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IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED
ENTERPRISES LIMTID - BAGHDAD

Tax settlement statement Year ended 31% December 2020

No. Details | Amount/IQD
Current surplus activity - according to the attached statement (b):
1 Calculating income tax:
Taxable income 413,942,000
Income tax 15% (62,091,300)
2 Calculation of statutory reserve:
Taxable income 413,942,000
Take down: Income tax 15% (62,091,300)
Excess activity running after tax deduction 351,850,700
Legal reserve 5% 17,592,535
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IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED
ENTERPRISES LIMTID — BAGHDAD

Taxes and fees statement Year ended 31% December 2020

Statement no. ( 12)

Account Account name Curli(allt)year Previ(glls) year
3831 Donations to others -—— 3,000,000
384 Taxes and fees 53,784,000 46,275,000
Total 53,784,000 49,275,000

Other expenses statement Year ended 31 December 2020

Statement no. ( 13)

Current year Previous year
Account Account name 10D 1QD
392 Incidental Expenses 500,000 -—--
Total 500,000 —

Revenue statement Year ended 31° December 2020

Statement no. ( 14)

Current year Previous year

QD QD
437 Revenue of various services 55 9 00 298,183,000
/ administrative fees

Account Account name

461 Credl‘t interest on the 690,172,000 804,422,000
nvestment

Total 1,041,262,000 1,102,605,000
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IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED
ENTERPRISES LIMTID - BAGHDAD
Intermediate Services statement Year ended 31° December 2020
Statement no. (11)
Current year Previous year
Account Account name QD 1QD
33113 Garden maintenance 650,000 589,000
3312 Building Maintenance 1,707,000 9,431,000
3314 Maintenance of transportation and 2,609,000 2,976,000
transmission
3316 Maintenance of furmture and 325,000 889.000
office equipment
3331 Advertising 1,697,000 18,671,000
3332 Published and reprinted 500,000 4,255,000
3333 hospitality 4,547,000 5,224,000
3334 opposed -—-- 5,265,000
3341 Transfer of employees 4,885,000 3,647,000
3343 Travel and dispatch 1,981,000 6,589,000
3344 General communications 4,709,000 6,888,000
3352 Premises rental 49,480,000 38,560,000
33611 Subscrlptlops and affiliations / 6,000,000 5,000,000
internal
3363 Rewards fgr non-employees for 9,062,000 8,170,000
services performed
3365 legal services 125,375,000 104,300,000
3366 Banking services 18,151,000 66,000
1/3367 Training and rehabilitation 2.200.000 2,000,000
2 /3367 .Tramlng and Rehablhtatil(.)n '/ 13.000.000 L
Ninewa Empowerment Initiative
3/3367 . '.Ffal.nlng and rehabilitation / 410,000 L
initiative to empower Samawah
1/33682 Accounts audit fees 9,180,000 7,500,000
Fees for auditing accounts /
2 /33682 Central Bank 8,950,000 -—--
3369 Other service expenses - 520,000
Total 269,218,000 230,540,000
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IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED

Account

322
3251
3252
3253
3271
3272

ENTERPRISES LIMTID — BAGHDAD

Intermediate goods statement Year ended 31% December 2020

Statement no. ( 10)

Account name

Fuels and oils
Supplies and gear
Stationery
Educational books
Water
Electricity
Total

Current year

Previous year

IQD IQD
1,404,000 1,993,000
5,410,000 1,476,000
1,307,000 3,071,000

175,000

271,000
9,900,000 5,856,000
18,021,000 12,842,000
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IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED

ENTERPRISES LIMTID — BAGHDAD

Creditors statement Year ended 31% December 2020

Statement no. ( 8)

Current year

Previous year

Account Account name 10D 1QD
266 Miscellaneous credit accounts:

1726612  Creditors/Tamkeen initiative / 870,500,000 870,500,000

Nineveh
2 /26612 Creditors / Tamkeen initiative / 490,000,000 490,000,000
Samawah
3/26612 Creditors / Tamkeen initiative / Sinjar 250,000,000 —
426612 Creditors / Empowerment Initiative / 1,000,000,000 L
Drama
2663 Deserved payments 9,180,000 7,500,000
2667 Social Security Corporation —- 775,000
Total 2,619,680,000 1,368,775,000
Salaries & wages statement Year ended 31 December 2020
Statement no. (9)
Current year Previous year

Account Account name QD 1QD
3111 Salaries 237,004,000 220,086,000
3114 Family allowance 700,000 21,125,000
3116 Additional business wages 1,937,000 3,740,000
3118 Bonus 19,100,000 —
3121 Wages 150,000 15,000
3129 Other benefits / end of service benefits 12,906,000 —-
3151 Social security 7,281,000 5,867,000

Total 279,078,000 250,833,000
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IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED
ENTERPRISES LIMTID — BAGHDAD

Capital disclosure as of 31° December 2020
Statement no. (6)

Bank name shares % Curliegllt)year
Ashur International Bank for Investment % 20 3,288,708,500
Bank of Baghdad % 14,8 2,431,100,000
Gulf Commercial Bank % 13.4 2,201,136,000
Middle East Ethnic Bank for Investment % 11,6 1,914,867,500
Mosul Bank for Development and Investment % 10,9 1,795,976,000
The National Bank of Iraq %9.,9 1,630,814,500
North Bank for Finance and Investment % 11.3 1,856,652,000
Sumer Commercial Bank % 8.2 1,344,745,500
Total % 100 16,464,000,000
Allocations statement Year ended 31°* December 2020
Statement no. (7)
Account Account name Balance as in Addition Deletion during Balance as in
1/1/2020 - IQD during the year the year 31/12/2020 - IQD
Long-term
allocations:
235 Conditional grant  10,740,000,000 ---- - 10,740,000,000
Short-term
allocations:
236 Tax allocations 82,767,000 62,091,300 (82,767,000) 62,091,300
Total allocations 10,822,767,000 62,091,300 (82,767,000) 10,802,091,300

46

www.icfsme.com Annual Report 2020 IRAQ COMPANY FOR FINANCING SMEs, LTD.



IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED

Account

181
183
1/183
2/183
3/183
4/183
5/183
6/183
7/183
8/183
9/183
10/183

ENTERPRISES LIMTID — BAGHDAD

Cash statement Year ended 31° December 2020

Statement no. (5)

Account name

Cash in hand
Cash on Banks
Central Bank of Iraq / IQD
Ashur International Bank for Investment / IQD
Ashur International Bank for Investment / USD
Sumer Commercial Bank / IQD
International Development Bank / 1QD
International Development Bank / USD
Al-Ahli Bank of Iraq / IQD
Mosul Bank / IQD
Gulf Bank / IQD
Al-Mansour Bank / IQD
Total

Current year

Previous year

IQD IQD
5,298,000 9,455,000
172,385,565 3,227,241,000
1,000
447,000 13,102,000
110,376,000
21,818,000 192,992,000
299,000
39,344,565
95,000
6,000 40,000
113,000
3,020,993,000
177,683,565 3,236,696,000

* The cash balances were evaluated according to the instructions issued by the Central
Bank of Iraq, No. 6/1/2440 on 12/20/2020, by adopting the exchange rate of 1470
dinars per US dollar.
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Debtor's statement Year ended 31% December 2020
Statement no. (4)

Current year Previous year
Account Account name 10D QD
165 Owed non-current activity 245,387,000 694,887,000
1662 Earnings receivable/North Bank 45,531,000 —-
1671 Ancestor for activity purposes —- 13,000,000
1672 Associate ancestor 25,737,000 15,550,000
/1681 Debtors/TamkelggnIl\(hneveh/Assyrla 435.250,000 435.250,000
/1681 Debtors/Tamkeer}SI:;?(eveh/Mlddle East 435.250,000 435.250,000
1682 Debtors/Empowerment of 490,000,000 490,000,000

Samawa/Assyria Bank
1/1683  Debtors/Tamkeen Sinjar/Assyria Bank 125,000,000

Debtors/Tamkeen Sinjar/Middle East
Bank
1684 Owe/enable drama 995,000,000

2/1683 125,000,000 -—--

Total 2,922,155,000 2,083,937,000
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Account
152
1/152

2/152

3/152

4/152

5/152

6/152

7/152

8/152

9/152

ENTERPRISES LIMTID — BAGHDAD

Investments statement Year ended 31% December 2020

Statement no. (3)

Account name

Short-term investments:

Fixed deposit with Sumer
Bank
Fixed deposit with Ashur
Bank / dollar
Fixed deposit with Al-Ahli
Bank / dollar
Fixed deposit with the
development bank / dollar
Fixed deposit with the
Development Bank / IQD
Saving account / Al Ahli Bank
/ Dollar
Saving Account / Sumer Bank
1/1QD
Saving Account / Sumer Bank
2/1QD
Savings Account /
Development Bank / IQD
Total

Current year
1QD

Previous year
1QD

1,473,094,350
7,680,750,000

3,935,190,000

5,880,000,000

1,242,611,000

417,951,000
3,127,546,650
144,654,000 2,601,898,000
176,000 3,965,000
7,433,000
16,786,795,000 9,728,474,000

* The cash balances were evaluated according to the instructions issued by the Central
Bank of Iraq, No. 6/1/2440 on 12/20/2020, by adopting the exchange rate of 1470
dinars per US dollar.
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Account

1414

1/1414

2/1414

3/1414

4/1414

5/1414

6/1414

7/ 1414

ENTERPRISES LIMTID — BAGHDAD

Granted loans statement Year ended 31 December 2020

Statement no. (2)

Account name

Loans granted to the private

Current year
1QD

Previous year
1QD

sector:
Ashur International Bank for
Investment

Gulf Commercial Bank

The Iraqi Middle East Bank for
Investment
Mosul Bank for Development
and Investment

Al-Ahli Bank of Iraq

North Bank for Finance and
Investment

Sumer Commercial Bank

Total

3,362,571,000
983,629,000
3,496,931,000
3,399,746,000
163,082,000
3,363,746,000

818,452,000

3,362,571,000
983,628,000
4,169,657,000
3,399,746,000
231,926,000
3,363,746,000

818,453,000

15,588,157,000

16,329,727,000
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IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED
ENTERPRISES LIMTID — BAGHDAD

Notes to the financial statements

» Financial Risk Management (continued)
Fair value estimation
The carrying value less impairment provision of trade receivable and payables are
assumed to approximate their fair values.
Trade receivables and inventory value net of impairment provisions should
approximate/their fair value.

» 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 — income tax

The amount of income tax provision can be determine through the identification of
unacceptable expenses for tax purposes, as well as a tax—free income, which requires
preparation of comprehensive study on the subject with respect to expectations for any
additional amounts related to tax provision.

b — Provision for doubtful debts

The company dedicated to provision for doubtful debts, in accordance with the
company's accounting policy, where recoverable value of trade receivables is compared
with book value of these receivables, for the purpose of determining of these
receivables, that such use requires making estimates.
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Notes to the financial statements

b — Credit risk

Credit risk arises from cash and cash equivalents and deposits with banks and financial
institutions, as well as -credit 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.

Capital risk management

The Company's objectives when managing capital are to safe guard 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 is debt divided by total capital. Net debt is calculated as total borrowing
(including borrowing 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.
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Notes to the financial statements

Financial assets

Financial assets of the company can be classified as:

Financial assets designated at fair value through "Income Statement."
Loans and debtor accounts.

Financial assets available for sale.

Share capital

In accordance with Iraqi Companies Law, capital had been classified into common
stock, the value per share "one Iraqi dinar" and no more, and that capital plus

reserves represent the owner's equity.

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 represents, as the first period for the
activities of the company, that is why no comparative figures are included in the
financial statements.

» Financial Risk Management

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
change in market rates. The Company has no significant interest bearing assets or
liabilities.
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Notes to the financial statements

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

Credit and credit banks

Credit and credit banks are recognized initially at the fair value less transaction costs.
Credit and credit banks are subsequently stated at amortized cost. Interest expense is
recognized on the basis of the effective interest method and is included in finance costs.
Credit and credit banks 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
reporting date.

Provisions

Provisions for restructuring costs and legal claims are recognized when: the company
has a present legal or constructive obligation as a result of past events; it is probable
that a transfer of economic benefits will be required to settle the obligation; and the
amount can be reliably estimated.

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, when the collection of debtor
accounts related to the sale process within the reasonable.

Dividend distribution

Dividend 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.
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ENTERPRISES LIMTID — BAGHDAD

Notes to the financial statements

Impairment of non — financial assets value

Assets that are subject to amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.
Asset impairment is determined by the amount of book value'. less than recoverable
asset value. "The recoverable value represents the fai of the asset less selling costs" and
value in use whichever is higher.

For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash generating units non— financial
assets other than goodwill that suffered impairment are reviewed for possible reversal
of the impairment at each reporting date.

Trade receivables

Trade receivables are recognized initially at the fair value. They are subsequently
measured at amortized cost using the effective interest method, less provision for -
impairment. A provision for impairment of trade receivables is established when there
is objective evidence that the company will not be able to collect all amounts due
according to the original terms of the receivables. Significant financial difficulties of
the counterparty, probability that the counterparty will enter

bankruptcy or financial reorganization, and default in payments are considered
indicators that the amount to be received is impaired. Therefore, the value of the A
provision for impairment represents the difference between the values listed and
recoverable value, which is the financial value of stalled cash flows discounted at
market interest rates. This impairment of trade receivables are recognized as expenses
in "Income Statement", as well as the bad debts of trade receivables uncollectible should
be less from the "provision of doubtful debts", in case of the collectability of those
previously executed trade receivables that reduced expenses in the "Income Statement".

Cash and cash equivalents

Cash and cash equivalents include cash in hand, demand deposits, other short— term
highly liquid investments with original maturities of three months or less, and bank
overdrafts.

Bank overdrafts are shown within current liabilities in the balance sheet.
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Notes to the financial statements

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 (IQD),
which is the Company’s functional, and presentation currency.

(b) — Transactions and balance

Foreign currency transactions are translated into functional currency using the exchange
rates prevailing at the date of the transactions. Foreign exchange gain and losses
resulting from the settlement of such transactions and from the transaction 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.

Property, plant, and equipment

All property, plant. and equipment are stated at historical cost less depreciation.
Historical cost includes expenditure that is directly attributable to the acquisition of
those items.

Subsequent costs are included in the asset's carrying amount or are recognized as a
separate asset, as appropriate. The cost of the basic developments is added to the value
of these assets, when it is probable that future economic benefits will result in
accordance with the standards of original performance of those assets. All other repairs
and maintenance are charged to other operating expenses during the financial period in
which they are incurred.

Gains or losses on disposals of property, plant, and equipment are determined by
comparing proceeds with the carrying amount. These are included in other operating
expenses in the income statement.
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Notes to the financial statements

» General information

IRAQI 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 IQD 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 enterprise in Iraq.

The company is domiciled in Iraq, and has not been a member of another Company,
throughout the year ended 31 December 2020.

» 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 year ended
31 December 2020.

Basis of preparation

The financial statements of the Iraqi Company for Financing Small and Medium Sized
Enterprises Limited have been prepared in accordance with International Reporting
standards (IFRS). 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 complexity, or areas where assumptions and estimates are significant to the
financial statements, are disclosed in Note.(4)
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Statement of cash flows for the fiscal vear ending 31° December 2020

The details IQD
First: Cash flows from operating activities:
Net profit before tax 413,942,000
Added: Amortization & depreciation 6,719,000
420,661,000
Add (subtract):
Change in loans granted 741,570,000
Change in debtors (838,218,000)

Change in reserves
(The Change in the exchange rates)
Change in creditors 1,250,905,000

Net cash flow from operating activities 4,085,933,565

2,511,015,565

Second: Cash flows from investing

activities:
Purchase of fixed assets (3,858,000)
A change in investments (7,058,321,000)
Net cash flow from investing activities (7,062,179,000)

Third: Cash flows from financing activities:

Income tax paid for the year 2019 (82,767,000)
Net cash flow from financing activities (82,767,000)
Net cash flow during the year (3,059,012,435)
The cash balance is as of January 1, 2020 3,236,696,000
The cash balance as of December 31, 2020 177,683,565

33

Annual Report 2020 IRAQ COMPANY FOR FINANCING SMEs, LTD. www.icfsme.com



IRAQI COMPANY FOR FINANCING SMALL AND MEDIUM SIZED ENTERPRISES LIMTID - BAGHDAD

Statement of changes in equity (shareholders' equity) as of 315 December 2020

Account name Nominal and The change in the Legal Accumulated Total equity
paid-up capital exchange rate reserve surplus Total reserves Shareholders' )
Account 211 2221 223 224 (equity
Movement during
the year QD IQD IQD IQD QD 1QD
w_wwwmmms 16,464,000,000 253,450,000 2.486,456,000 2,739,906,000 19,203,906,000
>&wa@w§m 2.511,015,565 17,592,535 334,258,165 2.862,866,265 2.862,866,265
Adjustments -—-- -—-- -—-- 1 1 1
Balance on 16,464,000,000 2.511,015,565 271,042,535 2.820,714,166 5.602,772,266 22,066,772.266

31/12/2020
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Current operations statement Year ended 31 December 2020

Statement Account

14

14

10
11

12

12
13

41-45
437

461

31
32
33
37
384

38
39

Account name

Current revenue

Income of various services /
administrative fees
Credit interest on the
investment

Total revenue
Salaries and wages
Intermediate goods

Intermediate Services
Amortization & depreciation
Taxes and fees
Total expenses

Current operations surplus

Second : transformational
expenses and Other
transformational expenses
except / 384

Expenses other

Total : transformational
expenses and Other

Net profit before tax
Income Tax 15%
Net profit after tax
Distributed as follow:

Legal reserve
Accumulated surplus

Current year

Previous year

IQD IQD
351,090,000 298,183,000
690,172,000 804,422,000

1,041,262,000 1,102,605,000
279,078,000 250,833,000
18,021,000 12,842,000
269,218,000 230,540,000
6,719,000 7,332,000
53,784,000 46,275,000
(626,820,000) (547,822,000)
414,442,000 554,783,000
3,000,000
500,000
500,000 3,000,000
413,942,000 551,783,000
(62,091,300) (82,767,000)
351,850,700 469,016,000
17,592,535
334,258,165

351,850,700
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Balance sheet for the vear ended 31° December 2020

Statement Account
1
1 11
2 14
3 15
4 16
5 18
2
6 211
22
7 235
236
26
Accountant

Hanan Hamed Hassan
29067

Subject to our report No. 30 of 3;‘/ 3 k2R

30

Account name

Assets
Fixed assets

Total of fixed assets
loans granted

Financial investments

Debtors
Cash
Total current assets

Total assets

Fund resources
Capital
Reserves
Total equity

Long-term allocations

Total of long-term
fund resources

Short-term allocations

Creditors

Total of short-term
fund resources

Total fund resources

Authorized manager

Haitham Talal Khaldoun
%_;;;;.Ji&h..,mu 5 il o JLial) L gadd 4380 ol Ay

Current year

Previous year

IQD IQD
13,753,001 16,614,000
13,753,001 16,614,000

15,588,157,000 | | 16,329,727,000
16,786,795,000 | | 9,728,474,000

2,922,155,000

2,083,937,000

177,683,565 3,236,696,000
35,474,790,565  31,378,834,000
35,488,543,566 31,395,448,000
16,464,000,000 | | 16,464,000,000

5,602,772,266 2,739,906,000
22,066,772,266  19,203,906,000
10,740,000,000  10,740,000,000
32,806,772,266  29,943,906,000
62,091,300 82,767,000

2,619,680,000

1,368,775,000

2,681,771,300

1,451,542,000

35,488,543,566

31,395,448,000

L IclF/SIMIE

FINANCING Elile , Li0s

Auditors, Advisors
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Ahmed Al - Jubouri
Company and its partners
Auditors, Advisors
Al Harthiya - Al Kindi Street
Baghdad, Iraq
Mobile: +964 7901857094
acc.firm@aljuboori.net
www.aljuboori.net

In our opinion and based on our audit of the company's records and the information
and explanations given:

1- The books held by company comply with book-keeping system and

includes all company's financial operation during the year

2- The annual report reflects the company's activities during the year 2020, and don’t
conflict with the provisions of laws and legislation in force.

3- The data and final accounts have been prepared according to the accounting rules,
legislations and the companies Act no 21, and agree with data shown by the records.

Opinion

In our opinion and taking into consideration the above notes and clarifications and
based on the information and explanation given to us the financial statements and the
attached management report is consistent with the records and meet the legal
requirement and with all their contents of the performance indicator present fairly in
all material respect the financial position of the company as at 31 December 2020
and the result of its activities cash flows and change in equity for the year then ended

=i AN
L
oY
FOR-Ahmed Mahdi Aljuboori

Ahmed Aljuboori& co

Auditors, Advisors
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Ahmed Al - Jubouri

No : 30 Company and its partners
Date : 3 / 3 / 2021 Aud.itors, AdV.iSOI-'S

Al Harthiya - Al Kindi Street
Baghdad, Iraq
Mobile: +964 7901857094
acc.firm@aljuboori.net

www.aljuboori.net

Iraqi Company For Financing Small And Medium Sized
Enterprises Limited — Baghdad
Subject / Auditor Report

Dear All,

We have audited the financial statements of the Iraqi company for financing small and
medium sized enterprises LTD (ICF-SME) as at 31 December 2020, income statement,
statement of changes in equity and cash flow statement for the year then ended and
attached notes of sequence (1) to (14) and the early management report of the company
that prepared under the provision of companies act NO. (21) for year 1997 amended and
the regulation and the instruction issued thereunder .

Management's responsibility:

The management is responsible on preparing and disclosing the financial statement in a
fair way according to the international financial reporting standards (IFRS) in addition to
the responsibility of management of preparing and implementing the internal audit system
especially with regard to preparing and disclosing the financial statement in fair way and
free of material misstatement .whether due misstatement or fraud .also the responsibility
include choosing and applying accounting policies and using the appropriate accounting
estimates .

Auditor's responsibility:
Our responsibility is to express a neutral technical opinion on the financial statement

submitted to us. According to the evidences and international auditing standards. these
standards require us to plan and perform the audit to obtain reasonable assurance that the
financial statements are free of material misstatement, and the audit includes examination
on a test basis for the data and documents that supported the amounts which appear in the
financial statements of the year 2020 and disclose them as well as including an evaluation
for the accounting principles we believe that our audit provides a reasonable basis for our
expressed opinion.
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IRAQI COMPANY FOR FINANCING SMEs, LTD.

Iragi Company for Financing Small and Medium Sized Enterpises Limitsd - Baghdad

Iraqi Company For Financing Small And Medium Sized

Enterprises Limited-Baghdad
Financial Statements of year ended on
31 December 2020

Ahmde al-Jubouri
Certified Oublic Accountants
CPA'S & Consultants
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Success Stories

Furniture wrapping workshop

After he received the necessary training to practice the profession of wrapping sofas
and chairs, he applied for a loan from the ICF- SMEs through one of the company's
Shareholders banks to start his activity despite the difficult circumstances the

country is going through, in order to provide his family with a decent and peaceful
life.

Mobile fast food cart

Two brothers from one family, after being faced a force majeure and forced
displacement, one of them applied to one of the Iraqi private banks shareholders
to the Iragi Finance Company and with a personal guarantee to obtain a commercial
loan at a simple interest rate. Indeed, their project, which represents a mobile cart
selling fast food and soft drinks, began, where they sell those meals near schools and
human gatherings, and they have freedom of movement and movement easily, and
indeed their project was successful and they receive a good income that provides
their family with reassurance.
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Success Stories

Iraqi Samoan Bakery

Firas Satar is one of the borrowers who started his own project after he get a
loan from the network of banks participating in the ICF-SMEs to produce hot
Samoan, which the residents of his town buy, where the Iraqis used to eat their
daily meals and he is in the process of repaying the loan without stumbling.

Ladies barber shop

Mrs. Virgin is one of the beneficiaries of the ICF- SMEs Program, after obtaining
a certificate of experience in hairdressing and grooming for women. She applied
to one of the Shareholder’s banks in the Iragi Finance Company to obtain a loan,
and she is happy with her project because of the increase in the number of her
clients, the increase in her income, and her ability to pay her monthly debts and

dues.
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Bank

Ashur Bank

t""@ Baghdad Bank

Basra Bank

Gulf Bank

Sumer Bank

Grand Total

By Banks

Number of loans

961
362
187
365
1,691
863
161
948

293

5,831

Value of Loans

12,070,896 °
8,220,557 °
1,681,973

10,383,404 °

23,894,836 °

11,454,082 °

2,446,429 °

14,849,158 °
4,642,276 °

89,643,610 $

www.icfsme.com



53 sasall A giall 5 sl o JLtall Jy il 81 5a) A8 20

1|CIF[SIMIE|

IRAQI COMPANY FOR FINANCING SMEs, LTD.

Management Report

Loans by Province

Province

Sulaymaniyah

Al Anbar

Baghdad

Babylon

Karbala

Basra

W EVAE)

Grand Total

Number of loans

1,647
334
191
439
40
643

3,508

90

3,306

104
472
230
22
73
90
57
204
31
60
102
1"

5,831

$ Value of Loans
18,915,841 °
4,439,617 °
2,619,048 °
5,668,557 °
377,976 °
5,810,643 °
54,657,069 °
1,944,728 °
50,760,103 °
401,361°
1,550,878 °
10,256,398 °
5,254,248 °
317,721 °
1,692,177 °
2,056,870 °
935,383 °
5,814,302 °
837,585 °
1,241,951 %
3,390,378 °
344,388 °

89,643,6105
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Loans by allocation

allocation Number of loans $ Value of loans

2,923 33,507,354 °

Tamkeen Naynwa 226 860,81 4 $

Tamkeen Samawa 16 425,1 70 3

209 4,545,575 °

USAID - Tijara 2,457 50,304,697 °

Grand Total 5,831 89,643,610 $
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Loans disbursed by Month in 2020

Month

JIELLETSY

March

July

September

October

November

December

Grand Total

Number of loans

9
3
30
6
1
10

68

Value of Loans

38,265 °
9,354 °
97,293 *
25,510 °
127,551 °
39,116 °
8,503 °
11,409 °
4,252 °
7,653 °

368,906 $
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Concessionary Finance

Through a Permanent

Alternative Ways to finance SMEs.

Revolving Facility

Grant to Loan

Direct Grant

20

.

.

Source
Donors and Sponsors

!

The Special Purpose
Facility

!

Lenders

!

Enterprises

!

Holistic approach to
SME development; one
that is driven by a cost
of capital approach

Lender buy-in and
induced exposure to
new market segments

Institutional &

capacity building- for
sustainability
diversified financing for
lenders

Incentive under
parameters and pricing
guidelines acceptable
to Banks

Predictable SME
development outcomes

Source
Donors and Sponsors

!

Lenders

Enterprises

!

Grant amount
complemented with
part of lender’s own
capital

Transaction specific

Grants to the lender
for the purpose of
extending loan to the
borrower

Unpredictable long-
term impact

Source
Donors and Sponsors

Enterprises

Transaction specific
Condition of use.

Expected results
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The Information Exchange.

The new and varied forms and innovative methods of money laundering and
terrorist financing operations that the world is witnessing today, most of which
are associated with the use of modern and advanced methods of ever-renewing
technologies, and taking advantage of the gangs involved in the money laundering
process from the loopholes in some of the laws and systems on which some
countries rely, the banking sector - which is often used to pass such operations
- faces serious challenges and exposes it to local and international sanctions in
addition to many risks, the most important of which are reputational risks. The
banking and financial sector must increase verification and audit procedures in
order to reduce the risks of these suspicious financial operations that conceal
money laundering operations, by activating the role of compliance groups in their
institutions, especially the banking ones. The company has taken important steps
in order to monitor credit and classify clients who wish to obtain credit facilities, to
determine the customer's merit and ability to pay, and among the most important
of these steps is the company’s establishment of a credit system and database
(Nogood system) .It is a specialized program to follow up the loans granted on the
company's program and evaluate the lending operations electronically in line with
the implementation of the company’s policies and agreements with Shareholders
banks and assess the credit risks based on clients who have previously dealt with
them through other banks electronically by entering the name or ID humber of
the customer's civil status.

— ICF-SME

credit

software S

!

credit rating reports

!
I

Risk
Management

Data / Information

SME SME SME
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Mechanism of the Program and the Data Flow

18

ICF-SMEs under agreements receives allocate funds by donors, which sets the goal
of the grant allocated money for the company. After that is 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.

Review of loan
Reports

Grant of funds

v

Hand out of ) Analysis of data Compilation of
allocations input credit rating report
—

Credit

software

Disbursement of Analysis of
funds credit report

Make investments

software

Client Information
Exchange
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SMESs Support Strategies

Establishing a central government authority for small and medium enterprises
that provides financial and legislative support:

In the Field of Finance.

+ Establishing financing institutions to provide the necessary financing and support
for these projects, with the establishment of loan guarantee companies to enable
them to obtain financing from banking institutions, due to their inability to
provide such guarantees.

+ - Lending soft loans with low interest rates with the government bearing the
interest part, with the development of financing tools based on participation
that are suitable for these projects.

In the Field of Legislation

* Legislation a package of laws stimulating SMEs, while providing protection against
dumping for the products of these projects.

+ Tax exemption for new projects that are established outside cities for the first
five years to start the project.

+  Exempting small and medium enterprises from customs duties on raw materials
and production inputs.

+ Facilitating the stages and procedures of registration and obtaining licenses

related to sectoral entities, while providing large industrial complexes that include
electricity, water, communications, sewage and pollution control services.

Establishing financing institutions to Lending soft loans with low interest Legislation a package of laws stimulating
provide the necessary financing and rates SMEs
support for these projects

17
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Facing challenges for SMEs

The year 2020 was not without the great challenges that our company faced, and they
had a clear impact on performance and activities. These challenges can be.
divided into three types:

First - Challenges related to the compelling circumstances, which were represented
by the emergence of the Coved 19 pandemic since the beginning of the year
and the resulting complete closure of economic and community activities and
the tragedy that accompanied it that led to the loss of many people and all age
groups, and this matter has caused the collapse of all sectors Both productive
and service economic.

Second - Challenges related to governmental financial and economic policies, the
first of which was changing the exchange rate of the dollar to 1470 dinars and
the negative impact on the purchasing power of the community in addition to
making the local product unable to compete.

Challenges related to the compelling the first of which was changing the \ lo

circumstances, which were represented exchange rate of the dollar to 1470 dinars u"bntn DOI.I-ARS
by the emergence of the Coved 19 and the negative impact on the purchasing V

power of the community

Change the exchange
rate of the dollar to

1470

dinars and the negative impact on the purchasing power of society

1,210

Dinar
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of prominent banking figures of the first sponsor and the session was chaired by
Dr. Bassem welcomed to all and the attendees offered and congratulations to the
chairing of the functions of director general of the Center for Central Bank Studies,
, he thanked and appreciate those who prepared this vital meeting in the presence
of shrines with a long history in the banking sector and expressed his willingness
to cooperate with expert gentlemen in order to achieve partnership and serve
the banking sector in Iraq. The opinions and proposals and many important topics
were discussed in this session, and the extent of their impact, and here are the
most prominent opinions and proposals that were agreed upon by the attendees:

1- Activating the work of the Financial Court.
2- Activating the work of the Iraqi Bankers Association.
3- Activating the Banking Club as a meeting place for bankers

4- Preparing meetings for the first sponsor to put forward the proposals and
deliver them to the governor and periodically to determine the subject of
the meeting in advance to be prepared and prepared.

The meeting was successful, and distinguished by the experience and minds of the
present personalities who thanked and appreciated this valuable opportunity to
exchange views, ideas and information.
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Major events and participations during 2020

* Holding meetings of the Advisory Committee and the General Assembly of the share-
holders of the company.

The visit of Mr. Haitham Talal, Deputy of Managing Director, Minister of Tourism in
Kurdistan Region, Mr. Mawlawi Jabbar Wahhab, to discuss the tourism investment
opportunities that exist in Kurdistan Region and the role of banks and the company
in supporting this project.

* Holding a training course for Samawah entrepreneurs at Gihan University - Erbil

(Samawah - Tamkeen Fund).

* A workshop was held in the city of (Alqosh), Nineveh Plain, to finance pioneering
projects, in the presence of the mayor of Alqosh city, Mrs. Lara. The aim of the
workshop is to help entrepreneurs and prepare them to write and present ideas
for their own projects under the auspices of the Takamul program team supported
by the US Agency for International Development.

* Participation with industrialists in Samawah governorate by sewing and manufac-
turing medical masks to fill the shortage of medical supplies in challenge to the
Corona virus.

+ A meeting was held at the headquarters of the ICF-SMEs in the presence of a number

14
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Mothana Empowerment Program

2o

l Mothana
7

$0 $100.000 $200.000 $300.000 $400.000 $500.000 $600.000 $700.000 $800.000

395745

dollar

On the sidelines of the initiative, an amount (500 million dinars) was allocated to
finance medium industrial projects in the Al- Muthanna governorate in coordination
with the Samawah Chamber of Industry. Ten loans with an amount of (50 million
dinars) were initiated directly for individual loan.

Preparing a training program in coordination between ICF-SMEs, IPBL and
theheadquarters of Ashur bank and Iraqi Middle East Bank to train borrowers on
how to start and manage their projects properly in accordance with international
training programs and at the hands of professors with experience in this field.

500,000,000 mozai:
’ ) projects in Samawah governorate

dinars

50,000,000 -

dinars
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Tamkeen Fund grant sponsored by the Central Bank of Iraq
(Nineveh / Mothana)

During the meeting that was held in the Central Bank of Iraq on 14/3/2019 Iraqi Private
Banks League, a proposal was proposed to discuss the possibility ICF-SMEs managing
the Tamkeen programfor micro financing in the province / Nineveh governorate
in addition to its main tasks, through volunteering from Ashur International Bank
for Investment and the Iragi Middle East Bank who are the company’s shareholders
banks,by receiving the allocated amount of (800 million dinars) to help the people
of the governorate that have been affected during the past years by violence and
displacement by giving them bank loans at zero interest rates, 200 loans have
been granted, and this has helped in operating new jobs.

Nineveh Empowerment Program

Nineveh

708 638

dollar

7

$0 $100.000 $200.000 $300.000 $400.000 $500.000 $600.000 $700.000 $800.000
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A Grant for Iraqi 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 IragiMiddle 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 31/12/2020 was 2908 loans with a total value of
33,341,212 million dollars.

9.000.000

dollar

Allocated to finance projects whose owners have been displaced due to sectarian

violence The grant was distributed to each of the

Ashur Mosul Bank Sumer Iragi Middle East
International Bank Commercial Bank Inv

North Bank

2908 33,341,212

Granted loans loan amount dollar
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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 Irag and
distributed to the four banks which are (Ashur International Bank for Investment,
Bank of Baghdad, the Iragi 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.

dollar

It was received in 2010 from the Inmaa Agricultural Development Project and distributed to four banks:

Ashur Bank of Iraqi Middle East
International Bank Baghdad Inv

North Bank

208 4545288

Total number of loans loan amount dollar
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$ Millions

Grants and the programs that run them
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Banks Contribution

195

Million dollars

The Iraqi company manages to finance small and medium enterprises at present

Four different programs through a network of banks contributing, as follows:

Tijara’s Grant for Provincial Economic Growth Program.

8

The company received in the second half of 2009, the amount of (6,000,000) million

dollars for granting loans in the whole of Irag, 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 Iragi 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 2020 (2427) loan worth (49,241,399) dollars.
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Reviewing the main results.

The total consolidated loan portfolio as at Dec/31/2020 was ( 89.644 $) , an increase
of 0.17 % over last year. The total number of loans amounted to (5831) loan, an
increase of about (0.7%) from 2019. The volume of co-fund by the shareholders
banks amounted to the end of 2019 (19.525) million dollars. We note that the
results showed a slight increase compared to previous years due to the assign the
company to manage (Tamkeen program) supported by the Central Bank of Iraq and
the contribution of private banks in coordination with the IPBL to rehabilitate the
Nineveh and Samawah governorates and restore life to the segments of society
that were affected by the tragic events, the general conditions of the country
and the ongoing political crises.The company also seeks to obtain international
financing opportunities for the purpose of using it in the company’s community
service banking programs.

89,643,610 5,831 19,525

The volume of  \4i1i0n dollars

total consolidated dollars total number of
loan portfolio loans amounted to co-fund by the
shareholders
banks
Size of participation Size of Loans Size of funding Number of Loans
19525 8813 18082 5789
million dollars million dollars million dollars dollars
Size of participation Size of Loans Size of funding Number of Loans
19525 8965 18082 5831
million dollars million dollars million dollars dollars

%0.17 %0.7
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Managing Director’s Report

Honorable Members of the General Assembly.
Greetings,

On the issuance of the Twelveth Annual Report of the Iraqi Company
for Financing Small and Medium Enterprises, | would like to thank the
shareholders of the company from Shareholders Banks , especially
the heads and members of their boards of directors and their
ManagingDirectors 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 best results, 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.

6
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Advisory Committee Chairman’s Speech.

Ladies and Gentlemen, Members of the General
,LAssembly, Greetings

On the occasion of the passing of Eleven years since the establishment of your company,
I would like to offer my sincere thanks and appreciation for your fruitful efforts and your
continuous support for the success of its performance and maintaining its high level
at the local and international levels .. | would like on this occasion to congratulate you,
wishing you progress and prosperity.

Finally, I would like to thank you very much and wish you all success and good luck.

It is no secret to you that we are living in a difficult and delicate period as a result of global
conditions that affect the global economy and international trade on the one hand, and
the social system and human behavior on the other hand,This is due to the outbreak of
Covid 19 disease first, with the simultaneous international conflict between the great
powers represented by the United States and its allies on the one hand, and China and
their followers on the other hand.As there is almost unanimity that we are on the verge
of a change in the existing global system, which was dependent on the hegemony of
the United States on the international system, being the most productive since the end
of World War I, as its national product was equivalent to 40% of global production,This
was supported by international institutions such as the World Trade Organization, the
World Bank and the International Monetary Fund, while the equation began to change
since 2014,where we noticed the rise of economic powers such as China, India, Brazil and
other countries that were not present, so that the American gross product is less than
20% globally, while China was close to 15% at the time,this stage is called transitional, and
the reason for this is the adoption of SMEs in these countries as the real wealth of the
economy and developmentwhile its role in the American economy has declined, causing
the emergence of a trade war and imposing high tariffs, with indications of another
international conflict over the China Sea and commercial dominance over itlooking
forward to heading to the Arab Gulf region and the Middle East in particular,Brothers,
the private banking sector is the ideal tributary to support SMEs in terms of financing,
awareness, guidance and participation in terms of youth energies, professions, family
crafts, manufacturing industries and services.

In conclusion, | can only express my sincere thanks and
wish everyone success and success.

Wadee Al- Handal’
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Mission of the company

Our main role is to accomplishment thesustainable 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 a large segment of society,
attracting new donors to continue this approach and open investment horizons
by looking for new products in all sectors of life.

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
GrossNational Income.

Shareholders Banks

i,

»
\,\“sul Ba, %

¥

N
g

¥

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

North Bank Sumer Commercial Bank Ashur International Bank Iraqi Middle East Inv
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