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Alhuda Bank

Alhuda Bank (Private Shareholding Company) — Baghdad
The Annual Report of the Board of Directors for the Year Ending on 31/ December / 2021

Ladies and Gentleman members of the General Assembly of Alhuda Bank Company Esaq.
Greetings,

We are pleased and honored to present to you the annual report on the activities of our bank
and its final accounts for the financial year ending 31/12/2021. In implementation of articles
(117and 134) of Companies Law no. (21) for the year 1997 amended and Article (45) of Banks
Law No. (94) for the year 2004 and the Instructions of Unified Accounting Code and Accounting
Rule No. 10 issued by the Council of Accounting Standards and Rules in the Republic of Iraq
and in implementation of International Financial Reporting Standards (IFRS) by International
Accounting Standards Board (IASB).

First: Summary about the Bank its activities and Main Objectives

A. The establishment of the bank

The Bank was established as a private shareholding company in Baghdad with a capital of (25)
billion Iraqi Dinars paid up in full according to the Incorporation certificate issued by the
Department of Companies Registration No. C.R. 01-7057 on 6/11/2007, after obtaining the
Banking License from the Central Bank of Iraq according to the letter of Directorate General of
Banking and Credit Monitoring No. 9/3/136 on 14/1/2008, the bank commenced its banking
work and provide services to the public via its main branch on 17/2/2008 and according to the
expansionist policy that it worked on and then opened other branches and extended its work to
include a number of governorates, below is a detailed schedule showing the bank’s branches
until 31/12/2021 .

Ser. | Name of branch

1 General Administration and | 17/2/2008 | Al-Jadiriya, Dist 915, St. 24, | Rental

Main Branch Bldg. 201
2 Al-Harithiya Branch 15/7/2008 | Kindi St. / Dist. 211, St. 9, H. 31 | Rental
3 Airport Branch 18/2/2009 | Baghdad International Airport/ | Rental

the corridor connecting between
Ninevah Hall and Babel Hall
next to Turkish Company

4 Karbala Branch 5/12/2010 | Karbala, Dist 103, St. 69, H. 5 Rental
Hay  Al-Baladiyat opposite
Department of Miners Cars in
Karbala

5 Thi Qar Branch 4/3/2012 | Al-Shuala area /Main Road /| Rental
Bldg. no. 118/71

B. The objectives and activities that the bank practices:

The bank carries out its basic activities related to investment and financing, under the direct
supervision and control of the Central Bank of Iraq under Law No. 56 of 2004 and the prevailing
Companies Law and any conditions attached to its licenses for practicing bankifig business
issued by the Central Bank of Iraq. f RPN
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Alhuda Bank

C. The nature of the activities carried out by the bank:

1.
2.

3.

4.

The Bank carries out all the other investment and banking activities.

The bank opens fixed current and saving accounts and accepts deposits of all kinds,
in Iraqgi and foreign currency.

The Bank grants loans and deposits and attracts deposits to be used in the fields of
investment and external transfers.

The bank issues internal letters of guarantee and the rest of the banking activities
stipulated in the articles of incorporation.

D. Amendments occurred on its capital and its dates:

The bank was established with a capital of (25) billion Iraqgi dinars paid up in full as we
mentioned, later many increases took place the latest on 11/7/2013 to become (250)
billion dinars as shown below:

On 17/3/2011 It was increased by 200% in accordance with Article 55 first of the
Companies Law, bringing the capital to 75 billion dinars.

On 8/9/2011 there was another increase in accordance with Article 55 first and
second amounted to (25) billion, bringing the capital to 100 billion dinars.

On 7/10/2012 it was increased to 175 billion dinars.

On 11/7/2013 there was another increase bringing the capital to 250 billion dinars
which is required by the Central Bank of Iraq, the fourth article of the establishment
contract was amended by the certification of Companies Registration Department on
31/7/2013.

Second: Analytic and Detailed Data
A. Contracts concluded during the year:

1.

2.

3.

A building cleaning contract was concluded with Rawa’a Al Anamel Cleaning Services
Company, with an amount (6500 thousand)to be paid every three months.

Contract concluded to buy International Check List System with an annual amount of ($
2500) dollars.

Contract concluded with Radet Alardh for Ineternet Services with monthly subscription
(3030 thousand) dinars to provide the bank with internet services with logistic support
service and internal and external connection and maintenance.

4. It renewed the previous contracts with the same conditions and as follows:

Renewal of the subscription contract for the Swift service with the United Engineers
Company in the amount of (15 332) Euro annually with an amount of (15 000) dollars
as wages for support and providing the service with the conclusion of a new
agreement for the Computer Security Program (CSP) for Swift System and a contract
for connecting the Swift system through the satellite (V SAT) with the conclusion of a
contract for the banned names detection system (FIRCO FILTERB SUITE).

Renewal of the subscription contract in the instant total settlement system(R”l‘@S) with
the Central Bank with the amount of (750) thousand dinars. -* P o\
Renewal of insurance contract on fixed assets and cash on ihand a;a\efvhen
transporting. |

A contract with AEG Company dated 31/7/2018 for the amount of 35 %b»ﬁgljars {fa;d
once and 10 000 dollars for an annual subscription on SMART CLEAF%\/'R vm“*
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B. Profit Net

The bank realized a gross profit of (1,515,386 thousand) dinars during the year 2021 before
the tax calculation what is equivalent to (0.6%) from paid up capital and this profit is subject

to the following deductions:

Name of account Dinar

Tax allocations 241,250
Legal reserve for the capital 63,707
Total amount deducted 304,957
Net profit distributable to shareholders 1,210,429
Profit percentage distributable to the capital 0.4%

We recommend the distribution of the profit to the account of profit and losses forwarded so the

balance becomes (49,072,617 thousand) dinars.

C. Allocation of Balances and its using

The bank maintains various allocations on an ongoing basis, the purpose of which is to cover
some risks and some expenses in accordance with what is stipulated in the accounting
norms and principles issued by the related competent authorities in this regard. In 2021, the
allocations of all kinds were recalculated and some of them were increased to become the
final balance at the end of the year (16,931,224 thousand) dinars, after it was (16,638,088
thousand) dinars at the end of 2020, and allocation for liquidation of real estate was created
in the amount of (13,030 thousand) dinars, and below is a statement showing the details of

the allocations:

Name of account 2021 2020
Allocation of Cash Credit Risks 13,737,413 13,354,971
Allocation of Contractual Obligations Risks 1,206,637 1,599,108
Tax allocations 241,250 529,342
Accumulated Depreciation Allocation 975,315 887,112
Allocation of Falling Value of the Financial Investments 805,652 720,990
Allocation of Real Estate Liquidation 130,300 0

D. Other Expenses

In year 2021, the amount and expenses to fulfill work requirements and banking activities
were paid, below detailed schedule stating the amounts:

Name of account 2021 thousand dinar
Advertisement and Publicity 1,672
Publication and printing 1,239
Hospitality 17,911
Travel and delegation 11,874
Rewards for non-workers 5215
3
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Third: Board of Directors and Managing Director
A. The board of directors consist of seven original and seven reserve, following are the
names of the original members' name and their participation in the capital of the bank
as on 31/12/2021:

Name Position Participation
Mr. Hamad Yasir Al-Mosawi (resigned) Chairman of BOD 24,935,600
Mr. Abdul Kareem Torki Hendi Vice-Chairman of BOD 19,901,960
Mr. Hussain Salman Enad Al-Shammari | Managing Director- resigned | 1,651

Mr. Kadhim Yasir Al-Mosawi Member 24,935,600
Mr. Abbas Yasir Al-Mosawi Member 24,935,600
Mr. Fadhil Abbas Hasan Member 2123

Ms. Helema Yasser Al-Massawi Member 2,123

B. Members of the Reserve Board of Directors

Mr. Basim Salih Mahdi Mrs. Zainab Yasir Mohsin
Mr. Abdul Kareem Salman Habub Mr. Mustafa Hamid Hussein
Mr. Mohammed Ghazi Ali Mrs. Nahidah Hamid Hussein

Mrs. Shurooq Hamid Hussein

C. None of the aforementioned persons received a bonus, loan, or any other benefits, nor
did they receive salaries from the bank.

D. The number of sessions held by the Board of Directors is (8) sessions during the year
2021.

E. the shareholders who has more than 5% of the capital of the bank are as follows:

Name of the shareholder Percentage of shares
1) Hamad Yasir Al-Mosawi 9.97%
2) Kadhim Yasir Al-Mosawi 9.97%
3) Mustafa Hamad Yaser 9.97%
4) Abdul Kareem Torki Hendi 7.96%
5) Rajaa Yasir Mohsin 9.97%
6) Altaib Hamad Yaser 9.97%
7) Qaswar Hamad Yaser 9.97%
8) Abbas Yasir Al-Mosawi 9.97%
9) Asaad Razzaq Mahdi 9.17%
10) Ali Saleh Mahdi 8.77%

F. Managing Director for the bank the year
The managing director of the bank during the year is Mr. Qeedar Abdulrahman
Abdullah and he is still continuing in his post. Below a schedule stating the names and
titles of the employees of the bank who earned the highest income during the year
excluding the managing director:

Name Position

Mr. Shaymaa Wael Mahmood Assistant Managing Director

Mr. Sadeq Jaafar Al-Shammaa Compliance Officer

Mr. Majed Hamed Hussein Advisor

Mr. Abbas Khalaf Azeez System Division Director

Mr. Abeer Zaki Abdul Khalik Director International Department
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D. Number of Sessions of the Board of Directors:

During 2021, the Board of Directors held (8) meetings without any of the members,
including the Chairman, receiving cash or in-kind rewards for attending these meetings.

Fourth: Salaries, wages and employment:

A. The number of employees at the end of this year reached (214) employees, after their
number at the end of last year was (187). The salaries and wages paid to them, including
incentive bonuses, transportation of workers, wages of training and rehabilitation, as well as
contribution to social security (3,252,077 thousand) dinars compared to (3,418,874

thousand) dinars in the last year.

In addition to the aforementioned, the bank’s employees have obtained other advantages,
as some of them have been involved in training courses for various specializations and job
levels, and the bank continues to provide training opportunities for a larger number of

workers during the next year, God willing.

Below is a schedule showing the number of courses that our bank employees participated
in, in addition to the number of employees participating in those courses

Subject of the course No. of Place or organizer
participants
Course/ Certified Trainer and Facilitator | 2 Joint Efforts Group (Electronic
Certificate platform)
Course/ International Standard for the Quality of | 1 Joint Efforts Group (Electronic
Human Resources Reporting (ISO 30414) platform)
Workshop/ Between Insurance Diwan and | 1 Central Bank of Irag/ Banking and
Insurance companies and banks credit Monitoring
Workshop/ Renewable energy opportunities and | 1 Central Bank of Irag/Department
challenges in Iraq of Financial Operation and Debt
Management
Course/ Professionalism in customer experience | 2 Joint Efforts Group
management and return measurement
Workshop/ Supervisory Work Guide - Risk | 1 Central Bank of Iraq/ Banking and
Management regulations in Conventional Banks credit Monitoring
(commercial)
Workshop/ Economic Empowerment of Women | 2 Central Bank of Irag/Center for
in Iraq: Roles and Motivation drives Banking Studies
Training program/ Certified Public Relations and | 2 Joint Efforts Company
Media Specialist Certificate (Electronic platform)
Strategic Planning Samples 2 Joint Efforts Group (Electronic
platform)
Financial Manager Training Program 1 Central Bank of Irag/Center for
Banking Studies
Workshop/ Role of Chief Information Security | 1 Central Bank of Irag/Center for
Officer Banking Studies
Training course/ Certified Ethical Hacker 1 Joint Efforts Grou (ELEtromc
platform) \SLA4;
y ”\‘-I/;\‘,?-T\- s
.- ;i" 8 ~
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transfers

Training program/Development of Relations |2 | Joint Efforts Group (Electronic

Manager Skills platform)

Workshops/ finance system concerning the |2 Central Bank of Irag/Financial

| General Secretariat of Council of Ministers Operations and Debt
Management Department

Workshops/First for SWIFT group for year 2021 | 2 Central Bank of Irag/ department
of Investment and Foreign
Transfers held in (Arab Emirates -
Dubai)

Program of Manager of Anti-Money Laundering | 1 Central Bank of Iragq/ Banking

and Financing Terrorism Department Studies Department

Seminar/ Mechanism of opening government | 2 Central Bank of Irag/ Banking

documentary credits at private banks Monitoring department

Course/ documentary credits and foreign |2 Joint Efforts Group (Electronic

platform)

B. the following is the distribution of employees according to the administrative and technical

levels on the end of year 2021:

Position Number
Managing Director 1
Assistant Managing Director 2
Advisor 2
Compliance officer 1
Manager 1%
Branch Manager 4
Assistant Manager 14
Executives 93
Guards 84
Total 214

The bank continued its efforts to attract good new employees with experience with high
efficiency, with a focus on university degree holders who have a good ability to work in banking
in its various activities, in addition to their ability to use the computer, as the bank is moving to
all advanced and modern fields to comply with the rapid development in the banking business. .

Fifth: Financial and general indicators of the bank’s performance during the year 2021

A. Financial position of the bank:

The financial position of the bank that is the total budget reached (418607983 thousand)
dinars as on 31/12/2021 whereas the financial position in the previous year reached
(416321584 thousand) dinars that is (1%) increase.
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B. Bank's Assets:
1. Real estate owned by the bank
The bank has a many real estate in Baghdad, Karbala and Babel that was purchased

with the approval of the Central Bank of Iraq in support of its financial position and its
exploitation for its business and its details:
The main building located in the Karrada area / Al Wihda / Dist. 902 / St. 12 / Bldg. 4
and occupied by the general administration of the bank and the main branch.
A structure of a large building in Karbala, built on plots no 281/3, 281/4 and 281/6.
- Plot No. 323/286/ Bataween - Baghdad.
- Plot no. 323/1110 / Bataween - Baghdad.
- Plot no. 1/48/325 / Al-Zwiya, Baghdad.
2. Acquired Real estate as a result of debt settlement

Two houses in the Babel province transferred to the bank as a result of a debt settlement and
was registered in the name of the bank. The approval of the Central Bank was obtained
according to its letter No. 9/ 3/16570n 6/7/2015, which is as follows:

- Residential house No. 24/ 3903 County 11 Wissa / Babel
Residential house No. 24/3822 Country 11 Wissa / Babel

The bank has calculated the allocation for real estate liquidation in the amount of (130,300
thousand) dinars based on what was stated in the letter of the Central Bank of Iraq, the Banking
Control Department No. 9/2/7395 dated 15/4/2021.

C. Bank's activity
Below the results of bank's activities for the financial year ending on 31/12/2021

Branch name Revenues Expenses Profit (Loss)

Thousand dinars | Thousand dinars | Thousand dinars | Percentage
General 43,940 3,678,694 (3,534,754) (233)
Administration
Main Branch 7.277,337 1,238,843 6,038,494 398
Al-Harithiya 399 382,356 (381,957) (25.2)
Airport 259 102,619 (102,360) (6,7)
Karbala 26,035 326,966 (300,931) (19,8)
Thi Qar 212 203,318 203,106 (13,3)
Total 7,348,182 5,832,796 1,515,386 100%

D. Revenues and expenses:

Gross revenues of the bank amounted to (7348182 thousand) dinars while the gross expenses
amounted to (5832796 thousand) dinars, therefore a surplus realized before tax amounted to
(1515386 thousand dinars against (3251578 thousand) dinars in the previous year.
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E. Financial ratios:

The ratio of cash flows, which represents the net liquid amounts / deposits,
excluding the banks (700%), and this ratio indicates the ability of the bank to pay
immediately for short-term liabilities in cases of necessity.

The profitability ratio, which represents the profits achieved / the capital it
reached (0.6%).

The activity cost ratio, which represents the ratio expenses/ revenues, it reached
(79.3%).

As for the capital investment ratio that shows the amount of cash credit +
investments / current accounts and deposits, it reached (30.1%).

Return on assets represents the ratio of realized profits/ assets is (0.3%).

As for the financial leverage ratio, the gross current accounts and deposits /
capital + reserves is (18.7%).

F. Granted Credit

The bank is still holding to the approach and policy used to provide credit facilities to
individuals and companies, taking a policy of caution and precaution as a safe approach
to avoid the risk of default in payment, knowing that it had provided loans for small and
medium projects issued by the Central Bank of Iraq and the entire amount of the
initiative was used and now the bank is in the process of receiving installments and
following up on bad debts.

Below is a detailed schedule in thousands of dinars for the cash credit granted as on

12/31/2021.

Name of account 31/12/2021 31/12/2020
Long-term loans/ private sector /Persons 329,509 553,667
Debit Current Accounts / private sector /Companies | 399,054 431,489
Debit Current Accounts / private sector /Persons - 508,105
Total 728,563 1,493,261

Statement of distribution of cash and contractual credit according to the sectors as on

31/12/2021

Ser. | Economic sectors Cash credit contractual credit
1 Transferable industries 102,193

2 Whole and retail trade and restaurants 4,379,632 2,456,964

J Society service 41,834 96,773,653

4 Constructing and building 521,706 22,961,108

5 Total 5,045,365 122,191,725

G. Adequacy of the bank's capital

The capital adequacy ratio reached (262%) on 12/31/2021, according to the weighted
risks of the balance sheet items, noting that the minimum set according to the

instructions of the Central Bank of Iraq is (15%)
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H. Cash
The money balance decreased at the end of the year 2021 to (374,442,418 thousand)
dinars, after it was in the last year (389,907,288 thousand) dinars. This account includes
bank’s cash on hand (main branch and branches) and the balance of free cash in the
Central Bank of Irag and the balance of the cover of The legal requirement for deposits
and bank balances with its correspondents at home (local banks) and abroad (foreign

banks).
Cash statement as on 31/12/2021

Cash types Iraqgi currency Foreign currency | Total Percentage
Cash by hand 1594636 608,873 2,203,509 0.6%
Cash with central | 354,402,569 3,760,464 358,163,033 | 95.7%
bank of Iraq
Local Banks 251,614 123,322 374,936 0.1%
Legal cover 7,324,662 583,071 7,907,733 2.1%
Foreign Banks 958,888 958,888 0.3%

4,834,319 - 4,834,319 1.2%
Total 368,407,800 6,034,618 374,442,418 | 100%

Current Accounts and Deposits
The deposits of all kinds are the main and basic resource for the bank’s work and for

financing the various banking activities

Our bank attracts the largest number of customers and also prices to expand the volume
of deposits. During the year 2021, the bank was able to achieve a good balance
amounting to (57,228,972 thousand) dinars, which increased from last year 2020,
reaching (55,553,928 thousand) dinars, where deposits constituted a percentage of
(12.8%) of the total liabilities after excluding the contra accounts and the statement
below showing the details of those deposits:

Deposit type 31/12/2021 31/12/2020

Debt current accounts 52,679,889 92% 51,023,596 | 91.9%

Accounts of current nature 1,601,828 2.8% 2,002,287 | 3.6%

Savings account 2,459,256 4.3% 2,084,046 | 3.7%

Fixed deposits 488,000 0.9% 444 000 0.8%

total 57,228,973 100% 55,653,929 | 100%
9
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E. Financial Investment:

The investment in the shares of the companies circulated in the Iragi Stock Exchange was
re-evaluated at fair value and according to the prices of the last session of the year 2021.
As for the investments that cannot be measured at fair value, they are valued at the cost as
it is shown in the following table:

Name of the company

No. of shares
Dinar

Purchase cost
Dinar

Price of the share
in the market/

Market value
Dinar

Dinar
United Bank 673,232,964 |736,476,728 0,110 74,055,626
Trade Bank of Iraq 69,444 442 74,959 562 0,620 43,055,554
Sumer Bank 36,343,204 34,643,888 0,380 13,810,418
Tourism Investment Company | 13,777,333 119,740,144 8,650 119,173,930
Al-Kindi for vaccines Production | 81,145,489 62,281,852 1,560 126,586,963
Baghdad for Soft Drinks 14,403,573 17,334,314 4,300 61,935,364
Metal and Bicycle Industries 2.776.579 7,582,404 2,320 6,441,663
Foodstuff Industries 7,339,311 19,437,089 Out of circulation | 19,437,089
Modern Paints 15,933,452 39,271,179 1,250 19,916,815
Light Industries 6,006,992 14,187,304 0,310 1,862,168
Al-Hilal Industries 40,000,000 39,435,200 0,480 19,200,000
Al-Iragiya for Bank Guarantees | 48,375,000 48,375,000 10% 4,837500
Shaat Al-Arab for Insurance 375,000,000 | 375,000,000 10% 37,500,000
Federation of Private Banks 400,000,000 |400,000,000 10% 40,000,000
The Iraqi Company for Deposit | 789,473,680 | 789,473,680 789,473,680
Insurance
Banking Studies Center 10,000,000 10,000,000 10,000,000

Total

2,573,252,019

2,778,198,344

1,387,286,770

Deduct/ allocation for decline in the value of

investments

(805,652,009)

Collection value

1,972,546,335

10
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Seventh: External Relations and Correspondents Abroad:

6. Correspondents abroad:

In order to facilitate the task of executing foreign transactions such as documentary letters of
credit, remittances and other foreign transactions, the Bank exerts distinguished and unremitting
efforts in expanding its external banking relations with a group of sober Arab banks for the
purpose of diversifying the Bank’s activities and expanding its customer base, which is reflected
positively on the results of its work and the goals that it aspires to achieve, and below is a
statement explaining its dealings with the following banks:

Beirut Bank — Beirut

National Bank — Abu Dhabi

Housing Bank - Amman

Jordan Bank - Amman

Arab African Bank - Dubai

Egypt - Dubai

Eighth: Judicial Lawsuits:

8

2.

b

The bank filed a lawsuit in the amount of (232,642 thousand) dinars for the sale of a real
estate by public auction and is awaiting the date of the auction.

The bank filed a lawsuit in the amount of (16,663 thousand) dinars for the sale of a real
estate by public auction, and the sponsor was notified, and the lawsuit is still pending.

A lawsuit was filed against a borrower for the amount of (5,552 thousand) dinars, and a
decision was made in favor of the bank

A lawsuit was filed against an advance debt of (3,960 thousand) dinars, and a decision
was made in favor of the bank

The bank sued the violator of a house in favor of the bank

A lawsuit was filed against the bank for the purpose of stopping the procedures for selling
a real estate, and a preliminary decision was issued in favor of the bank

Ninth: Accounting Policy

The historical cost in recording accounts was adopted in accordance with the recognized
local and international accounting principles and standards, and the regulations and
instructions issued by the Central Bank of Iraq as the director of banking policy. The
unified Accounting Code for banks was adopted in preparing the financial statements
according to the accounting principles recognized in the banking sector and in
accordance with the requirements of related instructions and laws, as follows; -,

"~

o ol A2, N
- 1. Adoption of the accrual principle in recording revenues and expenses’ excludi ’g\he
income from investments in shares, where the income is recorded on thedat ?ff}its

receipt. O, Sy

2. The depreciation was calculated on fixed assets using the fixed"préﬁium‘%ethod
with ratio of (2%) for the buildings and (20%) for the rest of the fixed assets, as well
as the deferred management expenses were amortized by (20%) as well.

3. The foreign currency rates announced by the Central Bank were adopted in the daily

transactions, and the accounts were evaluated in dollars at a price of (1,460) dinars
per dollar.

11
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Tenth: Corporate Governance Committee

The bank’s Board of Directors adopted serious steps to accomplish corporate governance and
in accordance with what was stated in the letter of the Central Bank of Irag No. 9/6/422 dated
21/11/2018, where the bank’s corporate governance guide was completed and in accordance
with the minimum requirements of the governance guide and its purpose is to activate the
supervisory work to reach disclosure and transparency in the completion of reports and inform
the stakeholders and the public by publishing the governance guide on the website of the bank,
where four committees emerged from the Board of Directors, and the Board's committees play
an important role in supporting the Board of Directors during the decision-making process,
therefore an appropriate number of committees should be formed according to the size of the
bank and the diversification of its activities, provided that the following committees are available
as a minimum (the Governance Committee, the Audit Committee, the Risk Committee, the
Nomination and Remuneration Committee), which are as follows:

Private committee of the board of Directors:

First: the Governance Committee

The committee consists of three members, the majority of whom are independent and non-
executive members, provided that the committee includes the chairman of the board.

The committee consists of the gentlemen listed below:

1. Mr. Abdul Kareem Turki Hindi Head of the Committee

2. Mr. Basim Salih Mahdi Member

3. Mr. Qeedar Abdulrahman Abdullah Member

Tasks of the Committee
1. Reviewing the implementation of this guide, supervising the preparation of the corporate
governance guide for the bank in accordance with the size of the bank’s operations and
the multiplicity and diversity of its activities, updating it and monitoring its implementation
2. Supervising and preparing the governance report and including it in the annual report of
the bank.
3. Ensuring that the bank applies the principles of corporate governance and its sound
practices.
Second: Auditing Committee
The committee consists of at least three members, provided that they are independent
members of the Board of Directors, consultants, or experts in the financial or audit field with the
approval of the Central Bank. The chairman of the committee must be an independent member
of the Board of Directors, otherwise he may be a member of another committee emanated from
the Board. The Board must ensure that all members of the Committee have appropriate
financial capabilities and experience, including:
- Experience in audit practices and procedures.
- Understand the means and methods of internal auditing and procedures for preparing
financial reports.
Awareness of the accounting principles applicable to the financial statements of the bank
Understand the duties and importance of the audit committee.
The ability to read, understand and evaluate the bank's financial statements, including
the balance sheet, the income statement, the cash flow statement, and the statement of
changes in shareholders' equity.

12 : ,r',...G\T/C
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The committee consist of the persons whose names are listed below:
1. Mr. Fadhil Abbas Hasan

2. Abbas Yasir Mohsin

3. Mrs. Halima Yasir Mohsin

* Tasks and Authorities of the Committee

Determining the scope, results and adequacy of the internal audit, following up on the
external auditor and discussing his reports.

Follow up on accounting issues that have a material impact on the bank's financial
statements.

Monitoring the internal control and control systems in the bank.

Ensuring compliance with international and anti-money laundering standards in all
activities and operations of the bank, is the right of the Committee.

Investigate, research and audit any operations, procedures or regulations that it
considers to affect the strength and safety of the bank.

Recommending to the Board of Directors the approval of the bank’s organizational
structure and the creation or cancellation of organizational formations or their merging,
as well as specifying and amending the tasks and functions of these formations.
Reviewing the annual training and development plan and following up on its
implementation, as well as reviewing the reports of the executive management on the
status of human resources.

Review the policies and instructions related to appointment, promotion, resignation and
termination of service of all bank employees, including the executive management, taking
into account the provisions of the laws in force.

Third: Nomination and Remuneration Committee:

The committee is composed of at least three non-executive members, provided that the Head of
the committee is an independent member, and the committee members must have experience
in risk management, practices and related issues. The committee consists of the persons listed

below:
i

Mr. Abdul Kareem Turki Hindi

2. Mr. Kadhim Yasser Mohsin s
3. Mr. Fadhil Abbas Hasan _ {*
4. Mr. Qeedar Abdulrahman Abdullah VLSRN
5. Mrs. Zainab Hameed Hussein \:\“;L_;
Tasks of the Committee: & _: e

Reviewing the bank's risk management strategy before it is approved by the Board.
Reviewing the credit policy and submitting recommendations thereon to the Board of
Directors for the purpose of approval, as well as supervising the implementation of the
credit policy proposed by them.

Monitoring the “credit risks” borne by the bank, whether related to the “standard
approach” or the “internal rating based approach,” “operational risk,” “market risk,”
‘supervisory review,” and “market discipline” mentioned in the decisions issued by the
Basel Committee for banking supervision.

Determining the credit ceiling that does not exceed the authority of the managing director
or the regional director.
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- Monitoring the ability of the bank to avoid liquidity risks in accordance with Basel (lIl)
decisions, including liquidity standards
Recommending the abandonment of the activities that cause risks to the bank and that it
does not have the ability to face it.
Ensure that the bank complies with the regulations, instructions and policies related to
risk management.

Fourth: Nomination and Remuneration Committee:

The Committee consist of at least three members, provided that they are independent or non-
executive members. The Chairman of the Committee shall be an independent member.
The committee consists of the gentlemen whose names are listed below

1. Mr. Qeedar Abdul Rahman Abdullah.

2. Mr. Kadhim Yasser Mohsen

3. Mr. Fadel Abbas Hassan

4. Mr. Basim Salih Mahdi

Tasks of the Committee:

- Determining the persons qualified to join the membership of the board of directors or senior
management of the bank, excluding the identification of the persons qualified to work as the
Director of Internal Audit, which is the responsibility of the Audit Committee.

- Preparing the remuneration policy and submitting it to the Board of Directors for approval
and supervision of its implementation, taking into consideration the following:

1. To be in line with the principles and practices of sound governance and to ensure that the
long-term interests of the bank dominate over immediate or short-term considerations.

2. The extent to which the bank achieves its long-term goals according to its approved
strategic plan.

3. Ensuring that the policy of granting remunerations takes into account all types of risks to
which the bank is exposed, so that the profits achieved are balanced with the degree of
risks involved in banking activities and business.

4. The remuneration and salary policy must include all levels and professions of the bank’s
employees and periodically review of the policy of granting remunerations, salaries and
incentives or when the board of directors recommends this, submitting recommendations to
the board to amend or update this policy, and conducting a periodic evaluation of the
adequacy and effectiveness of the policy of granting remunerations, salaries and incentives
to ensure the achievement of its stated objectives.

5. Establishing a policy to replace the ensure the functions of the executive management of
the bank, provided that they are reviewed at least annually, so that the bank is ready to deal
normally with any change that may occur to the occupants of the executive management
positions without affecting the performance of the bank and the continuation of the
implementation of its operations

6. Ensuring the preparation of plans and providing training programs for the members of the
Board of Directors and qualifying them on an ongoing basis to keep pace with all the
important developments in the field of banking, financial, commercial and Islamic services.

7. Supervising the process of evaluating the performance of human resources in the bank,
especially the executive management, reviewing the reports that are relatedj.e—{hem and
submitting recommendations regarding that to the Board of Directors A *f/
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Conclusion:

In conclusion, the bank’s management would like to express its thanks and appreciation to its
customers for their preference to deal with our bank to accomplish their various works as a
result of their high confidence and appreciation in the management of our bank and the quality
of services provided to them and the good dealing with them by the bank’s staff.

We also extend our thanks and appreciation to all the working employees, especially the
distinguished ones, for their efforts exerted for the purpose of achieving the desired goals,
especially those who worked on preparing the balance sheet for the year 2021 and the attached
reports, wishing everyone continued success and prosperity.

We cannot but to offer our sincere appreciation to all government departments and institutions
that supported our bank and provided their support, headed by the Central Bank of Iraq in all its
esteemed departments. We also thank the auditors for checking our bank accounts for this
year.

-Sgd.- -Sgd.-
Qeedar Abdulrahman Abdullah Abdul Kareem Turki Hindi
The Managing Director Vice-Chairman of BOD
Seal Seal
Haitham S. Khudhur and his Partners Company Ahmed Hashim Ahmed Al-Sabagh
Public Accountants and Auditors Certified Public Accountant and Auditor

License No. 342
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The report of the Accounts Reviewing Committee for the year 2021

Ladies and Gentleman shareholders of Alhuda Bank Esq.,

Greetings,
In accordance with the provisions of article (24) of Banks Law No. 94 for the year 2004 and article (133),
and in reference to the decision of the General Assembly of the bank a accounts reviewing committee
was elected, consist of the following persons:

1. Mr. Fadhil Abbas Hasan

2. Mr. Abbas Yasir Mohsin
3. Mrs HalimaYasir Mohsin

The committee carried out the work which was assigned to, that is examining, auditing and reviewing the
financial statements of our bank for the period from 1/1/2021 to 31/12/2021 and the report of the Board
of Directors prepared in accordance with the requirements and provisions of Companies Law No. 21 for
the year 1997 amended and the instructions issued accordingly, and Banking Law No. 24 of the year 94
and the instructions of the Central Bank of Iraq. The data and information that was necessary to protect
the rights of shareholders were reviewed in accordance with the legislation in force and in accordance
with the recognized audit and review procedures locally and internationally.

Based on what we have obtained of data and information, we support all explanatory notes included by
the auditor, and we would like to state the following: The committee is pleased to present its annual
report for this year and as follows:

1. The financial and accounting data and information included in the bank’s annual report for the
year 2021 give a true, realistic and comprehensive picture of all the banking activities that the
bank established during the current year.

2. In preparing its financial statements, the bank relied on the basics, regulations, and procedures
that are consistent with the recognized international accounting principles and norms.

3. Follow-up the work of Anti-Money laundering unit during the year and ascertained that there is no
operations violates the instructions for Anti-Money laundering.

4. The committee followed up the works of the control and internal auditing and reviewed the reports
and observations issued by it and the measures taken in their regard.

5. The Committee reviewed the auditor's report regarding banks' work during the year and final
accounts for the year ending on 31/12/2021 and follow-up on the observations mentioned and
ascertained of adopting the necessary procedures.

6. The committee acquainted itself with the report of the board of Directors prepared according to the
requirements of Companies Law and Accounting rule no. 10 issued by the Accounting Standards
Board and found it reflecting of the bank’s activity, performance and reasons.

7. The committee made sure of the safety of the risk management process and the soundness of the
foundations upon which it was built, and the committee found that the bank maintained high
liquidity, which made it far from risks.

8. The committee followed up all the measures taken by the bank regarding the requirements of the
Central Bank, including financial statements, monthly and quarterly balances, and reports related
to liquidity, mandatory reserves, and control of its limits.

9. The committee followed up the process of receiving the settled installments of the initiative of the
Central Bank of Iraq for the owners of small projects, which was good, as well as following up the
defaulters in the payment of the installments due for the purpose of meeting them in full.

With appreciation.

-Sgd.- -Sgd.- -Sgd.-
Fadhil Abbas Hasan Abbas Yasir Mohsin, . Halima Yasir Mohsin
o\
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((Report of the Compliance Officer))

The Bank’s commitment and compliance with the Central Bank of Iraq Law No. 56 of 2004, its
instructions and directives, the Anti-Money Laundering and Counter Terrorism Financing Law
No. 39 for the year 2015 and the Private Banks Law No. 94 for the year 2004 were monitored
and evaluated. It is our duty to point out and diagnose errors and violations to avoid risks in
cooperation with the various departments of the bank, below are our most important activities
for the year 2021:

1

We reviewed the reports of the supervisory committees of the Central Bank of Iraq, and
studying their observations and recommendations, and following up on the treatments
and measures taken in their regard.

. We support the existence of written financial and administrative powers for the managing

director.

We reviewed the bank credit transactions, which were in conformity with the
requirements of the guiding regulations issued by the Central Bank of Iraq and the
instructions and directives in this regard, noting that the managing director and members
of the Board of Directors have no interest in them.

We reviewed the bank’s procedures when opening current accounts for customers and
found that they met the banking instructions, especially the instructions and directives of
the Anti-Money Laundering and Financing Terrorism and Risk Management Law, and it
was ensured that current account holders were not included in the banned lists locally
and internationally and the implementation of the instruction concerning the (KYC) form.
The final financial statements of the Bank for the year ended on 31/12/2021 and the
planning budget for the fiscal year 2021 were reviewed.

The employees were involved in courses held at the Central Bank of Iraq and the League
of Iragi Banks to improve the performance efficiency in all banking fields in order to
provide the best banking services.

After reviewing all the various activities of the bank, it was noted that the bank complied with
the laws, regulations, instructions and directives issued by the Central Bank of Iraq, the
Board of Directors and the related official departments.

-Sgd.-
Dr. Sadeq Jaafar Ridha
Compliance Officer

Seal: Alhuda Bank/ General Administration/ Department of Compliance Officer
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Haitham S. Khudhur and his Partners Company Ahmed Hashim Ahmed Al-Sabagh
For Accounts Control and Auditing— Cooperative- Baghdad Certified Public Accountant and Auditor

No.: 90/490/22
Baghdad on 16/4/2022

To/ Messer Shareholders of Alhuda Bank (Private Shareholders company) Esq.

Sub./ Report of the Auditor
Greetings,

We are pleased to inform you that we have examined the balance sheet of Alhuda Bank (a
private shareholding company) - Baghdad as it is on 31 December 2021, the profit and loss
account, the statement of changes in the owners’ equity, the cash flow statement for the
financial year ending on the same date, the clarifications and the annual report of the bank’s
management prepared in accordance with the provisions of the Companies Law No. 21 of 1997
amended, and the regulations and instructions issued according to it and the Banking Law No.
94 of 2004 in accordance with the recognized accounting auditing standards. We obtained the
information and clarifications that, in our opinion, were necessary to perform our task, which we
carried out in accordance with the prevailing legislation, and in accordance with the customary
audit procedures, which included the necessary tests for the aspects of the bank’s activity that
fall within our jurisdiction.

Responsibility of the Management:

The management is responsible for preparing and disclosing these data in accordance with the
international accounting standards, in addition to its responsibility for preparing a system of
internal control, especially with regard to preparing and disclosing financial statements in a fair
manner and free from material errors that may be caused by errors and manipulation. This
responsibility also includes the selection and implementation of appropriate accounting policies
and the use of reasonable accounting estimates.

Responsibility of the Auditor:

Our responsibility is to express an impartial technical opinion on the financial statements
submitted to us, in accordance with the local and international audit manuals and standards.
These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the statements are free from any fundamental mistake, including our examination
on a test basis of the data and the supporting documents for the amounts appearing in the
balance sheet and other final accounts for the financial year ending on 31/12/2021, and their
disclosure. It also includes a reasonable assessment of the accounting principles and bases
adopted by the management, and we believe that our audit provides a reasonable bases for the
opinion we express, and we have the following clarifications and observations:

1. Implementation of the International Accounting Standards:

A. Al-Huda Bank has applied international accounting standards for the fourth year in
presenting the financial statements, and it has also adopted the principle of recording
at historical cost in evaluating property, buildings and equipment. e
B. With regard to the application of International Financial Reporting Standard:No« (9)
(IFRS), the Bank has formed a committee for the purpose of foll,o‘w_'\‘ up “the!
implementation of this standard. ( ﬁ? -
I
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2. Basics of foreign currency valuation:
Assets and liabilities were priced in foreign currency as on the balance sheet date at a
rate of (1,460) dinars per dollar. As for the expenses and revenues realized during the
year in the foreign currency, they were priced at the current rate on the date of its

inception.

3. The amount of cash purchased from the currency auction window:
The amount of cash (dollar) that was sold to the bank to finance foreign transfers from
the currency auction window during the year 2021 reached (915,479,000) dollars,
according to the confirmation of the bank.

4. Cash and alike:

The cash consists of (Cash in the bank safe; cash with the local banks, cash with the
Central Bank of Iraq and foreign currency cash with the external banks) and we have in
this matter the following:

A. Cash on hand

The cash in the fund amounted to (1,594,636,000) dinars and the amount of
(608,873,000) dollars as on 31/12/2021, which matches the results of the
inventory of the General Administration Fund and the branches, noting that we
were not able to supervise the inventory operations in some branches and the
balances of records were approved for the purposes of the financial statements.

B. Accounts balance with central bank

The following is a summary of the current account balances with the Central
Bank of Iraq as of 31/12/2021

Details Thousand dinars
Floating current account with the Central Bank 358,163,033

Legal Reserve (cover) 7,907,733

Reserve of deposits of letters of guarantees 4,834,319 |
Total according to the balance of Central Bank at the bank 370,905,085 ]
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C. Cash with foreign banks:
The balance of cash with foreign banks reached what is equivalent to (958888
thousand) dinars. The statements received from those banks were relied upon to
verify the validity of their balances in the records as on 31/12/2021.

Name of the bank Balance / dollar ?

Beirut bank 31,547 .54 46,059,408.000
National Bank of Abu Dhabi | 10,317.16 15,063,054.000
housing bank / Jordan 103,637.10 151,310,166.000
Jordan bank / jordan 511,270.84 746,455,426.000
Total 656,772.64 958,888,054,000

5. Investment Portfolio of the Bank

A. The investment portfolio of the bank consist of the shares of companies only, as
the cost of the investment portfolio reached (2 778 198 thousand) dinars whereas
the collectible value reached (1 972 546 thousand) dinars, that is approximately
4% decrease compared to previous year, the bank calculated a allocation for the
Falling value in the amount of (805 652 thousand) dinars, noting that the
percentage of the collectible value is (0.5%) of the gross assets of the bank.

We did not obtain support for investments in the following entities

The name of the investee No. of shares
Commercial Bank 69, 444 442
Foodstuff Industries 7,339, 311
Metal for Bicycles 2,776, 579
Modern Paints 15, 933, 452
Tourism Investment Company 13, 777, 333
Kindi Company for Safes 81,145, 489
Light Industries Company 6, 006, 992
Baghdad Company for Soft Drinks 14, 403, 573

Knowing that the bank requested confirmations from the competent authorities
regarding the validity of the bank’s ownership of these shares and whether they were
mortgaged with a third party, but they did not receive their answers up to preparing the
report.

FA
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6. Cash and Contractual Credit:

The balance of the accumulated credit allocation up to 31/12/2021 amounted to
(15019957 thousand) dinars, which represents (88%) of the total banking facilities
granted and which are represented by cash credit accounts and debtors with overdue
debts. We recommend continuous follow-up for this allocation to avoid cases of non-
compliance with the credit obligations towards the bank.

. Building and Real Estate

A. The process of registering each of the real estate occupied by the general
administration and the lot of land in Al-Zwiya 325/48/1 are in the name of the bank is
under progress up to its date.

B. The bank did not sell the assets acquired as a result of settling debts, whose balance
is (130300 thousand) dinars, despite of passing more than two years since their
acquisition, noting that the bank has made an allocation for liquidation properties at a
rate of 100% on these assets during the year 2021.

. Accounts of Fines and Compensations

The balance of this account amounted to (122363 thousand)dinars and it was noticed
that a large part of it represents fines of the Central Bank which requires follow-up
procedures necessary to avoid such fines in the future.

9. Judicial Lawsuits:

 During the current year, the bank filed five lawsuit its amount totaled to (259,834,146)
dinars, acknowledging that all the lawsuits filed have been ruled in favor of the bank.
Whereas the lawsuits filed by others against the bank is one lawsuit and the court
rejected the lawsuit for the favor of the bank.

10.Capital adequacy:

The capital adequacy ratio reached (262%), according to the statement submitted by the
bank to the Central Bank of Iraq as on 31/12/ 2021.

11.Branches activity:

A decrease in the activity of bank branches (Al-Harthiya branch, airport branch, Karbala
branch and Thi Qar branch) was observed, which requires forming a new specialized
committee undertakes studying the reason of the branches results, and prepare
economic feasibility study and present it to the Board of Directors to take appropriate

decision in its regard, and the bank clarified that the economic and political situation are
the main reason.
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With the exception of what is stated, and according to what is recorded in the bank’s registers
and the information and clarifications given to us:

A. The bookkeeping system used has included, at our discretion, the recording of all the
assets, liabilities, uses and resources of the bank, and that the internal control system has
included the necessary procedures that ensure the correctness and accuracy of these data
to a degree that it is proportional to the size of the bank's activity.

B. The cash asset inventory process was carried out appropriately and under our supervision,
while the fixed asset inventory process was carried out by the bank’s management and was
in conformity with the auxiliary records. These assets were evaluated according to the
adopted basis, regulations and principles that were followed in the previous year.

C. The financial statements have been organized in accordance with international accounting
rules and prevailing legislation, and they are fully consistent with what appears in the
records, and they are organized according to the amended Companies Law, the Banking
Law, and the regulations and instructions in force.

D. The bank has taken the adequate measures to prevent money laundering or terrorism
financing, and these measures are being implemented in accordance with the Anti-Money
Laundering and Counter Terrorism Financing Law No. 39 for the year 2015 and the
instructions issued by the Central Bank of Iraq.

In our opinion, and taking into consideration the above and based on the information and
clarifications that were available to us, the financial statements are consistent with the records
and meet the legal requirements, and that they, as far as they include performance indicators,
express in a clear and fair manner the financial position of the company as on 31/12/ 2021, and
the results of its activities and cash flows for the financial year ending on that date.

With appreciation.

-Sgd.- & seal -Sgd.- & seal
Haitham S. Khudhur Ahmed Hashim Ahmed Al-Sabagh
Certified Public Accountants and Auditors Certified Public Accountant and Auditor
from Haitham S. Khudhur and his Partners Company Member of the Iraqi Association of
for Accounts Control and Auditing Certified Public Accountants and Auditors

Member of the Iragi Association of
Certified Public Accountants and Auditors
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

Balance Sheet as on 31/December/ 2021

Clarification

Assets

Cash and Balances with the Central Bank 4

Balances with Banks and Other Financial Institutions 5

Direct credit facilities — net 6
-

Financial Assets by fair value through the list of

other comprehensive income

Net Properties and Equipment 8
Other assets 9
Total assets

Liabilities and shareholder's equity

Liabilities

Loans / Central Bank 10
Deposits of Clients 11
Received Cash Deposit 12
Income Tax Allocations 13
Allocation of Acquired lands as a result of debit
settlement

Other Liabilities 14

Total liabilities

Shareholder's Equity:

Capital 15
Legal Reserve (Compulsory) 16 A
Carried forward Profits (Accumulated surplus) 16 B
Fair Value Reserve 7
Total Shareholder's Equity

Total liabilities and shareholder's equity

Net Contra Accounts 17

-Sgd .-
Ouhood Hany Abdul Majid
Financial Department Manager

-Sgd.-
Manager Director

Subject to our report No.: 90/490/22 dated 16/4/2022

Seal and signature stamp
Haitham S. Khudhur
Certified Public Accountants and Auditors
from Haitham S. Khudhur and his Partners Company
for Accounts Control and Auditing Accounts
Member of the Iraqgi Association of
Certified Public Accountants and Auditors
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31/December/2021 31/December/2020
Thousand IQ Dinar Thousand I1Q Dinar
373,108,594 287,727,304
1,333,824 102,179,984
1,928,941 2,217,063
2,788,198 2,778,199
34,138,708 34,136,539
5,309,718 (12,717,505)
418,607,983 416,321,584
575,000 1,225,000
56,976,135 55,057,239
53,327,707 53,243,796
241,250 529,342
130,300 ---
311,846 503,480
111,562,238 110558857
250,000,000 250,000,000
6,032,827 5,969,120
50,207,266 49,072,617
805,652 720,990
307,045,745 305,762,727
418,607,983 416,321,584
59,450,205 60,505,065
-Sgd.-

Abdul Kareem Torki Hendi

Vice- Chairman of the BOD

Seal and signature stamp

Ahmed Hashim Ahmed Al-Sabagh
Certified Public Accountant and Auditor
Member of the Iraqi Association of
Certified Public Accountants and Auditors




Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Year Ending on 31/December/2021

Consolidated Income Statement for the financial year ending on 31/December/2021

Clarification 31/December/2021
Thousand I1Q Dinar

Revenues Interest
Deduct: Interest Expenses
Net (Expenses) Revenues Interest

Net revenues of foreign currencies

Net commissions interest

Total revenue commissions

Net profits (losses) Other Operations

Net revenues operations

Salaries and wages and the like

Other operational expenses
Depreciations and amortizations

Risks of Contractual Obligation Losses
Risks of Cash Credit Losses

Falling Value of Overburden Investments
Total Operating expenses

Net profit before calculating the income tax
Income Tax

Net profit after tax

Net profit after tax distributed as follows:
Compulsory reserve (obligatory)
Accumulated surplus

Total

-Sgd.-
Ouhood Hany Abdul Majid
Financial Department Manager

Seal:

31/December/2020
Thousand |Q Dinar

18
18

19
19

20

21
22

13

L87,144 147,195
227,448 261,904
(140,304) (114,709)
6,405,130 8,016,760
800,503 738,829
7,205,633 8,755,589
(278,534) (247,632)
6,786795 8,393,248
3,252,077 3,418,874
1,828,056 1,225,056
106,615 72,466
. 322,076
. 57,484
84,661 45714
5,271,409 5,141,670
1,515,386 3,251,578
241,250 529,342
1,274,136 2,722,236
63,707 136,112
1,210,429 2,586,124
1,274,136 2,722,236

-Sgd,-

Qeedar Abdulrahman Abdullah
Manager Director

Republic of Iraq / Council of Accounting and Auditing Profession Control / the Secretariat
We certify the correctness of the signature of the auditor and he practices Accounting and Auditing
Profession for the year / 2022 G, without any responsibility for the contents of these financial

statements.

Name: Hadi Hamad Salih
Receipt No.: 3144

Signature: -Sgd.-
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. Al Huda Bank (Private Shareholding Company) — Baghdad

clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

Statement of Comprehensive Income for the financial year ending on 31/12/2021

2021 2020
Iragi Dinars Iraqi Dinars
(Thousand) (Thousand)
Net income of the year 1,274,136 2,722,236
Change in fair value of the financial assets through the other | 84,662 31,417
Comprehensive Income
Total (profit) Comprehensive Income 1,358,798 2.(D3.853
JPA S O
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

Statement of shareholder's Equity as on 31/December/2021

Capital Compulsory Capital Reserve Carried Total
reserve reserve change in the Forward shareholder's
fair value Profits equity
2021 Iraqi Dinar Iragi Dinar Iraqi Dinar Iraqi Dinar Iragi Dinar
(Thousand) (Thousand) (Thousand) (Thousand) (Thousand)

Balance as on 1/1/2021 250,000,000 5,969,120 - 720,990 49,072,617 305,762,727
Settlement during the year - - - - (75,780) (75,780)
Profits distribution - 63,707 - - 1,210,429 1,274,136
The difference in the - - - - - -
amount of tax paid for the
year 2020
Comprehensive Income for - - - 84,662 - 84,662
the year
Balance on 31/12/2021 250,000,000 6,032,827 - 805,652 50,207,266 307,045,745
2020
Balance as on 1/1/2020 250,000,000 5,833,008 - 689,573 46,871,933 303,394,514
Settlement during the year - - - - (385,440) (385,440)
Profits distribution - 136,112 - - 2,586,124 2,722,236
The difference in the - - - - - -
amount of tax paid for the
year 2019
Comprehensive Income for - . - 31,417 - 31,417
the year
Balance on 31/12/292@# -, 250,000,000 5,969,120 - 720,990 49,072,617 305,762,727
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Al Huda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

Statement of Cash Flow for Financial Year Ending on 31 December 2021

Cash flow from Operational activities

Cash received from operational activities

Banks profit before tax

Adjustments for non-cash items:

Amortization and Deprecation

Change in financial assets in fair value

Allocation for overburden credit losses

(Profits) losses for re-evaluation financial assets in fair
value

Total adjustments for non-cash items

Total Cash flow from Operational activities

Cash flow from other operational activities

Direct Credit Facilities

Other assets

Current accounts and Deposits

Received cash deposits

Other liabilities

Total Cash flow from other operational activities

Net cash flow from operational activities

Cash flow from financing and investment activities
Cash received for

Loan from Central bank for financing small projects
Fixed assets Exclusion

Total Cash flow from financing and investment activities
Cash paid for

Changes in reserves / entries settlements

Investment Purchase

Fixed assets purchase

Paid up income tax

Total cash paid for investment operations

Net cash flow from financing and investment activities
Net (decrease) increase in cash and the like

Cash balance and the like at the beginning of the year
Cash balance and the like at the end of the year (4,5)

2021 2020
Iragi Dinar Iraqi Dinar
(Thousand) (Thousand)
1,515,386 3,251,578
106,615 72,466
(9,998) (1)
130,300 -
84,662 -
311,579 72,465
1,826,965 3,324,043
288,122 (1,749,890)
(18,027,223) 18,367,250
1,918,896 2,387,225
83,911 575,908
(191,634) (12,108,194)
(15,927,928) 7,472,299
(14,100,963) 10.796,342
(650,000) (350,000)
- (140,464)
(650,000) (490464)
(75,780) (883,365) !
- - i
(108,785) | |- |
(529,342) 102,166 i
(713,907) (781,199)
(1,363,907) (1,271,663)
(15,464,870) 9,524,679
389,907,288 380,382,609
374,442,418 389,907,288
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

General Information

The Alhuda Bank is an Iraqi private shareholding company that was established in 2007 with nominal
capital of (25 billion) Iraqi dinars according to incorporation certificate No. C.R. 01-7057 dated
6/November/2007 and its head office is the city of Baghdad, the capital was increased several times, the
latest increase made it become (250) Billion dinars. The Bank provides all banking and financial
businesses related to its activities through its main Head Office in the city of Baghdad (Baghdad / Hay
Al-Wihda) and its branches inside Iraq according to the letter of Directorate General for Monitoring
Banking no. 9/3/136 dated 14/January/ 2008.

. Significant Accounting Policies

Basis of preparing the financial statements

The bank’s financial statements have been prepared in accordance with the International Financial
Reporting Standards and the interpretations issued by the International Committee for Interpreting
Financial Reports emanating from the International Accounting Standards Board according to the
historical cost principle, excluding the financial assets at the fair value through other comprehensive
income and financial assets at fair value through the consolidated income statement that appears at the
fair value on the date of the financial statements.

The Iraqi dinar is the currency of displaying the consolidated financial statements, which represents the
main currency of the bank, and all the amounts have been rounded to the nearest thousand Iraqi dinars.

The attached consolidated financial statements of the bank have been prepared with the aim of
presenting them to the shareholders in accordance with the prevailing Iragi laws.

Changes in the Accounting Policies

The accounting policies used in the preparation of the financial statements match those used in the
preparation of the financial statements for the financial year ending on 31/December/2015, except that the

bank has applied the following amendments and clarifications:

International Financial Reporting Standards, New Interpretations and Amendments issued and not

Yet Effective.
New and amended standards were issued up to 31/December/2015 however they are not binding till n
and have not been applied by the bank.

International Financial Reporting Standard No. (15) Revenues from Contracts with Customers

Standard (15) shows the accounting treatment of all types of revenue arising from contracts with
customers, and this standard applies to all organizations that enter into contracts to provide services and
goods to customers excluding contracts subject to other criteria such as Internatlonal Accountlng
Standard (17) - Rentals.

= ff‘y S

Al & My

This standard supersedes the following standards and interpretations: ,x-‘{f ;\’ /
- International Accounting Standard No. (11) - Construction Contracts ' Ol R\

- International Accounting Standard No. (18) - Revenue \ = ,\\T
- Interpretation Committee of the Reporting Standards (13) - Customer Loyalty Prog}ams R

- Interpretation Committee of the Reporting Standards (15) - Real Estate Construction Agreements.
- Interpretation Committee of the Reporting Standards (18) - Asset transfers from clients.

- Interpretation of (31) Revenue - Barter Transactions that Involve Advertising Services.

The standard shall be applied for periods beginning on or after 1/ January/ 2021, with the permission of
early application.
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

International Financial Reporting Standard No.: (9) Financial Instruments:

The International Accounting Standards Board has issued the International Financial Reporting Standard
No.: (9) "financial instruments" with all its stages during July/2014, and this standard shows the accounting
process for classifying and measuring the financial assets and liabilities, and some of the contracts for selling
or buying non-financial instruments. This standard was issued to replace the International Accounting
Standard No.: (39) "classification and measurement of the financial instruments". The bank applied the first
stage of the International Financial Reporting Standard No.: (9) as issued during the year 2009, and the first
application of the first stage was on 1/January/2011, and the bank shall apply the new International Financial
Reporting Standard No.: (9) on the mandatory application date on 1/January/2021 which will have an effect
on the classification and measurement of the financial assets.

Equity Method in the Separate Financial Statements

(Amendments on_the International Accounting Standard No.: 27 and the International Financial
Reporting Standard No.: 1)

The International Accounting Standards Board has, during August/2014, amended the International
Accounting Standard No.: (27) (separate financial statements) which provided for the establishments the
option to follow the equity method in accounting investments in affiliates and associated companies, and the
companies under mutual control as shown in the International Accounting Standard No.: (28). Another
amendment was conducted on the International Financial Reporting Standard No.: (1) which allows the
establishments that follow equity method to apply the exception mentioned in International Financial
Reporting Standard No.: (1) related to merger before the acquisition date. These standards were applied as
of Y/January/ 2016 and retroactively.

International Financial Reporting Standards, New Interpretations and Amendments Issued and not
Yet Effective (continued)

International Accounting Standard No.: (1) Presentation of Financial Statements — (Amendments)
These amendments include limited improvements focused on the following matters:

Substantiality

Classifications and Aggregation

Clarifications Structure

Disclosure of the Accounting Policies

Presentation of other comprehensive income items resulting from investments that follow
the equity method.

It is not expected that these amendments will affect the financial position or financial performance of the
Bank. The Bank does not expect these amendments to have a material impact on clarifications of the
Bank's financial statements. These standards were applied as of 1/January/2016.

Amendments on _lInternational Financial Reporting Standards No.: (10) and IAS No.: (28) -
Investment establishments:

These amendments present the matters that might result from applying the exception from facilities
unification requirements which the definition of investment establishment applies thereon, and it clarify the
following matters:

- The exception from the unification requirements shall apply on the mother company belonging to an
investment establishment, when the investment establishment measures and evaluates all its
investments in the affiliates based on fair value.

The financial statements of the affiliate, which the definition of investment establishment does not apply
thereon, are unified and it shall provide services to the investment establishment, and all investments-in
other affiliates are evaluated based on fair value. iV /
Applying the equity method by the facilities, which the definition of investment establishment toes not
apply thereon, that own a share in an allied company or joint venture, which the definition of investr ent
establishment does not apply thereon. The amendments to IAS No.: (28) allow investind~in_allied
companies or joint venture — by the investor Ym0
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

* Upon following-up the equity method to maintain the method followed by the allied investment
establishment or joint ventures upon measuring and evaluating its investments in affiliates based on
fair value.

These amendments to standards are applied as from 1/January/2016.

Amendments on IAS No.: (16) and IAS No.: (38): Clarification of the accepted methods to calculate
depreciations and amortizations.

These amendments clarify that revenue reflects the economic benefit of operating a commercial business
(part of assets is part therefrom) rather than the economic benefits consumed through the use of that asset.
As a result, this method cannot be used to depreciate machinery, properties and equipment and can only
be used in specific circumstances to amortize the intangible assets.

International Financial Reporting Standards, New Interpretations and Amendments issued and not
yet Effective (continued)

These amendments shall apply in the future as from 1/January/2016, with early application permitted. The
bank does not expect these amendments to affect the financial position or performance.

International Financial Reporting Standards No.: (16) Lease Contracts

The IAS council has issued IFRS (16) "lease contracts" in January/2016 which determines the principles of
recognition, measurement, presentation and disclosing lease contracts.

The requirements of IFRS (16) are substantially similar to the accounting requirements of the lessor in I1AS
(17), accordingly, the lessor continues to classify the lease contracts as operational lease contracts or
financing lease contracts, where these types of contracts are processed differently.

The IFRS (16) requires from the lessee to recognize the assets and liabilities for all the lease contracts of a
period more than (12) months, unless that asset has a low value and requires the lessee to recognize it
against using the asset represented in recognizing the leased asset, and the resulted obligation
represented by rental payments. This standard shall apply as from 1/January/2021, with early application
permitted.

Amendments on International Financial Reporting Standards No.: (11): Mutual Arrangement —
Shares in Joint Ventures.

These amendments to IFRS (11) require from the operator to apply IAS (3) "business integration” in the
process of acquisitioning the shares in mutual operations where the activity in the mutual operation
represents commercial business. These amendments shows that the previous shares in joint ventures are
not recalculated upon acquiring additional shares in the same joint venture and upon maintaining mutual
control. Additionally, this standard includes the exceptions on these amendments where it cannot be
applied when the same mother company owns the parties sharing that mutual control.

These amendments are applied to both the initial acquisition in the mutual operations and acquiring
additional shares in the same mutual operations.

These amendments are applied in the future as from 1/January/2016, with early application permitted. The
bank does not expect from these amendments to have an effect on the financial statements.

Realization of Revenues and Recognition of Expenses
- Interest revenues are recognized using the effective interest method except for interest and
commission on non-performing credit facilities that are not recognized as revenues and are recognized
in the interest and commission expense account.
- The expenses are recognized based entitlement principle.
- Commissions are recognized as revenues when the related services are rendered. Dividend of
company's shares is recognized upon realization (approved by the General Body of the shareho|ders).
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Alhuda Bank (Private Shareholding Company) — Baghdad
Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

Estimations Usage

The preparation of the consolidated financial statements and the application of accounting policies require
the accounting division to make estimates and judgments that affect the amounts of financial assets and
liabilities and disclose potential liabilities. These estimates and judgments also affect the revenues,
expenses and allocations as well as other comprehensive income. In particular, the accounting division is
required to issue important judgments to estimate the amounts and timing of future cash flows. The above
estimates are based on multiple hypotheses and factors, with varying degrees of estimation and
uncertainty, and actual results may differ from estimates because of changes resulting from the conditions
and circumstances of such estimates in the future.

The management of the Bank believes that its estimates in the consolidated financial statements are
reasonable and detailed as follows:

Credit facilitations decline allocation: the debts allocation is reviewed within the basis established by
the Central Bank of Iraq according to the IFRS.

- The decline loss for the acquired real estate is proven based on recent real estate appraisals approved

by accredited appraisers for the purposes of proving the decline loss. And the trace in that decline
periodically
Taxes allocations: When the financial year is charged with the tax expense in accordance with the
regulations, laws and accounting standards.
The management periodically re-estimates the productivity periods of the property and equipment for
the purpose of calculating the annual depreciations and amortizations based on the general condition
of those assets and estimated future productivity periods. The decline loss (if any) is recorded in the
consolidated statement of income.

- The management periodically reviews the financial assets that are stated at cost to assess any decline
in value and the decline is taken to the consolidated statement of income for the year.

- Judicial allocations: In order to cope with any judicial obligations, allocations are made for these
obligations based on the opinion of the Bank's legal advisor.

Sectors Information

A business sector represents a group of assets and processes that jointly engage in the rendering of products
or services subject to risks and rewards that differ from those of other business sectors.

The geographical sector is associated with the presentation of products or services in a specific economic
environment subject to different risks and return than those in sectors operating in other economic
environments.

Cash and the like

Is the cash and cash balances due within a period of three months, including: cash, balances with the Central
Bank, balances with banks and banking institutions, and deduct the deposits of banks and banking institutions
that are due within a period of three months.

Recognition of the Financial Assets
Purchasing and selling of the financial assets are recognized in the date of the Bank’s commitment in selling or
purchasing the financial assets.

Direct Credit facilitations NS A
- Credit facilitations are stated at net after deducting the allocation of doubtful credit _fagi,lilatigl’l's,decline
and the outstanding interests and commissions. o /A~ \
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021
Direct Credit Facilitations

- The allocations of direct credit facilitations decline is determined if it is not possible to collect the
amounts due to the group and when there is objective evidence that an event has negatively affected the
future cash flows of the direct credit facilitations, and when this decrease can be estimated, the amount
of the decline is stated as an expense in the consolidated income statement.
The interests & commissions on the non-performing credit facilitations granted to the customers are
suspended according to the instructions of the Central Bank of Iraq.
The credit facilitations allocated to it shall be written-off in case the procedures taken to collect them are
not feasible by deducting it from the allocations according to the instructions of the Central Bank of Iraq,
and any surplus in the allocation shall be transferred to the consolidated income statement and the
proceeds from the previous written-off debts shall be added to the revenues.

Financial Assets at Amortized Cost

Are the financial assets that the Bank's management intends to maintain in accordance with its business
model, retained for the collection of contractual cash flows, which consist of payments of principal and interest
on the outstanding debt balance.

These assets are recognized at cost, plus acquisition costs, and the premium shall be amortized using the
effective interest method, a restriction on or for the calculation of the interest, and any decline allocations that
result in the non-recovery of the asset or part thereof, and any decline in value is recognized in the statement
of income.

The amount of the decline in value of these assets represents the difference between the carrying amount in
the records and the present value of the expected cash flows discounted at the original interest rate.

No assets from/to this item may be reclassified except in the cases specified in IFRS (If any such asset is sold
before its due date, the result of the sale is recognized in the statement of income in a separate item and
disclosed in accordance with International Accounting Standards in this regard).

Financial Assets at Fair Value through the Statement of Income

Debt instruments that do not conform to the business model of financial assets at amortized cost, or those
that the Bank has chosen to purchase at fair value through income statement, are measured at fair value
through the consolidated statement of income. It is measured at its fair value through the consolidated
income statement.

Investments in financial instruments are classified at fair value through the consolidated statement of
income, unless the bank classifies non-trading investment at fair value through other comprehensive
income upon acquisition.

These are stated at fair value at the time of purchase (acquisition costs are recognized in the consolidated
statement of income on acquisition) and subsequently revalued at fair value. The change in fair value is
reflected in the consolidated statement of income including changes in fair value arising from translation
differences on non-monetary items in foreign currencies, and if any such asset is sold, the resulting profits
or losses is recognized in the consolidated statement of income.

Dividends or interest earned are recorded in the consolidated statement of income.

Financial Assets at Fair Value through Statement of Other Comprehensive Income

The Bank may choose to finalize, on a financial instrument basis, the classification of equity instruments at fair
value through other comprehensive income. This classification is not permitted if the investment is held for
trading.

These assets are recognized upon purchase in fair value plus the expenses of acquisition and they are re-
evaluated later in fair value, and the change in fair value is recognized in the consolidated statement of
comprehensive income and within the consolidated equity, including the change in the fair value resulting from
the recording of exchange differences on non-monetary items in foreign currencies, in case of sale of these
assets or part thereof, the resulting profits and losses are recognized in the consolidated::statement of
comprehensive income and are included in the consolidated equity. The balance “of thé 'spld assets

e

assessment reserve is transferred directly to retained profits b /;;_\\/Q
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Alhuda Bank (Private Shareholding Company) — Baghdad
Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

- and losses and not through the consolidated income statement. These assets are not subject to decline loss
testing and the dividends are recorded in the consolidated income statement 26

Fair Value

- The Bank will measure financial instruments such as financial derivatives and non-financial assets at fair
value at the balance sheet date.

- Fair value represents the price to be obtained when the asset is sold or to be paid for the transfer of an
obligation in an organized transaction between participants in the market.
In the absence of the primary market, the most appropriate market for assets and liabilities is used.
The bank needs to have access to the main market or the most appropriate market.
The establishment measures the fair value of assets or liabilities by using the assumptions that market
participants will use when pricing assets or taking the fair value measurement of non-financial assets into
consideration and the ability of market participants to generate economic benefits through the use of the
asset at its best use or sell it to another participant who will use the asset in its best use.
The Bank uses appropriate valuation techniques that are appropriate to the circumstances, and provides
sufficient information to measure fair value, and clarify the use of directly observable inputs, and reduce
the use of indirectly observable inputs.

Decline of Financial Assets Value

The Bank reviews the fixed values in the records of the financial statements of the assets at the consolidated
statement of financial position date to determine whether there are indications of decline in their value
individually or in the form of a group. If such indicators exist, the recoverable value is measured to determine
the decline loss.

The amount of decline is determined as follows:

- Decline of financial assets showing the amortized cost: represents the difference between the value
recorded in the records and the present value of the expected cash flows discounted at the original price.
The decrease is recognized in the consolidated statement of income and any provision in the
subsequent period is recorded as a result of the previous decline of the financial instrument assets in the
income statement.

Clearance:

Financial assets and liabilities are cleared and the net amount is shown in the consolidated statement of
financial position only when the legally binding conditions are met, and when the asset is settled based on
clearance or the asset is settled and the liability is settled simultaneously.

Properties and Equipment

Property and equipment are stated at historical cost after deducting accumulated depreciation and
accumulated decline loss if any. The cost of property and equipment includes the cost incurred to replace any
component of property, equipment and financing expenses for long-term construction projects if the
recognition criteria are met. All other expenses are recognized in the consolidated statement of income as
incurred. Depreciation is calculated (except for land where the land cannot be consumed) using the fixed
premium method according to the expected productivity period as follows:

Useful Life

by
Buildings 50 ;\’g |
Equipment, Appliances & Furniture 5 i
Means of Transportation 5 2\ 2 ,»’ '
Electronic Systems 5 ‘ \\u.f
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Alhuda Bank (Private Shareholding Company) — Baghdad
Clarifications about the Financial Statements for the Financial Year Ending on

31/December/2021

Any item of the property and equipment and any substantial portions thereof shall be written off only upon
disposal and when there is no expected economic benefit from the use or disposal of the asset. Any profit or
loss arising on de-recognition of the asset, which represents the difference between the return on disposal and
the net bookkeeping of the asset in the consolidated statement of income.

The remaining values of the assets, the productive life and the methods of extinction are reviewed in each
financial year and adjusted later if necessary.

Excluding the Financial Assets and Financial Liabilities

Financial Assets
A financial asset (or part of a financial asset that is part of a group of similar financial assets where
appropriate) is excluded when:
- The right to receive cash flows from the original has expired,
The Bank reserves the right to receive cash flows from the original but, in return, bears an obligation to
pay the cash flows in full without material delay to a third party under the order of "receive and payment".
- When: A) It transfers all the significant risks and benefits to the asset or B) Has not transferred or
retained substantially all the risks and features of the asset, but control over that asset was
transferred.

When the bank transfers the rights of receiving cash flows from the asset and did not transfer or maintain all
types of risks and important features of the asset or changing the control over that asset, the asset is recorded
as the bank continues to control this asset. The continuous control in the form of guarantee is recognized on
the asset transferred by the bookkeeping value of that asset or the maximum consideration required to be paid
by the bank whichever is less.

Financial Liabilities

A financial liability is excluded upon exempting from the obligation associated with the liabilities or cancel the
obligation or to terminate the obligation. When a financial obligation is replaced by another from the same
financing entity and according to substantially different terms, or in the event of a fundamental adjustment to
the present obligation, the change or modification is treated as a de-recognition of the original obligation and a
new liability is recognized. A / »:\C
NS \’

Foreign Currencies w.y

Transactions in foreign currencies during the year are recorded at the prevailing' exehange rates at the
date of the transaction.
Financial assets and financial liabilities are translated into foreign currency exchange rates as at the date
of the financial statements as issued by the Central Bank of Iraq.

- Non-monetary assets and liabilities in foreign currencies and at fair value are transferred at fair value at
the date when the fair value was determined.

- Profits and losses resulted from foreign currencies transfer are recorded in the income statement.
Exchange differences on items of assets and liabilities in non-monitory foreign currencies (such as
shares) are recorded as part of the change in fair value.

Allocations

The allocations shall be recognized when the Bank has obligations on the statement of financial position date
arising from past events and the payment of obligations is probable and can be reliably measured.
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on
31/December/2021

Income Tax

Tax expense represents the amounts of tax payable and tax deferred.

Payable tax expenses are calculated on the basis of taxable profits, and taxable profits differ from
profits declared in the financial statements because the declared profits include non-taxable
revenues or expenses that are not deductible in the financial year but in subsequent years, or
accumulated losses that are tax-acceptable or items that are not subject to or Downloads accepted
for tax purposes.

Income tax is calculated according to the tax rates established according to the laws, regulations
and instructions in force in Iraq. Deferred taxes are the taxes expected to be paid or recovered as a
result of temporary time differences between the value of assets or liabilities in the consolidated
financial statements and the value on which the taxable profit is calculated. Deferred taxes are
calculated using the liability method in the consolidated statement of financial position. Deferred
taxes are calculated according to the tax rates that are expected to be applied when the tax liability
is settled or deferred tax assets are realized. The balance of deferred tax assets is reviewed on the
date of the consolidated financial statements and is reduced in the event that it is expected that
those tax assets will not be able to benefit in part or in whole. '

Assets owned by the bank to pay due debts

The assets owned by the bank are shown in the statement of financial position within the item "other
assets" by the value purchased by the bank or fair value whichever is less, and they are reevaluated
at the date of the financial statements at fair value individually, and any decline in its value is
recorded as a loss in the consolidated statement of income and the increase is not recorded as a
revenue. Later the increase is recorded in the consolidated statement of income to the limit that it
does not exceed the value of the decline that was recorded previously.

3. Adopting the International Financial Reporting Standards for the first time

The financial statements of the year ending on 31/December/2016 are prepared according to the
IFRS. As for the previous years, which include the year ending on 31/December/2015, the bank
has prepared the financial statements according to the Iragi unified accounting system.

Accordingly, the Bank has prepared the financial statements in accordance with the International
Financial Reporting Standards as on 31/12/ 2016, in addition to the comparative figures for the
year ended as on

31/12/ 2015, as shown in the summary of the most important accounting policies. Through the
preparation of the financial statements, the statement of financial position was prepared as on
1/1/2015, which is the date of the Bank's conversion to International Financial Reporting
Standards. This note shows the main amendments made by the bank to amend its statutory
financial statements prepared according to the unified Iragi accounting system (local accounting
standards), which includes the statement of financial position as on 1/1/ 2015 and the financial
statements as on 31/12/ 2015.
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Alhuda Bank (Private Shareholding Company) — Baghdad
Clarifications about the Financial Statements for the Financial Year Ending on
31/December/2021

Clarifications on the Ownership's Equity Settlement as on 31/December/2021, and Total
Comprehensive Income for the Financial Year Ending on 31/December/2021

A. Establishment Expenses

Through the local accounting standards, the establishment expenses shall be capitalized as
deferred revenue expenses and they amortized as an expense on basis of fixed premium over five
years. In contrast, these expenses are not capitalized under IFRS but they are recorded directly as
expenses when they occur.

B. Fair Value Reserve

Through the local accounting standards, the bank shall recognize the change in fair value of
financial assets at fair value through other comprehensive income in the income statement. This
change in fair value shall be recognized in the International Financial Reporting Standards under
the other comprehensive income statement.

C. Cash Credit Allocation

Through local Accounting standards, the bank shows the amount of the cash credit allocation as
part of the net direct credit facilities to remedy credit risk in accordance with the International
Accounting Standards.

D. Compulsory Reserve

In accordance with the Iraqi Companies Law, the rate of 5% of the income of the year shall be
deducted after taxes as a compulsory reserve. The accumulated amounts of this account shall not
exceed 50% of the Bank’s capital, the deduction may continue with the approval of the bank’s
general assembly, provided that the compulsory reserve does not exceed 100% of the bank’s
capital, and the compulsory reserve or any return resulting from it may not be distributed to
shareholders.

E. Fair value reserve:

For non-recognition of deferred revenue expenditures (excluding systems and programs)
according to international accounting standards, it has been shown as a debit account in fair
value reserves.
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Al Huda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

4. Cash and Balances with the Central Bank

The details of this item are as follows:

| Cash in the Vault
- Local currency
- Foreign Cash Instruments
Total cash in the vault

Balances with the Iraqi Central Bank:*
- Floating Current Accounts
- Legal Reserve
- Reserve of Letter Guarantee Deposits
Total balances with Iragi Central Bank
Total Cash and Balances at the Central Bank

31/December/2021

31/December/2020

Iragi Dinar
In Thousands

Iragi Dinar
In Thousands

1,594,636 381,305
608,873 1,030,058
2,203,509 1,411,363
358,163,033 274,226,601
7,907,733 7,855,443
4834319 4,233,897
370,905,085 286,315,941
373,108,594 287,727,304

e Current accounts with the Central Bank include cash reserve requirements, as these
amounts are held with the Central Bank of Iraq and the Bank cannot dispose of them.
* The deposit reserve account represents the amounts held by the Central Bank of Iraqg.

5. Balances with Banks and other Financial Institutions

The details of this item are as follows:

Local Banks and Banking Institutes

Foreign Banks and Banking Institutes
Total
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31/December/2021

31/December/2020

Iragi Dinar
In Thousands

Iraqgi Dinar
In Thousands

374,936 375,021
958,888 101,804,963
1,333,824 102,179,984




Al Huda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

6. Direct credit facilities — net

The details of this item are as follows:
31/December/2021 31/December/2020

Iraqi Dinar Iraqi Dinar
| In Thousands In Thousands

Long-term loans/ Persons 329,509 553,667
Debit Current Accounts / Companies 399,054 431,489
Debit Current Accounts / Persons - 508,105
Total 728,563 1,493,261
owe overdue debts 4,316,802 13,336,685
Debtor of letters of guarantee 9,413,978 -
Interest Due 2,489,555 2,417,103
Total credit facilities 16.948,898 17,247,049
Allocation of decline of credit facilities 15,019,957 (15,029986)

1,928,941 2,217,063

7- Financial assets by fair value through the list of comprehensive income

a. Financial Assets at Fair Value through Other Comprehensive Income

31/December/2021 31/December/2020
Iraqi Dinars Iraqi Dinars
In Thousands In Thousands
Companies Shares - listed in the Financial Markets 1,165,350 1,165,350
Companies Shares — not listed in the Financial 1,622,848 1,612,849
Markets
Total Fair Value for the Financial Assets 2,788,198 2,778,199

b. The activity on the Financial Assets at Fair Value through Other Comprehensive Income

31/December/2021 31/December/2020

Iraqi Dinars Iraqi Dinars
Thousand Thousand
Financial Assets at cost 2,788,198 2,778,199
Reserve Change at the Fair Value (805,652) (720,990)
Total Fair Value for the Financial Assets 1,972,546 2,057,209

e The investment in the shares of companies traded in the Iraqi Stock Exchange was re-
evaluated at fair value and according to the prices of the last trading session 2021, as
for the investments that could not be measured at fair value, they were evaluated at

the cost. T
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Alhuda Bank (Private Shareholding Company) — Baghdad
Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

8. Properties and Equipment as on 31/December/2021, Net
The details of this item are as follows:-

s Furniture
. - Machinery & Tools and T Systems &
Details Lands Buildings ; Appliances & Total
—_ Equipment molds Combuters Programs —
In In In In In In

Thousands Thousands Thousands Thousands In Thousands Thousands Thousands

Iragi Dinar Iraqi Dinar Iraqgi Dinar Iraqi Dinar Iragi Dinar Iragi Dinar Iraqi Dinar

Cost

At the Beginning of the Year 5014,081 1,265,828 213263 - 551,710 297,341 7,342,223
Additions - - 35784 - 51,969 21,031 108,784
Exclusions - - - - - - -

At the End of the Year 5,014,081 1,265,828 249047 - 603,679 318,372 7,451,007
Accumulated Depreciation:-

At the Beginning of the Year - 325522 135274 - 426,317 215,626 1,102,739
Retained for the year - 22411 17126 - 48,366 18,412 106,615
Exclusions - - - - - - -

At the End of the Year - 348,233 152400 - 474 683 234,038 1,209,354
Net Book Value 5,014,081 917,595 96647 - 128,996 84,334 6,241,653
Deduct: acquired buildings as a result of - 130,300 - - - - 130,300
debt settlement

Projects under Construction 16,004,000 12,021,440 - - - 1,915 28,027,355
Net Book Value 21,018,081 12,808,735 96647 - 128,996 86,249 34,138,708
Clarification:

The amount represents (130,300 thousand) dinars, the value of real estate no. 24/3903 and 24/3822 Wesya-Babel registered in the name of
the bank as a result of a debt settlement that was reduced from the fixed assets account and added to the account of other assets in
accordance with international accounting standards.
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Al Huda Bank (Private Shareholding Company) — Baghdad
Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

8- Properties and Equipment as on 31/December/2020, Net
The details of this item are as follows:-

. Furniture
" — Machinery & Tools and ——— _ Systems &
Details Lands Buildings - Appliances & Total
e Equipment molds Combuters Programs s
In In In In In Thousands In In
Thousands Thousands Thousands Thousands Iraqi Dinar Thousands Thousands
Iragi Dinar Iraqi Dinar Iraqgi Dinar Iraqgi Dinar ragirinar Iragi Dinar Iraqi Dinar
Cost
At the Beginning of the Year 5,014081 1,265,828 137,263 - 506,989 279,445 7,203,606
Additions - - 76,000 - 44 721 17,896 138,617
Exclusions = = = = = e g
At the End of the Year 5,014,081 1,265,828 213,263 - 551,710 297,341 7,342,223
Accumulated Depreciation:-
At the Beginning of the Year - 302,811 134,458 - 394,717 200,134 1,032,120
Retained for the year - 22,711 816 - 31,600 17,340 72,466
Exclusions - - - - - 1,847 1,847
At the End of the Year - 325,622 135,274 - 426,317 215,626 1,102,739
Net Book Value 5,014,081 940,306 77,989 - 125,393 81,715 6,239,484
Deduct: acquired buildings as a result of - 130,300 - - - - 130,300
debt settlement
Projects under Construction 16,004,000 12,021,440 - - - 1,915 28,027,355
Net Book Value 21,018,081 12,831,446 77,989 - 125,393 83,630 34,136,539
Clarification:

The amount represents (130,300 thousand) dinars, the value of real estate no. 24/3903 and 24/3822 Wesya-Babel registered in the name of
the bank as a result of a debt settlement that was reduced from the fixed assets account and added to the account of other assets in
accordance with international accounting standards.
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Al Huda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

9- Other Assets

The details of this item are as follows:

31/December/2021

31/December/2020

Iraqi Dinar
In Thousands

Iraqi Dinar
In Thousands

Mutual accounts - (15,556)
Debtors of private sector/ companies 2,739,364 -
Deposit with other 31,868 31,868
Interest Due - -
Pre-paid expenses 529,172 399,410
* Foreign Exchange Broker 1,306,755 (13,855,515)
Loans for activity purposes - 15,450
Loans for the staff 572,259 576,538
acquired buildings as a result of debt 130,300 130,300
settlement

5,309,718 (12,717,505)

10- Loan of Central Bank of Iraq:

The details of this item are as follows:

31 December 2021 31 December 2020

Iragi Dinar Iragi Dinar
In Thousands In Thousands
Balance as on 1/1/2021 1,225,000 1,225,000
transactions during the year (650,000) -
Balance as on 31/12/2021 575,000 1,225,000
41
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Al Huda Bank (Private Shareholding Company) — Baghdad

- Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

11-_Current Accounts and Deposits

The details of this item are as follows:-

Current Accounts / private sector /
companies

Current Accounts /Currency window
Deposits

Current Accounts / private sector / persons
Certified checks

Non-active Current Accounts /persons
Non-active Current Accounts /companies
Savings Accounts

Fixed deposits

Cashier cheques drawn on the bank
Checks drawn on the bank

Total current accounts and deposits

12- Received Cash Deposits

The details of this item are as follows:-

Deposits against letters of guarantee
Deposits of documentary credits
Total

31 December 2021

31 December 2020

Iragi Dinar Iragi Dinar

In Thousands In Thousands
3,056,473 3,145,549
48,657,526 46,767,777
965,890 1,110,270
1,600 1,600
181,148 191,501
1,142,919 1,146,599
2,459,256 2,084,046
488,000 444 000
5,156 33,662
18,167 132,235
56,976,135 55,057,239

31 December 2021

31 December 2020

Iraqi Dinar Iraqi Dinar
In Thousands In Thousands
63,327,707 53,243,796
53327 707 53,243,796
L H."Y/*
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Al Huda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

13- Income Tax Allocation

The details of this item are as follows:-

31 December 31 December
2021 2020
Iragi Dinar Iraqi Dinar
In Thousands In Thousands
Balance as on 1/1/2021 529,342 427,176
Paid up income tax during the year (529,342) (427 ,176)
Due income tax during the year 241,250 529,342
Balance as on 31/12/2021 241,250 529,342
Summary of calculating income tax allocations
31 December 31 December
2021 2020
Iraqi Dinar Iragi Dinar
In Thousands In Thousands
Accounting profit(according to the local Accounting 1,515,386 3,251,578
Code
Added: Expenses nontaxable department
Remunerations to non-workers for services rendered 5,215 1,335
Compensations and fines 122,363 42,211
Donations to others - 202,000
Income tax of the staff - -
Subsidies for the staff 7,550 1,250
Celebration expenses 1,750 -
Subscription - 13,241
Allocation of contractual liabilities risks - -
Allocation of the decline risk in the investment value - 45714
Allocations of credit risks - 57,484
136,878 363,235
Deduct: Revenues not subject to taxes
Capital profits - -
Bank's share from the profits of the companies 33,911 -
Expenses of Credit risks 10,029 85,865
(43,940) (85,865)
Taxable amount 1,608,324 3,528,948
Income tax (15% of the taxable amount) 241,250 529,342

*The tax amount was calculated in accordance with the law of tax free at 15% of the taxable
amount (adjusted profit for income tax purposes) and the tax amount was arrived at according
to what was stated in the data and figures of the unified Iragi accounting Code
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Al Huda Bank (Private Shareholding Company) — Baghdad

~ Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

14- Other Liabilities

The details of this item are as follows:-

Creditor of a government sector*

Private sector creditor

Creditors of current activities

Due not paid Profits

Due not paid expenses

Deductions for the account of others
Seized amount from official parties request
Balances and compensations of deceased customers
Unclaimed amounts

Accounts under settlement**

Total

15- The Capital

The details of this item are as follows:-

31 December

31 December

2021 2020
Iraqi Dinar Iragi Dinar
In Thousands In Thousands
121,793 121,793
86,801 66,021
7891 8,384
8,858 6,491
50,150 300
8,045 8,314
5,602 267,637
22,706 24,540
311,846 503,480

1. The bank was established in the year 2007 with a capital of (25)billion dinars, and the
following developments have taken place on the capital and as follows:
a. On 17/3/2011 the capital was increased to (75) billion shares.
b. On 8/9/2011 the capital was increased to (100) billion shares.
c. On 17/10/2012 the capital was increased to (175) billion shares.
d. On 11/7/2013 the capital was increased to (250) billion shares.

2. The movement in the issued shares during the year is as follows:

Number of shares issued at the beginning of the year
Number of shares issued at the end of the year

a4

2021 2020
On One Thousand
Thousands Share
Share
250,000,000 250,000,000
250,000,000 250,000,000
’{-1 -ﬁ_ VA
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

16- Reserves

A- Legal Reserve (Compulsory):
According to the Iraqi Companies Law the 5% (as minimum is deducted from yearly

income after the compulsory Reserve Tax. The sums collected for this account may not
exceed 50% of the bank's capital, it is also not permissible to distribute the compulsory
reserve or any return resulting from it to the shareholders. The deduction may continue
with the approval of the bank’s general assembly, provided that the mandatory reserve
does not exceed 100% of the bank’s capital.

31 December 2021 31 December 2020

Iraqgi Dinar Iragi Dinar
(In Thousands) (In Thousands)
Balance at the beginning of the year 5,969,120 5,833,008
Transferred from the profits and loss account 63,707 57,374
Balance at the end of the year 6,032,827 5,969,120

B- Accumulated Surplus (Carried over Profits)
This account shows the remaining amount of the annual profits that can be distributed

to shareholders.
31 December 2021 31 December 2020

Iraqi Dinar Iraqi Dinar

(In Thousands) (In Thousands)
Balance at the beginning year 49,072,617 46,871,933
The difference in the amount of tax paid from -
the amount calculated.
Settlements during the year* (75,780) (385,440)
Transferred from the Profit and Loss Account 1,210,429 2,586,124
Balance at the end of the year 50,207,266 49,072,617

*The settled amounts represent the differences of the income tax for the year 2020.

C- The profit Share of the one share
The Basic earnings per one share for the year has been calculated by dividing the

shareholders’ net share of the profit for the year by the weighted average number of
outstanding shares as follows:

31 December 2021 31 December 2020

Net profit of the year (thousands of Iraqi 1,210,429 2,586,124
dinars)
Weighted average for the number of 250,000,000 250,000,000

shares(in thousands)

Fils / Dinar Fils / Dinar
Amount of profit per one share for the 0,005 0,010
year S
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

17- Regular net accounts

The details of this item are as follows:-

Issued letters of guarantee
Issued internal letters of guarantee
Deduct- deposits of letters of guarantee

Documentary credits
Deposits of documentary credits

Total Contractual liabilities

Checks prepared for sale

Mortgages against bank facilities

In kind deposits in the custody of the bank
Important documents in the custody of the bank
Items deposited in trust with the bank

Total of Contra Regular Accounts

31 December
2021

31 December
2020

Iraqi Dinar
In Thousands

Iragi Dinar
In Thousands

112.777.748 113.748.697
(53.327,707) (53243796)
59 450,041 60 504 901
59,450,041 60504 .901
164 164

59 450,205 60.505.065

Mortgages are fixed by numbers rather than values and it was not confirmed to us that the
number of the mortgaged properties in favor of the bank was (35) properties and their
estimated value is (17,092,585 in Thousands) dinars as on 31/12/2021.
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Al Huda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

18- Net Interest Revenues:-

The details of this item are as follows

Interests Revenues :

Interests of Granted Loans
Interests of Debit Current Accounts
Total Interest Revenues

Interests Expenses

Interests of Savings Accounts
Interests on Fixed Deposits
Interests of Internal Loaning
Currency valuation differences
Total Interest Expenses

Net Interests(Expenses) revenues

2021

2020

Iraqi Dinar
In Thousands

Iragi Dinar
In Thousands

10,654 26,339
76,490 120,856
87,144 147,195
73,322 75,289
29,926 33,115
4,200 3,500
120,000 150,000
227,448 261,904
(140,304) (114,709)
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Al Huda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

19- Net Commission Revenues:-

The details of this item are as follows

Foreign currencies net revenues

Foreign currencies revenues

Net commission revenues

Commission revenue of internal remittances
Commission revenue of external remittances
Incidental revenue

Commission of documentary credits
Commission of internal letters of guarantee

Commission of issuing cashier's checks and
acceptance checks
Other banking commissions

Expenses of credit risks

Revenue of Financial bonds
Banking publications sales

Deduct: paid banking commissions

Total net commission revenues

48

2021

2020

Iraqi Dinar
In Thousands

Iraqi Dinar
In Thousands

6,405,130 8,016,760
- 100

- 33,789
785,007 628,180
141 557
25,279 3,645
10,029 85,865

- 17,312
663 470
(20,616) (31,089)
800,503 738,829
7,205,633 8755,589




Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

20- Net profit (loss) of other operations

The details of this item are as follows

2021 2020
Iraqi Dinar Iraqi Dinar
(In Thousands) (In Thousands)
Revenues
Recovered costs 657 3,805
Internal contribution revenue 33911 -
Capital revenue - -
Revenues of previous years 221 -
34,789 3,805
Expenses
Donations to others 60,000 202,000
Compensations and fines 122,363 42 211
Risks of liquidated real estate 130,300
Special services expenses 660 6,600
Losses of previous years - -
Expenses of previous years - 626
313,323 251,437
Net Profit (Loss) of other operations (278,534) (247,632)
21. Employees' salaries and the like
The details of this item are as follows
2021 2020
Iragi Dinar Iraqi Dinar
(In Thousands) (In Thousands)
Wages 2,696,449 2.877,710
Overtime wages 45,400 22,966
Incentive remuneration 189,581 207,077
Professional and vocational allocations 30,248 28,797
Other allocations 155,946 149,840
Transportation of staff 22,474 18,820
Training and Rehabilitation - 1,655
Contribution in the Social Security 111,979 112,009
Total salaries and wages and the like 3,252,077 3,418,874
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Alhuda Bank (Private Shareholding Company) — Baghdad

Clarifications about the Financial Statements for the Financial Year Ending on 31/December/2021

22- Other operational expenses

The details of this item are as follows

Commodity requirements

Fuel and Lubrications
Supplies and necessities
Stationaries

Workers' Supply

Foodstuff

Water and Electricity

Total commodity requirements

Service Requirements

Maintenance services

Advertisement and Publicity

Publication and printing

Hospitality

Celebrations

Conferences and seminars

Commodities and goods transport

Travel and delegation

General communications

Rental of Building and establishments
Renting transport means and movements
Subscriptions and membership
Insurance

Rewards for non-workers for services preformed
Legal services

Banking services

Training and Rehabilitation fees
Accounts auditing fees

Central Bank's auditing fees

Total services expenses Ty,

Other services expenses V4 w:\ fh%

Taxes and fees

Subsidies for the staff Y_/ .

Other R gy

Total other expenses
Total operational and other expenses

50

2021

2020

Iraqi Dinar
(In Thousands)

Iraqi Dinar
(In Thousands)

53,087 32,092
25,492 12,332
20,132 11,746
8,906 14,925
26,654 22,001
23,765 57,332
158,036 150,428
26,588 42,046
1,672 250
7,235 48,546
17,911 9,017
1,750 3
307,852 12,790
11,874 2,140
161,484 137,439
156,454 127,550
125,972 130,340
250,175 13,241
66,751 -

5,215 1,335
12,975 19,852
22,416 11,786
1288 2 | |
49,850 50,600
3,250 1,399
1,240,712 608,331
334,729 384,434
7,550 1,250
87,029 80,613
429,308 466,297
1,828,056 1,225,056
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