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Independent auditors' report 

To the Board of Directors of 
Trade Bank of Iraq 

We have audited the accompanying financial statements of Trade Bank of Iraq (the "Bank"), which 
comprise the statement of financial position as at 31 December 2015 and the related statements of 
profit or loss and other comprehensive income. changes in equity and cash flows for the year then 
enrl~rl, (lnr! notf:,~, r.omprisine (l ~lImm(lry nf ,i~nifjrflnt flrrnllnting r0licil"'li and other expl,lnJltory 
information. 

Management's responsibility for the financial statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards and Central Bank of Iraq instructions, 
and for such internal control as management determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors' responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with International Standards on Auditing. Those standards require 
that we comply with ethical requirements and plan and perform the audit to obtain reasonable 
assurance whether the financial statements are free from material misstatement. 

An audit involves pelforming procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on our judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, we consider internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management. as 
well as evaluating the overall presentation of the financial statements. 

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

Opinion 

In our opinion, the financial statements present fairly, in all material respects, the financial position of 
the Bank as at 31 December 2015, and of its financial performance and its cash flows for the year then 
ended in accordance wit International Financial Reporting Standards and Central Bank of Iraq 
instructions. 

KPMG 
Hatem Kawasmy 

Ka'Jl asmy &Partners Co.October 26, 2016 

KPMG Kawasmy & Partners Co., a registered Jordanian partnership under No. (226), is a member finn of KPMG International, a Swiss cooperative. 



TRADE BANK OF IRAQ 

Stat~m~nt of finaHL;idl .lJusiliull 

As at December 31, 
In thousands of USD Note 2015 2014 

Assets 
Cash and balances with Central Bank of Iraq 
Balances at banks 
Loans and advances to customers - net 
Investment securities - net 
Property and equipment - net 
Other assets - net 

7 
8 
9 

10 
11 
12 

7,793,312 
8,892,759 
4,336,761 
1,793,504 

78,792 
410,51 () 

8,705,683 
17,732,775 
2,721,658 

865,988 
63,162 

181,881 

Total assets '[1,3U),b44 3U,:l/1,14'1 

Liabilities 
Deposits from customers 
Collective impairment on LCs &od LG~ 

Other liabilities 

13 
14 
15 

20,295,041 
17,051 

210,563 

27,142,469 
1n,9R1 

452,241 

Total liabilities 20,542,655 27,631,693 

Equity 
Share capital 
Reserves 
Retained earnings 

16 
17 
17 

1,500,858 
238,568 

1,023,563 

856,166 
248,457 

1,534,831 

Total equity 
Total liabilities and equity 

2,762,989 

23,305,644 

2,639,454 

30271,147 

The notes on pages 6 to 37 are an integral part of these financial statements and should be read with
 
th~m and with independent 3uditor report.
 
The financial statements were authorized for issue on behalf of the Board of Directors
 
on 26 October 2016 by:
 

CliU &. C11dilllldll FlnilTlI.'e Manager 

c----··-···.·---------. 
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TTl AnF DANK OF IRAQ 

Statement of profit or loss and other comprehensive income 

For the year ended
 
December 31,
 

In thuaJLtnJ... uf USD Nul~ 2015 2014 

Interest income 
Interest expense 

Net interest income 

18 
18 

263,362 
(11,704) 

251,658 

191,078 
(10,437) 

180,641 

Ff'P' (lnr! rnrnmi""inn inrnml? 

Fee and commission expense 

Net fee and commission income 

19 173,298 
(11,664) 

161 ,634 

IM,250 
(9,990) 

154,260 

Net trading income 20 145,691 85,713 

Op~ratlng Incom~ »~,y~j 4£U,614 

Impairment loss on loans and advances to customers 
Impairment loss on available for sale investment 
Collective impairment loss on LGs and LCs 
Impairment loss on other assets balances 
Personnel expenses 
General and administrative expenses 
Depreciation expense 
Other income 

9 
10 
14 
12 
21 
22 
11 

(370,605) 
(1,500) 

(68) 
(15,253) 
(26,251) 
(22,905) 

(5,755) 
6,889 

(10,547) 
(1,500) 

(16,970) 

(23,741) 
(33,544) 

(6,008) 

Profit for the year 123,535 328,304 

Other comprehensive income 
Fair value reserve (available-for-sale financial assets) 10 957 52 

Other cumprchcn/)ivc income for the yeor 

Total comprehensive income for the year 

957 

124,492 

52 

328,356 

The notes on pages 6 to 'J 7 are an integral part of these tmanclal statements and should 
be read with them and with independent auditor report. 

The financial statements were authorized for issue on behalf of the Board of Directors 
on 26 October 2016 by: 

CEO & Chairman Finance Manager 
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TRADE BANK OF IRAQ 

Statement of changes in equity 

In thousands of USD Share General Fair value Special Translation Retained Total 
capital reserve reserve reserve reserve earnings equity 

Balance at 1 January 2014 856,166 236,709 463 4,176 7,057 1,206,527 2,311,098 
Profit for the year - - - - 328,304 328,304 
Other comprehensive income 
Net change in fair value reserve (available-far-sale financial 
assets) - - 52 - - - 52 

Total other comprehensive income - - 52 - - - 52 

Total comprehensive income for the year - - 52 - 328,304 328,356 

Balance at 31 December 2014 856,166 236,709 515 4,176 7,057 1,534,831 2,639,454 

Balance at 1 January 2015 I 856,166 236,709 515 4,176 7,057 1,534,831 2<,639,454 
Profit for the year - - - - - 123,535 123,535I 

I 

Other comprehensive income 

Net change in fair value reserve (available-far-sale financial 
assets) - - 957 - - - 957 

r 

Total other comprehensive income I - - 957 - - - 957 

Total comprehensive income for the year I - - 957 - - 123,535 124,492 

Transferred to share capi tal (Note 16) 644,692 - - - - (644,692)
 

Transferred from reserves to retained earning I - (10,846) - - - 9,889 (957)
 

Balance at 31 December 2015 I 1,500,858 225,863 1,472 4,176 7,057 1,023,563 2,762,989 

The notes on pages 6 to 37 are an integral part of these financial statements and should be read with them and with independent auditor report 
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TRADE BANK OF IRAQ 

Statement of cash flows 

For the year ended 
December 31, 

In thousands of USD Note 2015 2014 

Cash flows from operating activities 
Profit for the year 
Adjustments for: 
Impairment loss on loans and advances to customers 
Impairment losses on available for sale investment 
Impairment losses on other assets balances 
Collective impairment on LCs and LGs 
Depreciation expense 
Net interest income 

9 
10 
12 
14 
II 
18 

123,535 

370,605 
1,500 

15,253 
68 

5,755 
(251,658) 

328,304 

10,547 
1,500 

16,970 
6,008 

(180,641) 

26:'),05R 1R2,oRR 

Change in balances with Central Bank of Iraq 
Change in net loans and advances to customers 
Change in other assets 
Change in deposits from customers 
Change in other liabilities 

7 953,348 
(1,985,708) 

(243,888) 
(6,847,428) 

(241,679) 

(409,531) 
(1,479,717) 

(101,102) 
7,599,751 

15,833 

Interest received 
Interest paid 

18 
18 

(8,100,296) 
263,362 
(11,704) 

5,807,922 
191,078 
(10,437) 

Net cash (used in) from operating activities (7,848,638) 5,988,563 

Cash flows from investing activities 
Acquisition of investments securities 
Proceeds from matured of investment securities 
Acquisitions of property and equipment 
Proceeds from sale of property and equipment 

10 
10 
11 

(1,714,161) 
785,145 . 
(21,385) 

(1,156,034) 
425,309 
(11,203) 

5,847 

Net cash (used in) investing activities (950,401) (736,081) 

Net (decrease) increase in cash and cash equivalents (8,799,039) 5,252,482 
Cash and cash equivalents at 1 January 25,305,323 20,052,841 

Cash and cash equivalents at 31 December 23 16,506,284 25,305,323 

The notes on pages 6 to 37 are an integral part of these financial statements and should be read with 
them and with independent auditor report. 
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TRI\DE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

1.	 Legal Status and Main Operations 

Trade Bank of Iraq (the "Bank" or "TEl") was established as an independent ~oyernmental entity on 
July 17, 2003 in accordance with the Coalition Provisional Authority (CPA) Order number (20) in 
2003. The Bank was granted a banking license by the Central Bank of Iraq (CBI) on January 18, 
2004. 

The Bank is a separate governmental entity and is incorporated and domiciled in the Republic of Iraq. 

The address of the Bank's registered office is Baghdad, AI-Mansoor district. 

The Bank provirles retail, r.orporate: <lnci inve:stme:nt hanl<ing services through its head office located in 
Baghdad, AI-Mansoor district and 21 branches with more than 1000 employees. 

1.	 Bqfjir, of pr9Pllmtion 

(a)	 Statement of compliance 

The financial statements have been prepared in accordance with International Financial Reporting 
standards (IFRS) and Central Bank of Iraq instructions. 

(b)	 Basis of measurement 
The financial statements have been prepared on the historical cost basis except for the following item 
in the statement of financial position: 

• available-for-sale financial assets are measured at fair value 

(c)	 Functional and presentation currency 

These financial statements are presented in US Dollars (USD), which is not the Bank's functional 
currency. The Bank's functional currency is the Iraqi Dinar (IQD). All financial information presented 
in USD has been rounded to the nearest thousand. 

(ll)	 Use of estimates and judgmcnt'l 
The preparation of the financial statements in conformity with IFRS and Central Bank of Iraq 
instructIons reqUires the management to make judgments, estimates and assumptions that affect the 
application of accounting policitJr. and the roportoc! nmOlln!O of ooooto, liobiliticG, income nnd 
expenses. Actual results may differ from these estimates. 

Estimates and underlying assumptIons are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized prospectively. 

Assumptions and estimation uncertainties 

Information about assumptions and estimation uncertainties that have a significant risk of resulting in 
a material adjustment on the amount recognized in the financial statements is set out below in the 
following notes: 

• Note 6 - determination of fair value of financial instruments; 

• Note 14 - Collective impairment on LCs and LOs: key assumptions about the likelihood and 
magnitude of an outflow of resources. 

Impainnent offinancial instruments 

Assets accounted for at amortized cost are evaluated for impairment on a basis described in 
accounting policy 4 (g) (vii). 

6 



TRADE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

The specific counterparty comfJonent of the totill illlowilnr.p.s for impilirment applies to financial assets 
cvoluCllcd lndlvidunlly fol' impnirmcnt llnd j~ bMcd upun l11':'I\.lg0111 1I1't, uut..l ut..lIl1ll.11u ul till> 
recoverable amounts that are expected to be received. In estimating these amounts, management 
makes judgments about counterparty's financial situation and the net realizable value of any 
underlying collateral. Each impaired asset is assessed on its merits, and the workout strategy and 
estimate of amounts considered recoverable are independently approved by the Credit Risk function. 

Collectively assessed impairment allowances cover credit losses inherent in portfolios of loans and 
advances with similar economic characteristics when there is objective evidence to suggest that they 
contain impaired loans and advances, but the individual impaired items cannot yet be identified. In 
assessing the need for collective loan loss allowances, management considers factors such as credit 
quality, portfolio size, concentrations, and economic factors. In order to estimate the required 
allowance, assumptions are made to define the way inherent losses are modeled and to determine the 
required input parameters, based on historical experience and cun"ent economic conditions. The 
ueeuraey uf the alluwanees depends on the estimate future cash flows for specific counterparty 
allowances and the model assumptions and parameters used in determining collective allowances. 

Investment in equity securities are evaluated for impairment on the basis described in accounting 
policy 4 (g) (vii). For an investment in equity security, a significant or prolonged decline in its fair 
value below its cost is objective evidence of impairment. In this respect, the Bank regards a decline in 
fair value in excess of 20 percent to be "significant" and a decline in a quoted market price that 
persists for nine months or longer to be "prolonged". 

3.	 Changes in accounting policies 

The financial statements have been prepared in accordance with International Standards of 
Accounting and its interpretations which is issued by International Financial Reporting Interpretations 
Committee in addition to the local law and Central Bank of Iraq instructions. 

The accounting policies applied by the Bank in these financial statements for the year ended 
December 31,2015 are the same as those applied by the Bank in its financial statements for the year 
ended December 31, 2014, except for the following International Financial Reporting Standards 
effective after January 1,2016. The application of these amended standards did not have a significant 
effect on the financial statements of the company 

• Defined Benefit Plans: Employee Contributions (Amendments to lAS 19) 

• Annual Improvements to IFRSs 2010-2012 cycle 

• Annual Improvements to IFRSs 2011-2013 cycle 

4.	 Significant accounting policies 

Except for changes explained in Note 3, the accounting policies set out below have been applied 
consistently to all years presented in these financial statements and have been applied consistently by 
the Bank. 

(a)	 Foreign currency 

(i)	 Foreign currency transactions 

Transactions in foreign currencies are translated into the respective functional currency of the Bank at 
the spot exchange rate at the date of the transaction. Monetary assets and liabilities denominated in 
foreign currencies at the reporting date are retranslated to the functional currency at the spot exchange 
rate at that date. The foreign currency gain or loss on monetary items is the difference between 
amortized cost in the functional currency at the beginning of the year, adjusted for effective interest 
and payments during the year, and the amortized cost in foreign currency translated at the spot 
exchange rate at the end of the year. 

7 



TRADE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

Non- monetary assets and liabilities that are measured at fair value in a foreign currency are translated 
to the functional currency at the spot exchange rate at the date that the fair value was determined. 
Non-monetary items that are measured based on historical cost in a foreign currency are translated 
using the spot exchange rate at the date of transaction. 

Foreign currency differences arising on retranslation are generally recognized in profit or loss. 
However, foreign currency differences arising from the retranslation of available for sale equity 
instruments are recognized in other comprehensive income (except on impairment in which case 
foreign currency differences that have been recognized in other comprehensive income are 
reclassified to profit or loss). 

(ii)	 Translation to the presentation currency 

The results and financial positions are translated into the presentation currency using the following 
procedures: 

•	 Assets and liabilities of financial are translated using the closing rate at the date of financial 
statements. 

•	 Income and expenses are translated at the average exchange rates for the year; and 

•	 All resulted exchange differences are recognized in the other comprehensive income and 
presented in "translation reserves". 

(b)	 Interest 

Interest income and expense are recognized in profit or loss using the effective interest method. The 
effective interest rate is the rate that exactly discounts the estimated future cash payments and receipts 
through the expected life of the financial asset or liability (or, where appropriate, a shorter period) to 
the canying amount of the financial asset or liability. When calculating the effective interest rate, the 
Bank estimates future cash flows considering all contractual terms of the financial instrument, but not 
future credit losses. 

The calculation of the effective interest rate includes all transaction costs and fees that are an integral 
part of the effective interest rate. Transaction costs include incremental costs that are directly 
attributable to the acquisition or issue of financial asset or liability. 

Interest income and expense presented in the statement of comprehensive income include: 

•	 Interest on financial assets and liabilities measured at amortized cost calculated on an effective 
interest basis; 

•	 Interest on available-for-sale investment securities calculated on an effective interest basis. 

Interest income and expense on all trading assets and liabilities are considered to be incidental to the 
Bank's trading operations and are presented together with all other changes in the fair value of trading 
assets and liabilities in net trading income, see note 4 (d). 

(b)	 Fees and commission 

Fees and commission income and expense that are integral to the effective interest rate on a financial 
asset or liability are included in the measurement of the effective interest rate. 

8 



TRADE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

Other fees and commission income, including account servicing fees, investment management fees, 
placement fees, credit commitments for letters of credit, acceptances and letters of guarantee issued by 
the Bank are recognized as the related services are performed. When a loan commitment is not 
expected to result in the draw-down of a loan, the related loan commitment fees are recognized on a 
straight-line basis over the commitment period. 

Other fees and commission expense relate mainly to transaction and service fees, which are expensed 
1I3 thc 3crviceg me received. 

(c)	 Net trading income 

Net trading income comprises gains less losses relatedlO Irading assels allliliabililie.s, and induues all 
realized and unrealized fair value changes, interest, dividends and foreign exchange differences. 

(d)	 Lease payments 

Payments made under operating leases are recognized in profit or loss on a straight-line basis over the 
term of the lease. Lease incentives received are recognized as an integral part of the total lease 
expense, over the term of the lease. When an operating lease is terminated before the lease period has 
expired, any payment required to be made to the lessor by way of penalty is recognized as an expense 
in the period in which termination takes place. 

(e)	 Income tax expense 

The Bank is a governmental entity and its income is exempted from income tax according to Iraqi 
income tax law number (113) of year 1982, and its subsequent amendments. The bank employee are 
subject to the Tax Direct Deduction law. 

(f)	 Financial assets and liabilities 

(i)	 Recognition 

The Bank initially recognizes loans and advances, deposits, debt securities issued and subordinated 
liabilities on the date that they are originated. Regular way purchases and sales of financial assets are 
recognized on the trade date at which the Bank commits to purchase or sell the asset. All other 
financial assets and liabilities (including assets and liabilities designated at fair value through profit or 
loss) are recognized initially on the trade date, which is the date that the Bank becomes a party to the 
contractual provisions of the instrument. 

A financial asset or financial liability is measured initially at fair value plus, for an item not at fair 
value through profit or loss, transaction costs that are directly attributable to its acquisition or issue. 

iIIi	 tlussU'kallou 

Financial assets 

The Dank classifies its financial assets in one u[ the fuJluwing categuries: 

• loans and receivables; 

• held to maturity; 

• available-far-sale; or 

See Notes 4 (i), Cj) and (k). 

Finandalliabilities
 

The Bank classifies its financial liabilities as measured at amortized cost. See accounting policies (4)
 
(n). 
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TRADE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

(iii)	 Derccognition 

Financial assets 

The Bank derecognizes a financial asset when the contractual rights to the cash flows from the 
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in 
which substantially all the risks and rewards of ownership of the financial asset are transferred or in 
which the Bank neither transfers nor retains substantially all the risks and rewards of ownership and it 
does not retain control of the financial asset. Any interest in such transferred financial assets that 
qualify for derecognition that is created or retained by the Bank is recognized as a separate asset or 
liability. On derecognition of a financial asset, the difference between the carrying amount of the asset 
(or the carrying amount allocated to the portion of the asset derecognized), and the sum of (i) the 
consideration received (including any new asset obtained less any new liability assumed) and (ii) any 
cumulative gain or loss that had been recognized in other comprehensive income is recognized in 
profit or loss. 

]n transactions in which the Bank neither retains nor transfers substantially all the risks and rewards of 
ownership of a financial asset and it retains control over the asset, the Bank continues to recognize the 
asset to the extent of its continuing involvement, determined by the extent to which it is exposed to 
changes in the value of the transferred asset. 

Financial liabilities 

The Bank derecognizes a financial liability when its contractual obligations are discharged, cancelled 
or expire. 

(iv)	 Offsetting 

Financial assets and liabilities are offset and the net amount presented in the statement of financial 
position when, and only when, the Bank has a legal right to set off the amounts and it intends either to 
settle them on a net basis or to realize the asset and settle the liability simultaneously. Income and 
expenses are presented on a net basis only when permitted under IFRS, or for gains and losses arising 
from a group of similar transactions such as in the Bank's trading activity. 

(vl	 AmortiJ;cd cost measurement 

The amortized cost of a financial asset or liability is the amount at which the financial asset or liability 
is measured at initial recognition, minus principal repayments, plus or minus the cumulative 
amortization lIsing the effective interest method of any difference between the initial amount 
recognized and the maturity amount, minus any reduction for impairment. 

(vi)	 F'air value measurement 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The fair value measurement is based 
on thr. pmilJmption thilt thr. trilnililr.tion to ilr.ll thr: ilSSf',t or trilnsfr:r thf' liahility ta1<",; plar" pithpr' 

1- In the principal market for the asset or liability, or 
2- In the absence of a principal market, in the most advantageous market for the asset or liability 

The asset or liability measured at fair value might be either of the following: 

1- A stand-alone asset or liability; or 
2- A group of assets, a group of liabilities or a group of assets and liabilities (eg a cash generating 

unit or a business).A number of the Bank's accounting policies and disclosures require the 
measurement of fair values, for both financial and non-financial assets and liabilities 

10 



TRADE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

The bank has an established control framework with respect to the measurement of fair values. This 
includes a valuation team that has overall responsibility for overseeing all significant fair value 
measurements, including Level 3 fair values, and reports directly to the CFO. The valuation team 
regularly reviews significant unobservable inputs and valuation adjustments. 

If third party information, such as broker quotes or pricing services, is used to measure fair values, 
then the valuation team assesses the evidence obtained from the third parties to support the conclusion 
that such valuations meet the requirements of IFRS, including the level in the fair value hierarchy in 
which such valuations should be classified. Significant valuation issues are reported to the Bank Audit 
Corrunittee. 

When measuring the fair value of an asset or a liability, the Bank uses market observable data as far as 
possible. Fair values are categorized into different levels in a fair value hierarchy based on the inputs 
used in the valuation techniques as follows: 

Levell: quoted prices (unadjusted) in active markets for identical assets or liabilities. 

Level 2: inputs other than quoted prices included in Level I that are observable for the asset or 
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices). 

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable 
inputs). If the inputs used to measure the fair value of an asset or a liability might be categorized in 
different levels of the fair value hierarchy, then the fair value measurement is categorized in its 
entirety in the same level of the fair value hierarchy as the lowest level input that is significant to the 
entire measurement. 

The Bank recognizes transfers between levels of the fair value hierarchy at the end of the reporting 
period during which the change has occurred. 

(vii)	 Identification and measuremcnt of' impairmcnt 

At each reporting date the Bank assesses whether there is objective evidence that financial assets not 
carried at fair value through profit or loss are impaired. A financial asset or a group of financial assets 
is impaired when objective evidence demonstrates that a loss event has occurred after the initial 
recognition of the asset(s), and that the loss event has an impact on the future cash flows of the 
asset(s) that can be estimated reliably. 

Objective evidence that financial assets are impaired can include significant financial difficulty of the 
borrower or issuer, default or delinquency by a borrower, restructuring of a loan or advance by the 
Bank on terms that the Bank would not otherwise consider, indications that a borrower or issuer will 
enter bankruptcy, the disappearance of an active market for a security, or other observable data 
relating to a group of assets such as adverse changes in the payment status of borrowers or issuers in 
the group, or economic conditions that correlate with defaults in the group. 

Impairment losses on assets carried at amortized cost are measured as the difference between the 
carrying amount of the financial asset and the present value of the estimated future cash flows 
discounted at the asset's original effective interest rate. Impairment losses are recognized in profit or 
loss and reflected in an allowance account against loans and advances. When a subsequent event 
causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed through 
profit or loss. 

11 



TRADE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

If, in a subsequent period, the fair value of an impaired available-far-sale debt security increases and 
the increase can be related objectively to an event occurring after the impairment loss was recognized, 
then the impairment loss is reversed, with the amount of the reversal recognized in profit or loss. 
However, any subsequent recovery in the fair value of an impaired available-far-sale equity security is 
H.A,Uglli/"L,u ill uth\;1 L,UllljJldl\;ll1>i Vt; illL,UllIt;. 

The Bank writes off certain loans and advances and investment securities when they are determined to 
be uncollectible. 

(viii)	 Designation at fnil" value through profit or loss 

The Bank has designated financial assets and liabilities at fair value through profit or loss in either of 
the foJIowing circumstances: 

•	 The assets or liabilities are managed, evaluated and reported internally on a fair value basis. 

•	 The designation eliminates or significantly reduces an accounting mismatch which would 
otherwise arise. 

(g)	 Cash and cash equivalents 

Cash and cash equivalents include notes and coins on hand, unrestricted balances held with Central 
Bank of Iraq and highly liquid financial assets with original maturities of three months or less from 
the acquisition date that are subject to an insignificant risk of changes in their fair value, and are used 
by the Bank in the management of its short-term commitments. 

Cash and cash equivalents are carried at amortized cost in the statement of financial position. 

(h)	 Trading assets and liabilities 

Trading assets and liabilities are those assets and liabilities that the Bank acquires or incurs principally 
for the purpose of selling or repurchasing in the near term, or holds as part of a portfolio that is 
managed together for short-term profit or position taking. 

Trading assets and liabilities are initially recognized and subsequently measured at fair value in the 
statement of financial position, with transaction costs recognized in profit or loss. All changes in fair 
value are recognized as part of net trading income in profit or loss. 

Trading assets and liabilities are not reclassified subsequent to their initial recognition, except that 
non-derivative trading assets, other than those designated at fair value through profit or loss on initial 
recognition, may be reclassified out of the fair value through profit or loss - i.e. trading category - if 
they are no longer held for the purpose of being sold or repurchased in the near term and the following 
conditions are met: 

•	 If the financial asset would have met the definition of loans and receivables (if the financial asset 
had not been required to be classified as held for trading at initial recognition), then it may be 
reclassified if the Bank has the intention and ability to hold the financial asset for the foreseeable 
future or until maturity. 

•	 If the financial asset would not have met the definition of loans and receivables, then it may be 
reclassified out of the trading category only in rare circumstances. 

(i)	 Loans and advances 

Loans and advances are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market and that the Bank does not intend to sell immediately or in the near 
term. 

12 



TRADE DANK OF IRAQ 

Notes to the financial statements 

Due from banks are classified as loans and receivables. Loans and advances are initially measured at 
fair value plus increment,,1 rlirer.t trclllsac(ion costs, and subsequently measured at their <lIIIOIti/.ed l.:osl 

using the effective interest method. 

(j)	 Investment securities 
Investment securities are initially measured at fair value plus, in case of investment securities not at 
fair value through profit or loss, incremental direct transaction costs, and subsequently accounted for 
dependine on (peir Clilssificatiol1 as e'th~r helc\ to miltHrity. ffljr volpe thrnllgh prnfit or In!;s, or 
available for sale. 

(i)	 fleld-to-maturity 

Held-to-maturity investments are non-derivative assets with fixed or determinable payments and fixed 
maturity that the Bank has the positive intent and ability to hold to maturity, and which are not 
designated as at fair value through profit or loss or as available for sale. 

Held-to-maturity investments are carried at amortized cost using the effective interest method, less 
any impairment losses (SGG Note 4 (g) (vii». A still; 0f ll:du~~jfil:utiull uf u lJIUll: tlmll ill:iigllifit.:<lut 
amount of held-to-maturity investments would result in the reclassification of all held-to-maturity 
investments as available for sale, and would prevent the Bank from classifying investment securities 
as held to maturity for the current and the following two financial years. However, sales and 
reclassifications in any of the following circumstances would not trigger a reclassification: 

•	 Sales or reclassifications that are so close to maturity that changes in the market rate of interest 
would not have a significant effect on the financial asset's fair value; 

•	 Sales or reclassifications after the Bank has collected substantially all of the asset's original 
principal; and 

•	 Sales or reclassifications attributable to non-recurring isolated events beyond the Bank's control 
that could not have been reasonably anticipated. 

(ii)	 Fair vallie th 'ough profit or loss 

The Bank designates some investment ser.llrities ilt fair vallie, with fair vallie changes recognized 
irrunediately in profit or loss as described in Note 4 (g) (viii). 

(iii)	 A vaila blc-fol'-:,;ale 

Available-for-sale investments are non-derivative investments that are designated as available-for-sale 
or are not classified as another category of financial assets. Available-for-sale investments comprise 
equity securities and debt securities. Unquoted equity securities whose fair value cannot reliably be 
measured are carried at cost. All other available-for-sale investments are carried at fair value. 

Interest income is recognized in profit or loss using the effective interest method. Dividend income is 
recognized in profit or loss when the Bank becomes entitled to the dividend. Foreign exchange gains 
or losses on available-for-sale debt security investments are recognized in profit or loss (see Note 4 
(a) (i». Impairment losses are recognized in profit or loss (see Note 4 (g) (vii». 

Other fair value changes, other than impairment losses (see Note 4 (g) (vii», are recognized in other 
comprehensive income and presented in the fair value reserve in equity. When the investment is sold, 
the gain or loss accumulated in equity is reclassified to profit or loss. 

A non-derivative financial asset may be reclassified from the available-for-sale category to the loans 
and receivables category if it otherwise would have met the definition of loans and receivables and if 
the Bank has the intention and ability to hold that financial asset for the foreseeable future or until 
maturity. 
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31 December 2015 

(k)	 Property and equipment 

(i)	 Recognition and measurement 

Items of property and equipment are measured at cost less accumulated depreciation and any 
accumulated impairment losses. 

Cost includes expenditure that is directly attributable to the acquisition of the asset. 

Any gain or loss on disposal of an item of property and equipment (calculated as the difference 
between the net proceeds from disposal and the carrying amount of the item) is recognized within 
other income/ expense in profit or loss. 

(ii)	 Suhscqucnl {'osts 

Subsequent expenditure is capitalized only when it is probable that the future economic benefits of the 
expenditure will flow to the Bank. Ongoing repairs and maintenance are expensed as incurred. 

(iii)	 Depreciation 

Depreciation is calculated over the depreciable amount, which is the cost of an asset less its residual 
value. 

Items of property and equipment are depreciated from the date they are availble for use. Depreciation 
is calculated to write off the cost of items of property and equipment less their estimated residual 
values using the straight-line basis over their estimated useful lives. Depreciation is recognised in 
profit or loss. 

The estimated useful lives for the current and comparative years of significant items of property and 
equipment are as follows: 

•	 Buildings 10 years 

•	 Vehicles I year 

•	 Fixture and Furniture I year 

Depreciation methods, useful lives and residual values are reviewed at each reporting date and 
adjusted if appropriate. 

(I)	 Impairment of non-financial assets 

The carrying amounts of the Bank's non-financial assets, are reviewed at each reporting date to 
determine whether there is any indication of impairment. If any such indication exists then the asset's 
recoverable amount is estimated. 

The recoverable amount of an asset is the greater of its value in use and its fair value less cost to sell. 

An impairment loss is recognized if the carrying amount of an asset exceeds its recoverable amount. 
Impairment losses are recognized in profit or loss. 

Impainnent losses recognized in prior years are assessed at each reporting date for any indications that 
the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change 
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the 
extent that the asset's carrying amount does not exceed the carrying amount that would have been 
determined, net of depreciation or amortization, if no impairment loss had been recognized. 
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(m)	 Deposits 

Deposits from customers are the Bank's main source of debt funding. 

Deposits are initially measured at fair value minus incremental direct transaction costs, and 
subsequently measured at their amortized cost using the effective interest method. 

(n)	 Provisions (Impairment losses) 

A provision is recognized if, as a result of a past event, the Bank has a present legal or constructive 
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will 
be required to settle the obligation. Provisions are determined by using management best estimates to 
the risks specific to the liability. 

(0)	 Financial guarantees and loan commitments 

Financial guarantees are contracts that require the Bank to make specified payments to reimburse the 
holder for a loss it incurs because a specified debtor fails to make payment when due in accordance 
with the terms of a debt instrument. Loan commitments are firm commitments to provide credit under 
pre-specified terms and conditions. 

Liabilities arising from financial guarantees or commitments to provide a loan at a below-market 
interest rate are initially measured al fair value and the initial fair value is amortized over the life of 
the guarantee or the commitment. The liability is subsequently carried at the higher of this amortized 
amount and the present value of any expected payment to settle the liability when a payment under the 
contracts has become probable. Financial guarantees and commitments to provide a loan at a below
market interest rate are included within other liabilities. 

(p)	 New standards and interpretations not yet adopted 
A number of new standards, amendments and improvements to standards and interpretations were 
issued have not been applied in preparing these financial statements. Those which may be relevant to 
the Company, is set out below. 

New standards 
•	 IFRS 14 Regulatory Deferral Accounts (effective from 2016) 

•	 IFRS 15 Revenue from Contracts with Customers (effective from 2017) 

•	 IFRS 9 Financial Instruments (effective from 2018) excluding insurance companies which will 
be effective on 2021. 

•	 IFRS (16) Leases (effective on January, 2019) 

Amendments 
•	 Amendments to IFRS 10, IFRS 12 and lAS 28: Investment Entities Applying the 

consolidation exception. (effective from 2016) 

•	 Amendments to IFRS 11: Accounting for Acquisitions of Interests in Joint Operations 
(effective from 2016) 

•	 Amendments to lAS 16 and lAS 38: Clarification of Acceptable Methods of Depreciation and 
Amortization (effective from 2016) 

•	 Amendments to lAS 16 and 41: Bearer plants (effective from January I S\ 2016) 

•	 Amendments to IFRS 10 and lAS 28: Sale or contribution of assets between an investor and 
its associate or joint venture (effective from 2016) 

•	 Amendments to lAS 27: Equity method in separate financial statements (effective from 2016) 

•	 Amendments to lAS 1 (effective from 2016) 
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Improvements 
• Annual Improvements to IFRSs 2012-2014 cycle (effective from 2016) 

The bank's management expect to implement all of these standards and its explanation which 
presented above in preparing the financial statements without incuo-ing any significant effects on the 
bank's financial statement. 

5.	 Financial risk management 

(a)	 Introduction and overview 

The Bank has exposure to the following risks from financial instruments: 

•	 credit risk 

•	 liquidity risk 

•	 market risks 

•	 operational risks 

This note presents information about the Bank's exposure to each of the above risks, the Bank's 
objectives, policies and processes for measuring and managing risk, and the Bank's management of 
capital. 

Risk management framework 

The Bank's Board of Directors has overall responsibility for the establishment and oversight of the 
Bank's risk management framework. The Bank's risk management policies are established to identify 
and analyze the risks faced by the Bank, to set appropriate risk limits and controls, and to monitor 
risks and adherence to limits. Risk management policies and systems are reviewed regularly to reflect 
changes in market conditions, products and the Bank's activities. The Bank, through its training and 
management t;taIllJardt; and prm;edures, uims to develop a disciplincd and conRtructivc control 
environment, in which all employees understand their roles and obligations. 

(b)	 Credit risk 

Credit lisk is the risk of fimlllc,;ial 101i:; to thl;; Bank if i:I customer or COII(1tf.rpilrty rn il finflnr.ifll 
instrument fails to meet its contractual obligations. and arises principally from the Bank's loans and 
advances to customers and other banks, and investment debt securities. For risk management 
reporting purposes, the Bank considers and consolidates all elements of credit risk exposure (such as 
individual obligor default risk and sector risk). 

For risk management purposes, credit risk arising on trading assets is managed independently and 
information thereon is disclosed below. The market risk in respect of changes in value in trading 
assets arising from changes in market credit spreads applied to debt securities included in trading 
assets is managed as a component of market risk, further details are provided in Note 5 (d) below. 

Management of credit risk 

The Bank has the responsibility for the oversight of credit risk. A separate Bank Credit department, 
reporting to the Bank Credit Committee, is responsible for management of the Bank's credit risk, 
including: 

•	 Formulating credit policies, covering collateral requirements, credit assessment, risk grading 
and reporting, documentary and legal procedures, and compliance with regulatory and 
statutory requirements. 
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•	 Estahli~hing the authorization structure for the approval and renewal of credit facilities. 
Authorization limits are allocated to business unit Credit Officers. Larger facilities require 
approval by Bank Credit Committee and the CEO. 

•	 Reviewing and assessing credit risk Bank Credit Committee assess all credit exposures in 
excess of designated limits, prior to facilities being committed to customers by the business 
unit concerned. Renewals and reviews of facilities are subject to the same review process. 

•	 Limiting concentrations of exposure to counterparties, geographies and industries (for loans 
and advances, financial guarantees and similar exposures), and by issuer, credit rating band, 
market liquidity and country (for investment securities). 

•	 Developing and maintaining the Bank's risk grading in order to categories exposures 
according to the degree of risk of financial loss faced and to focus management on the 
attendant nsks. The fisk gradIng sy,stem IS ll.sed in netermining where impairment provisions 
lHay be:: re4uired against specific credit exposures. The current risk grading framework 
consists of six grades renecting varying degrees of risk of default and the availability of 
collateral or other credit risk mitigation. The responsibility for setting risk grades lies with the 
final approval of Credit committee and is subject to regular reviews. 

•	 Reviewing compliance of business units with agreed exposure limits, including those for 
selected industries, country risk and product types. Regular reports on the credit quality of 
local portfolios are provided to Bank Credit committees on the credit quality of local 
portfolios and appropriate corrective action is taken. 

•	 Providing advice, guidance and specialist skills to business units to promote best practice 
throughout the Bank in the management of credit risk. 

Probability of default (PD) 

The Bank assesses the probability of default of individual counterparties using internal rating tools 
tailored to the various categories of counterparty. They have been developed internal1y and combine 
statistical analysis with credit officer judgment. They are validated, where appropriate, by comparison 
with externally available data. The Bank's rating method comprises three rating levels for loans not in 
default (Performing) and three default classes (Non-performing). 

The rating methods are subject to an annual validation and recalibration so that they renect the latest 
projection in the light of all actually observed defaults. 

Impairment and provisioning policies 

The impairment (ll1ow(lnce included in the statement of financial position at year end is derived from 
each of the six internal rating grades (the last three grades are combined into one non-performing 
grade). However, the largest component of the impairment allowance comes from the non-performing 
grades. 

The internal rating tool assists management to determine whether objective evidence of impairment 
exists, based on the following criteria set out by the Bank: 

•	 Breach of loan covenants as in case of default 

•	 Expecting the bankruptcy of the counterparty, liquidation, lawsuit, or finance rescheduling. 
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•	 Deterioration of the borrower's competitive position 

•	 Offering exceptions or surrenders due to economic and legal reasons related to financial 
difficulties encountered by the counterparty not provided by the Bank in ordinary conditions 

•	 Deterioration in the value of collateral and 

•	 Downgrading below loans grade 

The bank calculate its impairment losses (provisions) based on the indicative list issued by the Central 
Bank of Iraq and the applied internal policies in the bank. In case the Central Bank of Iraq issued any 
extraordinary instructions, the bank is requested to apply and disclose about it on their accounts. 

Based on the Central Bank of Iraq Board of Directors decision number 94 for the year 2016, the bank 
have booked 75% of its net profit for the year 2015 as extra impairment losses (provisions) for the 
direct credit facilities as shown in Note (25). 

Maximum exposure to credit risk before collateral held or other credit enhancements 

Credit risk exposures relating to on-balance sheet assets are as follows: 

III thult.mlltl.,· ofUSD 

Carrying amount 

Assets at amortized cost 
Grade I-excellent 
Grade 2-3 good and average 
Grade 4-5-6: Impaired 
Gross amount 

Interest in suspense 

Allowance for impairmelll 
(individual) 

Allowance for impairment 
(collective) 

Carrying amount amortized cost 

Total carrying amounl 

Ulans and advances 
to customers 

2015 2014 

4,336,761 2,721,658 

3,253,034 
1,029,629 
1,097,735 
5,380,398 

1,253,034 
1,558,844 

402,941 
3,214,819 

(206,883) (39,588) 

(789,823) (406,642) 

(46,931) 

4,336,761 

4,336,761 

(46,931) 

2,721,658 

2,721,658 

Balances with em and
 
Due from Banks
 

2015 

16,331,803 

16,331,803 

16,331,803 

2014 

26,195,271 

26,195,271 

26,195,271 

16,331,803 

16,331,803 

26,195,271 

26,195,271 

Investment 
securities Ot her assets 

2015 2014 2015 2014 

1,791,462 861,606 410,516 181,881 

1,791,462 861,606 410,516 194,457 

15,253 
J,791,462 861,606 425,769 194,457 

- (15,253) (12,576) 

1,791,462 861,606 410,516 181,881 

1,791,462 861,606 410,516 181,881 

Credit risk exposures relating to off-balance sheet items are as follows: 

III thol/sUllds of USD 

Letters of guarantee 
Letters of credit 

2015 2014 

6,680,190 6,682,849 
3,477,283 175,426 

10,157,473 6,858,275 

The above table represents a worse-case scenario of credit risk exposure to the Bank at 31 December 
2015 and 2014, without taking account of any collateral held or other credit enhancements attached. 
For on-balance sheet assets, the exposures set out above are based on gross carrying amounts before 
deducting an impairment allowance. 
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Collateral held and other credit enhancements and their financial effect 

Loans and advances to corporate customers 

The general creditworthiness of a corporate customer tends to be the most relevant indicator of credit 
quality of a loan extended to it. However, collateral provides additional security and the Bank 
generally requests that corporate borrowers provide it. The Bank may take collateral in the form of a 
first charge over real estate, floating charges over all corporate assets and other liens and guarantees. 

For impaired loans, the Bank obtains appraisals of collateral because the current value of the collateral 
is ,In inpllt tn the>; imp<lirment measurement. At 31 December 2015, the net carrying amount of 
impaired loans and advances to corporate customers amounted to USD 466,149 million (2014: USD 
402,941 million). 

Concentration of risks offinancial assets with credit risk exposure 

(i)	 Geographical sectors 

The following table breaks down the B:mk'l; on balance Gheet credit oxpoGUro at thoir gro33 cU1Tying 
amounts before any allowance and interest in suspense (without taking into account any collateral 
held or other credit support), as categorized by geographical region as of 31 December 2015. 

Asia and othel' 
middle eastern 

III tlrollsollds of USD Iraq courtiers Europe USA Total 
Balances with Central Bank of Iraq 7,793,312 7,793,312 
Due from banks 19,111 2,104,386 4,984,650 1,784,612 8,892,759 
Loans and advances to customers 4,336,761 4,336,761 
Held to maturity investment securities 1,791,462 1,791,462 
Other assets 425,769 425,769 

As at 31 December 2015 14,366,415 2,104,386 4,984,650 1,784,612 23,240,063 

Asia and other 
middle eastern 

III thol/sallds o[ USD IrllQ courtiers gIUQR~ U~t\ 
Balances with Central Bank of Iraq 8,705,683 8,705,683 
Due from banks 90,252 2,798,332 6,258,371 8,585,820 17,732,775 
Loans and advances to customers 2,721,658 2,721,658 
Held to maturity investment securities 861,606 861,606 
Other assets 194,457 194,4')7 

As at 31 December 2014 12,573,656 2,798,332 6,258,371 8,585,820 30,216,179 

Credit risk exposures relating to off-balance sheet items are as follows: 

{nthnllsrtlld.l rtf {{,'in Iraq 
Other 

..Oil n trip.1: Total 

Letter of guarantee 
Letter of credit 

6,789,877 
17,652,708 

6,789,877 
17,652,708 

As at 31 December 2015 24,442,585 24,442,585 

As at 31 December 2014 27,721,878 27,721,878 

19 



TRADE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

(ii) Industry sector 
Thl':' following table breaks down the Bank's credit exposure at gross carrying amount before any 
allowance and interest in suspense (without taking into account any other collateral held other credit 
support). As categorized by the industry sector of the Bank's counterparties. 

1/I/h(lusnl1(l~ (If (1ST> 
2015 
Balances with Central Bank of Iraq 
Balances at banks 
Held-to-maturity investment securities 
Other assets 
Loans and advances to customers 
Retail 
Loans 
Overdrafts 
Corporate entities 
Loans 
Overdrafts 
Governmental 
Loans 
Overdrafts 
Total 2015 

Ill/hat/sands of USD 
2014 
Balances with Central Bank of Iraq 
Balances at banks 
Held-to-maturity investment securities 

Ollie! 4ssds 
Loans and udvunccs to customcrs 
Retail 
Loans 
Overdrafts 
Corporate entities 
Loans 
Overdrafts 
Governmental 
Loans 
Overdrafts 
Total 2014 

Debt securities 

Financial 
7,439,044 
8,892,759 

Trading Consumer 

Pnhlir anrl 

governmental 

1,791,462 

Others 

425,769 

Total 
7,439,044 
8,892,759 
1,791,462 

425,769 

62,371 
316,344 

62,371 
316,344 

271,128 
1,477,521 

271,128 
1,477,521 

3,253,034 3,253,034 

16,331,803 1,748,649 378,715 5,044,496 425,769 23,929,432 

Financial 
8,462,496 

11,/32,'/'1',) 

Trading Consumer 
Public and 

governmental 

861,606 

Others 

I94,'l.n 

Total 
R,4fi2,49fi 

17,732,775 
861,606 
194,4~7 

54,552 
312,305 

54,552 
312,305 

441,617 
1,149,435 

441,617 
1,149,435 

26,195,271 1,591,052 366,857 

1,253,034 
3,876 

2,118,516 194,457 

1,253,034 
3,876 

30,466,153 

All the Bank's debt securities are Iraqi governmental debt securities that are held to maturity (note 
10). 
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Settlement risk 

The Bank's activities may give rise to risk at the time of settlement of transactions and trades. 
Settlement risk is the risk of loss due to the failure of an entity to honor its obligations to deliver cash, 
securities or other assets as contractually agreed. For certain types of transactions; the Bank mitigates 
this risk by setting and monitoring limits for transactions and limiting the counterparties to specific 
and well known financial institutions. Settlement limits form part of the credit approval/limit 
monitoring process described earlier. 

(c) Liquidity risk 

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations associated with 
its financial liabilities that are settled by delivering cash or another financial asset. 

Management of liquidity risk 

The Bank's approach to managing liquidity is to ensure as far as possible, that it will always have 
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without 
incurring unacceptable losses or risk damage to the Bank's reputation. 

The Bank relies mainly on deposits from customers as its primary sources of funding. Deposits from 
customers generally have shorter maturities and a large proportion of them are repayable on demand. 
The short-term nature of these deposits increases the Bank's liquidity risk and the Bank actively 
manages this risk through maintaining competitive pricing and constant monitoring of market trends. 

Central Treasury receives information from different departments regarding the liquidity profile of 
financial assets and liabilities. Central Treasury then maintains a portfolio of short-term liquid assets, 
largely made up of short-term liquid investment securities, loans and advances to banks and other 
inter-bank facilities, to ensure that sufficient liquidity is maintained within the Bank as a whole. 

The daily liquidity position is monitored and regular liquidity stress testing is conducted under a 
variety of scenarios covering both normal and more severe market conditions. This process includes: 

•	 Projecting cash flows by major currency and a consideration of the level of liquid assets in 
relation thereto. 

•	 Maintenance of statement of financial position liquidity ratios. 

•	 Monitoring of depositor concentration both in terms of the overall funding mix and to avoid 
undue reliance on large individual depositors. 

•	 Maintenance of liquidity contingency plans. 

Funding approach 

Sources of liquidity are regularly reviewed by the team in Bank treasury to maintain a wide 
diversification by currency, geography, provider, product and term. 
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Non-derivative financial liabilities and assets held for managing liquidity risk 

The Table below presents the cash flows payable by the Bank under non-derivative financial 
liabilities and assets held for managing liquidity risk by remaining contractual maturities at the date of 
the statement of financial position. 

III (!ltJllsu",1I of USD 

31 December 2015 
Liabilities 
Deposits from customers 
Other liabilities 

Up to 
1 month 

5,969,661 
210,562 

1-3 
months 

1,726,964 

3-12 
months 

6,606,131 

1-5 
years 

5,992,285 

Total 

20,295,041 
210,562 

Total liabilities 6,180,223 1,726,964 6,606,131 5,992,285 20,505,603 

III (!IOIISallIlI of USD 

.H iJccCltlUCr 1.014 

Liabilities 
Deposits from customers 
Other liabilities 

Up to 
1 month 

10,140,427 
452,241 

1-3 
months 

2,122,541 

3-12 
months 

8,061,3 I3 

1-5 
years 

6,818,188 

'1'ota1 

27,142,469 
452,241 

Total liabilities 10,592,668 2,122,541 8,061,313 6,818,188 27,594,710 

The Bank has divided the financial liabilities as per the contractual maturity to the periods mentioned 
above through the main automated system of Bank; Expected costs of those financial liabilities were 
calculated and allocated on the related time beckets. Non-renewal of those liabilities at maturity has 
been assumed when calculating the expected costs. Available assets used to meet the liabilities and to 
cover all the commitments related to loans include cash, balances with Central Bank of Iraq and due 
from banks, treasury bills and other governmental securities, and loans and advances to banks and 
customers. 

Assets held for managing liquidity risk 

The Bank holds diversified portfolio of cash and high-quality high-liquid secuntles to support 
payment obligations and contingent funding in a stressed market environment. The Bank's assets held 
for managing liquidity risk comprise: 

• Cash and balances with Central Bank of Iraq 

• Current balances with banks 

• Secondary sources of liquidity in the fonn of highly liquid instruments for trading. 

(d)	 Market risk 

Market risk is the risk that changes in market prices, such as interest rates, equity prices, and foreign 
exchange rates will affect the Bank's income or the value of its holdings of financial instruments. The 
objective of the Bank's market risk management is to manage and control market risk exposures 
within acceptable parameters in order to ensure the Bank's solvency, while optimizing the return on 
risk. 
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Management ofmarket risks 

The Bank separates its exposure to market risks netween trqdin~ or nOll-t.rading portfolios. Th~ mrlrkf:!
risks arising from trading and non-trading activities are concentrated in Bank treasury and monitored 
by the treasury operating unit. Regular reports are submitted to the Board of Directors and heads of 
each business unit regularly and daily to the general manager. 

Trading portfolios include those positions arising from market-making transactions where the Bank 
acts as principal with clients or with the market. 

Non-trading portfolios primarily arise from the interest rate management of the entity's retails and 
commercial banking assets and liabilities. Non trading portfolios also consist of forcign cxchangc and 
f:fJl1ity ri~k-, ilri,ine frnm thp' R,mk's ht'ld-t0-maturity and available-for-sale investments. 

Exposure to interest rate risk 

The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in 
thp. future rash 1l0ws or fair values of financial instruments because of a change in market intereGt 
rales. Iilleresl rale rlsk Is tmlflaged principally lhl'ough monitonng Interest rate gaps and by haVIng 
pre-approved limits for repricing bands. The Board is the monitoring body for compliance with these 
limits and is assisted by treasury department in its day-to-day monitoring activities. A summary of the 
Bank's interest rate gap position on non-trading portfolios is as follows: 

11I11J001SI11Id.. IIf USD Carrying Up to 1·3 3-12 1·5 More than Non bearing 
31 December 2015 amounl 1 month months months years 5years interest 

Cash and balances wilh Central Bank of Iraq 7.793.312 7,793,312 
Balances at banks 8,892,759 8.892,759 
Loans and advances to customers  net 4,336,761 48,660 841,118 3,446,983 
Available·for-sale investment securities 5,042 5,042 
Held-to-maturity investment securities 1,791,462 1.714,162 77,300 
Uther assets 425,769 425,769 
Tutul flnuuclul UIl~CW 2.1,2~~,IU) ~,~~2,'/)~ 4~.bbU 2,m,WU J,446,0U:l 77,:J00 U,224,123 
Deposits from customers (20,295,041) (456,900) (1,726,964) (6,606,131) (5,992,285) (5,512,761) 
Total financial liabilities (20,295,041) (456,900) (1,726,964) (6,606,131) (5,992,285) (5,512,761) 
Total interest repricinl( I(ap 2,950,OM 8,m,859 (1,678,30~) (4,050,851 ) (2,545,302) 77,300 2,711,362 

III tlJoumllds of USD Carrying Up to 1·3 3-12 1·5 More than Non bearing 
31 December 2014 amount 1month months months years 5 years interest 

Cash and balances with Cenlral Bank of Iraq 8,705,683 8,705,683 
Balances at banks 17,732,775 17,732,775 
Loans and advances to customers  net 2,721,658 591,960 3,866 666,367 1,459,465 
Avnilable·for-sale investment securities 5,882 5,882 
Held-to-maturity investment securities 861,606 784,306 77,300 
Other assets 194,457 194,457 
Total financial assets 30,222,061 18,324,735 3,866 1,450,673 1,459,465 77,300 8,906,022 
Deposits from customers (27,142,469) (387,379) (2,122,541) (8,061,313) (6,818,188) (9,753,048) 
Total financial liabilities (27,142,469) (387,379) (2.122,541 ) (8,061,313) (6,818,188) (9,753,048) 

Total interest repricing gap 3,079,592 17,937,356 (2,118,675) (6,6lO,640) (5,358,723) 77,300 (847,026) 
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Exposure to foreign currency exchange risk 

The Bank's exchange exposure arises from foreign exchange dealing by treasury and currency 
exposures originated by commercial banking businesses. The latter are transferred to treasury where 
they are managed within approved limits. The Bank manages foreign exchange exposure within risk 
limits. The Bank's exposure to foreign exchange risk is shown in the table below: 

As at 31 December 2015 
III tllOliSum/J of USD USD IOD EUR GBP CHF Olher Total 
Assels 
Cash and balances wilh Cenlral Bank or Iraq 1,476.248 6.293,410 22,429 1.225 7,793,312 
Balances al banks 7,490,759 17,454 1,359,310 20,398 1,839 2,999 8,892,759 
Loans and advances 10 customers 3.563,909 751.888 20,964 4,336,761 
Available·ror-sale investment securilies 5.000 42 5,042 
Held-la-maturity investment securilies 628.615 1,162,791 56 1,791,462 
Olher asselS 342,210 77,249 6,287 23 425,769 

TOlal financial assels 13,506,741 8,302,834 1,409,046 21.646 1,839 2,999 23,245.105 

Financialliabilitics 
Deposits rrom cuslomers 17.308,847 1,589.983 1,374,161 18,463 1,505 2.082 20,295.041 
Colleclive impairmenl on LCs and LGs 37.051 37,051 
Olher liabililies 54,779 155,599 184 210,562 

TOIaI financial liabilities 17,363,626 1,782,633 1.374,345 18,463 1,505 2,082 20.542,654 

Nelon balance sheet financial posilion (3,856,885) 6,520,201 34,701 3,183 334 917 2,702,451 

As at 31 December 2014 
III ,hol/sa/lfls oj USD USD IQD EUR GBP CHF Olher Total 
Assets 
Cash and balances wilh Central Bank or Iraq 1,665,528 7,010,527 28,926 702 8,705,683 
Balances at banks 15,818,780 21,204 1,846,672 37,186 1,882 7,051 17,732,775 
Loans and advances to customers 1,985,349 712,918 23,391 2,721,658 
Available-ror-sale inveslmenl securities 5,799 50 33 5,882 
Held-to-malurity inveslment securilies 77,300 784,306 861,606 
Other assets 103,327 78,212 342 181,881 

Total financial assels 19,656,083 8,607,217 1,899,022 38,230 1,882 7,051 30,209,485 

Financialliabilitics 
Deposits rrom CUSlomers 23,888,332 1,265,025 1,941,300 38,475 3.053 6,284 27.142,469 
Collecti ve impairmelll on LCs and LGs 36,983 36,983 
Olher liabililies (3,978,733) 4,486,362 (54,415) (542) (1,181) 750 452,241 

Tolal financial liabilities 19,946,582 5,751,387 1,886,885 37,933 1,872 7,034 27,631,693 

Nelon balance sheet rinancial position (290,499) 2,855,830 12,137 297 10 17 2,577,792 
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(e)	 Operational risks 

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated 
with the Bank's processes, personnel, technology and infrastructure, and from external factors other 
than credit, market and liquidity risks such as those arising from legal and regulatory requirements 
and generally accepted standards of corporate behavior. Operational risks arise from all of the Bank's 
operations. 

The Bank's objective is to manage operational risk so as to balance the avoidance of financial losses 
and damage to the Bank's reputation with overall cost effectiveness and innovation. In all cases, the 
Bank's policy requires compliance with all applicable legal and regulatory requirements. 

The primary responsibility for the development and implementation of controls to address operational 
risk is assigned to senior management within each business unit. This responsibility is supported by 
the development of overall Bank standards for the management of operational risk in the following 
areas: 

•	 requirements for appropriate segregation of duties, including the independent authorization of 
transactions; 

•	 requirements for the reconciliation and monitoring of transactions; 

•	 compliance with regulatory and other legal requirements; 

•	 documentation of controls and procedures; 

•	 requirements for the periodic assessment of operational risks faced, and the adequacy of controls 
and procedures to address the risks identified; 

•	 requirements for the reporting of operational losses and proposed remedial action; 

•	 development of contingency plans; 

•	 training and professional development; 

•	 ethical and business standards; and 

•	 risk mitigation, including insurance where this is effective. 

Compliance with Bank standards is supported by a program of periodic reviews undertaken by 
Internal Audit. The results of Internal Audit reviews are discussed with the management of the 
business unit to which they relate, with summaries submitted to the Bank's board of directors. 

(f)	 Capital management 

Regulatory capital 

The regulatory capital requirements are strictly observed when managing economic capital. 

The Bank's regulatory capital is analyzed into two tiers: 

•	 Tier 1 capital, which include regulatory share capital, retained earnings, general reserve and 
special reserve. 

•	 Tier 2 capital, which includes the element of the fair value reserve relating to investment 
securities and translation reserve in addition to collective impairment allowance. 

The Bank's policy is to maintain a strong capital base as to maintain investor, creditor and market 
confidence and to sustain future development of the business. 
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The impact of the level of capital on shareholders' return is also recognized and the Bank recognizes
 
the need to maintain a balance between the higher returns that might be possible with greater gearing
 
and the advantages anei secllrity r1fforded by R sound capital position,
 

Capital adequacy and the use of regulatory capital are monitored daily by the Bank's management.
 
The Bank's regulatory capital is managed by its central treasury.
 

The Bank's regulatory capital position as at 3 I December was as follows:
 

As of December 31, 
lit thousallds ofUSD 2015 2014 
'l'it:l' 1 l:avital 
Share capital 1,500,858 856,166 
General and special reserves 230,039 240,885 
Retained earnings 1,023,563 1,534,83 I 

2,754,460 2,631,882 

Tier 2 capital 
Fair value and translation reserve 8,529 7,572 
Collective impairment allowance 46,931 83,983 

55,460 91,555 

Total regulatory capital 2,809,920 2,723,437 

6.	 Fair values of financial instruments 

See accounting policy related to fair value measurement in note 4 (g) (vi). 

The fair values of financial assets and financial liabilities that are traded in active markets are based 
on quoted market prices or dealer price quotations. For all other financial instruments, the Bank 
ueternilnes fall' valUes using other valuatIOn techmques. 

Valuation models 

The Bank measures fair values using the following fair value hierarchy, which reflects the 
significance of the inputs used in making the measurements. 

• Level I: inputs that are quoted market prices (unadjusted) in active markets for identical 
i/i:.ll UllItlll:,. 

• Level 2: inputs other than quoted prices included within Level I that are observable either directly 
(i.e. as prices) or indirectly (i.e. derived from prices). This category includes instruments valued 
118 inA: qU0t("d m5lrlcct prit.:cc in :\cti'.'i marb'tc for cimilor inGtn,j11l0l1toi quotod lJrioo(] fol' idoJ1lioul Ill' 

similar instruments in markets that are considered less than active; or other valuation techniques in 
which all significant inputs are directly or indirectly observable from market data. 

• Level 3: inputs that are unobservable. This category includes all instruments for which the 
valuation technique includes inputs not based on observable data and the unobservable inputs have a 
significant effect on the instrument's valuation. This category includes instruments that are valued 
based on quoted prices for similar instruments for which significant unobservable adjustments or 
assumptions are required to reflect differences between the instruments. 

For financial instruments that trade infrequently and have little price transparency, fair value is less 
objective, and requires varying degrees of judgment depending on liquidity, concentration uncertainty 
of market factors, pricing assumptions and other risks affecting the specific instrument. 
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Valuation techniques include net present value and discounted cash flow models, comparison to 
~il1t.ilal ill~ll Ul1lelll~ [Ul wlddl Illarkel ohservahle prlt:es exlsr. Assumptions and inputs used In 

valuation techniques include risk-free and benchmark interest rates, bond and equity prices and 
foreign currency exchange rates. 

The objective of valuation techniques is to arrive at a fair value measurement that reflects the price 
that would be received to sell the asset or paid to transfer the liability in an orderly transaction 
between market participants at the measurement date. 

The Bank uses widely recognised valuation models for determining the fair value of common and 
more simple financial instruments, like interest rate and currency swaps that use only observable 
market data and require little management judgment and estimation. Observable prices and model 
inputs are usually available in the market debt and equity security exchange traded derivatives and 
simple over the counter derivatives like interest rate swaps. Availability of observable market prices 
and model inputG reduceG the need for management judgement and estimation and also reduces the 
uncertainty associated with determination of fair values. Availability of observable market prices and 
inputs varies depending on the products and markets and is prone to changes based on specific events 
and general conditions in the financial markets. 

The table below analyses financial instruments measured at fair value at the reporting date, by the 
level in the fair value hierarchy into which the fair value measurement is categorised. The amounts are 
based on the values recognised in the statement of financial position: 

Bull/llces ul bUIlk.< Fair value Total Total carrying 
31 December 2015 Levell Level 2 Level 3 rair value amount 

Financial assets measured at rair value: 
Financial assets available ror sale: 
Equity sccllrilies 1,002 4,040 5,042 5,042 
Financial assets not measured at rair value: 
Balances with Central Bank 7,793,312 7.793,312 7.793,312 
DlIe rrom banks 8,892,759 8,892,759 8,892,759 
Loans and advances to customers 4,336,761 4,336,761 4,336,761 
Investment secllrities 1,791,462 1,791,462 1,791,462 
Total Financial assets not measured at rair value 1,002 22,814,294 4,040 22,819,336 22,819,336 

Financial liabilities not measured at rair value: 
Deposits rrom customers 20,295,041 20,295,041 20,295,041 
Total Financial liabilities not measured al rair value 20,295,041 20,295,041 20,295,041 

III ,housullds oj USD Fair value Total Total carrying 
31 December 2014 Levell 
Financial assets measured at rair value: 
Financial assets available ror sale: 
equity securities 882 
Financial assets not measured at rair value: 
Balances with Central Bank 
l'lIo from bonl:c 
I,nans an~ a~vanrr.1 In rllllnmrrl 
Investment securities 

Level 2 Level 3 rair value amount 

5,000 5,882 5,882 

8,705,683 8,705,683 8,705,683 
17,7)2,775 17.7J2,77j 17,732,773 
1,7J I,658 J,n 1,658 J,nl.ti'ip' 

861,606 861,606 861,606 
Total Financial assets not measured at rair value 882 30,021,722 5,000 30,027,604 30,027,604 

Financial liabilities not measured at rair value: 
Dopooito rrom ouolomoro 27,142,469 27,142A(i9 27.142,4tl9 
Tolal Financial liabilities not measured at fair value 27,142,469 27,142,469 27,142,469 
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The financial assets classified as available for sale includes non-listed equity securities amounting to 
USD thousands 5,000 (2014: USD thousands 882) that are measured at cost. Management believes 
that there are no observable market value for these securities and cost is the best estimate of their fair 
market value. During the year of 2015, the bank booked an additional impairment loss in amount of 
USD 1.5 M on these investments amounting to be in total USD 3 M. Based on the bank management 
opinion, this impairment losses is sufficient to meet any expected future losses. 

7. Cash and balances with Central Bank of Iraq 

III thousands of USD 

Cash at vaults
 
Balances with Central Bank of Iraq except the mandatory reserve
 

Cash and cash equi va1ents (note 23)
 

Mandatory reserve deposits with the Central Bank *
 

Non-interest bearing balances 

As of December 31, 
2015 2014 

354,268 243,187 
7,259,257 7,329,361 

7,613,525 7,572,548 

179,787 1,133,135 

7,793,312 8,705,683 

7,793,312 8,705,683 

7,793,312 8,705,683 

* Mandatory reserve deposits are not available for use in the Bank's day-to-day operations and are non
interest bearing. 

8. Balances at banks 

In thousands of USD 

Local banks 
Governmental banks (Note 24) 
Foreign banks 

Cash and cash equivalents (note 23) 

Floating interest bearing balances 

As of December 31, 
2015 2014 

15,996 
3,115 

8,873,648 

8,892,759 

14,982 
9,680 

17,708,113 

17,732,775 

8,892,759 

8,892,759 

17,732,775 

17,732,775 
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9. Loans and advances to customers - net 

As of December 31, 
In [hot/sClnds of USD 2015 2014 
Retail 
Loans and advances 62,371 54,552 
Overdrafts 316,344 312,305 

378,715 366,857 
Corporate 
Loans and advances 271,128 441,617 
Overdrafts 1,477,521 1,149,435 

1,748,649 1,591,052 
Governmental 
Luaus allll allvallees 3,2:5.3,0.34 j ,:L)j,UJ4 
Overdrafts 3,876 

3,253,034 1,256,910 
Gross loans and advances to customers 5,380,398 3,214,819 

Less: Interest in suspense (206,883) (39,588) 

Less: Allowance for impairment (836,754) (453,573) 

Net loans and advances to customers 4,336,761 2,721,658 

Reconciliation of allowance account for losses on loans and advances to customers is as follows: 

In [hot/sonds of USD 

Balance at I January 
Provision for the year * 
Transfer from other provisions 

Balance at 31 December 

As of December 31, 
2015 2014 
453,573 443,026 
370,605 J0,547 

12,576 

836,754 453,573 

* Based on the Central Bank of Iraq Board of Directors decision number 94 for the year 2016 dated on 
June 29, 2016, the bank should book 75% of its net profit for the year 2015 as impairment losses 
(provisions) for the direct credit facilities which justify the increase in the current year expense 
comparing to the prior year. 
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10. Investment securities - net 

As of December 31, 
In thousands of USD 2015 2014 
Held-to-maturity investment 1,791,462 861,606 
AvaiJable-for-sale investment 5,042 5,882 
(Impairment losses on available for sale investment) (3,000) (1,500) 

1,793,504 865,988 
Held-to-maturity investment securities 

Iraqi treasury bills, maturity 91 days 1,070,213 
Iraqi treasury bills, maturity 1~2 days 784,306 
Iraqi treasury bills, maturity more than 182 days 721]249 77]300 
Total hf'lrl-to-m:\tlJrity invl'stmcnt 1.791 Afi2 R(i 1,fiOn 

Available-for-sale investment securities 
E(}IIi~y liecuritieli (II C()Ii\: lInlist~rl A,OAn 'i;nnn 
Equity securities at fair value: listed 1,002 882 

Total available-for-sale investment securities 5,042 5,882 

Total investment securities 1,796,504 867,488 

Current 1,074,253 
Non current 722,251 867,488 

1,796,504 867,488 

The movement in investment securities during the year is summarized as follows: 

Held-to- Available-fol'
maturity 631w Total 

Balance at 1 January 2014 130,829 5,830 136,659 
i'.dditiono 1,15G,OJ4 1,ISu,m4 
Matured (425,257) (425,257) 
Gains from changes in fair value 52 52 

Balance ar .H December .lU!4 ~61 ,6U6 j)Hf2 H67,4gg 

Balance at 1 January 2015 861,606 5,882 867,488 
Additions 1,714,161 1,714,161 
Matured (784,305) (1,797) (786,102) 
Gains from changes in fair value 957 957 

Balance at 31 December 2015 1,791,462 5,042 1.796,504 

The movement on available for sale impairment losses during the year is summarized as follows: 

As of December 31, 
III thousands of USD 2015 2014 
As of January 1, 1,500 
Impairment loss during the year 1,500 1,500 
Balance as of December 31, 3,000 1,500 
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11. Property and f;1J.uipment 

In thol/sands of UD Machinery Leasehold Fixture and Building under 
Cost Land Buildings and tools Improvement Vehicles Fiurniture construction Total 
Balance at 1 Jar.uary 2014 10,265 25,629 935 8,635 611 1,551 20,704 68,330 
Additions 1,440 176 167 1,902 191 1,997 5,330 11 ,203 
Transfer - (54) - - (70) - (5,723) (5,847) 
Balance at 31 December 2014 11,705 25,751 1,102 10,537 732 3,548 20,311 73,686 

Balance at 1 Jar.uary 2015 11,705 25,751 1,102 10,537 732 3,548 20,311 73,686 
Additions 6,894 7,757 269 157 - 2,206 4,102 21,385[



Transfer - 21,624 - - - - (21,624)
 
Balance at 31 December 2015 I 18,599 55,132 1,371 10,694 732 5,754 2,789 95,071
 

Depreciation
 
Balance at 1 Jaruary 2014 - 2,381 935 - 332 868 - 4,516
 
Depreciation foc the year - 2,761 167 - 400 2,680 - 6,008
 
Balance at 31 December 2014 - 5,142 1,102 - 732 3,548 - 10,524
 

.. 
Balance at 1 Jaruary 2015 I - 5,142 1,102 

~ 

- 732 3,548 - 10,524 
Depreciation for the year I - 3,141 269 139 - 2,206 - 5,755 
Balance at 31 {:Iecember 2015 I - 8,283 1,371 139 732 5,754 - 16,279 

Carrying amolfnts 
Balance at 1 Jarwary 2014 11,705 20,609 - 10,537 - 20,311 63,162 

Balance at 31 C~cember 2015 18,599 46,849 - 10,555 - - 2,789 78,792 

In 2010 the GO',ernment of Iraq granted the Bank a Land amounting to USD 4,176 for use in its banking operation. Since the Government of Iraq is the owner of the Bank 
and the grant w;:.s unconditional, the land was recognized freehold asset of the Bank and as a special reserve in equity (see note 17). 

31 



TRADE BANK OF IRAQ 

Notes to the financial statements 

31 December 2015 

12. Other assets· net 

In "IOt/sands of USD 

Conunissions receivable 
Prepaid expenses 
Advances to employees 
Accrued interest income 
Other assets 
Allowance for impairment * 

As of December 31, 
2015 

23,586 
906 

3,118 
369,089 

29,070 
(15,253) 

410,516 

2014 

35,670 
2,114 
2,783 

134,744 
19,146 

(12,576) 

181,881 

* Based on the bank management opinion, an amount of USD 12,576 K allowance for impairment 
related to accrued interest and other assets was transferred to direct credit facilities impairment loss 
due to the fact that is not required anymore and to support the facilities provisions. During the year 
2015 an amount of USD 15,253 was booked according to uncollectable debts in the other assets 
accounts. 

13. Deposits from customers 

III "JOt/sands of USD 

Current accounts
 
Saving accounts
 
Call deposits
 
Other deposits
 

Margin accounts 
Margin accounts against letters of credit 
Margin accounts against letters of guarantees 

Total margin accounts 

Total deposits from customers 

14. Collective impairment on LCs and LGs 

In thousands of USD 

Balance at January 1, 
Impairment loss for current year 

Balance December 31, 

As of December 31, 
2015 2014 

5,616,285 9,134,476 
307,387 321,231 

46,643 66,148 
40,615 36,304 

6,010,930 9,558,159 

14,174,424 17,477,282 
109,687 107,028 

14,284,111 17,584,310 

20,295,041 27,142,469 

As of December 31, 
2015 2014 

36,983 20,013 
_____68_ 16,970 

____3......7....:...,051_ 36,983 
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15. Other liabilities 

III I!lOU,IWLJS oj USD 

Trade creditors 
Certified checks issued 
Dcfcrrcd LCs and LGs commission income 
Internal bills of exchange 
Customers' restricted LGs margin 
Accrued expenses 
Bills of exchange 
Stamp fees payable 
Customers funds blocked by legal order 
other 

16. Share capital 

As of December 31 ! 

2015 2014 

44,137 130,816 
25 29 

75,726 131,602 
49,858 120,576 

30 
1,216 5,196 

129 839 
1,251 1,098 
2,158 2,221 

36,064 59,834 
210,563 452,241 

Based on the Iraqi Head of Ministries decision number 260 for the year 2015 dated on July 8, 2015, 
the bank had obtained the approval to increase the share capital in amount of IQD 750 B which equal 
to USD 644,692 K to be in total disclosed and paid equal to USD 1,500,858 K comparing to USD 
856,166 K on 2014. 

The bank represent a governmental entity according to the Coalition Provisional Authority (CPA) 
Order number (l00) in 2004. Then CPA authorities was delegated to Iraqi Head of Ministries. 

17. Reserves and retained earnings 

In thousands of USD 

General reserve (a)
 
Fair value reserve-available-for-sale investmemts (b)
 
Special reserve (c)
 
Translation reserve (d)
 
Retained earnings (e)
 

As of December 31 , 
2015 2014 

225,863 236,709 
1,472 515 
4,176 4,176 
7,057 7,057 

1,023,563 1,534,831 

1,262,131 1,783,288 

The Head of Ministries consulting about the net profit realized for each year and the accumulated 
retained earnings to take a decision of retained these earnings in the bank book or invest it for future 
benefits. 
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(a) 

Movement in reserves and retained earning.~ were as follows: 

General reserve 

III thousallds of USD 

As of December 31, 
2015 2014 

Balance at 1 January 236,709 236,709 
Transfer from retained earnings (IO,R4A) 

Balance at 31 December 225,863 236,709 

(b) Fair valuc rcscrl'c  financial instruments Ul1ailable-for-sale 

III thousands ofUSD 

As of December 31, 
2015 2014 

Balance at 1 January 
RtWillllilllol) d)i1l1el~ cllll"ln::; !hr: y,M 

Balance at 31 December 

515 
~""I:-:-----

1,472 

463 
)1 

515 

(c) Special reserve 

The Government of Iraq granted the Bank land for the use in business (see note 11). Because the 
Government of Iraq is the owner of the Bank and the grant was unconditional, the land was 
recognized freehold asset of the Bank and as a special reserve in equity. 

(d) Translation reserve 

The translation reserve comprises all foreign currency differences arising from the translation of the 
financial statements from the functional currency to the market currency. 

(e) Retained earnings 

III thousallds oj' USLJ 

BuIUUl:l: at 1 January
 
Transterred to share capital
 
Transferred from reserves
 
Reallocation for fair value reserve
 
Profit for the year
 

Balance at 31 December 

As of Decemher 11 , 

2015 2014 

J,)34,03 1 1,:LUb,Yl/ 
(644,692) 

10,846 
(957) 

123,535 328,304 

1,023,563 1,534,831 
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18. Net interest income 

III thousallds of USD 

Interest income 
Balances with Central Bank of Iraq and due from banks 
Loans and advances to customers 
Held-to-maturirty investment securities (note 24) 

Total interest income 

Interest expense
 
Deposits from customers
 

Total interest expense
 

Net interest income
 

19. Fee and commission income 

III thousallds of USD 

Conunission income on letters of credit 
Commission income on letters of guarantee 
Commission income on fund transfers 
Other fees and commissions 

Total fee and commission income 

20. Net trading income 

III thousands of USD 

Interest income 
Net gain from foreign exchange operations 
Losses from changes in fair value 

21. Personnel expenses 

In thousallds of USD 

Wages and salaries 

35 

For the year ended December 
31, 

2015 2014
 

28,655 34,103 
176,615 127,210 
58,092 29,765 

263,362 191,078 

(11,704) (10,437) 

(11,704) (l0,437) 

251,658 180,641 

For the year ended December
 
31,
 

2015 2014
 

105,502 97,929 
49,402 44,825 
10,654 13,999 
7,740 7,497 

173,298 164,250 

For the year ended December
 
31,
 

2015 2014
 

6,800 5,603 
138,898 80,110 

(7) 

145,691 85,713 

For the year ended December
 
31,
 

2015 2014
 

26,251 23,741 
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22.	 General and administrative expenses 

For the year ended December 
31, 

In thousands of USD 2015 2014 

Security expenses 9,317 8,845 
Research & consultancy services 56 162 
Subscriptions, fees and licenses 1,0] 8 1,852 
Rent ],458 1,683 
Travel and transportation expenses 708 844 
Advertising expenses 63 210 
Fuel and oil 477 338 
Repairs and maintenance 286 392 
Office supplies 352 509 
Legal and professional fees 239 ]86 

Taxes and governmental fees 331 333 
Other expenses 8,600 18,190 

22,905 33,544 

23.	 Cash and cash equivalents 

As of Devember 3 I, 
III thousands of USD 2015 2014 
Cash and balances with Central Bank of Iraq other than mandatory 
reserve deposits (Note 7) 7,613,525 7,572,548 

Balances at banks (Note 8) 8,892,759 17,732,775 

16,506,284 25,305,323 

24. Related parties 

The Bank is a governmental entity, and all the governmental entities except for the Central Bank of 
Iraq (regulator) are considered related parties. 

A number of banking transactions are entered into with related parties in the normal course of 
business. These include loans, deposits and other transactions. 

The volumes of related party transactions, outstanding balances at the year-end, and relating expense 
and income for the year as follows: 

(a) Governmental entities 

Loans and advances and overdrafts to governmental entities 

In thousands of USD 2015 2014 

Loans outstanding at I January 1,256,910 417,606 
Net movement during the year	 1,996,124 839,304 

Loans outstanding at 31 December (note 9)	 3,253,034 1,256,910 
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Deposits from governmental entities 

III thouSOl/ds of USD	 2015 

DllPOr.itG ot I Jonuary 21,1J£l,-4S£l 17,J2G,£lJ£l 
Net movement during the year (6,101,697) 7,111,620 

Deposits at 31 December 18,336,761 24,438,458 

Other balances with governmental entities
 

11/ thol/sal/ds of lISD
 1.015 2014 

Due from governmental banks 3,115 9,680 
Held-to-maturity investment securities 1,791,462 861,606 

1,794,577 871,286 

Interest income from governmental entities 

III thol/sUl/ds of USD 2015 2014 

Loans 77,121 26,330 
Financial assets held for trading 6,800 5,603 
Held-to-maturity investment securities 58,092 29,765 

142,013 61,698 

(b)	 Key management personnel compensation 

III/hoI/solids of USD 2015 2014 

Benefits ann rr.ml1nr.ration - short t~rm 143 123 

25.	 Subsequent event 

Based on the Central Bank of iraq Board of Directors decision number 94 for the year 2016 dated on 
June 29, 2016, the bank should book 75% of its net profit for the year 2015 which equal to USD 
370,605 K as impairment losses (provisions) for the direct credit facilities to strength the bank 
financial position, process the losses incurred in the political areas and distribute the reaming as 
dlvjdend~ Or capitalize It. 
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