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Independent auditors’ report

To the Board of Directors of
Trade Bank of Irag

We have audiled the accompanying financial statements of Trade Bank of Iraq (the “Bank™}, which
comprise the statement of (inancial position as at 3) December 2015 and the related statements of
profit or loss and other comprehensive income, changes in equity and cash flows for the year then
ended, and notes, comprising a summary nf <ionificant acrronnting palicies ang other explaoatory
information.

Management's responsibility for the financial statements

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

Auditors’ responsibility

Qur responsibilily is 1o express an opinion on these financial statements based on our audit. We
conducied our audit in accordance with International Standards on Auditing. Those slandards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statemenls are free from malerial misslatement.

An audit involves performing procedures to obiain 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 misstarement of the financial statements, whether due to fraud or
error. In making those risk assessments, we consider internal control relevani (o the entity’s
preparation and fair presentation of the financial statemenls in order to design avdit procedures thal
are appropriate in the circumslances, 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 evalnating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate (0 provide a basis
for our audit opinion,

Opinion
In our opinion, the financial stalements 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 witl] International Financial Reporting Standards and Central Bank of Iraq
instructions.
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TRADE BANK OF IRAQ

Statement of financial pusitivu

As at December 31,
In thousands of USD Note 2015 2014
Assets
Cash and balances with Central Bank of Iraq 7 7,793,312 8,705,683
Balances at banks 8 8,892,759 17,732,775
Loans and advances to customers - net 9 4,336,761 2,721,658
Investment securities - net 10 1,793,504 865,988
Property and equipment - net 11 78,792 63,162
Other assets - net 12 410,516 181,881
Total assets 23,305,644 30,271,14¢
Liabilities
Deposits from customers 13 20,295,041 27,142,469
Collective impairment on LCs and LGs 14 37,051 36,983
Other liabilities 15 210,563 452,241
Total liabilities 20,542,655 27,631,693
Equity
Share capital 16 1,500,858 856,166
Reserves 17 238,568 248,457
Retained earnings 17 1,023,563 1,534,831
Total equity 2,762,989 2,639,454
Total liabilities and equity 23,305,644 30,271,147

The notes on pages 6 to 37 are an integral parl of these financial 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:

CLU & Cluaitinan Rlindnee Manager




TRADI RANK O IRAQ

Statement of profit or loss and other comprehensive income

In thousands Uf Usb
Interest income
Interest expense

Net interest income

Eee and rommiccinn infnme
Fee and commission expense

Nel fee and commission income

Net trading income
Operatlog Income

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

Profit for the year

Other comprehensive income

Fair valve reserve (available-for-sale financial assets)

Other comprehensive income for the year
Total comprehensive income for the year

[or the year ended

December 31,

Nole 2015 2014
18 263,362 191,078
18 (11,704) (10,437)

251,658 180,64 1

19 173,208 164,250
(11,664) (9,990)
161,634 154,260

20 145,691 85,713
558,U83 420,614

9  (370,605) (10,547)
10 (1,500) (1,500)
14 (68) (16,970)
12 (15,253) _
21 (26,251) (23,741)
22 (22,905) (33,544)
11 (5,755) (6,008)
6,889 -

123,535 328,304

10 957 52
057 52

124,492 328,356

'I'he notes on pages o to 37 are an integral part ot these financial statements and shoultd

be read with them and with independent auditor repoit.
The financial statements were authorized for issue on behalf of the Board of Directors

on 26 October 2016 by:

CEQ & Chairman

Finance Manager




TRADE BANK OF IRAQ

Statement of changes in equity

in thousands of USD

Balance at 1 January 2014

Profit for the year

Other comprehensive income

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

Total other comprehensive income

Total comprehensive income for the year
Balance at 31 December 2014

Balance at 1 January 2015
Profit for Lhe year

Other comprehensive income

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

Tolal other comprehensive income

Total comprehensive income for the year
Transferred to share capital (Nole 16)
Transferred from reserves to retained earning

Balance at 31 December 2015

The notes on pages 6 to 37 are an integral part of these financial statements and should be read with them and with independent audilor report,

Share General Fair value Special Translation Retained Total
capital reserve reserve Teserve  reserve earnings equity
856,166 236,709 463 4,176 7,057 1,206,527 2,311,098
- - - - - 328,304 328,304
52 - - - 52
- - 52 F - 52
- - 52 - - 328,304 328,356
856,166 236,709 __ k5 4,176 7,057 1,534,831 2,639,454
856,166 236,709 515 4,176 7,057 1,534,831 2,639,454
- - - - - 123,535 123,535
2 - 957 - -~ - 957
- - 957 - = £ 957
- - 957 - —~ 123,535 124,492
644,692 - = - - (644,692) —~
- (10,846) - - = 9,889 (857
1,500,858 223,863 1,472, 4,176 7,057 1,023,563 2,762,989




TRADE BANK OF IRAQ

Statement of cash flows

In thowsands of USD

Cash flows from operating activities

Profit for the year

Adjustments for:

Impairmenl loss on Joans and advances to cuslomers
Impairment losses on available for sale investment
Impairment losses on other assets balances
Collective tmpairment on LCs and LGs
Deprectation expense

Net interest income

Change in balances with Central Bank of Lraq
Change in net loans and advances to customers
Change in other assets

Change in deposits from custormers

Change in other liabilities

Interest received
Interest paid

Net cash (used in} from operating activities

Cash flows from ianvesting activities
Acquisition of investments securilies

Proceeds from matured of investment securities
Acquisttions of property and equipment
Proceeds from sale of property and equipment

Net cash (used in) investing activities

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents at 1 Janvary
Cash and cash equivalents at 31 December

z
=]
=8
©

10
12
14
[1
i8

18
18

10
10
[1

23

For the year ended
December 31,

2015 2014

123,535 328,304
370,605 10,547
1,500 1,500
15,253 -

68 16,970

5,755 6,008
(251,658) (180,641)
265.058 182,688
953,348 (409,531)
(1,985,708) (1,479,717
(243,888) (101,102)
(6,847,428) 7,599,751
(241,679) 15,833
(8,100,296) 5,807,922
263,362 191,078
(11,704) (10,437)
(7,848.638) 5,988,563
(1,714,161)  (1,156,034)
785,145 425,309
(21,385) (11,203)

- 5,847
(950,401) (736,081)
(8,799,039) 5,252,482
25305323 20,052,841
16,506,284 25,305,323

The notes on pages 6 1o 37 are an integral part of these financial statemenis and should be read with

them and with independent auditor reporl.
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TRADE BANK OF IRAQ

Notes to the financial statements
31 December 2015

Legal Status and Main Operations

Trade Bank of lrag (the “Bank” or “TBI”) was established as an independent governmenial 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 Irag.
The address of the Bank’s registered office is Baghdad, Al-Mansoor district.

The Bank provides rerail, corparate and investment banking services through its head office located in
Baghdad, Al-Mansoor district and 21 branches with more than 1000 employees.

Baric of proparation

Statement of compliance

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

Basis of measurement
The financial statements have heen prepared on the historical cost basis except for the following item
in the statement of financial position;

s available-for-sale financjal assets are measured ai fair value

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 Iragi Dinar (IQD). All financial information presented
in USD has been rounded (o the nearest thousand,

Use of estimutes und judgments

The preparation of the financial statements in conformity with IFRS and Central Bank of Irag
mstrachions requires the management o make judgments, estimates and assumptions that affect the
application of accounting policion and the roporfed amounto of asosia, ligbilitica, income and
expenses. Actual results may differ from these estimales.

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

Assumptions and estimation uncertainties

Information about assumpiions and estimation uncertainties thal 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 § = determination of fair value of financial instruments;

* Note 14 — Collective impairment on LCs and LGs: key assumptions abous the lkelithood and
magnitude of an ocutflow of resources.

Impairment of financial instruments

Assets accounted for at amortized cost are evaluated for impairment on a basis described In
accouniing policy 4 (g) (vii).
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TRADE BANK OF IRA(Q)

MNotes to the financial stataments
3 Decemiber 2015

The specific counterparty component of the intal alinwannes for impairment applies 1o financial assets
cvoluned Individually For impairment and Ge haged opon masegomead's b esdaoaiu ol il
cecoverable amounts thal are expected to be received In esfimating these amounts, management
makes judgments aboul counterparty’s fnancial sitwaton and the nel realizable walue of any
underlying collateral. Eoch impaired. agsel & aszessed on fis menrs, and the workoul stralegy and
estimpte oF amounis congidered recoverable are independently approsed by the Credir Risk funciion

Collectively assessed impairment allgwsnces cover credht loszes inberent i portfolios of loans and
advpnges with similar economic characienisiicg when there (s objechive ewidence m segpest thal they
contam impared loang and sdvances, ber the ndividual smpaired dems canngd yel be dentfied. In
assessing the peed for collective loan boss allowances, monagement copsiders factors such as credii
qualily, portfobo sreg, conceniralions, and economue fetors. In opder ooestimare the reguired
allowance, assumptions are made i defing the way inherent [osses are modeled and o defermine the
required  inpul puramielers, boged on historical experience and current economic conditons The
sooutasy ol e allewances depends on the esilmawe fuiure cash Mows for specitic counlerpariy
ollgwances and the modcl assumptions and paramesers used i delermining collective allowances.

Invesiment m egquity secuniles are evalusted for impairment on the bosi descnbed i accouniing
palicy 4 (gl (vii). For an invesiment in equily security, a significant or profonged decline i s fair
value below its cost is objeciive evidence of impairment. In this respect | the Bank regards a dechine m
fair value in excess of M) pereent o be “significant” and a decline in a guowed mackel price ihat
persisis for nine months or longer tobe “prolonged”™.

Changes in accounting policies

The fnancial staements have been prepared in osecordance with Inerpancnal  Standards of
Accounting and its interpretatons which s ssued by Intermational Financial Beporting Intérpretations
Comrruttes in addition o the local law and Central Bank of Lrag instructions,

The sccounbng policies applied by the Bank in these financial siatements for the year ended
December 31, 2015 are the same as those apphied by the Bank in ug Nlnancial stalemenis for the yea
ended December 30, 2014, except for the following Inermational Financial RBeporting Standards
effective ofter Janwary 1, 20016, The opplication of these amended siandards did nof have a significang
effect on the finonceal staremenis of the company

= Defined Benefit Plans: Employee Contribubions (Amedments i JAS 195
« Annual Improvements Lo [FRSs 2000201 2 cycle
= Annual Improvements i [FESs 200 1=201 3 cycle

Significant sceounting policies

Excepr for changes explamed in Mote 3. the secounting policies set oul below have been bppled
consisiently 1w all vears presented in these Dnancial statements and have been apphied consistently by
the Bank.

Forelgn curreéncy

Foreign currency Iransaciions

Transactions in foreign currencies are wanslated inig he respective fupcrional currency of the Bank ai
the spot exchange rate at the date of the ransaction. Monetary assers and habilities denominaied in
Foreign currencies a1 the reporting dare are reteanalared w the funcnonal currency ar the spol exchange
rate ar that date. The foreign currency gain or 10ss on monetary mems is the difference berween
amornzed cost in the functional currency at the beginmng of the vear, adjusted for effectve inerest
and payments during the year, and the amomized cost n foreign curmency manslated ar ihe spor
exchange rate at the end of the vear,
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TRADE BANK OF IRAQ
Notes to the financial statements
31 December 2015

Non- mounetary assets and liabilities that are measured at Tair value in a foreign currency are translated
to the functional currency at the spot exchange rate at the gdate 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 dare of transaction.

Foreign currency differences arising on retransiation are generally recoguized 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 cage
foreign currency differences that have been recognized in other comprehensive income are
reclassified 1o profit or Joss).

Translation to the presentation currency

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

= Asses and liabilities of financial are transglated using the closing rate at the date of financial
stalements.

= 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”.

Interest

Interest income and expense are recognized in profit or loss using the effective interesi method. The
effeciive interest rate 15 the rate that exactly discounts the esiimated future cash payments and ceceipis
through the expected life of the financial asset or liability (or, where appropriate, a shorter period) to
the carrying amount of the financial asset or liability. When calculating the effective interest vate, the
Bank estimates future cash flows considering all contractual terms of the financial instrument, but not
future credic losses.

The calculation of the effective interest rate includes all transaction costs and fees that are an infegral
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:

= Interesi on financial assets and liabilities measured at amortized cost calculated on an effective
interest basis;

= Interest on available-for-sale investment securities calculaied on an effective interest basis.

Interest income and expense oo all trading assels 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
assels and liabilities in ret trading imcome, see note 4 (d).

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.



(©

(d)

(e)

(f)
(1)

(ny

TRADE BANK OF IRAQ

Notes to the financial statements
31 December 2015

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

Qther fees and commuission expense relate mainly to transaction and service fees, which are expensed
a3 the acrvicca nc reccived.
Net trading income

Net trading income comprises gains less Insses related 1o rading assels aml labilities, aad includes all
realized and unrealized fair value changes, interest, dividends and foreign exchange difterences.

Lease payments

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

Income tax expense

The Bank is a governmental entity and its income is exempted from income tax according to Iragi
income tax law number (1 13) of year 1982, and its subseqguent amendments. The bank employee are
subject to the Tax Direct Deduction law.

Financial assets and liabilities

Recognition

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

A financial asset or financial Jiability 18 measured initially at fair value plus, for an item not at fair
value through profit or loss, transaction costs that are directly attributable 1o its acquisition or issue.

Clagsileatlon
Financial assets
The Bank classifies its financial assets in une uf e fullowing caleguries:

* Joans and receivables;
s held 1 maturity;
+ available-for-sale; or

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

inancial liabilities
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

Dereeognilinn

Financial assets

The Bank derecognizes a financial asset when the contracwval rights to the cash {lows from the
financial asset expire, or il translers the rights to receive the contractual cash flows in a lransaction in
which substantially all the risks and rewards of ownership of the financial asset are transferred or in
which the Bank neither (ransfers nor retains substanttally all the risks and rewards of ownership and it
does not retain control of the financial asset, Any interest in such transferred financial assets thal
qualify for derecognition that is created or retained by the Bank is recognized as a separate asset or
liability. On derecognilion of a financial asset, the difference between the carrying amount of the assel
(or the carrying amount allocated 1o the portion of Lhe asset derecognized), and the sum of (i) the
consideration received (including any new assel oblained less any new liability assumed) and (ii) any
cumulanve gain or loss thal had been recognized in other comprehensive income 1s recognized in
profit or loss.

In transactions in which the Bank neither relains noy tyansfers substantially all the risks and rewards of
ownership of a financial asset and it retains control over the assel, the Bank continues (o recognize the
asset 10 the exlent of its conlinuing involvemenl, determined by the extent 10 which it is exposed 1o
changes in Lhe value of Lthe transferred asset.

Financial liabilities
The Bank derecognizes a financial liability when its contraclual obligalions are discharged, cancelled
or expire.

OfTsetting

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 inlends either to
settle them on a net Dasis or 10 realize the assel and settle the liability simultaneously. Income and
expenses are presented on a net basis only when pernilted undev IFRS, or for gains and losses arising
from a group of similar transaclions such as in the Bank's trading activity.

Aninrtized cost measurementd

The amortized cost of a financial asset or liability is the amount at which the financial asset or lability
is$ measured ar initial recognition, minus principal repayments, plus or minus the cumulative
amortization using lhe effective inlerest method of any difference between lhe initial amounl
recognized and the malurity amount, minus any reducticn for impairment.

Fabr value measurement

Fair value is the price thal would be received to sell an asset or paid to transfer a liability in an orderly
ransaction between market participants at the measurement date. The fair value measurement is based
an the. presnmption that the iransaction ta sell the asset nr transfer the: liahility rake< place pithere:

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

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

}- A stand-zlone asset or liability; or

2- A group of asseis, 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



{vii}

TRADE BANK OF IRAQ

Notes to the financial statements
31 December 2015

The bank has an established control framework with respect 10 the measurement of fair values. This
includes a valuation 1eam that has overall responsibility for overseeing all significant fair value
measurements, including Level 3 fair values, and reports directly to the CFO. The valuation leam
regularly reviews sigrificant unobservable inputs and valuation adjustments.

If third party information, such as broker quotes or pricing services, is used to measure fair values,
then the valuaiion team assesses the evidence chiained 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
Commmittee.

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:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than gquoted prices included in Level | thai are observable for the asset or
liabiity, 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). I the inputs used te¢ measure the fair value of an asset or a liability might be categorized in
different levels of the fair value hierarchiy, then the fair value measurernent is calegorized in its
entitety in the same level of the fair value hierarchy as the lowest level input that is significant to the
entite measurement.

The Bank recognizes transfers between levels of the fair value hiecarchy ai the end of the reporting
peciod during which the change has occurred.

Ldentification and measurcment of impaivment

Al each reporting date the Bank assesses whether there 15 objeciive 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 thal a loss event has occurred after the initial
recognition of the asset(s), and that the loss event has an impact oo the future cash flows of the
asset(s) that can be estimated reliably.

Objective evidence that fimancial agsets are impaired can include significant financial difficulty of the
borcower ar issuer, default or delinguency 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 10 a group of assets such ag adverse changes in the payment status of borrowers or issuers in
the group, or economic conditions thatl correlate with defaults in the group.

Impairment losses on assets carried at amortized cost are measured as the difference between the
cairying 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 fosses are recognized in profit or
loss and reflected in an allowance accouni 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
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TRADE BANK OF IRAQ
Notes to the financial statements
31 December 2015

If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases and
the increase can be relaied objectively to an event occurring afier the impairment loss was recognized,
then (he impairment loss is reversed, with the amount of the reversal recognized in profil or loss.
However, any subsequent recovery in the fair value of an impaired available-for-sale equity secunty is
teeugitiand nuller comprelicusive s,

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

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

+ The assets or liabilities are managed, evaluated and reported internally on 2 fair value basis.

s The designation eliminates or significantly reduces an accounting mismaich which would
otherwise arise.

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 nsk of changes in their fair value, and are used
by the Bank in tie management of its short-texm commitments.

Cash and cash equivalents are carried al amortized cost in the statement of financial position,

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 shori-term profit or position taking.

Trading assets and liabilities are initially recognized and subsequently measured ai 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 incame in profit or loss.

Trading assets and lLiabilities are not reclassified subsequent to their initia} recognition, except that
non-derivative trading asseis, other than ihose 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:

s 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 recognitica), then it may be
reclassified if the Bank has the intention and ability to hold the financial assei 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.

Loans and advances

Loans and advances are non-derivative financial assets with fixed or determinable payments thai are
not quoted in an active market and that the Bank does not intend io sell immediaiely or in the near

term.

12
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TRADE BANK OF IRA(
Notes to the financial statements
H Dowambee 21§

Due from banks are classified as loans and receivables. Loans and advances are initially measured at
fair value plus incremenfal direct (ransaciion costs, and subsequently measured ai their amortizedl cosl
using the effective interest method.

Investment securities

Investment securities are initially measured at fair value plus, in case of invesmment securities not at
fair value through profit or loss, incremental direct transaction costs, and subsequently accounted for
depending on their classification as either held to manirity. fair value theongh profit or Inss, or
available for sale.

Held-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 10 hold 0 mawrity, and which are not
designated as at fair value through profit or loss or as available for sale.

Held-to-maiurity investments are carried at amortized cost using the effective interest method, less
any impairment losscs (see Noie 4 (g) (vin). A sale o1 reclussificenion of o e than msignifican
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 veclassification:

»  Sales or reclasgsificaiions thal are so close (o maturity that changes in the market raie of intecest
would not have a significant effect on the financial asset’s fair value;

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

s Sales or reclassifications attributable to non-recurring isolated events beyond the Bank’s conirol
thai could not have been reasonably anticipaied.

Fair value through profit or loss
The Bank designates some investmant securities at fair value, with fair value changes recognized
immediately in profit or loss as described in Note 4 (g) (vili).

Available-for-suke

Available-for-sale invesiments are non-derivative invesimenls that are designated as available-for-sale
or are not classified as another category of financial assels. Available-for-sale investments comprise
equity securities and debt securities. Ungquoted 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 (o the dividend. Foreign exchange gains
or losses on available-for-sale debt security investments are recognized in profit or loss (see Note 4
(a) (1)). Impairment losses are recognized in profit or loss (see Note 4 (g) (vii)).

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

A non-derivative financial asset may be reclassified from the available-for-sale category fo the loans
and receivables category if jt otherwise would have met the definition of loans and receivables and if
the Bank has the intention and ability 10 hold that financial asset for the foreseeable future or uniil
maturity.
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Property and equipment

Heengnition and measurement

Items of properiy and eguipment are measured at cost less accumulated depreciation and any
accumulated impatrment losses.

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

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

Subseguent costs
Subsequent expenditure is capiralized 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.

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

Irems of property and equipment are depreciated from the date they are availble for use. Depreciation
is caleulaied to write off the cost of items of property and equipment less their estimated residual
values using the straight-line basis over their estimaied 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 1Q years
. Vehicles 1 year
. Fixture and Furniture 1 year

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

Impairment of non-financial assels

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 jts recoverable amount.
Impairment losses are recognized in profit or Joss.

Impairment losses recognized in prior years are assessed at each reporiing date for any indications that
the loss has decreased or no longer exists. An impairment loss is veversed if there has been a change
in the estimales used to delerming 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
getermined, net of depreciation or amortization, if no impairment loss had been recognized.
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Deposits
Depaosits from customers are the Bank's main source of debt funding.

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

Provisions (Impairment losses)

A provision is recognized if, as a resuli 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.

Financial guarantees and loan commitments

Financial guarantees are conracts that require the Bank 10 make specified payments to reimburse the
nolder for a loss it incurs because a specified debtor fails 10 make payment when due in accordance
with the terms of a debt instrument. Loan commitments are firm comumitments to provide credit under
pre-specified terms and conditions.

Liabilities arising from financial guarantees or commitments ta provide a loan at a below-market
interest rate are initially measured al fair value and the initial fair value is amovtized gver the life of
the guarantee or the commitment. The Hability is subsequently carried at the higher of this amortized
ameunt and the present value of any expected payment (o seitle the liability when a payment under the
confracts has become probable. Financial guarantees and commitmenis to provide a loan at a below-
market interest rate are included within other liabilities.

New standards and interpretations not yet adopted

A vumber of new standards, amendments and improvements to standards and interpretations were
issued have not been applied in preparing these financial statemeats. Those which may be relevant o
the Company, is set cut below.

New standards
IFRS 14 Regulatory Deferral Accounts (effective from 2016)
IFRS 15 Revenue from Conteacts with Customers (effeciive 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 JAS 28: Investment Entities Applying the
consgolidation exception. (effective from 2016)

Amendments to TFRS 11- Accounting for Acquisitions of Interests in Joint Operations
(effective from 2016)

Amendments to JAS 16 and LAS 38; Clarification of Acceptable Methods of Depreciation and
Amortization (effective from 2016)

Amendments to IAS 16 and 41: Bearer plants (effective from January 1*, 2016)

Amendments to IFRS 10 and IAS 28: Sale or contribution of assets between an investor and
its assoctate or joint veature (effective from 2016)

Amendments o IAS 27: Equity method in separate {inancial statements (effective from 20]6)
Amendments to LAS 1 {effective from 2016)
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Improvements
Anoual Improvemenis to IFRSs 2012-2014 cycle (effective [rom 2016)

The bank's management expect 0 implement all of these standards and its explanation which
presented above in preparing the financial staterments without incurring any significant effects on the
bank’s financial statement.

Financial risk management
Introduction and overview
The Bank has exposuvre to ihe following risks from financial instrumenits;

) credit risk

. liquidity risk

. market risks

. operational risks

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

Risk management frarnewaori

The Bank’s Board of Directors has overall responsibility for the establishmeni and oversight of the
Bank’s risk management framework. The Bank's risk management policies are established to identify
and analyze the cisks faced by the Bank, o set appropriate risk limiis and controls, and to monitor
risks and adherence to limits. Risk management policies and systems are reviewed regularly to reflect
changes in market conditions, producis and the Bank’s activities. The Bank, through its training and
managemeni slandurds und procedures, oims to devclop a disciplined and constructive conirol
environment, in which all employees understand their roles and obligations.

Credit risk

Credil nisk is e risk of fngncial loss (o the Bank if 2 customer or couprerparty o a financial
insirumnent fails to meel its contractual obligations, and arises principally from the Bank’s loans and
advances to cuslomers and other banks, and invesimenl 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 1o debt securities included in (rading
assels is managed as a component of markei 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 separaie Bank Credit depactment,
reporting to the Bank Credit Commuttee, is responsible for management of the Bank’s credit risk,
including:

*»  Formulating credit policies, covering collateral requirements, credit assessmoent, risk grading
and reporting, documentary and legal procedures, and comphance with regulatory and
statutory requirements.



TRADE BANK OF IRAQ

Notes to the financial statements
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<« Establishing the authorization structure [ov the approval and renewal of credit facilities,
Authorization limits are allocated to business unit Credit Officers. Largec facilifics require
approval by Bank Credit Committee and the CEQ.

s 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.

o Limiting concentrations of exposure (0 counterparties, geographies and industries (for loans
and advances, financial guaraniees and similar exposures), and by issuver, credit rating band,
market liquidity and country (for investment securities).

»  Developing and mainiaining the Bank’s risk grading in order to categories exposures
according to the degree of risk of financial Joss faced and to focus management on the
attendant risks. ‘I'he tsk grading system 15 nsed m determining where impairment provisions
iay be wequired against specific credit exposures. The current risk grading framework
consists of six grades reflecting varying degrees of risk of default and the availability of
collaieral or other credit risk mitigation. The responsibility for setting risk grades lies with the
final approval of Credit commiltee and is subject to regular reviews.

s Reviewing compliance of business units with agreed expaosure 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 commilices on the credit qualily of local
portfolics and appropriate corvective action is taken.

s Providing advice, guidance and specialist skills 1o 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 inlernal rating tools
tailored to the various categories of counterparty. They have been developed internally 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 reflect the latest
projection in the light of all actually observed defaults.

Impairment and provisioning policies

The impairmeni allawance included in the siatement of financial position at year end is derived from
each of the six internal rating grades (e lasi three grades are combined inte one non-performing
grade). However, the largest component of the impairment allowance comes from the non-performing
grades.

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

o Nigmticant tingneial dithenlties facing the cannterparty
e Breach of loan covenants as in case of default

s Expecting the bankruptcy of the counterparty, liquidation, lawsuit, or finance rescheduling.
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*#  Detenocabion of the boirower's competifiive position

=  {Mfering exceprions or surrenders dee 1o economec and |egal reasons related to finoncial
ditficulnes encountered by the counterparty ool prosaded by the Bank in ordinary conditions

#  Detesioration in the value of collateral and

»  Downgrading below loans grade

The bank calculare its impairment losses (provisions] based on the indicative list ssued by the Central
Bank of [raq and the applied internal policies in the bank. In case the Central Bank of lrag issued any
extraordinory instruciions, the bank is requested o apply and disclose aboul i on cheir accounts.

Based on the Central Bank of rag Board of Directors decision number 94 for the year 2016, the bank
have booked 73% of is met profil for the year 2015 as extra imporment losses (provisions) for the
chrect credit Facilities as shown in Mote (25},

Muximum exposure to credit risk before collateral beld or other credit enhancements
Credit visk exposures velating to on-balance sheet assels are as follows:

Litmmn amil sdvances Nalances with CIEI and Invryimeni
la ruslainars b [rani Banks _seourilies L higr assiis

i Anarad o) CHLY 0I5 i 1F] b1 1E ML s b1 1] ] 014
CITping amonn 446701 272185 M6 dIE  J0wwnI7l 391461 86l bbo 410,516 IB1EE|
Aoy ol amorireed cegl )

e |-encellenl 1253008 1353004 [AAJLEDd 20095371 1791463 Ba.G0n  S10518  ED4dST

rade 2.3 goodl and Keeraps L9420 |.55R344 a L = - = S

Cradg & 5.4° hnpaineg LT T35 A5 | - - - - 15183 -

(Groe amowi A3M030F 1214810 1633] 20005371 (1790862 Bl 400 G151 1447

Titleres) I bospense 1206,H3)  (39.518) = = = - = i

Allgwnrre lor separmem

[indisvsdinip (TR LY} (400 8420 - - I]:F,.E:I:I 412 370)

Allpeprce [or keparman

foadleciiee) [-ll'j_ﬁl]t sl - - - = =
Cmryeag amgmsn ssnge tieed cosi L1658 1 TNV LR Bela0s L0816 1E1E
Tl carm kg mfiedl il TRLASE 3 3 4 1052TL I.H!HE_ Eii 1 50 ll-lﬂ-alnﬁ LEL,REL

Credit pisk exposires relating to aff-balance sheel items are ax follows:

2015 24
Fae Mapyrromsdy of LISE
Letters of grarantes E680, 150 6,682,840
Letters of credil 3477263 175 426
10,157,473 6,858,275

The above table represents g worse-case scenario of credil risk exposure o 1he Bank ar 31 December
2005 and 2014, withour mking account of any collareral beld or oiber credin enhancements anached
For on-balance sheer assets, the expotures 261 oul above are based on gross carrving amouni: before
deducting an impairment allowance,
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Collateral held and other credit enhancements and their financial effect

Loans end advances 10 corporate customers

The general creditworthiness of a corporate customer tends to be the most relevant indicator of eredil
quality of a loan extended to it. However, collateral provides addilional security and the Baok
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 an input tn the impairment measurement. At 31 December 2015, the net canying amount of
impaired loans and advances to corporate custemers armounted to USD 466,149 million (2014: USD
402,941 million),

Concentration of risks of financial assets with credit risk exposure

Geographical sectors

The following lable breake down the Bank's on balance cheot credit exposuro at thoir gro3a carrving
amounts before any allowance and interest in suspense (without taking into account any collateral
held or other cvedit support), as categorized by geographical region as of 31 December 2015.

Asia and other
middle eastern

i theusonds of USD Irag courtiers Europe USA Total

Balances with Central Bank of Traq 7,793,312 - - - 7,793312
Due from banks 19,111 2,104,386 4,984,650 1,784,612 8,892,759
Loans and advances 1o cusiomers 4,336,761 -~ - - 4,336,761
Held to maturity investment securities 1,791,462 - - - 1,701,462
Other assels 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

In thousands of USD Irag eopurtiers Europe USA Tntal

Balances with Central Bank of Trag 8,705,683 - - - 8,705,683
Due from banks 50,252 2,798,332 6,258,371 8,585,820 17,732,775
Loans and advances 10 cuslomers 2,721,658 - - - 2,721,658
Held to maturily investment securilies 861,606 - - - 861,606
Other asse(s 194,457 - — - 104,457
As at 31 December 2014 12,573,656 2,708,332 6,258,371 8585820 30216179

Credit risk exposures relating to ott-balance sheet items are as tollows:

Other
In shamsands af HSD Traq Countrigs Tatal
Letier of guarantee 6,789,877 — 6,789,877
Letier of credit 17,652,708 - 17,652,708
As at 31 December 2015 24,442,585 — 24,442 585
As ot 31 December 2014 27,721,878 - 27,721,878
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(i) Industry sector

The fallowing table breaks down the Bank's credit exposure at pross carrying amouni before any
allowance and interest in suspense (without taking into account any other collateral held other credit
supporl). As calegorized by the industry sector of the Bank’s counterparies.

In thawsands af UISDH

2015

Balances with Cereral Bank of lrag
Balanccs al banks

Held-to-maturily invesimen securities
Olber assels

Loans and advances to cuslomers
Retail

Leans

Overdralis

Corporate entitics

Loans

Qverdralts

Governmental

Loans

Overdrafts

Tolal 2015

I thousands of USD

2014

Balances with Central Bank of [raq
Balances at banks

Held-1o-maturtly investment securitics
Otlier gsaels

Loans ond odvonces to customers
Retail

Loaus

Overdralis

Corporale enfilics

Loans

Overdrafis

Governmental

Loans

Qverdrafis

Total 2014

Debt securities

Puhlic and

Financial Trading Consumer  governmental  Others Tolal
7,439,044 - - - - 7,439,044
8,892,759 - - - - 8,892,759
" = = 1,791,462 - 1,791,462
= - = - 425769 425,769
- - 62,371 - - 62,371
-~ - 316,344 - - 316,344
- 271,128 - - - 271,128
- 1,477,52) - - - 1,477,521
- - - 3,253,034 - 3,253,034
16,331,803 748,649 378,715 5044496 425769 23,929,432

Public and

Financial Trading Consumer povernmenlal  Others Total
8,462,496 - - - - R.462 406
17,032,115 - - - - 17,232,775
- - - 861,606 - 861,606
- - - ~ 194487 164 457
- - 54,552 - - 54,552
- - 312,305 - - 312,305
- 441,617 - - - 441,617
- 1,149,435 - - - 1,149.435
- - - 1,253,034 - 1,253,034
- - - 3876 - 3,876
26195271 1,591,052 366,357 2,118,516 194457 30,466,153

All the Bank’s debt securities are Iraqi governmental debl securilies that are held to malurily (note

10).
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Settlement risk

The Bank's activilies may give rise Lo 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 assels as confractually agreed. For certain types of transactions; the Bank mitigates
this risk by setting and monitoring limits for transactions and limiting the counterparties o specific
and well known financial instituiions. Setilement limuts form part of rthe credit approval / hmit
monitoring process described earlier.

Liquidity risk
Liguidity 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 1o managing liguidity is to ensure as far as possible, that it will always have
sufficient liguidiiy to meet ifg liabilities when due, under both normal and stressed conditions, without
incurring unaceeptable 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 asseis and liabilities. Central Treasury then maintains a portfolio of shori-term liquid assets,
largely made up of short-term Jiguid investment securities, loans and advances to banks and other
inter-bank facilities, to ensure that sufficient liquidity is maimained within the Bank as a whole.

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

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

*+  Maintenance of statement of financial position liquidity catios.

* Monitoring of depositor concentration both in terens of the overall funding mix and w0 avoid
undue reliance on large individual depesitors.

¢ Maintenance of liquidity contingency plans,

Funding approach
Sources of liquidity are regularly reviewed by the ieam in Bank treasury (0 maintain a wide
diversification by currency, geography, provider, product and term.
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Non-derivalive financial liabilities ang 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 stalernent of financial position.

B thonsands of USD Up to 1-3 3-12 1-5

31 December 2015 I monih months monihs years Total
Liabilities

Deposits from cuslomers 5,969,661 1,726964 6,606,131 5992285 20,255,041
Other habilities 210,562 - - - 210,562
Tolgl liabilities 6,180,223 1,726,964 6,606,131 5.992,285 20,505,603
he thovsands of USD Up to 1-3 3-12 i-5

3 Devemper co14 1 month months monlhs years ‘l'olal
Liabilities

Deposils from customers 10,140,427 2,122,541 8061,3)3 6,818,188 27,142,469
Other liabilities 452241 — - - 452,241
Total Habilities 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 contracival maturity to the pericds mentioned
above through the main automated syslem of Bank; Expected costs of those tinancial liabilities were
calculated and allocated on the related rime beckets. Non-renewal of those liabilities at maturity has
been assumed when calculating the expected costs. Available assets used to meet the liabilities and 1o
cover all the commutments related to loans include cash, balances with Central Bank of Iraq and due
from banks, treasury bills and other governmental securilies, and loans and advances to banks and
customers.

Assels held for managing liguidity risk
The Bank holds diversified poctfolio of cash and high-quality high-liquid securities to supporl

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

o«  Current balances with banks

= Secondary sources of liquidity in the form of highly liquid instruments for trading.

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 incorae or the value of its holdings of financial instcuments. The
objective of the Bank's market risk management is (0 manage and control market risk exposures
within acceplable parameters in order to ensure the Bank’s solvency, while optirizing the return on
risk.
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Management of marke! risks

The Bank separates its exposure to markel risks hetween trading or non-trading portfolios. The marker
risks arising from (rading and non-trading activities are concentrated in Bank treasury and monitored
by the treasury operating unit. Regular reports are subrnitted to the Board of Directors and heads of
cach business unit regularly and daily to the general manager.

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

Noun-trading portfolios primarily arise from the interest rate management of the entity’s retails and
commercial banking assels and liabilities. Non trading portfolios also consist of forcign cxchange and
equiry risks arising fram the Rank’s held-to-maturity and available-for-gale tnvegtments.

Exposure 1o futerest rate risk

The principal risk to which non-trading portfolios are exposed is the risk of loss from (luctuations in
the fyture cash flows or fair values of financial instruments because of a change in market interest
vawey. Diwvest rawe tisk 18 managed princlpaliy through monitoring interest rale gaps ang by having
pre-approved limits for repricing bands. The Board is the monitoring body for compliance with these
Jimits and is assisted by treasury departinent in its day-to-day monitoring activities. A summary of the
Bank’s interesl rate gap position on non-irading portiolios is as follows:

Ju thousands of USD Carrying Upio 1-3 312 1-5 Mare than  Non bearing
31 December 2015 amonnl | month months monlhs years S years interesi
Cash and balances with Ceniral Bank of lrag 7193312 - - - B ~ 7,793312
Balances al banks 8892750 8892759 - - - - -
Loans and advances to customers - nel 4,336,761 - 48,660 841,118 1.446,983 - -
Available-for-sale investment securities 5,042 - - - - - 5,042
Held-lo-maturity investnent secusities 1391462 - - L714,162 - 71300 -
Uther assets 425,168 - ~ - - - 425,768
Tosul financlul unew L IUS  BRULTY)  ABBGUL  LSSSIU 4Bl 70 020
Deposits fram customers (20295.041)  (456.900) (1,726964) (6,606.13)  (5.992.285) - (5,512,76)
Total linancial fabilities (20,295041)  (456,900) {1,726964) (6,606,131)  (5.992,285) - (5512761
Total intesest cepriciag g3 2050061 8435850 (1.678304) (4,0508513  (2.545300) 77,300 211,362
Ju thowsauds of USD Carrying Upto i3 312 [ B More than  Non bearing
31 December 2014 amount 1 monih monihs months years § years interest
Cash and balances with Central Bank of [rag 8,705,683 - - - - - 8,705,683
Balancas at banks 12132775 11732775 - - - - -
Loans and advances Lo customers - net 2,721,658 591,560 1,866 666367 1459465 - -
Avaitable- for-sale invesimeni secorities 5.882 - - - - - 5,882
Held-to-malurity invesimenl secutities 861,606 - - 84206 - 77,300 -
Other assels 194 457 - - - - - 194,457
Total financial assels 30,220,061 18324.735 3866 1450673 1439465 72,300 8,906,022
Deposits (rom customers {27,142,460) (387,379 (2.122.541) (3.061,313) {68I8,(88) - {9,753,048)
Total financial liabilities (142469 (381.399) (L1254 (R060.17)  (6818.188) - (9,753.043)
Tatal wnleredt repricing gap 3078592 17531356 {2.118.079) (6.610.640)  (5358,32)) 77,300 (847,026
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Expojure o forelgn currency excluege risk
The Bank's exchange exposure anses from lorgign eschange dealing by wepsury ond currency
exposures originaed by commercial banking businesses, The lamer are wranslerred 1o weasury whese
they are managed within approved Fimirs, The Bank manazes foreign exchinge exposure within risk

ligmacs, The Bank's exposure o forelgn exchange nsk i3 shown i the able below:
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TRADE BANK OF IRAQ

Notes to the financial statements
31 December 2015

Operational risks

Operational risk 15 the risk of direct ot 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 Hquidity risks such as those arising from legal and regulatory requirements
and geocrally accepted standards of corporate behavior. Qperational risks arise from all of the Bank’s
operatiens.

The Bank’s objective is 10 manage operaiional risk 50 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 10 address cperational
risk is assigned 1o senior managemenl! within each business unit. This vesponsibility is supported by
the development of overall Bank standards for the management of operational risk in the following
arcas:

+ requirements for appropriate segregation of dulies, including he¢ independent authorization of
transaclions;

s requirements for the reconciliation and monitoring of ransactions;
s compliance with regulatory and other [egal requirements;
s documentation of conlrols 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;
s Jdevelopment of contingency plans;

¢ training and professional development;

* ethical and business standards; and

= rigsk mitigation, including insurance where this is effective.

Compliance with Bank standards is supported by a program of periodic reviews undertaken by
Internal Aundit. The results of Internal Audit reviews are discussed with the management of the
business unit to which they relate, with surmmaries submitied to the Bank’s board of direciors.

Capital management
Regulatory capital
The regulawory capital requirements ace stricily observed when managing economic capilal.

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,

e Tier 2 capital, which includes the clement of the fair value reserve relating to nvestment
securities and translation reserve in addition to collective impairment allowance.

The Bank’s policy is to maintain 2 strong capital base as 1o maintain investor, creditor and market
confidence and to sustain future development of the business,
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TRADE BANK OF IRA{)

Motes to the financial statements
31 December 2005

The impact of the level of capatal on sharehobders' return 06 also recogmized and the Bank recognizes
the peed 1o mamiein o balance befween the higher retums that mughl be possible wilth greaier geanng
ared The sdvaniages and secunty afforded by & sound capital position,

Capitgl adegueacy and the vse of fegulaiory capital ape meomtored daly by the Bank's managemenl.
The Bonk's regularocy capstal i managed by it central reasury.

The Bank's regulatory capital position as ar 31 December was as ollows

As of December 31,

i Phemreeands of LENER Iﬂﬁ 2014
Toew 1 wapulal

Share ciplial 1,500,858 R56, 166
Creneral and special reserves 230038 240,885
Retained eamings 1,023,563 | 534 831

2,734,460 2,631,882

Tier X capital

Fair value and translabon regerve 8,520 1372
Collective impairment allowance 46,931 E3.OE3

53,460 21,535
Total regulalory capital 2,800 920 2,713,437

Fuir wulees of finnncial instruments

See accounnng policy relaed w far value measurement i note 4 (gh nl,

The T volues of financul assets and hinancial habdines that are paded o &ctive markets are based
on gueded markel poces o dealer price gquotations, Fog all other financial instruments, the Bank
determlnes falr values uiibg olher valualnn lechnpues,

Valuntlon models

The Bank measures Far values wsing the folicwing foor walue erarchy, which ceflects phe
significance of the inputs used in making the measurements

»  Level 1D anpuls thal are guoted markel prices (unadjusted) in scbve markets for wentical

fiabineciils,

o Level 20 inpurs other than quoted prices incloded within Level | thar are observable exher directly
{Le. s prices) or iodirectly Le derved from prices]. This caregory mcludes msruments valeed
et ueed marke [ priege in aclve markets for cimiar indirumonts) quoted prices Toe idantloul or
simdlar instruments n markets that are considered less than aclive; or other valuation echnigues in
which all significant inputs are directly or indirectly observable from marke! data.

#  Level 3 inputs that are unobgervable. Thes category includes all nsiruments [or which the
valuatson technique néludes inputs nol based on ohservable date and the unobservable inpuls have a
significant gffect on e mslroment’s valuanon This category ancludes instruments that are valued
Based on quived prices for simdlor instruments Tor which significant voobservable adjustments or
assumplons are required o reflect differences belwesn the instruments,

For fmancal mstrumene thal irade iofrequently and have lide price ransparency, [ar walue is less
objective, and requires varying degrees of pdgment depending on hguidity, concentration uncerlsiniy
of market Tacrorg, pricing assumplons and oher risks affecting e specific msirumeng



TRADE BANK OF IRAQ)

Motes to the financial state ments
31 December 215

Waluahom fechnigees mchude pet presenl value and discovnted cash Now models, companson 0
sidbai insbomenls for wlhich warker observahle prlices exls, Assumpions and inpuls wsed o
valuation lechmigues inclede risk-free and benchmark imerest rowes, bond ond eguity prices and
[oreign currency exchange rales.

The ohjective of valuobion techngues s 0 arrive al a far value measuorement thal reflects the price
that would be recerved to sell the assel or paid to transber the liobility inoan orderly ransaction
beiwesn markel participanis a1 the measuremen date,

The Bank uses widely recognised valuation models For determuining the Fair valve of common and
more simple financial instraments, fiks mierest rate and cwrrency swaps thal use only pbservable
markei dato and require lictle management judgment and estimarion. Observable prices and mode|
mpueis are usually available in the macket dzbt and equaty security exchange traded derivatsves and
simple pver the counter derivalives like inferese rale swaps. Availabiliny of observable market prices
and madel mpus reducos the need for monegement jedgement ond catimmion and olss reduces the
uncerainty associamed with devermination of fair values. Avoilabiliny of observable masket prices and
inpats wanes depending on the products and markers and 18 prone o changes based on specific evens
and] general conditions in the lnoncial markets,

The table below analvses Ononcial instruments measured at fair value al the repocting date, by the
level in the Fair value hierarchy o which the far value megsurement s categonsed, The amouniz are
based an the values recognised in the statement of financial positon:

Bulwices ut basiks _Fair valuz Tedal Tolat carrring

30 Dpcemiber 2315 Larerl 1 Lewel 2 Level 2 Fir walux mrymin|
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TRADE BANK OF TRAQ
Motes to the financial statements
1] December 2015

The hnancial assets ¢ laddilied as pvailable for sale inchedes non-lisied equity securibes smouniing 0o
USD thousands 5,000 (2014: USD thoysands 382) that fre measured of codl Maonagement beliewed
that there are mo observable markel valee [or these seconbes and cost i ke best estimate of el fan
mariet vaive. During the year of 2015, e bank Booked dn sddiibonal impairment foss i gmognt of
USD 1.5 M on these investments amounting o be in toial USD 3 M Based on the bank managemend
opinion, this impamrmen! losses s selficent o meet any expecied Tuture looes

7. Cash and balances wilth Central Bank of Irag

As of December 31,
Apr—— _!_’_].': : 214
Cash af vaul 354,268 243,187
Balances with Central Bank of Irag) except the mandatory reserve _’T’M 7329361
Cash and cash equivalents (note 21) 7,613 -‘::- 7572548
Mandatory reserve deponits sath the Central Bank * 179,787 1,133,135
Non-intereil bearing balances 7793312 8,704,683

7793312 8705683

* Mandaitory reserve depotits ire aol gvinlable for wic s the Bank's day to-day operafiond. snd §ne Bon-
interest beanng

8 Balances st banks

As of December 11

i il oy nyf LY ws Hild
Local baaks 15,996 14.982
Gaorvernmental hank i (Mote 24 13 9,680
Foreign banis | | 17,708,113
Cash and cash equi valents {nate 73) M 17,732,775
Flasiing interest beanng bilanoes 12,759 17,32 T7%

11,792,775




TRADE BANK OF IRAQ

Notes to the financial statementis
31 December 2015

Loans and advances to customers - net

As of December 31,
I thousands of USD 2015 2014
Retail
Loans and advances 62,371 54,552
Qverdrafts 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
Luans and dadvances 3,253,034 1,253,034
Overdralts - 3.876
3,253,034 1,256,910
Gross loans and advances to customers 5,380,398 3214819
Less: Interest in suspense (206,883) (39,588)
Less: Allowance for impairment (836,754) (453,573)
Net Joans and advances to customers 4,336,761 2,721,658

Reconciliation of atlowance account (or losses on loans and advances to customers is as follows:

As of December 31,

In thousands of USD 2015 2014

Balance at | Janvary 453,573 443,026
Provision for the year * 370,605 10,547
Transfer from other provisions 12,576 -
Balance at 31 December 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.

29



1.

TRADE BANK OF IRAQ

Motes to the financial statements
31 December 2005

Investment securities - net

A of December 31,

T dhvessneeals of LISD 2015 2014
Held-to-maturily investmeni 1,791,462 B 606
Avvailable-fos-sale investmeni 5042 5,882
(mpairmenl osses on available for sale invesiment) L3000 (1,500

1793504 B35 033
Held-to-maturily investmen| securities
Iroep treasury bills, mbdturiy 91 diys 10213 =
Irag reasury bills, maturify 142 days - Tad G
Irogi treasury bills, matucity more than 152 days 721,248 77,300
Total helrt-tn-maturity investment 1,791 462 Ra 606
Available-for-sale invesiment secoritics
Egualy securifies al cnst o vnlisted & 108 5 70
Equity securines a1 foir vabue; Lised 1,002 BE2
Total available-for-sale investment securities 5,042 5 082
Total investment securitics 1,756,504 BET 4EE
Current 1,074,253 -
Mon current T22.251 B67 4RE

1,796,504 B67 RS
The movemen! in investment securilics during the vear 15 summarized as Tollows:

Available-For-

gale Tatal
Balance at 1 Janvary 20014 5,830 136,659
Additionn - 1,150,004
Marured - (425,257
Ciing from changes in Gair value 52 52
Balunce g 31 Decemnber 2014 5.HHEd Hi dHE
Ralance at 1 January 2815 5 ER2 BG7 48R
Additinns - 1. 714,161
M anured £1,.797) [784, 102}
Gans from changes in fair value 957 037
Balance at 31 December 2005 5,042 1,796,504

The movement on avoilable for sale impairment losses during the vear is summanized 55 follows:

Ty Wcwasetvials of DASED

As of Tanwary |,

Impairment boss during the year
Balance as of December 31,

As of December 31,

2015 L
1,500 w
1,500 1 500
3,000 1500
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TRADE BANK OF IEAQ)

MNotes to the financial statements

A December 203

Property and egquipment

frr theasands of UED

Cast

Balance at | Jar uary 2014
Additions

Transfer

Balamce at 31 December 2014

Balance at | Jaruwary 2015
Additions

Transfer

Balance at 31 December 2013

Depreciation

Balance al | Jaruary 2014
Depreciation for the year
Ealance at 31 December 2004

Ealance at | Jacuary 2015
Depreciation foo the year
Balance ai 31 Necember 2003
Carrying amoants

Balance at | Jaguary 2014
Balance at 3| C=cember 2015

Machinery Leasehold Fixture and Building under

Land Buildings and tools Improvement Vehicles Fiurniture construction Total
10,265 25,629 233 8515 6l 1.351 20,10 6E,330
1,440 176 167 |02 191 1.997 5330 11,203
- [5d) = = ) . [5.72%) 15,847
11,705 25,751 1,102 10,837 FEY 3,548 20,311 73,686
11,705 25,731 1.102 10,537 Ty 3,543 20311 T36EG
f, 354 7757 269 157 - 2,206 4,102 21,385
- 21624 - = = = (21,624} =
18,509 55,132 1,371 1,694 732 .’3;_?5_4 2 TR §5,071
- 2,381 o35 - LLY: BoR - 4516
~ 2,761 167 - 400 2 &R0 LR
- 5142 1,102 - 732 354K L 10,524
- 5,142 1,102 - 132 3,548 - 10,524
- 3,141 268 135 - 2,506 - 3,133
=, 8,283 1,371 139 732 5,754 - 16279
11,705 a0, 605 = 10,537 - = A1 6l 162
18,5940 46,845 - 1,555 - - 2,089 78792

In 2000 the Gavernment of [rag granted the Bank a Land smouming to US04, 176 lor wse in i3 banking operation. Since e Governmend of Irag s the oamer of the Bank
and the grant wes unconditional, the land was recognized freehold asset of the Bank and a3 special rezerve in eguity (see nome 1 T)

11
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TRADE BANK OF IRAQ)

Notes to the financial statements
A1 DPecember 2005

Oiher assets - net

Tr tireapmveels of LENER

Cormmissicng receivable
Prepaid expenses

Advances 1o employees
Accrued inferest income
Chiber assels

Allowance for impairment ®

As ol December 31,

2015 214
23,585 A5.670
G e
3,118 2,783
A69, (189 I 34,744
20070 1144
(15.253) (12,576)
410516 |BLBEL

* Bosed on the bank managemen opinion, an amount of USD 12576 K allowance for impaisment
related o accrued inrerest and ofer assers was ransferred o direot credin facilines impairment loss
due 1 the Facr thar is mor réquired anymore and o suppornt the faciliies provisions, During the year
2015 an amownt of USD 15253 was booked sccording 19 uncollectable debds in the other assels

ACCOUNiA.

Deposits from customers

Tee Thaenriad s oof e

Current accounis
Saving acoounis
Call deposits
Other deposits

Margin accounts
Margin accounts against lelters of credit
Margin accounts against leilers of guaranmees

Total margin accounts

Total deposits from customers

Collective impairment on LCs and LGs

I thensands of LFD

Balance at January 1,
lmpairment loss for current year

Balance December 31,

A of December 31,

2015 214
£ 616285 9,134,476
30T 3BT 321231
46,643 66,148
40,615 16, Mla

6,010,930 9,558,150

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

14,264,111 17,584,310

20,295,041 27,142 460

As of December 31,

2015 2014
36,583 20,013
ik 16,970
37,051 36,987

k¥



TRADE BANK OF IRAQ

Notes 1o the financial statements
31 December 2015

Other liabilities
As of December 31,

I thousands of USD 2015 2014
Trade creditors 44,137 130,816
Certified checks issued 25 20
Dcferred LCs and LGs commission income 75,726 131,602
Internal bills of exchange 49,858 120,576
Customers' restricted LGs margin - 30
Accrued expenses 1,216 5,196
Bills of exchange 129 839
Stamp fees payable 1,251 1,098
Customers funds blocked by legal order 2,158 2,221
Uther 36,064 59,834
210,563 452,241

Share capital

Based on the Iraqi Head of Ministries decision number 260 for the year 2015 dated on July &, 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 (100) in 2004. Then CPA authorities was delegated to Iraqi Head of Ministries.

Reserves and retained earnings
As of December 31,

I thousands of USD 2015 2014
General reserve (a) 225,863 236,709
Fair value reserve-available-for-sale investmemis (b) 1,472 515
Special reserve (c) 4,176 4,176
Translalion reserve (d) 7,057 7,057
Retained earnings (e) 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 fulure
benefits.
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Notes to the financial statements
A1 Mhedember 215

Mowvement in reserves and retained earmings were ag follows:

Cremeral resereg

In dheeunionds of LSO

Balance &l | January

Transfer froim retained enrnings
Balance al 31 December

Fair value reserve = financial initriaments avallable-for-sale

te thoprenmelt o (250

Balance at | Tanuary
Bewaliaclion rhange duclig ihe pea

Balance ar 31 December

Special reserve

s of December 31,

2015 2014
236,700 116,704
(10447} i
225863 236,70

As of December 31,

2015 2004
515 453
usy 8

1472 515

The Government of Iraq granted the Bank land Tor the wse m bogmess (see note |1} Because e
Ceoverniment of Ieag @5 rhe owner of the Bank and the grani was vncondinonal, ke land was

recognieed lreehold psser of the Bank and a5 3 special reserve inequity

Transhetton reterve

The wonslation reserve comprises all foreign cwrency differences arising from the sranslaion of the

financial stmements from the functional cuerency to the market currency

Hetgined earnings

fa ehoesraadr of UL

Bulwwey w | January

Frapsterred ig share ¢ apiral
Translerved from reserves
Reallocation for fair value resere
Profit for the year

Balance ot 1] December

4

Ax ol December 51,

215 204
I=334 141 |t g
{644,602) -

10,846 -
(857} _
123,535 328,304

1,023,563 1,534,831




TRADE BANK OF IRA{)

MNoles to the financial stalements
M December 2005

15, MNetinterest income

o thswsardy of S0

Interest income

Balances with Central Bank of Iraq and due from
Loans and advances to customers
Held-to-matunrty invesimenl securilies {nobe 24%

Total inleresl imcoms

lnterest expense
Deposits from Cusmomenrs

Toral inierest expense

Met interest income

19 [ee snd commission income

N R I T £ -:I,I‘ LA}

Cormrmission income on leters ol credil
Comrrussion income on letlers of guarantes
Commession inegmme on fund irensiers
Oieher fees and commissions

Tosal fee and comrmpssion ineome

20, Mettrading income

For the year ended December

31,

2015 4
hanks 28,655 34,103
176,615 127.210
58,092 8,765
263,362 191,078
{11,704) (10437
{11,704 {10,437
251,658 | 80,6 |

For the year ended December

i
2015 L E]
105,502 7924
49 402 44 K25
10,654 I 3,500
7,740 7,497
173,298 I, 250

For the year ended December

tn thesesrreasd 5 LINEY

Interest income
Met gain from foreign exchange operations

Losses from changes in Fair values

21, Personnel expenses

1,
2015 2014
&, 300 5600
38,598 B0 110
(7] =
145,691 §5,713

For the vear ended Decernber
31,

I thougeends pf LS
Wages and salaries

35

2015

2014

26,251

231,741
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TRADE BANK OF IRAC()

Motes to the financial statements
31 December 2015

General and administrafive expenses

Hu tfpesacvirade o [iTr]

Securily expenses

Research & conspllancy secvices
Subscripnong, fees and licenses
Ren

Travel and Iransporiafion eapenses
Adverlising sapenses

Fuel and oil

REWII‘S Jmel e EnAngGe

Oifee supplies

Legal and professional fees
Taxes and governmenial fees
Oiher expenses

Cash and cash equivalents

M choasmads of IS0

Cash and balances with Cenrral Bank of leag oiher than mandatocy
reserve deposits (MNome T)

Balances ar panks (Nowe 8)

Related parties

For the year ended December

3l

2015 4
9317 A 3435
56 (L
ILOIE 1852
J,458 I.683
TOR B
a3 210
477 13§
2845 i1t
352 00
235 |86
331 173
. 600 18,1490
22,905 33,544
A ol Devemnber 31,
2015 2014
7,613,525 7,572,545
8,392,750 7,732,775
16,506,284 25,304,113

The Bank 15 0 governmencal entity, and all she governmental entities excepl for the Ceniral Bank ol

[rag (regulator] are considered related parbies

A number of banking wansachong are entered it woth related pasties i the normal cowrse of

bagingss These mclude loans, deposiag and other fransaciions

The volumes of relafed party transactions, oulstanding balances al the year-end, and relating expense

and incpme for the year as follows:

Grovernmental entities
Loans and advances and overdrafis 1o povernmental entities
Tt dhapiriandy -'::lrl'_.lf‘_:'l':l

Lawns putslanding ot | Fanuary
MNet movemnent during the year

Lomns owistanding &0 31 Decemnber (note 9]

a6

2015 2014
1i256,510 417,605
_ 199,124 B39, 304

E%Dﬂ I .Zﬁ-h!?m
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TRADE BANK OF TRAQ

Motes 1o the financial state ments
31 December 2015

Deposits from governmental entities

Ity .'.:,lI 50 m_:s nld
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Subsequent event

Based on the Central Bank ol irog Board of Direclors decision number 94 for the year 2016 dated on
June 29, M6, the bank should book 75% of s net profil for the year 2015 which egual 1o USD
IM605 K as impairment Josses (provisions] for the divect credit Facilities 1o strengih the bank
financial position, process the losses incurmed in the political areas and distribute the reaming os
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