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BANK OF BAGHDAD GROUP

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As AT 31 DECEMBER 2016

ASSETS
Current assets

Cash and cash equivalents

Due from banks and other financial institutions
Available-for-sale investment securities

Loans and other receivables

Other assets

Total current assets

ﬂon-:g rrent assets

Held-to-maturity financial investments
Property and equipment, net

Projects in-progress

Intangible assets, net

Total non-current assets

Total assets

Lmaan'iEg AND SHAREHQLBER’S Equity
LIABILITIES

Deposits from customers

Due to banks and other financial institutions
Income tax provision

Other liabilities

Total liabilities

Equity

Paid-in share capital

Statutory reserve

Investment revaluation reserve
Other reserves

Retained earnings

Total equity

Total liabilities and equity

Notes 2016 2015
IQD (000)  _ 1QD (000)

5 541,806,853 795,650,150
6 276,377,930 230,750,758
7 5,864,088 7,026,253
8 195,066,079 261,797,030
9 23788472 30,443,196
1,042,904,322  1,325,667,387

10 97,399,325 92,794,331
11 31,818,240 32,583,935
12 18,782,039 18,255,188
13 9520191 9741752
157,619,795 153,375,206
1,200,424,117  1,479,042,593

14 790,048,306 834,615,353
15 37,877,919 44,050,514
16 6,556,377 7,544,050
17 83,119,810 330,688,058
917,602,412 1,216,897,975

18 250,000,000 250,000,000
12,105,065 10,897,547
(2,867,619) (2,631.881)

58 441 58.441

_ 23525818 3,820,511
282,821,705 262,144,618
1,200,424,117  1,479,042,593

_The attached notes from 1 to ) 29 are an integral part of these financial statements
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BANK OF BAGHDAD GROUP
CONSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED 31 DECEMBER 20

AND OTHER COMPREHENSIVE INCOME

Cngrmmug OPERATIONS:

Interest income
Interest expense
Net interest income

Commission income
Commission expense
Net commission income

Net gain on foreign exchange currency
Financial investments — held-to-maturity
Dividend income

Other income *

Operating income

Other expenses:
Staff expenses
Other expenses

Operating profit before provisions

Provision for impairment of loans and
other receivables

Provision for cash shortage
Profit for the year before income tax

Tax expense
Profit for the year after income tax

HER COMPREHENSIVE LOSS:
Unrealized loss on available-for-sale
financial assets
Total comprehensive income for the
year

Notes 2016 2015
_1QD (000) _1QD (000
19 29,583,523 33,456 548
20 (6,079,112)  _ (7.849,078)
23,504,411 25,607,470
21 14,835,219 14,551,602
22 (2,509,451) (2,368,242)
12,325,768 12,183,360
23 35,007,572 27,848,862
24 1,912,255 3,704 569
231,985 104,447
638,076 10,463,718
73,620,067 79,912,426
25 (15,874,130)  (16,833,686)
26 (19,825,420)  (19.004,905
37,920,517 44,073,835
8 (119,111)  (13,910,817)
9 _(11.000,000) _(16,170.482)
26,801,406 13,992,536
16 (6.556377)  (7.544,050)
20,245,029 6,448,486
(235.738) _ (2,183.856)
20,009,291 4,264,630

* During the year 2015, management of Bank of Baghdad decided to record 1QD 10
billion as a provision for impairment of loans, and to avoid its effect on the Bank's
performance results. they used voluntary reserve to cover the loss of the

impairment.

—The attached notes from 1 to 29 are an integral
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part of these financial statements




BANK OF BAGHDAD GROUP
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDER'S EauiTy
FOR THE YEAR ENDED 31 DECEMBER 2016

Investment
Paid-in Statutory Voluntary revaluation Other Retained Total
_share capital _reserve reserve  _reserve™ = reserves _earnings  equity
_ QD (000)  _ 1QD (000) 1QD (000) _lQD(000)  1QD(000) QD (000) IQD (000)

Balance as at 1 January 2015 250,000,000 10,599,989 10,000,000 (448,025) 58,441 17,221,558 287,431,963
Total comprehensive income for

the year.
Profit for the year after income tax - - 6,448 486 6,448 486
Unrealized loss on available-for-

sale financial assets " (2,183,856) - (2,183,856)
IFRS adjustments * & ¥ 448,025 448,025
Transfer to statutory reserve - 297,558 - - (297,558)
Impairment of loans (10,000.000) - (10,000,000)
Dividends e N o - - .- (20,000,000)  (20,000,000)
Balance as at 31 December

2015 250,000,000 10,897,547 - (2,631,881) 58,441 3,820,511 262,144,618
Total comprehensive income for

the year:
Profit for the year after income tax - - 20,245,029 20,245,029
Unrealized loss on available-for-

sale financial assets - (235,738) - (235,738)
IFRS adjustment * - “ 2,183 856 2,183,856
Income tax of previous year paid

from retained earnings - . - {1,516,060) (1,516,060)
Transfer to statutory reserve = = 1207518 000 - - - - {1,207,518) e
Balance as at 31 December

2016 250,000,000 12,105,065 - (2,867,619) 58,441 23,525,818 282,821,705

* IFRS adjustments represent elimination of the effect of previous years impairments of available-for-sale financial assets on the retained earnings.
** Investment revaluation reserve comprises changes in fair value of available-for-sale investments,
—The attached notes from 1 to 29 are an integral part of these financial statements
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BANK OF BAGHDAD GROUP
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2016

Operating activities:

Profit before income ta

Adjustments to reconcile profit before income
tax to net cash flows:

Depreciation and amortization

Provision for impairment of loans and other
receivables

Write-off of loans and other receivables
Provision for cash shortage

MNet investment income

Gains on disposal of property and equipment

Working capital adjustments:

Due from banks and other financial institutions
Due to banks and other financial institutions
Available-for-sale investment securities
Held-to-maturity financial investments
Loans and other receivables

Deposits from customers

Other liabilities

Other assets

Net cash flows (used in) from operating
activities before income tax

Income tax paid

Net cash flows (used in) from operating
activities

nvesti ctivities:
Purchases of property and equipment

Proceeds from sale of property and equipment

Proceeds from investment securities

Net change in projects in-progress

Net change in intangible assets

MNet cash flows used in investing activities

Financing activities:

Transfer to statutory reserve

Dividends paid

Net cash flows used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

2018 B 2015

__lab(oo0) QD (000)
26,801,406 13,992,536
2,429,740 2774136
119,111 13,910.817
(4,878,979) =
11.000,000 16,170,482
(56) (208,166)
(2,213) -
35 460 009 46,639 805
(45,627,172) 251,366,313
(6,172,595) (8,808,958)
2,568,913 (1,031,209)
(4,604,994) 41,434,133
71.490.819 (27,093,135)
(44,567,048) (457,929,972)
(247 ,568,248) 162,483,328
_(4345275) 2,032,089
(243.356,591) 9,092,385
(7.544,050) (5,066,342)
_(250,900641) 4,026,053
(292,836) (365,712)
66,744 8,020
231,985 105,550
(526,851) (390,442)
(1,214,180) (8,660,310)
(1.735,138) (9,302,894)
(1,207,518) (297,558)
- ___(20,000,000)
_ (1,207518) _ (20.297.558)
(253,843,297) (25,574,399)
_795650,150 821,224 549
541 806,853 795,650,150

__The attached notes from 1 to 29 are an integral part of these financial statements
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BANK OF BAGHDAD GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2016

1. GENERAL INFORMATION

Bank of Baghdad P.J.S.C. ("the Bank”) is a private joint stock company, incorporated
in the Republic of Iraq in 18 February 1992, in accordance with establishment
certificate no. (4512) issued by the companies registrar and companies law no. (36)
for the year 1983. The Bank was registered as a first permitted bank in Irag and started
its operations since 1992, with a paid in share capital of 1QD 25 million, and the last
increase on its paid in share capital was IQD 250 billion during the year 2013. The
major shareholders of the Bank's paid in share capital are Burgan Bank who owns
51.79% and Shareef family owns 14%. The Bank's registered office is at Al-Karada
city, Baghdad-Irag, and have other 43 branches in Iraq. The Bank is a subsidiary of
Burgan Bank K.S.C.P ("the Parent Company”).

The consolidated financial statements of the Bank and its subsidiaries (collectively “the
Group”) for the year ended 31 December 2016 were authorised for issue in accordance
with a resolution of the directors on 27 February 2017.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
21 Basis of preparation

The consolidated financial statements have been prepared on a historical cost basis,
except for financial assets classified as fair value through profit or loss, certain financial
assets classified as available for sale and derivative financial instruments that are
measured at fair value. The consclidated financial statements are presented in Irag
Dinars (IQD), which is the functional and presentation currency of the Group.

The preparation of consolidated financial statements in conformity with IFRS requires
the use of certain critical accounting estimates. it also requires management to
exercise its judgment in the process of applying the Group's accounting policies where
actual results may differ from these estimates. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to
the financial statements are disclosed in (Note 2.23).

2.2 Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance
with the regulations of the Central Bank of Iraq (CBI). These regulations require
adoption of all International Financial Reporting Standards (“IFRS”) as issued by
International Accounting Standards Board (‘IASB") except for the CBI's instructions
related to impairment of financial assets measurement.

23 Presentation of consolidated financial statements

The Group presents its consolidated statement of financial position in order of liquidity.
An analysis regarding recovery or settiement within 12 months after the reporting date
(current) and more than 12 months after the reporting date (non—current) is presented
in (Note 4). Financial assets and financial liabilities are generally reported gross in the
consolidated statement of financial position. They are only offset and reported net
when, in addition to having an unconditional legally enforceable right to offset the
recognised amounts without being contingent on a future event, the parties also intend
to settle on a net basis in all of the following circumstances:

» The normal course of business
* The event of default
» The event of insolvency or bankruptcy of the Bank and/or its counterparties



2.4 New standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date
of issuance of the Group's consolidated financial statements are disclosed below. The
Group intends to adopt these standards, if applicable, when they become effective.

IFRS 9: Financial Instruments

The IASB issued IFRS 9 - Financial Instruments in its final form in July 2014 and is
effective for annual periods beginning on or after 1 January 2018 with a permission to
early adopt. IFRS 9 sets out the requirements for recognizing and measuring financial
assets, financial liabilities and some contracts to buy or sell non- financial assets. This
standard replaces IAS 39 Financial Instruments: Recognition and Measurement. The
adoption of this standard will have an effect on the classification and measurement of
Group's financial assets but is not expected to have a significant impact on the
classification and measurement of financial liabilities. The Group is in the process of
quantifying the impact of this standard on the Group's consolidated financial
statements, when adopted.

IFRS 15 - Revenue from Contracts with customers

IFRS 15 was issued by IASB on 28 May 2014 is effective for annual periods beginning
on or after 1 January 2017. IFRS 15 supersedes |IAS 11 — Construction Contracts and
IAS 18 — Revenue along with related IFRIC 13, IFRIC 18 and SIC 31 from the effective
date. This new standard would remove inconsistencies and weaknesses in previous
revenue recognition requirements, provide a more robust framework for addressing
revenue issues and improve comparability of revenue recognition practices across
entities, industries, jurisdictions and capital markets. The Group is in the process of
evaluating the effect of IFRS 15 on the Group and do not expect any significant impact
on adoption of this standard.

IFRS 14 Regulatory Deferral Accounts

IFRS 14 is an optional standard that allows an entity, whose activities are subject to
rate-regulation, to continue applying most of its existing accounting policies for
regulatory deferral account balances upon its first-time adoption of IFRS. Entities that
adopt IFRS 14 must present the regulatory deferral accounts as separate line items on
the statement of financial position and present movements in these account balances
as separate line items in the statement of profit or loss and OCI. The standard requires
disclosure of the nature of, and risks associated with, the entity's rate-regulation and
the effects of that rate-regulation on its financial statements. IFRS 14 is effective for
annual periods beginning on or after 1 January 2016. This amendment is not expected
to have any impact on the Group.

Amendments to IFRS 10, IFRS 12 and IAS 28 - Investment Entities: Applying the
Consolidation Exception

The amendments address issues that have arisen in applying the investment entities
exception under IFRS 10. The amendments to IFRS 10 clarify that the exemption (in
IFRS 10.4) from presenting consolidated financial statements applies to a parent entity
that is a subsidiary of an investment entity, when the investment entity measures all of
its subsidiaries at fair value. Furthermore, the amendments to IFRS 10 clarify that only
a subsidiary of an investment entity that is not an investment entity itself and that
provides support services to the investment entity is consolidated. All other
subsidiaries of an investment entity are measured at fair value. The amendments to
IAS 28 allow the investor, when applying the equity method, to retain the fair value
measurement applied by the investment entity associate or joint venture to its interests
in subsidiaries. These amendments are effective for annual periods beginning on or
after 1 January 2016. This amendment is not expected to have any impact on the
Group.
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Amendments to IAS 27 - Equity Method in Separate Financial Statements

The amendments will allow entities to use the equity method to account for investments
in subsidiaries, joint ventures and associates in their separate financial statements.
Entities already applying IFRS and electing to change to the equity method in its
separate financial statements will have to apply that change retrospectively. For first-
time adopters of IFRS electing to use the equity method in its separate financial
statements, they will be required to apply this method from the date of transition to
IFRS. The amendments are effective for annual pericds beginning on or after 1
January 2016, with early adoption permitted. These amendments will not have any
impact on the Group's consolidated financial statements.

2.5 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Bank
and its subsidiaries (investees which are controlied by the Bank). Control is achieved
when the Group is exposed, or has rights, to variable returns from its involvement with
the investee and has the ability to affect those returns through its power over the
investee. Specifically, the Group controls an investee if and only if the Group has:

e Power over the investee (i.e. existing rights that give it the current ability to
direct the relevant activities of the investee)

« Exposure, or rights, to variable returns from its involvement with the investee,
and

« The ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances in assessing whether it has
power over an investee, including:

« The contractual arrangement with the other vote holders of the investee
« Rights arising from other contractual arrangements
« The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the three elements of
control. Consolidation of a subsidiary begins when the Group obtains control over the
subsidiary and ceases when the Group loses control of the subsidiary. Assets,
liabilities. income and expenses of a subsidiary acquired or disposed of during the year
are included in the Group's consolidated financial statements from the date the Group
gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of OCI are attributed to the equity holders of the
Parent Company of the Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. When necessary, adjustments
are made to the financial statements of subsidiaries to bring their accounting policies
into line with the Group's accounting policies. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets
(including good will), liabilities, non-controlling interest and other components of equity
while any resultant gain or loss is recognised in profit or loss. Any investment retained
is recognised at fair value.
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The principal operating subsidiaries of the Group are as follows:

Effective Effective
Interest as at Interest as at
Principal Country of 31 December 31 December
Name of company activities incorporation 2016 2015
Baghdad for Stock a ' o
Exchange Ltd. Brokerage Irag 100% 100%
Al-Ameen for Insurance
Lid. * Insurance Iraq 50.76% 57%

* The consolidated financial statements for the year ending 31 December 2016 are
prepared without adding the Bank's share of Al-Ameen for Insurance, because of
difficulties in collecting its financial statements. The consolidation process with this
entity will be started in 2017.

2.6 Financial instruments

Classification of financial instruments

The Group classifies financial instruments as "fair value through profit or loss”, "loans
and receivables”, "available for sale”, "held to maturity" and “financial liabilities at
amortised cost’. Management determines the appropriate classification of each
instrument at initial recognition.

Recognition/de-recognition

A financial asset or a financial liability is recognised when the Group becomes a party
to the contractual provisions of the instrument. All regular way purchase and sale of
financial assets are recognised using settlement date accounting. Changes in fair
value between the trade date and settlement date are recognised in the consolidated
income statement or in OCI in accordance with the policy applicable to the related
instrument. Regular way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame generally established by
regulations or conventions in the market place.

A financial asset (in whole or in part) is derecognised either when: the contractual rights
to receive cash flows from the asset have expired; or the Group has transferred its
rights to receive cash flows from the assets or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass through’
arrangement; and either (a) the Group has transferred substantially all the risks and
rewards of the asset, or (b) the Group has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset. Where
the Group has transferred its right to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Group's
continuing involvement in the asset.

A financial liability is derecognised when the obligation specified in the contract is
discharged, cancelled or expired. When an existing financial liability is replaced by
another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated
as the derecognition of the original liability and the recognition of a new liability. The
difference in the respective carrying amounts is recognised in the consolidated income
statement.




Measurement

All financial assets or financial liabilities are initially measured at fair value. Transaction
costs are added only for those financial instruments not measured at fair value through
profit or loss. Transaction costs on financial assets at fair value through profit or loss
are recognised in the consolidated income statement.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss includes financial assets held for
trading and financial assets designated upon initial recognition as at fair value through
profit or loss. Financial assets are classified as held for trading if they are acquired for
the purpose of selling or buying in the near term. Changes in fair value are recognised
in net investment income. Interest earned is accrued in interest income, using the
effective interest rate (EIR), while dividend income is recorded under operating
income, in the consolidated income statement, when the right to receive the payment
has been established. Financial assets are designated as at fair value through profit
or loss, if they are managed and their perfformance is evaluated on reliable fair value
basis in accordance with documented investment strategy. After initial recognition
financial assets at fair value through profit or loss are remeasured at fair value with all
changes in fair value recognised in the consolidated income statement. Derivative
instruments are categorised as held for trading unless they are designated as hedging
instruments.

Financial assets held to maturity

Non-derivative financial assets with fixed or determinable payments and fixed
maturities are classified as held to maturity when the Group has the positive intention
and ability to hold to maturity.

After initial recognition, held to maturity financial assets are carried at amortised cost
using the EIR method, less impairment losses, if any. Amortised cost is calculated by
taking into account any discount or premium on acquisition and fees that are an integral
part of the EIR. The amortisation presents in the consolidated income statement as
financial investments — held-to-maturity.

Loans and other receivables

These are non-derivative financial assets having fixed or determinable payments that
are not quoted in an active market. These are subsequently measured at amortised
cost using the effective yield method adjusted for impairment losses, if any.

Loans and advances to customers are classified as “loans and other receivables”.

Financial assets available for sale

Financial assets available for sale include equity and debt securities. Equity
investments classified as available for sale are those that do not qualify to be classified
as loans and receivables, held to maturity or at fair value through profit or loss. Debt
securities in this category are those which are intended to be held for an indefinite
period of time that may be sold in response to needs for liquidity or changes in interest
rates, exchange rates or equity prices.

These are subsequently measured at fair value with gains and losses being recognised
as unrealized gains or losses in the equity as "investment revaluation reserve" until the
financial assets are derecognised or until the financial assets are determined to be
impaired at which time the cumulative gains and losses previously reported as OCI in
equity are transferred to the consolidated income statement.

Financial assets whose fair value cannot be reliably measured are carried at cost less
impairment losses, if any.
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Financial liabilities at amortised cost

These financial liabilities are subsequently measured at amortised cost using the EIR.
“‘Due to banks”, "due to other financial institutions (“OFI")*, “deposit from customers”,
and “other liabilities” are classified as “financial liabilities at amortised cost”.

2.7 Financial guarantees

In the ordinary course of business, the Group gives financial guarantees, consisting of
letters of credit, guarantees and acceptances. Financial guarantees are initially
recognised in the financial statements at fair value, being the premium received. The
premium received is amortised in the consolidated income statement in "Commission
income' on a straight line basis over the life of the guarantee. The guarantee liability is
subsequently measured as a higher of the amount initially recognised less amortisation
or the value of any financial obligation that may arise as a result of financial guarantee.
Any increase in the liability relating to financial guarantees is recorded in the
consolidated income statement.

2.8 Fair value measurement

The Group measures its financial instruments at each financial position date. Fair value
is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair
value measurement is based on the presumption that the transaction to sell the asset
or transfer the liability takes place either:

* In the principal market for the asset or liability, or
« Inthe absence of a principal market, in the most advantageous market for the
asset or liability

The principal or the most advantageous market must be accessible to by the Group.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market
participant's ability to generate economic benefits by using the asset in its highest and
best use or by selling it to another market participant that would use the asset in its
highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and
for which sufficient data are available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value measurement as a whole:

e Level 1 — Quoted (unadjusted) market prices in active markets for identical
assets or liabilities

s Level 2 — Valuation techniques for which the lowest level input that is
significant to the fair value measurement is directly or indirectly observable

e Level 3 — Valuation techniques for which the lowest level input that is
significant to the fair value measurement is unobservable

Set out below is a comparison by class of the carrying amounts and fair values of
financial instruments carried in the consolidated financial statements as at 31
December 20186 and 31 December 2015:
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__Carrying amount Fair value
2016 2015 2016 2015
QD (000) IQD (000) 1QD (000) QD (009)
Financial assets
Cash and cash equivalents 541,806,853 795,650,150 541,806,853 795,650,150
Due from banks and other
financial institutions 276,377,930 230,750,758 276,377,930 230,750,758
Available-for-sale investment
securities 5,864 988 7.026,253 5,864,988 7,026,253
Loans and other receivables 195,066,079 261,797,030 195,066,079 261,797,030
Held-to-maturity financial
investments 97,399,325 892,794,331 97,399,325 92,794,331
Other assets 23,788,472 30,443,196 23,788,472 30,443,196
1.140,303,647 1,418,461,718 1,140,303,647 1,418,461,718
Financial liabilities
Deposits from customers 790,048,306 834,615,353 790,048,306 834,615,353
Due to banks and other
financial institutions 37,877,919 44 050,514 37,877,919 44 050,514
Other liabilities 83,119,810 330,688,058 83,119,810 330,688,058
911,046,035 1,209,353,925 911,046,035 1,209,353,925

Amortised cost
This is computed using the effective interest method less any allowance for
impairment. The calculation takes into account any premium or discount on acquisition

and includes transaction costs and fees that are an integral part of the effective interest
rate.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the
consolidated statement of financial position, if there is a currently enforceable legal
right to offset and intends to settle on a net basis, to realise the asset and settle the
liability simultaneously.

Assets pending sale

The Group occasionally acquires non-monetary assets in settlement of certain
financing receivables and loans and advances. Such assets are stated at the lower of
the carrying value of the related financing receivables and loans and advances and
the current fair value. Gains or losses on disposal, and revaluation losses, are
recognised in the consolidated income statement.

2.9 Impairment of financial assets

The Group assesses at each reporting date whether there is an objective evidence
that a specific financial asset or a group of financial assets are impaired. A financial
asset or a group of financial assets is deemed to be impaired, if and only if, there is
objective evidence of impairment as a result of one or more events that has occurred
after the initial recognition of the asset and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or group of financial assets
that can be reliably estimated. Objective evidence that a specific financial asset or a
group of financial assets classified as loans and other receivables are impaired
includes whether any payment of principal or interest is overdue by more than 90 days
or there are any known difficulties in the cash flows including the sustainability of the
counterparty’s business plan, credit rating downgrades, breach of original terms of the
contract, its ability to improve performance once a financial difficulty has arisen,
deterioration in the value of collateral etc.
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The Group assess whether objective evidence of impairment exists on an individual
basis for each individually significant asset and collectively for others not deemed
individually significant except for financial assets classified as due from banks and
financial institutions and loans and receivables where minimum general provision as
per CBI's instructions is followed.

The impairment loss for financial assets classified as loans and other receivables is
measured as the difference between the asset'’s carrying amount and the present value
of estimated future cash flows including amounts recoverable from collateral and
guarantees, discounted at the financial asset's original effective interest rate. If the
financial asset has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate determined under the contract.
The carrying amount of the asset is reduced through the use of an allowance account
and the amount of the loss is recognised in the consolidated income statement.

For debt instruments classified as available-for-sale, the Group assesses individually
whether there is objective evidence of impairment based on the same criteria as
financial assets classified as loans and receivables. However, the amount recorded for
impairment is the cumulative loss measured as the difference between the amortised
cost and the current fair value, less any impairment loss on that investment previously
recognised in the consolidated income statement. If, in a subsequent period, the fair
value of a debt instrument increases and the increase can be objectively related to a
credit event occurring after the impairment loss was recognised in the consolidated
income statement, the impairment loss is reversed through the consolidated income
statement.

In the case of equity instruments classified as ‘available for sale’, a significant or
prolonged decline in the fair value of the security below its cost is considered in
determining whether the assets are impaired. If any evidence of impairment exists, the
cumulative loss measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that financial asset previously
recognised in the consolidated income statement, is recognised in the consolidated
income statement. Subsequent increases in fair value of such available for sale equity
instruments are not reversed through the consolidated income statement.

For non-equity financial assets, the carrying amount of the asset is reduced through
the use of an allowance account and the amount of the loss is recognised in the
consolidated income statement. If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment loss is increased or
reduced by adjusting the allowance account.

Financial assets are written off when there is no realistic prospect of recovery.

210 Renegotiated loans

In the event of a default, the Group seeks to restructure loans rather than take
possession of collateral. This may involve extending the payment arrangements and
the agreement of new loan conditicns. When the terms and conditions of these loans
are renegotiated, the terms and conditions of the new contractual arrangement apply
in determining whether these loans remain past due. Management continually reviews
renegotiated loans to ensure that all criteria are met and that future payments are likely
to occur.
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211 Cash and cash equivalents

Cash and cash equivalents as referred to in the cash flow statement comprises cash
on hand, non- restricted current accounts with the CBI and amounts due from banks
on demand or with an original maturity of three menths or less.

212 Property and equipment

Property and equipment are stated at historical cost less accumulated depreciation
and any accumulated impairment losses, if any. Historical cost includes expenditure
that is directly attributable to the acquisition of the item. Cost may also include transfers
from equity of any gains/losses on qualifying cash flow hedge of foreign currency
purchases of property and equipment. Subsequent costs are included in the asset's
carrying amount or recognised as a separate asset as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. The carrying amount of the replaced
part is derecognised. All other repairs and maintenance are charged to consolidated
income statement during the period in which they are incurred.

Land is not depreciated. Depreciation of other property and equipment is calculated
using the straight-line method to allocate their cost to their residual values over their
estimated useful lives, as follows:

Useful life
(Years)
Buildings 33
Equipment 5
Motor vehicles 5
Furniture and office equipment 5

The assets’ residual values and useful lives are reviewed. and adjusted if appropriate,
at the end of each reporting period. An asset's carrying amount is written down
immediately to its recoverable if the asset's carrying amount is greater than its
estimated recoverable amount (Note 2.23).

Gains and losses on disposals are determined by comparing the proceeds with the
carrying amount and are recognised within other gains (losses) in the consolidated
income statement.

213 Intangible assets

Intangible assets represent separately identifiable non-monetary assets without
physical substance arising from business combinations. Intangible assets are
measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value as at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation
and any accumulated impairment losses.

The useful lives of intangible assets are assessed as finite. Intangible assets with finite
lives are amortised over the useful economic life, as mentioned below, and assessed
for impairment whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for an intangible asset
with a finite useful economic life is reviewed at least at each financial position date.
Changes in the expected useful economic life or the expected pattern of consumption
of future economic benefits embodied in the asset is accounted for by changing the
amortisation period or method, as appropriate, and are treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives
is recognised in the consolidated income statement under “other expenses” consistent
with the function of the intangible asset.
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Amortisation is calculated using the straight-line method to write down the cost of
intangible assets over their estimated useful economic lives as follows:

Useful life
o Years
Long-term rent of Nidal building 15
Long-term rent of Tikreet building 15
Accounting system 5

Gains or losses arising from derecognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset
and are recognised in the consolidated income statement when the asset is
derecognised. A previously recognised impairment loss is reversed only if there has
been a change in the assumptions used to determine the asset's recoverable amount
since the last impairment loss was recognised.

2.14 Projects in-progress

Projects in progress comprise costs incurred on incomplete projects, which include
cost of land, design cost, construction, direct wages and portion of the indirect costs.
After completion, all projects’ costs are capitalized and transferred to property and
equipment.

The carrying values of projects in progress are reviewed for impairment when events
or changes in circumstances indicate that the carrying value may not be recoverable.
If any such indication exists and where the carrying values exceed the estimated
recoverable amount, the projects are written down to their recoverable amount.

215 End of service indemnity

Provision is made for amounts payable to employees under the Iragi Labour Law. This
liability, which is unfunded, represents the amount payable to each employee as a
result of termination on the reporting date. This basis is considered to be a reliable
approximation of the present value of the final obligation. The Group will start
calculating a provision for end of services to employees, and will be recorded during
the year 2017.

216 Revenue recognition

Interest and similar income and expense

Interest income and expense are recognised in the consolidated income statement for
all financial instruments measured at amortised cost, interest bearing assets classified
as available-for-sale and financial instruments designated at fair value through profit
or loss using effective interest rate method. The effective interest rate is the rate that
exactly discounts estimated future cash flows through the expected life of the financial
instrument or, a shorter period, when appropriate, to the net carrying amount of the
financial asset or financial liability. When calculating the effective interest rate, all fees
and points paid or received between parties to the contract, transaction costs and all
other premiums or discounts are considered, but not future credit losses.

Once a financial instrument is impaired, interest is thereafter recognised using the rate
of interest used to discount the future cash flows for the purpose of measuring the
impairment loss. When the Group enters into an interest rate swap to change interest
from fixed to floating (or vice versa) the amount of interest income or expense is
adjusted by the net interest on the effective portion of the swap.
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All fees paid or recieved are treated as an integral part of the effective interest rate of
financial instruments and are recognised over their lives, except when the underlying
risk is sold to a third party, at which time it is recognised immediately.

Commission income

Commission earned for the provision of services over a period of time are accrued over
that period. These fee include credit related fee and other management fees. Loan
commitment fee and originating fee that are an integral part of the effective interest
rate of a loan are recognised (together with any incremental cost) as an adjustment to
the effective interest rate on loan.

Dividend income
Dividend income is recognised when the right to receive payment is established.

217 Dividends on ordinary shares

Dividends on ordinary shares are recognised as a liability and deducted from equity
when they are approved by the Bank's shareholders. Interim dividends are deducted
from equity when they are declared and are no longer at the discretion of the Bank_

Dividends for the year that are approved after the reporting date are disclosed as an
event after the reporting date.

218 Foreign currency translation

(a) Functional and presentation currency
Items included in the consolidated financial statements are measured using the

currency of the primary economic environment in which the entity operates (‘the
functional currency’). The consolidated financial statements are presented in 1QD,
which is the Group's functional currency.

(b) Transactions and balances
Foreign currency transactions are translated into the functional currency using the

exchange rates prevailing at the dates of the transactions or valuation where items
are re-measured.

Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the consolidated income
statement. Foreign exchange gains and losses are presented in the consolidated
income statement within ‘other income’.

2.19 Income tax

The tax expense for the period comprises current tax. Tax is recognized in the
consolidated income statement, except to the extent that it relates to items recognised
in other comprehensive income or directly in equity. In this case the tax is also
recognised in other comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the consolidated statement of financial position date in Irag
and in accordance with IAS 12. Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Income tax payable on taxable profit (‘current tax') is recognised as an expense in the
period in which the profits arise in accordance with the fiscal regulations of Irag, in
which the Group operates.

90



Deferred tax is provided using the liability method on temporary differences between
the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes at the reporting date.

Deferred tax assets are recognised for all deductible temporary differences, the carry
forward of unused tax credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry forward of unused tax credits
and unused tax losses can be utilised, except when the deferred tax asset relating to
the deductible temporary difference arises from the initial recognition of an asset or
liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss.

The carrying amount of deferred tax assets is reviewed at each reporting date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilised. Unrecognised
deferred tax assets are re-assessed at each reporting date and are recognised to the
extent that it has become probable that future taxable profits will allow the deferred tax
asset to be recovered.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right
exists to set off current tax assets against current income tax liabilities and the deferred
taxes relate to the same taxable entity and the same taxation authority.

2.20 Segment information

A business is a group of assets and operations that jointly engage in the rendering of
products or services and subject to risks and rewards that differ from those of other
business segments.

A geographical segment is associated with providing products or services in a specific
economic environment that is subject to risks and rewards that differ from those of
segments operating in other economic environments.

2.21 Contingencies

Contingent assets are not recognised in the consolidated financial statements. but are
disclosed when an inflow of economic benefit is probable.

2.22 Fiduciary assets

Assets and related deposits held in trust or in a fiduciary capacity are not treated as
assets or liabilities of the Group and accordingly are not included in the consolidated
statement of financial position.

2.23 Significant accounting judgments, estimates and assumptions

The preparation of the Group's consolidated financial statements requires
management to make judgements, estimates and assumptions that affect the reported
amount of revenues, expenses, assets and liabilities, and the accompanying
disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment
to the carrying amount of assets or liabilities affected in future periods.

The management'’s estimates adopted in the preparation of the consolidated financial
statements are reasonable and detailed as follows:
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Judgments

In the process of applying the Group’s accounting policies, management has made the
following judgements, apart from those involving estimations, which have the most
significant effect on the amounts recognised in the consolidated financial statements:

Classification of financial assets

On acquisition of financial assets, management decides whether it should be classified
as investments at fair value through profit or loss or investments available for sale or
loans and other receivables or held to maturity.

Impairment of financial assets available for sale

The Group treats available for sale equity investments as impaired when there has
been a significant or prolonged decline in the fair value below its cost or where other
objective evidence of impairment exists. The determination of what is *significant” or
“prolonged” requires considerable judgement. In making this judgement, the Group
evaluates, among other factors, historical share price movements and duration and
extent to which the fair value of an investment is less than its cost.

Income taxes

The Group recognises liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such differences will impact the
current and deferred income tax assets and liabilities in the period in which such
determination is made.

Estimation uncertainty and assumptions

The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial
year are discussed below. The Group based its assumptions and estimates on
parameters available when the consolidated financial statements were prepared.
Existing circumstances and assumptions about future developments, however, may
change due to market changes or circumstances beyond the control of the Group.
Such changes are reflected in the assumptions when they occur.

Fair values of assets and liabilities including intangible assets

Considerable judgement by management is required in the estimation of the fair value
of the assets including intangible assets with finite useful life, liabilities and contingent
liabilities acquired.

Impairment losses on loans and other receivables

The Group reviews its loans and advances on a quarterly basis to assess whether a
provision for impairment should be recorded in the consolidated income statement. In
particular, considerable judgement by management is required in the estimation of the
amount and timing of future cash flows when determining the level of provisions
required. Such estimates are necessarily based on assumptions about several factors
involving varying degrees of judgment and uncertainty, and actual results may differ
resulting in future changes to such provisions.
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Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the
consolidated statement of financial position cannot be measured based on quoted
prices in active markets, their fair value is measured using valuation technigues
including the DCF model. The inputs to these models are taken from observable
markets where possible, but where this is not feasible a degree of judgement is
required in establishing fair values. Judgements include considerations of inputs such
as liquidity risk, credit risk and volatility.

Any changes in these estimates and assumptions as well as the use of different, but
equally reasonable estimates and assumptions may have an impact on carrying
amounts of loans and other receivables and investments available for sale_

Going concern

The Group's management has made an assessment of its ability to continue as a going
concern and is satisfied that it has the resources to continue in business for the
foreseeable future. Furthermore, management is not aware of any material
uncertainties that may cast significant doubt on the Group's ability to continue as a
going concern. Therefore, the consolidated financial statements continue to be
prepared on the going concern basis.

3. Risk management

3.1 Introduction and risk profile

The Bank has operations in Iraq and Lebanon, as explained in (Note 27) Segment
information and (Note 3.2.6) Industry Analyses. Whilst risk is inherent in the Bank's
activities, it is managed through an integrated risk management framework, including
ongoing identification, measurement and monitoring, subject to risk limits and other
controls. This process of risk management is critical to the Bank's continuing
profitability and each individual within the Bank is accountable for the risk exposures
relating to his or her responsibilities. The Bank is exposed to credit risk, liquidity risk
and market risk. It is also subject to country risk and various operating and business
risks.

3.1.1 Risk management structure

The Board of Directors is responsible for the overall risk management approach and
for approving the risk management strategies and principles

The Board has appointed the Supervisory Board which is responsible for monitoring
the overall risk process within the Bank and fulfils the responsibilities of the audit
committee.

The Risk Committee has the overall responsibility for the development of the risk
strategy and implementing principles, frameworks, policies and limits. The Risk
Committee is responsible for managing risk decisions and monitoring risk levels and
reports to the Supervisory Board.

The Risk Management Unit is responsible for implementing and maintaining risk
related procedures to ensure an independent control process is maintained. The unit
works closely with and reports to the Risk Committee. to ensure that procedures are
compliant with the overall framework.
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Each business group has its own unit which is responsible for the control of risks,
including monitoring the actual risk of exposures against authorised limits and the
assessment of risks of new products and structured transactions. It is the Bank’'s policy
that this unit also ensures the complete capture of the risks in its risk measurement
and reporting systems. The Bank's policy also requires that exceptions are reported
on a daily basis, where necessary, to the Risk Committee, and the relevant actions are
taken to address exceptions and any areas of weakness.

The Bank's Treasury is responsible for managing its assets and liabilities and the
overall financial structure. It is also primarily responsible for the funding and liquidity
risks of the Bank.

The Bank’s policy is that risk management processes throughout the Bank are audited
annually by the Internal Audit function, which examines both the adequacy of the
procedures and the Bank's compliance with the procedures. Internal Audit discusses
the results of all assessments with management, and reports its findings and
recommendations to the Supervisory Board.

3.1.2 Risk mitigation and risk culture

As part of its overall risk management, the Bank uses derivatives and other instruments
to manage exposures resulting from changes in interest rates, foreign currencies,
equity risks, credit risks, and exposures arising from forecast transactions.

3.1.3 Risk measurement and reporting system

The Bank's risks are measured using a method that reflects both the expected loss
likely to arise in normal circumstances and unexpected losses, which are an estimate
of the ultimate actual loss based on statistical models. The models make use of
probabilities derived from historical experience, adjusted to reflect the economic
environment. The Bank also runs worst-case scenarios that would arise in the event
that extreme events which are unlikely to occur do, in fact, oceur.

Monitoring and controlling risks is primarily performed based on limits established by
the Bank. These limits reflect the business strategy and market environment of the
Bank as well as the level of risk that the Bank is willing to accept. with additional
emphasis on selected industries. In addition, the Bank's policy is to measure and
monitor the overall risk-bearing capacity in relation to the aggregate risk exposure
across all risk types and activities.

Information compiled from all the businesses is examined and processed in order to
analyse, control and identify risks on a timely basis. This information is presented and
explained to the Board of Directors, the Risk Committee, and the head of each
business division. The report includes aggregate credit exposure, credit metric
forecasts, hold limit exceptions, liquidity ratios and risk profile changes. On a monthly
basis. detailed reporting of industry, customer and geographic risks takes place. Senior
management assesses the appropriateness of the allowance for credit losses on a
monthly basis. The Supervisory Board receives a comprehensive risk report once a
quarter which is designed to provide all the necessary information to assess and
conclude on the risks of the Bank.

3.2  Credit risk

Credit risk is the risk that the Bank will incur a loss because its customers or
counterparties fail to discharge their contractual obligations. The Bank manages and
controls credit risk by setting limits on the amount of risk it is willing to accept for
individual counterparties and for geographical and industry concentrations, and by
monitoring exposures in relation to such limits.
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The Bank has established a credit quality review process to provide early identification
of possible changes in the creditworthiness of counterparties, including regular
collateral revisions. Counterparty limits are established by the use of a credit risk
classification system, which assigns each counterparty a risk rating. Risk ratings are
subject to regular revision. The credit quality review process aims to allow the Bank to
assess the potential loss as a result of the risks to which it is exposed and take
corrective action.

3.2.1 Impairment assessment

For accounting purposes, the Bank uses an incurred loss model for the recognition of
losses on impaired financial assets. This means that losses can only be recognised
when objective evidence of a specific loss event has been observed.

3.2.2 Credit-related commitments risks

The Bank makes available to its customers guarantees that may require that the Bank
makes payments on their behalf and enters into commitments to extend credit lines to
secure their liquidity needs. Letters of credit and guarantees (including standby letters
of credit) commit the Bank to make payments on behalf of customers in the event of a
specific act, generally related to the import or export of goods. Such commitments
expose the Bank to similar risks to loans and are mitigated by the same control
processes and policies.

3.2.3 Credit risk exposure for each internal credit risk rating for corporate and
small business lending

The Bank manages the credit quality of financial assets using internal credit ratings. It
is the Bank's policy to maintain accurate and consistent risk ratings across the credit
portfolio. This facilitates focused management of the applicable risks and the
comparison of credit exposures across all lines of business, geographic regions and
products. The rating system is supported by a variety of financial analytics, combined
with processed market information to provide the main inputs for the measurement of
counterparty risk. All internal risk ratings are tailored to the various categories and are
derived in accordance with the Bank's rating policy. The attributable risk ratings are
assessed and updated regularly.

3.2.4 Commitments and guarantees

To meet the financial needs of customers, the Bank enters into various irrevocable
commitments and contingent liabilities. Even though these obligations may not be
recognised on the statement of financial position, they do contain credit risk and are,
therefore, part of the overall risk of the Bank.

The table below shows the Bank's maximum credit risk exposure for commitments and
guarantees. The maximum exposure to credit risk relating to a financial guarantee is
the maximum amount the Bank could have to pay if the guarantee is called upon. The
maximum exposure to credit risk relating to a loan commitment is the full amount of
the commitment.

2016 2015

IQD (000) IQD (000)
Letters of guarantees 79,384,649 142 428,990
Letters of credit 14,221,201 86,957,757
93,605,850 220 386,747
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3.2.5 Credit quality by class of financial assets

The table below shows the credit quality by class of asset for all financial assets exposed to credit risk, based on the Bank's internal credit rating
system. The amounts presented are gross of impairment allowances:

Cash and cash equivalents
Due from banks and other
financial institutions
Available-for-sale investment
securities

Loans and other receivables
Held-to-maturity financial
investments

Other assets

Neither past due nor impaired

Sub- Past due
Standard Standard but not Individually
High grade _grade grade impaired  impaired ) Total
2016 . 2016 2016 2016 2016 2016
QD (000) ~  1QD(000) QD (000) IQD (000) IQD (000) QD (000)

541,806,853 - - - - 541,806,853
275,619,923 - 758,007 - - 276,377,930
- - - 8,732,607 (2,867,619) 5,864,988
62,668,909 28,180,532 16,543,989 112,912,781 (25,240,132) 195,066,079
71,177,879 26,221,446 - - 97,399,325
— - 3902750 6,939,619  41.261,046  (28,314,943) 23788472
951,273,564 32,083,282 50,463,061 162,906,434 (56,422,694)  1,140,303,647




3.2.5 Credit quality by class of financial assets (continued)

Cash and cash equivalents
Due from banks and other
financial institutions
Available-for-sale investment
securities

Loans and other receivables
Held-to-maturity financial
investments

Other assets

Neither past due nor impaired

High grade

2015

I1QD (000)

95,650,150

230,090,546

150,499,700

65,541,835

1,241,782,231

Standard
_grade

2015

1QD (000)

24,362 171

29,821,901

Sub-
Standard
grade

2015

660,212

7,102,658

27,252,496

6,431,752

41,447 118

Past due
but not

__impaired

2015

9,658,134
109,832,501

35,866,657
155,357,292

Individually
~impaired Total
2015 2015
QD (000) IQD (000)
= 795,650,150
- 230,750,758
(2,631,881) 7,026,253
(30,000,000) 261,797,030
- 92,794 331
(17,314,943) 30,443,196

(49,946 824)

1,418,461,718
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3.2.6 Industry analysis

The following table shows the risk concentration by industry for the financial assets in the statement of financial position:

Cash and cash equivalents
Due from banks and other
financial institutions

Available-for-sale investment
securities

Loans and other receivables
Held-to-maturity financial
investments

Other assets

Financial
Services Government Retails
2016 2016 2016
_1ab(oo0) QD (000) 1QD (000)
63,634,272 478,172,581 -
268,569,023 7,808,907 :
449,782 - -
- - 76,438,481
= 97,399,325 -
5170468  7,775635 4,397,674
337,823,545 591,156,448 80,836,155

_ Corporates Services Total
2018 2016 2016
~lQD(000)  1QD (000) IQD (000)
- - 541,806,853
- - 276,377,930
5,415,206 - 5,864 988
118,627,598 - 195,066,079
A = 97,399,325
2,460,834 3,983,861 23,788,472
126,503,638 3,983,861 1,140,303,647
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3.3  Liquidity risk and funding management

Liquidity risk is defined as the risk that the Bank will encounter difficulty in meeting
obligations associated with financial liabilities that are settied by delivering cash or
another financial asset. Liquidity risk arises because of the possibility that the Bank
might be unable to meet its payment obligations when they fall due as a result of
mismatches in the timing of the cash flows under both normal and stress
circumstances. Such scenarios could occur when funding needed for illiquid asset
positions is not available to the Bank on acceptable terms. To limit this rsk,
management has arranged for diversified funding sources in addition to its core deposit
base, and adopted a policy of managing assets with liguidity in mind and monitoring
future cash flows and liquidity on a daily basis. The Bank has developed internal control
processes and contingency plans for managing liquidity risk. This incorporates an
assessment of expected cash flows and the availability of high grade collateral which
could be used to secure additional funding if required.

Net liquid assets consist of cash, shori—term bank deposits and liquid debt securities
available for immediate sale, less deposit for banks and other issued securities and
borrowings due to mature within the next month.

The Bank stresses the importance of current accounts and savings accounts as
sources of funds to finance lending to customers. They are monitored using the
advances to deposit ratio, which compares loans and advances to customers as a
percentage of core customer current and savings accounts, together with term funding
with a remaining term to maturity in excess of one year. Loans to customers that are
part of reverse repurchase arrangements, and where the Bank receives securities
which are deemed to be liquid, are excluded from the advances to deposits ratio.

3.3.1 Analysis of financial assets and liabilities by remaining contractual
maturities

The table below summarises the maturity profile of the undiscounted cash flows of the
Bank’s financial assets and liabilities as at 31 December.

Repayments which are subject to notice are treated as if notice were to be given
immediately. However, the Bank expects that many customers will not request
repayment on the earliest date it could be required to pay and the table does not reflect
the expected cash flows indicated by its deposit retention history
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3.31 Contractual maturities of undiscounted cash flows of financial assets and liabilities (continued)

As at 31 December 2016

Financial assets
Cash and cash equivalents

Due from banks and other financial
institutions

Available-for-sale investment securities
Loans and other receivables
Held-to-maturity financial investments
Other assets

Financial liabilities

Deposits from customers

Due to banks and other financial
institutions

Other liabilities

Income tax provision

Less than 3 3to12 1tob
_Ondemand  months _months ~  years OverSyears ~ Total
_1QD (000) 1QD (000) QD (000) QD (000) QD (000) 1QD (000)
541,806,853 3 i . - 541,806,853
68.127,930 - 208,250,000 . S 276,377,930
5,864,988 - g - . 5,864,988
- 82,839,826 39,640,827 62,668,823 9,916,603 195,066,079
= . 97,399,325 97,399,325
- 232500 235555972 NS, = 23788472
615,799 771 83,072,326 271,446,799 160,068,148 9916603  1,140,303,647
475,992,815 43,103,856 270,896,968 54 667 790,048,306
30,354,928 . 7,522,991 - 5 37.877,919
63,491,792 . 19,628,018 P . 83,119,810
= . 6,556,377 - - 6,556,377
569,839,535 43,103,856 304,604,354 54 667 . 917,602,412




3.3.1 Contractual maturities of undiscounted cash flows of financial assets and liabilities (continued)

As at 31 December 2015

Financial assets

Cash and cash equivalents

Due from banks and other financial
institutions

Available-for-sale investment securities
Loans and other receivables
Held-to-maturity financial investments

Other assets

Financial liabilities

Deposits from customers
Due to banks and other financial
institutions

Other liabilities
Income tax provision

Less than 3 dto12 1to 5

_Ondemand months ~months ~ years ~ OverSyears  Total
_lQD(000)  _ 1QD(000) ~ 1QD(000) QD (000) QD (000) QD (000)
795,650,150 - . - - 795,650,150
82,334,997 - 148,415,761 - 230,750,758
7,026,253 - - - - 7,026,253
- 171,231,988 34,330,792 50,586,264 5,647 986 261,797,030
- - - 92,794,331 - 92,794,331
. - 82576 _ 30410021 - - 30443196
885011400 171,264,563 213,157,174 143,380,595 5647,986  1,418,461,718
490,013,931 65,714,657 278,763,572 123,193 - 834,615,353
36,163,398 . 7,887,116 - - 44,050,514
305,232,456 25,455,602 - . 330,688,058
e — - 7544050 = - — 7,544,050
831,409,785 65,714,657 319,650,340 123,193 - 1,216,897,975




3.3.1 Contractual maturities of undiscounted cash flows of financial assets and liabilities (continued)

The table below shows the contractual expiry by maturity of the Bank's contingent liabilities and commitments. Each undrawn loan commitment
Is included in the time band containing the earliest date it can be drawn down. For issued financial guarantee contracts, the maximum amount of
the guarantee is allocated to the earliest period in which the guarantee could be called.

Less than 3 3to12 1to5

_Ondemand ~ months =~ months _years  OverSyears  Total

_1QD (000) IQD(000) 1D (000) QD (000) 1QD(000) QD (000)
2016
Letters of guarantees 8,931,105 20,800,814 38,427,516 11,225,214 - 79,384 649
Letters of credit o - 13842400 378801 - = 14,221,201
Total commitments and guarantees 8,931,105 34,643,214 38,806,317 11,225,214 - 93,605,850
2015
Letters of guarantees 54,769,760 24 910,938 52,690,652 10,057 640 - 142,428 990
Letters of credit 4,788,664 79,912,527 2,256,566 - - 86,957,757
Total commitments and guarantees 59 558 424 104,823,465 54 947 218 10,057 640 229 386,747
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4 Maturity analysis of assets and liabilities

The table below shows an analysis of assets and liabilities analysed according to when
they are expected to be recovered or settled. Trading assets and liabilities have been
classified to mature and/or be repaid within 12 months, regardless of the actual
contractual maturities of the products. With regard to Loans and other receivables, the
Group uses the same basis of expected repayment behaviour as used for estimating
the Effective Interest Rate (EIR) method. Issued debt reflect the contractual coupon

amortisations.

As at 31 December 2016

Assets:

Cash and cash equivalents
Due from banks and other
financial institutions
Available-for-sale
investment securities

Loans and other receivables
Held-to-maturity financial
investments

Property and equipment, net
Projects in-progress
Intangible assets, net

Other assets

Total assets

Liabilities:
Deposits from customers

Due to banks and other
financial institutions

Income tax provision
Other liabilities
Total liabilities

Net

Within 12 After 12
~_months months Total
IQD (000) IQD (000) QD (000)
541,806,853 - 541,806,853
276,377,930 - 276,377,930
5,864,988 - 5,864,988
195,066,079 - 195,066,079
- 97,399,325 97,399,325
- 31,818,240 31,818,240
- 18,782,039 18,782,039
- 19,520,191 9,520,191
23,788,472 - 23,788,472
1,042,904,322 167,519,795 1,200,424,117

790,048,306 - 790,048,306
37,877,919 - 37,877,919
6,556,377 . 6,556,377
83119810 - 83,119,810
917,602,412 2 917,602,412
125,301,910 157,519,795 282,821,705
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4 Maturity analysis of assets and liabilities (continued)

As at 31 December 2015

Assets:

Cash and cash equivalents
Due from banks and other
financial institutions
Available-for-sale
investment securities

Loans and other receivables
Held-to-maturity financial
investments

Property and equipment, net
Projects in-progress
Intangible assets, net

Other assets

Total assets

Liabilities:

Deposits from customers
Due to banks and other
financial institutions

Income tax provision
Other liabilities
Total liabilities

Net

5 Cash and cash equivalents

Cash on hand

Cash at central bank of Iraq:
Current account

Statutory reserve

Clearing room

Within 12 After 12
months months Total &
1QD (000) IQD (000) IQD (000)
795,650,150 - 795,650,150
230,750,758 - 230,750,758
7,026,253 - 7,026,253
261,797,030 - 261,797,030
- 92,794,331 92,794,331
- 32,583,935 32,583,935
- 18,255,188 18,255,188
- 9,741,752 9,741,752
30,443,196 - 30,443,196
1,325,667,387 153,375,206 1,479,042,593
834,615,353 - 834,615,353
44,050,514 - 44,050,514
7,544,050 - 7,544,050
330,688,058 - _ 330688,058
1,216,897,975 - 1,216,897,975
108,769,412 153,375,206 262,144,618
2016 2015
1QD (000) I1QD (000)
63,634,272 101,081,134
347,642,660 572,718,506
109,617,823 121,280,510
_ 20912098 570,000
541,806,853 795,650,150
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6 Due from banks and other financial institutions

_ 2016 2015
__laD(©00) _ __iQD (000)
Deposits with foreign banks * 215,390,000 155,555,761
Current accounts with foreign banks 52,421,017 53,633,299
Current accounts with Governmental banks 7,808,907 20,901,486
Current accounts with national banks 758,006 660,212
276,377,930 230,750,758

" Cash at banks is a non-interest bearing current account. except for deposits with foreign
banks with an annual interest of 1.5%. During the year 2013, Bank of Baghdad
transferred an amount of US $ 25 million (equivalent to 1QD 29,750,000 thousand) to
its branch in Beirut. This balance was recorded as a deposit in the Head Quarter. While
the branch recorded this balance as a deposit with an interest. The management of the
Group has issued instructions regarding the correction of the previously mentioned
accounting treatments, and reverse this balance to inter-branch accounts. considering
that these transactions took place between the Head Quarter of the Bank and its branch
in Beirut. The correction will take place in 2017. There is no impact on the consolidated
statement of income as a result of these previous treatments, but the effect is to inflate
the items in the consolidated statement of financial position,

7 Available-for-sale investment securities

2016 2015
IQD (000) _1QD (000)
Financial assets available for sale 8.732,607 9,658,134
Provision for impairment of investment
securities _ (2.867619) (2,631 .881)
5,864 988 7,026,253

Following is the movement on the provision for impairment of investment securities:

__ 2016 2015
__lQD(©000) IQD (000)
At 1 January 2,631,881 448,025
Impairment of investment securities 235,738 2,183,856
2,867,619 2,631,881
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8 Loans and other receivables

i 2016 2015
__1QD (000) IQD (000)
Loans - corporates 82,393,878 87,257,136
Loans - retails 64,748,021 139,814 473
Overdraft - corporates 13,408,185 13,880,634
Overdraft - retails 2,018,333 2,211,933
Provision for impairment of loans and other
receivables _(25,240,132) (30,000,000)
137,328,285 213,264,176
Letters of credit * 38,175,083 43,741,794
Letters of guarantee ** 17,060,587 2,097,712
Other 2,502,124 2,693,348
195,066,079 261,797,030

* Till the date of these consolidated financial statements, the Group granted letters of
credit with no cash margin received by 1QD 38 billion (2015: 43 billion).

* The Group granted letter of guarantees to its customers without cash margin by IQD
17 billion (2015: 1QD 2 billion). During the year 2016, a customer of ICIC bank which
is located in India who granted a letter of guarantee from the Group amounting to USD
12,570,410 (equals QD 14,958,789,054) did not fulfill his liabilities toward the
beneficiary who located in iraq (Ministry of Electricity). The Group paid the whole
amount to the beneficiary in 2016, and filed a lawsuit against ICIC bank. This lawsuit
is active till the date of these consolidated financial statements.

Following is the movement on the provision for impairment of loans and other
receivables:

2016 2015
__1QD(000)  _ 1QD (000)
At 1 January 30,000,000 16,089,182
Provision 119,111 13.910,818
Write - offs (4,878,979) -
25,240,132 30,000,000

31 December 2016 195,066,079 5
31 December 2015 261,797,030

The impairment provision for credit facilities complies in all material respects with the
specific provision requirements of the CBI and IFRS. The book values of loans and
receivables approximate their fair value as at 31 December 2016 and 2015
respectively. As at 31 December 2016, loans and receivables of IQD 195.066.079 000
(2015: 1QD 261,797,030,000) were fully performing. The aging analysis of loans and
other receivables is as follows:

Neither past _ Past due but not impaired
due nor 91-180 181 - 360
___Total  impaired _ days days > 360 days

_1QD (000) _1QD (000) _IQD (000) 1QD (000) _IQD (000)
106,377,86

14,323,114 11,940,552 62,424,548
200,801,04
6 5,150,816 14,027,922 41,817,246
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9 Other assets

e lS  HME

__1QD(000)  _ 1QD(000)
Cash stolen * 33,485 412 26,548 462
Provision for cash shortage (28,314,943) (17,314 943)
5,170,469 9233519
Accrued interest receivable 2,955,758 1,125,446
Advances to employees 3,983,860 5,306,305
Prepayments 2,024 884 3,556,681
Cash margin ** 1,645 366 1,870.474
Accrued rent revenue 232,500 32,575

Other receivables *** 7,775,635 9,318,196
23,788,472 30,443,196

" During the year 2015, an amount of IQD 32,340,950,000 has been stolen when the
Bank transferred the money to the Central Bank of Iraq (CBI) = Erbil branch. The Group
decided to book a provision for cash shortage along three years starting from 2015
and during the year 2017 the whole amount will be fully booked. The Bank filed two
law suits, one against the manager of Erbil branch and other employees, and the
second one against the Central Bank of Irag (CBI) — Erbil branch. Another theft
amounting to 1QD 1,144,461,720 happened during the year 2014 in Al-Senak branch,
and the Group filed a lawsuit against some of its employees. Those law suits are still
effective up to date of these financial statements. Cash at central bank and on hand
were reduced by the whole amount of two thefts, and a debit balance within other
assets have been created with an impairment plan.

** Within cash margin, a balance of IQD 678 880,046 represents legal fees paid for the
legal procedures adopted by the Group against defaulted customers.

**" Within other receivables, a balance of IQD 7 billion represents cheques bought from
a customer and withdrawn on the Agricultural bank which is bankrupt. The Group is on
the way to record a provision for impairment of this balance during next year.

Foliowing is the movement on the provision for cash shortage:

2016 2015
_1QD(000)  _ 1QD(000)
At 1 January 17,314,943 1,144 461
Provision for cash shortage __11,000000 16,170,482
28,314,943 17,314,943
10 Held-to-maturity financial investments
W i
~_1@D(000) QD (000)
Bonds with central bank of Irag 71,177,879 65,541,835
Bonds with central bank of Lebanon 26221446 27252496
97,399,325 92,794,331




11 Property and equipment

Cost:

At 1 January 2016
Additions

Disposals

At 31 December 2016

Depreciation:
At 1 January 2016

Depreciation charge for the
year

Disposals

At 31 December 2016
Net book value:

At 31 December 2016
At 31 December 2015

Lands
acquired as Furniture
a result of Motor and office
__lands  debts = Buildings = Equipment  vehicles  equipment Total
_1QD(000) = 1QD(000) =~ 1QD(000) ~ _ 1QD(000) QD (000) IQD(000)  _ 1QD (000)
12,219,979 11,562,621 9,759,603 1,201,785 945,934 7,409,258 43,099,080
- - 11,800 280,936 292 836
e _(13285) - (96570) _(109,835)
12219979 11,562,521 _9,759.603 1200420 945934 7593624 43,282,081
- 2,190,255 1,064,751 835,605 6,424 534 10,515,145
- - 298,888 61,699 44 443 588 969 993 999
e e E L e I A _(32,185) _ (45,303)
S = - 2489143 1113302 880,048 6,981,348 11,463,841
12,219,979 11,562,521 7,270,460 87,118 65,886 612,276 31,818,240
12,219,979 11,562,521 7,569,348 137,034 110,329 984,724 32,583,935




12 Projects in-progress

2016 __ 2015
—1QD(000) ~ __ 1QD(000)
At 1 January 18,255,188 17,864,746
Additions during the year 58851 390,442
18,782,039 18,255,188

Projects in progress represent buildings under construction. The Management is
currently conducting a comprehensive review of these projects and updating its future

plans. It is expected that the land will be transferred to property and equipment during
2017.

13 Intangible assets, net
Intangible assets represent amounts paid for long term leases and accounting system
used by the Group. Intangible assets are amortized over the period of the long term

lease and over 5 years for the accounting system. The movement on intangible assets
and amortization is as follows:

.. 2016 2015
. 1QD(©00)  _ QD (000)
Net book value:
At 1 January 9,741,752 2,480,654
Additions 1,214,180 8,660,309
Amortization for the year _(1,435741) (1,409,211)
9,520,191 9,741,752
14 Deposits from customers
2016 2015
__1QD(000)  _ 1QD(000)
Saving accounts 287,916,094 308,829,747
Current accounts - Corporates 287,940,307 273,144 714
Current accounts - Retails 155909056 _ 177,538,123
Total current accounts __ 443849363 450,682,837
Fixed deposits - Corporates 10,408,227 14,082 451
Fixed deposits - Retails 18,605,087 _  27,736.883
Total fixed deposits 29103314 41,819,334
Cash margin for LCs 12,449 968 18,152,029
Cash margin for LGs 16,021,660 14,430,529
Temporary deposits 426,945 419915
Others 280962 280,962
790,048,306 834,615,353
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15 Due to banks and other financial institutions

2016 2015

—1QD(00) oD (oog)
Current accounts — overseas * 30,354,287 36,119,949
Fixed deposits due to foreign banks 7.522,991 7,887,116

Current accounts due to foreign banks NS . N 43,449
37,877 919 44,050,514

" During the year 2013, Bank of Baghdad transferred an amount of US $ 25 million
(equivalent to 1QD 29,750,000 thousand) to its branch in Beirut. This balance was
recorded as a deposit in the Head Quarter. While the branch recorded this balance as
a deposit with an interest The management of the Group has issued instructions
regarding the correction of the previously mentioned accounting treatments, and
reverse this balance to inter-branch accounts, considering that these transactions took
place between the Head Quarter of the Bank and its branch in Beirut. The correction
will take place in 2017. There IS No impact on the consolidated statement of income as
a result of these previous treatments, but the effect is to inflate the items in the
consolidated statement of financial position.

16 Income tax provision

Income tax provision had been calculated in accordance with the income tax law of
Iraq. Movement on the income tax provision is as follows:

— 2006 2015

—1QD(000)  _ iaD(000) 8
Balance at 1 January 7,544,050 5,066,342
Income tax expense 6,556,377 7.544 050
Income tax paid —__ (7.544,050) __ (5,066,342)
Balance at 31 December 6,556,377 7,544 050

The Group obtained tax clearance from the tax authority for the year ended 31
December 2015. During the year 2016, the Group paid the income tax of 2015, in
addition to amount of IQD 1,516,060,000 that relates to income tax of 2014.

17 Other liabilities

o Se— . |
Accrued interests: _ lQD(oo0) QD (000)
Overdraft 1,141,699 1,134,104
Debt notes 215,910 261,415
Deposits 76,074 95,776
Saving 31746 32924
Total accrued interests 1,465,429 1,524 219
Amounts reserved by official authorities * 59,387,439 302,957,608
Cash margin 17,444 075 19,928,061
Accrued expenses 3,225,358 5,190,230
Accounts payables 1,191,058 958.820
Other __ 406,451 _ 129,120

83,119.810 330,688,058




* During January 2015, Central Bank of Iraq requested from Bank of Baghdad to reserve
an amount of IQD 243,570,169 thousand from the current account of Zain Telecom.
because they did not pay the income tax due to the tax authority of Irag. When the
company paid all its tax obligations, Central Bank of Iraq agreed to lift the reference to
the seizure of the company's funds. As a result. the Bank of Baghdad lifted the booking
during December 2016 and transferred the amount to the company’s current account.

18 Capital

The Group maintains an actively managed capital base to cover risks inherent in the
business and is meeting the capital adequacy requirements determined by the Central
Bank of Irag (CBI). The adequacy of the Group's capital is monitored using the rules
and ratios established by the Basel Committee on Banking Supervision.

The Group has complied in full with all its imposed capital requirements over the
reported period.

Capital management
The primary objectives of the Group's capital management policy are to ensure that
the Group complies with imposed capital requirements and maintains strong credit

ratings and healthy capital ratios in order to support its business and to maximise
shareholder value.

The Group manages its capital structure and makes adjustments to it according to
changes in economic conditions and the risk characteristics of its activities. In order to
maintain or adjust the capital structure, the Group may adjust the amount of dividend
payment to shareholders, return capital to shareholders or issue capital securities

No changes have been made to the objectives, policies and processes from the
previous years. However, they are under constant review by the Board.

Group’s capital consists of paid-in share capital, statutory reserve, investment
revaluation reserve, other reserves and retained earnings that are measured at IQD
282,821,705 thousand as at 31 December 2016 (2015: |QD 262.144 618 thousand).

19 Interest income

2016 2015
_1QD(©000)  _ 1QD(000)
Interest of loans - retails 12,528,533 16,998,508
Interest of loans — corporates 8,647,761 9,042,892
Interest of deposits with others 4,711,443 6,059,499
Interest of LCs 3,168,214 615,071
Interest of one night investment at CBI 527,346 734 341
Interest of debit notes 226 N, A
29,583,523 33,456,548
20 Interest expense
=G . 5
_1QD000) ~ _ QD (000)
Interest of saving accounts 4,620,215 5,198,158
Interest of fixed deposits 1432 234 2,605,369
Interest of loan 26663 45,550
6,079,112 7,849 078




21 Commission income

Transfers commission
Real Time Gross Settlement (RTGS)
commission

Inter-branch commission

Letters of guarantee commission
Electronic Clearing Commission
ATM commission

Letters of credit commission
QiCard commission

Other commissions

22 Commission expense

Banking charges *
Foreign currency differences

2016 2015
__1QD(000) _ __1QD(000)
6,861 401 5,311,360
1.765,481 2,130,594
1,569,689 1,711,627
1,384,463 1,742 157
693,855 563,963
419,725 451,713
259,074 725,033

62,687 168,911
1818844 1746244
14,835,219 14,551,602
_ 2006 2015

__lQD(000) QD (000)

2,509,451 2,340,082
- 28160
2,509,451 2,368,242

* The Central Bank of Iraq (CBI) deducted commissions for transferring amounts to the

Bank's current accounts at the CBI's branches in Erbil and Basrah.

23 Net gain on foreign exchange currency

The Bank realised gains from selling USD currency to customers for the purpose of
issuing letters of credit. The Bank buys amounts in USD currency from the Central
Bank of Irag upon requests of its customers, and keeps a difference rate between
buying and selling prices as benefits. Total gains in selling USD currency to customers
for the year ended 31 December 2016 is around IQD 35 billion (2015: 1QD 27.8 billion).

24 Financial investments — held-to-maturity

Interests of bonds
Interests of treasury bills

2016 2015
_1QD(000)  _ 1QD(000)
1,010,573 -
901682 3704569
1,812,255 3,704 569




25 Staff expenses

Basic salaries
Allowances

Income tax for employees
Social security

Bonuses

Overtime

Trainings

Supplies

Others

26 Other expenses

Consulting and researches
Penalties

Depreciation and amortisation
Internet and SWIFT fees
Costs of opening new branches
Transportation of cash
Wirite-off of accrued interest income
Maintenance

Rent

Travels

ATM fees

Transportation - employees
Office supplies

Insurance

Legal fees

Taxes and other fees

Qil and gas

Advertising and printing

Audit fees

Communications

Hospitality

Other expenses

2018 2015
__ QD (000) IQD (000)

6,208,057 6,350,193
6,989,628 7,240,054
1,235,855 1,229,639
771,740 792,113
634,156 1,163,845
24,229 24,535

8,805 4,808

1,660 19,350

- 9,149

15,874,130 16,833,686

_ 2016 2015
__lQD(000) ~ _ 1QD(000)
3,108,310 1,260,187
2,577,076 3,057,770
2,429,740 2,774,137
2,135,673 1,361,468
1,232,596 1,775,682
1,116,370 1,388,218
1,084,844 601,064
965,595 970,073
939,361 916,186
585,640 712,314
424,504 308,826
394,514 524,461
367,276 342,392
336,483 551,807

328 652 225,483
319,825 25,025
255,321 347,007
156,579 122,032
148,612 162,137
138,343 171,005
70,744 105,808

_ 709362 1301823
19,825,420 19,004,905




27 Segment information

The Group has determined its financial position and its financial performance, distributed to three geographic areas in Iraq, in addition to its
branch located in Beirut and its subsidiary Baghdad Company for Stock Exchange Ltd. (B.C.S.E) which is located in Baghdad. The table below

shows in details the Group's operating segments:

Northern Middle Southern Beirut B.C.S.E.
Iraq region region  lIraq region _branch _kd.  Total

31 December 2016 QD (000) 1QD (000) QD (000) 1QD (000) QD (000) 1QD (000)
Net interest income 9 827 244 10,083,845 1,039,166 2,538,253 15,903 23,504 411
Net Commission income 1,727,923 9,077,775 1,214,265 305,805 - 12,325,768
Other operating iIncome 8,965,274 27,988,336 800,950 20,933 14,365 37,789,888
Staff expenses (1,602,458) (11,221,841) (1,422,937) (1,544 650) (82,244) (15,874,130)
Other operating expenses (1,466,343) (16,084 543) (1,534,735) (723,722) (16,077) (19,825 420)
Provision for impairment of

loans and other receivables = - (119,111) (119,111)
Provision for cash shortage (11,000,000) - - - = -4 - - (11,000,000)
Net profit before income tax 6,451,640 19,843,572 96,709 596,619 (187,134) 26,801,406
Segmental assets 76,363,155 964,994,217 119,544,231 38,615,987 906,527 1,200,424,117
Segmental liabilities 87,136,191 667,694,035 119,606,147 42,798,148 367,891 917,602,412




27 Segment information (continued)

31 December 2015

Net interest income

Net Commission income
Other operating income
Staff expenses

Other operating expenses
Provision for impairment of
loans and other receivables

Provision for cash shortage
Net profit before income tax

Segmental assets
Segmental liabilities

Northern Southern Beirut B.C.S.E.

_Iragregion  Middle region  _lraq region branch ~ Ltd. ~ Total
_laD(000) @D (000) QD (000) QD (000) QD (000) ~  1QD (000)
10,173,485 11,489,099 1,221,586 2,358,798 364,502 25,607 470
2,661,210 8,000,795 1,169,980 351,375 12,183,360
4,938,010 34 618,834 2,551,242 13,510 42,121,596
(1,942,095) (11,616,225) (1,712,392) (1,475,667) (87,307) (16,833,686)
(1,440,373) (14,836,127) (1,726,575) (960,325) (41,505) (19,004 905)
(865) (13,909,194) (758) - - (13,910,817)
_(16,170482) = e - - _ (16170482)
(1,781,110) 13,747,182 1,503,083 287,691 235,690 13,992,536
124,515,510  1,210,546,297 99,063,898 44,537,168 379,720  1,479,042,593
121,665,880 947,134,593 99,247,779 48,753,996 95,727  1,216,897,975




28 Comparative figures

Certain comparative figures have been reclassified to adhere with the consolidated
financial statements presentation adopted in the current year.

29 Concentration of risk in geographic area

The Group is carrying out all of its activities in iraq and Lebanon. The political and
economical destabilization in the area increases the risk of carrying out business and
may adversely affect the Group's performance.




