,069,998,800 2,070,844,582 - - 7,140,843,382
2,144,266,220 875,827,047 - - 3,020,093,267
147,586,675,786 56,881,694,867 - - - 204,468,370,653
(52,626,842,301) (22,634,945,933) - - - (75,261,788,234)
(12,212,000,000) (4,988,000,000) - - - (17,200,000,000)
(64,838,842,301) (27,622,945,933) . . . (92,461,788,234)
82,747,833,485 29,258,748,934 - - . 112,006,582,419

o
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27. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES THAT DO NOT APPEAR IN FAIR VALUE IN THE
FINANCIAL STATEMENT

There are no material differences between the fair value of financial instruments and their carrying value as
presented in balance sheet and off-balance sheet.

28. RISK MANAGEMENT

The bank’s board of director is responsible for general policies of risk management and implementing risk
management strategies.

The Bank manages its various banking risks in different ways, but there is not documented comprehensive
strategy for risks and means of controlling and mitigating them.

Credit risk concentrate on assets and liabilities

Credit risks are the risks that the bank will incur a loss because of its customers, clients or counterparties
failure to discharge their contractual obligations. The Bank manages and controls credit risks by setting
limits on levels of risk in accordance with the central bank of Iraq's instructions. Also, the bank obtains

adequate collaterals from customers.

The Bank determines the risk of concertation of assets and liabilities through the distribution of its
activities across several sectors. However, the bank operates in one geographical area, Iraq.

1. Exposure to credit risk (after deduction impairment loss, suspended interest and collateral and
other risk mitigates) is as follows:

2021 2020

IQD QD

Balance sheet items:
Cash at Central Bank 155,071,027,307 95,405,948,385
Due from banks and other financial instiutions 47,485,613,341 83,288,273,345
Direct credit facilities, Net:
Individuals 81,148,768,962 93,664,999,455
Corporates 30,857,813,457 33,337,548,819
Investments in associates 34,000,000,000 34,000,000,000

Financial assets at fair value through other
comprehensive income

Financial investments at amortized cost
Other assets

20,775,439,837
3,042,294,417

15,593,196,570

48,809,962,296

44,180,532,752

Total Balance sheet ltems 421,190,919,617 399,470,499,326
Off balance sheet items:

Letters of guarantee 21,213,860,770 19,778,594,380
Letters of credits 4,380,000,000 4,380,000,000
Total off-Balance Sheet items 25,593,860,770 24,158,594,380
Total 446,784,780,387 423,629,093,706

B 31




Ll ) &l P G
2021 $oiuul il LA
ANNUAL REPORT 2021 GULF COMMERCIAL BANK

Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

25. RELATED PARTY TRANSACTIONS

The bank considers the major shareholders, high management and companies with major shares as related
parties. Deposits, credit facilities, salaries, and bonuses for high management transactions with related
parties were recorded during the year as follows.

2021 2020
Balance sheet items Nature IQD QD
Direct credit facilities Subsidiaries owned by stockholders 9,016,500,000 9,016,500,000
Income Statement items:
Salaries, bonuses and other
benefits High Management - 123,960,000

Direct credit facilities granted to related parties as of 31 December 2021 which represent 0.07 (31
December 2020: 0.07) from Net direct credit facilities. Direct credit facilities represent credit given to
subsidiaries that belong to Stockholders.

26.  FINANCIAL INSTRUMENT FAIR VALUE
The bank uses the following hierarchy for determining and disclosing the fair value of financial instruments:
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level2: other techniques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly.

Level3: other techniques which use inputs which have a significant effect on the recorded fair value that are
not based on observable market data

The following table below shows financial instrument analysis according to the hierarchy described above:

Level one Level two Level three Total
2021 IQD QD IQD IQD
Financial assets at fair value through other
comprehensive income 17,336,926,287 - - 17,336,926,287
Level one Level two Level three Total
2020 IQD IQD IQD IQD
Financial assets at fair value through other
comprehensive income 12,939,156,703 - - 12,939,156,703
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23.  (GENERAL AND ADMINISTRATIVE EXPENSES

Securities

Advertisement

Suppling fees

Taxes and fees

Rent and services
Maintenance
Telecommunication and internet
Subscriptions fees and licenses
Compensations and penalties
Insurance

Water and electricity

Legal service

Employees training fees
Stationary

Traveling

Fuel and oil

Hospitality

Transportation expenses
Professional services

Audit Fees

Others

24, CASH AND CASH EQUIVALENT AT THE END OF YEAR

Cash and cash equivalent include:

Cash and Balances with Central Bank (Note3)
Due from banks and other financial institutions (Noted)
Statutory reserve at the CBI

. 29

2021 2020
QD IQD
1,243,780,179 1,614,275,252
71,214,800 611,005,195
761,035,153 1,112,896,558
1,081,319,223 466,869,592
552,112,730 312,346,433
748,532,746 270,601,053
143,057,389 399,281,660
429,969,267 182,462,650
1,608,376,879 260,770,083
201,029,350 109,437,000
144,236,370 72,557,171
54,148,500 96,622,380
11,900,400 6,762,500
52,399,429 47,994,140
44,115,208 24,524,500
63,854,000 43,864,000
19,865,620 22,391,369
15,811,042 13,173,500
18,330,000 83,358,120
64,850,000 68,000,000
471,136,812 181,224,292
7,801,075,097 6,000,417,448
2021 2020
IQD IQD
223,157,019,162 151,221,657,729
47,485,613,341 83,288,273,345
(29,463,104,340) (24,438,550,340)
241,179,528,163 210,071,380,734
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21.  NETFEES AND COMMISSIONS
2021 2020
QD IQD
Credit commission:
Banks transfers* 4,503,594,944 6,578,893,053
LC commission 246,783,081 194,004,858
LG commission 553,737,686 1,054,250,054
Other commission 926,918,287 697,541,564
6,231,033,998 8,524,689,529
Debit commission (82,478,629) (212,911,926)
6,148,555,369 8,311,777,603

* During the year 2021, the gains resulting from currency auctions for the bank’s clients amounted to 1QD
4,496,915,400 and the bank purchased the US dollar from the CBI through the currency auction amounted
to USD 1,641,210,000 at an exchange rate of 1,4601QD/ USD. The bank was selling USD to clients of
currency auctions during 2021 at an average exchange rate of 1,463 1QD/ USD.

22.  EMPLOYEES' SALARIES

2021 2020

1QD QD
Employees’ salaries and benefit 4,064,270,678 4,159,699,032
Bank contribution in social security 236,485,515 246,822,924

4,300,756,193 4,406,521,956
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18.  RESERVES
Statutory reserve

According to the Iraqi Companies Law, 5% as a minimum of the annual profit after tax should be
transferee to the statutory reserve. This reserve should not exceed 50% of the Banks Capital and it
is not available for distribution to shareholders. The deduction may be continued with the approval
of the general assembly of the bank as long as the reserve does not exceed 100% of the capital of

the bank

- Other reserve

Other reserves include the expansion reserve for the bank’s activities which is determined by the

Board of Directors.

19. INTERESTS REVENUES

2021 2020
IQD 1QD
Loans and notes interests 3,131,287,699 5,171,571,768
Debit current account interests 422,155,434 1,431,604,868
Interest investment in bonds of Iraqi government 59,345,057 -
SMEs loans interest 133,417,441 65,790,197
3,746,205,631 6,668,966,833
20.  INTEREST EXPENSE
2021 2020
IQD 1QD
Savings interests 3,039,673,029 2,809,815,041
Fixed deposits interests 335,739,898 437,804,349
Internal borrowing interests 30,903,577 47,355,860
3,406,316,504 3,294,975,250
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15. LONG TERM LOANS
2021 2020
QD IQD

Central Bank of Iraq loan 5,961,220,000 2,275,000,000
Iragi company for financing SMEs* 983,628,615 983,628,615

6,944,848,615 3,258,628,615

* Based on the terms of the agreement signed between the bank and the Iragi company for SMEs financing
on 6 June 2009, the Iragi Company grants the Bank amounts to be agreed periodically, and the Bank then
lends these amounts to small and medium institutions under project "Tijara" in return for an interest and
administrative fees collected from these institutions. In return, the Bank shall pay administrative fees to the
Iraqi company on each one of the projects, "Tijara", with 3% fees and shall not exceed 10% of interest

collected by the bank.

16. INCOME TAX PROVISION

2021 2020
IQD IQD
Balance as at 1 January 107,770,000 -
Additions during the year - 107,770,000
Income tax paid during the year (107,770,000) -
Balance at year end - 107,770,000
17. OTHER LIABILMES
2021 2020
QD IQD
Creditors 2,909,671,589 11,260,221,407
Certified checks 1,788,627,220 1,784 384,573

Deceased client's balances and compensation 1,071,422,048 1,895,496,180
Amounts received for company registration 448,651,400 515,836,400
Accrued interest not paid 196,956,829 416,936,804
Deduction from others 98,377,246 105,737,174
Provision for assets Seized by the Bank under liquidation*® 510,432,000 266,926,000
Amounts detained against participation in currency
auction 11,712,000,000 -
Other liabilities 176,416,538 159,569,748
18,912,554,870 16,405,108,286

* Based on the instructions of the Central Bank of Iraq, a provision was calculated for Assets Seized by the Bank,
because they exceeded the legal period of expropriation, which is two years as maximum period in Iragi Law No. (94)

for the year 2004 and referred to in Article No. (33-2).
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

11. PROJECT IN PROGRESS

Balance as at 1 January

Additions during the year

Transferred to PP&E (note10)

Transferred to other operating expenses (Note 23)
Balance at the end of year

12.  OTHERASSETS

Amounts due for sale investments in subsidiaries
Debtors

Accrued interests

Assets Seized by the Bank

Prepaids expenses

Margins with others

Other assets

13. CUSTOMERS DEPOSITS

Current accounts and on demand
Saving deposits
Time deposits

14.  CASH MARGINS

Deposit for LGs
Other margins

2021 2020
1QD IQD
4553,221,727 _ 4,680,749,770
967,879,742 28,246,957
(55,480,000) (145,775,000)
(190,596,000) (10,000,000)
5,275,025,469  4,553,221,727
2021 2020
QD IQD
16,332,000,000  16,332,000,000
12,185220,689  12,275251,017
7,119,659,507 6,225,492,262
2,125,960,650 2,125,960,650
1,583,747,681 1,337,709,641
622,887,001 62,020,336
8,840,486,768 5,822,098,846
48,809,062,206  44,180,532,752
2021 2020
IQD iQD
56,937,485,191 56,801,732,307

138,636,960,559
9,392,073,117

115,436,140,472
8,529,603,091

204,966,518,867  180,767,475,870
2021 2020
IQD IQD
3,341,019,083 3,087,189,409
37,125 ,
3,341,056,208 3,087,189,409

25



3
:
o
Y

o
[=]
o
—
[- 3
o
(-9
(¥4
=
—l
.1
-
Z
Z
-9

SL#

__ﬁ".r&.a.-
IH‘

GULF COMMERCIAL BANK

-

Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2021

10,

2020
Cost:
At 1 January

Transferred from work in

progress (Note11)
Additions
Disposals

At 31 December

Accumulated depreciation:

PROPERTY AND EQUIPMENT, NET (CONTINUED)

At 1 January
Charge of the year
Disposals

At 31 December

Net book value at 31

December 2020

Furniture and office
Equipment equipment and

Land Buildings And Machinery computers Vehicles Total

QD QD QD 1QD iQD IQD
31,032,131,676 10,454 ,398,635 1,471,754 888 10,919,963,542 207,831,000 54,086,079,741
- 145,775,000 - 145,775,000
- - 17,465,005 23,360,082 - 40,825,087
. - (323,473,576) (12,034,140) - (335,507,716)
31,032,131,676 10,454,398,635 1,165,746,317 11,077,064,484 207,831,000 53,937,172,112
- 3,695,700,164 1,407,580,267 7,630,583,610 159,977,128 12,893,841,169
- 552,806,616 37,361,980 1,118,726,007 11,043,200 1,719,937,803
- - (323,425,969) (12,034,125) - (335,460,094)
- 4,248,506,780 1,121,516,278 8,737,275,492 171,020,328 14,278,318,878
31,032,131,676 6,205,891,855 44,230,039 2,339,788,992 36,810,672 39,658,853,234
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE AINANCIAL STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2021

10.

Lad

021

Cost:
At 1 January

Transferred from work in

progress (Note11)
Additions
Disposals

At 31 December

reciation:
At 1 January
Charge of the year
Disposals

At 31 December

Net book value at 31

December 2021

PROPERTY AND EQUIPMENT, NET

Fumiture and office
Equipment equipment and

Land Buildings And Machinery computers Vehicles Total

QD 1QD QD QD IQD QD
31,032,131,676 10.454,398,635 1,165,746,317 11,077,064,484 207,831,000 53.937,172,112
- . - 55,480,000 - 55,480,000
- - 149,194,000 159,230,761 219,000 308,643,761
(5,705,283,500) . (15,511,900) (331,919,195) - (6,052,714,595)
25,326,848,176 10,454,398,635 1,299,428,417 10,959,856,050 208,050,000 48,248,581,278
- 4,248,506,780 1,121,516,278 8,737,275,492 171,020,328 14,278,318,878
. 552,806,616 27,839,474 1,087,143,320 11,050,500 1,678,839,910
- . (15,511,892) (331,884,074) - (347,395,966)
- 4,801,313,396 1,133,843,860 9,492,534,738 182,070,828 15,609,762,822
25,326,848,176 5,653,085,239 165,584,557 1,467,321,312 25,979,172 32,638,818,456
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Gulf Commercial Bank (Private Shareholding Company)
NOTES TO THE FINANCIAL STATEMENT
FORTHE YEAR ENDED 31 DECEMBER 2021
1. INVESTMENTS IN ASSOCIATES
Non-listed Country of Ownership 2021 2020
companies' stocks origination percentage QD QD
Aalee Al-kalej Iraq 43% 34,000,000,000 34,000,000,000
34,000,000,000 34,000,000,000
*Below the movement of the Investments in associates is as follows:
2021 2020
QD IQD
Balance at 1 January 34,000,000,000 34,000,000,000
Additions - -
Disposals - -
Balance at the end of the year 34,000,000,000 34,000,000,000
B. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

The below table represent the movement on financial assets at fair value through other comprehensive

income:
2021 2020
IQD QD
Listed companies' stocks 23.412,165,720 20,966,641,180
Non-listed companies’ stocks* 3,438,513,550 2,654,039,867
Fair value reserve** (6,075,239,433) (8,027,484,477)
20,775,439,837 15,593,196,570

*Non-listed companies are recorded by the cost in the stock market since the management can’t reach

the fair value to these investments.

**The movement on the Change in fair value reserve as at 31 December 2021 and 2020 is as follows:

2021 2020
QD QD
Balance at 1 January 8,027,484 477 8,492,014,816
Change in fair value reserve (2,192,435,044) (464,530,339)
Gain from sale financial assets at fair value through
0cCl 240,190,000 -
Balance at the end of year 6,075,239,433 8,027,484,477
9. Financial investments at amortized cost
The below table represent the financial investments at amortized cost:
2021 2020
IQD 10D
Investment in bonds of Iragi government* 3,042,294, 417 -
3,042,294 417 -

* The investment in Iraqi Bonds (Eurobonds) represent 20,000 bonds that amount to U.S.$ 100 per
bond in addition to the accrued revenue not received for the period of purchase till the ended year 31

December 2021.
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NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

5.  DIRECT CREDIT FACILIES, NET (CONTINUED)

*Below the movement of the allowance for credit losses is as follows:

2021 2020
IQD QD
At 1 January 17,200,000,000 17,200,000,000
Additions . -
Recovery - -
Balance at the end of the year 17,200,000,000 17,200,000,000

**Below the movement of the suspended interest allowance and interest receivable is as follows:

2021 2020
Suspended interest: IQD QD
At 1 January 61,990,217,899 52,294 310,148
Net movement during the year 13,271,570,335 9,695,907,751
Balance at the end of the year 75,261,788,234 61,990,217,899
6. INVESTMENTS IN SUBSIDIARIES
This note includes the bank investments cost in the subsidiaries:
Non-listed Country of Ownership 2021 2020
companies' stocks origination percentage IQD 1QD
Sana Al-kalej Iraq 90% 10,800,000,000 10,800,000,000
Zahrat Al-kalej* Iraq 100% 500,000,000 500,000,000
11,300,000,000 11,300,000,000

* The board of directors decided on 3 Jul, 2020 to constrain the operation activities of Zahrat Al-Kalej
Company. Therefore, the company has been set for liquidation under the decision of Trade Ministry of Iraq -
Corporate Registration Department on 27 September 2020. The bank will derecognize the cost of
investment when they receive the final decision of liquidation and will reflect the profit or loss in the income

statement.
Below the movement of the investment in subsidiaries is as follows:

2021 2020

QD QD
Balance at 1 January 11,300,000,000 11,300,000,000
Additions - -
Disposals - 5
Balance at the end of the year 11,300,000,000 11,300,000,000

.. S 21
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Gulf Commercial Bank (Private Shareholding Company)
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021
3. CASH AND BALANCES WITH CENTRAL BANK
2021 2020
IQD QD

Cash on hand* 68,085,991,855 55,815,709,344
Current accounts 125,607,922,967 70,967,398,045
Statutory reserve 29,463,104,340 24,438,550,340

223,157,019,162 151,221,657,729

* The cash on hand included amounts for ATM and point of sale 7,731,777,752 1QD.

4, DuE FROM BANKS AND OTHER FINANCIAL INSTITUTIONS

Local banks and financial institutions

Foreign banks and financial institutions

Deposit in Foreign banks
Margins paid against LGs

S. DIRECT CREDIT FACILITIES, NET

Debit current accounts

Commercial loans

Discounted debit

Small and intermediate project loans
Employees advances

Shipping Documents

Less:

Allowance for credit losses*
Suspended interest allowance* *
Interest Receivable* *

2021 2020

IQD IQD
5,262,455,701 4,333,195,502
38,059,583,577 78,955,077,843
3,650,000,000 -
513,574,063 -
47,485,613,341 83,288,273,345

2021 2020

IQD IQD
49,681,152,210 49,181,882,626

134,019,948,362

137,201,910,477

15,358,968,436 16,787,178,791
3,959,914,523 1,616,228,717
73,490,522 64,332,182
1,374,896,600 1,341,233,380
204,468,370,653 206,192,766,173
(17,200,000,000) (17,200,000,000)
(75,075,410,033) (61,784,210,933)
(186,378,201) (206,006,966)
112,006,582,419 127,002,548,274
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

2. ACCOUNTING POLICIES (CONTINUED)

2.2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes
Tax expense comprises current tax and deferred taxes.

Current tax is based on taxable profits, which may differ from accounting profits published in the statement
of profit or loss. Accounting profits may include nontaxable profits or tax-deductible expenses which may be
exempted in the current or subsequent financial years.

Taxes are calculated based on tax rate confirmed under the Iragi laws and regulation.

The Deferred taxes are taxes expected to be paid or refunded as a result of the temporary differences
between assets and liabilities- in the financial statements and the canying value of the tax basis. Deferred
taxes are measured by adhering to the financial position statement and calculated based on tax rates that
are expected to be applied in the period when deferred assets are realized or deferred liabilities are settled.

The amount of the deferred assets or liabilities are reviewed at the date of the financial statements and are
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow all,
or part of the deferred income tax assets be utilized.

Assets Seized by the Bank

Assets seized by the bank through calling upon collateral are shown in Statement of Financial Position
under “other assets” at the lower of their carrying value or fair value. Assets are revalued at the statement of
financial position date on an individual basis and losses from impairment are transferred directly to the
statement of income, while revaluation gains are not recognized as income. Reversal of previous
impairment losses shall not result in a carrying value that exceeds the carrying amount that would have
been determined had no impairment loss been recognized for the asset in prior years.

B 19
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Gulf Commercial Bank (Private Shareholding Company)
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

2.  ACCOUNTING POLICIES (CONTINUED)
2.2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expired. Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new liability.

Foreign currencies

- Transitions in foreign currencies are initially recorded in the functional currency at the rate of
exchange ruling at the date of the transaction.

- Monetary assets and liabilities in foreign currencies are translated into respective functional
currencies at rates of exchange prevailing at the statement of financial position date as issued by
Central Bank of Iraq.

- Non-monetary items measured at fair value in a foreign currency are translated using the exchange
rate at the date when the fair value was determined.

- Any gains or losses are taken to the statement of profit or loss.

- Exchange differences for non-monetary assets and liabilities in foreign currencies (such as equity
instruments) are recorded as part of the change in fair value.

Investments in associates

Associate companies that the bank has an influence on and that are not a subsidiary or a joint venture. The
investment amount is recorded in the financial statement by cost, Dividends are recorded in the income
statement. The banks prepare a study to show the impairment in investment in associates, if there are
evidence, the bank will be recording impairment loss in the statement of profit and loss.

Investment in subsidiaries

The investment in subsidiaries recorded in the financial statement by cost, received dividends are recorded
in the income statement. The banks prepare a study to show the impairment in investment in Subsidiaries,
separately, if there are evidence that the bank will not be recovered.

Provisions

Provisions are recognized when the Bank has a present obligation arising from a past event and the cost to
settle the obligation are both probable and reliably measured.
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

2.  ACCOUNTING POLICIES (CONTINUED)
2.2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property and equipment (CONTINUED)

Depreciation is calculated using the straight-line method to write down the cost of property and equipment
to their residual values over their estimated useful lives. Lands are not depreciated. The estimated useful
lives are as follows:

Useful life
Years
Buildings 20
Equipment B
Vehicles 5
Furniture b

An item of Property, Plant and Equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset is
recognized in other operating income or other operating expenses in the statement of profit or loss in the
year the asset is derecognized.

The residual values of assets, useful lives and depreciation methods are reviewed every year and
subsequently adjusted if necessary.

De-recognition of financial assets and financial liabilities
Financial Assets

A financial asset is derecognized when:

- The rights to receive cash flows from the asset have expired; or
The bank reserves the right to receive cash flows from the asset but, in return, it bears an obligation
to pay the cash flows in full without material delay to a third party under the "received and
payment” arrangement; or

- When (a) The bank has transferred substantially all the risks and rewards of the asset, or (b) The
bank has neither transferred nor retained substantially all the risks and rewards of the asset but
has transferred control of the asset.

When the bank transfers the rights to receive cash flows from the asset and does not transfer or retain all
significant risks and rewards of the asset or transfer of control over the asset. The continuous control that
takes the form of collateral on the transferred asset is measured at the lower of the book value of that asset
or the maximum amount to be paid from the bank.

B 17
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

2. ACCOUNTING POLICIES (CONTINUED)
2.2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fair value (CONTINUED)

The entity values the fair value for the properties or the commitment to use the market participants
assumptions for valuing the properties or, a fair value measurement of a non-financial assets takes
into account a market participants ability to generate economic benefits by using the asset in its
highest and best use or by selling it to another market participant that would use the asset in its
highest and best use.

- The Bank uses valuation techniques that are appropriate and for which sufficient data are available
to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.

Impairment of financial assets

The Bank assesses at each statement of financial position date whether there is any objective evidence that
a financial asset is impaired. If such evidence exists, the recoverable amount is estimated in order to
determine the amount of impairment loss to be recognized impairment is determined as follows:

- [For assets carried at amortized cost, impairment is based on the difference between the carrying
value and the estimated discounted cash flows at the original effective interest method.
Impairment is recognized in the statement of profit or loss. If in a subsequent period, the amount of
the impairment loss decreases, the amount of the reversal is recognized in the statement of profit
or loss.

Offsetting

Financial assets and financial liabilities are offset, and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognized amounts and there is
an intention to settle on a net basis, to realize the assist and settle the liabilities simultaneously.

Property and equipment

Property and equipment are stated at cost, less accumulated depreciation and accumulated impairment in
value, if any. The cost includes the cost incurred in replacing any component of property, equipment and
financing expenses for long term construction projects if the recognition conditions are met. All other
expenditure is recognized in the statement of profit or loss as incurred.
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Gulf Commercial Bank (Private Shareholding Company)

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

2.  ACCOUNTING POLICIES (CONTINUED)
2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets at fair value through profit or loss

Financial instruments that do not meet the business model of financial assets at amortized cost. Or those
that the bank chose, upon purchase, to classify it at fair value through the income statement. It is measured
at fair value through income statement.

Financial instruments at fair value through profit or loss are initially measured at fair value, unless the bank
classified the financial investments as not for trading at fair value through other comprehensive income at
the purchase date.

Subsequently, these assets are revalued at fair value. Gains or losses arising on subsequent measurement
of these financial assets including the change in fair value arising from nonmonetary assets in foreign
currencies are recognized in the statement of profit or loss. When these assets or portion of these assets are
sold, the gain or loss arising are recorded in the statement of profit or loss.

Dividend and interest income are recorded in the statement of profit or loss.

Financial assets at fair value through other comprehensive income

The Bank has the final right to value each financial instrument as an equity instrument at fair value through
other comprehensive income; however, this classification is not permitted if the investment is an equity
instrument held for trading

These financial instruments are initially measured at their fair value plus transaction costs. Subsequently,
they are measured at fair value. Gains or losses arising on subsequent measurement of these equity
investments including the change in fair value arising from non-monetary assets in foreign currencies are
recognized in other comprehensive income in the statement of changes in equity. The gain or loss on
disposal of the asset is reclassified from fair value reserve to retained earnings. These financial assets are
not subject to impairment testing. Dividend income is recognized in the statement of profit or loss.

Fair value

- The Bank values the financial instruments, such as derivatives and non-financial assets, at fair
value at the date of the financial statements.

- The fair value represents the exit price for selling assets or the amount that will be paid to transfer
the commitment of the regulated transaction between the participants in the market.

- Inthe absence of the primary market, the most suitable market will be used to trade the assets and
liabilities.

- The Bank needs the opportunities to reach the primary or most suitable markets.
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Gulf Commercial Bank (Private Shareholding Company)
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

2.  ACCOUNTING POLICIES (CONTINUED)

2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Recognition of financial assets

Purchases and sales of financial assets are recognized on the trade date (the date at which the sale of
purchase takes place).

Direct credit facilities are shown net of allowance of credit losses and interest and commissions in
suspense.

Impairment of direct credit facilities is recognized in the allowance for credit losses when events
occur after the initial recognition of the facility that have an impact on the estimated future cash
flows of the facilities that can be reliably estimated. The impairment is recorded in the income
statement.

Interest and commission arising on non-performing facilities is suspended when loans become
impaired according to the Central Bank of Iraq's regulations.

Loans and the related allowance for credit losses are written off when collection procedures
become ineffective. By writing it off the allowance according to the CBI regulations and transferring
any surplus to the income statement. And cash recoveries of loans that were previously written off
are credited to the income statement.

Financial assets at amortized cost

Financial assets are measured at amortized cost only if these assets are held within a business model that
has an objective to hold the asset to collect its contractual cash flows and that the contractual terms of the
financial asset give rise, on specified dates, to cash flows constituting solely the principal and interest in
the outstanding principal amount.

Debt instruments meeting these criteria are initially measured at amortized cost-plus transaction costs.
Subsequently they are amortized using the effective interest rate method less allowance for impairment.

The amount of the impairment consists of the difference between the book value and present value of the
expected future cash flows discounted at the original effective interest rate.
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Gulf Commercial Bank (Private Shareholding Company)
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

2. ACCOUNTING POLICIES (CONTINUED)
2.2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Use of estimates

The preparation of the financial statements and implementation of accounting policies require
management to make estimates and assumptions that affect the reported amounts of financial assets and
liabilities and disclosure of contingent liabilities. These estimates and assumptions also affect the
revenues and expenses and the resultant provisions as well as fair value changes reported in other
comprehensive income. Considerable judgment by management is required in the estimation of the
amount and timing of future cash flows. Such estimates are necessarily based on assumption about several
factors involving varying degrees of judgment and uncertainty and actual results may differ from estimates
due to the changes in conditions and circumstances of those estimates in the future.

The bank's management opinion, the estimates are reasonable and are as follows:

Provision for impairment of direct credit facilities: the provision of loans is reviewed upon the basis
set by the Central Bank of Iraq.

Tax Provision: The fiscal year is charged to the tax expense according to the accounting regulations,
laws and standards.

The management periodically reviews financial assets that are stated at cost to assess any
impairment, and any identified impairment is recorded in the statement of profit or loss.

Legal provision: to meet any legal obligations, provisions are made for these obligations based on
the opinion of the bank's legal advisor.

Segment information

Business segment represents distinguishable components of the Bank that are engaged in providing
products or services that are subject to risks and returns that are different from those of other segments.

The geographical segment provides services and products in a certain economic environment that are
subject to risks and returns that differ from other segments that operate in other economical environments.

Cash and cash equivalents

Cash and cash equivalents as referred to in the statement of cash flows comprise of cash on hand, current
accounts with central bank and balances with banks and financial institutions that mature within three
months, less banks and financial institutions deposits that mature within three months that are subject to
insignificant risk of change in their fair value and are used by the bank to manage its short term.
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Gulf Commercial Bank (Private Shareholding Company)
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

1. GENERAL INFORMATION

Gulf commercial Bank (The Bank) is a private shareholding company incorporated in 1999 according to
incorporation license number M/7002. Stationed in Baghdad and its paid in capital amounts 300 billion
IQD.

The Bank offers retail and corporate banking sewvices in Iraq through its headquarter in Baghdad (Kharada).
And all its branches across Iraq in addition to provide exchange serves and, the bank paid in capital
amount to 300 billion shares that are 1 QD each.

2. ACCOUNTING POLICIES

2.1  Basis OF PREPARATION

The financial statements for the subsidiaries were not consolidated with the presented financial statement
of the bank, the bank consolidated financial statement are prepared and issued by aggregating each note
of assets and liabilities and bank operations results with the notes of the subsidiaries after excluding all the
current accounts and all the internal transactions between the bank and the subsidiaries.

The financial statements of the Bank as at 31 December 2021 have been prepared according to the
account policies in 2.2 below.

The financial statements have been prepared on a historical cost basis, except for financial assets at fair
value only through other comprehensive income that have been measured at fair value at the date of the
financial statements.

The financial statements are presented in Iraqi Dinars (IQD).
2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue and expense recognition

interest income is recognized using the effective interest rate method. Excluding note operational direct
credit facilities interests and commissions which are not recognized as revenue and recorded in the
suspended interest and commissions account.

Expenses are recognized on the accrual basis of accounting.

Commission income is recognized upon rendering of services. The profit of the bank shares is recognized
once it is realized (approved from the shareholders committee).
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STATEMENT OF CASH FLOWS
STANDALONE
FOR THE YEAR ENDED 31 DECEMBER 2021

OPERATIN m
Profit (Loss) for the year before income tax
Adjustments:
Depreciation
Provision for assets Seized by the Bank under
liquidation
Capital gains
Cash flow (used in) from operating activities before
changes in operating assets and liabilities
h i liabilities:
Direct credit facilities, net
Other assets
Statutory reserve at CBI
Customers' deposits
Cash Margins
Other liabilities
Net cash flows from (used in) operating activities
before income tax
Income tax paid
Net cash flows from (used in) operating activities
INVESTING ACTIVITIES
Financial investments at amortized cost
Financial assets at fair value through other
comprehensive income
Purchase of property and equipment
Sale of property and equipment
Work in progress
Net cash flows used in investing activities
FINANCING ACTIVITIES
Long term loans
Net cash flows from financing activities
Net increase (decrease) in cash and cash
equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

24

2021 2020
IQD IQD
(5,038,769,658) 106,292,911

1,678,839,910

1,719,937,803

248,962,327 266,926,000
(1,070,322,578) (39,468,800)
(4,181,289,999) 2,053,687,914

14,995,965,855 17,621,010,653

(4,629,429,544) (4,214,052,893)

(5,024,554,000) 6,926,178,790

24,199,042,997  (20,812,496,709)

253,866,799 (534,736,846)

2258484257  (19,087,762,765)
27,872,086,365  (18,048,171,856)
(107,770,000) :

27,764,316365  (18,048,171,856)

(3,042,294,417)

(2,989,808,223) .
(308,643,761) (40,825,087)
6,775,641,207 39,516,422
(777,283,742) (18,246,957)
(342,388,936) (19,555,622)
3,686,220,000 1,250,000,000
3,686,220,000 1,250,000,000

31,108,147,429  (16,817,727,478)

210,071,380,734  226,889,108,212
241,179,528,163  210,071,380,734

The accompanying notes from 1 to 27 are an integral part of these financial statements
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Gulf Commercial Bank (Private Shareholding Company)

STATEMENT OF CHANGE IN EQUITY

STANDALONE

FOR THE YEAR ENDED 31 DECEMBER 2021

2021

Balance at 1 January 2021
Net Loss for the year
Comprehensive income for the
year

Total comprehensive income
Gain from sale financial
assets at fair value through
OCI (Note 8)

Balance at 31 December
2021

2020

Balance at 1 January 2020
Net Loss for the year
Comprehensive income for the
year

Total comprehensive income
Balance at 31 December
2020

Paid Statutory Other Fairvalue Retained
Capital Reserve Reserves resemve eamings Total
IQD 1QD IQD 1QD 1QD 1QD
300,000,000,000 9,413,152,988 696,500,360 (8,027,484,477) 5,089,942 580 307,172,111 451
. . - - (5,038,769,658) (5,038,769,658)
- - 2,192,435,044 - 2,192,435,044
. - 2,192,435,044 (5,038,769,658) (2,846,334,614)
- - (240,190,000) 240,190,000
300,000,000,000  9,413,152,988 696,500,360  (6,075,239,433) 291,362,922  304,325,776,837
300,000,000,000 9,413,152,988 696,500,360 (8,492,014,816) 5,091,419,669 306,709,058,201
- - - - (1,477,089) (1,477,089)
. . 464,530,339 : 464,530,339
. - 464,530,339 (1,477,089) 463,053,250
300,000,000,000 9,413,152,988 696,500,360 (8,027,484,477) 5,089,942,580 307,172,111,451

The accompanying notes from 1 to 27 are an integral part of these financial statements
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Guif Commercial Bank (Private Shareholding Company)
STATEMENT OF COMPREHANSEVE INCOME
STANDALONE

FOR THE YEAR ENDED 31 DECEMBER 2021

Notes 2021 2020
IQD 1QD

Net Loss for the year (5,038,769,658) (1,477,089)
Change in fair value of financial assets at fair

value through other comprehensive income 8 2,192,435,044 464,530,339
Loss from financial assets through other

comprehensive income 2,192 435,044 464,530,339
Total comprehensive income for the year (2,846,334,614) 463,053,250

Head of Finance Chief Executive Officer Chairman of the Board of Directors
Luaiby Hato Khalaf Adel Nuri Al-Alem Mohamed Saleh Faraj

The accompanying notes from 1 to 27 are an integral part of these financial statements
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GULF COMMERCIAL BANK
Gulf Commercial Bank (Private Shareholding Company)
INCOME STATEMENT
STANDALONE
FOR THE YEAR ENDED 31 DECEMBER 2021
Notes 2021 2020
IQD QD
Interest income 19 3,746,205,631 6,668,966,833
Interest expense 20 (3,406,316,504) (3,294,975,250)
Net interest income 339,889,127 3,373,991,583
Net fees and commissions 21 1,651,639,969 1,740,330,492
Gain from foreign currency auction 21 4,496,915,400 6,571,447,111
Net interest and commissions income 6,488,444 496 11,685,769,186
Net gains from foreign currency exchange 375,440,257 224,585,910
Dividends 559,239,009 -
Capital gains 1,070,322,578 39,468,800
Other operating income 497,417,529 550,272,222
Net operating income and others 8,990,863,869 12,500,096,118
Employees’ salaries and its equivalent 22 (4,300,756,193) (4,406,521,956)
General and administrative Expanses 23 (7,801,075,097) (6,000,417,448)
Depreciation 10 (1,678,839,910) (1,719,937,803)
Provisions for property liquidation 17 (248,962,327) (266,926,000)
Total expenses (14,029,633,527) (12,393,803,207)
(Loss) profit for the year before income tax (5,038,769,658) 106,292,911
Income tax expense 16 - (107,770,000)
Net Loss for the year (5,038,769,658) (1,477,089)
Head of Finance Chief Executive Officer Chairman of the Board of Directors
Luaiby Hato Khalaf Adel Nuri Al-Alem Mohamed Saleh Faraj

The accompanying notes from 1 to 27 are an integral part of these financial statements
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Gulf Commercial Bank (Private Shareholding Company)

STATEMENT OF FINANCIAL POSITION
STANDALONE
AS OF 31 DECEMBER 2021

Notes 2021 2020

QD 1QD

ASSETS
Cash and balances with Central Bank 3 223,157,019,162 151,221,657,729
Due from banks and other financial institutions 4 47,485,613,341 83,288,273,345
Direct credit facilities, net 5 112,006,582,419 127,002,548,274
Investments in subsidiaries 6 11,300,000,000 11,300,000,000
Investments in associates 7 34,000,000,000 34,000,000,000

Financial assets at fair value through other
comprehensive income 8
Financial investments at amortized cost 9

20,775,439,837
3,042,294,417

15,593,196,570

39,658,853,234

Property equipment, net 10 32,638,818,456

Projects in progress 11 5,275,025,469 4,553,221,727
Other assets 12 48,809,962,296 44,180,532,752
Total assets 538,490,755,397 510,798,283,631
LIABILITIES AND SHAREHOLDER'S EQUITY

LIABILIMES

Customers’ deposits 13 204,966,518,867 180,767,475,870
Cash Margins 14 3,341,056,208 3,087,189,409
Long term deposits 15 6,944,848,615 3,258,628,615
Income tax provision 16 - 107,770,000
Other liabilities 17 18,912,554 870 16,405,108,286
Total liabilities 234,164,978,560 203,626,172,180
SHAREHOLDERS' EQUITY

Paid capital 300,000,000,000 300,000,000,000
Statutory reserve 18 9,413,152,988 9,413,152,988
Other reserves 18 696,500,360 696,500,360
Fair value reserve 8 (6,075,239,433) (8,027,484 ,47T7)
Retained earings 291,362,922 5,089,942, 580
Total shareholders’ equity 304,325,776,837 307,172,111,451
Total liabilities and shareholders' equity 538,490,755,397 510,798,283,631

On behalf of Gulf Commercial Bank - Baghdad

Head of Finance Chief Executive Officer Chairman of the Board of Directors
Lualby Hato Khalaf Adel Nuri Al-Alem Mohamed Saleh Faraj
Chartered Public Accountant Chartered Public Accountant
Fargad Hassan Ahmed Salman Saad Rasheed Jasim
Subject to our report Baghdad 2022

The accompanying notes from 1 to 27 are an integral part of these financial statements
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INTERNET BANK

the internet banking service by our bank making the our clients control their
transactions very easily, when the client access the internet banking service
page using username and password, the client will view and manage all accounts

belong, beside that the client can view the exchange rate of the Dinar compared

with foreign currencies
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ATM

/

is an electronic device through which cash can be withdrawn or a short account

statement eight transactions, or a balance sheet or a change password the bank
owns a range of internal exchanges available within its branches and a range of

foreign exchange dealersdistributed to the mostvital placesiniraq
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HISTORY OF THE BANK

Gulf Commercial Bank is a Private Joint Shareholding Company incorporated under the in
Corporation Certificate no. CR / 7002 dated 10/20/1999 issued from Companies Registrar
according to Companies Law No. (21) for 1997 (amended ) with a capital of (600) million Iraqg
dinar Fully paid, the Gulf Commercial Bank Started Banking business through the main branch
on 1/4/2000 after receiving banking licence issued from Central Bank of Iraq with the Number
B.C9/3/115 dated 02.07.2000 according to its law No. (64) for 1976 ( canceled ) to Bract ice its
banking business, the in Corporation contract had been amended by increasing the bank

capital several times to finally reach (300,000) billion Iraqi dinar after the legal procedures
completed on 07.11.2014 by companies registrar according to their letter no. 26790 dated
07.11.2014 the accounting records had been recorded on 12/12/2014, after reusing the

deposity the Central Bank of Iraq.
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