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IRAQI COMPANY FOR FINANCING SMEs

The Iraqi Company for Financing SMEs (ICF-SME)

Our Vision:

To become Iraq’s principal catalyst for financing
Small and medium size enterprises (SMEs).
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Our Founding Shareholders:

Ashur International Bank for Investment

The Bank of Baghdad

Basrah International Bank for Investment
Gulf Commercial Bank

Iraqi Middle East Investment Bank

Mosul Bank for Investment and Development
National Bank of Iraq

North Bank

Sumer Commercial Bank

Our Mission:

The Iraqi Company for Financing SMEs collaborates with donor agencies and
program sponsors that finance ICF-SME, to fund their small and medium enterprise
loan programs. In so doing, ICF-SME stimulates increased bank financing to SMEs.
ICF-SME tailors implementation according to the sponsor’s dictates, allocates loan
funds to banks, monitors closely all loan origination, and accounts in full to donors

\ for all funds utilization.
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ICF-SME Chairman Wadea Al-Handhal and representatives from nine shareholder banks celebrate
the arrival of the initial $6 million grant from the U.S. Agency for International Development.

Chairman’s Statement

“As Chairman of our Shareholder’s Committee, I am pleased to introduce a new company, the Iraqi Company for
Financing SME’s (ICF-SME). We all recognize the importance of bank credit required by our small and medium
enterprises. ICF-SME is specifically designed to address this need.

Early in the formation of this company, we recruited highly qualified staff. They share the vision of SME empowerment
and embrace the challenge to specialize in collaborating with small and medium-sized enterprise program sponsors
to facilitate broader SME access to credit in its first six months, the ICF-SME program channelled over ID 9.1 billion
into 404 new small enterprise loans, creating in the process over 400 new jobs.

ICF-SME represents the third “pillar” in USAID-Tijara’s holistic strategy that expands SME access to bank credit. As
a funding mechanism for SME loans, the ICF-SME complements the Iraqi Company for Bank Guarantees (ICBG),
which can guarantee up to 75% of loans originated through participating bank branches, with both companies
reinforcing USAID-Tijara’s initiative to develop specialized bank lending units. This synergy supports sustainable
SME financing in Iraq. Other SME project sponsors will increasingly view ICF-SME as an indispensable partner in
this process.

Our range of potential funding counterparts includes major international agencies and foreign aid organizations
operating in Iraq; also regional SME development funds situated within the Middle East and North Africa (MENA)
corridor; and inside Iraq, national and provincial agencies of government eager to accelerate economic growth through
their individual SME support programs.

We encourage potential sponsors to contact our management team to explore avenues of cooperation with this new and
dynamic force, the Iraqi Company for Financing SMEs.”
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OPPOSITE: Seated L to R: Sherwan A. Mustafa, Managing Director of ICF-SME, Wadea Al- Handhal, Chairman of the ICF-

SME Advisory Committee and Chairman of Ashur International Bank, Ali Al-Husseiny, USAID Economic Development Specialist.
Standing L to R are Wisam Segman, Financial Manager of ICF-SME, Fouad Hamza Al-Saeed, Managing Director of Sumer
Commercial Bank, Nafie Elias, Managing Director of the National Bank of Irag, Mudhir Al-Hillawi, Managing Director of Gulf
Commercial Bank, Hassan Qaftan, Deputy Managing Director of Basrah International Bank, Mahasin Khairy, Credit Department
Manager of Middle East Bank, Adnan Al-Chalabi, Managing Director of Baghdad Bank, Abdul Hussein Al-Abdaly, Branch
Manager of Mosul Bank, Munthir Talib, Managing Director of North Bank and Abbas Al-Bayaty, Managing Director of Ashur Bank
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Managing Director’s Report

About the Company

“The Iraqi Company for Financing SME’s novel design
and function is to source funds from donors and public
agencies to channel through its bank network into many
SME loans. Using a USAID grant of $6 million as starter
capital, ICF-SME helped originate 404 SME loans in the
first six months ending 31 December 2009.

The ICF-SME program puts a new dynamic to work: it
requires participatingbanksto offerloansatapproximately
20% below market rates, to co-fund loans depending
on loan size, and then to recycle repayments through
their own dedicated SME revolving loan accounts from
which to disburse new SME loans. Co-funding of the
participating banks added over 20% to SME loan volume
in 2009. Next year, co-funding efficient recycling of loan
repayments, alone will generate over 250 new loans.

ICF-SME Managing Director Sherwan Mustafa at
the December 2009 “Private Business Development™
workshop in Baghdad’s Al-Sadir Novotel Hotel

The Continuing Challenge

Financing small and medium enterprises through the private commercial banking network, beyond financing micro
enterprises through the microfinance institutional network, remains a growing priority. While microfinance has
increasingly served micro enterprises, booking by year end some 170,000 loans worth $400 million since 2003,
commercial banks have remained exceedingly cautious, preferring to lend to large companies.

This should not continue, given the small and medium enterprise sector’s pivotal role in accelerating economic growth
and creating jobs. A very conservative estimate puts formal sector SME credit demand at $2.6 billion, of which only a
fraction has been satisfied by private and state banks combined, leaving an unmet demand exceeding $2 billion.

Highlights of 2009

A number of major events for the company occurred during 2009:

* May - Incorporation as a non-bank financial institution with Company Registrar
e June — USAID-Tijara $6,000,000 grant awarded

* June — ICF-SME obtains grant funding and in turn allocates to sharecholder banks

* July — All nine shareholder banks of ICFSME utilize funding to lend to SMEs

* September — The first $3,000,000 of the grant originates 205 SME loans

*  October — The second $3,000,000 is released and allocated

*  December- ICF-SME records 404 bank loans totaling $7,800,000 (ID 9.1 billion)

Member bank loan co-funding plus “second generation” loans from recycled repayments added an extra $1.8 million
to our loan volume financed via USAID’s $6 million grant. SME clients may borrow from $5,000 to $250,000. In Iraq,
there remain a multitude of qualified borrowers still with no access to credit. The challenge before us is formidable.
ICF-SME collaborates with sponsors for funding and with its shareholder member bank network for loan origination.
This simple business model, however, requires ICF-SME to continuously source new funds to expand its impact.
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Funds Allocation Criteria Going
Forward

ICF-SME funds, once received, are allocated to banks
according to criteria that diversify the roster of SME
borrowers while facilitating economic growth and social
stability.

* Co-funding: bank participation in loan funding is
fundamental

e Outreach: placing loans outside of Baghdad
spreads loan credit regionally

* Tenor: ICF-SME encourages loans of 24 month
duration or longer

* 5% Limit: Repayments may not accumulate to
more than 5% of allocation

B Annual Report 2009 A4

e Job Creation: ICF-SME favors loans to sectors
which create more jobs

* Female Borrowers; Company policy encourages
women to apply to banks for loans.

U.S. Ambassador Christopher Hill visits the ICF-SME
exhibit at USAID-Tijara’s “SME Access to Finance”
conference at the Al-Rasheed Hotel in November 2009.

Collaboration with Donors

ICF-SME tailors an SME loan program that fits a sponsor’s targeted borrowers and that respects the sponsor’s stipulated
loan parameters. These programs define loan size, co-funding percentages, pricing limits, and other features. On
this basis, for example, the USAID-INMA agribusiness project awarded us in December 2009 a $1 million grant to
facilitate loans to agricultural enterprises located in Anbar province exclusively. ICF-SME will report to this sponsor
all features of loan origination, repayments and loan recycling from the dedicated revolving accounts created under
this program.

ICF-SME administers a sponsor’s funding program through participating banks and accounts in full for all utilization.
This framework brings together complementary specializations: policy and program definition of the program sponsor;
program design and execution of ICF-SME; and loan origination and underwriting of the private commercial bank
network.

Looking Ahead

We enter 2010 expecting more SMEs to seek bank financing. General market interest rates and borrowing costs have,
for the first time in years, come down to a level that now attracts more potential borrowers. Also, private commercial
banks are better able to diagnose and manage SME credit risk. Some banks now view SME lending as a safer and more
profitable line of business to pursue. ICF-SME will collaborate with more sponsors to finance SMEs, a process which
will create more jobs for Iraqi citizens and accelerate economic growth.

IRAQI COMIPANY
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Summary Results and Analysis

The ICF-SME is a new company with an innovative structure that allows more small and medium enterprises to
borrow from banks than would have been possible in the past. It obtains funding, as grants or as low interest loans,
from providers seeking to assist SMEs and improve Iraq’s economy. ICF-SME then allocates these funds to a select
network of private commercial banks which lend to SMEs in job-producing sectors at discretionary rates.

ICF-SME Program Schematic — How it all Works
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In the first six months of operations, as of December 31, 2009, ICF-SME injected $7.8 million (ID 9.2 billion) of new
credit into the Iraqi economy through 404 loans to small and medium enterprises.

ICF-SME charges a 4% p.a. Management Fee for funds allocated to its bank network and allows for bank margins
up to 6% on loans that they originate. The net effect is to offer loans to SMEs at approximately 20% below general
market loan rates

Loan pricing, Loan categories and Co-funding
4 )
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Co-funding is an extremely important feature of the ICF-SME program. Banks co-funded in aggregate just over 20%
of loans by year end 2009. Over time, banks will assume an increasing co-funding role. This assures loan sponsors
that loan origination volume will quickly surpass funding accorded. This also reinforces bank direct lending to SMEs
in general.
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Fiscal Year 2009 Results (6 months of operations)-the chart below indicates the performance of ICF-SME shareholder
member banks during the six months ending December 31, 2009, showing by region the volume and number of loans
originated and the economic sector serviced.

Loan Creation and Industry Concentration by Region at December 31, 2009
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The ICF-SME program encourages co-funding, and for loans exceeding ID 30,000,000, requires a 25% minimum of
co-funding; 40% if exceeding ID 70,000,000. During 2009, the ICF-SME banks co-funded in aggregate 1,900,000,000
Iraqi Dinars ($1.6 million) to supplement ID 7,000,000,000 ($6 million) of SME loans. An additional $0.2 million of
repayments financed new loans.

ICF-SME demonstrates its efficiency by very quickly channeling funds through its banking network to most provinces
in Iraq (Chart 4 below). Sixteen provinces had already benefited by 2009 year end.

Dispersion of Loans among Iraqi Provinces
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ICF-SME ‘s network of nine private commercial banks filtered new SME loans into 17 of Iraq’s 18 provinces in its
first six months of operations. One half of loan volume originated outside of Baghdad Province. The ICF-SME bank
network operates 65 branches outside of Baghdad province.

B Annual Report 2009 A

IRAQI COMPANY
FOR FINANCING

SMEs



|CF-SME at Work
Rebuilding for the Future

Baghdad boasts a tranquil riverside corniche, aromatic
coffee shops packed with intellectuals and colorful
markets selling antique books, engraved copper artifacts
and exotic textiles. What the city does not have at the
moment, however, are tourists.

Sa’ad Salih is betting that if he builds a complex where
tourists can relax and have fun, they will come, if not on
holiday at least on business trips. Gulf Bank agrees and
recently approved a $150,000 SME loan to help Sa’ad
transform a two-story building his family owns into a
boutique hotel with rooms and a restaurant on two floors
and a spacious hall to celebrate weddings, graduations
and wedding anniversaries on a lower level.
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“We’re located in the Al-Karada district, which is the
business and commercial heart of Baghdad,” Sa’ad
explains. “Merchants who come to Baghdad to buy
electronic equipment and home appliances need a
comfortable place to rest and relax.”

After seven years of civil unrest, Sa’ad thinks the
people of Baghdad are ready to have fun, eat well and
celebrate family events. “I’m calling the building a
Tourist Complex,” Sa’ad smiles, “because the tourism
sector holds great potential and I want to be ready when
travelers start returning to Baghdad.”

If I build it, they will come, says Sa’ad Salih inside his
nascent Tourism Complex

Timely Loan Brings Tidy Profit

Sixty years ago, Abdul-Jabber was a blacksmith in a
dusty Sulaymaniyah souk. Today his son, Vhder Abdul-
Jabbar Khader, runs a home appliance and construction
business that nets $5,000 a month in profit.

The family’s climb out of poverty results from its
taking advantage of opportunities. Last year, Vhder
had the chance to buy $250,000 worth of attractively-
priced appliances. But he only had $200,000 to spend.
“A businessman makes a profit by recycling his money,
but most of my cash was tied up with clients when the
appliance deal came my way,” remembers Vhder. “Bank
financing helped me avoid a cash flow crisis.”

He made up the difference with a $25,000 SME loan
from Ashur Bank. His good fortune was compounded
by the fact that interest charged on the loan was 20%
below market rates, since part of the money came from
a USAID grant channeled through the Iraqi Company
for Financing SMEs (ICF-SME). The timely loan at an
attractive price allowed Vhder to buy home appliances
that he quickly resold for a 30% profit.

A $25,000 SME loan approved by Ashur Bank loan officer
Qtiba Dksn (left) allowed Sulaymaniyah’s Vhder Abdul-
Jabbar Khader to buy $250,000 worth of appliances he
later sold for a 30% profit.
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Affordable Financing Turns Dreams
Into Reality

When Mohammed Abbas Fadhil Al-Alwani was growing
up on a farm in Anbar province he dreamed of having his
own integrated agricultural business. In 2006, he finally
managed to buy 15 dunums (nine acres) of land near the
Euphrates River. But it wasn’t until late 2009 when he
obtained a low cost SME loan for $63,500 from North
Bank that his business began to take shape.

Co-funded by North Bank and ICF-SME, the loan
allowed him to excavate a fish pond, purchase 3,800
fingerling carp, buy 75 lambs and cultivate his remaining
property to produce fodder. The money also allowed
the 47-year old entrepreneur to acquire a diesel pump,
a large stock of fish food and hire four employees, one
of them Awad Abdul-Sattar Fathi, a 44-year old Basrah
University economist expert in fish farming.
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Today, the fish are growing rapidly thanks to fresh water
pumped from the Euphrates and a daily diet of wheat
protein. His lambs are thriving and should be ready for
sale during the 2010 Ramadan holiday. In June 2010,
Mohammed bought five more dunums of land. He plans
to petition North Bank for a second ICF-SME loan to
build greenhouses in which he can grow vegetables.

Silver carp are just one of the products that Mohammed

Abbas Fadhil Al-Alwani plans to sell “My dream is becoming a reality thanks to ICF-SME and
a grant from USAID,” he says. “The generosity of the
American people is making all this possible.”

Growing Company Gets ICF-SME
Boost

If you buy an aspirin in Baghdad, chances are it may
have passed through Pharmacist Bushra Zaki’s hands.
Her company, Al-Zumurrud, imports and distributes
medicines through its warehouse in the Karada section of
the city near Al-Watheq Square. Recently, she secured an
attractively-priced $60,000 loan from Iraqi Middle East
Bank so she could obtain a license to become the Iraqi
sales agent for several foreign drug companies. Currently,
most drugs and medicines are purchased in neighboring
countries and brought into Iraq by traders. “Having my
own agency for Iraq will allow me to import high-quality
medicines directly from reputable companies and sell
them at a lower price,” says Bushra.

Bushra’s Small and Medium Enterprise (SME) loan
carried a lower than normal interest rate because it was
funded, in part, by the Iraqi Company for Financing
SMEs (ICF-SME). Started with a $6 million grant from
the USAID-Tijara Provincial Economic Development
Program, ICF-SME loans money to Iraqi banks which
then lend the funds to promising businesses at rates 20%
cheaper than the market norm. The loans are designed Pharmacist Bushra Zaki with some of her medicinal
to strengthen the commercial banking system, help inventory

entrepreneurs grow their business and allow companies

like Al-Zumurrud to create new jobs.
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FINANCIAL SECTION

Auditors Independent Opinion

&F ¢H. Al-Salman & Co

Cooperating Firm Of
PRICEWATERHOUSE(COPERS
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Independent Auditor’s Report
To the shareholders of
Iraq Company For Financing Small and Medium Sized Enterprises Ltd.

Report on the financial statements

We have audited the accompanying financial statements of Iraqi Company for Financing Small and Medium Sized
Enterprises Limited, which comprise the balance sheet as of December 31st 2009, and the income statement,
statement of changes in equity, and cash flow statement for the period May 18th-December 31st 2009, and a
summary of significant accounting policies and other explanatory related notes.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards. This responsibility includes: designing, implementing and
marinating internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are
free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting polices used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

Independent Auditor’s Report
To the shareholders of
Iraq Company For Financing Small and Medium Sized Enterprises Ltd

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis’s for our audit
opinion.

Opinion
In our opinion, the accompanying financial statements presents fairly, in all material respects, the financial

position of the Company as of December 3 1st 2009, and of its financial performance and cash flow for the period
May 18th-December 31st 2009 with International Financial Reporting Standards.

Farquad Al-Salman, B.Sc, FCCA
F.H.Al-Slmanm & Co.

Cooperating Firm of PricewaterhouseCoopers
Public Accountants and Auditors
Baghdad-Iraq

Baghdad- June 15th 2010
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ASSETS

Current assets

Cash and cash equivalents
Loans granted to banks
Other current assets

Total assets

LIABILITIES AND EQUITY

LIABILITIES

Current liabilities

Trade and other payables
Provisions

Long Term Liability
Conditional grant received
Total liabilities

EQUITY

Share capital - Ordinary shares
Reserves

Retained earnings

Other reserves

Total equity

Total equity and liabities

Balance Sheet As of December 31 2009

Note Number

December 31%, 2009
Iraqi Dinars(000)

10

11
11

329,376
7,056,000
1,237

7,386,613

4,680
8,390

7,056,000
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7,069,070

270,000

45,165
2,378

317,543

7,386,613

Income Statement for The Period May 18" - December 31%, 2009

Period May 18™ to

Note Number December 31%, 2009
Iraqi Dinars(000)

Revenues

Revenues received from loans granted 12 96,432
Expenses

Employees expenses 29.900-
Service expenses 24,052-
Operating profit 42,480
Other income 13,453
Pretax profit 55,933

IRAQI COMIPANY
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Corporation tax 8,390-
Profit after tax 47,543

N

In accordance with Iraqi Companies Law

Attributable:
Statutory legal reserve 2,378
Retained earning 45,165

47,543

Statement of Changes in Equity for The Period May 18" - December 31, 2009
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Statutory
Share Retained Capital Total of Total
Capital Earnings Reserve Reserves Equity
ID (000) ID (000) 1D (000) 1D (000) ID (000)
Balance-May 18 2009 270,000 —_ —_ —_ 270,000
Profit for the year — 45,165 2,378 47,543 47,543
Balance-Dec 31 2009 270,000 45,165 2,378 47,543 317,543

Cash Flow Statement for The Period May 18" - December 31%, 2009

Period May 18th to

Note Number December 31st, 2009
Iraqi Dinars(000)

Cash flows from operating activities
Pretax profit 55,933
Loans granted to banks 7,056,000-
Other current assets- accrued income 1,237-
Trade and other payables - accrued expenses 4,680
Net cash generated from operating activities 6,996,624-
Cash flows from financing activities
Conditional grant received 7,056,000
Subscription of paid up capital 270,000
Net cash used in financing activities 7,326,000
Net increase in cash and cash equivalents 329,376
Cash and cash equivalents at beginning of year —
Cash and cash equivalents at end of year 329,376
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Footnotes to Financial Statements

1. General information

Iraq Company for Financing Small and Medium Sized Enterprises Limited — Baghdad was incorporated via
“Registration Certificate” No.(2/72012) dated May 18th 2009, with a subscribed and paid up capital of ID 270,000,000
(Iraqi Dinars Two Hundred seventy Million Only), for the purpose of contributing into the economic growth of Iraq,
with particular attention to the banking sector, by obtaining the necessary financial facilities in order to achieve the
necessary expansion in the credit facilities to be awarded by the private banks to small and medium sized enterprises in
Iraq. Also to assist in implementing modern banking techniques in compliance with international banking standards.

The company is domiciled in Iraq, and has not been a member of another company throughout the period May 18th
— December 31st 2009.

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been applied during the current period which stands for May 18th — December 31st 2009.

2.1 Basis of preparation

The financial statements of Iraq Company for Financing Small and Medium Sized Enterprises Limited have been
prepared in accordance with International Reporting Standards (IFRS). The financial statements have been prepared
under historical cost convention.

The preparation of 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 accounting policies. The area
involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the
financial statements, are disclosed in Note (4).

The following interpretations to existing standards have been published that are mandatory for the Company’s accounting
periods beginning on or after May 1st 2006, or later period, but not relevant for the Company’s operations.

IFRIC 7, Applying the Restatement Approach under IAS 29, Financial Reporting in Hyperinflationary Economics
(Effective from March 1st 2006).

IFRIC 7, provides guidance on how to apply the requirements of IAS 29 in a reporting period in which an entity
identifies the existence of hyperinflation in the economy of its functional currency of a hyperinflationary economy as
its functional currency, IFRIC 7 is not relevant to the Company’s operations; and

IFRIC 8, Scope of IFRS 2 (effective for annual periods beginning on or after May 1st 2006)

IFRIC 8 requires considerations of transactions involving the issuance of equity instruments-where the identifiable
consideration received is less than the fair value of the equity instrument issued — to establish whether or not they fall
within the scope of IFRS 2. As the Company did not issue any equity instruments in the current year or in the previous
year, IFRIC is not relevant to Company’s operations.

IFRIC, Reassessment of Embedded Derivatives ( effective for annual periods beginning on or after June 1st 2006).
IFRIC 9 requires any entity to assess whether an embedded derivative to be separated from the host contract and
accounted for as a derivative when the entity becomes a party to the contract. Subsequent reassessment is prohibited
unless there is a change in the terms of the contract that is significantly modifies the cash flows that otherwise would
be required under the contract, in which case reassessment is required. IFRIC 9 is not relevant to the Company’s
operations, as the Company does not have embedded derivatives.

IFRIC 10, Interim Financial Reporting and Impairment ( effective for annual periods beginning on or after November
1st2006). IFRC 10 prohibits the impairment losses recognized in an interim period on goodwill, investments in equity
instruments and investments in financial assets carried at cost to be reversed at a subsequent balance sheet date. As the
Company does prepare interim financial statements IFRC 10 is not relevant to Company’s operations.

2.2 Foreign currency transactions

a) Functional and presentation currency

Items included in the financial statements of the Company are measured using the Currency of the primary economic
environment in which the entity operates (“the functional currency”). The financial statements are presented in Iraqi
Dinars (ID) which is the Company’s functional and presentation currency.
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b) Transactions and balances

Foreign currency transactions are translated into functional Currency using the exchange rates prevailing at the date
of the transactions. 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
recognized in the income statement.

Translation differences on non-monetary financial assets and liabilities are recognized in profit or loss as part of the
fair value gain or loss.

2.3 Property, plant and equipments

Property plant and equipments are shown at historical costs, less depreciation, Historical costs includes expenditure
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate assets, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Company, and the cost
of item can be measured reliably. The carrying amount of the replaced part is derecognized. All other repairs and
maintenance are charged to the income statement during the financial period in which they are incurred.

Depreciation on assets is calculated on the straight-line method to allocate their cost over their estimated useful lives,
at the rates prevailing with the statutory legislations in this respect.

The residual value of the assets and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognized
within other (losses) or gains — net, in the income statement.

2.4 Impairment of non-financial assets

Assets that are subject to amortization are reviewed for impairment whenever events or changes in the circumstances
indicate that the carrying amount may not be revocable. An impairment loss is recognized for the amount by which
the asset’s carrying amount exceeds its revocable amount . the revocable amount is the higher of an asset’s carrying
amount exceeds its revocable amount. The revocable amounts the higher of an asset’s market value less costs to sell
and value in use.

For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flow (cash generating units). Non financial assets other than goodwill that suffered impairment are
reviewed for possible reversal; of the impairment at each reporting date.

2.5 Trade and other receivables

Trade receivables are recognized initially at fair value and subsequently measured at an amortized cost using the
effective interest majored, less provision for impairment. The carrying down of the asset is reduced through the use an
allowance account, and the amount of the loss is recognized in the income statement, with general and administrative
expenses. When a trade receivable is uncollectible, it is written off against the allowance account for trade receivables.
Subsequent recoveries of amounts previously written off are credited against general and administrative expenses in
the income statement.

2.6 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits with banks held, other short term highly liquid investments
with original maturities of three months nor less, and bank overdrafts.

Bank overdrafts are shown within borrowings in current liabilities on the balance sheet.

2.7 Trade and other payables

Trade payables are recognized initially at fair value and subsequently measured at amortized cost using the effective
interest method.

2.8 Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently
stated at amortized cost, any difference between the proceeds ( net of redemption costs) and the redemption value is
recognized in the income statement over the period of the borrowings using the effective method.
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Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of
the liability for at least 12 months after the balance sheet date.

2.9 Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of past events,
and it is probable that an outflow of resources that might be required to settle the obligation and reliable estimate of
the amount can be made.

2.10 Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods in the ordinary
course of the Company’s activities. The Company recognizes when the amount of revenue can be reliably measured,
it is probable that future economic benefits will flow to the entity and special criteria have been met.

2.11 Dividends distribution

Dividends distribution to the Company’s shareholders is recognized as a liability in the Company’s financial statements
in the period in which the dividends are approved by the Company’s shareholders.

2.12 Financial assets
The Company classifies its financial assets in the following categories: at fair value through profit or loss, loans and

receivables, and available for sale. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.

a) Financial assets at fair value

Financial assets at fair value through profit or loss are financial assets held for trading. A financial assets is classified
in this category if acquired principally for the purpose of selling in the short term. Assets in this category are classified
as current assets.

b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in the active market. They are included in the current assets, except for maturities greater than 12 months after the
balance sheet date. These are classified as non current assets. Loans and receivables are classified as trade and other
receivables in the balance sheet.

2.13 Share capital
Ordinary shares are classified as equity

2.14 Comparatives
Usually comparative figures are adjusted to be in conformity with changes in presentation in current year.

Since the period for which the financial statement represent, as the first period for the activities of the Company, that
is why no comparative figures are included in the financial statements.

J.  Financial Risk Management

3.1 Financial risk factors

The Company’s activities expose it to a variety of financial risks: material risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The Company’s overall
risk management is programmed to focus on the unpredictability of financial markets and seeks to minimize potential
adverse effects on the Company’s financial performance.

a) Market risk
The Company operations are exposed to foreign exchange risk arising from various currency exposures, primarily
with respect to the US $.

The Company’s income and operating cash flows are substantially independent of changes in market rates. The
Company has no significant interest bearing assets or liabilities

b) Credit risk
Credit risk arises from cash and cash equivalents and deposits with banks and financial institutions, as well as credit
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exposures to customers, including outstanding receivables and committed transactions. Deposits are made with banks
that have acceptable credit rating. The utilization of credit limits are regularly mentioned.

¢) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an adequate
amount of committed credit facilities.

Company’s management aims at maintaining flexibility in funding by keeping committed lines available.

3.2 Capital risk management

The Company’s objectives when managing capital are to safeguard Company’s ability to continue as a “going concern”
in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

The Company monitors capital by monitoring the gearing ratio. This ratio is calculated as net debt divided by total
capital. Net debt is calculated as total borrowing (including borrowings and trade and other payables, as shown in
the balance sheet) less cash and cash equivalents. Total capital is calculates as equity, as shown in the balance sheet,
plus net debt.

3.3 Fair value estimation

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair
values.

Trade receivables and inventory value net of impairment provisions should approximate/their fair value.

A, Critical accounting estimates

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will,
by definition, rarely equal the related actual results. The estimates and the assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
outlined below:-

a) Taxation

The Company is subject to corporation tax. Significant is required in determining the provision for taxation. There are
many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of
business. The Company recognize 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 amount that initially recorded, such
difference shall have an impact on the “corporation tax” for the period in which such determination is made.

b) Provision for impairment of trade receivables

The Company establish a provision for impairment of trade receivables, in accordance with the applicable accounting
policies in that respect. The recoverable amount of trade receivables is compared with the carrying amount of
receivables, in order to determine the amount of the impairment. Such calculations require the use of estimates.

b. Cash and cash equivalents

December 31%, 2009
Iraqi Dinars (000)
Cash in hand 356
Balance at banks
Current account 59,020
Short term bank deposit 270,000
329,376

The same figure had been applied for cash flow purposes
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6. Loans granted to banks

In accordance with the term s of the “conditional” grant received for US$ 6,000,000 ( equivalent to ID 7,056,000) is
to be divided among the shareholders, subject to the efficiency of each bank ( shareholder ) and its effective
utilization of the funds, by offering small and medium size loans to its clients from within the portion received.

Balance of amounts Balance of amounts
received as of December received as of December
312009 312009
in US$ in Iraqi Dinars
Ashur International Bank for Investment 640,000 752,640,000
Bank of Baghdad 880,000 1,034,880,000
Basra Bank for Investments and Finance 530,000 623,280,000
Gulf Commercial bank 940,000 1,105,440,000
Iraqi Middle East Investment Bank 610,000 717,360,000
Mosul Bank for Investments and Finance 705,000 829,080,000
National bank of Iraq 650,000 764,400,000
North Bank for Investments and Finance 655,000 770,280,000
Sumer Bank for Investments 390,000 458,640,000
6,000,000 7,056,000,000
1. Other current assets
December 31%, 2009

Iraqi Dinars (000)

Accrued income Being interest not received from short term deposits
covering the period December 9 - December 3 1st 2009 1,237

8. Trade and other payables

December 31, 2009
Iraqi Dinars (000)
Accrued expenses Professional fees for auditing the accounts for the
period May 18 - december 31st 2009 4,680
9. Provisions for taxation
December 31, 2009

Iraqi Dinars (000)

In accordance with the prevailing statutory regulations in this respect, that
Corporation Tax is to be considered as 15% of the Profit

Pretax profit for the period May 18th - December 31st 2009 as in
accordance to Income Statement is ID (000) 55,933

Provision for taxation- 15% of ID (000) 55,933 8,390

10. Conditional grant received

The Company has received a “conditional” grant from Louis Berger Group on behalf of USAID for US$ 6,000,000 (
Grant No. 03-2009-FD801-G-8), being effective from June 1st 2009, to be distributed among the founding shareholders
of the Company as indicated in Note No.(6)

General conditions of the grant is that the Company has the right to withdraw amounts paid to any of the shareholders,
in the event that the shareholder was not consistent with the terms for which the grant was awarded.
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On the expiration date of the grant ( December 31st 2010 ) the Company has the right to convert the amount of the
“conditional Grant” into shares for the existing shareholders.

in US$ in Iraqi Dinars
6,000,000 7,056,000

11. Share capital

the following 9 private banks had subscribed in the ordinary shares of the Company, with equal portion of ID

B Annual Report 2009 =

30,000,000 each.
December 31%, 2009
in Iraqi Dinars
Ashur International Bank for Investment 30,000
Bank of Baghdad 30,000
Basra Bank for Investments and Finance 30,000
Gulf Commercial bank 30,000
Iraqi Middle East Investment Bank 30,000
Mosul Bank for Investments and Finance 30,000
National bank of Iraq 30,000
North Bank for Investments and Finance 30,000
Sumer Bank for Investments 30,000

270,000

12. Reserves

As in accordance with the prevailing statutory legislation, also as indicated in statement (B), that the “after tax profit”
is to be attributable in the following manner

December 31%, 2009
Iraqi Dinars (000)
After tax profit 47,543
To be attributable
Statutory capital reserve { 5% of ID (000) 47.543} 2,378
Retained earnings { 95%0f ID (000) 47,543} 45,165
47,543

Since the opening balance for the period is Nil, so the above balances are considered to be the balances as at year
end

13. Revenues received from loans granted

As within the rerms of the agreement, that the Company will be charging a rate of 4% as “administrative Fees” during
the period ending December 31st 2009, as indicated

Amount charged during the period

in US$ in Iraqi Dinars
Ashur International Bank for Investment 8493.33 9,988,160
Bank of Baghdad 12533.33 14,739,200
Basra Bank for Investments and Finance 7053.33 8,294,720
Gulf Commercial bank 13226.67 15,554,560
Iraqi Middle East Investment Bank 7640.00 8,984,640
Mosul Bank for Investments and Finance 9920.00 11,665,920
National bank of Iraq 9200.00 10,819,200
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North Bank for Investments and Finance 8920.00 10,489,920
Sumer Bank for Investments 5013.33 5,895,680
81999.99 96,432,000

14. Employees expenses

Amounts expended during

the period
Iraqi Dinars (000)
Staff salaries 28,800
Allowances 1,100
29,900

15. Services expenses

Amounts expended

during the period

Research and consultancy 2,000
Advertisement, printing and hospitality 6,414
Transport expenses 529
Travel and deligation expenses 3,180
Communication 532
Miscellaneous services expenses
Legal charges 3,512
Bank charges 3,205
Professional fees - Audit 4,680

24,052

16. Other income

Amounts received during
the period

in Iraqi Dinars (000)

The amount of other income represent the interest received from “Short
term Bank Deposit” 13,453
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2o Corporate Information

Advisory Committee Membership:
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Auditors:

Legal Advisor:

ICF-SME Headquarters:

ICF-SME Bank Account:

Grantors:

Contact Information:

Technical Advisor:
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ICF-SME is an Iraqi company created with financial assistance from the United States
Agency for International Development (USAID) and the American people.

Managing Director’s of nine shareholder
banks:
Chairman: Ashur International Bank
Members: Gulf Commercial Bank
Bank of Baghdad
Iraqi Middle East Bank
Sumer Commercial Bank
North bank
Mosul Bank for Inv. and Development
Basrah International Bank
National Bank of Iraq

Farqad Al-Salman

Mr. Dheaa Al-Baaj

Iraq, Baghdad, Al-Mansour District, Al-
Ameerat Street, D. 601 - St. # 26/1

Gulf Commercial Bank
Headquarters Branch Baghdad, Karradah
District, Al-Elwiyah Square

USAID-Tijara
USAID-INMA

Website: www.icfsme.com Email: info@
icfsme.com

Managing Director’s email:
smustafa@icfsme.com

Financial Manager’s email:

wsagman(@icfsme.com

USAID-Tijara
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