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Mahmood R. I. Alfahad Dr. Ayad R. M. Alquryshi
Certified Public Accountant Certified Public Accountant

REF No. 397/11
Date: 14 September 2020

To / Stockholders of Middle East Bank of Iraq for Investment (P.S.C)
Auditors' Report for the financial year
That ended on 31 December 2018

Greetings...

We have audited the financial position statement of Iraqi Middle East Investment Bank (P.S.C)
as on 31 December 2019, Income Statement, Statement of Changes in Equity and Cash Flow
Statement for the year ended at that date, and serial notes (from 1 to 33) and the management
annual report that prepared in the accordance with provisions of amended companies law No. 21
for 1997 and the instructions and regulations that issued according to the mentioned law, and
according to the Banks Law No. 94 for 2004 and according to the both known national and
international recognized Auditing Standards.

We have obtained the information and clarifications that were in our opinion necessary to
conduct our mission that we finished according to the implementing regulations, and according to
the known audit procedures which contain needed tests for the company's activities within our
specialty.

Management Responsibility for the Financial Statements:

Management is responsible for the preparation and disclosure of these financial statements
fairly in accordance with International Accounting Standards, in addition the management
responsibility to prepare and execute an internal control system especially concerning the
preparation and disclosure of financial data fairly and free from material misstatement resulted by
mistakes and fraudulent. Also the management responsible to determine and apply the relevant
accounting policies and using the relevant accounting estimates.

Auditors' Responsibility:

Our responsibility is to express an opinion of these financial statements based on our audit
according to the national and international standards on auditing. Those standards required that
we planning and complete the audit to obtain a reasonable confirmation whether the data were
free from material misstatement. The audit includes an examination on a test basis for the
confirming data and documents for the amounts that reflected and disclosed in the balance sheet
and accompanying statements for the year ended on 31 December 2019. Also include
revaluation of accounting principles that applied by the management, and we assume that our
audit provides a reasonable basis for our opinion, and we have the following clarifications and
notes:
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1- International Accounting Standards adoption:

The bank has continued adoption the International Accounting Standards for the fourth year.

A. The Historical Cost Approach has been adopted in valuating real estate and buildings and
equipment instead of revaluation at the end of the financial year / 2019 following international
standard No. (36) (Impairment of assets).

B.IFRS9:

The bank did not implement the financial reporting standard (IFRS 9) during the year 2019
despite the bank taking the necessary measures under the directives of the Central Bank of Iraq
contained in its official letter No. (3/6/466) on 26 December 2018 regarding the formation of the
committee to implement IFRS9 and preparing the methodology for calculating the expected
credit losses and determining the quantitative effect of it, and the bank will apply it in the accounts
of the year 2020, under the official letter of the Central Bank of Iraq No. (9/2/231) on 6 September
2020.

2- Events after reporting period :

In paragraph (8) of the management report, page (45), the bank's management disclosed the
subsequent event after the date of the balance sheet on 31 December 2019, when the WHO
announced that COVID19 is a pandemic on 11 March 2020 which led to stop or disrupt most
businesses around the world due to the fear of spread of this pandemic , it has become
imperative to follow the quarantine and restrict the movement of citizens to prevent the spread of
that pandemic as well as take a number of appropriate preventive measures , and that may affect
the bank's financial position and its result of the activity for the financial year 2020 as a result the
financial statements for the year ended on 31 December 2019 were not issued until a date later
than the day of announcing (the Corona pandemic) on 11 March 2020 and according to what was
stated in International Accounting Standard No. (10) ({Events after the reporting period},
depending on the principle of the necessary disclosure of this event without the need to amend
the financial statements for the year 2019.

3- Financial position statement :

3-1- Cash and Cash Equivalent:

The balance of cash and cash equivalent on 31 December 2019 amounting (326,833) million
IQD, which decreased by (148,162) million IQD about (31%), as compared with the previous year
amounted (474,995) million IQD and we have the following:
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Details

31/12/2019

31/12/2018

Differences

[@]D) QD QD
Cash on hand of the branches 128,054,186,422 | 240,587,311,108 | (112,533,124,686)
Cash on hand of the general management 48,225,250,000 | 37,490,500,000 | 10,734,750,000
Total foreign currency cash 10,079,401,150 | 14,498,072,260 |(4,418,671,110)
Cash on hand of Sector 12,638,000 30,559,000 (17,921,000)
Central Bank of Iraqg 89,891,403,491 133,407,313,691 | (43,515,910,200)
Central Bank of Iraq /Statutory deposits 40,826,274,560 | 38,136,661,080 | 2,689,613,480
Central Bank of Iraq / Insurances reserve 752,720,041 1,545,905,061 (793,185,020)
Local banks 2,817,870,933 2,425,468,831 392,402,102
Foreign banks 6,184,084,222 6,892,196,328 (708,112,106)
Foreign banks (Bank overdraft 10,589,132 19,410,828 8,821,696

326,833,239,687

From the table above we note some of the detailed indicators are shown as follows:

474,994,576,531

A- The balance of cash on hand of the main branch and other branches amounting (186,372)
million 1QD on 31 December 2019 which includes total foreign currency cash and matches
the cash counting report.

B- All balances at Central Bank of Iraq amounting (131,470,398,092) IQD on 31 December 2019
have been matched with bank's statements and its confirmation letters.

C- The balance of local banks amounting to(2,817,870,933) 1QD on 31 December 2019, all
balances have been matched with the local banks' statements and their confirmation
letters.

D- The monetary asset of foreign currency amounted (8,470,085) dollars on 31 December
2019, was evaluated on the exchange rate of (1190) Iraqgi dinars per (US dollar) which
equivalent to (10,079,401,150) IQD.

E- Within the cash of local banks, the following bank balances were included:-

31/12/2019

31/12/2018

EELEREE QD

QD

Rafidain Bank 666,972,919 666,972,978
Rasheed Bank 300,422,386 300,422,476
Dalal Bank 397,000,000 397,000,000

1,364,395,305 1,364,395,454

The table above shows that there was no movement on banks' balances during the financial

year 2019, which requires taking measures to find out the reasons for this or to settle the
suspended accounts if any.

F- The balances of foreign banks amounting to(6,184,084,222) 1QD, the bank depended on
SWIFT for matching these balances, and we did not obtain any confirmation letter from
foreign banks regarding these balances on 31 December 2019.
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G- Within the balance of foreign banks, an amount (1,474,807,579) 1QD represents the
remainder of the investments in the International Investment Company LLC. In the State of
Kuwait, whereas (20,000) investment units were purchased by the previous management in
2006 at a price of (100) US dollars per unit with total amount (2,000,000) US dollars, we
recommend to take the necessary measures to settle this account in accordance with the
terms of the contract.

3-2- Investments:

A. Investment in subsidiaries:

1- The balance of the investment in subsidiary companies amounted (32,994,835,046) QD on
31 December 2019 compared to its balance at the end of the previous vyear
(33,336,935,046) 1QD, with a decrease of (342,100,000) IQD due to the change of the
Middle East Software Company from subsidiary company to one of the companies at fair
value through Other comprehensive income where the bank’s contribution in the
aforementioned company decreased from (62%) to (3.421%).

2- A number of subsidiary companies are still exposed to losses on the result of activity and
another part makes profits. The bank’s share of the net results of the activity (accumulated
losses) up to 31 December 2019 amounted (12,254,659,325) IQD, as shown in the following
table:

Contribution Profit / (loss) Bank's share
Amount 31/12/2019 31/12/2019
[@]8] IQD QD

Capital

Subsidiary company Million 1QD

1) | Bara'am Alkhair for stock 100% 100,000,000 46,875,512 46,875,512
exchange

2) | ALribas for poultry 30,000 99% 24,381,090,082 (12,711,590,710) | (12,584,474,803)

3) | ARMIK for tourism 3,000 97% 2,749,356,138 (509,629,643) (494,340,754)
investment

4) | Etihad Alsharg Alawsat 3,000 98% 2,864,938,826 (763,053,607) (747,792,535)
contracting

5) | Ebdaa Etihad Alsharq 3,000 96% 2,899,450,000 1,5688,617,974 1,625,073,255
Alawsat contracting
Net (loss) /profit 32,994,835,046 | (12,348,780,474) | (12,254,659,325) |

3- During the year 2017, the bank's management calculated losses of impairment of
investments in subsidiary companies amounted (5,708) million 1QD and deducted it from
the investment balance in subsidiary companies.

4- According to the requirements of international accounting standards about taking into
consideration the losses incurred by subsidiaries and the realized profits until 31 December
2019, and according to the previous table as follows:
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Amount
QD

BEIENS

The bank's share from the result of activity until 31 12,254
December 2019

Less: (5,708)
The amount to be adopted as impairment losses for

investments in subsidiary companies and deducted 6,546

from the balance of those investments

B. Financial assets at fair value through other comprehensive income statement:

1- The balance of Financial assets at fair value through other comprehensive income
amounting (3,409,908) thousand IQD on 31 December 2019, compared to (3,067,773)
thousand IQD at the end of the previous year, all of them are not listed in the Irag Stock

Exchange, as shown in the following table:

Capital Contribution Profit / (loss) Bank's share
# Company's name Million Amount 31/12/2019 31/12/2019
IQD QD QD QD

1) | Middle East Software 10,000 3,421% 342,100,000 743,873,774 462,839,098

2) | Iraqgi deposit insurance 100,000 0.79% 789,473,680 - -

3) | Iragi Company for Bank | 9,626 8.73% 841,068,000 - 52,427,000
Guarantees

4) | Iraq Stock 5,000 7% 350,000,000 - -
Exchange/Erbil

5) | Small business 16,464 11.66% 1,087,267,250 - -
financing

3,409,908,930

743,873,774 515,266,098

2- The legal procedures have been completed to increase the capital of the Middle East
Software and Systems Company (P.S.C) from (550,000,000) IQD to (10,000,000,000) 1QD,
according to the official letter of Companies' Registrar Authority No. (10620) dated on 16
April 2019. The bank did not participate in that increase, thuseducing its shareholding ratio
from (62%) to (3.421%) of the capital.

4- Credit:

A: Cash Credit:

The balance of the cash credit amounting to(104,005,777,422) IQD 31 December 2019,
compared to the balance at the end of the previous year amounted (104,258,315,425) 1QD,
the following table shows the details of cash credit:
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31/12/2018

Differences

QD

IQD

QD

Short term loans \ private sector \ companies 42,293,135,336 | 42,293,135,336 | -

Short term loans \ private sector \ individuals 39,729,919,977 | 36,864,993,053 | 2,864,926,924
Account receivable\ private sector \ companies | 13,377,798,740 | 13,375,765,922 | 2,032,818
Account receivable\ private sector \ individuals | 3,256,464,999 5,660,643,985 (2,404,178,986)
Car loans 3,118,885,870 3,556,988,885 (438,103,015)
Employee advances 2,034,970,416 2,284,859,860 (249,889,444)
Agricultural loans 149,665,793 | 149,665,793 5

Gold loans 44,936,292 72,312,592 (27,376,300)

Total 104,005,777,423 104,258,365,426 252,588,003

1- The balance of loans and account receivable / individuals and companies / private sector on
31 December 2019, amounted (98,657,319,052) 1QD compared to its balance at the end of
the previous year amounted (98,194,538,295) 1QD, with an increase of (462,780,757) 1QD,
and a percentage of (0.4%).

2- The interest rate to the total loan and account receivables on 31 December 2019 about
(37%) compared to the rate at the end of the previous year about (33%).

3- The balance of the Short term loans \ private sector \ companies amounting
(42,293,135,336) 1QD , which is equal to its balance at the end of the previous year without
any repayment.

4- The balance of short term loans \ private sector \ individuals was (39,729,919,977) 1QD,
compared to its balance at the end of the previous year amounted (36,864,993,053) 1QD .

5- Most of the balances of Short term loans \ private sector \ companies borrowed by a
number of subsidiaries of the bank and were due for repayment from previous years.

6- An increase in the balance of short term loans \ private sector \ individuals by
(2,864,926,924) 1QD over the previous year, which requires making the necessary efforts to
pay off the above accounts at the level of the individuals and companies sectors.

7- The balance of Account receivable\ private sector \ companies amounted (13,377,798,740)
IQD on 31 December 2019, compared to its balance as at the end of the previous year
amounting (13,375,765,922) 1QD, which without any payments or movement during the
financial year 2019, especially the account of the Carthage Engineering and contracting
Company with an amount up to (13,102) million IQD accrued from previous years, which
requires making the necessary efforts to pay off the amounts owed by companies.

8- The balance of Account receivable\ private sector \ individuals amounted (5,660,643,985)
dinars, which decreased by (2,404,178,986) dinars about (43%) from the previous year.

We refer here to the efforts made to pay off the amounts owed by individuals, and we
recommend that efforts to be continued to obtain the bank debt owed by others.

9- The balance of the car loan amounted (3,118,885,870) IQD on 31 December 2019,
compared to its balance at the end of the previous year with an amount of (3,556,988,885)
1QD, which constitutes a relatively high as compared with its repayment.
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10-The balance of the Gold loans amounted (44,936,292) IQD on 31 December 2019, which is
less than the balance at the end of the previous year.

11-The balance of agricultural loans amounted (149,665,793) 1QD on 31 December 2019, which
is equal to the balance at the end of the previous year without any repayment.

12-The provision of decreasing in cash credit amounted (16,743) million 1QD on 31 December
2019, while in the previous year it was (16,489) million 1QD, which is approximate to the
previous year. In our opinion, the calculated provision is not sufficient.

The above indicators confirm the accumulation of debts owed by customers and the
repayments are not commensurate with the amount of the debt, as well as the increased
interest calculated as a result of loan default and overdraft.

B: Contractual Credit:
1- The balance of |etters of guarantee (local and foreign)decreased to (15,732) million 1QD on

31 December 2019, compared to the balance at the end of the previous year amounted
(26,084) million 1QD, in spite of the decrease in the activity above, its revenues increased.
The reason is that most of the letters of guarantee have been extended and additional
revenues have been realized as a result of that extension.

2- The balance of letters of credits amounted (7,228) million IQD orB1 December 2019,
compared to the balance amounted (10,193) million IQD with a decrease of (2,965) million
IQD of the previous year, and the received insurances amounted (1,052) million I1QD, and
their revenues earned amounted (27,249,061) IQD compared to the revenues of the
previous year amounted (16,372,581) 1QD.

5- Debtors:
The balance of debtors amounted (90,214,324,608) 1QD on 31 December 2019, compared
to the balance of (82,931,798,660) 1QD at the end of the previous year, which with an
increase of (7,282,525,948) 1QD about (8.8%), the following table shows the details of
debtors:
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31/12/2018

Differences

90,214,324,609

82,931,798,660

1QD QD QD
Debtors\ private sector \ companies 93,386,095 96,078,095 (2,692,000)
Debtors\ private sector \ individuals 2,466,643,093 2,131,609,557 | 335,033,536
Foreign debtors - 23,526,300 (23,526,300)
Non-trade receivable 39,908,640,022 | 39,196,024,117 | 712,615,905
Security deposits 60,400,000 60,400,000 -
Loan or overdraft interests 36,847,904,841 | 30,854,227,822 | 5,993,677,019
Accrued revenue 441,790,739 443,914,889 (2,124,150)
Stored Materials and supplies 32,457,633 35,190,973 (2,733,340)
Cash discrepancy 10,887,000 11,836,000 (949,000)
Legal fees 439,996,178 396,306,889 43,689,289
Advances for activity purposes 3,604,000,000 2,260,300,000 | 1,343,700,000
Employee advances 14,275,000 4,775,000 9,500,000
Debtors for delayed debt (unpaid debt) 1,082,520,507 1,652,659,237 | (570,138,730)
Debtors of letters of guarantee 677,080,959 680,765,199 (3,684,240)
Delayed debt (unpaid debt)/ shipping documents | 4,503,760,108 | 4,503,758,883 | 1,225
Advances for USD exchange 30,582,434 580,425,699 (549,843,265)

7,282,525,949

A- Within the balance of non-trade receivables amounted (32,877,923,000) 1QD, which
represents the debt owed by the former chairman and others for the lawsuits against them
in the Iraqgi courts that have not been resolved up to its date. We referred to it in our report
of the previous year no. (750/35 MS / 2019) on 12 September 2019.

B- The balance of accrued interests of (loans and overdraft) amounted (36,847,904,841) IQD
on 31 December 2019 compared to its balance of (30,854,227,822) IQD at the end of the
previous year without collection. We recommend making the necessary efforts to settle and
collect it.

C- Within the balance of debtor, amounts without any payments or settlements during the
financial year 2019, and most of them were due from previous years. As shown in the
following table :

Details 31/12/2019 31/12/2018
QD [@]D]
Delayed debt (unpaid debt)/ shipping documents | 4,503,760,108 4,503,758,883
Debtors of letters of guarantee 677,080,959 680,765,199
Accrued revenue 441,790,739 443,914,889

Total

- ©
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D- Some debt accounts without collection or settlement and higher than the previous year, as
shown below:

Details 31/12/2019 31/12/2018
QD QD
Advances for activity purposes 3,604,000,000 2,260,300,000
Debtors\ private sector \ individuals 2,466,643,093 2,131,609,557
Legal fees 439,996,178 396,306,889
Total 6,510,639,271 4,788,216,446

knowing that within the advances for activity purposes an amountof (3,195,000,000)IQD,
which represents an advance owed by the subsidiary company of the bank (Ribas For Feed),
which was supposed to be recorded within the loans owed by the subsidiary companies. We
recommend to follow and collect it.

E- The balance of delayed debts (unpaid debts) decreased to an amount of (1,082,520,507)
IQD on 31 December 2019, compared to its balance of (1,652,659,237) 1QD at the end of the
previous year, which is a good indicator for the collection of these debts. We recommend
continuing to make the necessary efforts in this trend.

F- Due to the increase in the balance of the debtors account on 31 December 2019, compared
to the previous year, we recommend making the necessary provision to face the possible
credit losses as a result of non-payment.

3-5- Other assets:
A- Property, plant and equipment:

1. An inventory of property and equipment was carried out by the bank's management and
under our supervision, and the results were identical to what was documented in the
records at the end of the financial year 2019.

2. We confirm what was mentioned in our report of the previous year regarding the Land
Cruiser car (2011) numbered (267345 / Erbil) and registered to person name. We
recommend registering it to the bank name.

B- projects in progress:

The balance of projects in progress have not changed during the year amounting
(297,276,269) 1QD. We recommend making the settlement of this account and adding it to
the bank's property and building.

3-6- Current accounts and deposits:

There is a significant decrease in savings accounts and accounts payable , except for
deposits and drafts drawn on banks, which have been increased at the end of the year 2019
compared with the previous year , as shown in the following table :
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31/12/2019 31/12/2018 Differences

HeHil IQD IQD IQD
Accounts payable 119,225,421,332 | 252,221,250,412 | (132,995,829,080)
Savings accounts 125,626,868,598 | 158,180,549,156 | (32,553,680,558)
Fixed deposits 26,566,133,536 | 19,200,646,028 | 7,365,487,508
Letter of guarantee insurance 6,744,232,252 7,242,524.,444 (498,292,192)
Letter of credit insurance 1,052,317,631 1,075,844,490 (23,526,859)
Certified checks 151,629,918 186,508,474 (34,878,556)
Drafts drawn on the bank 926,031,113 904,771,986 21,259,127
Checks drawn on the bank 7,072,597 14,343,289 (7,270,692)

Total 280,299,706,977 439,026,438,279 (158,726,731,302)

A-The balance of accounts payable amounted (119,225,421,332) IQD on 31 December 2019,
compared to the balance of (252,221,250,412) on 31 December 2018, which decreased by
(132,995,829,080) 1QD about (52.7%).

B- The balance of the savings accounts amounted (125,626,868,598) IQD on 31 December
2019, compared to the balance of (125,626,868,598) on 31 December 2018, which
decreased by (32,553,680,558) 1QD about (20.6%).

C- The balance of the fixed deposits amounted (26,566,133,536) IQD on 31 December 2019,
compared to the balance of (19,200,646,028) on 31 December 2018, which increased by
(7,365,487,508) 1QD about (27.7%).

D-There is a decrease in the following accounts except for the increase in the drafts drawn on

the bank:
Details Decrease/Increase

1QD

Letter of guarantee insurance (498,292,192)

Letter of credit insurance (23,526,859)

Certified checks (34,878,556)

Checks drawn on the bank (7,270,692)

Drafts drawn on the bank 21,259,127

Total (542,709,172)

E- There is a significant decrease of (158,727) million IQD from most of the aforementioned
accounts indicates a decline in the bank’s activities and a decrease in its positive results.

I
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3-7- Creditors:

The balance of the creditors amounted (102,343,967,696) IQD on 31 December 2019,
compared to its balance of (87,480,050,380) 1QD at the end of the previous year which
increased by (14,863,917,316) IQD about (17%).

Details 31/12/2019 31/12/2018 Differences
QD QD QD

Accrued and unpaid interests 63,361,534,954 | 57,486,096,029 | 5,875,438,925
Payment received in advance 17,931,289,418 | 9,807,845,572 8,123,443,846
Withholding amounts 7,552,389,937 7,525,390,514 26,999,423
Creditors / financial sector 4,142,690,275 4,436,260,819 (293,570,544)
Dividend payable 4,158,566,288 4,506,985,763 (348,419,475)
Accrued stamp duties 1,888,590,842 1,899,749,581 (11,158,739)
Accrued interests / running interests 633,960,812 407,508,235 226,452,577
Creditors/government sector 435,250,000 - 435,250,000
Revenue received in advance 184,019,489 - 184,019,489
Amounts received for companies registration 346,170,000 264,268,000 81,902,000
Accounts and remittances under the settlement | 261,784,947 4,883,094 256,901,853
Deceased clients' balances and compensations | 376,090,655 190,142,976 185,947,679
Amounts seized upon authorities' request 446,265,823 415,962,000 30,303,823
Unclaimed amounts 380,231,102 206,743,309 173,487,793
Employees deductions 84,052,284 216,727,100 (132,674,816)
Creditors / private sector/ individuals 81,412,351 41,013,843 40,398,508
Accrued administrative expenses 72,000,000 64,000,000 8,000,000
Trade payables 1,625,000 430,000 1,195,000
Deposit for companies share subscription 6,043,519 6,043,519

14,863,917,342

102,343,967,696 87,480,050,354

A- Within the balance of creditors, accrued and unpaid interests amounted (63,361,534,954)
|IQD, which are shown in the following: -

1. An amount of (32,877,932,000) IQD has been recorded as a debt owed by the former
Chairman of the Board of Directors and others and mentioned in paragraph(3-3-A) / Debtors
above.

2. An amount of (30,483,602,954) 1QD for accrued and unpaid interest and similar to the
accounting treatment above, where it has a corresponding balance in the debtor's account
(loans and overdrafts interests).

In our opinion, this treatment is not correct. Nevertheless, the important is to collect this
amount owed by the clients.

B- There are suspended amounts within the creditors' accounts, we recommend to settle them,
as shown in the following table:

I - I
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Details A

QD
Accounts and remittances under the settlement 261,784,947

Deceased clients' balances and compensations 376,090,655
Unclaimed amounts 380,231,102

Total 1,018,106,704

3-8- Long-term loans:
The balance of the Central Bank of Iraq loan amounted (5,761,986,667) 1QD at the end of
2019, compared to its balance of (4,136,136,667) IQD at the end of the previous year, with an
increase of (1,625,850,000) IQD and a rate of (39%).
We recommend using this loan for the purpose to which it was set up in financing small and

medium businesses to enhance the national economy and serve the investment sector.

3-9- The balance of total assets amounted (658,231,494) thousand IQD compared to the
previous year amounted (800,749,802) thousand QD with decrease of (142,518,308)
thousand IQD and a rate of (18%). This decrease was concentrated in cash item, at an amount
of (147,854,448) thousand 1QD with a rate of (32%), an increase in the debtor's item
amounting (6,777,644) thousand dinars with a rate of (7%), and a decrease in the clients'
deposits by (37%).

4- The results of the activity
4-1- Income statement:

A- The bank achieved an income before income tax of (193,789,225) 1QD for the financial year
2019 compared to losses for the previous year amounting to (2,295,241,551)1QD, as shown in
the table below:

Details 2019 2018 Differences

(Expenses) QD QD QD
Salaries and wages 9,253,375,375 9,682,036,762 (428,661,387)
Banking operations 6,276,104,330 7,513,706,447 (1,237,602,117)
Commodity expenses 565,969,586 574,020,591 (8,051,005)
Service expenses 2,533,753,883 3,201,304,912 (667,551,029)
Depreciation and amortization 2,547,596,231 2,648,922,922 (101,326,691)
Transferable expenses 1,836,844,397 1,5623,226,338 313,618,059
Other expenses 5,283,430 248,062,901 (242,779,471)

23,018,927,232  25,391,280,873  (2,372,353,641)
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Details

(Revenues)

31/12/2019
QD

31/12/2018
QD

Differences
(@]}

Revenue of service activity 164,284,300 238,114,915 (73,830,615)
Revenue of foreign currency auction 13,715,738,000 2,832,904,620 10,882,833,380
Revenue of foreign currencies exchange 69,470,942 27,808,476 41,662,466
Loan interests 2,872,283,952 1,266,645,427 1,605,638,525
Overdrafts interests 1,252,500,937 3,070,946,429 (1,818,445,492)

Domestic money transfer charges

1,495,209,775

1,530,093,160

(34,883,385)

23,212,716,457

22,596,039,322

Wire transfer fees 26,366,211 9,018,033,128 (8,991,666,917)
Credit card commission 141,322,916 191,045,086 (49,722,170)
Letter of credits commission 27,249,061 16,372,581 10,876,480
Letters of guarantee commission 507,887,201 486,586,736 21,300,465
Bank commissions 2,133,969,266 1,846,769,116 287,200,150
Investment revenues 57,658,705 1,521,080,320 (1,463,421,615)
Other revenues 748,775,191 549,639,328 199,135,863

616,677,135

B- The total expenses for the financial year 2019 amounted (23,018,927,232) 1QD, with a
decrease of (2,372,253,641) 1QD from the previous year by (9.4%). This decrease was
estimated to be concentrated in all items of expenses except for the item of transferable
expenses.

C- The total revenues for the financial year 2019 amounted (23,212,716,457) 1QD compared to
the previous year, with an increase of (616,677,135) QD by (2.7%). The increase
concentrated in the foreign currency auction revenues followed by the loan interests and
bank commissions, and the decrease concentrated foreign currencies exchange revenues
item (accounting treatment for the year 2019 has been changed by recording foreign
currency auction revenues, while in previous years they were recorded as wire transfer fees)
as well as the overdraft interests and the investment revenue item.

4-2- Foreign currency auction :

- The purchases from the foreign currency auction window and the revenues earned from it
during the financial year 2019 as listed below:
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Details Amount (USD)
Purchases for the purpose of foreign transfer 2,865,919,000
Purchases for the purpose of foreign currency 294,210,000

exchange companies
Purchases for the purpose of the bank's monetary 6,950,000

auction

Total 3,167,079,000
Details Amount (USD)

Revenue of the foreign transfer 13,180,618,000

Revenue of foreign currency exchange 588,420,000

companies

Revenue of monetary auction 13,900,000

Add:-

Revenue earned from the execution of foreign 42,000,000

transfers for the year 2018

Total 13,824,938,000
Less:-

The amounts that were not realized during the

year that pertain to the year 2020 and shown as

suspended amounts in the bank statement, as

detailed below:

Bank share (1,200,000)
Foreign transfer (108,000,000)
Total (109,200,000)
Total revenues 13,715,738,000

5- Other general matters:
5-1- Lawsuits:
1- Lawsuits that filed by the bank against others:
A-The number of cases is (19) lawsuits amounted (41,393,000,647) 1QD, and detailed as
follows: -

I 5




laiiwll i@l Al GHl O s

IRAQI MIDDLE EAST INVESTMENT BANK

159l il

Type of lawsuit NO. Amount
Lawsuits rejected - -
Lawsuits under investigation 10 41,142,222,543
Lawsuits resolved in favor of the bank 2 58,916,376
Lawsuits to be executed 5 175,794,909
Lawsuits have been paid 2 16,066,819

Total 19 41,393,000,647

B- Lawsuits that filed by others against the bank:

The number of cases is (11) lawsuits amounted (2,888,964,523) IQD, and detailed as
follows: -

Type of lawsuit NO. Amount
Lawsuits rejected 1,794,756,724
Lawsuits under investigation -
Lawsuits resolved in favor of the others 1,093,937,799
Lawsuits to be executed - -
Lawsuits have been paid - -
Total 1 2,888,694,523

AINO

5-2- Capital adequacy:
The capital adequacy ratio reached(111.2%) , which is higher than the minimum ratio
determined by the Central Bank of Iraq stated to be (12%).

5-3- Stock price:
The stock price at the market is (0.1) IQD according to the last session of Iraq stock
Exchange Market ended on 31 December 2019, while it was (0.13) 1QD according to the last
session of 2018, and comparing with the stock book value of (1.070) IQD at the end of 2019.

5-4- Anti-Money Laundering and Terrorism financing:

The bank is implementing measures to prevent money laundering and terrorist financing
during the year under audit, and these measures are implemented in accordance with the
Anti-Money Laundering and Terrorism Financing Law No. 39 of 2015 and the instruction
issued by the Central Bank of Iraq, and we have seen the anti-money laundering reports that
were sent to the Central Bank of Iraq that were prepared in accordance with the mentioned
law and its instructions.

- v
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5-5- Internal Control:

reviewed. The internal control system included the necessary procedures that were fit with
the size and nature of the banks’ activities. These reports included all the bank's activities and
its branches and diagnosed many important observations that were presented to the Board
of Directors. Most of these observations were liquidated by the Internal Control Department
and in cooperation with the senior management of the bank.

5-6- Compliance Observer:

We have reviewed the reports of the compliance observer for the year under audit that were
prepared according to the instructions of the Central Bank of Iraq and were discussed in the
bank’s board of directors.

According to the bank's records and the clarifications that were given to us:

1. The computerized accounting system that used by the bank was suitable with the keeping
records system and included as we estimate recording all of the assets, liabilities,
expenditures and revenues of the bank and the internal control system included all
necessary procedures to provide the accuracy and correct data with a degree that
considered suitable with bank activities.

2. The inventory of property, plant and equipment and the cash assets count were in the right
way under our observation and the valuation conducted according to the principles and
basis adopted by International Accounting Standards, except the property, plant and
equipment which adopted the historical cost approach.

3. The financial statements prepared according to the International Accounting Standards
consistent with legislation and it is completely agree with what records shown and it's
organized according to both amended companies law, banks law and its instructions.
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Opinion

By taking the clarifications and notes above into consideration, our opinion according to
the information and clarifications that were provided to us, the financial data and the
attached management report match with the records and comply with legal requirements
and regulations, and it expresses the financial position of the bank fairly and clearly with
performance indicates included as on 31 December 2019 and its results of activity and cash
flows for the year that ended at that date.

Please review and take the appropriate action ...With regards

Mahmood R. Ibrahim Al-Fahad Dr. Ayad R. Mahdi Alquryshi
Certified Public Accountant Certified Public Accountant
Member of Iragi CPAs Association Member of Iragi CPAs Association

From Adel Alshaybi Audit firm
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