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Loans # $000's #

2,573 136 1911 25 226

4,443 31 534 180 2287 75 1018

5,690 19 211 20 148 401 5,297

4,858 352 4387 -

35 341 29 274

1,403 $17,905

104 1552 59 84 1295

8 - - - - - 402 - -

3282 49936 274 4303 780 12,035 144 2197 256 3,736 1280 18,068 2176 280 3614

90 1946 = = 31 1243 = = = = 704 - =

3,484 $53.836

413

3,266

11 345

60 1243

187 $5,266

5543 $87,128 274 4303 948 14,862 161 2449 840 11253 1572 23501 359 1683 362 8228 840 11,225
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IRAQI COMPANY FOR FINANCING SMEs, LTD.

ICF-SME Loan Distribution by Bank Branch at 31- Dec - 2018 in ($ 000)

Baghdad Gulf Mosul National Sumer TOTALS

Governorates S # # 5 # S # 5 # $000's # Loans

NORTH

Dohuk 226 25 1911 136 2573

Erbil 1,018 2287 180 534 31 4,443

Suleymaniya 5297 148 20 211 19 5,690

Ninewah - 4387 352 4,858

Kirkuk 274 29 341 35

$17,905 1,403

NORTH CENTRAL

Salah Ad Din 17 1552

= = = = = = = = = = = = - 402 8

Diyala

Baghdad 69 3144 105 18068 1280 3,736 256 2197 144 12035 780 4303 274 49936 3,282

= = = = 1243 31 = = 1946 90

Al Anbar =

$53,836 3,484

SOUTH CENTRAL

Najaf 57

Diwaniyah 13

Babel 22

Kerbala 10

Wassit 33

Muthanna

Dhi Qar

Mesan 345 11

Basrah 1243 60

$5266 187

14,862 948 4303 274 $87128 5543

11,225 840 8,228 362 9,625 359 23501 1572 11,253 840 2449 161
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Trade services
45,159,487 24,812,543
52% 29%

Agricultural
4,311,618
5%

Construction Tourism
1,871,218 Industrial Health 915279
8,098,042 19
2% i 1,959,612 1%
: 2%
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Loan Delinquency as of Dec 12-2018
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Levels of Delinquency in provinces.

The map shows the rate of the levels characterized by each province in the

default payment of loans granted by shareholders banks in the Iragi Company

for financing small and medium enterprises can be clarified as follows:

1. Mosul Province 30%.
2. Maysan Province 12%.
3. Karbala 8%

4.Duhok Province 8%.
5. Arbil 5%

6.Baghdad Province 5%.

7. Sulaymaniyah - Salah al-Din - Al-Anbar — Basra Provinces 4%.

8. Dhi Qar Province 3%.

9. Wasit - Babel - Najaf Al Ashraf Provinces 2%.
10. Muthanna — Kirkuk Provinces 1%.

11. Al Qadisiya zero%.

The reason for this large disparity in the ability to pay is the exposure of a number

of provinces to military operations and displacement and the destruction of

the wheel of the economy, and we note that some areas are characterized by

a low rate of default and the reason is the lack of loans granted there . there

are provinces like Baghdad and Erbil note a large proportion of the stumbling

www.icfsme.com

because of the large number of loans granted.

IRAQ COMPANY FOR FINANCING SMEs, LTD
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Mechanism of the Program and the Data Flow

* ICF-SMEs under agreements receives allocate funds by donors, which sets the
goal of the grant allocated money for the company. After thatis the distribution
of these funds in the form of capital allocations to private banks for contributing
to the establishment of the company.

* Banks gives grant loans to the small and medium enterprises to be invested
in the development or expansion of incorporation or in accordance with the
lending mechanisms agreed upon in advance.

= Banks enter the data of borrowers who are entrepreneurs and analyzed, then
prepare credit reports and credit entered into the database in the CPU for
(Nogood program), which in turn function of credit data analysis and facilitate
customer data exchange process between banks contribute.

* The detailed loan data automatically are sent to the company where the

extraction of the total monthly results, quarterly and annual operation and

thus be ready for inspection by the donor sectoral stakeholders.

Grant of Funds Review of loan
Reports
Hand out of Analysis of data Compilation of
allocations input credit rating report
——
Disbursement of I
funds
Analysis of credit Client Information
report Exchange

- Make
g investments
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The role of donors in development.

Grants for sustainable development are among the mostimportant programs pursued
by the international agencies of the United Nations and the United States Agency
for International Development (USAID) as part of raising living standards, achieving
employment opportunities and providing favorable conditions for economic and social
progress and development, believing that eradicating poverty and improving the
welfare of individuals Society is the cornerstone of creating conditions conducive to
global peace and prosperity.

Donors have not only been interested in the private sector but have also played an
important role in providing support and programs that work with the Government,
its ministries and non-governmental organizations interested in the development
process, such as nutrition and relief programs, health awareness programs, pest control,
health insurance, housing rehabilitation projects and sound environmental practices,
International trade, the promotion of global tradable industries, the development
of the banking system and the modernization of financing, lending and exchange
methods. These organizations are increasingly studying the intractable problems for
countries that are suffering from instability and consolidates its efforts in assembling
aspects of organizational and technical expertise and address those problems and
overcome them.

IRAQ COMPANY FOR FINANCING SMEs, LTD
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The Importance of SMEs at the Community level

The importance of SMEs at the community level is highlighted by its role in:

1

2.
3.

Low capital investments are required for all possible employment opportunities.
Itis a stimulating for economic growth.

These enterprises increase the participation of women inincome-generating
activities.

These facilities provide opportunities to form human bases with expertise
and skills that can contribute to the development of the industrial sector.
Because of its small size, it can penetrate villages and rural areas and reduce
population migration to large cities. This is a means of encouraging and
supporting agricultural production.

Itis ameans of investing in raw materials and leads to the development and
protection of traditional industries and a source to supply large industries
with many of their needs.

commensurate with the requirements of the domestic market, especially
in developing countries, which suffer from the small size of the market and
low purchasing power of citizens.

Contribute to the alleviation of social epidemics and the spread of crime
due to unemployment.

31
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The importance of SMEs at the individual level (the owner)

1.

2.

www.icfsme.com

Satisfying the need of the individual entrepreneur to prove himself as an independent
person if he gets his own entity.

provide the owner of the small and medium-sized project the opportunity to achieve
his mission and his own purpose of working life.

to ensure access to self-income for himself and his family if the projectis run in
a scientific way.a

The successful entrepreneur feels that a person was able to achieve for himself
and the community unless the others achieve.

The small and medium project is the way of freedom and creativity in the individuals
in the lives of the process.

Small and medium-sized enterprises encourage young people and facilitate self-
employment. This saves them the time they may spend waiting for employment
in the public and private sectors and prevents young people from wasting their
human capacities.

Small and medium enterprises give an opportunity for the owner to employ his
abilities and scientific and practical skills to serve his project as a hobby he loves
before being a job.

IRAQ COMPANY FOR FINANCING SMEs, LTD
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Difficulties associated with bank loans.

Incompatibility of information with respect to the project and the borrower.
Difficult to follow up loans granted.

The moral hazard of the borrower.

The cost of monitoring and follow-up by the bank.

Lack of material guarantees.

As aresult, Iragi banks are forced to reduce credit as a wrong default decision
affects 10 potential borrowers.
The loan also causes a loss of profits of approximately 34 loans.

How can the bank overcome these difficulties?

Participation in equity shares.

Guarantees.

Reliance on reputation and reputation.

getting information:

= Direct information is expensive and unrealistic.

= Exchange information with other lenders including credit behavior, loan
amount, social information and other history.

IRAQ COMPANY FOR FINANCING SMEs, LTD. www.icfsme.com



Credit risk management and the importance of banking information

Credit risk can be divided into:

General Risks:

Risks related to the political circumstances of the State.

Risks related to legal circumstances.

Risks that are affected by the conditions of government economic policies

and can be limited thus:

= Macroeconomic conditions (including national income indicators,
economic cycles that represent recovery and stagnation) - Exchange
rate volatility - Fees and encouragement of imports - Foreign trade -
Monetary policies and inflation treatment - Financial policies (supply
and demand)

Special Risks:

Management risk.

Market risk including:

= The degree of competition includes (type of service - share of the bank
or financial institution in the market - growth of the service market)

= Trading Market.

= Sector risk to borrowers.

Financial risks.

www.icfsme.com IRAQ COMPANY FOR FINANCING SMEs, LTD
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The Company’s Work Scenario

IRAQ COMPANY FOR FINANCING SMEs, LTD.

The Iragi Company for Financing of Small and Medium Enterprises is an intermediate
financial institution that manages and forward the funds obtained from the sponsors,
whether international or governmental organizations, to the network of participating
banks operating on the lending program. These funds are in the form of long-
term liabilities. These capitalizations are capitalized gradually according to the
plan Specified by the donor. The company prepares reports, lists and statements
showing the movement of funds, financial status and statistical data to be reviewed
by donors and sectoral entities later. There are many organizational procedures
should be following for program succeed.

Banks opens a special account for those allocations for granting loans from this
account or allocation.

The Company prepares a program for lending according to the objectives set for
this financing and how to use it by identifying the borrowers, economic sectors, the
size of the loan and the interest rate in addition to the signing of the agreements,
and the manner of preparing the reports.

The participating bank carries out the lending process to finance the specific projects,
prepare the feasibility study, the credit controls, and ensure the borrower’s payment
of its obligations. The bank may, as it sees fit, apply for the loan guarantee from
the Iraqi Bank Guarantee Company before the date of disbursement of the loan
or search for alternative guarantee mechanisms.

The bank s obliged to send monthly reports to the company showing the balances
of loans granted and repayments and the remaining cash lent, bank co fund, and
the relevant technical data.

The company invites the credit officers of the participating banks to attend lectures
by the company’s staff to explain how to prepare reports and international credit
standards for the company’s program.

ICF - SME Design Program

Program Sponsor $ - Bank Co-Funding $ Participating Bank
Provides funding for - Loan Size, Pricing - Revolving Loan Fund
<_ 4—

SME Loans

- Borrower Targets

- Conforming Loans
- Signed Agreement

Complete - Reports Prorocol Reports to

ICF-SME

Reports to

Sponsor

Formal Sector SME Borrowers

- 2-29 Employees
-$5,000 to $250,000

SME:s repay ID to Bank
Revolving Loan Account
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Major events and participations during 2018

* Holding meetings of the Advisory Committee and the General Assembly of the
shareholders of the company.

= Attend a Scientific Seminar for Financial Inclusion in Naorouz University/Duhok
under the care of The Iragi Central Bank and the IPBL Iraqi Private Banks League
on April /2018.

= Attend a Book Fair which took place on Baghdad International Fair Land and
Organized a Youth Seminar explaining the value and role of the SMEs on May
/2018.

= Participation in the Third International Conference of Islamic Banking which took
place in Turkey / Istanbul with participating of a big financing institution and a lot
of Banks on May / 2018.

* Holding meetings with UN. Development Delegation in the Company Headquarter
on August /2018 for the purpose future cooperation.

* Participatedinthefirstinternational Conference of Faculty of Mass Communication
/ Al Nahreen University (communication Production) on October / 2018.

* Product and financing a Movie by support and sponsorship with International
Al- Handal' Group & Baghdad City Company for Faculty of Mass supporting the
Women in Iraq against the Violence & Arbitrariness on December 2018.

* Participated in the banking conference held in Washington, DC, in October.

= Participation in the opening of the squares of the Baghdad projectin the presence
of Governor of Baghdad and many prominent figures in August 2018.

* Participate in the attendance of the graduation ceremony (Ahmed Al-Attar), the
first musician to complete the study of music and playing the Oud professionally
for two years at the House of Oud by musician Naseer Shamma in the Hall of AL-

Mahata in August 2018.
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A Grant for Iragi Vulnerable Groups Support Program in Iraq

The company began managing the grant at the end of 2011, which amounted
to approximately (9,000,000) million dollars allocated to fund projects that
offer their owners to displacement due to sectarian violence at the local level

and deprived of low-income people who have an ability to work, creativity
and run their own businesses and rehabilitated so that they can live in dignity
and to secure honorable life for their families. The grant was given to each of
the (Ashur international Bank for investment, Mosul Bank for development
and investment, Sumer Commercial Bank, the Iragi Middle east investment
Bank, and the North Bank for finance and Investment) the interest rate was
determined by 8%. The total number of loans granted to this program until
31/12/2018 was 2908 loans with a total value of 33,341,212 million dollars.

IRAQ COMPANY FOR FINANCING SMEs, LTD.
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Grants and the programs that run them

The Iragi company manages to finance small and medium enterprises at present
three different programs through a network of banks contributing, as follows:

Tijara's Grant for Provincial Economic Growth Program.

The company received in the second half of 2009, the amount of (6,000,000)
million dollars for granting loans in the whole of Iraq, where specialize in six key
economic sectors (trade, industry, agriculture, health, tourism, and services) to
be an interest rate that met by the bank on this type of loan by a maximum of
10% and the bank can guarantee those loans by the Iraqi Company for Bank
guarantees that ensure 75% of the loan for a commission of 2%. The total
number of loans granted at the end of 2018 (2427) loan worth (49,241,399)
million US dollars.

INMA's Grant to fund projects for agricultural and services industries

The company began managing the grant, amounting to (1,000,000) million
dollars received in 2010 from the INMA's project of Agricultural Development
in Iraq and distributed to the four banks which are (Ashur International Bank for
Investment, Bank of Baghdad, the Iraqgi Middle East Bank for investment, and
the North Bank for Finance and Investment) and at the same interest rates on

the first grant. The total number of loans (208) loan worth (4,545,288) million
dollars.
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Reviewing the main results.

The total consolidated loan portfolio as at 31/12/2018 was ($87.127) million,
an increase of 3.2% over last year. The total number of loans amounted to
(5543) loan, an increase of about (9.8%) from 2017. The volume of co fund by
the shareholders banks amounted to the end of 2018 (19252) million dollars,
an increase of (3.3%) from last year. We note that the results showed a slight
increase compared to previous years due to the poor general conditions of
the country and the absence of new sources of funding. The company was
expected to receive financing opportunities from government or international
institutions for use in the company’s community banking programs.

Size of . Size of Number of
P Size of Loans .
participation funding Loans

$18.906 M $84.4M $16.95M 5048 2017

$19.525M $87.2M $16.95M 5543 2018

No Change 9.8% % Of Increase

S Millions

RECYCLED GRANT FUNDS
(59% or $51 M)

ORIGINAL GRANT FUNDS
(19% or S17 M)
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Managing Director’s Report

Sulaf Shaker Hussin

Honorable Members of the General Assembly. Greetings,

_

On the issuance of the Tenth Annual Report of the Iragi Company for
Financing Small and Medium Enterprises, | would like to thank the
shareholders of the company from private banks, especially the heads
and members of their boards of directors and their authorized directors
and departments of credit and all those who work in support of the
program of the company, and to those who had a good impact on the
success and continuity of our work. We, as one team, are sincerely
trying to maintain the success of our mission and performance to
achieve the bestresults, to create new opportunities for entrepreneurs
through adequate funding and then to find employment through these
projects to reduce dependence and pressure on the government sectors
and thus achieve economic growth through greater employment
and exploitation of the untapped energies and expertise of different
segments of society.

7

We beileve that society needs a fair and equitable financial
system Asystem that rewards the effort and contributes to

the Development of society
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Advisory Committee Chairman'’s Speech.

Wadih Nuri Al-Handal

Ladies and Gentlemen, Members of the General Assembly,

Greetings,

_

Our Own circumstances have never affected on our thinking and strategic
when we decided to enter the world of economy represented by banking
system and its institutions, we have realized the seriousness and importance
of the role played by the bank in the process of economic development,
and there is no doubt that achieving ever increasing economic growth rates
requires removing obstacles which are facing the development . the most
important of those obstacles is Lack of Funding Sources for financing small
& medium enterprises, private investment projects, economic and social
economic plans. In the absence of a real capital market, banks are the most
\\ important financial institutions to finance economic activities. There have
been many options and trends about the performance and effectiveness of
the banking system, but its stability & ability to achieve a balance between
saving & investment is achieved by achieving its objectives, which include
profitability and face risks of investment & ensure the solvency of capital.
The shocking reality we read is that most of the deposits in banks are
government deposits, which indicates the weakness of the private sector’s
confidence in private banks as a means of accumulating savings in order to
reinvest them. International reports indicate that there is a wide variation
in income distribution as 35% of the Iraqi people are below the poverty line
because of the violence, displacement and economic political instability.
Therefore, brothers and colleagues, we face great challenges in attracting
capital and how to invest it to rebuild the country and achieve real development
for our people who lost much of their energies and capabilities to achieve a
decent life.
Finally, | would like to thank you very much and wish you all success and
reconciliation.

In the end, | would like to thank to everyone, and | wish you all

the success and best.
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Our vision

To promote the economic reality of the private sector and improve
the lives of individuals by financing their projects and developing
capacities and investing in effective projects that raise the standard
of living of the family and increase the general national product.

IRAQI COMPANY FOR FINANCING SMEs, LTD.

Shareholders Banks

The philosoph of “partnership” aims to reward the effort and contribute
to the development of society Build strong relationships with our
customers and emphasize work and trust with stakeholders

. ,J[
14 i
)
el alebll Y, A ¢
bankof Iraq J%m»w

Bank of Baghdad Gulf Commercial Bank National Bank of Iraq Mosul Bank

W

North Bank Sumer Commercial Bank  Ashur International Bank Iragi Middle East Inv
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Mission of the company

Our mainrole is to accomplishment the sustainable development, expand
and diversify economic activity by reducing the level of poverty and
unemployment through financial support and financing of small and
medium enterprises carried out by banks, which are of actual benefit to
the individuals and society and thus we have contributed to providing the
means of stability of alarge segment of society, attracting new donors to
continue this approach and open investment horizons by looking for new
products in all sectors of life.

43 | IRAQ COMPANY FOR FINANCING SMEs, LTD.



Table of Contents



N

7
__

Partners in Achievement
IRAQ COMPANY FOR FINANCING SMEs, LTD.

Registered in Irag by Ministry of Trade- Company
Registrar- Certificate No. 000072015-02 MH
karada (masbah crossroads \ hay babil,, locality /929,
Street/ 4, Building/27)

info@icfsme.com www.icfsme.com



5 sanall Aa siall 55 jaall o jliiall Jy sl 8 jall A8 20

1|C|FJSIMIE

IRAQI COMPANY FOR FINANCING SMEs, LTD.

ANNUAL
REPORT 2018

IRAQ COMPANY FOR
FINANCING SMEs,
LTD.

201

www.icfsme.com
info@icfsme.com




