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Al-Ataa Islamic Bank

Al-Ataa Islamic Bank
For Investment & Finance P. S. C

Financial Position Statement as on December 3172023

Cash flows from operating activities:

oY\ cUosil Bpon

Statement-D

Net profit (loss) for the vear before tax Bl 8,467.941,029 1,961,014,048
Add depreciation for the year 25 328.663,058 1,218,872.823
Less: amortize deferred revenue expenses. 13 (456,012,745) (490,520,106}
Less: provision for income tax. (1,520,000,000) (127.971,787)
Less: add expenses for various provisions (5,318,286,365) (5,915,223,706)
Operating profit before changes in operating 1.502.304.977 (3.353.828.728)
assets and liabilities
Less the increase 1n cash credit granted, and the 4 2.803.324.412 {23,173.274,027)
decrease 15 added
The decrease in other assets is added 5 435,474,331 80,012,522,339
Less the decrease in customer deposits 9 (4.857.733,721) (4.869,857,878)
Less the decrease in customer guarantees and 10 98,894 437,085 (3,357,079,143)
banking activity liabilities
Less the decrease, and add the increase in other 11 (12.449.748.567) (70,692.137,691)
credit accounts
Cash received and paid from and to operations 84.825,753.540 {22.079.826.400)
Net cash flows received (paid) from operating 86.328.058.517 (25.433.655.124)
activities
Cash flows from investing activities:
Less purchases, add proceeds from the sale of 3 5,500,782,000 13,911,055,200
investments
Less purchases, add proceeds from projects under 9,392,161,933
execution
Less purchases of properties, buildings, and 6 (156,126,000) (130.435,548.650)
equipment
Add disposals and sales of properties, buildings, 6 15.899,163.605 63,521,421
and equipment
Less provision for sold and written-off properties 6
Adjustments to the provision for sold and written- 6 (3.895,067,258) (90,544,573)
off properties
Net cash flows from investing activities 17.348.752.347 (107.159.354.669)
Cash flows from financing activities:
Add the increase; less the decrease in received 12 (84,482,758) 800,000,000
loans
Adjustments between reserves. 2,336.603,969 270,979,438
Less the revaluation reserve (land) (9,708.408,059) 130,321,250,320
Net cash flows from financing activities (7,456,286,848) 131,392,229,758=""=.
Increase in cash and cash equivalg ing the 96,220,524,016 (1,200,780;105) e P,
year ; o) /
Cash on January 1 P o 281 17,324,259.215 18,527,(39,320. o o i 29
Cash on December 317" 2 3\ 2&1 113,544,783,231 17.324.259.215 - o fussa (8 (30
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Al-Ataa Islamic Bank
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Al-Ataa Islamic Bank

For Investment & Finance P. S. C

Statement of financial position as of 31/12/2023

Statement Clarification December 31™, 2023 December 31", 2022

Amount/IQD Amount/ 1QD

Assets

Cash in bank vaults and balances with the Central 1 13,153,659,921 14,448,428,063

Bank

Balances with financial institutions v 100,391,123,310 2.875,831,152

Foreign investments - Beirut Branch 3A 9,788,162,800 15,288,944,800

Financial assets available for sale at fair value 3A 28.647,389,900 31,430,289.449

Islamic financing (Murabaha) 4 32.513,506,762 35,316,831,174

Other assets SA 190,404.968,595 190,840,442 926

Properties, buildings and equipment (at book value) 6 265.569.634,231 278,289.847.704

Properties, buildings and equipnient under 7 1.052,200.000 1,052,200,000

construction

Total assets 641.520.645.528 569.542.815.268

Liabilities and Equity

Liabilities and Short-Term Financing Sources

Customer deposits, savings and investment 9 51,924 877.752 56,782,611.473

deposits

Customer insurances for banking activities and 10 121,716,704,836 22.,822.267,739

current accounts

Other accounts payable (other liabilities) 11 77,733,290,434 90,183,039,001

Miscellaneous provisions 11A -5,318.286,366 2.370,859,688

Provision for operational risks 11B 96,092,684 -

Received loans 12 1,065,517,242 1,150,000,000

Provision for income tax 1,520,000,000 39,160,368

Total liabilities and short-term sources of 248,738,196,582 173.347938.269

financing

Equity

Capital (divided into Dinars per share) C 250,000,000,000 250,000,000,000

Legal Reserve (e 6.770,723.650 6.401,662.230

Reserve for change in fair value of financial assets i 20.393.633.996 23.176,533,536

available for sale

Other Reserves a 954,362,974 954,362,974

Reserve for replacement of fixed agsets i 1.920,981.268

Reserve for revaluation of land & 120,612,842,191 130,321,250,250

Accumulated Deficit ¢ (16,740,442,407) (18,525,660,605)

Accumulated Surplus C 8,870,347.274 3.866,728.614

Total Equity 392.782.448.946 396,194.876,999

Total Liabilities and Equity 641.520.645,528 569.542.815.268

Against Obligations in the Bank’s custody (off- 8 37.430.818.193 44.863,828.704

balance sheet accounts) net

Accountant

Managing Director
Kadhim Khalaf Al-Shemmart

Head of the Board of Jisestars .

Kareem Mohammed Qé‘s](.‘?_ll-i@mm-:gn :
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Al-Ataa Islamic Bank

Al-Ataa Islamic Bank

For Investment & Finance P. S. C

Statement of Income List as of 31/12/2023
December 31", 2023

Statement

Clarification

December 31", 2022

Amount/IQD Amount/ 1QD
Income from banking operations
Income and returns from cash and investment 14 21,048,468 18,118,600
facilities
Banking operations expenses are deducted 20 (571,507.044) (481.472,730)
Net income and returns from cash and mvestment (550,458,576) (463,354,130)
facilities
Commissions and revenues from pledged credit 15 25,374.077.866 7.537.276,146
Other banking activities revenues 17 77,093,058 72,058,819
Banking operations risk expenses are deducted 21 (10,006,452,905) (3.602,255)
Net revenue and commissions from pledged credit 15.444.718,019 7.605,732,710
and other banking activities
Add
Income from selling and buying foreign currencies 21 58.848.870 10,211,667
Net income from banking operations 14,953,108,313 7.152.590,247
Salaries and wages 22 (1,632,461,374) (1,801,156,959)
Administrative expenses 23 (2,896,579,387) (2,392,507.257)
Depreciation and amortization 6A (784.675,803) (1,218,872 823)
Total administrative expenses and depreciation 5.313,716,564) 5.412.537,039)
Net income from current operations (regular) 9,639.391,749 1,740,053,208
Add revenues from non-current operations / other 19 1,103,756.886 729,127,134
revenues
Deduct expenses from non-current operations / 25 (2253946673) (508,166,294)
other expenses
Net income before tax 8,489,201,962 1.961,014,048
Deduct income tax 26 (1,107,973,572) (39,160,368)
Net profit for the year after tax 7.381,228,390 1,921.853,680
Basic and diluted earnings (loss) per share 13 0.029 0.007

Accountant Managing Director Head of the Board of Directors
Lubna Adil Khalil Kadhim Khalaf Al-Shemmari Kareem Mohammed Al-Shemmari
M/ 38620

Seal of the Republic of Iraq

Accounts Supervision and Audit Couneil

Secretariat

We certify the authenticity of the seal and signature gﬂjjbk.ﬁlsL!itQ{j;' :

T —

licensed to work as an auditor for the year 2023, "ﬁjﬁ{ﬂn assuming%ﬁp_
responsibility for these financial statghients.ojabl £21 72
Uday Taha Dawood | ..l s jisll e g8 jao
No. 6563 on 25/05 | . centerior franslation |
Signature: signed
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Al-Ataa Islamic Bank oY\ cUosil Bpon

Al-Ataa Islamic Bank

For Investment & Finance P. S. C

Statement of comprehensive income as of 31/12/2023

Statement Clarification

Net profit for the year 7.381,228,390 1.961,014,048

Net unrealized gains and losses on available-for- 3B (2,782,899,540) 21,778.741,038
sale financial assets at fair value
Increase in investments resulting from distribution - -
of bonus shares (capitalization)
Net gains and losses on revaluation of fixed assets \ = 130,321,250,250
land
Gains and losses resulting from translation - -
differences in foreign currency transactions
Gains and losses resulting from hedging of foreign - -
currency transactions

Total comprehensive income for the year 4.598,328,850 154,061,005.336
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Al-Ataa Islamic Bank oY\ cUosil Bpon

3. The bookkeeping system and manual records used by the bank align with the requirements of
Bookkeeping System No. (2) of 1985, as amended, covering assets, liabilities, and revenues.

4. The inventory of fixed assets and cash was conducted accurately, with the tesults matching the
records. These assets were assessed according to established accounting principles and standards.

5. The [inancial statements were prepared in compliance with Financial Accounting Standards,
International Financial Reporting Standards, and applicable laws and regulations, and they [ully
refllect the records.

6. The annual management report and the financial and accounting information it contains accurately
reflect the perspective of the bank's management.

7. The financial statements were prepared in accordance with Financial Accounting Standards,
International Financial Reporting Standards, and applicable laws and regulations, and are fully
consistent with the records.

Summary of Opinion

In our opinion, based on the available information and clarifications, the financial statements and the
accompanying management report are consistent with the records and comply with legal requirements.
They clearly and fairly present the financial position and results of the banl's activities for the fiscal year
ending 31/12/2023.

Regards,

Seal and signature of M.SHKARA Co. & Parters
for Monitoring and Auditing of

Accountant AT il
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Al-Ataa Islamic Bank oY\ cUosil Bpon

Twenty-nine: Other Information

1. Audit fees for auditors have been established in accordance with the guidelines set by the Auditing
and Control Profession Council.

2. Management is responsible for the information presented in its annual report. Our opinion on the
financial statcments does not c¢xtend to this information, and we do not provide any form of
confirmation or conclusion regarding it.

Thirty: Subsequent Events

1. According to the Central Bank of Iraqg’s letter No. 95/2/9 dated 08/02/2023, there has been a
directive to amend the valuation of foreign currencies (dollar) and any currencies based on their
relationship to the dollar in the financial records and banking svstems as of 08/02/2023. This
amendment aims to reflect the difference between the currency’s holding cost and its current value
alter the exchange rate adjustment, aligning with the cost of obtaining it (1310 dinars per dollar or
the prevailing rate), and addressing the discrepancy in accordance with international standards.

2. In line with the Central Bank of Iraq’s letter No. 98/3/9 dated 09022023, banks are required to
submit interim financial statements reflecting the exchange rate change on 08/02/2023. These
interim statements will replace those prepared as of 31/03/2023 for this period only, due to the
impact of the exchange rate change on the overall financial position and the results of the bank's
operations.

Thirty-one: Other Requirements

1. In compliance with the legal requirements in Iraq, we wish to present the following obscrvations.

2. The bank’s accounting system is designed to accurately record all assets, liabilities, expenses, and
revenues, The internal control system incorporates the necessary procedures to ensure the accuracy
of this data.
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Al-Ataa Islamic Bank

Twenty-seven: Corporate Governance, Board of Directors Report, and Scorecard

1.

(& ]

Seven Board ol Directors meetings were held throughout 2023, meeting the minimum requitement
sct by Companics Law No. 21 of 1997, as amended.

The bank is committed to implementing effective corporate governance practices to achieve
strategic objectives and manage operations efficiently.

It has been observed that the Board of Directors places a swong cmphasis on adhering to the
Corporare Governance Guide issucd by the Central Bank of Irag on February 3, 2020,

A Corporate Governance Committee has been established to oversee the development of
governance policies in line with the guide and relevant laws, ensuring adherence to governance
principles and instructions, and t© monitor and enhance the performance of branches and
departments based on the latest directives and guidelines.

The bank has developed a disclosure and transparency policy to foster confidence among
shareholders, depositars, debtors, and other sakeholders.

The bank’s management has addressed the indicators from the previous year's balanced scorecard
and has also responded to the 2023 scorecard indicators through the electronic link provided by the
Central Bank.

Twenty-eight: Management Responsibilities for Implementing Governance

Management is responsible for:

L.

Preparing financial statements in line with accounting systems, standards, and international
financial reporting requirements.

Implementing an internal control system to prevent errors, distortions, manipulation, and fraud.

Evaluating performance efficiency, assessing goal achievement, and ensuring the bank’s ability to
continue operations.

Applying the governance and responsibility framework for effective supervision, monitoring, and
financial reporting.
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Al-Ataa Islamic Bank oY\ cUosil Bpon

These measures are in accordance with the regulations and directives issued by the Central Bank of Trag
and comply with the provisions of the Money Laundering and Terrorist Financing Law No. 39 of 2015.

6. AML Electronic Reporting System

The Board of Directors has committed to implementing internal policies, procedures, and controls that
align with the nature ol banking activities and comply with the Anti-Money Laundering and Terrorist
Financing Law No. 39 of 2015.

7. The bank's management has established policies for combating money laundering and terrorist
linancing, which include preparing periodic reports, amending policies or internal systems,
adopting modern systems, and otilizing automated systems (WORLD, SANCTION SCREENING
AML SYSTEM, CHECK) wo verify all daily customer ransactions and classify customers based on
risk levels. This svstem generates reports and alerts for every banking transaction and periodically
updates lists of prohibited persons.

8. We observed that the bank is diligent in gathering customer information and completing Know
Your Customer (KYC) forms.

9. The bank's management places a strong emphasis on training and developing human resources,
improving performance through employee participation in training programs and workshops.

10. The clectronic reportng system was acquired in accordance with directives from the Anti-Moncy
Laundering and Terrorist Financing Office and the Central Bank of Irag, with reports submitted
accordingly.

11. These reports include relevant data, and necessary actions have been taken by the Director of the
Reporting Department.

No. Data No.
1 Number of open investigations -
2 Suspicion reports sent to the Anti-Money Laundering -

and Terrorism Financing Office
3 Fraud complaint =
4 Reports sent to Western Union -

3
-
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Al-Ataa Islamic Bank oY\ cUosil Bpon

2. The bank submitted quarterly compliance monitoring reports, which included regulatory
information, adherence to laws and instrnictions, validation of policies and procedures, and efforts
to prevent errors and violations. These reports also ensured compliance with Sharia auditing and
the internal contol and monitoring system, and provided adequate disclosure of compliance with
relevant legislation, laws, regulations, and instructions.

3. Sharia Internal Control Department Reports

The reports prepared by the Sharia Internal Control and Audit Department for the vear under review were
examined. These reports were compiled in accordance with the Central Bank of Traq's instructions and an
annual work plan approved by the Board of Directors. The department focuscs on implementing
governance procedures and fulfilling assigned tasks. 1t is recommended that the Sharia Internal Control
and Audit reports include audits of electronic systems to ensure wansparency and objectivity.

4. Anti-Money Laundering and Terrorist Financing Reports

In accordance with paragraph (3 z of Article 2) of the regulatory controls outlined in the Central Bank of
Iraq letter No. (306/4/1/9 on 18/09/2016), a report was prepared detailing the bank’s ellorts to combat
money laundering and terrorist financing, including achievements and periodic work. Reference is also
made to the Central Bank of Irag / Banking Control Department letter No. (5228/2/9 on 17/03/2022)
Paragraph (11), which requires auditors to conlirm whether the bank has implemented sullicient measures
to prevent moncy laundering and terrorist financing according to the controls issucd by the Anti-Money
Laundering and Terrorist Financing Office No. (1/2/T H / Circular No. 2 on 17/06/2019).

5. Money Laundering and Terrorist Financing Reporting Department

Our review of the accounting records and the nature of the banking operations conducted by the bank
during the audited year, as well as the information provided by the Money Laundering and Terrorist
Financing Reporting Department, indicates that the bank has implemented measures to prevent money
laundering and terrorist financing.
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Al-Ataa Islamic Bank oY\ cUosil Bpon

3. 1 lawsuit has been settled.

4. 2 lawsuits have been filed against the bank.

Procedures for lawsuits filed by others against the bank:
1. 5 pleadings have been recorded.

2. 1 lawsuit has been decided in favor of the bank.

Twenty-Six: Quarterly Reports

The bank adheres to the Central Bank ol Iraq's inswructions regarding the preparation ol quarterly reports.
These reports are audited to ensure they meet the required standards and provide sufficient information.
The following departments are covered:

»+ Risk Management Department Reports: Thc bank cstablishes procedures for managing
investment risks. These reports classily and stress test scenarios across multiple levels to address the

following risks:
o Credit risks
o Marketrisks
o Liquidity risks
o Operational risks
o Non-compliance tisks

» Sharia Compliance Reports and Compliance Monitoring:

1. Quarterly reports are submitted to both the bank's senior management and the General Rirectorate of
Banking and Credit Control at the Central Bank of [raq. These reports assess and disclose the bank's
adherence to Sharia auditing in its daily operations, evaluate the validity of internal policies and
procedures according to the laws and instructions of the Central Bank of Irag, and outline measures taken
to prevent errors, violations, and potential risks to the bank.
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Al-Ataa Islamic Bank oY\ cUosil Bpon

3. The bank is fullv committed to meeting the qualitative requirements outlined in Article 23 of the
Governance Guide issued by the Central Bank of Irag. This commitment is evident in the annual
reports, which include comprehensive disclosures of the bank's operational results and financial
position.

Twenty-Four: Management's Efforts to Lift Sanctions Imposed on the Bank

1. Al-Ataa Islamic Bank has been under international sanctions by the Office of Foreign Assets
Control (OFAC) since May 17, 2018. These sanctions remain in effect for the vear covered by this
report, OFAC, a financial intelligence agency within the U.S. Treasury Department, enforces
economic and trade sanctions, and its actions have significantly halted most of the bank's activities.
The bank's management has actively sought to have these sanctions lifted.

2. To address the sanctions and enhance compliance, the bank signed a contract with ICSF to
implement banking systems related to combating money laundering, terrorist financing, and the
U.S. Foreign Account Tax Compliance Act (FATCA). These systems are being developed and
implemented in accordance with the instructions and regulations of the Central Bank of Irag.

Twenty-Five: Lawsuits

Below 1s a summary of the lawsuits involving the bank, categorized by those filed by the bank against
delendants and those filed against the bank, which remain unresolved as of the report's date:

Details Number of Cases  Amountin Dinars  Amount in Dollars
Lawsuits [iled by the bank against 46 40,021,960,270 59,217,465
third parties
Lawsuits [iled by third parties 9 1,000,000,000 =
against the bank

Details:
« Lawsuits filed by the bank against third parties:
1. 22 lawsuits have been decided in favor of the bank.

2. 13 lawsuits are still pending.
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Al-Ataa Islamic Bank

3. Customer Data Updates and Compliance with Anti-Money Laundering Laws

The bank is actively updating customer data using the Know Your Customer (KYC) form in collaboration
with the bank's Monecy Laundering Reporting Department. This effort is aimed at ensuring the bank's
compliance with Money Laundering Law No. 39 of 2015 and implementing due diligence measures. As
part of this process, the bank's compliance department has adopted a policy to approve the KYC form for
opening current accounts, and to date, 85% of customer data has been updated.

Twenty-Two: Measures Against Money Laundering and Terrorist Financing

The bank has implemented sufficient measures to prevent money laundering and terrorist financing in
accordance with Money Laundering and Terrorist Financing Law No. 39 of 2015, along with the
regulations and instructions issued by the Central Bank of Iraq. Alter reviewing the reports fom the
Money Laundering and Terrorist Financing Reporting Department, which were sent to the Central Bank
of Iraq, we found the following:

1. The bank had previously contracted with (Capital Bank Solution) to install the Anti-Monecy
Laundering (AML) system.

2. The electronic AML system has not yet been integrated with the bank’s accounting system duc to
the incomplete installation process.

3. The current AML svstem does not meet the minimum requirement of 25 scenarios as mandated by
the Central Bank of Iraq, primarily due to sanctions and related challenges.

4. The department is unable to pericdically and automatically update blacklists because of the
incomplete installation of the electronic system.

5. Due to the absence of a fully functional electronic system, customer risk classification is currently
performed manually.

Twenty-Three: Corporate Governance

1. The bank has developed a governance guide in accordance with the instructions of the Central
Bank of Irag, adhering to the principles of corporate governance by clearly separating the duties of
the Board of Directors from those of the executive management.

2. Both the executive management and the Board of Directors are committed to implementing
corporate governance guidelines, which include ensuring transparency and disclosure in the bank's
annual reports and governance reports.
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Al-Ataa Islamic Bank

Nineteen: Implementation of the Central Bank of Iraq’s Instructions to Increase Bank Capital

A. In accordance with the Central Bank of Irag's letter No. 39 dated 02/08/2023, which mandates that

banks increase their capital to no less than four hundred billion dinars by 12/31/2024, Al-Ataa Islamic
Bank, heing one of the banks prohihited from dealing in dollars, has decided to postpone the capital

increase. This decision is based on the Central Bank of Iraq's letter No. 31238 dated 07/11/2023,

B. To meet operational risk management requirements, the bank has set aside a provision to address
operational risks amounting to 5% of the total profits achieved in the previous year, totaling (96,092,684)
dinars. This was done through several indicators, primarily focusing on the work environment, matters
related to citizens, the bank's products, and its dealings with customers.

Twenty: Other Assets

1. The total credit portfolio, after deducting the provision, amounted to (190,404,968) thousand
dinars. The credit risk provision stands at (103,000,000) thousand dinars, which manslates to a risk
ratio of 35% of the portfolio. Efforts arc underway to implement International Financial Reporting
Standard No. (¥) IFRS Financial Instruments to address credit risk.

2. The credit risk provision increased from (95,000,000) thousand dinars in the previous year to
{105,000,000) thousand dinats this year, reflecting an addition of ({10,000,000) thousand dinars.

Twenty-One: Compliance Controller

1. The reports of the compliance controller for the vear under audit were reviewed and were prepared
in accordance with the instructions of the Central Bank of Traq. These reports covered:

o Key indicators of the bank's financial position.

o Calculated ratios, including the capital adequacy ratio and the cash credit ratio to deposits,
along with other financial ratios.

o Matters related to the work of the bank's board of directors.
o Legal requirements.

2. The compliance department diligently follows up on observations made by the Central Bank of
Iraq concerning business monitoring and the results of the bank's office audit, working to address
and resolve them.
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Al-Ataa Islamic Bank

Eighteen: Bank Branches

The bank currently has the existing branches shown in the above list:

Na. Branch Name Address Building
1 Main Branch Baghdad /Arsat Al-Hindiva - Babylon Rent
District
2 Erbil Branch Erbil/Nawroz District Rent
3 Najaf Branch Najaf Al-Ashraf/Al-Amir District Absolute owncrship
4 Basra Branch Basra/Al-Saadi Street Rent

‘We have the following observations:

A. The Basra branch is currently frozen due to ongoing lawsuits. The Central Bank of Traq
approved its closure as per letter No. 25309 dated 09/10/2022. All employees have been
informed of the closure decision, and procedures to inventory and audit fixed and cash
assets, customer account statements, Murabaha, letters of guarantee, and all credit files and
records have been initiated.

B. The Babylon branch has also been frozen, with account balances transferred to the Najal
branch while retaining the original code number, as per the Central Bank of Iraq's letter No.
15770 dated 25/05/2023.

C. Approval was granted to merge the Nasirivah and Sadr branches with the main branch,
consolidating the accounts, based on the Central Bank of Iraqs letter No. 31318 dated
09/11,2023.

D. The Beirut branch has been out of service since 03/07/2019 and is currently in the initial
stage of liquidation. Efforts are underway to obtain clearance from the Finance, Social
Security, and Income Tax Departments. Request No. 375913, registered on 16/10/2023,
sccks cancellation according to the rules of the Commercial Registry.

E. Approval was also obtained to merge the Karbala branch with the Najaf branch. Customers
were notified of the account unification process, following the Central Bank's letter No.
31318 dated 09/11/2023. Additionally, approval was granted to sell the property numbered
2781/1, District No. M/ A Wazirivah, which was occupied by the Sadr branch, to meet the
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Al-Ataa Islamic Bank

From the above table, it is observed that:

1.

The legal liquidity ratio (LCR) is below the acceprable level by 10.4%, mainly due to the low
liquidity ratio the bank has been experiencing since 2018, which is attributed to international
sanctions, the cessation of significant banking activities, and a decline in deposits.

The bank's ability to meet short-term obligations without relying on external funding is measured
through the LCR, which requires maintaining a level of high-quality liquid assets that can be easily
converted into cash. As shown, the ratio is 100%, aligning with financial stability requirements.

The standard net stable funding ratio (NSFR) is 101%, sufficient to meet the minimum limits set by
Basel 111, ensuring the bank has self-resources to cover 100% of its obligations. The actual ratio
aligns with the standard and serves its intended purpose.

The Central Bank of Iraq's standard capital adequacy ratio is set at 12%, which measures the bank's
solvency and ability to cover risks associated with its assets and operations. The actual ratio for the
year under review is 74%, which is appropriate and sufficient to cover potential risks.

The proportion of deposits held by more than 20 depositors does not exceed 12% of total deposits.
This ratio is a result of the reputational risks the bank has faced, leading to withdrawals by
customers.

The ratio ol fixed assets t capital and reserves has increased to 72%, while the standard ratio is
30%. This situation is unfavorable for the banlk, as a higher liquidity ratio would be more beneficial.

The ratio of cash balaneces to total assets deereased by 0.1, reflecting the decline in liquidity the
bank is sullering rom due to international sanctions.
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Al-Ataa Islamic Bank

Thus, the bank's obligations have decreased for the year under review compared to the previous year by an
amount of 12,449,748 1QD), indicating that the bank has successfilly paid off obligations and fulfilled
commitments.

Fifteen: Long-Term Loans Received

The balance of long-term loans received from the Cenrtral Bank of Iraq for financing and supporting small
and medium enterprises for the yvear under review amounted to 1,065,517 1QD. In the previous veat,
1,150,000 TQD were received, reflecting a decrease of 84,483 TQD.

Sixteen: Depositors' Accounts

The balance of depositors' accounts for this year amounted to 51,924,877 1QD, compared to 56,782,611
1QD in the previous year, showing a decrease of 4,857,734 1QD. This decrease is attributed to depositors
withdrawing their balances from the bank.

Recommendation: It is advisable to regain the trust of depositors through effective media campaigns and
educational initiatives to encourage increased savings.

Seventeen: Liquidity Ratios and Indicators

Below is a table showing the liquidity ratios [or the fiscal year ending 31/12/2023.

Indicators Actual ratio Standard ratio Difference
Legal Liquidity Ratio LR 19.6 30 (10.4)
Liquidity Coverage Ratio LCR 100 100 =
Stable Funding Ratio NSER 101 100 1
Capital Adequacy Ratio 76 12 62
Ratio of greater than 20 Disaibutors 12 30 (18)
to Total Deposits
Ratio of Fixed Assets Held for 72 15 57
Banking Purposes to Capital and
Sound Reserves
Ratio of Cash Balances to Total 0.1 10 (9.9
Assets

o AL
y ,‘: \ k

/. _— \\

N Ve "_;Ei_:g‘l_;! rj"“".i e

f‘ Ll puan il Gaed B y.u“

e Center ot [ransiation §

License IND. &/

2023 equul gl




Al-Ataa Islamic Bank

oY\ cUosil Bpon

It is noted that the concenmaton of deposits in the bank is in two sectors, individuals at 53% and
companies at 47% of the total deposits, and the bank did not deal with the government sector.

4, Distribution of types ol deposits

Type of distribution

Current deposits (companies and individuals)

Current deposits
Savings deposits
Investment deposits
Total

Essential
2523210

17399559

19922769

Non-essential Total
5212135 7735345
25735973 43135532
1054000 1054000
32002108 51924877

We recommend seeking to lift the bank from the international sanctions law and restore the confidence of
customers and depositors by atrracting fixed and investment deposits by offering products that encourage
saving and depositing in the bank and activating promotional campaigns related to deposits.

Fourteen: Other Creditor Accounts (Other Liabilities)

The balance of other creditor accounts amounted to 77,733,290 10D as of 31/12/2023, compared to
90,183,039 1QD in the previous year, indicating a decrease of 12,449,749 1QD. Below is a derailed

statement showing the decrease in balances between the two years:

A comparison between the balances for the years 2023 and 2022, with the difference in amounts shown

(n IQD)

Account
Creditors non-current activity
Received msurances on RTGS
transfers
Received insurances / Credit cards
Other insurances
Received revenues / Lertters
CcOmMmissions
Received revenues / Late returns
Reccived revenues / Beirtit returns
Received revenues not received

2023
8,243 889
66,118

70,603
19,277,497
3,891,750

7,574,431

2,437,834

35,961,501
34,654

175,009
0
77,733,290

e quul il

2022 Difference
8,752,340 (508,451)
73,600 (7,482)
71,978 (1,375)
19,598,902 (321,405)
28,627,350 (24,735,600)
7,913,281 {338,850
2,437,834 0
22,610,467 13,351,034
35,702 (1,048)
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Al-Ataa Islamic Bank oY\ cUosil Bpon

The following statement shows the amounts of credic concentrations and the percentage of each to the
total: 1. Financing concentration by sector

Sector Amount Actual Percentage  Acceptable Risk Difference
QD Limits
Commercial 7,637,108 23% 0% 27%
Industrial 1,205 - 25% 25%
Service 23,901,524 73% 10% 63%
Construction and 973,670 3 3 =
Reconstruction
Tortal 32,513,507 - -

From the table above, it is noted that the concentration in commercial activity is 23%, which is less than
the standard pereentage of acceptable risks, which is 50%. As for the industrial sector, the percentage is
zero due to the absence of industrial transformations. The service sector has exceeded the acceptable limits
(10%), as the percentage reached (73%), which is an indicator of exceeding the acceptable limits.

We recommend distributing financing to economic sectors efficiently and effectively

2. Concentration of financing according to geographical location

Province Amount Actual Percentage Standard ratio Deviation
{thousand dinar)

Bagdad %83 26,898,209 %25 (%)58
Basra . 72,426 %15 %13
Erbil %9 3,004,600 %10 Yol
Najaf %38 2,538,272 %15 %7
Total %100 32,513,507 %6100 (%)35

It is noted that Baghdad Governorate is 83% higher than the acceptable limits of 25% and the rest of the
bank branches in the governorates are lower than the acceptable standard rates.

3. Deposit concentration ratio

Sector Concentration Percentage
Companies 0447
Individuals 0453 —l
Total %100 s OSSN
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Al-Ataa Islamic Bank oY\ cUosil Bpon

3. Accounts Receivable for Companies and Individuals for the Sale of Dollars (H/1692)

The total receivables from companies and individuals for the sale of overdue foreign currency amount to
(40,094,081 IQD) [orty billion and ninety-four million, eighty-one 1IQD. These amounts were granted
between 2010 and 2014, secured by guarantees, instruments, bills of exchange, and share issuances.

4. Debtors for Paid Letters of Guarantee (H/1693)

The total amount of paid letters of guarantee claimed by the bank's customers is (21,632,939 1QD) twenty-
one billion, six hundred and thirty-two million, nine hundred and thirty-nine IQD, secured by instruments
and bills of exchange.

5. Unpaid Shipping Documents (No. 1694)

Unpaid shipping documents related to credits granted by Al Mostaghal Al Saeed Company total
(11,985,924 1IQD) eleven billion, nine hundred and eighty-five million, nine hundred and twenty-four IQD,
secured by a check issued to the bank's account.

6. Unpaid Letters of Guarantee by the Bank (No. 1695)

There are letrers of guarantee issued in favor of the Ministry of Youth and Sports by Al Badia Company,
totaling (649,350 1QD) six hundred and forty nine million, three hundred and fifty 1QD, which were
issued in 2013. The bank has won the lawsuit related to these guarantees.

Thirteen: Concentration Risk Management
Measuring Concentration in Sources of Funds:

The bank regularly measures the concentration of its sources of [unds to mitigate risks that may arise [fom
the concentration of [unds in a Limited group of depositors. Limits are established [or [lnancing ratios (o
manage this risk effectively.

Concentration 1isks occur when the bank directs and employs its resources with a limited number of
customers Or activities or relies on limited sources for financing or other essential services. This
concentration can lead to potential losses that may threaten the bank’s ongoing operations, alter its risk
profilc, or impact its ability to perform its activitics.
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Al-Ataa Islamic Bank

From the above statement, we note the following:

1. The accumulated fixed assets depreciation provision is detailed in statement No. (6-A).

2. The provision for exchange rate fluctuations decreased by (5,318,286 IQD) five billion three
hundred and eighreen million two hundred and eighty-six IQD, due to the improvement in the
exchange rate, changing [rom 1450 dinars/dollar in the previous year to 1310 dinars/dollar in the
cutrent year.

3. A credit risk provision of (10,000,000 1QD) ten billion dinars was taken. The total credit risk
provision for the fiscal year under review amounted to (105,000,000 IQD) one hundred and five
billion dinars, in accordance with Imternational Financial Reporting Standard No. (9 IFRS)
Financial Instruments. This standard emphasizes the need to account for the provision for expected
credit loss risks, which constitutes the highest percentage (94%) of the total provision.

4. The operating risk provision for the first vear was calculated at (96,092 IQD) ninety-six million and
ninetv-two 1QD.

Twelve: Overdue Debts

It has been observed that debtors are significantly delayed in making payments, with the account balance
amounting t© 113,205,491 IQD (onc¢ hundred and thirteen billion, two hundred and five million, four
hundred and ninety-one IQD) after deducting the provision. Below are the most important observations
for the year under review:

1. Overdue Debtors (H/1691):

The overdue debts for credit granted to customers total (18,376,674 1QD) eighteen billion, three hundred
and seventy-six million, six hundred and seventv-four 1QD. These debts were granted between the years
2007 and 2012, secured by real estate guarantees, bills of exchange, and personal guarantees.

2. Unpaid Debit Accounts (H/39 - 1691):
The unpaid overdrawn current accounts amount to (20,466,523 1QD) twenty billion, four hundred and
sixty-six million, five hundred and twenty-three 1QD, with the majority of these being overdrawn accounts

for companies that have failed to make timely payments. —
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Al-Ataa Islamic Bank

Total additions to fixed assets amounted ta {156,126,000 dinars), detailed as follows:

2. Additions to machinery and molds for this vear amounted to (125,000 dinazs).
3. Additions to furniture for this year amounted to (156,001,000 dinars).

Total exclusions for this year amounted to (15,899,163,605 dinars), detailed as follows:

An amount of (5,261,660,700 dinars) was excluded from the land account.

An amount of {10,156,343,259 dinars) was excluded from the buildings account.

An amount of (481,159,846 dinars) was cxcluded from deferred revenue expensces.

Approval was obtaincd from the Central Bank of Iraq in letter numbered (31318) dated 11/9/2023

to sell the property numbered 278771, District No. M 4, Waziriva, which was occupied by Al-Sadr
branch, 1o setrle the bank’s due obligations.

bl

s

Eleventh: Allocations

Allocations are [unds reserved to cover expenses or losses that are certain or likely to occur, as well as to
address decreases in the value of assets. The following is a statement of the allocations account:

Allocations Amount Relative importance
10D
Accumulated depreciation of 10,491,425 9%
fixed assets
Allocations for exchange ratc (5,318,286) (49%)
fluctuations
Allocations for credit risk 105,000,000 94
Allocations for operational risk 96,092 Q
Allocations for taxes 1,520,000 1%
Total 117,107,517 100%
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Al-Ataa Islamic Bank oY\ cUosil Bpon

4. The contractual credit granted to the largest 20 customers, who were issued letters of guarantee
totaling (32,171,520 1QD), was audited. Various types of guarantees were involved (real estate
mortgage, instrument, bill of exchange, personal guarantee), and the bank's management is
continuously following up on these.

Tenth: Assets

The [ollowing is a statement showing the amount ol assets and their relative importance as of
31/12/2023, along with the difference from the previous year:

No. Account Name Current Year Relative Previous Year Relative Amount Of
Million [Hnar = Importance % Million Dinar  Importance % Change
(@]

1 (Cash Assets 113,545 18 17,324 3 96,221

2 Financial Investments 38,435 6 46,719 3 (8,284)

3 Net Islamic Financing 32,514 i 353,317 (4] (2,804)

4 Fixed Assets 265,570 41 278,290 49 (12,720)

5 Other Assels 190,405 30 190,840 34 (75)

6 Projects Under 1,052 - 1,052 2 0

Construction
Total 641,521 100% 569,542 100% 71,979

From the above table, it is noted that cash assers constifite 18% of total asscrs despite their importance,
while [ixed assets account [or 41% and debtors [or 30%. Thus, cash assets are the weakest component in
the composition of asscts on the balance sheet.

Fixed Assets:

1. The book value ol [ixed assets as ol 12/31/2023 amounted to (265,569,631 10D), compared to
(278,289,847 1QD) in the previous year. The following explains the changes that occurred:
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Al-Ataa Islamic Bank oY\ cUosil Bpon

From the above statement, we note the following:

Islamic financing/ Murabaha as of 31/12/2023 amounted to (32,513,506 1QD), which is a decrease of
(2,803,325 1IQD) [tom the previous year, when it was (35,316,831 IQD).

The ratio of Tslamic financing to deposits was 30%, which is within the limit specified by the Cenmral Bank
of Iraq, which is 75%.

Eighth: Cash Credit for the Largest 20 Customers

The cash credit extended to the largest 20 customers at the bank was reviewed. The total amount granted
was (10,044, 491) dollars and (11,487,741 1QD). It is noted that all the amounts granted are overdue for
several years, with some dating back to 2014, The bank and the legal department arc actively following up
on these amounts through legal proceedings.

Ninth: Committed Credit
The following is a statement of the amounts of letters of guarantee and their purposes:

Letters of Guarantee for the Purpose of Current Year Previous Year Difference
10D 10D
Entering into Tenders 143,570 837,757 (694,187)
Ensuring Good Performance 37,217,306 40,057,903 (2,840,597)
Other Purposes 18,147,535 20,734,957 (2,587422)
Total 55,508,411 61,630,617 (6,122,206)
Insurances 18,077,593 16,766,788 1,310,805
Net Obligations in the Bank's Responsibility 37,430,818 44,863,828 (7,433,010)
Insurance Coverage Ralio %32 % 27 % 6

From the above statement, we note the following:

1. The total amount of letters of guarantee insurance was (18,077,593 1QD), while the total
contractual credit amounted to (55,508,411 1QD). The percentage of letters of guarantee insurance
to contractual creditis 33%.

2. The percentage of contractual credit to capiral and sound reserves is 14%, which is within the
acceptable limits according to the instructions of the Central Bank of Iraq.

3. There was a decrcase in letrers of guarantee this year compared to the previous vear by (6,122,206
10D), or 6%, due to the release of part of the guarantees as they were no longer needed.
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The following is a statement showing the bank's investments in shares:

No. Company’s Name

1 AlMaamoura Real Estate Investment
Company / Private Joint Stock
2 Carton Manufacturing Company /
Private Joint Stock
3  Dates Company / Private Joint Stock
il Baghdad Soft Drinks Company /
Private Joint Stock

5 Al-Hamra Insurance Company /
Mixed Joint Stock
6 Electronic Company / Mixed Joint
Stock
7 Light Industries Company / Mixed
Joint Stock
8 Baghdad Packaging Materials

Company / Private Joint Stock
9 Iraqia Land Transport Company /
Private Joint Stock

10 Chemical and Plastic Industries
Company / Mixed Joint Stock
11 Rahab Karbala Investment and

General Contracting Company /
Private Joint Stock
12 Khaymat Al-Ayyam Financial
Investment Company / Privale Joinl
Stock
Total

Seventh: Islamic Financing

Company’s
Capital
10D
22,780,000
7.590,000

17,250,000
177,333,333

25,000,000
18,000,000
16,800,000
1,080,000
14,000,000
15,187,500

7,500,000

1,000,000

TFair Value
31/12/,2023

Share Price

10D
25,695,540 8.50
2,080,000 104
119,858,613 1.58
322,010,000 3.88
565,344,320 0.95
553,800,000 0.78
360,500,000 0.7
282,537,580 5
2,905,764 1.86
624,106 1.75
654,739,153 1.1
87,420,000 0.62
28,647,380

Contribution
Ratio

1.2

0.0008

0.03
0.033

0.23

0.284

0.206

0.02

0.00006

0.0001

0.23

The following is a statement of Islamic financing for the year 2023 compared to the previous year 2022:

Statement

Short-term medium projects
Short-term Murabaha
Commercial Murabaha Individuals

Current Year

10D
1,118,063
23,901,523
7,493,919
32,513,506

Previous Year

IQD

247,143
26,572,865
8,196,822
35,316,831

e

#

Difference

870,920
(2,671,342)
(1,002,903)
(2,803,325)
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Al-Ataa Islamic Bank

From the above statement, the following observations are noted:

L.

Foreign Investments - Beirut Branch: The Beirut branch of Al-Ataa Islamic Bank for Investment
and Finance (previously known as Al-Bilad Islamic Bank for Investment and Finance) was
registered in Lebanon under commercial register number 12689. Following the bank’s inclusion on
the OFAC list, the Central Bank of Iraq decided to closce the branch pursuant to letter number
15595379 dated July 15, 2018. Additionally, the Bank of Lebanon removed Al-Bilad Islamic Bank
(now Al-Ataa Islamic Bank) from its list of operating banks based on decision number 13078 dated
July 3, 2019. A liquidator was appointed under Administrative Order No. 3764/6/9 dated
September 9, 2019, to oversee the branch’s liquidation. As of December 31, 2023, the balance of
[oreign investments in the Beirut branch was 9,788,162 1IQD, a decrease [fom the previous year’s
balance of 15,288,944 10D, reflecting a reduction of 5,500,782 1QD due to liquidation settlements.

The liquidation process for the Beirut branch is ongoing. with the branch currently in the stage of
obtaining clearance from the Social Security Department of the Ministry of Finance (Directorate
of the Ministry and Income Tax) due to the bank’s cessation of operations as of July 3, 2019.

The total amount of investments for this year decreased by 8,283,681 1QD compared to the
previous year. This decrease is attributed to a reduction in the fair value reserve for financial assets
available for sale, which amounted to 20,393,633 IQD this vear, down from 23,176,533 IQD the
previous veat, a decrease of 2,782,900 1QD. Additionally, long-term investments in the Beirut
branch decreased by 5,500,782 1QD.

According to the Iraqi Bank letter No. 11094/3/9 dated July 15, 2015, the accounts of the Beirut
branch are not consolidated with the bank’s accounts. However, the profits and losses of the branch
are recorded at the end of each fscal year.

The bank’s investments in shares of companies, other banks, and financial institutions amount to
7% of the capital and sound reserves, which is within the permissible limits set by the Banking Law
No. 92 of 2004, and does not exceed the 20% limit.
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Al-Ataa Islamic Bank

Fifth: Capital Adequacy Ratio

The capital adequacy ratio measures the relationship beoween the bank's capital and the risks associated
with its assets. Tt is expressed as a percentage of risk-weighted assets and serves as a tool for assessing the
bank's solvency and its capacity to meet obligations and absotb potential future losses. This ratio is
calculated by comparing the bank's capital to its risk-weighted assets and current liabilities. The following
is the capital adequacy ratio as of December 31, 2023:

Statement Actual ratio The minimum and acceptable limit Ratio in the
according to the instructions of the previous year
Central Bank of Traq
Capital adequacy ratio W76 % 15-12 %77

The capital adequacy ratio of 74% exceeds the minimum requirement set by the Central Bank of Trag by at
least 12%. This indicates that the bank is well-positioned ta ensure the safety of depositors' fiinds and
effectively manage future risks.

Sixth: Investiments

¢ The balance of total investments classified as financial assets available for sale at fair value as of
December 31, 2023, was 38,435,552 1QD (thirtv-eight billion, four hundred and thirty-five million,
five hundred and fifty-two IQD). This represents a decrease from the previous vear, when the
balance was 46,719,233 1QD (forty-six billion, seven hundred and nineteen million, two hundred
and thirty-three 1QD). The [ollowing statement provides details ol’ the investment account [Or this
year compared to the previous year:

Statement of Financial Assets Available for Sale at Fair Value

Account Name Cost in Dinars Cost in Dinars Difference

2023 2022 10D
10D 10D

Long-term investments External World

Beirut Branch 9,788,163 15,288,944 (5,500,731)

Financial assets available for sale at fair 28,647,389 31,430,289 (2,782,900)

value

Total 38,435,552 46,719,233 {8,283,681)
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6. The ratio of foreign currency balances to capital and reserves was 3% as of December 31, 2023.
The liquidity ratio was 19.6%, which is considered relatively low but still sufficient for the bank to
meet its obligations to depositors.

8. The following statement shows the cash accountbalances as of December 31, 2023:

=~

Account Name 2023 2022 Amount of Change
QD QD QD
Cash on hand 465,181 1,395,766 (930,585)
Advances 238 100 138
Cash at local banks 6,351,513 6,736,098 (384,585)
Deposits at the Central 8,916,770 8,951,472 (34,702)
Bank
Cash at forcign banks 97,811,081 _ 240,823 97,570,258
Tortal 113,544,783 17,324.259 96,220,524

From the above table, it is evident that the increase in the cash balance is due to Fransabank's request to
return the funds they received for making transfers and opening documentary credits, which were not
executed by the bank. These funds were considered as cash in transit.

Fourth: Liquidity Ratio

The liquidity ratio for this year, in comparison to standard ratios, is as follows:

Details Current Year Previous Year  Standard Ratio Difference
2023 2022
LCR % 100 %20 %100 80
NSFR %101 W77 %100 24
Statutory Liquidity Ratio % 19.6 %5.6 %30 14

« From the above statement, it is observed that the liquidity index for the year under review has
increased compared to the previous year, reaching levels within standard ratios and surpassing the
liquidity coverage ratio to 100%, representing an 80% increase from the previous year. The stable
funding ratio also improved to 101%, up from 77% in the prior vear. The legal liquidity ratio rose to
19.6%, but it remains below the standard ratio.

‘We recommend increasing this ratio to 30% to achieve better liquidity stability.
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This represents an increase of 6,506,927 10D (six billion, five hundred six million, nine hundred
twenty-seven 1QD). The increase is primarily attributed to the rise in commission revenues [rom
credit commitments.

Third: Cash

e The total cash balance amounted to 113,544,783 IQD (one hundred thirteen billion, five hundred
forty-four million, seven hundred eighty-three IQD) as of December 31, 2023. This represents an
increase from the previous year, 2022, where the cash balance was 17,324,259 IQD (seventeen
billion, three hundred twenty-four million, two hundred fifty-nine IQD), reflecting an increase of
96,220,524 10D (ninety-six billion, two hundred twenty million, five hundred twenty-four 1QD).
The reasons for the increase in the cash balance are as follows:

1. The cash balance with foreign banks increased by 97,570,258 IQD (ninety-seven billion, five
hundred seventy-two million, fifty-eight IQD).

2. The cash balance in the bank's treasury decreased by 930,447 IQD, with the current year’s balance
being 465,419 1QD, compared to 1,395,866 IQD in the previous year.

3. The cash balance at the Central Bank amounted to 12,688,240 IQD for the fiscal year ending
December 31, 2023, compared to 13,052,561 IQD in the previous year, representing a decrease of
364,321 1QD.

4. The exchange rate adopted was 1,310 dinars per dollar.

5. Cash in foreign banks: The cash balance in forcign banks amounted to 97,811,081 [QD, comparcd
to 240,823 IQD in the previous vear. This increase is attributed to the cash on the road account,
which includes an amount of 97,595,000 1QD (ninety-seven billion five hundred ninety-five million
dinars) recorded in the cash on the road account. This amount was based on Fransabank's request
to return payments made during 2016 and 2017 to enhance the balance for executing transfers and
documentary credits. However, Fransabank did not implement the request, as confirmed by the
Central Bank’s report under letter No. 638/73/9 dated March 29, 2019, addressed to the guardian
of Al-Bilad Islamic Bank. Consequently, Al-Ataa Islamic Bank filed a lawsuit numbered
152/Commercial/ 2021 with the Baghdad Al-Russafa Federal Court of Appeal against Fransabank,
seeking the return of the amount. As of the report’s preparation date, the lawsuit remains
unresolved.
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» An amount of 96,092,684 dinars (ninety-six million ninety-two thousand six hundred eighty-four
dinars) was added to the provision for operational risk.

Application of International Accounting Standards:

¢ For [slamic [inancing instruments, the controls have been applied according to the standards set by
the Accounting and Auditing Organization for Tslamic Financial Tnstitutions, as outlined in the
Central Bank of Trag’s letter No. 289/3/9 dated August 1, 2018.

e International Accounting Standard IAS 36 (Impairment of Assets) has not been applied. The
banl's management has continued to record property, buildings, and equipment at historical cost
rather than adopting fair value measurement and presentation.

o A methodology [or applying International Financial Reporting Standard IFRS No. 9 (Financial
Tnstruments) has been developed to calculate the pravision for expected credit 1osses for Tslamic
financing, in accordance with the directives issued by the Central Bank in letter No. 466/6/9 dated
December 26, 2018.

Second: Activity Result

1. The total net revenue amounted to 26,634,825 10D (twenty-six billion, six hundred thirty-four
million, eight hundred twenty-five 1QD).

2. Revenues from commissions on letters of guarantee amounted to 25,374,077 1QD (twenty-five
billion, three hundred seventy lour million, seventy seven 1QD). This includes commissions rom
letters of guarantee previously issued to the company ZR Collection on Store, totaling twenty-five
million dollars and other letters of guarantee amounting to five hundred thirty-nine billion dinars.
Although these letters of guarantee have expired and were not extended, and the commission
income from them was not initially recorded as revenue, it was subsequently calculated and
reversed from the company's deposit account, as the company maintains deposits with the bank.

3. The total net expenses amounted to 19,253,597 IQD (nineteen billion, two hundred fifty-three
million, five hundred ninety-seven 1QD).

4. The result of the activity for the fiscal year ending on December 31, 2023, was a net profit before
tax, as detailed below:;

e The surplus before tax amounted to 8,467,941 1IQD (eight billion, four hundred sixty-seven million,
nine hundred forty-one IQD), compared to 1,961,014 10D (one billion, nine hundred sixty-one
million, fourteen 1QD) in the previous year.
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Basis of Opinion

The audit and review process were conducted in accordance with the standards issued by the Accounting
and Auditing Organization for Islamic Financial Institutions (AAQIFI), International Accounting and
Financial Reporting Standards, and the Auditing Standards issued by the International Federation of
Accountants. After performing the investigation, evaluating the internal contol system, and verifying the
integrity of the administrative and accounting control procedures, we adhered to the rules of professional
and ethical conduct, maintaining independence and impartiality. We also ensured that the evidence
obtained was sufficient and appropriate to provide a sound basis for expressing our opinion. Below, we list
the most important clarifications and observations:

First: Application of International Accounting and Financial Reporting Standards

The bank's financial statements for the fiscal year covered by this report were prepared in accordance with
Internarional Financial Reporting Standards (IFRS) and Islamic Financial Accounting Standards
(AAQIFT), as well as the directives and instructions issued by the Central Bank of Iraq. Specifically, the
methodology for applying IFRS No. 9 (Financial Instruments) was developed to calculate the provision for
cxpected credit losses for Islamic financing, in accordance with the directives issued by the Central Bank
of Irag in Letter No. 466./6/9 dated December 26, 2018. The methodology is outlined as follows:

Statement No. 1

Accounting Account Name Current Year Amount  Previous Year Amount
Code No. 2023 2022
2252 Exchange rate [luctuation provision (5,318,286,365) 2,370,859,688
2254 Credit risk provision 105,000,000,000 95,000,000,000
Operational risk provision 96,092,684 0
Total 99,777,806,319 97,370,859,088

From the above statement, the following observations are noted:

e The balance of the provision for exchange rate fluctuations decreased to 5,318,286,365 dinars (five
billion three hundred eighteen million two hundred eighty-six thousand three hundred sixty-five
dinars), comparcd to 2,370,859,688 dinars (two billion three hundred scventy million cight hundred
fifty-nine thousand six hundred eighty-cight dinars) in the previous year. This decrease is attributed
to the improvement in the exchange rate ol the dinar against the dollar [or this year.

e The provision [or credit risk was increased by 10,000,000,000 dinars (ten billion dinars), reaching a
total of 105,000,000,000 dinars (one hundred five billion dinars).
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To: The Shareholders of Al-Ataa Islamic Bank
Independent Auditors' Report on the Financial Statements of Al-Ataa Islamic Bank for the Fiscal Year
Ended 31/12/2023

We have audited the attached financial statcments of Al-Ataa Islamic Bank, which consist of the
statement of financial position as of December 31, 2023, the income statement, comprehensive income,
statement of changes in equity, and statement of cash flows for the vear ended on that date, and the
annual management report of the bank prepared in accordance with the provisions of the Companies Law
No. (21) of 1997 and its amendments, the Banking Law No. (94) ol 2004, the Islamic Banking Law No.
{43) of 2015, and other applicable regulations and instructions.

Responsibility of the Bank’s Management:

The Bank’s management is responsible for preparing these financial statements and presenting them fairly
in accordance with international financial reporting standards. Additionally, management is responsible
for cstablishing and maintaining an intcrnal control system to cnsure that the financial statcments are fce
from material misstatement, whether due to error, fraud, or manipulation. This responsibility also includes
selecting and applying appropriate accounting policies and making reasonable accounting estimates.

Auditors' Responsibility:

Our responsibility is to express an unbiased techmical opinion on the financial statements submitted to us
based on our audit. We conducted the audit in accordance with International Financial Reporting and
Accounting Standards and auditing guidclines, which rcquire adherence to the rules of professional
conduct and the planning and performance of audit work on a test basis to obtain reasonable assurance
that the financial statements are free from material misstatements. The audit includes performing
procedures to obtain evidence supporting the amounts and statement in the financial statements, as well as
evaluating the appropriateness of the accounting policies applied and the reasonableness of the accounting
cstimates made by management. Additionally, it involves evaluating the overall presentation of the
financial statements. Accordingly, the auditor's responsibility is to ensure that the audit procedures were
carried out in accordance with Tnternational Auditing Standards, with the aim of obtaining acceptable
assurance that the financial statements are free from material misstatements and distortions. We then issue
a report providing explanations, observations, and a statement of the unbiased professional opinion. The
audit evidence we obtained is sufficient and appropriate to provide a reasonable basis for expressing our
opinion.
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