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Al-Ataa Islamic Bank

Al-Ataa Islamic Bank
For Investment & Finance P. S. C

Statement of Cash Flows for the Financial Year Ended
31 December 2024

Cash Flows from Operating Activities:

31/12; :
(I0D)

Statement D

(1OD)

Net Profit (Loss) for the Year Before Tax 1B | 230,348,560 8,467,941,029
Add: Depreciation and Amortization for the Year 25 | 165,257,385 328,663,058
Less: Amortization of Deferred Revenue Expenses 13 (386,073,935) (456,012,745)
Less: Provision for Income Tax (1,535,023,974) (1,520,000,000)
Less: Expenses for Various Provisions (5,318,286,365) (5,318,286,365)
Less: Provision for Operational Risk (465,154,104)
Operating Profit Before Changes in Operating Assets and Liabilities (7,308.932,433) 1.502,304,977
Add: Decrease / Less: Increase in Cash Credit Facilities Granted 4 769,017,606 2,803,324 412
Add: Decrease in Other Assets 5 5,323,276,244 435,474,331
Less: Decrease in Customers’ Deposits 9 1,287,167,732 (4,857,733,721)
Less: Decrease in Customers’ Collaterals and Liabilities from Banking Activities 10 | (97,658,896,309) 98,894,437,085
Less: Decrease / Add: Increase in Other Payables 11 | (8,411,022,508) (12,449,748 ,567)
Cash Received from / Paid to Operating Activities (98,690,457,235) 84,825,753.540
Net Cash Flows Received (Paid) from Operating Activities (105.999.389.668) 86.328.058.517
Cash Flows from Investing Activities: R -
Cash Flows from Investing and Financing Activities: 3 4,676,763,681 5,500,782,000
Less: Purchases / Add: Proceeds from Sale of Investments
Less: Purchases / Add: Proceeds from Projects under Construction 6 (63,204,720) (156,126,000)
Less: Purchases of Properties, Buildings and Equipment 6 | 386,521,935 15,899,163,605
Add: Disposal and Sale of Properties, Buildings and Equipment 6
Less: Provision for Sold and Written-Off Properties, Buildings and 6 | (386,073,935) (3,895,067,258)
Equipment
Adjustments to Provision for Sold and Written-Off Properties, Buildings 4.614.006.961 17.348.752.347
and Equipment
Net Cash Flows from Investing Activities
Add: Increase / Less: Decrease in Borrowings Received (Financing 12 (84,482,758)
Activities)
Adjustments between Reserves 3,345,336,890 2,336,603,969
Less: Revaluation Reserve (Land) (448,000) (9,708,408,059)
Net Cash Flows from Financing Activities 3,344,888,890 (7,456,286,848)
Increase in Cash and Cash Equivalents During the Year (98,040,493,817) 96,220,524,016
Cash at 1 January 2&1 | 113,544,783,231 17,324,259,215
Cash at 31 December 2&1 | 15.504.289.414 113.544.783.231
> e —
f‘, }__‘-..i-L-'.-' 177 "
yd R /
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Al-Ataa Islamic Bank

Al-Ataa Islamic Bank
For Investment & Finance P. S. C

Statement of Financial Position as at 31 December 2024 Statement C

Balances Note Retammed Accumulated Fair Value Reserve for Feserve for Share Capital Total
Deficit
{IQD) Sther Reserve for

of Land)

Balances as at 6,770,723,650 | 954,362,974 | §,870,347,274 (16,740,442,407) | 20,393,633,996 | 120,612,842,191 | 1,920,981,268 | 250,000,000,000 | 391,782,448 946
1 January
2024 |
~ Additions 57 9,766,229 *| 185,558,357 Ti | I 195,324,586
during the
Year

Additions 5,179,471,079 | £,179,471,079
during the
Year |
Deductions 0 (448,00D) (448,000)
during the
Year

Adjustments iB (8,870,347,274) | 3,273,303,032 4,676,763,681) (10,273,807,923)
during the

Year

Balances as at 6,780,489,879 | 954,362,974 | 5,365,029,436 (13,467,139,375) | 15,716,870,315 120,612,394,191 | 1,920,981,268 | 250,000,000,000 | 387,882,988, 688
31 December
2024

Balances As 6,401,662,230 | 954,362,974 | 3,866,728 614 [18,525,660,605) | 23,176,533,536 130,321,250,250 250,000,000,000 | 396,194,876,999
at | Janvary
2023 |
Additions Bl 369,061,420 7,012,166,971 7,381,228 391
during the ‘
Year |
Additions 1,858,180,303 | 1,920,981,268 3,779,161,571
during the
Year
Deductions (3,866,728,614) | 1,785 218,198 | (9,708,408 ,059) (11,789, 918,475)
during the
Year |
Adjustments 3B (2,782,899,540) (2,782,899,540)
during the
Year
Balances as at 6,770,723,650 | 954,362,974 | B,870,347,274 | (16,740,442,407) | 20,393,633,996 | 120,612,842,191 | 1,920,981,268 | 250,000,000,000 | 392,782,448,946
31 December
202
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Al-Ataa Islamic Bank

Al-Ataa Islamic Bank
For Investment & Finance P. S. C

Statement of Comprehensive Income for the Financial Year Ended
31 December 2024

Statement Note 2024 2023
1OD)] (I0D)
Net Profit for the Year IB | 195,324,586 7,381,228,390
Net Unrealized Gains (Losses) on Available-for-Sale 3B |(4,676,763,681) (2,782,899,540)
Financial Assets at Fair Value

Increase in Investments Resulting from Bonus Share
Distribution (Capitalization)

Net Gains (Losses) from Revaluation of Fixed Assets / (448,000)
Land

Gains (Losses) from Foreign Currency Translation
Differences

Gains (Losses) from Hedging of Foreign Currency
Transactions

Total Comprehensive Income for the Year (4,481,887,095) 4,598,328,850
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Al-Ataa Islamic Bank

Al-Ataa Islamic Bank
For Investment & Finance P. S§. C

Income Statement for the Fiscal Year Ended 31 December 2024

Statement

Note

31/12/2024

31/12/2023

(I0QD) (I0D)

Income from Banking Operations

Income and Returns from Cash and Investment Facilities 14 | 28,197,400 21,048,468
Less: Banking Operating Expenses 20 | (753,482,066) (571,507,044)
Net Income and Returns from Cash and Investment (725,284,666) (550,458,576)
Facilities

Income and Commissions from Off-Balance Sheet Credit 15 | 6,561,956,436 25,374,077,866
Facilities

Income from Other Banking Activities 17 | 42,304,670 77,093,058
Less: Provision for Banking Operation Risks 21 | (142,400,597) | (10,006,452,905)
Net Income and Commissions from Off-Balance Sheet 6,461,860,509 15,444,718,019
Credit Facilities and Other Banking Activities

Add:

Income from Foreign Currency Buying and Selling 18 | 64,735,315 | 58,848,870
Net Income from Banking Operations 5.801.311.158 14.953,108,313
Operating Expenses 22 | (1,603,692,651) [ (1,632,461,374)
Salaries and Wages 23 | (3,070,755,971) | (2,896,579,387)
Administrative Expenses 6A | (551,331,320) | (784,675,803)
Depreciation and Amortization (5,225,779,942) (5,313,716,564)
Total Administrative Expenses and Depreciation 575.531.216 9.639.391,749
Net Income from Ordinary (Current) Operations 19 | 8,036,880 | 1,103,756,386
Non-Operating Items 25 |(353,219,536) (2253946673)
Add: Income from Non-Operating / Other Income 230,348,560 8,489,201,962
Less: Expenses from Non-Operating / Other Expenses 26 | (35,023,974) | (1,107,973,572)
Net Income Before Tax 195,324,586 | 7,381,228,390
Less: Income Tax 13 | 0.00078 0.029

Accountant

Authorized Director
For/ Kadhim Khalaf Al-Shemari

Chairman of the Board
Kareem Mohammed Al-Shemari
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Al-Ataa Islamic Bank

Al-Ataa Islamic Bank
For Investment & Finance P. S. C

Statement of Financial Position as at 31/12/2024

Statement

Assets Total Assets

Cash on Hand and Balances with the Central Bank 1 12,708,166,104 13,153,659,921
Balances with Financial Institutions 2 2,796,123,310 100,391,123,310
Foreign Investments — Beirut Branch 3A | 9,788,162,800 9,788,162,800
Available-lor-Sale Financial Assels at Fair Value 3A | 23,970,626,228 28,647,389,909
Islamic Financings (Murabaha) 4 31,744,489,156 32,513,506,762
Other Assets 5A | 185,081,692,351 190,404,968,595
Properties, Buildings and Equipment (at Book Value) 6 265,081,059,631 265,569,634,231
Properties, Buildings and Equipment under Construction 7 1,052,200,000 1,052,200,000
Total Assets 532,222,519,580 641,520.645 528
Liabilities and Equity

Liabilities and Short-Term Funding Sources
Customers’ Deposits, Savings and Investment Deposits 9 53,212,045,484 51,924,877,752
Customers’ Collaterals for Banking Activities and Accounts of 10 | 24,057,808,527 121,716,704,836

_ Current Nature

Other Payables (Other Liabilities) 11 ] 69,322,267,926 | 77,733,290,434
Various Provisions 11 | (5,318,286,365) -5,318,286,366
Provision for Operational Risk 11A | 465,154,104 96,092,684
Borrowings Received 12 | 1,065,517,242 1,065,517,242
Provision for Income Tax 11C | 1,535,023,974 1,520,000,000
Total Liabilities and Short-Term Funding Sources 144,339,530,892 248,738,196,582

| Equity
Share Capital (divided into IQD per share) i 250,000,000,000 250,000,000,000
Legal Reserve C | 6,780,489,879 6,770,723,650
Fair Value Reserve for Available-for-Sale Financial Assets « 15,716,870,315 20,393,633,996
Other Reserves C 954,362,974 954,362,974
Reserve for Replacement of Fixed Assets [l 1,920,981,268 1,920,981,268
Revaluation Reserve of Land (@ 120,612,394,191 120,612,842,191
Accumulated Deficit C (13,467,139,375) (16,740,442,407)
Retained Surplus (&l 5,365,029,436 8,870,347,274
Total Equity C 387.882,988,688 392.782,448,946
Total Liabilities and Equity 532.222,519,580 641.520.645 528
Contingent Liabilities and Commitments under the Custody of C 24,742,580,589 37,430,818,193

the Bank (Off-Balance Sheet Accounts) — Net

Chairman of the Board
Kareem Mohammed Al-Shemari

Accountant Authorized Director
For/ Kadhim Khalaf Al-Shemari

Auditor
Dr. Muwafaq Abbas Bagir Shakara
Muwafaq Shakara & Co. for Accounting and Auditing
As of 17/04/2025, the accompanying Notes&==ZGf-.,
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Al-Ataa Islamic Bank

5. The financial statements have been prepared in accordance with financial accounting standards,
International Financial Reporting Standards (IFRS), and applicable laws and regulations, and are
fully consistent with the records.

6. The annual management report, along with the financial and accounting information it contains,
reflects the viewpoint of the bank’s management.

7. The financial statements have been prepared in line with financial accounting standards,
International Financial Reporting Standards (IFRS), and applicable laws and regulations, and are
entirely consistent with the records.

Summary of Opinion

In our opinion, based on the information and explanations provided to us, the financial statements and the
accompanying management report are consistent with the records and comply with the legal requirements.
To the extent that they include performance indicators, they fairly and clearly present the financial position
and the results of operations for the fiscal year ending on December 31, 2024.

Regards,

Dr. M.SHKARA Co. & Partners
for Monitoring and Auditing of

Accounts
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Al-Ataa Islamic Bank

5. Preparing a governance manual in line with the instructions of the Central Bank of Iraq, ensuring
adherence to governance principles, and maintaining a clear separation between the duties of the
Board of Directors and those of executive management.

6. Ensuring that both the executive management and the Board of Directors remain committed to
implementing corporate governance instructions through disclosure in annual and governance

reports.

7. Complying with the requirements of Article 23 of the Governance Manual issued by the Central
Bank of Iraq, by disclosing results of operations and the bank’s financial position in annual reports.

Thirty-Second: Other Information

1. The auditors’ fees have been determined in accordance with the regulations of the Board of the
Auditing and Oversight Profession.

2. Management is responsible for the information contained in the annual report. Our opinion on the
financial statements does not extend to this information, and we do not express any form of assurance

or conclusion regarding it.

Thirty-Third: Additional Requirements

1. In addition to the above, we note the following observations in compliance with the legal
requirements adopted in Iraq.

2. Inouropinion, the accounting system used by the bank includes the recording of all assets, liabilities,
expenses, and revenues. The internal control system also provides the necessary procedures to ensure
the accuracy of this information.

3. The bookkeeping system applied by the bank, along with the manual records, complies with the
requirements of Bookkeeping Regulation No. (2) of 1985, as amended, and includes assets, liabilities,

revenues, and expenses.

4. The inventory of fixed and cash assets was properly conducted and the results of this inventory were
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Al-Ataa Islamic Bank

8. We noted the bank's interest in collecting information about the customer or company and completing
the Know Your Customer (KYC) form.

9. The bank's management is interested in training and developing human resources, providing them with
expertise, and improving performance through the bank's employees' participation in training programs and

workshops.
10. An electronic reporting system was purchased in accordance with the directives of the Anti-Money

Laundering and Terrorism Financing Office and the Central Bank of Iraq, and reports were submitted to
the Central Bank of Iraq.

Thirtieth: Corporate Governance, Board of Directors’ Report, and Performance Scorecard

1. Seven (7) meetings of the Board of Directors were held during 2023, which is in line with the
minimum number required under Companies Law No. 21 of 1997, as amended.

2. Recognizing the importance of corporate governance as a foundation for sound management, the
bank is committed to adopting governance practices that support the achievement of its strategic
objectives and enhance the management of its operations.

3. We observed the Board of Directors’ strong emphasis on implementing the Corporate Governance
Guide issued by the Central Bank of Iraq on February 3, 2020.

4. A Corporate Governance Committee was established as one of the committees formed under the
Board of Directors. This committee is responsible for monitoring and supervising the preparation of
the bank’s governance framework in accordance with the Governance Guide, relevant laws, and
applicable principles and instructions. It also oversees the development of branches and departments
in light of new developments, directives, and issued guidelines.

5. A disclosure and transparency policy has been developed to build and maintain confidence among
shareholders, depositors, creditors, and other stakeholders.

Thirty-First: Management Responsibilities in Implementing Governance

Management is responsible for the following:

1. Preparing financial statements in accordance with the accounting system, applicable accounting and
financial reporting standards, and International Financial Reporting Standards (IFRS).

2. Establishing an internal control system to prevent errors, misstatements, manipulation, and fraud.

3. Evaluating performance efficiency, assessing the achievement of objectives, and ensuring the bank’s
ability to continue operations.
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“Al-Ataa Islamic Bank

Reports prepared by the Sharia Internal Control and Audit Department for the year under review were
examined. They were developed in accordance with the Central Bank of Iraq’s instructions and pursuant to
an annual work plan approved by the Board of Directors. The department continues to strengthen
governance procedures and implement assigned tasks.

It is recommended that Sharia Internal Control and Audit reports also include audits of electronic systems,
in order to ensure that reports are prepared in line with the principles of disclosure and objectivity.

4. Anti-Money Laundering and Counter-Terrorism Financing Reports

In accordance with Paragraph (3g) of Article 2 of the Control Regulations, issued pursuant to Central Bank
of Traq Letter No. (306/4/1/9 dated September 18, 2016), a report is prepared on the bank's activities in
combating money laundering and terrorist financing, as well as its achievements and periodic activities.
Reference is also made to Central Bank of Iraq/Banking Control Department Letter No. (5228/2/9 dated
March 17, 2022), Paragraph (11), which requires the auditor to indicate whether the bank has taken
sufficient measures to prevent money laundering and terrorist financing in line with the regulations issued
by the Anti-Money Laundering and Counter-Terrorism Financing Office, No. (1/2/T.H./Circular No. 2
dated June 17, 2019).

5. Anti-Money Laundering and Counter-Terrorism Financing Reporting Department

Through our review of the accounting records, the nature of the banking operations conducted during the
audited year, and the information provided, we were informed by the aforementioned department that the
bank has taken measures to prevent money laundering and terrorist financing. These measures are
implemented in accordance with the regulations and directives issued by the Central Bank of Iraq and the
provisions of Anti-Money Laundering and Counter-Terrorism Financing Law No. (39) of 2015.

6. Electronic Reporting System (AML)

The Board of Directors is committed to adopting internal policies, procedures, and controls consistent with
the nature of banking operations and in compliance with Anti-Money Laundering and Counter-Terrorism
Financing Law No. (39) of 2015.

7. Bank Management Policies
The bank’s management has developed policies in the areas of anti-money laundering and counter-terrorism
financing, including the preparation of periodic reports, amendments to internal policies or systems,
adoption of modern technologies, and implementation of automated system outputs (WORLD,
SANCTION SCREENING AML SYSTEM, CHECK). These systems are used to verify all daily customer
transacnons and classify customers by risk level. They also generate reports and-atests, for each banking
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Al-Ataa Islamic Bank

From the above disclosure, the following is noted:
* Procedures for lawsuits filed by the bank against third parties are as follows:;

(11) lawsuits are pending
* Procedures for lawsuits filed by third parties against the bank

(7) lawsuits are pending

Twenty-Ninth: Quarterly Reports

The bank is committed to preparing quarterly reports in accordance with the instructions of the Central
Bank of Iraq. These reports are audited to ensure compliance with regulatory controls and to provide a
sufficient level of information for the following departments:

Risk Management Department Reports

The bank establishes procedures for managing investment risks. These reports classify and stress-test risks
under multi-level scenarios, addressing the following:

e Credit Risk

e Market Risk

o Liquidity Risk

e Operational Risk

¢ Non-Compliance Risk

Sharia Compliance and Compliance Monitoring Reports

1. Quarterly reports are submitted to the bank's senior management and to the General Directorate of
Banking and Credit Control at the Central Bank of Iraq. These reports disclose and assess the extent
of the bank's compliance with Sharia auditing in daily operations, the validity of internal policies and
processes established under the laws and regulations issued by the Central Bank of Iraq, and the
adequacy of procedures to prevent errors, violations, or exposures to risk.

2. The bank submitted quarterly compliance monitoring reports that included regulatory information,
assessment of compliance with laws and regulations, validation of policies and procedures,
prevention of errors and violations, adherence to Sharia auditing and internal control systems, as
well as adequate disclosure of compliance with legislation, laws, and regulatory instructions.
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Al-Ataa Islamic Bank

Second: Lawsuits filed against the bank

No. Subject Lawsuit Amountin = Amountin Amount Remaining Procedures
Number UsD IQD Paid Amount
1 Lifting the lienon  2023/B/3409 Lifting a - None - First Session:
property Seizure September 13, 2023
numbered 2603/1 Postponed to
M4, Waziriya February 19, 2024
Appeal hearing
scheduled for
February 3, 2025
2 Payment of the 1772/B/2024  $250,000 - None - First Session: April
amount to the 23, 2024
plaintiff Court of Appeal

hearing scheduled for
January 12, 2025

3 Return of the 753/B/2024 $250,000 - None - First Session: April
amount of the 23, 2024
shares whose sale Court of Appeal
contract was hearing scheduled for
invalidated January 12, 2025
4 Return of the 753/B/2024  $3,400,000 - None - First Session:
amount of the February 6, 2024
shares whose sale Due to February 17,
contract was 2025 at Karkh Court
invalidated of Appeal
5 Payment of the 2352/B/2024 . 5,586,000,000 None = First Session: June 4,
amount to the 2024, postponed to
plaintiff September 8, 2024
Court of Appeal
scheduled for

February 16, 2025 to
receive expert opinion

assessments
6 Payment of the 2024/B/2862 - 128,350,000 None - 2862/B/2024 First
amount of the Session: August 27,
letter of guarantee 2024
numbered (14212) Postponed to
February 9, 2025
7 Attorney's fees 2024/B/2869 - 48,000,000 None - Session First:
September 30, 2024
e ~=Appeal hearing:
[,-ﬁ \ langarys27, 2025
$3,650,000 @ 5,762,350,000 N )
ff v 6ia bl 03 —o

(o candy 0 jlan

s Conter [or Transtation
Shams N
LF

YE O License NO 21D 4

2024 wqulpail



https://www.pdf-xchange.com/product/pdf-xchange-editor
https://www.pdf-xchange.com/product/pdf-xchange-editor

Al-Ataa Islamic Bank

10

11

1754/B/2024

2593/B/2024

2593/B/2024

4795/B/2024

Total

$134,951

$134,951

2,960,086

3,210,050,000 None

- None

- None

1,023,315,000 None

13,405,223,432

(e gyl

First Session: April 15, 2024
Postponed to January 24, 2025

First Session: July 8, 2024
Postponed to September 3, 2024
Postponed to February 24, 2025

First Session: July 8, 2024
Postponed to February 19, 2025

October 13, 2024
Postponed to January 13, 2025
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Al-Ataa Islamic Bank

Twenty-Eighth: I awsuits

Below is a statement showing the lawsuits filed by the bank against the defendants, which are still pending
and have not been resolved to date:

First: Lawsuits filed by the bank against others

No. Lawsuit Number Amount Amount in Amount Remaining Procedures
in USD IQD Paid Amount
1 Deferred Sale of - 2,611,616,000 None - Procedures for the sale of the
Dollars property are ongoing.
5884/T/2024,
Deed/Bill of
Exchange
2 903/B/2023 - 2,757,449,440 None - First session: March 19, 2023 (on
162/T/2023 appeal)

Postponed until June 23, 2024
Postponed until February 9, 2025

3 2460/B/2023 $300,000 - None - First session: July 12, 2023
162/T/2023 Postponed until February 13, 2024
Postponed until February 4, 2024
4 169/B/2024 $125,135 - None - First session: February 9, 2024

A letter was sent from the Registrar
of Companies on December 1, 2024,
to inquire about Jisr Al-Salam Labor
Recruitment Company for the
purpose of comparison. 2025
5 1551/B/2024 - 2,040,000,000 None - First session: April 24, 2024
Postponed until May 21, 2024.
Appeal date: January 29, 2025
6 1621/B/2024 - 1,508,723,500 None - First session: April 29, 2024
Postponed until September 4, 2024
Postponed until January 23, 2025
7 1186/B/2024 - 1,526,975,000 None - First session: March 17, 2024
Awaiting the experts' report
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“Al-Ataa Islamic Bank

The following statement shows the ratios and indicators related to operational risks:

No. Indicators Actual (Dinar) Required Annually (Dinar) Difference
1 Fines imposed for the year 2024 257,720,516 100,000,000 157,720,516
2 Employee turnover rate 7% 10% -3%
3 Number of customer complaints 18 0 18
4  Number of lawsuits filed against the bank 40 0 40
5  Number of lawsuits filed against the bank = 21,158,649,742 0 21,158,649,742

Twenty-seventh: Management Efforts to Remove Sanctions Imposed on the Bank

1. Sanctions Imposed on the Bank
On May 17, 2018, Al-Ataa Islamic Bank was placed under international sanctions by the Office of
Foreign Assets Control (OFAC). These sanctions remained in effect during the year under review.
OFAQC, a financial intelligence agency of the US Treasury Department, is responsible for enforcing
laws and imposing economic and trade sanctions. As a result, most of the bank's activities came to a
halt. The bank’s management has been actively working to have the sanctions lifted.

2. A contract was signed with ICSF to provide the banking system, along with systems for combating
money laundering and terrorist financing, and for implementing the US Foreign Account Tax
Compliance Act (FATCA). The contract also covers the application of the instructions and
regulatory requirements of the Central Bank of Iraq.
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“Al-Ataa Islamic Bank

Operational Risks: The following table shows the ratios and indicators related to operational risks:

Details : Actual Limit Acceptable Limit
Total fines incurred by the bank for 2024 257,720,596 (100 million annually)
Employee turnover rate 7% 10%
Number of complaints from customers 18 (5 quarterly)
Number of lawsuits filed against the bank by others 40 (50 annually)
Number of lawsuits filed against the bank by others 21,158,649,742 (200 million annually)
Number of lawsuits filed by others against the bank 9 (50 annually)

From the above table, the following is observed:

1. The number of complaints from customers reached (18), due to the current situation of the bank and
the liquidity risks it is facing, as well as customers requesting to withdraw their deposits, which
resulted in an increase in complaints.

2. The number of lawsuits filed against the bank by others reached (9), while the number of lawsuits
filed by the bank against others reached (40). The increase in the number of lawsuits filed against the
bank is due to customers demanding their deposits and the bank’s failure to repay them on time,
leading to reputational risks, liquidity risks, and credit risks the bank is exposed to, which may lead
to the imposition of penalties.

As for operational risks directly related to liquidity risks, fines were imposed by the Central Bank of Iraq
amounting to (257,720,596) two hundred fifty-seven million seven hundred twenty thousand five hundred
ninety-six dinars, most of which were fines related to liquidity risks due to the loss of customer confidence
in the bank. This was reflected in customer complaints, suspension of most banking operations, customer
withdrawals of their deposits, and inability to repay debts, all of which increase liquidity risks.
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The necessary information and documents proving the nature of the person, their legal entity, name, agent,
official authorization, and major shareholders must be completed.

- Completion of important documents, including copies of the certificate of incorporation and articles of
association.

- A written acknowledgment indicating the identity of the account beneficiary.

- A decision by the Chairman of the Board of Directors and the authorized manager to open the account
and who has the right to use it for transactions.

C. Non-Governmental and Non-Profit Organizations:

- A license to establish the account issued by the NGO Department, and all necessary documents and
documents must be completed, including email and phone numbers.

- Authorized signatories, withdrawals, and deposits, and their addresses.

- The organization's activities and the businesses licensed by the legal authority.

D. Correspondent Banks:

- Gather sufficient information about the correspondent banks, their ownership structure, and management
necessary to achieve full knowledge of compliance with local legislation and regulatory controls, effective
policies and procedures, determining financial responsibility, regulatory oversight, and documenting
information related to due diligence measures.

Twenty-Sixth: Operational Risk

Market Risks: The table below shows the ratios and indicators related to market risks:

Details Actual Limits Acceptable Limits
Ratio of investments to capital and its sound reserves 9% 15%
Ratio of investments to total assets 5% 10%

From the above table, the following is noted:

1. The ratio of investments to capital and its sound reserves reached 9%, which falls within the
acceptable limits for risks. The reason is attributed to the bank’s reduction in its investment portfolio.

2. The ratio of investments to total assets reached 5%, which also falls within the acceptable limits for
risks.
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Twenty-Fifth: Anti-Money Laundering and Counter-Terrorist Financing

In accordance with the Central Bank of Iraq’s letter No. 5/4/9 dated January 8, 2025, which outlines
regulatory controls for combating money laundering, terrorist financing, and preventing the proliferation of
weapons, the bank has implemented a series of measures to mitigate these risks. These actions are aligned
with the provisions of the Anti-Money Laundering and Terrorist Financing Law No. 39 of 2015, as well as
the regulations and instructions issued by the Central Bank of Iraq.

We reviewed the reports of the Money Laundering and Terrorist Financing Reporting Department
submitted to the Central Bank of Iraq, which were prepared in accordance with applicable laws and
regulations. Upon examination, the following points were noted:

2. The bank had previously contracted with Piotech to install an AML system designed to combat
money laundering.

3. The electronic system has not yet been integrated with the accounting system due to incomplete
installation.

4. The system does not contain the minimum required scenarios mandated by the Central Bank of Iraq,
largely due to sanctions.

5. The department is unable to periodically and automatically update blacklists because of the system’s
incomplete functionality.

6. Customer classification is still performed manually based on risk, as the electronic system is not fully
operational.

Based on the guidance on self-assessment of money laundering and terrorist financing risks, regulatory
controls have been developed to protect the bank from money laundering and terrorist financing operations
through compliance with the implementation of laws, controls, policies, regulations, and procedures that
ensure the prevention of these activities and the reporting of transactions suspected of involving money
laundering and terrorist financing, in accordance with the provisions of Law No. (39) of 2015. These
controls are implemented through the following procedures:

1) Know Your Customer (KYC) Principle: Customers are thus divided into:

A. Individuals: Complete all information according to the account opening application form of all types,
and obtain the necessary documents (ID card, passport, residence card). Copies of these documents are
signed by the competent employee.

- Accurate information about the person and their profession.

B. Legal Persons - Companies:
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2) Preparing the bank's organizational structure and defining vertical and horizontal lines of
communication.

3) Job descriptions for each position.

4) Defining the duties, responsibilities, authorities, and replacements for bank employees in the event of the
absence of the original employee.

5) Establishing performance evaluation criteria for employees.

6) Preparing a program and plans for completing work within the organizational structure.

7) Preventing duplication, overlap, and conflict in employee work.

3. Performance Control

Evaluating performance effectiveness involves a comprehensive review of how material and human
resources are utilized to implement plans, identify deviations, and monitor the bank’s operational activities
in order to achieve its objectives. Performance evaluation is based on two main concepts:

« First: Assessing performance efficiency by verifying the proper utilization of available material,
financial, and human resources to achieve the objectives outlined in plans and forecasts. The goal is
to ensure that outputs exceed inputs.

+ Second: Evaluating the economic feasibility of current activities and operations, as well as the
efficiency of resource utilization, with the aim of achieving the highest profitability at the lowest cost
and lowest level of risk. This must be accomplished while meeting the required quality standards and
adhering to the economic indicators and ratios set by the Central Bank of Iraqg, as well as the
provisions of the Banking Law.

Despite the existence of an administrative control system and an accounting system, the main challenge lies
in the bank’s overall performance and its inability to fully achieve its objectives and financial plan, which
has led to negative indicators. Key figures include:

Net Income: 230,348,560 IQD

Accumulated Deficit: 13,467,139,375 1QD

Net Shareholders’ Equity: 387,882,988,688 1QD
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d. Preparation of monthly trial balances that present cumulative balances at the end of the year, serving
as the foundation for preparing financial statements.

e. Internal audit, which reports to senior management, conducts documentary reviews both before and
after disbursements.

f. The bank employs an electronic accounting system and reconciles totals and balances both
horizontally and vertically.

g. Reconciliation of explanatory statement balances with the statement of current operations and the
balance sheet.

h. The cash flow statement reflects the movement of cash inflows and outflows, converts the accrual
basis into the cash basis, and reconciles the actual cash balance with recorded balances.

2. Administrative Control

Administrative control extends across all bank activities. It involves examining and testing operations,
diagnosing administrative, financial, and production issues, identifying shortcomings and errors, and
proposing corrective measures. Key elements include:

A. Internal Regulations: The bank’s internal regulations form the basis for organizing operations, defining
responsibilities, duties, and authorities, and ensuring smooth workflow.

B. Budget Planning: This represents the financial translation of the bank’s objectives and the pre-established
work plan, ensuring efficient and effective operations.

C. Allocation of Responsibilities: Defining responsibilities, objectives, and authorities by distributing tasks,
duties, and competencies across departments.

D. Internal Control System: Encompasses the following:

e Ensuring employee competence and integrity.

¢ Preventing any single employee from completing an entire transaction from start to finish, which
could otherwise conceal manipulations under normal conditions.

e Segregation of functions between custody, recording, and authorization of transactions.

¢ Prohibiting the recording of any financial transaction without supporting documentation.

e Securing documents and instrument books in a safe location under the custody of a responsible
employee.

Organizational Plan
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Continuity and Future Sustainability
The bank faces challenges in maintaining its financial sustainability in light of declining revenues and
profitability. If this trend continues, it may be difficult for the bank to sustain itself over the long term

without taking strong strategic measures.

Performance Improvement
The bank needs to work on restoring strong revenues while focusing on reducing unnecessary expenses
and increasing diversification in income sources, such as non-traditional banking activities and new

financial services.

Risk Management
It is essential for the bank to strengthen its risk management and reduce risk provisions over the long term

to ensure financial sustainability.
Based on the current data, the bank needs to take strategic steps to improve its revenues, reduce its costs,

and achieve financial sustainability.

Twenty-Fourth: Assessment of the Internal Control and Audit System

First: The purpose of evaluating the internal control system:
1. Identify points of weakness in the system and introduce the necessary development and
improvement.
2. ldentify opportunities for exploiting weaknesses, leading to errors and breaches.
Assess the adequacy of the system and the degree of reliance on it.
4. Achieve fairness in the financial statements and ensure they are free from errors.

w

Second: Internal audit procedures and the points of strength achieved by the bank are as follows:

. Accounting and financial control:

a. Using supporting documentary evidence to strengthen payment vouchers, receipts, and proof of
accounting entries, in addition to supporting reconciliation requirements for accounting work.

b. Maintaining records and documents for the years required by law, in accordance with Record Law
No. (37) of 2016, whether in hard copy or electronically.

c. Reconciling balances of circulating and traded accounts, ensuring they match with the balances
appearing in the records, with the actual balance verified by field inspection, and resolving any
differences before finalizing them.
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Risk of High Costs:

Although the bank managed to reduce non-current expenses by -84%, administrative expenses increased by
6%. If expenses continue to rise, they may negatively affect the bank’s profitability and weaken its ability to
maintain financial sustainability.

Risk of a Sharp Decline in Net Profit:

The decline in net profit after tax by -97% reflects a weakness in the bank’s ability to achieve sustainable
profits. This may limit the bank’s ability to raise capital or pay dividends to shareholders and make it
vulnerable to long-term financial risks.

Risk of Decline in Capital and Reserves:

Although the bank maintains stable capital, the decrease in total equity by -1%, the high accumulated deficit
(-20%), and the accumulated surplus which decreased by -40% indicate challenges in maintaining financial
stability and the ability to face financial crises.

Risk of Increased Short-Term Debt:

The bank witnessed a decrease in total short-term liabilities by -42%. However, it remains important to
monitor this ratio to ensure that the bank is not exposed to short-term debts that could affect its ability to
meet its obligations.

The Bank’s Ability to Face Risks, Sustainability, and Continuity.
Challenges:

The bank is facing a decline in revenues and profitability, as the decline in net profit reached -97%. This
indicates that the bank is under financial pressure that affects its sustainability if these trends continue.

The decline in revenues from commissioned credit and other banking activities affects the bank’s
sustainability if income sources are not diversified.

Opportunities:

The bank has shown an ability to reduce non-current expenses, which contributes to improving cost
efficiency. If it continues to rationalize its expenses and improve its management of expenditures, this can
be a positive point in strengthening its sustainability.

The bank’s retention of stable capital enhances its financial stability in the face of crises. If it manages to
improve its resource management and grow its revenues, it may be able to overcome cunﬂ;ﬂgllenges.
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12. Basic Earnings (Loss) Per Share:
In the current year 2024, earnings per share amounted to 0.000781 dinars, compared to 0.029000 dinars in
the previous year 2023, representing a decrease of 0.028219 dinars, or -97%. This decline in earnings per
share reflects a decrease in dividends distributed to shareholders, which affects the bank's attractiveness to
investors and weakens its financial sustainability.

Sixth: Recommendations
1. Enhance Revenue from Banking Operations.

2. Improve Management of Non-Current Revenues:
It is important for the bank to focus on increasing revenues from non-current operations, which have
experienced a significant decline of -99%. The bank should explore new strategies to generate income from
these activities or identify unconventional revenue sources to boost overall income.

3. Rationalize Non-Current Expenses:
Compared to the previous year, the bank successfully reduced non-current expenses by -84%. It must
continue applying this policy and ensure there are no unjustified increases in expenses not related to core
activities. This approach will help strengthen the financial position and improve cost efficiency.

4, Monitor Accumulated Deficit and Surplus:
The -40% decrease in accumulated surplus is a cause for concern. The bank should take corrective measures
to address the accumulated deficit and safeguard its ability to sustain investments and meet future financial
obligations.

5. Improve Net Profitability:
Due to the decline in net profitability, the bank must focus on enhancing operational efficiency and
increasing profitability. This can be achieved through effective investment strategies, diversification, and
expanding the scope of financial services offered.

Risks Facing the Bank:

Risk of Declining Revenues:
The bank witnessed a decline in revenues from non-current operations by -99%, and a decline in revenues
from commissioned credit and other banking activities by -74%. This indicates difficulty in generating stable

revenues ft by economic fluctuations. Net income before tax also declined by -97%, reflecting a
cial performance. Py,
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6. Revenues from Foreign Currency Revaluation:
In the current year 2024, revenues from the sale and purchase of foreign currencies amounted to 64,735,315
dinars, compared to 58,848,870 dinars in the previous year 2023, representing an increase of 5,886,445
dinars, or 10%. These revenues result from the revaluation of foreign currencies, as the bank is not permitted
to buy, sell, or deal in dollars.

7. Net Income from Banking Operations:
In the current year 2024, net income from banking operations amounted to 5,801,311,158 dinars, compared
to 14,953,108,313 dinars in the previous year 2023, representing a decrease of 9,151,797,155 dinars, or -
61%. This decrease in net income indicates a decline in banking performance, which could pose a challenge
to the bank's sustainability if this decline in revenues continues.

8. Salaries and Wages:
In the current year 2024, salaries and wages amounted to 1,603,692,651 dinars, compared to 1,632,461,374
dinars in the previous year 2023, representing a decrease of 28,768,723 dinars, or -2%.

9. Administrative Expenses:
In the current year 2024, administrative expenses amounted to 3,070,755,971 dinars, compared to
2,896,579,387 dinars in the previous year 2023, representing an increase of 174,176,584 dinars, or 6%. This
increase in administrative expenses may reflect an increase in the bank's operating costs, which would
negatively impact its sustainability if this increase continues.

10. Net Income from Current Operations (Regular):
In the current year 2024, net income from current operations (regular) amounted to 575,531,216 dinars,
compared to 9,639,391,749 dinars in the previous year 2023, representing a decrease of 9,063,860,533
dinars, or -94%. This decline in net income from ongoing operations indicates the challenges the bank faces
in maintaining its financial sustainability from normal day-to-day operations.

11. Net Income Before Tax:
In the current year 2024, net income before tax amounted to 230,348,560 dinars, compared to 8,489,201,962
dinars in the previous year 2023, representing a decrease of 8,258,853,402 dinars, or -97%. This decrease in
net income before tax reflects a decline in the bank's profits, which impacts its financial sustainability.
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Fifth: Revenues and Expenses

1. Revenues and Returns from Cash and Investment Facilities:
In the current year 2024, revenues and returns from cash and investment facilities amounted to 28,197,400
dinars, compared to 21,048,468 dinars in the previous year 2023, representing an increase of 7,148,932
dinars or 34%. This increase indicates an improvement in the bank's performance in the area of cash and
investment facilities, which enhances its financial sustainability.

2. Increase in Banking Operating Expenses:
In the current year 2024, banking operating expenses amounted to 753,482,066 dinars, compared to
571,507,044 dinars in the previous year 2023, representing an increase of 181,975,022 dinars or 32%. This
increase in expenses indicates a rise in operating costs, which poses a challenge to the bank's sustainability
if this increase continues.

3. Net Revenues and Returns from Cash and Investment Facilities:
In the current year 2024, net revenues and returns from cash and investment facilities amounted to a deficit
0f 725,284,666 dinars, compared to a deficit of 550,458,576 dinars in the previous year 2023, representing a
32% increase in losses by 174,826,090 dinars. This increase in losses indicates that the bank is facing
difficulty in achieving positive net revenues from cash and investment facilities, which negatively impacts
its financial sustainability.

4. Revenues and Commissions from Pledge Credit:
In the current year 2024, pledge credit revenues and commissions amounted to 6,561,956,436 dinars,
compared to 25,374,077,866 dinars in the previous year 2023, representing a decrease of 18,812,121,430
dinars or -74%. It should be noted that this revenue relates to previous years and results from a settlement
entry, and does not include revenue from current activity.

5. Revenues from Other Banking Activities:
In the current year 2024, revenues from other banking activities amounted to 42,304,670 dinars, compared
to 77,093,058 dinars in the previous year 2023, representing a decrease of 34,788,388 dinars, or -45%. This
decrease indicates a decline in revenues generated from banking activities not related to credit facilities,
which affects the diversification of the bank's income sources.
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Third: Equity

1. Capital (Divided into Dinars per Share)
In 2024, capital remained at 250,000,000,000 dinars, unchanged from 2023. The absence of an increase
reflects compliance with the Central Bank of Iraq’s directives, as the bank is under international sanctions
that restrict capital expansion. This stability ensures consistency but also limits the bank’s ability to enhance
its capital base in the short term.

2. Reserve for Changes in the Fair Value of Financial Assets Available for Sale
The reserve for changes in the fair value of financial assets available for sale declined from 20,393,633,996
dinars in 2023 to 15,716,870,315 dinars in 2024, a decrease of 4,676,763,681 dinars (-23%). This decrease
highlights fluctuations in the market valuation of financial assets available for sale, directly impacting the
efficiency and profitability of the bank’s investment portfolio.

3. Total Equity
Total equity amounted to 387,882,988,688 dinars in 2024, compared to 392,782,448,946 dinars in 2023,
representing a decrease of 4,899,460,258 dinars (-1%). While the decrease is modest, it signals potential
stress on the bank’s financial sustainability and its capacity to absorb risks, particularly under ongoing
international restrictions.

4. Total Liabilities and Equity
In 2024, total liabilities and equity amounted to 532,222,519,580 dinars, compared to 641,520,645,528
dinars in 2023, a decrease of 109,298,125,948 dinars (-17%). This significant decline reflects a major
contraction in the bank’s financing structure, driven largely by reduced liabilities and declining reserves. It
underscores the need for strategic measures to strengthen the bank’s capital position and rebuild investor
confidence.

Fourth: Off-Balance Sheet Accounts

Net counterpart to liabilities held by the bank (off-balance sheet accounts): In the current year 2024, the net
counterpart to liabilities held by the bank (off-balance sheet accounts) amounted to 24,742,580,589 dinars,
compared to 37,430,818,193 dinars in the previous year 2023, representing a decrease of 12,688,237,604
dinars, or -34%. This decrease in off-balance sheet liabilities reflects an improvement in the bank's risk
management, which contributes to enhancing its financial sustainability and reducing the bank's indirect

liabilities. ——
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3. Other Accounts Payable (Other Liabilities)
In 2024, other accounts payable totaled 69,322,267,926 dinars, compared to 77,733,290,434 dinars in 2023,
a decrease of 8,411,022,508 dinars (-11%). This decline reflects the bank’s reduction of the “other liabilities”
account by transferring a portion of the unearned revenue account into the revenue account. Importantly,
these represent revenues from previous years, not from current operations, which reduces the risk of
overstating current-year income.

4. Miscellaneous Allocations
Miscellaneous allocations remained unchanged at 5,318,286,365 dinars in both 2023 and 2024 (0% change).
It should be noted that this account does not align with its proper accounting nature, and thus requires a
consolidation adjustment to ensure accurate closure.

5. Operational Risk Provision
The operational risk provision increased sharply to 465,154,104 dinars in 2024, compared to 96,092,684
dinars in 2023 — an increase of 369,061,420 dinars (+384%). This substantial increase demonstrates the
bank’s proactive stance in strengthening its reserves against potential operational risks, thereby reinforcing
resilience and safeguarding continuity against future uncertainties.

6. Loans Received
The balance of loans received remained constant at 1,065,517,242 dinars for both 2023 and 2024. This
stability indicates that the bank is managing its loan obligations consistently, without increasing its reliance
on borrowed funds or facing new repayment pressures.

7. Total Liabilities and Short-Term Financing Sources
In 2024, total liabilities and short-term financing sources amounted to 144,339,530,892 dinars, compared to
248,738,196,582 dinars in 2023. This reflects a significant decrease of 104,398,665,690 dinars (-42%). While
this reduction lowers the bank’s short-term financial commitments and improves the debt position, it also
limits immediate financing capacity. Therefore, diversification of financing sources is essential to maintain
financial flexibility and long-term sustainability.
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7. Property, buildings, and equipment (book value)
Amounted to 265,081,059,631 dinars in 2024 compared to 265,569,634,231 dinars in 2023, a slight decrease
of 488,574,600 dinars due to depreciation.

8. Property, buildings, and equipment under construction
Unchanged at 1,052,200,000 dinars in both years. These do not currently affect operational capacity but
represent ongoing investments. Completion is recommended to convert them into usable assets.

9. Total assets
Dropped from 641,520,645,528 dinars in 2023 to 532,222,519,580 dinars in 2024 (-109,298,125,948 dinars
/ -17%). This reflects reduced capacity for sustainability and meeting obligations.

Second: Liabilities

1. Customer deposits, savings, and investment deposits
In 2024, total deposits amounted to 53,212,045,484 dinars, compared to 51,924,877,752 dinars in 2023. This
reflects an increase of 1,287,167,732 dinars (+2%). The increase indicates improved customer confidence

and a stronger deposit base, enhancing liquidity and supporting financing activities.

2. Customer insurance for banking activities and current accounts
In 2024, customer insurance totaled 24,057,808,527 dinars, compared to 121,716,704,836 dinars in 2023.
This represents a sharp decrease of 97,658,896,309 dinars (-80%). The decline stems from settlement
procedures, reversing foreign remittance accounts withdrawn from the bank’s cash accounts due to pending

execution at Fransabank. This significantly constrains the bank’s ability to meet cash liquidity needs.
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First: Fixed Assets

1. Cash in vaults and balances with the Central Bank
Decreased from 13,153,659,921 dinars in 2023 to 12,708,166,104 dinars in 2024, a drop of 445,493,817
dinars (-3%). This decline affects liquidity but remains within acceptable limits.

2. Balances with financial institutions
Dropped sharply from 100,391,123,310 dinars in 2023 to 2,796,123,310 dinars in 2024 (-97%), due to a
settlement entry and the cancellation of a bank cash account worth 97,595,000,000 dinars related to
Fransabank’s claim (paid in 2016-2017) for executing documentary credits in a pending lawsuit.

3. Foreign investments — Beirut branch
Remained unchanged at 9,788,162,800 dinars in both 2023 and 2024 due to unsettled Beirut branch
accounts.

4. Financial assets available for sale (fair value)
Fell from 28,647,389,909 dinars in 2023 to 23,970,626,228 dinars in 2024 (-4,676,763,681 dinars / -16%).
This affects sustainability, as these assets generate part of the revenue, impacting profitability and liquidity.

5. Islamic financing (Murabaha)
Declined from 32,513,506,762 dinars in 2023 to 31,744,489,156 dinars in 2024 (-769,017,606 dinars / -2%)
due to reduced financing granted — a core activity influencing sustainability.

6. Other assets
Decreased from 190,404,968,595 dinars in 2023 to 185,081,692,351 dinars in 2024 (-5,323,276,244 dinars /
-3%). The impact on sustainability and obligations is limited.
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b. Analysis of Operating Activities

Account Statement
No.
Income from Banking Operations
Income and Returns from Cash and Investment 14
Facilities
Deduct Banking Operations Expenses 20
Net Income and Returns from Cash and
Investment Facilities
Commissioned Credit Income and Commissions 15
Other Banking Activities Income 17
Deduct Banking Operations Risk Expenses 21
Net Commissioned Credit Income and
Commissions and Other Banking Activities
Add
Foreign Currency Sale and Purchase Income 18
Net Income from Banking Operations
Salaries and Wages 22
Administrative Expenses 23
Depreciation and Amortization 6a
Total Administrative Expenses and
Amortizations
Net Income from Current Operations (Regular)
Add Income from Non-Current Operations / 19
Other Income
Deduct Expenses from Non-Current Operations 25
/ Other Expenses
Net Income Before Tax
Deduct Income Tax 26
Net Profit for the Year After Tax
Basic and Diluted Earnings (Loss) Per Share 13

Current Year
2024
Thousand
Dinars

28,197,400

(753,482,066)
(725,284,666)

6,561,956,436
42,304,670

(142,400,597)

6,461,360,509

64,735,315
5,801,311,158
(1,603,692,651)
(3,070,755,971)
(551,331,320)
(5,225,779,942)

575,531,216
8,036,380

(353,219,536)

230,348,560

(35,023,974)

195,324,586
0.000781

Pervious Year
2023
Thousand
Dinars

21,048,468

(571,507,044)
(550,458,576)

25,374,077,866
77,093,058
(10,006,452,905)
15,444,718,019

58,848,870
14,953,108,313
(1,632,461,374)
(2,896,579,387)

(784,675,303)
(5,313,716,564)

9,639,391,749
1,103,756,886

(2,253,946,673)

8,489,201,962
(1,107,973,572)
7,381,228,390
0.029000

Difference

7,148,932

(181,975,022)
(174,826,090)

(18,812,121,430)
(34,788,388)
9,864,052,308
(8,982,857,510)

5,886,445
(9,151,797,155)
28,768,723
(174,176,584)
233,344,483
87,936,622

(9,063,860,533)
(1,095,720,006)

1,900,727,137

(8,258,853,402)
1,072,949,598
(7,185,903,804)
(0.028219)

Percentage

%34

%32
%32

%74~
%45-
%99-
%58-

%10
%061-
%2-
%6
%30-
%2-

%94-
%99-

%84-

%97-
%97-
%97-
%97-
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Al-Ataa Islamic Bank

Twenty-third: Sustainability Report
a. Analysis of the Financial Position Statement

Account Statement
No.
Assets
Cash in bank vaults and balances with the 1
Central Bank
Balances with financial institutions 2
Foreign investments - Beirut Branch 3a
Financial assets available for sale at fair value 3a
Islamic financing (Murabaha) 4
Other assets 5a
Property, buildings, and equipment (at book 6
value)
Property, buildings, and equipment in progress 7
Total assets
Liabilities and equity
Short-term liabilities and financing sources
Customer deposits, savings and investment 9
deposits
Customer insurances for banking activities and 10
current accounts
Other accounts payable (other liabilities) 11
Miscellaneous provisions 11a
Operational risk provision 11b
Received loans 12
Income tax provision 11c
Total liabilities and short-term financing
sources
Equity
Share capital (divided into dinars per share) C
Legal reserve C
Reserve for changes in the fair value of C
financial assets available for sale
Other reserves C
Fixed assets replacement reserve C
Land revaluation reserve C
Deficit Accumulated C
Accumulated Surplus C
Total Equity
Total Liabilities and Equity
Net Contingent Liabilities (Off-Balance Sheet 8
Accounts)

Current Year
2024
Thousand
Dinars

12,708,166,104

2,796,123,310

9,788,162,800
23,970,626,228
31,744,489,156
185,081,692,351
265,081,059,631

1,052,200,000
532,222,519,580

53,212,045,484
24,057,808,527

69,322,267,926
(5,318,286,365)
465,154,104
1,065,517,242
1,535,023,974
144,339,530,892

250,000,000,000
6,780,489,879
15,716,870,315

954,362,974
1,920,981,268
120,612,394,191
(13,467,139,375)
5,365,029,436
387,882,988,688
532,222,519,580
24,742,580,589

Pervious Year
2023
Thousand
Dinars

13,153,659,921

100,391,123,310
9,788,162,800
28,647,389,909
32,513,506,762
190,404,968,595
265,569,634,231

1,052,200,000
641,520,645,528

51,924,877,752
121,716,704,836

77,733,290,434
(5,318,286,366)
96,092,684
1,065,517,242
1,520,000,000
248,738.196.582

250,000,000,000
6,770,723,650
20,393,633,996

954,362,974
1,920,981,268
120,612,842,191
(16,740,442,407)
8,870,347,274
392,782,448,946
641,520,645,528
37,430,818,193

Difference

(445,493,817)

(97,595,000,000)
0
(4,676,763,681)
(769,017,606)
(5,323,276,244)
(488,574,600)

0
(109,298,125,948)

1,287,167,732
(97,658,896,309)

(8,411,022,508)
1
369,061,420
0
15,023,974
(104,398,665,690)

0
9,766,229
(4,676,763,681)

0
0
(448,000)
3,273,303,032
(3,505,317,838)
(4,899,460,258)
(109,298,125,948)
(12,688,237,604)

Percentage

%3-

%97-
%0
%16-
%2-
%3-
%0

%0
%]17-

%2
%80-

%]11-
%0
%384
%0
%1
%42

%0
%0
%23-

%0

0%

0%
%20-
%40
%]1-
%]17-
%34-
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“Al-Ataa Islamic Bank

» Matters related to the operations of the bank’s Board of Directors.
* Legal and regulatory requirements.

3. The department also follows up on the Central Bank of Iraq’s observations regarding supervisory
activities and the results of the off-site audit, working to address and resolve these issues.

4. The bank updates customer information using the KYC form in cooperation with the Anti-Money
Laundering Reporting Department to ensure compliance with the Anti-Money Laundering Law No.
39 of 2015, in addition to implementing due diligence measures. The bank’s policy requires the
Compliance Department to approve the current account opening form (KYC). As of year-end, 85%
of customer data had been updated.

5. The bank has been subject to financial penalties due to non-compliance risks. The Central Bank of
Iraq imposed fines totaling 84,708,538 dinars for deficiencies including failure to cover liquidity
requirements, maintaining low balances, and not responding to official correspondence addressed to
the bank.
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“Al-Ataa Islamic Bank

Twenty-First: Debtors and Other Assets

1. The total credit portfolio, after deducting the provision, amounted to (185,081,692) thousand dinars,
where the credit risk provision amounted to (105,000,000) thousand dinars, in accordance with the
application of International Financial Reporting Standard (IFRS 9) — Financial Instruments — to
address credit risks.

2. The following table shows the classification of the credit portfolio and the calculation of the provision

as of 31/12/2024:
Credit Balance (thousand Provision Required Provision Percentage of the
Classification dinars) Percentage (thousand dinars) Portfolio

Good 31,744,489 2% 634,889 21.2%

Average - 10% - -

Below Average - 25% - -

Doubtful - 50% - -
Loss 117,914,974 100% 117,914,974 78.8%
Total 149,659,463 100% 118,549,863 100%

It is noted from the table above that the classification of the credit portfolio and the provision calculation,
according to the guidelines, show that the actual provision for credit risk as of 31/12/2024 amounted to
(105,000,000) thousand dinars (one hundred and five billion dinars).

Twenty-Second: Compliance Officer
1. The bank is listed on the U.S. sanctions list (OFAC), and transactions in U.S. dollars have been
suspended pursuant to the Central Bank of Iraq Letter No. 431/3/9 dated October 31, 2019. This
restriction has significantly limited the bank’s ability to conduct banking activities.

2. The Compliance Monitor's reports for the year under review were examined. These reports were
prepared in accordance with the Central Bank of Iraq’s instructions and included the following:

» Key indicators of the bank’s financial position.

» Calculated financial ratios, such as the capital adequacy ratio and the cash-to-deposit ratio, in
addition to other ratios.
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“Al-Ataa Islamic Bank

4, Capital Adequacy Ratio (CAR): This ratio demonstrates the relationship between capital and the
risks associated with assets and other operations. It also measures the bank's solvency and ability to
meet obligations and absorb future losses. For the year under review, the actual ratio was 81%, which
is appropriate and sufficient to cover risks.

Nineteenth: Bank Branches
The bank currently has the following branches listed above:

No. Branch Name Address Building Branch Status
N Main Branch Baghdad / Arsat Al-Hindiya - Babylon | Rent Open
District
2 Erbil Branch Erbil / Nawroz District Rent Open
3 Najaf Branch Najaf Al-Ashraf / Al-Amir District Bank Open
Owned
4 Basra Branch Basra / Al-Saadi Street Rent Suspended Pending
Completion of Court
Procedures

We have the following observations:

« The Basra branch is currently closed due to lawsuits. The Central Bank of Iraq has approved its
closure pursuant to Letter No. 25309 dated October 9, 2022.
» There are no closures or mergers planned for 2024.

Twentieth: Implementation of the Central Bank of Iraq’s Instructions on Increasing Bank Capital

* Based on the Central Bank of Iraq’s letter No. (39) dated August 2, 2023, which stipulates that banks
must increase their capital to not less than four hundred billion dinars by December 31, 2024, and
given that Al-Ataa Islamic Bank is among the banks prohibited from dealing in dollars, it was decided
to postpone the increase in the bank’s capital. This decision is supported by the Central Bank of Iraq’s
letter No. (31238) dated November 7, 2023.

« In line with operational risk management requirements, the bank has set aside a provision to cover
operational risks at a rate of 5% of the total profits achieved in the previous year, amounting to
(96,092,684) dinars.
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“Al-Ataa Islamic Bank

Seventeen: Depositors’ Accounts

The balance of depositors’ accounts as of this year amounted to 1QD (53,212,045) thousand (fifty-three
billion, two hundred and twelve million, forty-five thousand dinars), compared with IQD (51,924,877)
thousand (fifty-one billion, nine hundred and twenty-four million, eight hundred and seventy-seven
thousand dinars) in the previous year. This represents an increase of IQD (1,287,167) thousand (one billion,
two hundred and eighty-seven million, one hundred and sixty-seven thousand dinars).

Eighteenth: Liquidity Ratios and Indicators
Table showing liquidity ratios for the fiscal year ending December 31, 2024

Indicators Actual Ratio Standard Ratio Difference
Regulatory Liquidity Ratio (LR) 5.18% 20% (14.82%)
Liquidity Coverage Ratio (LCR) 25% 100% (95%)
Stable Funding Ratio (NSFR) 92% 100% (28%)
Capital Adequacy Ratio 81% 50% 31%
Ratio of greater than 20 distributed to total 32% 20% 12%
deposits
Ratio of fixed assets held for the bank's purposes to 71% 20% 51%
capital and sound reserves
Ratio of cash balances to total assets 2.2% 15% (12.80%)

From the previous table, the following is noted:

1.

The statutory liquidity ratio (LR) is 14.82% lower than the acceptable ratio. This is due to the decline
in liquidity the bank has experienced since 2018 as a result of international sanctions, the cessation
of important banking activities, and the decline in deposits.

The bank's ability to meet short-term obligations without relying on external sources of funding is
measured by the liquidity coverage ratio (LCR). This requires maintaining a level of high-quality
liquid assets that can be easily converted into cash. The decline in the liquidity ratio required to
calculate the LCR and the non-performing stable funding ratio (NSFR) is due to the bank's placement
on the OFAC international list and the imposition of guardianship over it. This has resulted in low
deposits and large customer withdrawals, causing significant losses for the bank and the cessation of
1ts operations.

The standard Net Stable Funding Ratio (NSFR) is 101%, which is sufficient to meet the minimum

requirements for the bank to have self-resources to cover 100% of the requirement, in accordance
with Basel II. Therefore, the actual ratio is consistent and sufficient.
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We recommend seeking to lift the bank from the international sanctions law and restore the confidence of
customers and depositors by attracting fixed and investment deposits through offering products that
encourage savings and deposits in the bank and activating promotional campaigns related to deposits.

Fifteen: Other Accounts Payable (Other Liabilities)

The balance of other payables amounted to IQD (69,322,267) thousand in 2024, compared with IQD
(77,733,290) thousand in the previous year, reflecting a decrease of IQD (8,411,023) thousand. The
following table illustrates the decrease between the two years:

Account Current Year 2024 Previous Year 2023 Difference
Thousand Dinars Thousand Dinars Thousand Dinars
Non-operating creditors 7,428,723 8,243,889 (815,166)
Guarantees received against 66,118 66,118 z
RTGS transfers
Guarantees received against 69,353 70,603 (1,250)
development bonds
Other guarantees 19,277,497 19,277,497 0
Accrued revenues — letters of 7,574,431 3,891,750 3,891,750
credit
Accrued revenues — overdue 2,437,834 2,437,834 -
interests
Uncollected accrued revenues 32,222,820 35,961,501 (3,738,681)
Accrued revenues — loans 15,482 34,654 (19,172)
Other accrued payables 230,005 175,009 54,996
Total 69,322,267 77,733,290 (8,411,023)

« Bank obligations decreased compared with the prior year by IQD (8,411,023) thousand, which
reflects settlement of commitments and liabilities.
« Uncollected accrued revenues amounted to IQD (32,222,820) thousand, relating to previous years.
Recommendation: Efforts should be made to pursue and collect these receivables.

Sixteen: Long-Term I oans Received
The balance of long-term loans received from the Central Bank of Iraq to finance and support small and

medium-sized enterprises for the year under review amounted to (1,065,517 thousand dinars) and has not
yet been settled.
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“Al-Ataa Islamic Bank

The construction and building sector exceeded the acceptable limit by 3%, with the actual rate reaching
8.28%.
We recommend distributing financing across economic sectors efficiently and effectively.

2. Financing Concentration by Geographic Location

Governorate |  Amount (thousands of dinars) Actual Ratio | Standard Ratio | Deviation
Baghdad 184,500,003 96% 50% (46%)
Basra 1,761,676 0.92% 15% 14%
| Erbil 3,693,657 2% 20% 18%
l Najaf 2,338,393 1% 15% 14%
| Total 192,293,729 100% 100%

It is noted that the Baghdad Governorate ratio is 96% higher than the acceptable 50% limit, while the
remaining bank branches in the governorates are below the acceptable standard ratios.

3. Deposit Concentration Ratio

Sector Concentration Percentage
Corporates 49%
Individuals 51%

Total 100%

It is noted that the concentration of deposits at the bank is in two sectors: individuals, representing 51%, and
companies, representing 49% of total deposits. The bank does not deal with the government sector.

4. Distribution of Deposit Types

Distribution Type Current Year Previous Year Difference
2024 2023
Dinars Dinars
Current Deposits (Corporate and 8,419,347,791 7,735,345,131 684,002,660
Individual)

Savings Deposits 43,942,697,693 43,135,532,621 807,165,072
Investment Deposits 850,000,000 1,054,000,000 (204,000,000)
Total 53,212,045,484 51,924,877,752 | 1,287,167,732
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5. Unpaid Shipping Documents — Account 1694
Unpaid shipping documents related to letters of credit issued to Al-Mustagbal Al-Saeed Company amounted
to 1QD (11,985,924) thousand (eleven billion, nine hundred and eighty-five million, nine hundred and
twenty-four thousand dinars). These were secured by a check issued to the Bank.

6. Unpaid Letters of Guarantee — Account 1695
Unpaid letters of guarantee issued by Al-Badia Company in favor of the Ministry of Youth and Sports
amounted to IQD (649,350) thousand (six hundred and forty-nine million, three hundred and fifty dinars),
dating back to 2013. The Bank has since won the related lawsuit.

Fourteen: Concentration Risk Management

Measuring Concentration of Funding Resources

The Bank periodically evaluates the concentration of its funding resources to mitigate risks that may arise
from depending on a limited group of depositors. Specific limits are established for financing ratios to ensure
diversification. Concentration risk arises when the Bank directs or employs its resources toward a small
number of customers, activities, or sectors, or when it relies on a limited set of sources for funding or other
essential services required to conduct its operations. Such concentration may expose the Bank to potential
losses that could threaten the continuity of its operations or alter its overall risk profile.

The following table shows the amounts of credit concentrations and their percentages to the total:
1. Financing Concentration by Sector

Sector Amount in Actual Ratio | Acceptable Risk | Difference
Thousand Limits
Dinars
Commercial 830,520 0% 50% 50%
Industrial 107,325,953 55.81% 25% (31%)
Services 68,221,943 35.48% 50% 15%
Construction and Reconstruction 15,914,983 8.28% 5% (3%)
Total 192,293,729 , . -

From the table above, it is noted that the concentration in commercial activity is 0%, which is lower than
the standard acceptable risk ratio of 50%. In the industrial sector, the concentration is 55.81%, which is
higher than the acceptable risk limit of 25%.
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4. The operational risk provision was calculated at IQD (96,092) thousand (ninety-six million and
ninety-two thousand dinars).

Thirteen: Overdue Debts

The balance of overdue debts amounted to IQD (112,038,267) thousand (one hundred and twelve billion,
thirty-eight million, two hundred and sixty-seven thousand dinars) after deducting provisions. The following
are the key observations for the fiscal year under review:

1. Overdue Debtors — Account 1691
Overdue credit facilities granted to customers totaled IQD (18,325,912) thousand (eighteen billion, three
hundred and twenty-five million, nine hundred and twelve thousand dinars). These loans were extended
between 2007 and 2012 against real estate collateral, bills of exchange, and personal guarantees.

2. Outstanding Accounts Receivable — Accounts 39/1691
Outstanding overdrawn current accounts amounted to 1QD (20,282,641) thousand (twenty billion, two
hundred and eighty-two million, six hundred and forty-one thousand dinars), most of which relate to
companies with delinquent debts.

3. Accounts Receivable from Companies and Individuals for Foreign Currency Sales — Account 1692
Debtor balances related to delinquent foreign currency sales amounted to 1QD (39,493,169) thousand
(thirty-nine billion, four hundred and ninety-three million, one hundred and sixty-nine thousand dinars).
These balances originated during 2010-2014 and were backed by guarantees, bonds, promissory notes, and
share issuances.

4. Debtors for Paid Letters of Guarantee — Account 1693
The total balance of letters of guarantee paid by the Bank on behalf of its customers reached 1QD
(21,301,271) thousand (twenty-one billion, three hundred and one million, two hundred and seventy-one
thousand dinars). These were secured by checks and bills of exchange.
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Total additions to fixed assets amounted to IQD (63,204,720), as follows:

1. Additions during the year to tools and molds: IQD (500,000).
2. Additions during the year to furniture: QD (62,704,720).
Total disposals during the year amounted to IQD (15,899,163,605), as follows:
1. An amount of IQD (448,000) was written off from the land account.
2. Anamount of IQD (386,073,935) was written off from deferred revenue expenditures.

Twelve: Provisions

These are funds set aside to offset certain or potential expenses or losses, as well as to cover the decrease in
the value of assets. The following is a statement of the provisions account:

Provisions Amount Relative Importance
Thousand Dinars

Accumulated Fixed Assets Depreciation Provision 10,656,682 9%
Exchange Rate Fluctuation Provision (5,318,286) (5%)
Credit Risk Provision 105,000,000 93%

Operational Risk Provision 465,154 0%

Tax Provision 1,535,023 1%
Total 112,338,573 100%

From the above statement, the following is observed:
1. The accumulated provision for fixed asset depreciation is presented in Statement No. (6-A).

2. There was no change in the exchange rate fluctuation provision account, which stood at 1QD
(5,318,286) thousand (five billion, three hundred and eighteen million, two hundred and eighty-six
thousand dinars). This resulted from the adoption of the official exchange rate of IQD 1,310 per
USD, approved by the Central Bank of Iraq, compared to the previous year’s rate of IQD 1,460 per
USD. Consequently, the provision reflected a negative balance, contrary to its accounting nature,
requiring adjustment.

3. The credit risk provision for the fiscal year under review amounted to IQD (105,000,000) thousand

(one hundred and five billion dinars), in line with International Financial Reporting Standard (IFRS)

9 — Financial Instruments, which emphasizes the recognition of expected credit losses. This provision
represented the highest share, accounting for 93% of the total provisions.
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8. The ratio of letters of guarantee to contingent credit was 42%, with collateral obtained (cheques and
bills of exchange) considered insufficient and weak.

Recommendations:

1. Strengthen risk management to protect the bank from potential defaults arising from customers’
failure to meet obligations.

2. Secure adequate and enforceable collateral that can be easily liquidated.

3. Enhance collection efforts to recover outstanding debts from debtors.

Eleven: Assets

1. The following statement shows the amount of assets and their materiality as of December 31, 2024,
and the difference from the previous year:

No. Account Name Current Year  Materiality  Previous Year  Materiality Change Amount  Importance

(Million IQD) % (Million IQD) % (Million IQD) %
1 Cash Balances 15,504 3 113,545 18 (98,041) 18%
2 Financial 33,759 6 38,435 6 (4,677) 6%
Investments
3 Net Islamic 31,744 6 32,514 5 (770) 5%
Financing
4 Fixed Assets 265,082 50 265,570 41 (489) 41%
5 Other Assets 185,081 35 190,405 30 (5,324) 30%
6 Projects Under 1,052 - 1,052 - - -
Execution
Total 532,222 100% 641,521 100% (109,301) 100%

From the table above, it is noted that cash assets represent only 3% of total assets, despite their importance,
whereas fixed assets account for 50% and debtors 35%. Accordingly, cash assets are considered the weakest
component of the balance sheet.

Fixed Assets:
1. The book value of fixed assets as of December 31, 2024, amounted to IQD (265,081,059) thousand,

compared to IQD (265,569,634) thousand in the previous year. The following explains the changes
that occurred:
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The contingent financing for the largest 20 contingent credits (letters of guarantee) amounted to IQD
(26,184,019) thousand and does not exceed the acceptable risk limit of 10% of capital and sound
reserves.

The following table shows ratios and indicators specific to credit risk.

No. Details Actual Ratio | Standard Ratio
1 Ratio of the largest total (20) cash financing to total credit 33% 15%
2 Ratio of cash credit to capital and sound reserves 39% 400%
3 Ratio of cash credit to total assets 22% 30%
4 Ratio of non-performing credit to total cash credit 79% 80%
5 Ratio of performing debts to capital and reserves 30% 30%
6 Ratio of cash credit to deposits 75% 80%
7 Ratio of contingent credit to capital and reserves 11% 90%
8 Ratio of letter of guarantee collateral to contingent credit 42% 50%

From the above statement, the following is observed:

1.

The ratio of the 20 top cash financings to total cash credit reached 33%, exceeding the regulatory
limit of 15%. These financings date back to previous years, with relatively low repayments and weak
collateral coverage.

The ratio of contingent credit to capital and sound reserves was 39%, below the acceptable limit,
reflecting the decline in cash financing and the bank’s currently limited operations.

The ratio of contingent credit to total assets stood at 22%, below the standard 30%, due to weak
banking activity in the current year.

The ratio of non-performing credit to total cash credit was 79%, a high level resulting from customers’
failure to meet obligations and delays in judicial and enforcement procedures.

The ratio of productive debt to capital and reserves reached 30%, also considered high, due to non-
payment of receivables.

The ratio of cash credit to deposits was 75%, which remains within the risk tolerance limits despite
customer deposit withdrawals.

The ratio of contingent credit to capital and sound reserves was 11%, well below the Central Bank’s
acceptable limit of 90%.
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Tenth - Indicators Measuring the Bank's Performance Efficiency

Details Actual Ratio Standard Acceptable Ratio |
Ratio of the Top 20 Depositors to Total Deposits 32% 20% ‘

The sanctions imposed on the bank created reputational risks and led to depositors withdrawing funds,
resulting in a decrease in deposit amounts.

Details | Actual Ratio Standard Acceptable Ratio
Ratio of Fixed Assets to Capital and Sound 71% 20%
Reserves
Total Letters of Guarantee Insurance Coverage Ratio
42,634,266 17,891,686 42%

Credit Rating and Portfolio Calculation

Credit Rating Balance Portfolio Ratio Provision Provision Rate
Thousand Dinars Required
Thousand Dinars
Good 31,744,489 21.2% 634,889 2.0%
Loss 117,914,974 78.8% 117,914,974 100.0%
Total 149,659,463 100% 118,549,863

From the above statement, we clarify the following:

» The actual provision for credit risk amounts to (105,000,000,000 dinars) one hundred and five billion
dinars,
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Eighth: Cash Credit to the Top (20) Customers

The cash credit facilities granted to the Bank’s top 20 customers were reviewed. The total amount granted
stood at IQD (58,559,106) thousand, while the outstanding balance was 1QD (48,968,502) thousand. It
should be noted that all of these facilities have been overdue for several years, with some dating back as far
as 2007. The Bank, in coordination with the Legal Department, continues to pursue recovery through legal
action and the filing of lawsuits.

Ninth: Contingent Credit
The following is a statement of the amounts and purposes of letters of guarantee:

Letters of Guarantee for Current Year Previous Year Difference
2024 2023
Thousand Dinars Thousand Dinars
Bidding - 143,570 (143,570)
Performance Guarantee 27,742,008 37,217,306 (37,189,564)
Other Purposes 14,892 258 18,147,535 (18,132,643)
Total 42 634,266 55,508,411 (55,465,777)
Insurance 17,891,686 18,077,5'93 (18,059,702)
Net Liabilities with the Bank 24,742,580 37,430,818 (37,430,818)
Insurance Coverage Ratio 42% 32%

From the above statement, the following is observed:

1. Letters of guarantee totaled 1QD (17,891,686) thousand, while total contingent credit stood at IQD
(42,634,266) thousand. Accordingly, letters of guarantee represented 42% of contingent credit.

2. The ratio of contingent credit to capital and sound reserves was 11%, which is below the acceptable
threshold set by the Central Bank of Traq’s regulations.

3. The contingent credit granted to the 20 largest customers, for whom letters of guarantee amounting
to IQD (26,184,019) thousand were issued, was reviewed. These facilities are secured by various
types of collateral, including real estate mortgages, deeds, bills of exchange, and personal guarantees.
Each facility complies with the requirement that no single financing shall exceed 10% of capital and
sound reserves. The Bank’s management continues to monitor these exposures closely.
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Seventh: Islamic Financing
The following is a statement of Islamic financing for the year 2024 compared to the previous year 2023:

Statement Current Year Previous Year Difference
Thousand Dinars Thousand Dinars
Short-term medium-sized projects 1,040,014 1,118,063 (78,049)
Short-term Murabaha 23,779,596 23,901,523 (121,927)
Commercial Murabaha for individuals 6,924,877 7,493,919 (569,042)
Total ' 31,744,489 32,513,506 (769,018)

From the above statement, we note the following:
1. Islamic financing through Murabaha as of 31 December 2024 amounted to IQD (31,744,489)
thousand, representing a decrease of IQD (769,018) thousand compared to the previous year’s
balance of IQD (32,513,506) thousand.

2. The ratio of Islamic financing to deposits reached 60%, which remains within the limit set by the
Central Bank of Iraq (75%).
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6. Based on letter No. (3195) from the Iraqi Depository Center dated December 4, 2023: The above
shares are reserved for several entities. Karrada Execution Directorate has issued a notice of seizure
against them, and the bank has been notified of this. They cannot be disposed of by the bank.

The following statement shows the change in the fair market value reserve account for investments at the
beginning of the period compared to the end of the year.

Date Fair Market Value
Dinars
January 1, 2024 20,393,633,996
December 31, 2024 15,716,870,315
Difference 4,676,763,681

The fair market value of the bank's shares has decreased by an amount of (4,676,763,681 dinars) (four billion,
six hundred and seventy-six million, seven hundred and sixty-three thousand, six hundred and eighty-one
dinars). The following table illustrates market risk indicators.

No. Details Actual Ratio | Standard Ratio | Difference
Ratio of investments to capital and sound reserves 9% 15% -6%
2 | Ratio of investments to total assets _ 5% I 10% | 5%

« The ratio of investments to capital and reserves is (9%), and the ratio of investments to total assets is
(5%). Both ratios are lower than the normal limits due to the decline in stock prices and the deficit in
the investment portfolio shares. Accordingly, the prices of the shares of the invested companies have
declined in the market and have not achieved profits. Furthermore, the shares are being seized by
creditors. We recommend that efforts be made to lift the seizure on the investments.
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3. The liquidation procedures for the Beirut branch are still in progress and currently involve obtaining

final clearance from the Social Security Department of the Ministry of Finance (Income Tax
Directorate) in relation to the cessation of the bank’s operations as of 3 July 2019.

The total investment balance decreased by 1QD (4,676,763) thousand compared to the previous year.
This decrease is attributed to the decline in the fair value reserve of financial assets available for sale,
which stood at IQD (15,716,870) thousand in 2024 compared with IQD (20,393,633) thousand in
the prior year. The decline of IQD (4,676,763) thousand resulted from falling stock prices on the Iraq
Stock Exchange.

The bank’s investments in shares of companies, other banks, and financial institutions represent 6%
of capital and reserves. This percentage remains within the permissible limit of 20% as stipulated
under the Banking Law No. 92 of 2004.

The following statement shows the fair value of the bank’s investments compared to the market value of

No.
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shares for each company as of 31/12/2024:

Company Name Share Capital Fair Value Share Ownership
(IQD ‘000) 31/12/2024 (IQD Price %
‘000) (1IQD)
Al-Ma'moura Real Estate Investments, a 22,780,000 20,405,282 6.75 1.2%
private joint stock company
Carton Industry 7,590,000 3,660 1.83 0.0008%
Al-Tamour, a private joint stock company 17,250,000 250,338 3.30 0.03%
Baghdad Soft Drinks, a private joint stock 177,333,333 353,580 4.26 0.033%
company
Al-Hamra Insurance 25,000,000 452,275 0.76 0.23%
Electronics/ mixed joint stock company 18,000,000 1,242,500 1.75 0.284%
Light Industries/ mixed joint stock company 16,800,000 561,350 1.09 0.206%
Baghdad Packing Materials, a private joint 1,080,000 163,872 2.90 0.02%
stock company
Iraq Transport & Shipping, a private joint 14,000,000 3,109 1.99 0.0006%
stock company
Chemical & Plastic Industries/ mixed joint 15,187,500 827 2.32 0.0001%
stock company
Rehab Karbala Investment and General 7,500,000 446,413 0.75 0.23%
Contracting Company, a private joint stock
company
Khaymat Al-Ayyam Financial Investment 1,000,000 87,420 0.62 0.05%

Total Fair Value of Investments: IQD 23,970,626 thousand
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Sixth: Investments

» The total balance of investments classified as financial assets available for sale at fair value amounted
to IQD (33,758,789) thousand (thirty-three billion, seven hundred fifty-eight million, seven hundred
eighty-nine thousand dinars) as of 31 December 2024, compared with 10D (38,435,552) thousand
(thirty-eight billion, four hundred thirty-five million, five hundred fifty-two thousand dinars) in the
previous year. The following table presents the details of financial assets available for sale at fair
value for the current year compared with the previous year:

Statement of Financial Assets Available for Sale at Fair Value

Account Name Cost in Dinars Cost in Dinars Difference
2024 2023 Thousand Dinars
| Thousand Dinars Thousand Dinars
| Long-Term Investments '
i Beirut Branch 9,788,163 9,788,163 -
| Awvailable for-Sale Financial Assets at Fair 23,970,626 28,647,389 (4,676,763)
!_ Value
! Total 33,758,789 38,435,552 (4,676,763)

From the above statement, the following is observed:

1. Foreign Investments — Beirut Branch: The Beirut branch of Al-Ataa Islamic Bank for Investment
and Finance (C.L.P.), formerly operating under the name Al-Bilad Islamic Bank for Investment and
Finance, was registered in the Beirut Commercial Register under number (12689). Following the
bank’s inclusion on the OFAC sanctions list, the Central Bank of Iraq, pursuant to Letter No.
15595/3/9 dated 15 July 2018, ordered the closure of the branch. Subsequently, the Central Bank of
Lebanon issued Decision No. 13078 dated 3 July 2019, removing Al-Bilad Islamic Bank (the former
name of Al-Ataa Islamic Bank) from the list of licensed banks in Lebanon. A liquidator was
appointed for the branch under Administrative Order No. 3764/6/9 dated 9 September 2019 to
oversee the liquidation process. As of 31 December 2024, no changes have been recorded in the
Beirut branch’s foreign investment balance, as the required accounting adjustments remain pending
completion of the liquidation.

2. Based on the Central Bank of Iraq’s Letter No. 11094/3/9 dated 15 July 2015; the Beirut branch
accounts are not consolidated with the bank’s financial statements. Instead, the branch’s profits and
losses are recognized separately and recorded at the end of each fiscal year.
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Fifth: Capital Adequacy Ratio

» Thisratio determines the relationship between a bank's capital and the risks associated with its assets.
It is expressed as a percentage of risk-weighted assets. This ratio is a tool for measuring the bank's
solvency and ability to meet its obligations and address any future losses. Every bank must maintain
a capital adequacy ratio of no less than 12% and no more than 50% of the bank's core capital. It is
measured by the ratio of capital to risk-weighted assets and current liabilities.

This ratio results from dividing:

(Core Capital + Supplementary Capital) + (Net Risk-weighted Assets on and off the Balance Sheet + Market
Risk) *%

The following is the capital adequacy ratio as of December 31, 2024:

Statement Actual Ratio Minimum and Acceptable Limit Ratio for the Previous
According to the Central Bank of Year
Traq's Instructions
Capital Adequacy Ratio 81% -12% 76%

The capital adequacy ratio is considered 81% is acceptable according to the Central Bank of Iraq's
instructions and reflects the bank's ability to accept risks. This enables the bank to ensure the safety of
depositors' funds and address future risks.
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This shortfall is primarily due to significant customer deposit withdrawals. As a result, the bank is
experiencing a decline in cash liquidity, difficulties in meeting short-term obligations, and reduced banking
activity, exacerbated by the impact of international sanctions.

2. Net Stable Funding Ratio (NSFR)

Banks are required to maintain a ratio of no less than 100% of total available funding to total required
funding. This ensures that available funds, whether derived from equity, deposits, or other liabilities, are
sufficient to cover financing, investments, and off-balance sheet commitments. The bank’s NSFR stood at
92%, reflecting a significant decline below the regulatory threshold. The drop is attributed to the bank’s
inclusion on the OFAC international sanctions list and the imposition of guardianship, which eroded
customer confidence, leading to reduced deposits and increased withdrawals.

3. Legal Liquidity Ratio (LR)

This ratio represents the acceptable limits of risk tolerance. The regulatory standard is 20%, whereas the
bank’s actual ratio was 5%. Such a low ratio indicates the bank’s inability to meet its obligations and
highlights the urgent need to strengthen liquidity. Recommendation: Develop and implement a corrective
plan to improve liquidity and mitigate potential losses from fines imposed when liquidity falls below the
required threshold.

4. Ratio of Cash Balances to Total Assets

The actual ratio of cash balances to total assets was 2.2%, compared with the standard benchmark of 15%.
This low percentage indicates vulnerability to a potential liquidity crisis, as the bank may not be able to meet
short-term obligations. Raising this ratio is essential to ensure financial stability and safeguard the bank
against liquidity risk.

Details Actual Ratio Standard Acceptable Ratio
Cash Balances to Total Assets Ratio 2.2% 15%
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4. A decrease in the cash balance at foreign banks by IQD (97,595,000) thousand (ninety-seven billion,
five hundred and ninety-five million dinars) was recorded.

Cash at foreign banks: The cash balance at foreign banks amounted to 1QD (216,081) thousand (two
hundred and sixteen million, eighty-one thousand dinars), compared with IQD (97,811,081) thousand in
the previous year. It is noted that the amount recorded in the previous year was added to the “cash in transit”
account based on Fransabank’s request to return the funds paid during 2016 and 2017 to enhance the balance
for the purpose of executing transfers and documentary credits. However, Fransabank did not implement
this request. This was confirmed by the Central Bank’s report issued under letter No. 638/73/9 dated 29
March 2019, addressed to the guardian of Al-Bilad Islamic Bank. Accordingly, Al-Ataa Islamic Bank filed
lawsuit No. 152/Commercial /2021 with Baghdad Al-Russafa Federal Court of Appeal against Fransabank,
demanding the return of the amount. The Lawsuit has not been resolved as of the date of preparing this
report. Since the lawsuit remains pending and no cash has been recovered, a settlement entry was made in
the current year to remove the amount from the cash account.

Fourth: Liquidity Ratio

Liquidity ratio: The liquidity ratio for this year, compared to previous ratios, is as follows:

No. Details Current Year | Pervious Yaear Standard Difference
2024 2023 Ratio

1 Liquidity Coverage Ratio (LCR) 25% 100% 100% (75%)

2 Net Stable Funding Ratio (NSFR) 92% 101% 100% (8%)

3 Statutory Liquidity Ratio 5.18% 19.6% 20% (14%)

4 Cash to Total Assets Ratio 2.2% 2% 10% 7.8%

++ From the above statement, the following is observed:

1. Liquidity Coverage Ratio (LCR)

The Liquidity Coverage Ratio (LCR) measures the bank’s ability to manage and mitigate short-term
liquidity risks. It is calculated by dividing liquid assets by total cash outflows, and banks are required to
maintain the ratio at no less than 100%. The above statement indicates that the LCR is 25% below the
required threshold of 100%.
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two hundred and fifty-eight million, eight hundred and fifty-three thousand dinars. The primary reason for
this decrease was the decline in revenues from contingent credit commissions.

Third: Cash

The following statement shows the balances of the cash account as of 31/12/2024:

Account Name 2024 2023 Change Amount
(Thousand Dinars) (Thousand Dinars) (Thousand Dinars)
Cash on hand 17,388 465,181 (447,793)
Advances 23 238 (215)
Cash at Local Banks 2,580,042 2,580,042 0
Deposits at Central Bank 12,690,755 12,688,240 2,515
Cash at Foreign Banks 216,081 97,811,081 (97,595,000)
Total 15,504,289 113,544,782 (98,040,493)

From the above statement, the following is noted:

A. The total cash balance as of 31 December 2024 amounted to IQD (15,504,289) thousand (fifteen billion,
five hundred and four million, two hundred and eighty-nine thousand dinars), compared with 1QD
(113,544,782) thousand (one hundred and thirteen billion, five hundred and forty-four million, seven
hundred and eighty-two thousand dinars) in 2023. This represents a decrease of IQD (98,040,493) thousand
(ninety-eight billion, forty million, four hundred and ninety-three thousand dinars). The decline in the cash
balance is attributed to the following:

1. The cash held in the bank’s treasury decreased by IQD (448,009) thousand (four hundred and forty-
eight million, nine thousand dinars), reaching IQD (17,411) thousand (seventeen million, four
hundred and eleven thousand dinars) in 2024 compared with IQD (465,419) thousand (four hundred
and sixty-five million, four hundred and nineteen thousand dinars) in 2023,

2. The cash balance at the Central Bank amounted to 1QD (12,690,755) thousand (twelve billion, six
hundred and ninety million, seven hundred and fifty-five thousand dinars) as of 31 December 2024,
compared with IQD (12,688,240) thousand (twelve billion, six hundred and eighty-eight million, two
hundred and forty thousand dinars) in the previous year. This represents an increase of IQD (2,515)
thousand (two million, five hundred and fifteen thousand dinars).

3. The exchange rate was set at [QD 1,310 per US dollar.

ns Center

license No. 272 &y

2024 wqulpail



https://www.pdf-xchange.com/product/pdf-xchange-editor
https://www.pdf-xchange.com/product/pdf-xchange-editor

“Al-Ataa Islamic Bank

1. Revenues:

* Total net revenues amounted to (6,705,230 thousand dinars) six billion seven hundred and five
million two hundred and thirty thousand dinars.
* The following table shows the sources of revenues during the fiscal year:

No. Account Name Current Year Materiality Previous Year Difference Percentage
Thousand Thousand Change
Dinars Dinars
1 Revenues and Returns 28,197 0.42% 21,048 7,149 %34
from Direct and
Investment Facilities
2 Revenues and 6,561,956 97.86% 25,374,077 (18,812,121) (%74)
Commissions from
Contingent Credit
3 Revenues from Other 42,305 0.63% 77,093 (34,788) (45%)
Banking Activities
4 Revenues from Foreign 64,735 0.97% 58,848 5,887 (%10)
Currency Revaluation
5 Other Revenues 8,037 0.12% 1,103,756 (1,095,719) (%99)
Total 6,705,230 100% 26,634,822 (19,929,592)

From the above statement, the following observations are made:

e Revenues from contingent credit commissions amounted to IQD (6,561,956) thousand, representing
97% of total revenues. These revenues resulted from a settlement entry related to unrecognized
revenues for the years 2017-2022, which were recorded in the current year. Accordingly, they do not

represent revenues {rom current operations, but rather from prior years.

e Revenues from foreign currency revaluation amounted to IQD (64,735) thousand, arising from a
settlement entry due to changes in exchange rates.

2. Net total expenses reached IQD (6,474,882) thousand — six billion, four hundred and seventy-four
million, eight hundred and eighty-two thousand dinars.

3. For the fiscal year ending 31 December 2024, the activity resulted in a net profit before tax, as summarized

below:

4. The surplus before tax amounted to IQD (230,348) thousand — two hundred and thirty million, three
hundred and forty-eight thousand dinars — compared with a surplus of IQD (8,489,201) thousand — eight
billion, four hundred and eighty-nine million, two hundred and one thousand dinars — in the previous year.
This reflects a decline of IQD (8,258,853) thousand — eight billion,
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Second: Business Results

The following is an analysis of the statement of current operations for the current year compared to the
previous year, 2023, and the differences between them:

Account Name Statement Current Year Previous Year Difference Percentage
No. 2024 2023
Dinar Dinar

Income from Banking Operations

Revenues and Returns from Cash 14 28,197,400 21,048,468 7,148,932 %34
and Investment Facilities

Deduct Banking Operations 20 (753,482,066) (571,507,044) (181,975,022 %32
Expenses

Net Income and Returns from (725,284,666) (550,458,576) (174,826,090) %32
Cash and Investment Facilities

Revenues and Commissions from 15 6,561,956,436 25,374,077,866 (18,812,121,430) %74-
Contingent Credit

Other Banking Activities Income 17 42,304,670 77,093,058 (34,788,388) %A45-
Deduct Banking Operations Risk 21 (142,400,597) (10,006,452,905) | 9,864,052,308 2,99.
Fxpenses

Net Revenues and Commissions 6,461,860,509 15,444,718,019 (8,982,857,510) 0458-
from Contingent Credit and Other
Banking Activities

Add

Foreign Currency Sale and 18 64,735,315 58,848,870 5,886,445 %10
Purchase Income

Net Income from Banking 22 5,801,311,158 14,953,108,313 | (9,151,797,155) %61-
Operations

Salaries and Wages 23 (1,603,692,651) (1,632,461,374) 28,768,723 %02-
Administrative Expenses Ab (3,070,755,971) (2,896,579,387) (174,176,584) %6
Depreciation and Amortization (551,331,320) (784,675,803) 233,344,483 %,30-
Total Administrative Expenses and (5,225,779,942) (5,313,716,564) 87,936,622 %2-
Amortizations

Net Income from Current 575,531,216 9,639,391,749 | (9,063,860,533) %,94-
Operations (Regular)

Add Income from Non-Current 19 8,036,880 1,103,756,886 (1,095,720,006) 9%99-
Operations / Other Income

Deduct Expenses from Non- 25 (353,219,536) (2,253,946,673) 1,900,727,137 %84-
Current Operations / Other

Expenses

Net Income Before Tax 230,348,560 8,489,201,962 (8,258,853,402) %97-
Deduct Income Tax 26 (35,023,974) (1,107,973,572) 1,072,949,598 %97-
Net Profit for the Year After Tax 195,324,586 7,381,228,390 (7,185,903,804) %97-
Basic and Diluted Earnings (Loss) 13 0.000781 0.029000 (0.028219) %97-
Per Share
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This is due to the difference in the foreign currency exchange rate, which increased from 1,190 dinars
per dollar to 1,460 dinars per dollar, based on the Central Bank of Iraq's letter No. 382/2/9 dated
20/12/2020, and then the decrease in the exchange rate from (1,460) dinars per dollar to (1,320)
dinars per dollar, based on the Central Bank's letter No. 868/11/5 dated 08/02/2023. These
differences were addressed in the provision, resulting in a negative result.
We recommend addressing this and making a settlement, as this account cannot remain in
violation of its nature.

* A credit risk provision of (105,000,000,000 dinars) one hundred and five billion dinars has been
allocated.

* An amount of (465,154,104 dinars) four hundred and sixty-five million, one hundred and fifty-four
thousand, one hundred and four dinars has been added as an operational risk provision.

Application of International Accounting Standards:

1. For Islamic financing instruments, the applicable controls have been implemented in accordance
with the standards of the Accounting and Auditing Organization for Islamic Financial Institutions
(AAOIFI), as referenced in the Central Bank of Iraq’s Letter No. 289/3/9 dated 01/08/2018.

2. International Accounting Standard (IAS) 36 — Impairment of Assets — has not been applied. The
bank’s management has continued to record property, buildings, and equipment at historical cost,
rather than adopting fair value for measurement and presentation.

3. A methodology for applying International Financial Reporting Standard (IFRS) 9 — Financial
Instruments — has been developed to calculate provisions for expected credit losses related to Islamic
financing, in line with the Central Bank of Iraq’s directives stated in Letter No. 466/6/9 dated 26
December 2018.
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Basis of Opinion:

The audit and review process were conducted in accordance with the standards issued by the Accounting
and Auditing Organization for Islamic Financial Institutions (AAOIFI), International Accounting and
Financial Reporting Standards, and the Auditing Standards issued by the International Federation of
Accountants. After performing the investigation, evaluating the internal control system, and verifying the
integrity of the administrative and accounting control procedures, we adhered to the rules of professional
and ethical conduct, maintaining independence and impartiality. We also ensured that the evidence
obtained was sufficient and appropriate to provide a sound basis for expressing our opinion. Below, we list
the most important clarifications and observations:

First: Application of International Accounting and Financial Reporting Standards

The bank's financial statements for the fiscal year covered by this report were prepared in accordance with
International Financial Reporting Standards (IFRS) and Islamic Financial Accounting Standards
(AAOIFI), as well as the directives and instructions issued by the Central Bank of Iraq. Specifically, the
methodology for applying IFRS No. 9 (Financial Instruments) was developed to calculate the provision for
expected credit losses for Islamic financing, in accordance with the directives issued by the Central Bank of
Iraq in Letter No. 466/6/9 dated December 26, 2018. The methodology is outlined as follows:

Statement No. 1

Accounting Account Name Current Year Amount  Previous Year Amount
Code No. 2024 2023
2252 Exchange rate fluctuation provision (5,318,286,365) (5,318,286,365)
2254 Credit risk provision 105,000,000,000 105,000,000,000
Operational risk provision 465,154,104 96,092,684
Total 100,146,867,739 99,777,806,319

From the above statement, the following observations are noted:

» No change occurred in the provision for exchange rate fluctuations due to the absence of actual
exchange rate fluctuations during the fiscal year covered by the report.

It is noted that the provision for foreign exchange fluctuations is negative, contrary to its accounting
nature, amounting to (5,318,286,365) dinars (five billion, three hundred and eighteen million, two
hundred and eighty-six thousand, three hundred and sixty-five dinars).
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To: The Shareholders of Al-Ataa Islamic Bank
Independent Auditors' Report on the Financial Statements of Al-Ataa Islamic Bank for the Fiscal Year
Ended 31/12/2024

We have audited the attached financial statements of Al-Ataa Islamic Bank, which consist of the statement
of financial position as of December 31, 2024, the income statement, comprehensive income, statement of
changes in equity, and statement of cash flows for the year ended on that date, and the annual management
report of the bank prepared in accordance with the provisions of the Companies Law No. (21) of 1997 and
its amendments, the Banking Law No. (94) of 2004, the Islamic Banking Law No. (43) of 2015, and other
applicable regulations and instructions.

Responsibility of the Bank’s Management:

The Bank’s management is responsible for preparing these financial statements and presenting them fairly
in accordance with international financial reporting standards. Additionally, management is responsible for
establishing and maintaining an internal control system to ensure that the financial statements are free from
material misstatement, whether due to error, fraud, or manipulation. This responsibility also includes
selecting and applying appropriate accounting policies and making reasonable accounting estimates.

Auditors' Responsibility:

Our responsibility is to express an unbiased technical opinion on the financial statements submitted to us
based on our audit. We conducted the audit in accordance with International Financial Reporting and
Accounting Standards and auditing guidelines, which require adherence to the rules of professional conduct
and the planning and performance of audit work on a test basis to obtain reasonable assurance that the
financial statements are free from material misstatements. The audit includes performing procedures to
obtain evidence supporting the amounts and statement in the financial statements, as well as evaluating the
appropriateness of the accounting policies applied and the reasonableness of the accounting estimates made
by management. Additionally, it involves evaluating the overall presentation of the financial statements.
Accordingly, the auditor's responsibility is to ensure that the audit procedures were carried out in accordance
with International Auditing Standards, with the aim of obtaining acceptable assurance that the financial
statements are free from material misstatements and distortions. We then issue a report providing
explanations, observations, and a statement of the unbiased professional opinion. The audit evidence we
obtained is sufficient and appropriate to provide a reasonable basis for expressing our opinion.
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