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To Members of the General Assembly,
The Gulf Commercial Bank

(Private Joint Stock Company)
Baghdad - Iraq

Independent Auditor's Report

We have audited the accompanying financial statements of The Gulf Commercial Bank (Private Joint
Stock Company) - Baghdad as of December 31* 2017 and the income statement, and the statement in
changes in equity and its cash flow statement for the year then ended.

Management's responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the Local and International Financial Reporting Standards. This responsibility includes
designing, implementing and maintaining 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 the circumstances.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit in accordance
with Local and International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain the 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 depends on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statement, 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 statement 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 the evaluating of the appropriateness of accounting policies used and the

reasonableness of accounting estimates made by management, as well as evaluating the overall

presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion. We list below our audit remarks:-

I - Application of International Accounting Standards by The Bank
The financial statements had been prepared in accordance to the requirements of International
Accounting Standards, after taking into consideration prevailing instructions issued by Central Bank of
Irag which requires the converting from the Local Accounting Standards into the International
Accounting Standards. In this respect, we would like to indicate that the Bank had relied on the
historical cost, for evaluating its properties and equipments. Management had commenced on
revaluating its non-current assets via "fair value" process, by establishing a committee to that effect, in
accordance with the instruction issued by Central Bank of Iraq, as per letter No. (9/2/8214) dated June
6th 2017. The proceedings in that respect are still under consideration.

Il - Shareholders' Equity
Changes in shareholders' equity
Current year's shareholders equity had increased by ID (K) 3,153,556 in comparison with previous
year, as this increment represent 10%, mainly derived from current year's profit.




No. of Shares Remarks

Manufacturing of Electric Generators Co., 75,000,000 No provision
Al Madar for General Contracting Co., 5,000,000 No provision
Baghdad for Peace Industrial Co., 587,890 No provision
Soft Drinks for Northern Region Co., 150,000,000 No provision
Nineveh for Industrial Nutrition Co., 2,127,905 No provision
Al Thirthar Agricultural Co., 7,000,000 No provision

Il - Bank's Operational Activities During Year Under Audit
Through the enclosed Income Statement it shows that the Bank had attained a profit before tax
amounted to ID (K) 5,040,967 which was a decrease from previous year by ID (K) 1,914,508
representing 10% difference.

IV - Bank's Assets

All non-current assets are owned and registered as per official deeds issued by the concerned
governmental offices, in the name of the Bank.

V - Consolidation of Financial Statements
The financial statements for Gulf Commercial Bank (Private Joint Stock Company) had not been
consolidated with its two subsidiary companies, which the Bank owns more than 50% of its share
capital.

VI - Financial Assets

(a)- Cost of shares for companies listed in Iraqi Stock Exchange as of December 31% 2017 had amounted
to ID (K) 21,087,312, while cost of shares for companies non-listed in Iraqi Stock Exchange as at
that date, had amounted to ID (K) 3,868,359. In this respect we would like to indicate that the
market value of the listed shares as in accordance with the last meeting to Iraqgi Stock Exchange in
2017, had amounted to ID (K) 13,674,232, while the value of the non listed shares was as per
acquisition cost of those shares. The variance as a result of "fair value" calculation for those shares
had amounted to ID (K) 1,076,556 making the total amount in reserve for "Changes as a result of
fair value " as of December 31 2017 to be ID (K) 7,413,080 which represents 30% of the total
value of investment in shares which had amounted to ID (K) 24,955,671.

(b)-We did not obtain letters of confirmation as to the number of shares acquired by the bank in the
following local companies as of December 31 2017

It is recommended that an appropriate provision is to be considered for this situation.

(c)- During the current year, the Bank's shares in the investment in the share capital of "High Land of
Gulf Company for Property Investments" had been reduced to 49% after selling shares (K)
30,000,000, that is after obtaining the necessary approval from Central Bank of Iraq, as per letter
issued from Treasury Division No. 9/2/17627 dated December 27* 2017, so consequently its
association with the bank had been converted from a subsidiary company into an associated
company.

(d)- Total amount of investments in shares at other companies as of December 31% 2017 had amounted
to ID (K) 75,155,671 which represents 23% of the total of share capital and adequate reserves,
which is a similar to as to the % the standard approved by Central Bank of Iraq as per instruction
paragraph No.(1) of article No. 16 from Instruction No. (4), which stipulate that that not to exceed
20%.



(e)- The Bank has full ownership of "Zahrat Al KhaleejFor Stock Exchange Ltd" which has a share capital
of ID (K) 500,000, while the amount in the books of accounts concerning this issue, was ID (K)
400,000. The difference of ID (K) 100,000 represent capitalized dividends for the purpose of
increase of capital. Thus the appropriate amendments needs to be considered in this respect.

VIl - Credit Facilities
(a)- Delayed Settlement of Credit Facilities
Balance as of December 31% 2017 for delayed settlement of credit facilities had amounted to 1D
(K) 44,705,997, which represents an increase of ID (K) 8,107,149 from the comparative figure as of
December 31* 2016, Also it is worth indicating the fact that interest due on unsettled commercial
loans and bills had amounted to ID (K) 14,577,763. Management of the Bank took the necessary
steps for attempting the collection of those outstanding amounts, by forming a special committee
to follow up such issues, and the legal steps shall take place for those clients who had failed to
meet their commitments when due.

(b)- Provision for credit losses
Management of the Bank had increased "Provision of Credit Loss" during the year by the amount
of ID (K) 3,200,000 so that the balance as of December 31% 2017 was ID (K) 17,200,000, based on
the advise of the concerned consultants in that respect, as the concerned consultant had based
their recommendation on Instructions No. (4) for the year 2010 issued by Central Bank of Iraq. We
would like to indicate that we were not given the calculation upon which the stated figure had
been reached.

(c)-Provision for suspended interest

Balance of this account as of December 31* 2017 had amounted to ID (K) 25,221,131, through the
calculation of "interest" on stumbling credit facilities granted to clients of the bank. Management
of the bank had suspended interest on such credit facilities, as per administrative orders No.
(MM/16/1) dated January 1% 2016, and No. MM/16/5 dated May 1 2016 respectively, through
which the interest on such credit facilities was not recognized as income, unless it had been
actually received. As for the current year the amount of suspended interest, in this concern, had
amounted to ID (K) 8,283,613.

VIl - Other Assets and Liabilities- Debit and Credit Balances
(1)- Balance of "Other Assets and Liabilities" - (Debtors) as of December 31* 2017 had amounted to ID
(K) 11.922,950 as the following two amounts had been included :

(a)- An amount of ID 10,904,700 represent the remaining amount which had been embezzled by
Manager of Kut Branch, as a court case was withheld at Kut province. and the "manager" was
imprisoned, and was ordered to repay back the amount embezzled. The Bank continued to
collect the amounts due in that respect. It is advisable to create the necessary provision
against future collection against this liability.

(b)- The amount of ID (K) 1,061,236 which represents old facilities and that balance had been
carried forward for years, as the bank did not collect that amount, but the following
procedures took place:-

(i)- Contacted the Central Bank of Irag, to include the names to whom those credits were
granted. To be listed in the concerned "black list".

(ii)- Contacts with the concerned individuals had commenced. based on the information at the
bank as to the available " net of clients" in that respect.

(iii)- Requesting those stumbling clients to settle the outstanding amounts due, via publication in
the daily press.



Subject to the above, an adequate provision needs to be considered to that effect.

(2)- balance of "other assets" as to amounts due as a result of sale in associate companies as of
December 31* 2017 had amounted to ID (K) 27,000,000 represent the balance of the original
amount of sale which was ID (K) 30,000,000 resulting from sale of "Gulf High Land for Property
Investment Ltd" to "High Land East for Technical's Ltd".

IX - Properties Acquired for Settlement of Debts
We list below details of properties acquired by the Bank, in settlement of unsettled credit facilities

granted:-
Area Amount
_ (Square Meter) (K)ID
Al-Muthana 281/ Shamiya 355.90 224,000
Al-Muthana 65/1313/26 Um Al Nakheel 200.00 88,000
Al-Muthana 65/1446/26 Um Al Nakheel 200.00 128,000
Kerballa -Abassyia 119/70 District 24 932.50 1,300,000

In this respect, we would like to indicate that the above properties were not included in the cost of
fixed assets, but still suspended in the account "Collaterals for Credit Facilities", but during May 7"
2018Management of the Bank amended the above, to be included as part of the non current assets,
on May 7" 2018.

X - Court Cases During The Year

According to the confirmation issued by the Legal Division of the Bank, the Bank had issued 34 court
cases, while others had issued against the Bank (17) court cases. We list below the following:-

(1)- Court case No/2401-B-2016 which was issued against Sanna Al-Khaleej Ltd. For the amount of ID (K)
17,621,000, Court judgment was in favor of the Bank, but that entity had requested a settlement,
but did not stick by its terms, so the Management of the Bank had decided to continue suing the
entity by court.

(2)- Court case against Al-Nu'man for Hygiene Water Ltd as to failure of complying with the terms of the
unsettled loan, for the amount of ID (K) 11,347,037 as on September 26™ 2017 the court had
issued its decision in favor of the Bank, while the collection process is still going through.

(3)- Court case against "Light Industries Ltd" which is pending since 2014 for the amount of US$ 232,123
as establishing a letter of credit in favor of the said entity, The primary decision was in favor of the
Bank, and to charge 5% interest thus making the amount of the court case USS 422,926. The final
decision was in favor of the Bank, and gave the right to the Bank to hold in lieu the assets of that
entity, but the process for execution is still pending.

(4)- Court case No. 1218/B/2017 dated April 9th 2017 against Mr. Abdul-MutalibHadyMowazi, who is
the guarantor of Mr. Ala'a Al-Deen Hussain Saleh, managing director of Paw Group, for credit
facilities granted for the amount of ID (K) 12,000,000. Court judgment was in favor of the Bank for
the amount of ID (K) 7,997,146. The case was appealed and the decision was in favor of the Bank,
Management of the Bank is waiting for the final stages of the said resolution, so it can proceed
with the relevant execution.

(5)- Court case No. 367/B/2015 which is raised by General Manager of Northern Oil Co., against Trade
Bank of Iraq, The Gulf Commercial Bank and Land of Baghdad Ltd., as for the establishment of a



Letter of Credit to "Land of Baghdad Ltd." for the amount of US$ 751,940. In this concern the
court case had been settled in favor of the Bank.

Xl - Amalgamation of Branches
During the current year five of the Branches had been amalgamated, but the books of accounts of
those Branches still read as if they are "independent” Branches. It is recommended to amalgamates
the books of accounts as indicated below:-

(1)- Al-Hurriyah Branch was amalgamated with Hay Al-Jamia'a Branch, as approval of Central Bank of
Irag had been maintained as per letter No.9/1/1724 dated February 5t 2017

(2)- Al-istiglal Branch had been amalgamated with Al-Jazai'er Branch in accordance to Central Bank of
Iraq approval as per letter No. 9/1/987 dated January 22" 2017.

(3)-Kahramana Branch had been amalgamated with the main Branch as per Central Bank of Iraq
approval letter No. 9/1/1724 dated February 5™ 2017.

(4)- Jamila Branch had been amalgamated with Palestine Street Branch as per written approval of
Central Bank of Iraq No. 9/1/1724 dated February 5" 2017.

(5)- Al-Huda Branch was amalgamated with Al Najaf Branch as per Central Bank of Iraq written
approval No. 9/1/584 dated January 12" 2017.

Management of the Bank had formed a committee via Administrative Order No. 8/128 dated
February 8™ 2018 to supervise the amalgamation process for the books of accounts of the
Branches indicated above.

Xll - Capital Adequacy
Through our examination to the books and records and our review to the nature of banking

transactions which the Bank had performed during the year under audit, and the schedules prepared
for the purpose of calculating the "capital adequacy" which had amounted to 125% that is in
accordance to article 16 of Banking Act No. 94 for the year 2004

Xll - Money Laundering and Financing of Terrorism
Through out our examination to the books of accounts of the Bank, and reviewing the nature of the
banking transaction carried out during the year under audit, it did not appear to us that theire
banking transactions related to Money Laundering, or such transactions which had contributed in
financing of terrorism, as the Bank had taken the necessary steps to prevent money laundering
transactions or other transactions to finance terrorism, as such procedures are being carried out in
accordance to the guide lines and instructions issued by Central Bank of Iraq in that respect.

In accordance to our opinion, and as far as to what had been achieved from our examination and in
accordance to what had been recorded in the Bank's records and books of accounts, and in accordance to
the information and explanations given to us:-

1- The accounting set of records and books used by the Bank, were in conformity with the requirements
of book-keeping regulations, asset had included all assets, liabilities, expenses and revenues. The
internal control system had consisted on the necessary procedures which guarantees the accuracy and
preciseness of those statement, in a matter relevant to the volume of the banking activities.



2- The stock-taking of assets, and the cash count of cash and cash equivalence, was carried out
appropriately and under our supervision. The results were in agreement with the relevant subsidiary
ledgers, as those assets had been evaluated in the same manner applied in previous years.

3- Contents of the annual report had relied in a comprehensive manner on the work of the Bank through
out the year under audit, as it did not contain any violation to prevailing laws and legislations.

4- The financial statements had been prepared in accordance to prevailing accounting standards and
legislation, as it is in agreement with what the records and books shows, as well as it had been
prepared in accordance to the requirements of Companies Act and its statutory instructions which
had been issued accordingly, and the Banking Law.

OPINION

Apart from what had been previously stated in our report, as in our opinion the financial statements of
The Gulf Commercial Bank (Private Joint Stock Company) and the enclosed annual report, are in
agreement with the records and books and had fulfilled the statutory

requirements, and as far as its contents of performance indicators, it reflects a true and fair view of the
financial position to the Bank as of December 31 2017, and the results of its operation and cash flow for
the year then ended.

Farquad Al-Salman, B.Sc, FCCA Adel Mohammed Al-Hasson
F.H.Al-Salman & CO., Adel Al-Hasson & Co.,
Public Accountants, Auditors & Tax Consultants CPAs and Consultants

Baghdad - May 29" 2018



The Gulf Commercial Bank

(Private Joint Stock Company)
Statement of The Financial Position

As Of December 312017

Statement (A)

December 31°%

2017
lraqi Dinars

ASSETS
Cash and balances with central bank
Balances with other banks & financial institutions

Direct credit facilities (Net)
Investments in subsidiaries

Investments in associates

Financial assets at fair value-through statement of
Other Comprehensive Income

Financial assets at depreciated cost

Property. Plant & equipment (Net)
Projects in progress

Other assets

Total Assets

201,791,507,456
24,051,018,369

204,274,936,809
11,200,000,000

39,000,000,000
17,542,590,657

14,981,493,750

32,345,592,639
13,337,000,719

44,788,849,341

2016
Iraqi Dinars

164,912,507,356
142,630,739,065

287,550,217,570
80,300,000,000

2,659,660,402
12,831,329,734

44,404,597,500

33,817,752,045
9,172,742,240
23,742,488,507

603,312,989,740

802,022,034,419

Liabilities & Equity
Liabilities

Deposits to customers

Cash deposits
Long term loans
Provision for taxation

Other liabilities

265,803,562,818

5,816,661,904
1,675,266,666
810,860,407

8,319,297,179

427,200,844,364

44,286,022,111
1,775,266,666
1,084,716,000

9,941,401,005

Total Liabilities

282,425,648,974

EQUITY
Capital and reserves attributable to equity holders
Share capital

Compulsory statutory reserve
Other reserves

Reserve for fair value
Profits brought forward

300,000,000,000
9,383,563,513
696,004,153

(7,413,080,158)
18,220,853,258

484,288,250,146

300,000,000,000
9,172,058,163
696,004,153

(6,336,529,645)
14,202,251,602

Total equity

320,887,340,766

317,733,784,273

Total equity and liabilities

603,312,989,740

802,022,034,419

For The Gulf Commercial Bank { Private Joint Stock Company) — Baghdad

Chief accountant
LuaibyHatuKhalaf

Managing Director
Adil Nuri Al-Alam

Adel Mohammed Al-Hasoon
Certified Public Accountant
Adel Al-Hasoon& Co.

Chairman of The Board
Mohamed Saleh Faraj

Farquad Al-Salman, B.Sc, FCCA
F.H.Al-Salman & Co.,
Public Accountants, Auditors & Tax Consultants



Public Accountants & Consultants

Baghdad - Iraq

Please refer to our report of even date

Baghdad - May 29" 2018

The Gulf Commercial Bank

(Private Joint Stock Company)

Income Statement

For The Year Ended December 312017

Interest income
Interest expense
Net interest income

Net commission income
Net interest and commission

Net profit from currency exchange
Other operational income
Net operating profit

Staff salaries and emoluments
Other operational expenses
Depreciation and amortization
Capital losses

Provision for credit loss

Total expenditure

Net profit for the year before tax
Provision for taxation

Net profit for the year after tax

Statement (B)

Year Ended December 31°

2017

Iraqi Dinars
14,099,133,843

(7,008,406,592)

2016
Iraqi Dinars

27,997,123,393
(10,318,024,033)

7,090,727,251

5,830,910,654

17,679,099,360

1,779,854,516

12,921,637,905

11,092,938,248
1,935,723,434

19,458,953,876

4,087,809,993
2,549,790,961

25,950,299,587

(5,254,153,899)
(10,325,229,704)
(2,121,593,648)
(8,354,923)
(3,200,000,000)

(20,909,332,174)

26,096,554,830

(6,795,869,984)
(9,983,239,516)
(2,348,425,971)

(13,544,325)

(19,141,079,796)

5,040,967,413
(810,860,407)

4,230,107,006

6,955,475,034

~ (1,084,716,000)

5,870,759,034




The Gulf Commercial Bank
(Private Joint Stock Company)

Statement of Comprehensive Income
For The Year Ended December 31*2017

Statement (c

Year Ended December 31*

2017 2016
Iraqi Dinars Iraqi Dinars
Net profit for the year after tax 4,230,107,006 5,870,759,034
Changes in the "fair value" of financial assets 1,076,550,513- ==

through other comprehensive statement

3,153,556,493 5,870,759,034
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The Gulf Commercial Bank

(Private Joint Stock Company)

Cash flows from operating activities

Profit for the year before tax

Non cash items

Depreciation and amortization

Provision for loss on credit charged

Cash flows from operating profit before changes
in operating assets and liabilities

Changing in operating assets and liabilities

Direct credit facilities ( net)

Other assets

Clients deposits

Cash deposits

Other liabilities

Net cash used/ cash flow from operating activities

before tax

Tax settlement

Cash used/cash flows from operating activities

Cash flows from investing activities

Acquisition of financial assets at depreciated cost
Investing in subsidiary companies

Investing in associated companies

Financial assets at fair value via comprehensive income

statement
Acquisition of properties and plants
Sale of properties and plants
Projects in progress
Cash flows from investing activities

Cash flows from financing activities

Long term loans
Dividends

Statement (E

Year Ended December 31°

2017
Iraqgi Dinars

2016
Iraqi Dinars

5,040,967,413

2,121,593,648
3,200,000,000

10,362,561,061

80,075,280,761
(21,046,360,834)
(161,397,281,546)
(38,469,360,207)
(1,622,103,826)

6,955,475,034

2,348,425,971

9,303,901,005

43,443,181,743
(7,974,645,022)
56,982,465,320
16,024,988,560
(72,082,650,894)

(132,097,264,591)

(1,084,716,000)

45,697,240,712

(4,053,004,000)

(133,181,980,591)

29,423,103,750
30,100,000,000
30,325,000

(3,158,476,034)

(624,862,570)
(6,571,672)
(4,164,258,479)

41,644,236,712

29,980,252,500

(5,847,993,594)

(1,973,078,070)
266,952,262
1,598,700,789

51,599,259,995

24,024,833,887

(100,000,000)

427,820,000
(2,341,727,067)



Cash used in financing activities (100,000,000) (1,913,907,067)

Net increase in cash and cash equivalents (81,700,720,596) 63,755,163,532
Cash and cash equivalents at the beginning of the year 307,543,246,421  243,788,082,889
Cash and cash equivalents at year end 225,842,525,825 307,543,246,421

Cash Flow Statement
For The Year Ended December 31% 2017




