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In the Name of Allah, the Most Gracious, the Most Merciful

Union Bank of Iraq (Private Shareholding Company) Baghdad

Report of Board of Directors about the activity of the Bank for the financial year ending
on 31/December/2014

Below is the report of your Bank’s Board of Directors (BOD) on the Bank’s activity for the
Financialyear ending on 31/12/2014, according to the provisions of Articles 117 and
134/Companies Law No. 21 for 1997, as Amended, the Uniform Accounting System for Banks
and Insurance Companies and the provisions of the Banks Law No. 94 for 2004.

First. Summary on the Bank’s incorporation

1- The Union Bank of Iraq is incorporated as a shareholding company with a capital of ID two
billion according to the incorporation certificate No. 9321 on 23/9/2002 issued by the
Companies Registration Department, and obtained the banking business license according
to the letter of the Central Bank of Irag No. 9/3/340 on 9/3/2004. It started business on
19/4/2004.

2- Developments on its paid capital:

The table below shows the development of the Bank’s capital from 2007 to 2014:

Year 2014 | 2013 | 2012 | 2011 | 2010 | 2009 | 2008 | 2007 |

Capital/ID Billion 252 162 100 59.8 50 50 25 16

3- Bank's Objectives: The Bank attempts at realizing the following:

a- Mobilizing the national savings and employing the same in the various investment activities
according to the provisions of Article 27/Banks Law/No. 94 for 2004 and participation in
advancing the developmental march of our country according to the framework of the State’s
general policy.

b- Creating higher profit to the shareholders.

c- Retaining the distinguished position of the Bank between other domestic banks working in or
outside Iraq in the field of offering better banking services.

Second. Titles of shares of the Union Bank of Irag Co.

The Union Bank of Iraq (Private Shareholding Company) is considered a conservative bank in
doing its business. Therefore, investment in its shares rise tranquility well with the investor due
to the stability of its financial position and the good




Reputation which it has built since the establishment up to now, the following schedule clarifies the
development of equity from the year 2010 up to 2014:

Schedule of comparisons of shareholders’ equity for the five years

Details 31/12/2014 31/12/2013 31/12/2012 31/12/2011 31/12/2010
Million Dinars | Million Dinars Million Dinars Million Dinars Million Dinars

Nominal capital 252000 152000 100000 59800 50000
Paid capital 252000 152000 100000 59800 5000
General reserve 8 8 8 8 8
Compulsory reserve 4706 3993 1842 945 754
Expansion reserve 4900 3500 3500 1500 000
Shares of shareholders' 10076 55924 15055 2153 9817
from the profits
Total shareholders' 271690 215425 120405 64406 60579
equity
No. of shares 252000 152000 100000 59800 , 50000
Share value / Dinars 1.078 1.417 1.204 1.077 | 1212

Third: The Branches of the Bank:

1- The Bank have Six branches at the time being , and shall be opened other branches in Baghdad and
governorate during the year 2015, aim to service the customers of the bank and the national

economy.

Name of Branch

Address

Main branch Property of the Bank Baghdad-Al-Karrada kharij — Junction
Al-Masbah
Erbil branch Property of the Bank Erbil — Braity — 40" street

Al-Basrah branch

Property of the Bank

Al-Basrah — 14 / Tamouz street

Karbala Branch

Renting

Karbala — Hay Al-Tarbiya

Al-Najaf Branch

Property of the Bank

Al-Najaf — Hay Al-Ulamaa—Opposite

Al-Nafaq Al-Jadid

Al-Nasiriya Branch

Property of the Bank

Al-Nasiriya — Al-Haboubi




1- Below is the results of the branches’ activities during the year:

Revenues Expenses Profit
Branch ID thousand ID tgousand ID thousand ROIGS
Includes the
Main Branch 83087969 67837995 15249974 Headquarters &
the Main Branch
Erbil Branch 1824886 887398 937488
Al-Basrah Brach 2820916 1281292 1539624
Karbala Branch 373721 288293 85428 -
Al-Najaf Branch 912290 332635 579655
| Al-Nasiriya Branch 285477 42093 243384 -~
| Total 89305259 70669706 18635553

Fourth.

Correspondent banks

Your Bank continues to expand and diversify its foreign activity base through establishing
banking relations with several banks and expanding business with all its correspondent banks
with which it has banking arrangements. Below are the banks with which bilateral banking
relations were establishes:

Item Correspondent Bank Address
1- Fransabank Lebanon
2- Credit Lebanese Bank Lebanon
3- Intercontinental Lebanon
o Bank of Beirut Lebanon
5- BanqueduLiban Lebanon
6- Jordan Ahli Jordan
7- Housing Bank of Jordan Jordan
8- Arabic Institution Jordan
9- Investment Bank Jordan
10- Alubaf Bank Bahrain
11- Commertzbank Germany




Fifth. Most important indexes reflected in the balance sheet’s figures:

A. Assets

Total assets for 2014 was ID 701334 (2013: ID 494335 million), with 42% growth rate above the
previous year, consist of the following:

1- Cash in hand and with banks

Total cash in hand and with foreign and domestic banks was ID 298251 (2013: ID 203568), with
growth rate of 47%, with 44% rate of total current assets of ID 680337 million, with a rate of 79
of total deposits and payable current accounts ID 375327 million, indicating a liquidity available
to the Bank to pay out its obligations.

2- Investments:

There was no change to the size of financial investments in its shareholdings in the private and
mixed companies from the ID 71 million of the previous year.

3- Cash credit:

Cash credit, including loans and advances granted, for 2014 totaled ID 352813 million (2013: ID
257067 million), with increase rate of 37%, considering the regulations approved by the
instructional bulletin issued by the Central Bank of Irag.

4- Promissory credit:

Balance of promissory credit, represented by the letters of guarantee and documentary credits,
after rebating its relevant securities, for 2014 totaled 1D 483522 million (2013: ID 476436
million), with increase rate of 1.5%. This is illustrated in the table below:

Statement 2014 Million 2013 Million Growth Percentage
Dinars Dinars %

Letters of guarantee 435631 392893 11%
Documentary credits 101405 152264 (33%)
Total 537036 545157 (1.5%)
Deduct from it
Deposits of letters of guarantee 44787 48128 (7%)
Deposits documentary credits 8727 20593 (58%) -
Total 53514 68721 (22%)
Commitment trust after 483522 476436 1.5%

deducting the deposits




3- Capital adequacy:

The rate of capital adequacy by the end of 2014, according to the outweighing table for the
balance sheet's items totaled 39%, knowing that the minimum limit approved according to the
Banks Law is 12% and according to Basel's decisions is 8%. This capital adequacy reflects the
extent of the Bank’s application of its liquidity to secure safety, profitability and good revenue.

4- Accounts payable:

The accounts payable by the end of 2014 totaled ID 42523 million (2013: ID 21623), with growth

rate of 97%.

Sixth. Total revenues and expenses and profit and loss

A. Revenues:

Revenues totaled ID 89303 Million; previously it was ID 106654 million, with decrease rate of
16%. This is illustrated in the statement below:

Revenues Amounts for 2014 Amounts for 2013 Growth
ID Relative ID Relative Percentage
million | significance | million | significance %

% % ‘
Banking operations 87580 98% 106471 100% (18%)
Revenues ‘

Services Activity Revenue 1699 2% 130 | 0 1207%
| Investment Revenues 11 0 27 0 (59%) l
Other Revenues 15 0 26 0 (42%) !
Total 89305 100% 106654 100% (16%) |

B. Expenses

Expenses for 2014, totaled ID 70669 million (2013: ID 53711 million), with growth rate of 32%,
where the expenses of banking operations totaled ID 50980 ID, previously it was ID 30830
million, this constitutes 72% of the total expenses, followed by conversion expenses which
totaled ID 11244. This increase is due to the increase in the credit allocation during the year by

ID 10513 million, other than the amount deducted from dividends of




9- Accounts receivable: The balance of accounts receivable, on 31/12/2014, before rebating
the allocation of bad debts, totaled ID 62120 million (2013: ID 35661 million), with growth

rate of 74%.
B. Liabilities:

1- Short-term financing sources

The balance of current accounts and deposits by the end of 2014 totaled ID 375327 million
(2013: ID 247364 million), with increase rate of 52%. Also, the balance of current accounts and

deposits represents 139% of the capital and reserves. As follows:

Account 2014 Million Relative 2013 Million Relative Growth
Dinars significance Dinars significance | Percentage %

Credited current 264330 70% 130594 53% 102%
accounts
Saving accounts 49283 12% 36433 15% 35%
Deposits accounts 6859 2% 8956 3% (23%)
Account of current 54855 15% 71381 29% (23%)
nature
Total 378327 100% 247364 100% 52%

2- Long term financing sources:

The Capital was amounted (252000 Million)Dinars, the reserves amounted to (19690 Million)Dinars, thus
the shareholders' equity amounted (271691 Million) Dinars after it was (215426 Million) Dinars, as

follows:
Type 2014 2013
Million Dinars Million Dinars

Capital 252000 152000
General reserve 8 8
Compulsory reserve 4707 3993
Expansion reserve 4900 3500 |
Accumulated surplus 10076 55924 |
Total reserves 19691 63425 |
Total shareholders' equity 2716691 215425 |




3000 Million Dinars, the administrative expenses amounted to (6452) Million Dinars after it was
(6132) Million Dinars; it is clarified in the following schedule:

Types of expenses | Amounts for year 2014 Amounts for year 2013 Growth
Million Relative Million Relative Percentage
Dinar | significance% | Dinar significance% %
Banking operations 50980 72% 30830 57% 65%
Expenses
Administrative 6453 9% 6132 11% 5%
expenses
Depreciation & 1166 2% 800 2% 46%
Amortizations B
Transferring expenses 11244 16% 14426 27% (22%)
Other expenses 826 1% 1523 3% (46%)
Total 70669 100% 53711 100% 32%
C. Net profit:

Dividends totaled ID 9151 million, representing 3.6% of the paid capital. It will be applied

according to the opinion of the shareholders assembly.

Seventh.

Development of banking activity

1- There was a clear change in the banking activity. It has doubled through 2014 around five
times above 2010. This illustrated in the statement below:

Comparison of the main figures stated in the balance sheet from 2010 to 2014

| Account 2014 2013 2012 2011 2010
Current Accounts and 275327 247364 427906 57149 42209
Deposits
Cash 298251 203568 361680 83748 50911
Cash Credit 352812 257067 155459 33167 39432
Profit capable for distribution 9151 40869 15038 4534 8755
Capital 252000 152000 100000 59800 50000 |
* Amounts in ID Million

——
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Eighth: Human Resources:

1. The number of employees in the bank on 31/12/2014 was amount (217 employees).

2. The salaries, wages and cash bonus for the year 31/12/2014 amounted of (2807 Million)
Dinars with the growth percentage (33%) comparing with the previous year amounted
(2117 Million Dinars).

3. The names and position titles of five bank employees who have earned the highest
income during the year:

Name Position title
Talal Ibrahim Rahoumi Managing Director
Khalidah Qasim Zaaori Assistant to Managing Director
Mohammed Abbas Juber | Director of Main Branch
Saad Abdulrazzaq Ali Director of Internal Control Department
Fadhil Hassan Tuama Director of Financial Accounts Department

4. Employees in the bank according the educational level:

Educational Level Number

Ph.D. Degree 2
Masters Degree 2
Bachelor Degree 70
Diploma 33
Under Secondary and they represent the guards 110
and the service employees

Total 217

5. Schedule by the position titles for the bank employees:

Position degree Number W
Managing Director 1
Assistant to Managing Director 2
Compliance observer 1
Director of Department 19
Assistant to Director of Department 12
Director of Branch 7
First supervisor 6
Clerk 15
Accountant 4
Programmer — Technology Information 8
Guard 16
Other 126
Total 217 _L
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Ninth: Evidences of the banking performance and the percentages of the financial

analysis:
Serial Evidences the banking Performance Year 2014 | Year 2013
% %
1 Liquidity percentage, cash / total deposits and current accounts 79 82
2 Operation percentages:
A- Percentage of cash credit / total deposits and current accounts 94 66
B-Percentage of capital adequacy. 39 32
C- Percentage of cash credit / capital and reserves 130 84
3 Percentages of the financial raise ratios
A/Total deposit and current accounts / capital and reserve 138 127
B/Capital and reserves / total liabilities 39 44
4 Percentages of activity costs
A/Total banking operations expenses / total deposits 13 12
B/ Total expenses / total revenues 79 50
C/ Net profit/ total revenues 20 50
5 Profitability percentage
' A/Total realized profits / paid capital 7 35
B/ Total realized profits / shareholders equity 6.8 25
C/Net profits, accumulated surplus / paid capital 3.6 38

Tenth:Detailed and Analytical Data:

1. Names of Chairman and Members of the Board of Directors and the Managing Director:

Name Location

Mr. Ali Muften Khafeef

Chairman of the Board of Directors

Mr. Mohammed Abdulhussein Jaafar

Deputy of Chairman

Mr. Talal Ibrahim Rahoumi / Managing Director Member
Mr. Ageel Muften Khafeef Member

Mrs. Sawsan Salih Hasan Member

Mr. Saeed Mohammed Hussein Member

Mr. Firas Sabeeh Juber Member

2. The sessions of the Board of Directors for the year 2014 amounted to (7 sessions).

3. The Chairman and the members of the Board of Directors did not receive any loans




5-The shareholders who own 5% percent or more from the capital:

Serial

Name

Mr. Ageel Muften Khafeef

Mr. Mohammed Muften Khafeef

Mrs. Sawsan Salih Hasan

Mr. Abbas Muften Khafeef

Mr. Ali Muften Khafeef

Mr. Mohammed Abdulhussein Jaafar

Mr. Mustafa Abbas Muften

Mr. Saeed Mohammed Hussein

©| o N O ;O & W N

Mrs. Maliah Abid Salman

8-The contracts which the bank had concluded during the year 2014:

Serial Name Type on Contract
1 ICBS Consulting Company Following up the banking system
7 EarthLink Company for Telecommunications Internet system \
3 Talia British Company for Satellites for Telecommunications systems for all |
Telecommunications branches internationally
o Swift International Company Foreign exchange system implementation |
5- | IBM Company ]

Payment system '

7- Amounts spent for the purpose of Publicity, Travel, Delegation and Hospitality

| Account Name 2014 2013 |

Thousand Dinars Thousand Dinars Il

Publicity and advertisement 92365 167392 J

Travel and delegation 145918 256787 ‘
Hospitality 25448 17135

10




8. Size of Import and Export:

The Bank did not conduct any operation for importing or exporting any goods during the year.
9. Bank’s Properties:

1) Headquarters and main branch's building, freehold.

2) The building of Erbil's branch, freehold.

3) Real-estate at Selman Fa'eq St. of 915 sq. m. area for the purpose of building the
headquarters and the main branch, freehold.

4) Al-Basrah branch building, freehold.
5) Al-Najaf branch building, freehold.
6) Al-Nasiriya branch building, freehold.

Eleventh. Policies, objectives and future plans:

The Bank is looking forward to expand the size of its works and realize ambitious growth rates
in the various banking activities. Accordingly, the objectives of our Bank for the next-coming
period are as follows:

1- To achieve sustained growth in the profitability to secure good revenue for out assets and for
the title rights.

2- Serious participation in achieving increase in the balances of the customer’s deposits and
the banking facilities, through offering distinguished services.

3- Achieving increase in revenues and rationalize expenditures.

4- To develop and redistribute the investment portfolio to participate in increasing Bank's
profits.

5- To consolidate and increase the growth resources through expanding banking business
geographically and open branches in all provinces within a plan set up for this purpose and
accord with the instructions of the Central Bank of Iraqg.

6- To reactivate the available fields of investment.

7- To access electronic banking, attempt at executing master card and mobile bank projects
and distribute ATMs at the current and future Bank’s branches.

8- To improve banking procedures according to the “Customer always right” principle, through
continuous banking awareness.

11




9- To continue adopting state-of-the-art electronic technologies in accounting field, print and
code checks and apply the programs available in the current ICBS accounting system

10-To increase the capital according to the instructions and directions of the Central Bank of
Irag.

Twelfth. Core changes and events following to the balance sheet’s date:

The bank has taken the necessary actions with respect to settlement of the notes mentioned in
the auditor’s report.

Thirteenth. Effect of price on the banking activity:

The Bank, according to the BOD decisions, sets up a pricelist for the banking transactions
which shall be amended from time to time according to the banking conditions and
developments prevailing in Irag, according to the instructions of the Central Bank

Fourteenth. Requirements of the Banks Law, Law of the Central Bank and other laws:

Below are clarifications on the requirements of the Law of the Central Bank based on its
decision No. 56 for 2004, Bank's Law No. 94 for 2004, Law of Anti-Money Laundering No. 93 for
2004 and the Companies Law No. 21 for 1997, as Amended:

1- Accounts checking committee was formed according to Article 24 of the Banks Law from the
BOD members and according to its decision.

2- The Bank'’s activity shall be executed through internal control regulations and system.
There's a division specializes in money laundering applies the instructions it receives from
the Central Bank.

3- The compliance watch verifies the extent to which the Bank complies with the requirements
of laws and regulations passed by the Central Bank. It forwards the reports to the BOD, in
addition to the quarterly reports it forwards to the Central Bank.

4- As to the instructional bulletin, since its issuance, our Bank attempts at applying it seriously
in consistency with the Bank’s condition and the instructions of the Central Bank of Iraq.

Fifteenth. Accounting policies:

The Bank works according to the Uniform Accounting System for banks and insurance
companies in registering, carrying forward, categorizing and classifying its account statements.
As well, the Bank since its incorporation, has applied the principle of maturity as a basis for its
accounting policy upon setting up the balance sheets. For the depreciations of assets, the Bank
adopted the straight line method, at 20% per year, for the fixed assets, except for the buildings
where the depreciations were calculated at 3%, in accordance with the Depreciation System
No. 9 for 1994,

12




Finally, we extend our thanks and appreciation to the shareholders and customers for their
support, to the Central Bank of Iraq for its keenness, following up and support, to the
Companies Registration Department, Securities Commission, Iraqi Stock Exchange and the
Iragi Banks League for their efforts and cooperation and to all the employees of our Bank for
their keenness on the continuity of the progress march in the Bank.

Regards,
Signed Signed Signed
Financial and Accounting Division Director Executive Manager BOD Chairman
Fadhil Hassan Tuama Talal Ibrahim Rahoumi Ali Muften Khafeef
Seal Seal
United Bank of Iraq P.S.C. United Bank of Iraq
Headquarters Headquarters
No.
Date:
Signed Seal

ADEL I. H. AL-SHAYBI& HIS PARTNERS Co.
Public Accountant and Auditor
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. Accounts Checking Committee Report

Messrs. Shareholders of the Union Bank of Iraq (Private Shareholding Company) -
Baghdad, respectfully

Greetings,

According to the provisions of Article 24/Banks Law No. 94 for 2004, we are pleased to present
to you our report on checking the accounts of 2014.

1- The Committee has developed a plan for checking the accounts, pursuant to which was
checked the accounting procedures of the various bank activities and the extent of its
compliance with the instructions of the Central Bank of Iraq, particularly with respect to
timely, accurately and transparently submitting the account statements, as required and the
extent of its compliance with the instructional bulletin on the credit and with the regulations
on money laundering, in addition to the credit and investment activities and following up the
default debt and its risk management. The committee confirms all the procedures taken by
the Bank in this respect and we recommend approving the same.

| 2- We have exercised our work beside the chartered accountant and auditor (Adel Ismail
Hasan Al-Shaybi and Partners Co.) throughout his course of work during 2014. Was
followed the process of settlement of all notes mentioned in the reports of the Central Bank
of Iraq on the results of the works of control and auditing conducting during the year.

3- The committee followed the notes of the internal control division and the method of
redressing the same, as well as having access to the report of the compliance watch.

4- Was reviewed the annual report of the BOD setup according to the requirements of the
provisions of the Companies Law No. 21 for 1977, as Amended, and the regulations and
instructions passed in its pursuance. Also, the committee had access to the auditor’s report
which referred to the Bank's activity in details and the soundness of all its shareholders. In
this respect, we confirm the soundness of all the procedures taken by the Bank to protect the
rights of its shareholders and that its performance during the year was credible and fruitful;
the final figures are good evidence thereof.

5- The great development in the Bank's works and activities, the expedition and accuracy of the
accounts results provided by the accounting system, efficiency of Bank’s employees and
keeping pace with the process of checking the accounting works by the auditor led to
expedite the Bank's setting up the accounts and submitting its final report.

Best Regards,

Signed
Ali Muften Khafeef
Chairman of Accounts Review Committee
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In the Name of Allah, the Most Compassionate, the Most Merciful

Adel Hasan Ismail Hasan Al-Shaybi and Partners Co. No. 690/12/2015
Public Accountant and Auditor / Joint Liability -Baghdad Baghdad on 25 May 2015
To / Messrs. Shareholders of the Union Bank of Iraq (Private Shareholding Company),
respectfully

Sub / Auditor’s Report

Greetings,

We would like to inform you that we have examined the financial statements of the Union Bank
of Iraq (Private Shareholding Company) as of 31/December/2014 according to the requirements
of the provisions of the Companies Law No. 21 for 1997, as Amended, and the regulations and
instructions passed in its pursuance, the Banks Law No. 94 for 2004, the recognized national
and international auditing standards and the rules and traditions approved in this field.

We have obtained the information and clarifications which, in our opinion, were necessary to
perform our task that we have conducted according to the legislations in force and the
recognized auditing procedures, which included the necessary examinations of the aspects of
the company’s activity within our specialty.

These accounts are set up by the management and express our view. Our task was confined to
auditing them according to the accounting and legal rules and principles, and the proper
presentation of the financial position and expressing the technical opinion thereon. We have the
following clarifications and note:

a- The procedures of increasing the Bank's capital from ID 152 million to 252 million were
completed according to the provisions of Clauses 1% and 2"%/Article 55 of the said
Companies Law, according to the letter of the Companies Registration
Department/Shareholding Companies No. 18252 on 8/July/2014.

b- The assets and liabilities were priced in foreign currency as of the date of the balance sheet
at ID 1166 per USD which is the price of currency auction of the Central Bank on
31/12/2014. While expenditures and revenues realized during the year in foreign currency
were priced in the prompt price on the date they emerged.

c- The Central Bank of Iraq stated, in the letter of the Directorate General of Accounts No. Ha'
Seen/11/7/1413 on 22/March/2015, that the Bank’s participation during October and
November 2014 in the currency window, according to the database available with it was
USD 15,910,000.
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d- Cash with the Central Bank of Iraq

- Below is a summary of the balances of current accounts with the Central Bank of Iraq:

 Details ID thousand UsD
Balances of the Central Bank with the Main Branch 195976041 12751924
Balances of the Central Bank with Erbil branch 12817095 231080
Balances of the Central Bank with Al-Basra Branch 109846 405
Total 208902982 12983409
To be added: payable outstanding amounts 313609 610000
To be rebated: receivable outstanding amounts (112197433) (2186655)

' Balance according to the statements of the Central 97019158 11406754

| Bank

e- Balance with foreign banks:

- We did not obtain confirmations of foreign banks on their account balances as of the date of
balance sheet. The balances of their statements received by the Bank were adopted.

Below is a summary of the result of conforming the current accounts with the foreign banks:

Statement usbD Euro
Balance according the to the Bank’s records 44458887 880887
To be added: Withdrawals shown in the records not shown in 90415063 333493

the banks statements
To be rebated: Withdrawals shown in the banks statements (131808984) (2501368)
not shown in the records

To be added: Deposits shown in the banks statements not 9982151 839864
shown in the records
To be rebated: Deposits shown in the records not shown in (8987052) (203786)
the banks statements
Balance according to the statements of foreign banks 4012032 (650910)

f- We did not obtain an analysis for the accounts of documentary credit securities as of
| 31/12/2014.

g- The cost of investment portfolio totaled ID 71,078 thousand, while its market value totaled ID
96,753 1D, knowing that the Bank had previously calculated the allocations of decline in the
value of investments at ID 4,407,718.

h- Cash credit:

- The size of cash credit totaled ID 331866 million as of 31/12/2014, distributed over 316
customers. This is illustrated in following statement:
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Details Million Dinars Thousand Total/ equivalent Relative
Dollars by Dinars significance
No. | Amount | No. | Amount | No. Million
dinars

Less than 100 215 5854 16 599 231 6552 2%
Million Dinars
From 100 Million — 36 8399 17 4773 53 13964 4% ‘
500 Million ]
From 500 Million - 17 | 11723 4 3336 | 21 15613 5% ]
1Billion Dinar |
From1Billion Dinar — 34 67130 20 42018 54 116123 35%
5 Billion Dinar
From 5 Billion Dinar 10 75546 5 30881 15 111553 34% _
— 10Billion Dinar
More than 10 Billion | 4 53800 1 12230 | 5 68061 20% g
Dinar
Total 316 | 222452 63 93837 | 379 331866 | 100%

- In addition, the balance of the shipping document’s account for the private sector’'s imports /
companies and associations totaled debit of ID 20947 million.

The rate of revenues of interests calculated on cash credit granted during the year totaled
3.86%, previous year 4.39%.

- Securities on loans, current accounts receivable and outgoing letters of guarantee were
inadequate.

i- The amount of ID 5005 million shown in the accounts receivable private sector and
associations consists of ID 5000 million as the value of unreal checks. The remaining USD
4752 as correspondent bank commissions paid not collected until 31/12/2014.

j- We did not obtain confirmations of debtors and creditors on the correctness of their accounts
as of the date of the balance sheet, knowing that the Bank has requested such
confirmations.

k- The Bank records the interests of delinquent debts upon settlement or collection of the debt
amount. Thereby, the accounts do not contain the interests payable on the delinquent debts.

I- The balance of bad debts allocation totaled ID 32913 million as of 31/12/2014 representing
9% of the total banking credits granted and represented in the cash credit and receivable
accounts as delinquent debts and paid letters of guarantee, with 69% increase above the
2013's allocation. Knowing that the amount allocated for the credit is ID 42268 million.
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No case files were presented to us. The Bank stated that it has instituted sixteen cases,
which amounts exceeded ID 13 billion, their verdicts were rendered absolute. Six thereof
totaled ID 12 billion, on which enforcement orders were passed since February 2014. No
amount thereof is collected.

The rate of capital adequacy as of 31/December/2014, according to the statement submitted
to the Central Bank, was 39%.

According to what is stated in the Bank’s records and the information and clarifications given to

us:

1=

Computerized system used by the Bank was consistent with the bookkeeping system. It
included, in our assessment, entries of all the assets, liabilities, applications and resources
of the company. The internal control system included the necessary procedures that
guarantee the correctness and accuracy of these statements proportionally to the size of the
company activity.

The process of fixed and cash assets inventory was conducted properly, under our
supervision. They were according to the supporting records. These assets were assessed
according to the recognized rules and fundamentals that were adopted in the previous year.

The financial statements were set up according to the international accounting rules and
applicable legislations and were fully consistent with what is shown in the records and were
set up according to the Companies Law, as Amended, the Law of the Central Bank of Iraq,
the Banks Law and the regulations and instructions in force.

The Bank has taken sufficient actions on anti-money laundering or terrorism funding. These
actions are executed according to the regulations and directives passed by the Central Bank
of Iraq.

In our opinion, considering what is mentioned above and based on the information and
clarifications provided to us, the financial statements are consistent with the records, meet the
legal requirements and as much as they clearly and fairly express the financial position of the
company as of 31/December/2014 and its activities and cash flows for the then ended year.

Regards,

Signed
Hilal Basheer Dawood Hammo
Chartered Accountant and Auditor
Member of the Iragi Chartered Accountants Association
Seal
ADEL |. H. AL-SHAYBI& HIS PARTNERS Co.
Public Accountant and Auditor
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Union Bank of Iraq (Private Shareholding Company) — Baghdad

Balance Sheet as on 31/December/2014

Schedule | Accounting Account Name 2014 2013
No. Index No. Dinars Dinars

Assets
Current assets
Cash assets

1 18 Cash (on hand and | 298,251,097,142 203,567,976,888
with the banks). l \

2 15 Investments 66,670,073 66,370,073
Total cash assets 298,317,767,215 203,634,346,961

3 14 Cash credit / loans 352,812,853,924 257,067,401,893
and advances
payments

4 16 Debtors 29.207,009.198 16,261.426,402
Total current assets 680,337,630,337 476,963,175,256
Fixed assets

5 11 Fixed assets (Book [ 7,765,408,962 7,391,311,043
Value)

6 118 Deferred revenue 218,142,085 160,233,130
expenses

7 12 Projects under 13,013,228,096 9,820,478,860
implementation |
Total fixed assets 20,996,779,143 17,372,023,033
Total assets 701,334,409,480 494 335,198,289

13 19 debited reqular 636,050,492,595 501,408,963,804

contra accounts
Total

19
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Following the Balance Sheet as on 31/December/2014

Schedule | Accounting Account Name 2014 2013 |
No. Index No. Dinars Dinars |
Financing sources
Short _term Financing
sources
8 29 Current accounts and 375,327,075,452 247,363,813,609 ‘
deposits ,
9 26 Creditors 42,523,208,167 21,623,111,915
12 22 Allocations / income tax 11,793,578,169 9,922,656,785 |
Total short term 429,643,861,788 278,909,582,309
financing sources
Long term financing
sources
10 211 Paid capital 252,000,000,000 [ 152,000,000,000
11 214 Reserves 19,690,547,692 | 63,425,615,980 |
Total long term financing  271,690,547,692 215,425,615,980
sources -
Total financing sources 701,334,409,480 494,335,198,289
13 29 credited reqular contra  636,050,492,595 501,408,963,804
accounts -
Total 1,337,384,902,075 995,744,162,093
-Sgd.- -Sgd.- -Sgd.-

Ali Muften Khafeef
Chairman of Board of Directors

Talal Ibrahim Rahoumi
Managing Director

Fadhil Hassan Tuama
Director of Accounts

Subject to our report No. 690/12/2014date on 25/May/2014

Seal: Adel Ismail Hasan Al-Shaybi & Partners Company /Public Accountant & Auditor

.Sgd.-
Hilal Basheer Dawood Hammo
Chartered Accountant and Auditor
Member of the Iraqi Chartered Accountants Assoclaj;_@&
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Union Bank of Iraq (Private Shareholding Company) — Baghdad

Profits, Losses and Distribution for the financial year ending on

31/December/2014
* Schedule | Accounting Account Name 2014 2013
| No. Index No. Dinars Dinars
Revenues of current activity
14 44 Banking operations 87,679,917,873 106,470,945,152 |
revenues .
16 46 Investment revenues 11,064,599 27,149,695 |
Total revenues of current 87,590,982,472 106,498,094,847
activity
Deduct/expenses of current
activity
16 34-35 Banking operations 50,980,006,635 30,829,863,497 |
expenses
17 31-33 Administrative expenses 6,452,847,427 6,132,312,842
5&6 37 Depreciations & 1,166,056,918 799,718,172 |
Amortizations |
Total expenses of current 58,598,910,980 37,761,894,511
activity
Surplus of current 28,992,071,492 68,736,200,336
activity/first stage
Add-Transferring revenues
and others
18 43 Services activity revenues 1,699,692,297 130,040,613 |
18 49 Other revenues 14,684,022 26,035,771 |
Total transferring revenues  1,714,276,319 156,076,384
and others
Deduct/ transferring
expensesandothers
19 38 Transferring expenses 11,244,408,198 14,426,315,411
19 39 Other expenses 826,386,517 1,623,096,091 |
Total transferring and 12,070,794,715 15,949,411,502
others expenses
Surplus of current activity 18,635,553,096 52,942,865,218
distributed as following -
Allocation of Uncollectable 3,000,000,000 000
debts
214 Expansions reserve 1,400,000,000 000
214 Legal reserve according to 713,231,586 2,151,010,421
the companies law
224 Allocated Income tax 4,370,921,384 9,922,656,785
217 Accumulated surplus (profit  9,151,400,126 40,869,198,012

capable for distribution)
Total

18,635,553,096

52,942,865,218




Union Bank of Iraq (Private Shareholding Company) — Baghdad

Schedule of Cash flow for the financial year ending on 31/December/2014

Details ] Dinars [ Dinars

Cash flow from the operation activities
Cash received for:

Banking operations revenues 87,679,917,873

Investments revenues 11,064,599

Services activity revenues 1,699,592,297

Other revenues / except (493) 5,417,082

Current accounts and deposits 127,963,261,843

Creditors 20,900,096,252

Total cash received from the operation processes 238,159,349,946
Cash paid for:

Banking operations expenses 50,980,006,635

Administrative expenses 6,452,847 427

Transferring expenses 731,218,728

Other expenses / except (393) 826,386,249

Loans and advances 95,745,452,031

Debtors 26,458,772,266

Total cash paid for operational processes (181,194,683,336)
Net cash flows from operating activities 56,964,666,610
Cash flows from the financial and investment

activities

Cash received for:

Increase in the capital 45,000,000,000

Selling of fixed assets 71,230,700

Total cash received from the financing operations and 45,071,230,700
investing

Cash paid for:

Purchasing of fixed assets 1,547,644,180

Deferred revenue expenses 112,383,640

Projects under implementation 3,192,749,236

Income tax paid 2,500,000,000

Total cash paid for investing operations (7,352,777,056)
Net cash flows from financing activities and investments 37,718,453,644
Cash flows during the year 94,683,120,254
Cash balance on 1/January/2014 203,567,976,888

Cash balance on 31/December/2014 298,251,097,142




