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Independent auditors' report

To the Board ofDirectors
Trade Bank oflraq

Opinion

We have audited the financial sialements ofTmd€ Bank of lraq (the'Bank'), which comprise the

statement of financial pos;tion as at December 31, 2016, and the related statements of profit or
1oss, other comprehensive income, changes in owner's eqr;q/ and cash flows for the year ended

3l December 2016, and its related notes, comprising s;gnificart accounting policies and other
explanatory infomalion.

In our opinion, the accompanying flnancial statements give a lrue and fair view oftbe financial
position of the Bank as at December 31, 2016, and of its financial performance and its cash flows
for the year ended December 31,2016 in accordance with Irternational Financ;ai Reporing
Standards (IFRS) and Central Bank of lraq instrucl;ons.

Basis for Opinion

We conducted our audit in accordancc with IntematioMl Slandads on Auditing (lSAs) Our
responsibilities under ihose standards are further described in the ,^uditors' Responsibilit;es for
the Audit ofthe Financial Statements section of our rcport. We are independent of the Bank in
accordance with Intemalional Ethics Standards Board of Accounlanl Code of Ethics Ior
Professional Accounlants (IESBA Code), and we have tulfilled our other ethical responsibilities
in accordance with these requirements.

We believe that the audit evidence we havc obtained is su lcienl and appropriate to provide a

basis forouropinion.

Responsibilities of Manaqement ,nd Those Charped with Gov€rnance for the Firancial
Statements

Management;s respoNible for the prcparalion and fairprcsenlation ofthe flnancial statements in
accordance with IFRS and Central Bank of Iraq instuctions, and for such intemal conirol as

management delermincs is necessary to enable the preparation of financial staiements thal are

free from material misstai€ment- whether due 1o ftaud or enor.

In preparing the financial statements, management is responsible for assessing the Bank's abiliry
to coniinue as a going concern, disclosing, as applicable, matlers related to going concem and

using tbe going concen basis of acconnting unless management eilher intends io liquidale the

Bank orto cease business, or has no reaUstic altemative but to do so.

Those charged with govemance are responsible for overseeing the Bank's financial reporting

KPMC Ka\6my & Pad,eE co, a reENtr.d lordituan patue6h'p uid.rNo (226).
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auditors ResDonsibilities for the Audil oflhe Finxncial Stalemenls

Oul objectives are io oblain reasonable assurance about whether the financial slalements as a

wholc are free ftom material misslalement, wlrether due to fraud or e[or, and Io issuc an

auditors'report that includes our opinion. Reasonable assurance is a bigh level of assuranle, bul
is not a guamntee ihat an audit conducled in accordance with International Standards on Auditing
will always deteci a material misstatement when ;t exisis. Misslatements can arise from fraud or

error and are considered malerial if, individually or in thc aggegate, they could rcasonably be

expecred ro influence the economic decisions of users taken on the basis of these financial

As part of an audit in accordanc€ with Intemational Standards on Auditing, we exercise
prcfessional judgment and mainiain profess;onal skepticism throughout the audit. We alsol

ld.ndry and assess the risks ofmaterial misstatement ofthe financ;al statem€nts, whelher due

1o frard or error, design and pedolm audit procedures responsive to thosc r;sks, and obtain
audit ev;dence that is suiI]cient and appropriale lo provide a basis for our opinion The sk of
not detecling a maierial misstatement resulting from fraud is higher than lor one resulting
from error, as fraud may involve collusion. fo€ery, intenfional omissions, misrepresenrations!

or the overide of intemal control.

Obtain an understandin8 of internal conlrol rclevant 10 the audit ifl order to design audit
procedures that are apprcpriatc in lhe circumstances, bu1 nol for the purpose ofexpressing an

opinion on lhe effectiveness ofthe Bank's internal conlrol.

Evaluate the appropriateness of accounting policies used alrd the reasonabieness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of managem€nt's use of the going concem basis of
accomting and, based on the audit evidence obtrined, wlrether a material uncetainty exists
related to evenls or conditions that may cast significant doubt on the Bank's ability to
continue as a going concem. If we conclude that a malerial unceriainty ex;sts, we are required
to draw attention in our auditors' r€port to the related disclosures in the financial statements

or, if such disclosures are inadequate, to nodify our opinion. Our conclusions are based on
the audit evidence obtahed up to the dale ofour auditors' repofi. However, tuture events or
condirionc ma) caLse rhe Ban-L lo ceJ e ro conrinue a5 d going concem.

Evaluate the overall presentation, struclure and conlent oflhe inancial statemenls, including
the disclosures, and whether the financial statemenls represent lhe undedying transactions

and events in a manner that achieves fair presentation.

Wc communicate with those cha€ed with governance regardjng, among olher matters, the
planned scope and liming of ihe audit and significani audit findings, including any

significant deficiencies in htemal controlthat we identify dwingouraudil.

KPMG
Kawasmy & Paftners Co.

Kawasmv rnd Partners

March 30,2017



TRADE BANK OF IRAQ

Statement of fi nancial position

As at December 31,
b1 thousdn^ of USD

Assets

Cash and balances at Central Bank oflraq
Balances at banks
Loans and advances to customers - net
Investment securities - net
Property and equipmont - net
Other assets - net

Total ass€ts

Liabilities
Cu",omer. and linanciaJ instirutions Depo.irs
Collective impairment against contractual agrcements
Other liabilities

Total liabilities

Owners equity
Share capital
Reser.r'es
Retained earnings

Total owners equity

Total liabilities and owner equity

CEO and Chairnan

The notes on pages 8 to40 are an integral pat ofthese financial statements and should be read

with them andwith independent audilor rcport.

The used translalion rate berween IQDruSD is I I82 as ofDeccmb il.2016, against I166

as ofDecember I l, 2015

The financial statenents lvere authorized for issue on behalfofthe Board ofDircctors
on l0 March 201 7 by:

2016Note 20ls

1 1 144 \\)
8 5,606,091
9 4,736,528
10 1,834,789
lt 73,127
12 190,153

19,735,240

1,193,312
8,892.759
4,336,76t
t.'793.504

78,792
410,516

13

14
t5

16
17
1',7

23,305,6,1,1

20.295.041
37.051

210.563

16,434,886
36,550

t'lt.270
16,642,706

1,500,858
t93,687

1,397.989

3,092,s34

__re$5440_

20,542,655

1,500,858
238,568

2,74,989

_21i9!:!!!_

Fi r" <-
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Fi r^s A L hnY'oolo ni

Faisai Ai Haimus



TRADE BANK OF IRAQ

Statement of profit or Ioss

For th€ year ended D€cember

31,

t tho sa ds aJLtSD

Inlerest income

]nierest expense

Nel itrlerest incomc

lee and commission income

Fee and conmission expense

Net fees nnd commissiotrs itrcome

Net trading income

Operating itrcome

lmpairment (loss) on loans al1d advances to customers

Recovered (loss) impairmeot on available for sale ilvesl ent
Recovered (loss) collective impaimrent against contractual

a$eemenls
Impairment (loss) on other assets balances

Personncl expenses

General and adminislrative erTenses

Depreciation expense

Oiher (expense) ircome

Profit for the year

Note

l8

l8

t9

2016 2015

20

268,517

(6,r11)

262.266

99,670

81,376

206,628

556,270

(45,000)

3,000

263,362

(11,704)

251,658

17t,298

(11,664)

161,634

r45.691

558,983

(370,605)

(1,500)

(68)

(15,253)

(26,251)

(22,905)
(5,755)

__t21!jl

9

10

14 501

t2-
2t (21,832)

22 (t8,265)
r 03,86'

(860)

453,949

The noles on paSes 8 to 40 are an integral pafl oI these fnancial stalements and should be read

with them and with independent auditor report.

The used trandation rate between IQD/USD is 1182 as ol Decenbet S l. 2016. againsi 1166

as ofDecember 31.2015

Tle financiai statements were authorized for issue on behalfofthe tsoard olDirectors
on 30 March 2017 by:

C[0 ind Chairman

/r'tn 5 A I llonalo,'rt

Faisal Al i{aiinus



TRADE BANK OF IRAQ

Statement of other comprehensiye income

Iorlheyearetrded
D€cember31,

Note r:r..:+016:1 i 20t5
In thaltsands oJ USD

Proht for the year

Items that will trot be recla$ified subsequently to

st tement of prolit or loss

Foreign cunency translation reserve

Fair value reserve (available for sale financial asses)
(Xher comprehensive (loss) income for the year
Total comprehensive income for the year

123,535

4 (i0
10 957

957

124.492

The notes on pages 8 to 40 are ar integral part ofthese financial statemenis and sholld be read

wilh dEm and with independent auditor repot.



TRADE BANK OF IRAQ

Statei'nent ofchanges in owner's equity

Special Trrnslation Retrined
Ih tho sdnds oJ tiSD

BrlaDce !t I January 2015

Other comprehensive income
Net choge in t'air value reserve (available 1br sale

'l'otal olher oomprehensivc incomc

Total comprchcnsivc incomc lbr the year

Trans lcred to sharc capilal (Notc I 6 )

'lranslercd from rcservcs to rotained earning

Balance !r 3l December 2015

Brlaocc at I January 2016

Othcr comDrchcnsivc incomc
Iro.eign cufcncy lmnsl!ti(rn rcservc
Ne1 chingc in lirir vrluc ,cscNc (lvrihblc-li,r-salc

ro1!l olhcr comprchcnsivc (losscs)
Tolalcomprchcnsivc incomc tbr tbe year
'l_rahslerred lo puplic lrcasury*
Tras.fered lrom relurhed eiftings 1() genetnl reserve
T.asnfered tiotr .elurhed efnings lo special rese.ve

B.lancc at 31 Dcccmbcr 2016

856.166 236^709 515 4,t-16 7.051 t.5i4.8.1I 2.6t9.454
r23.535

951

123,5i5

t)57

957

95',7 121,515 24^41)2

644,692

(l0,846)

(644.692)

9,lrll9 (()57)

1,500,858 225,863 1,172 4,176 1,051 1.023.5('.1 2,7i2.t8!|

1.500.858 225.863 1.472 4.176 7.057 1.023-563 2.762.989

(62,168)

453,949 453,949

(62,168)

(62,168) (62,159)
(6?,r68) 451,q49 19r,790

10,846
e.*z

(62,246)
(10,846)

(6.432J

(62,246)

236,709 t,481 (55.11 1) t.397.989

* Bnsed on Pirme Mi,rinrics leller numbcr 6l/2804 datcd on 28 Fcb 2016, it was approvcd 10 tEnslcr 50% of20l5 realized plotits 10 public treasury.

Thc notcs on pages 8 to 40 are an inteBral part oithese llnancial statements and should bc read wilh lhem ond with iodependenr audilor repot.

r,500,858 r0,608 3,092,534



TRADE BANK OF IRA.Q

Statement of cash flows

For thc year ended Dec€nber
31,

Cash flows from operating activities
Prcfit for the year

Inpairme loss on loans and advances to customers

lmpairment losses oo available for sale investmefi
Impaiment losses on other assets balances

Collectivc impahmenl against contractual agreements

Dep.eciation expense

Net interest income

Notc 2016 2015

Change in balances at C€otral Bank oflraq
Change in net loans and advances to custorners

Change in other assels

Change in deposits fiom customers

Change in oiher liabilit;es

Interest paid

Net cash (used in) operflting ictivities

Cash florvs from investing activities
Acqu;sition of inveshents secu ties
Proceeds fron matured of investmeni securitics

Acquisirions of propedy and equipnent
Effecl ofchange in foreign currency exchange rate

Transfened to public lreasury

r-et cash (rsed in) irvestirg aclivities

Net (decrease) in c h ind cash equivrlents
Cash and cash equivalents al I Jaouary

Cash and cssh equivalents at31 December

(4,090,205) (8,799,019)

16,506,284 25,305,323

4s3,949

9 45,000

10 (1,000)
t2-
14 501

r I 13,865

t8 Q4,266)
248,t49

7 (337,6t5)
(384,767)

220,363
(3,860,1s5)

(4,154,420)

t8 268,57 7

18 _____.1g.Lll)
(3,892,154)

l0 (1,633,316)

r0 1,595,031

l1 (7290)
(90,230)
(62.246)

(r98,0s1)

t23,535

370,605

1,500

15,25i
68

5,755

(25 r,6s8)

95i,348
(r,98s,708)

(243.888)

(6,847,428)

(211,678)

(8.100.296)

263,362
(r r,704)

(7,848,638)

( r,7 r4,r 6r )
785,145
(21,385)

(9s0,401)

23

The notes on pages 8 to 40 are an inlegral pat ofthese financial slatements and should bc read

with them and with independent auditorreport.



TRADE BANK OF IRAQ

Notes to the financial statements

As of31 December 2016

l. Le$l Status and Main Operstiotrs
Trade Banl of Iraq (the "Bank") was eslablished as an independent governmental enrity on July 17,
1003 in accordance with the Coalition Provisional Authority (CPA) Order number (20) ;n 2001. The
Bank was granted a banking ljcense by the Central Bank of haq (CBI) on January 18,2004.

The Banl is a separale govemmental entiry and is incoryoraled and dom;cilcd in the Republic oflraq.

The address ofthe Bank's registered office is Baghdad, Al Mansoor dislr;ci.

The Bank provides retail, corporaie and investnent banking serviccs through i1s head office tocared in
Baghdad, Al Mansoor distr;cl and I8 branches spread inside haq with more than 1000 cmployees.

The flnancial statements were approved for issue onMarch 30,2017.

2. Basis ofpreparation
(a) Statemctrtolcompliance

The financial statemerts have been prepared in accordance with Internarional F'inancial Reporing
standards (IFRS) ard Central Bank ollraq instrucfions.

(b) Basisofmeasurement

The financial slaiements have becn prepared on the h;storical cosr basis excepr for rhe follo*,ing irem
in the stalement offinancial position:

. Availablc for sale financial assets are measured at fa;r value- and assels aDd tiabilities measure at
amoriized cost

(c) Functional and presentation cur.cncJ
Ttese financial statemenls are presenied in US Dollars (USD), which is not the Bank,s functional
currency. The Bank's functional cuneocy is the llaqi Dinar (lQD)- All financial infonnation presenred
;n USD has been rcunded to the nearest thousand.

(d) Use ofestimates and judgments

fte preparation o, the financial statemenii in conformity wirh IFRS and Cenrral Bank of Iraq
instructions requires the managemenl 10 make judgmenrs, estimates and assumptions that affect ihe
application of accounting policies and the reported amounts of assets, Iiabiliries. income and
e\penses. Actual results may differ from these estimates.

Estimates and Lmderlying assumptions are rcviewed on an ongoing bdsis. Revisions to accounting
estimates are recognized prospectively.

fu sumption. and estimatior uncertxinrieq

Information about assumptions and estimation uncetainties that have a significant risk ofresulting in
a naterial adjustment on the amount recognized in rhe financial statemenrs is ser our below in the
followingnotes:
.Note 6 deiemination offa;r vahe olfinancial instruments:

. NoIe 14 Collecfive impairment against contractual agreements: key assumptions about the
ikelihood and magnirude ot sn ourflo$ olre.ource.

I npaihu d of rtnan c ia I inrtrame nts

Assets impairmenl loss accounted for at amotized cost.



The specific counterparlv component ofthe ioral allowances for impairment applies to financjal assets
evalualed individually for impaimeni and is based pon managemenr's best estinate of the
recovemble amounts that are expected to be rece;ved. In estimating these amounls, management
mdkes judgments about counterpar!'s financial situation and ihe nel realizable value of any
urderl]rng collalelal. Each impaired asset ;s assessed on its merits, and the workout strategy and
estimate ofamolnts considered recoverable are independently approved by the Credir Risk funcr;on.

Colleclively assessed ;mpairment allowdnces cover credir losses inlerenr in po{toljos of loans and
advances with similar economic characteristics when $ere is objeci;ve evidence 10 suggest thar rhev
contain impaired loans and advances, but rhe individual impaired items cannol yet be identified. In
assessing lhe need lor collective loan loss allowances, management considers factoN such as credil
qualilv. porlfolio size, concentrations, and economic factors and Ceotral Bank oflraq inslructions. In
order to estimale ihe required allowance, assumptions are made to define the way irlercnt losses are
modeled and to determine the requircd inpul parameters, based on listorical experience and cunent
economic conditions. The accuracy ofthe allowances deperds on rhc estimate future cash flows for
specific counterparty allowa ces and the modcl assumptions and pammeters used in determining
colleclive allowances.

Inveshent ;n equily securities are evaluated for impairmenr on which a significanr or prolonged
decline in its fair vahre below ils cost is objective evidence ofimpairmeDt. In rhis respect, rhe Bank
regards a decline in fair value in excess of 20 percent to be "significanf, and a dectine in a quoled
market pd.e that persists for nine months or longerlo be ',prolonged,'.

3. Changes in accounting policics

The financial statements have been prepared in accordance wirh Inremational Standards of
Accounting and its interpretalions which is issued by Inremaiional Financ;al Repoding Interpretations
Commillee in addition to the local law and CentGl Banl( ofllaq instructions.

The accounling policies applied by the Bank in these financial slatements for the year €nded 3l
December 2016 are the same as those applied by the Bank in its fina ciat srarements for the year
ended 3l Dccember 2015, except for the following International Financ;al Reporting Stardards
effective after December 31.2016:

TRADE BANK OF IRAQ

Notes to the financial statements

As oI3l December 2016

Standards
Amendmenls to IFRS 10, IFRS 12, and L{S 28 lnvesrment Enrilies: Apply;ng rhe
Consolidalion Exception
Amendments to IFRS I l. Accounfing for Acquisition of Interesls in Joinl Operations
Amendmentlo IAS I Disclosures hitiaiives
Amendmenls to IAS 16 and IAS 38 Clarificat;on of Acceplabte Methods of
Depreciation and Amofi ization
Amendmenls 1(r IAS 16 and IAS 4l Agricullure: BearerPlanis
Amendmenrs to IAS 27 Scparate Financial Sratemcnrs
Annual lmprovenenls to IFRSS 2012- 2014 Cycle
IFRS l4 Regulalory Deferral Accounts

The applicafion of these amended standads did not have a significanl effecr on
statemenls ofthe Bank.

Effective Date

January I st, 20 I 6

January ist,2016
lanuary I st, 2016

January lst,20l6

Janudry I sl, 2016
January Isi,2016
January 1sl.2016
January lst,20l6



TRADE BANK OF IRAQ

Notes to the financial statements

As of31 Decemher20l6

1. Sigrificant accorrtiog policies

Except for changes explained in Nole l.
consistenlly 10 all years presented in these
ihe Bant.

the accounling policies set out below have been applied
financial statements and have been applied consislently by

(a) Foreign currency
(i) Forcign currency transactions

Transacdons in foreign currencies are translated inlo the rcspective funciional currency ofthe Bank at
lhe spol exchange mte at the date of the iransaction. Monetary asseis and liabilities denomirated in
foreign cunencies at the rcpo$ing date are retranslated to the flrnctional cunency al the spot exchange
rale at that date. The foreign currency gain or loss on monetary items is the difference between
amorfized cost in the functional currency at thc bcginniig of the year, adjusled for effective interest
and payments during the year, and the amortiT-ed cosl in foreign currency translated at the spol
exchange rate ar rhe end oflhe year.

Non- monelary assets and liabilities that are measured at fail valuc in a foreign curency are translat€d
to the funcl;onal curency aI the spol exchange raG at the date lhat the fair value was delennined.
Non monetary items that are measured based on historical cost in a foreign cuaency are tanslated
usinglhe spot exchange rate at the date oftransaction.

loreign currency differences arising on retranslalion ar€ generally recognizcd in profi1 or loss.
However, foreigr curcncy differences ar;s;ng from thc relranslalion of available for sale equiry
instmmenls are recognized in other comprehensive income (excepl on inpairmert in which case
forcign cunency differences that have been recognizcd in other comprehensive income are
reclassified to profit or loss).

(ii.) Translation to the presentatioo currency
The resulB and financial posilions are translated into the presentation currency using the foilowing
procedures:

. Assets arld liabilities offinancial are translated using rhe closing rate issued by CBI at ihe date of
financial slatemenls.

. Income and expenses are lranslated at the average exchange rates issred by CBI for the year; and

. All resulled exchaue differences are recognizcd in the oiher comprehensive income and
presenied in'lranslafi on reseNes".

Cenhl Bank of lraq has changed the translalion rate lrom IQD to USD to be 1182 as of December
I I. 2016 against 1166 as ofDecember 31,2015.

(b) Interest
Interesl income and expense are recognized in profit or loss usiu the effective interesl nelhod. The
effeclive interest rate ;s the rate tbat exactly discounts the estimaled furure cash payments and rcceipls
through the expect€d life ofllre financial assel or liability (or, where appropriaie, a shorter period) to
the canyirg amount ofthe financial asset or liabjlity. When calculaling the effecdve intercsl rate, the
Bank estimates future cash flows considering all contractual terms ofth€ financial instrument, but not
future credit losses.

lte calculaiion ofthe effective interest rate includes all transaclion cosls and fees that are an inlegnl
part of lhe effective interest rate. Tmnsaction costs include incremental costs that arc directly
atributable io lhe acquisition or issue offinancialassel or liabilily.

l0



TRADE BANK OF IRAQ

Notes to the financial statements

As of3l D€cember 2016

Interesl income and expense presented in the statement of profi1 and loss include:

. Interest on financial assels and liabiliries measured ai amortized cost calculated on an effeclive
inrerest basisl

. Inleresl on available for sale investment secu lies measured at fhh value calculated on an

effective interesl basis.

Inieresl income and expense on alltrading assets and liabilities are considered to be incidental ro the

Bank's trading operations and are presenled togeiher with all other changes in the fair value oftrading
assels and liabilities in net trading income.

(b) Fees 6nd commission

Fees and commission income and expense thal are integral 1o the efective inierest ral€ on a financial
asset or liability are included in the medsurement oflhe effeclive inlerest mte.

Other fees and commission income, including account serv;c;ng fees, investnent maMgement iees.
placement fees, credit commitments for letters ofcredil, accepranccs and letters ofguarantee issued by
the Bank are recognized as the relaled services are performed. when a loan commitnent is not
expected to result in the draw-down ofa loan, the relatcd loan commitment fees are recognized on a
straight Une bas;s ovcr the commitment period.

Other fees and commission expense relaie mainly to transaction and service fees, which are expensed
as the seNices arc received.

(c) Net trading income

Net trading income comprises gains less losses related to trading asscts and liab;liiies. and includes all
realized and unrealized fair value changes, interest, dividends and loreign exchange differences.

(d) Lease paym€nts

Payments madc undft opcrating leases are recognized in profit or loss on a stEight line basis over the
lerm of the lease. Lease incentives received are recognized as an int%ral pal1 of the total lease
expense, over lhe term ofthe lease. When an operating Iease is ierminated before the lease period has

erpired, anl payment reqlLired to be madc to ihe lessor by way ofpenahy is recognized as an expense
hrhe period in which termination lakes place.

(e) Income tax €xpensc

lhe Bank is a governmental entity and its income is exempted $om income tax according 10 Iraqi
incomc rax law numbcr (113) ofyear 1982, and its subsequenl amendments. Tle bank employee are

subject to the Tax Direct Deduction law.

(f) Financial assets and liabilities
(iJ Recognilion and measuremerl

The Bank initially rccognizes loans and advanccs, deposits, debt securities issued and subordinated
Iiabilities on the dale fiat they are originated. Regular way purchases and sales offinancial assets are

recognized on the trade date al which the Bank commits to purchase or seu rhe asset. AU other
financial assels and liabilities (;ncluding assels and liabilities designated at fair value rhrough profit or
loss) are recognized initially on the trade date, which is the date that the Bank becomes a party to the
conlractual provisions of the ;nstrument.

,^ financ;al asset or financial liab;lity is measured initially ai fair value plus, for an item not at fair
valuethrough profit or loss, transaction costs that are directly arribulable 1{) its acquisilion or iliue.

ll



TRADE BANK OF IRAQ

Notes to the financial statements

As of31 Dccember 2016

(iD Classification

The Bank classifies its financial assets in one ofdle following categories:

. loans and advances;

. held to maturity;

. available for sale;

Finsncial liabilities
The Bank classifies its financial liabilities as measured at amortized cost.

(iii) Derecognition

Fitrancial ass€ts

The Bank derecognizes a financial assel when the conhactual rights lo the cash flows from the
financial assel expire, or it transfers the rights to receive the conimctual cash flows in a transaclion in
rvhiclr substantiaUy all the risks and rewards ofownership ofthe financial asset are transfened or nr
which the Bank nejther traNfers nor retains substantiauy all the r;sks and rewards ofoNnership and it
does not retain control of the financial asset. Any inlercsl in such [ansfened i]nancial assets that
qualil, for derecognition thal is created or retained by the Bank is recognized as a separate asset or
l;ability. On derecognition of a financia, asset, ihe difference between the €arry;ng amount ofthe asset
(or the car,ving anrounl allocated 1o the portion of the asset derecognized), and the sum of (i) the
consideration received (including any new asset obtained less an), new liabiliry assumed) and (ii) any
cumulalive gain or loss that had been recognized ;n other comprehensive income is rccognized in

ln transactions in which the Bank neither relailrs nor tmnsfers substantially aU the risks and r€wards of
osnership ofa financ;al asset and it retains control over the asset, the Bank continues to recognize ibe
assel to the extent ofits continuing involvenent, determined by rhc extenr ro which i1 is erposed to
changes in the value ofthe transfered asset.

Financialliabilitier
The Bank derecognizes a iinancial liabiiity when its contractual obligations are discha€ed, cancelled
or expire.

(iv) Ofisetting
Financial assets and liabilities are offset and the net amount presenied in the strtement of financial
posilion when, and onl], when, the Bank has a legal right to set off the amounts alld it intends either to
settle them on a nct basis or to realize the asset and settle the liabilil-v simulraneously. Income and
expenses are presented on a nel basis only when pelmited under IFRS, or for gains and losscs arising
from a group ofsimilar transaciions such as in the Bank's trading activilv.
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(y) Amor(ized cost measurement

The amortized cost ofa financial assei or liab;liq is the amounl at which the financial assel or liabilily
is measured al initial recognition. minus principal repayments, plus or minus the cumulalive
amortization using the eflective interesl method of an) difference bellveen the inilial amount
recoSnized and the maiuril, amounl. minus an) reduclion for impaiment.

(\ i) Fair vahe measurcmctri
Fair value is the pdce thal would be received io sell an asset or paid to tmnsfer a liability in an oderly
transaction behveen market participants ai the measuremenr date- The thir value measurement is based
on the prennnption that the transaction to sellrhe asset or lransier the liabilitytakes place either:

l- In the prime markel for the asset or l;ability, or
l- ln the absence ofa prime market, inlhe mosl advantageous market for the asset or liability

The asset or liabilily measured ai fair value rnight be e;ther ofthe following:

I A srand-alone asscl or liabilityi or
2- A group ofassets, a group of Iiabililies or a group of assets and liabilities (eg a cash g€neraring

unit or a business).A number of the Bank's accounting policies and disclosures requirc lhe
mcasurement offair values. for both financial and non-financial assets and liabilities

The bank has an established control fiamework w;th respecl 10 the measurement offair values. This
inchrdes a valualion team that has overall responsibility for overseeing all significant fair valLrc
measurenents, including Levcl I fair values, and repots directl), to thc CFO. Tlre valuation team
regularly rev;ews significant unobservable inputs and valualion adjustmenis-

If third palt.,r' information. such as broker quotes or pricing services, is used 10 neasure fa;r valucs,
then the valualion team assesses the evidence obtained kom the third parties to suppot the conclllsion
that such valualions nieet the requiremenls of IFRS, including the level in the fair value hierarchy in
lvhich such valuations should bc classified. Significant valuation issues arc rcporred to d1e Bank Audii
Commillee.

\\'hen measuring the fair value of an asset or a liabilily, thc Bank uses market observable data as far as
possible. Fair values are categorized into different levels in a ihir value hierarchy based on the inputs
ried '.l rhe \a'Ja'ion rechnique" a" lol.o$.:

Lelel 1: quoled prices (unadjusicd) in active ,narkets for identical assets or liabilit;es.

Le\el 2: inputs othcr than quoled prices included in Level I that are observable for the asser or
liabilit]. eilher direclly (i.e. as prices) or indnectly (;.e. derived from prices).

Le\el 3: inputs for the asset or l;ability rhat arc not based on obsewable market dara (unobservable
inpuls). lfthc inpuls used 1(} measure the fair value of an asset or a liabilir_r' might be calegorized in
different levcls of the fa valu€ hierarchy. then the lair value measuremenr is categorized in its
enlirel\ in the same level ofthe fair value hierarchy as ihe Iowest level inp that is significanr to rhe
entire measxremcnr

T}e Banli recognizes translers between levels ofthc fair value hierarchy al ihe end ofthc reportirg
period during which the chanse has occurred.
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Notes to the financial statements

As of3l Dec€mber 2016

(vii) ldentilica(ion and measurement of impairment
Al each reporting date the Bank assesses wheiher there is objedive evidence that financial assets not
canied at fair value lhrough profit or loss are impaned against the fair valu€ reserve at owncrs equiry-
A financial asset or a group offinancial assets ;s impaired when objeclive evidence demonslrates that
a loss evenl has occuned after the inilial recogn;tion of the asset(s). and that the loss event has an
impact on the tuture clsh flows ofrhe asset(s) lhat can be eslimaled reliably.

Objeclive evidence fiat flnancial assets are impaired can inclLde significarl financial difficulry ofthe
bonowet or jssuer, default or delinquency by a borrower, resiructuring of a loan or advance by the
Bank on terms tlul the Bank would not otherw;se consider, indications that a borrower or issuer will
enter bankuptcy, the disappearance of an acl;ve market for a secudty, or olher observable data
relating to a group of assets such as adverse cbanges in the payment stalus oI borrowers or issue rs in
the group. or economic condit;ons that conelate with defaulls in the group.

lmpairmenl losses on assets carried al amortized cosl are measured as the d;fference between the
canving amount ol the financial asset and the present value of the estimated future cash flo\r's
discounted at thc Lssel's original effeclive inleresl rate. Impairment losses are recognized in profit or
loss and reflecled in an allowance accounl against loans and advances. When a subsequent event
causes the amount ofimpairment loss to decrease, the decrease in ;mpairment loss is revened through
profii or loss.

It in a subsequent period, the fah value ofan impaired available lor sale debt security increases and
the ;ncrease can be related ob.jeci;vely to an event occur lrg afler the impairment loss $,as recognized,
then the impairmenl Ioss is reversed, rvith the anount ofthe reversal recognized in profi1 or lossr
However, any subscqucnt rccovery in tle fair value ofan impaned available for sale equii securiil is

recognized in other comprehensive income.

The Bank wdles oflcetain loans and advances and inveslment securilies whcn thev are determined to
be uncollectible.

(g) Cash and cash €quivrlents
Cash and cash equivalents include notes and coins on hand, unrcstricted balances held wilh Cefiral
Bank of ]raq ard highly liquid financial assets w;th original maturities of three monlhs or less from
the acqu;shion date thai are subjecl 10 an iNigrificant sk ofchanges in rhe;r fair value, and are used
bl the Banl in the managemenl ofits shot{e(m commitments.

Cash and cash equivalents are carr;ed at amortized cosi in dre staiement offinancial position.

th) Trading assels and liabilities
Trading assets and l;abilities are those asseis and l;abilities that the Bank acquircs or incurc principally
for the purpose of selling or repurchasing in the near ierm, or holds as part of a portfolio that is
managed togelher ibr shortlerm profitor position laking.
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Trading asseh and liabilities are iniliall] recognized and subsequently measured al fair value in the
staiement offinancial position. $th tlaniaction coils recognized in profit or loss. All changes in lair
value are recognized as part of nel lrading incone in profit or loss.

Trading assets and liabiliries are nol reclassified subsequent to their inirial recognition. except that
non derivative tradiug assets. other lhan fiose designaled al fair value through profit or loss on initial
rccognition. mal/ be reclassil'ied oul oflhe lair value through profit or loss i.e.lrading category if
rhey are no longerheld lor the purpose ofbeing sold or repurchased in lhe near lenn and the follL,*ing

. lf the financial asset would have met rhe definition of loans and advances (if the financial assel
had not been required to be class;fied as held lor trading at inilial recognilion). then il may be
reclassified ifthc Bank has thc inicntion and abiliw to hold tle llnancial asset ibr the lbreseeable
futLtre or until maturily.

. Ifthe financial assct would not havc met the definition oI loans and advances, then it nra), be
reclassified oul ofthe trading category onl), in rare circumstanccs.

Loans and advances

Loans and advances are non-derivative financial assels with fi\ed or determinablc payments thal are
nol quoted in an active market and that the Banl( does not ;niend to sell immediately or in the near

Due from banks are classified as loans and advances. Loans and advances are initiauy measured at
l-air value plus lncremenlal direct lrarsaolion cosls, and subsequeDtly measured at their amofiized cost
using the effective interest method.

InYestment s€curities

hrvestnrenl securities are initially measured ai fair value plus, in case of;nvestment securities not al
fair value through profit or loss, incremental direct lransaction costs, and subsequenily accounted for
depcnding on their classification as either held to maluriry, fair value tbrough profit or loss. or
available for sale.

Held+o-maturiq
Heldro-maturity investments arc non derivarive assets rvilh fixed or detenninable payments and fixed
maturily that the Bank has the posilive inlenl and abilily lo hold to nlaturirl. and which are not
deiigraled ds al fair value tluoueh profit or loss or as availablc for sale.

Held 1o malu ty investments are carried at amorrized cost using the effective intcrcn nrelhod, less
an! impainnent Iosses. A sale or reclassification of a more than insignificani amount of held-to-
malurih inven erls would resulr in the reclassificat;on of all held{o-matrri! inveslmenls its
available for sale, and would prevent the Bank from classifying investment securities as held 10

maluritv for tlre curenl and llre following two financial years. Ho",ever, sales and reclassifications in
an) ofrhe following circumslanccs wouldnol lrigger a reclassification:

. Sales or reclassifications that are so close 1o matu Lv thai changes ir the market rate of interest
\\,ould not have a sign;ficani effect on lhe financial assel's fair value:

. Sales or reclassifications afier the Bank has collected subslantiall! all of the asset's original
principal; dnd

. Sales or reclassifications attributable to non-recurring isolaled evenrs beyond the Bank's control
thal could not have been reasonabl), anl;c;pated.
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(ii) Fairvalne through profit or loss

The Bdnk designates some investment securilies a1 fa;r value through prcfit or loss, with fair value
changes rccognized immediately in profil or loss.

(iii) Available for sale

Available-for-sale investments are non-derivative investments that are desisnated as available-for-sale
or are not classified as another category of financial assels. Available-for-sale investments comprise
equity securities and debt securities. Unquoted equity securities whose fair value carnot reliably be
measured are canied at cost. All oiher available-for-sale investments are carried al fair value.

Interest income is recogn;zed in profit or loss using the effective ;nterest mclhod. Dividend income is
recognized in profit or loss when the Bank becomes entilled to the dividend. Foreign exchange gains
or losses on available-lor-sale debl securiq, investnents are recognized in profi1 or loss- Impaiment
losses are rccognized inprofit or loss,

Other fair value changes, other than impairment losses, are recognized in other comprehensive income
and presented in the fair value reserve h equiry. When the investment is sold, the gain or loss
accumulaled in equity is reclassified to profit or loss.

A non-derivativc financial assel mav 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 lhe intention and ability to hold that fimncial asset for the foreseeable future or until
malurity.

(k) Propertv and equipment
(i) R€cosnition and measurement

Ilems of propety and equipment are measured at cost less accumulated depreciafion and any
accumulated impairment losses.

Cost includes expenditurc ihat is directly attributable to the acquisition ofthe assei.

Any gain or loss on disposal of an item of properly and equipment (calculaled as the diflerence
between the net proceeds from d;sposal and the carrying amount of the item) is recognized within
other ;ncome/ expense in prcfit or loss.

(ii) Subsequent costs

Subsequent expenditure is capitalized onlywhen it is probable that the future economic benefits ofthe
expenditure $'ill flowto the Bank. Ongoingrepairs and maintenance are expensed as ircuffed.

(iii) Dcpreciation

Depreciation is calculaled over the depreciable amount, which is the cost ofan asset less ;ts res;dual

Items ofpropertv and equipmenl are depreciated from the date ihey are availble for use. Depreciaiion
is calculated to wdte off ibe cost of ilems of propeny and equipment less their estimated residual
values using the straight-line basis over their eslimaled useful lives. Deprecjation is recog sed in
profit or loss.
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The estimated useful lives for the cu[ent ard comparative years ofsignificant items of property and
equipmenl are as lbllows:

. Buildings l0 \rears

. \'ehicles I year

. Fi\lure and Funriture I )rear

Di:reciarion methods, uscful lives and rcsidual values are reviewed ai each reporting date and
: jju.i.'d if appropriate.

r I I Impa irment of ron-financial assets

ft3 carrf ing amounts ofihe Bank's non financial assels, are rev;e$,ed at each reponing date to
deiermine lvherhcr therc is any indication ofimpairrnenl. IIany such indicalion exists then the asset's
.eco\erable amount is estinaled.

The.ecoverable amount ofan asset is the greaterofits value in use and its fair value less cost to seu.

An impairmeni loss is recognized ifthe caffying amount ofan assel exceeds its recoverable amount.
Impaiment losses are recognized in profit or loss.

lmpairment losses recognized in prior years are assessed at each repoding date for any indicailons that
the loss has deoeased or no longer exis6. An impaiment loss ;s reversed ifther€ has been a change
in thc cstimaies used lo determine the recoverable anount. An impa;rment loss is reversed only to the
cxlcnt thal dre asset's carrling amounl does not exceed the carrying anount that would have been
determined, net ofdepreciation or amor tizalion, ifno impairment Ioss had been recognized.

(n) Deposits

Deposits ftom customers arc the Bank's mah source ofdebt funding.

Deposils are initially measured at fair value minus incremcntal direcl lransaction cosls, and
subsequeDlly measured at their amortized cosi usingthe effective interesl mcihod.

(D) Provisions(Impairmentlosses)
A provision is recognized il as a result of a pasl evenl, the Bank has a present legal or constructive
obligalion rhat can be estinratcd rcliabl)r, and it is probable that an outflow ofeconomic benefits $,ill
be requked to seltle the obligalion. Provisions arc determined by using management bcst cstimales 10

fie risks specific to rhe liabilily.

(o) \ery standards and interpretntions not ]et adopted
Tle following new and revised IFRSS have been issued bul are not effective l,et, the Bank has nol
applied the following new and revised IFRSS that are available for early application but are not
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Nelv Standards
.lnternationalFinancialReportingSmndarJir9):FinanciallnslrumeDls(effectiveonJanuarylsr,

2018 excepi for Insumnce Compani.s $hich $ill be effecti!e on Janualv 1". 2021 with earlicr
application pernrined).

. Intemational |inancial Reporting Slandards 115): Rerenue from Contracts with Customers
(effective on January l'',2018 $ift earlier applicarion permitled).

. Intemational Financial Reporting Slandards (16): Leases (effective on Januarl I't. 2019 with
earlier application permitted).

Amendments to Standards:
. IFRS (2): Classification and Measurcmcnls ofshare Based Payments (effective on January I'r, 2018

with earlier app Iication permitted).
. IFRS (10) arld IAS (28): Sale or Contribulion ofAssets between and Ilrveslor and its Associate or

Joinl Venture. (Date to be determined).
. IAS (7): Disclosure lnitiativc (cffective on January I '1, 20 I 7 \\,ilh earlier applicalion permittcd).
. IAS (12): Rccognition of Defened Tax Assets for Uffealized Losses (effcctive on January 1i, 2017

\r ilh earlier application permitted).
. IAS (40): Clariry Transltrs or Prcperty lo, or from.lnvestmenr Property (effeclive on January I".

2018)
. Annual Improvcments lo IFRSS 2011 2016 Cycle Amendmentsto IFRS l2 disclosure ofirreresi

ololher entities (effective on January lst, 2017).
. Annual lmprovemcnts ro IFRSS20l4 2016 Cycle Amendments to IFRS I Firsr Time Adoprion

oflFRSs and IAS 28 Invcshenls in Associates and Joinl Ventures (effective on January 1st, 2018)

Managernenl anlicipates fiat these ne\r standards, ;nlerpretations and anendments will be adopted in
the Bank's consolidated financial siatcments as and $,hen they are applicable and adoplion ofthese
new standards! interprelalions and amendments, except for IFRS 9, I}RS 15 and IFRS 16, niay have

no material impact or the consolidaled financial statements of the Bank in the period of initial
application.

Management antic;pates that I FRS I 5 and I FR S 9 will be adoFed h the Bank s consolidated linanc;a]
staicmenls lor the annual period beginning January I, ?018 and thal IFRS L6 wili bc adopted in the

Bank's financial siatenents lortheannual period beginning January 1, 2019.

The applicat;on ofIFRS 15 and IFRS 9 ma) have signincant impact on amounts rcpoted and
disclosures made in the Bank's consolldaied financial slalements in respcct olrevenue Irom contracts
with customers and the Bank's findncial assets and financial liabilities and the application oflFRS l6
may have significant impact on amounts reported and disclosures made in thc Bank's consolidated
financial statemeDis in respect ofits leascs-

Ho$€ver, it is not practical to provide a reasonablc eslimale of the implications of applying these

standards unlil the BaDk has reviewed this.
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5. Financial risk management

(a) Introduction and overview

The Bank has exposure to the following risks fron financ;al instruments:

. credit risk

. liquidity risk

. market risks

. operational risks

Thjs note presenls ;nformarion about the Bank's exposure to each of lhe above risks, tlte Bank's
objectives, policies and processes for measuring and managing risk, and ihe Banh's managemeni of
capital.

Rb k mutigefte nt ft amett o t k
The Bank's Boad of Directors has overall responsibility for the establishmeni and oversighl of lhe
Bank's risk manasement liamework. The Bank's risk management policies are established to identi!'
and analyze the risks faced by the Bank, to set appropriate risk limits and conirols, and io monitor
r;sks and adherence to limils. Risk management policies and systems are reviewed regula(ly to reflect
changes in market conditions, products and tbe Banl('s activities. The Bank, through its taining and

managemenl slandards and procedures, aims io develop a disciplined and construci;ve control
environnent, in which allemployees unde$tand their roles and obligations.

(b) Credit risk
Credil risk is lhe risk of financial loss to the Bank if a customer or €ounteryarty 1o a financial
instrument fails to meet its contraclual obligations, and a ses pr;ncipally from the Bank's loans and

advances to cuslomers and other banls, and inveslmenl dcbt securities. For risk management

reporting purposes, the Bank considers and consolidates all elements ofcredil risk exposure (such as

lndividual obligor default risk and sector risk).

For risk management purposes, credit risk arising on rrading assets is managed independently and

information thereon is disclosed below. The marker risk in respect of changes in value in trading
assets arising from changes in market credil spreads appl;ed to debt securities included in irading
,ssets is managed as a component ofmarket risk, further dctails are provided in Note 5 (d) below.

Mantgenent oJ crcdit tisl.
The Bank has the responsibility for ihe oversight ofcredit risk. A separate Ban-k Credil department,

reporting to the Bank Crcdit Committee. is responsible fot management of the Bank's credil risk,
;ncluding:

. Fotn ldtitlg crudit policier', covering collateral requiremenis, credit assessmenl, risk grading

and repol1ing, documentary and legal procedures, and compliance with regulatory dnd

statutory requirements.

. Ettablishing the duthotizdtion sr!./rre for the approval and renewal of credit facilities.
Authorization limits are allocated to business unil Credit olYicers. Larger faciliiies require
approval by Bank Crcdit Commiltee and the CEO.

. Reviewing anrl assessifig crsdrr rirt Bank Credit Committee assess all credit e\posures in

excess ofdes;gnated limits, prjor to facililies being committed to customers by the business

unit concemed. Renewals and reviews offacilifies are subject to the same review process.

19



TRADE BANK OF IRAQ

Notes to the financial statements

As o{ 31 December 2016

Lithitillg conc"ntations ofu.rposrld to counteryariies, geographies and indlrsties (for loans
and advances, financial guarantees drd similar exposures), and by issuer, credit rating band,
rnarlel liquiJiU and counll ( for in\ enrnenl \ecurilie( r.

Detelopihg akd ruintai ing the Ba k's rkk grudhg in otder lo calegories exposures
accordins to the degree of rGk of financial Ioss faced and to focus manasement on the
altendant risks. The sk grading sysiem is used in detemining where impairmenl provisions
may be required against specific credit exposures. Tl1e cuue[t isk $adiru franework
consisis of six grades reflecting varying degrees of risk of default and the availability of
collateral or other credit risk m;tigation. The responsibility for setting risk grades lies with the
final approval ofCredil committee and is subject to regular reviews.

Re ewiag tonplii ce of busine.$ anits t ilh agreed erposure lihtils, including those for
selecled industries, country risk and product types. Regular repofis on the credil qualilv of
local portfolios are provided to Bank Credit commiltees on the credil qualify of local
portfolios and appropriate correclive action is taken.

. Ptot,itling ibice, guilance ahl speciulist s*ills to busiress units io promote besr practice
throughout the Bank in the management of€redit risk.

Probability of default (PD)

The Bank assesses the probability of default of individual counterparties using intemal rating tools
tailored to lhe various categories of counleryarry. They have been developed intemally and combine
statistical analysis with credit officer j udgment. They are validated, where appropdate, by comparison

ih exremally available data- The Bank's raling medlod comprises three ratilg leve]s for loans not in
default (Performing) and three defaull classes (Non perfoming).

The rating methods are subject to an aDnual validation and recalibration so that they reflect the latesl
projection in the light ofall actually obsewed defaults.

Impairment and provisioning policies

Tle impairment allowance included in the statement offinancial pos;tion at year end is derived fiom
each of ihe six internal rating Srades (ihe last three grades are combined jnto one non perfoming
$ade). However, the largest component of ihe impa;rment allowance comes from the non perfonn ing
grades.

Tl1e internal rafing tool assists management io determine whether objective evidence of impaiment
exisls, based on the followiflg criter;a set out by the Bank:

. Si$ificant financial difficulties facing the countcQarty

. Breach of loan covenants as in case ofdefault

. Expectiry the bankuptcy ofthe counteryarty, liquidation, lawsuii, or finance rescheduling.

. Dereriorarion olrhe bono$er'. comperiri\e poririon

. OfferinC exceptions or surenders due to economic and legal reasons rclated to financial
difiiculties encountered by ihe counterparty not provided by the Bank in ordinary conditions

. Deterioration in the value ofcollatcral and

. Downgrading below loans $ade
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The bank calculate its impairmenl losses (provisions) based on the indicative list issued by the Cennal
Bank of lraq and the applied intemal poUcies in the bank and 4/2014 instructions. In case the Cenlral
Bank oflraq issued any exlraordinary instructions, the bank is requested to apply and disclose about it

Mrximum erposure to credit risk before collateral held or other .redit enhancements

Crelil 
^k 

expos res rclating to on-balonce sheet assets are as follorrs:
Lomandadlur6 Bal (silidlCBllnd

alB k

Cary ing anoul)l

Cnde l{\!elle

Cmdc l-l gmd |)nd avoq,)

Cnde I'i{: InDarred

tllo$mm lor inwinndt (mdividual)

Allo$ e for inpaimaft tolltrltr4
Carling amount morlizrd sri(

20t6 :015 2016 2015 2016 :015

5.911.178 i.l80.lg8 t2.6$j9 t6lll.80l 1.8i,J.?89 1.79610{

1016 ]015

205,406 17i.t69

1,074,161 i.2il.l)l{ 12,6J6,59

965,i88 1.019,61S

r,872,829 1,097,73J

t6.i3r,801 1,814,?89 r,796,i0t 190,ti3 110.i16

li.25l li.li-1

tgt?,t?8 5,380,398 12,656,59 16,31r,803 t,8J{,789 lJg6,50l 205,,106 115,769

(Jilo.280) \-00 88j

(866,10) (78e,Dr)

- (46,S111

0,000) {15153) 0j.2:ll

d?16518 dll6,76t 1215659 16,lll,801 1,8,,1,789 1,791,50,1 190,1$ ,110,516

d716,528 d136,76t 12,65659 16,lll,8{1 1,8r,?89 179.1,50{ 190,lil 110,516

Crcdit titk eryos res rulating to ofJ-htthnce sheet itehf are as Jblk,t)s:
2tt6 2015

5,705.870 6,680,190
1,310,550 3,47',7,283

'7,016420 10,15'1,473

The abovc table represents a wome-case scenario ofcrcdit risk cxposurc to ihe Bank at ll December
1016 and 2015, without taking accoxnt of an), collateral hcld or otber crcdil enhancenrenis aftached.
For on balarce sheet assets, thc erposures scl ou1 above are based on gross caDring amounts befbre
deducting an impaiflnent allowance.
Lb dte ll held an.l othu credit enhsncements m.l thebfrnancial elfect

Lodn\ d d ddrdnces to corporate custo le'l
The general creditworthiness ola collorde customer tends to be the nost relevanl irdicator ofcredit
qualily of a loan extended to it. However. collateral provides additional secu t,\r and the Bank
gcncrally requests that coryorate borrowers provide ii. Tlre Bank may take collaleral in the form ofa
first charge over real estalc, floating charges ovcr all corporate asscts and orhcr licns and guanntees.

For impaired loans, the Bank obtains appraisals o I collaleral because the current value ofthe collateral
is an input lo llre impaimenl measrrement. Al l1 December 2016, the net carrying amount of
impaircd loans and advances to corporate cusloners amounted to USD 647.185 million (2015: USD
466,149 million).

2l



TRADE BANK OF IRAQ

Notes to the financial statements

Asof3l Decemher2Ol6

(i)
Concentrution of rbks offrnancial $sets with crcdit risk exposure

Ceographical sectors

The foUow;ng table breaks down rhe Bank's on balance sheet credit exposure at their gross can)ing
amounts before any allowance and interesl in suspense (without taking into accounl any collateral
held or olher credit suppo(), as categodzed by geographical region as of3l December 2016 and
2015.

Asia rnd orler
niddleersten

Irao courtieN EumDe USA
Balanccs Nith Ccntral Bank oflraq

Loans and advmccs ro custoncrs nct
Hcld to matrriu_ inlcstmcnt sccuritics

As at 3l December20l6

Dalances rvith Cenn'al Bank of haq

Loans and ad\ancesto cusrome6
Hcld ro maurity in!cnm.nl sccurilics

As at I1 December 2015

Letter ofguarantee

Letter ofcrcdil

As at3I Dec€mber 2016

As atSl Dccemher 2015

7,294,552
21,053

4.736,528
1,833,755

205.406

431,833

7.291.552
5-606.091
.t-?36-i:8
1-Ell-:::

205.r!6

1.615,69t 3,477,5t4

t4:091,294 15?5,691 3,477,514 4.]1,E3.] 19.6--_5J3!

USA Totel
7.793.312

19.111
4.136.76r
t.19t.462

1,181.6t2
7.79i.i12
8.892.759
4.336.76r
l,?91..162

2.104.386 4.984,650

t:1,.]66,415 2,104,.]86 4,084,(50 1.74\612 23.240.063

Credit sk exposures relating 10 oll balance sheet items are as follows:

lraq
Other

5,7s8,114

12,379,622

5,758,114

12,319.622

18,137,736 18,13?,7J6

24,112,585 21,442,585

(ir) lndustry sector
he following table breahs down 1lrc Ban|s credir exposure at gross carrying amount befor€ any
allowance and interest in suspense (lvithout taking into account any other collateml held other crcdit
supporr). As categorized by lhe industry sector ofthe Bank! counterpanies.
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In tho sands alUSD

2016

Balances \uilh C€nlml Bank of Iraq

Balances at bank

Held-to-natudry inveslmentsecudties

Olher assets

Loans and adYances lo customers

Rdail

Loans

0vedrafts

Corporale €ntilies

Loans

0Yerdrafts

Governmenlsl

Loans

Total2016

l lkbdnd\ ofUSD

2015

Balances rvith Ceftal Bank of kaq

Balances at banlis

Heldlo-mcturity investmenl securities

other assets

Loans and rdYrtrccs to c ulloners

Retail

Loans

OYer&atu

Comorate entities

Loatr5

O\erdiafts

CoY€mmetrtal

Ioa$
Total2015

Publicstrd

630076

- 1,511,337

89,40S

262,158

89y'08

%2,158

630,076

t517;,37

Finan.i,l Trrdiry Rctail

hrblic a

Olhers Totrl
7,439,044

8,892,159

t,191,44

7,439.W

8,892,759

t,79t,462

425,169 4s,169

62,371

316,t44

211,t28

1,417.521

j,25:1,014 1,251,0i4

62,31t

i r6.i44

27t,123

1.411.s21

16,331,303 1J48,649 378,715 5,04t,496 42s,769 23829,{32
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Debtsecutities

All the Bank's debt securilies are Iraqi governmental debt securities that dre treld 10 malurity (nole
10).

Setleheht itk
TLe Bank's activities may give rise to .isk at the time of settlemenl of lransaclions and tEdes.
Settlement risk is the risk ofloss due 10 the failure of an e iry to honor its obligaiions to deliver caslr,

securities or other assets as contractually agreed- [or certain rypes oftransactions; the Bank mitigates
rhis r;sk by settin8 and monitor;ng linri1s for lransaclions and limiting the counterparties to specific
and *ell known financial institulions. Settlement limils form pat of the credil approval / limit
monitoring proccss described earlier.

(c) Liquidity risk
Liquidil,v risk is the risk that the Bank will encounler dillicully in meeling obligations associated with
ils financial liabililies that are settled by del;vering cash or another financial asset.

Management oI Iiquidilv risk
The Bank's approach to managing Iiquidity is to ensure as far as possible, lhat i1 will al*'ays have

sufficient liquidily 1o meet its liabilities when due, under both normal and stressed condit;ons, w;lhoui
incurring unacceptable losses or risk damage 1lr the Bank's reputution.

lhe Banl relies mainly on deposits from custome$ and banks as ils prinrary sources of funding.
Deposits from customers and ba*s generally have shorler maturities and a large proportion oflhem
are repayable on demand. The shor!-lerm nalure ofthese deposits incrcascs the Bank's liquid;ty risk
and rhe Banli actively manages this risk th-rough maintaining conlpelitive pricing and constant
monitoring of market irends.

Ccntral Trcasury reccivcs informal;on from different departmefis regarding the Iiquiditl profile of
financial assets and liabililies. Central Treasury thcn maintaios a portfolio ofshol1-term liquid assets,
la.geh nrade up ol shol.l term liquid investment securities, loans and advances 10 banks and other
inter bank iacilities, to ensure that sufficicnt liquidiq, is maintained within the Bank as a \r'hol€.

fte dail), liquidiq position is monilored and regular liquidity slress testing is conducled under a

variety ofscenarios covering both normal and more severe markel conditions. This process includes:

. Proiecl;ng cash flows by major currency and a considemtion of the level ol liquid assels in
relation thcreto.

. Mainl€nance ofstatement offinancial position Iiquidiq ratios.

. Moniloring of deposilor concenlration both in lerms of the overall funding mix and 10 avoid
unJJ< rclirn(e un large rndr\ rduJldef'^. rorr.

r Maintenance ofliquidilv conting€ncy plaos.

Frnding approach

Souces of liquidity are regularly reviewed by lhe leam in Bank ir€asury to maintain a wide
diversification by cuffency, 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 flo$s pa)able b) the Bank under non-derivalive financial
liabilities ard assets held ibr managing liquid ig risk b) remaining contractual malurities at the date of
the statement of financial position.

ll Decemher2016

Liabililies

Deposih ftom customcrs and financial

inslitu$ions

other liabililies

Totrllinbililies

31Decembcr2015

Liabililies

Deposiis liom cusiomeN and financial

inslitustions

Other liabiliths

Totalli,hilities

Lp ro 1,3 3-12

lmonlh month\ month\

l-5

rears Total

4.681,712

t11.270

26,119 357.281 I1,369,t48 16.434,886

l7l.2l0
,1,853,00, 26,719 357,287 tl,369,148 16,606,156

j,969,66r r.716.964

210.56i

5 9St.t85 t0.t9i.01t
2t0.i6l

6,606 Ill

6,180,221 1,726,961 6,606,111 5.992.285 20,405.601

The Bank has divided the financial liabilities as per the contractual malu ty !o the periods mentioned
above through the main automated syslem ofBank;Expected costs ofthose financial liabilities were
calculated and allocated on the related time beckets. Non-renewal ofthose liabilities at maturity has
been assumed *,hcn calculatiog the expected costs- Available assets used 10 meet the Iiabilities and 10

cover all the commitments related 1(r loans include cash. balances *ith Central Bank oflraq and due
lrom banks, lreasul..y bills and othcr govcmmcntal sccurities. and loans and advances to banks and

Assets heldlor nanoging hqaidiq sk

Tlre Bank holds diveN;iied portlblio ol cash and high qualily high liquid securities to support
palnient obligalions ard contingent funding in a slrcssed markel cnvironmcnt. T'he Bank's assets held
for manasing liquidi! risk compr;se:

. Cash and balances wilh Central Bank oflraq

. Curent balanccs with banks

. Secondary sources ofliquidily in the form olhighly liquid nislrumenls l:or lndirg.

(d) Market risk
Markel risk is the risk that changes in nrarket prices, such as interest rutes, equiry prices, aDd loreign
exchanse rates wiU affect the Bank's incone or the value of its holdnrss offinancial instrumenls. The
objeclive of the Bank's market risk maDagement is to manage and control market risk exposures
Nithin acceptable parameters in order to ensure the Bank's solvency, while opfim;zing the return on
risk.

Management ol mffket fisks

The Bank separates its exposure to market risks be$'een trading or non trading portfolios. The markel
risks arising iom llading and non trading aclivilies are concenlrated in Bank treasury and monitored
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by the treas!ry operating unit. Regular reports are submitled 10 the Bodrd ofDirectors and heads of
each business rn;l regularly and dailyto the general manage..

Trading potfolios include lhose positions adsing frcnr markermaking lransactions wlcrc the Bank
acls as principalwith clienh orwith the lnarket.

Non-trading portfol;os pr;marily a se lrom the interest rate management of the entiry's relails and
commercial banking assets and liabilities. Non trading portfol;os also consisl of foreign exchange and
equity risks arsingtrom the Bantr's held to maturity and available tbr sale investments.

Exlosurc to intercst rute sk

The principal risk to which non-trading portfolios are exposcd is the sk ofloss from fluctuarions in
the future casb flows or lair values of financial instruments because ol a charue in market interesr
rates. lntercsi mie sk is nanaged principally through moniloring inlerest rate gaps and b) ha\ing
pre-approved linits for repricing bands- The Board is the monitoring body for compiiance ryith ihese
limits and is assisted by treasury depadment in ils day{o-day monitorin8 activilies. A summar} oIrhe
Bank s interest rate gap position on non trading portfblios is as follows:

Crryirg t"pro i-3 l-t2 l-5 )torc lh!,
l monrh motr$s Donrh! irr,^

7,294,552

5.606,091 l.l8l,5?5 561y't0 l6r.28E
4,116,528

r.0.14

1,833,755

2A5$)6

3,499,79E

4,132,883

1.7J4.167

511,802

- 
72e1=

9t.841

1.014

98,988

205.416

C6h md bahcs $ilh Cenlral Banl ol Inq

tLm and adrdr$ to custume^ - nct

,l \ aiLa ble-fo.sa Le inveshenl sec urilies

H.ld-lo-m at ur i1,,_ invcshEnt secui I iet

tlcpo\rls liorn csroDer md llnan.ial

Totrl inhrest repri.ing grp

C6h dd bnllnfts snh Cstral Banl ollraq

I odsandadvmccs 1. ctrslomeb-ner

A railahle-lorsalc in! !$mefl secui l ics

Ueldro-matuity inNmhl scurirics

DepNits lom ustumcm dnd limcial

Total i erest rlpricinggat

19,617,366 E?J,090 9J6?,448

('6.{V.816,,i.c6q.0ulr Lr.?2o.ob4) Lr,ouo,ri', \',r12,1J0,

1,181,575 56J,430 i90,8li 7,500,9s1

l3li 12.132.130\

CarlnE l-l .l 12 t-5 vorettrn NonbearinB

7.793.11?

8,892r9
4.1i6.761

5.042

1,791,462

8,892,?59

48.660 84r.ll8 1J46,981

1,714.t62

- 7.191:t1

5,012

72t00
425.769 425.169

2:12J5,105 8,892.7s9 't8,660 2,555,2E0 .1,.146,983 77,.)00 E,:2l.r2J

(20.29t.01r) (156.900) (t.726,964) (6.606,111) (5,992.285) (5.i12.7b1)

(20.295.011) (4s6,!00) (1,726,961) (6606,rJ11 6!992!2E5) 6!sl2jr6l)
2,950.061 8,'l3s,E5l) (1,6?8J0,1) (1.0s0.8s1) (2!5.r5!J04 7?,300 2t7ll!:162
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Eryos ft toloruign caftenct exchange tuk
The Bank's exchange exposure arises from foreign exchange dealing by treasury and currency

cxposures originated by commercial banking businesses. The latler are transfeffed to treasury where

they arc managed within approved limits. The Bank nanages foreign erchange exposure withir risk
limils. The Baok's exposureto foreign exchrnge risk is shown in rhe table below:

ts at 31 Dectmher 2016

Cash 0nd balames \ilh Cenlml Banlt 0l lraq

Balarces at bmls

I oms md AdlMes 1o flriom s

lvailabh-l0r-sale inreslmed seNrilres

Held-to-matu ryiNeshrenlseoudties

Other csset

Totd linincid asseh

fin,ndnllirbilili$
DeNsits fmm cuslomers

Collective impainnentagain$conllactsal

other liabilrties

Total Iinancid liibilities

N(or balrnce sheetfi mncialp0silion

As rl ll De$mher20l5

C^h and balafl(es \ lh CentmlBanlol}aq

Lra5 and ad\ ames to iu$omerc

1\il+lii0r-sah inrestmenlsecu ties

H:lJ-i,,matu;r\ inNstmentse(u ihs

Total Iinrnciil asleh

Finanrial liabilitirs

Dpoiis iom cu$omen

Collllti\ e impairment agaiN contraclual

oiherliabililies

Totil fimnciallirbililies

Net0n balance sheet fi nr nci| I position

62 r,54r 6,649,835

4,629,823 &,fl4

4,6$,An 52,4qr

911

628,341 1r05y'14

Tot l0therCHTCBPE[R.IQDIISD

21.863

913,3r4

204t6

6t

I,]I4

28,507

. 1,294,552

1,152 4,t&2 5,606.09r

4,736,528

- 1,034

1,&11,755

166.7t9 18.590 11 20 205,406

r0Jll,0l5 ?,954,814 975,?33 29,842 4,182 t9$11)611,152

]],929,468

45128

16y'34,88?

36.550

17WA

1,413,n3 1,056,83?

16.550

D5,l9l 321

32,795

26

t,4 rc 6U

CBPTURt0DUSD CHT Oti0 Totil

t,,176_1.18 6,2S1,1t0

7,494,159 17,15J

22.429

J.l59.t'0

14.964

56

6,281

1,215

20,i98

11

1,819 2,999

7,79l,lrl

1,tD,?59

4,136,1

i.042

1,791.462

425,769

3,56t,909 751,888

5,000 42

628.615 r,162,7q1

342,210 11,249

13,506,?41 8,i02,834 lJ0q.0t6 21,616 1.999 23.115.10i

r7.108,81i

54,i79

i3003) l]-it6t t8.r6] ,J05 ,1.03: .t0,t0).0'l

il,0l r 37.0i1

1i5,5s9 185 210.561

17,101,626 t,782,6u lJt4,3l6 18,463 I,505 2,081 20,5{r,655

(3,856,885) 6,510,201 J,r,700 r,r8r 33,1 917 2,701,{50
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G) Operational risks

Operational risk is tlre dsk ofdirect or indirect loss arising from a wide variety ofca$es associated

w;th the Bank's processes, persomel, technolog/ and infrastructure, and from extemal factors other

than credit, mark€t and liquiditj risks such as those arising ftom legal and regulatory requirements

and generally accepted standards ofcorporate behavior. Opemtional risks arise from all ofthe Bank's

operations.

The Bank's object;ve ;s to manage operalional risk so as to balance the avoidance offinanc;al losses

and damage to the Bank's reputation with overall cost effectiveness and innovation. ln all cases, the

Bank's policy rcquires compl;ance with all applicable legal and regulatory requiremenls.

The primary rcsponsib;lity for the development and implementalion of controls lo address opetational

risk ;s assigned to senior management within each business unil. This responsib;lity is supported by

the development of overall Bank standards for the management of operational risk in ihe following

. requirements for appropriate segregalion of duties, including the ;ndependent authorization of

. requirements for the reconcilialion and monitoring ofiransaciions;

. compliance with reCulatory and other legal rcquirements;

. documenlation ofcontrols and procedures;

. requirenents for the periodic assessment of operat;onal risks faced, and the adequacy ofcontrols
ard procedures to address the risks identified;

. rcquircmcnls for the reporting ofoperational losses and proposed remedial action;

. development of contingency plans;

. training and professional development;

. eth;cal and business standards; and

. risk mitigation, including insurance where this is effective.
Compliace with B.nt standeds ;s supported by a pro$am of pcriodic reviews undertaken by
Inlemal Audit. The results of Intemal Audit reviews are discussed wirh the management of the
business unitto which they relate, with summaries submitted to the Bank's board ofdireclors.
Capital maragement

The regulatory capilal requiremenls are strictlt, observed when managing economic capital.

The Bant's regrlaloq, capital is analyzed into two tiers:

. Tier 1 capital, which include rcgulatory share capital. relained earnings, general reserve and

. Tier 2 capital, which includes the elemeni of the fai value reserve relating to invesiment
securities and translat;on reserve in addition to colleclive impairment allowance.

Tte Bank's policy is to maintain a strong capital base as to maintajn investor, creditor and market
confidence and to sustain future d€velopment ofthebusiness.

TIe impact ofthe level ofcapital on shareholders' retum is also recognized and the Bank recognizes
the need to maintain a balance between the higher retums that rnight be possible with $earer gear ing
and the advantages and secwity afforded by a sound capiial position.

(f)
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Capital adequacy and the use of regulatory capital are monilored daily by the Bank's managemenr.
The Bank's regulatory capital is managed by its cenlral treasury-

The Banl's regulatory capital position as at 3l December was as lbllows:

As oI December 31
2tt6 2015

Ticr 1 capital
Sharc capital
General and special reseNes

Retained eamings

Tier 2 capital
Fair value andtranslation r€serve

Collective impairment allowance

Total regulatory capital

Fair valtres of fi nancirl instruments

1,500,858

24',7,31',7

1,397,989

3,146,164

(53,610)

1,500,858

230,039
r,021,561

2,754,160

8-529

46.9ir

(53,630) 5s,.160

3,092,s34 2,809,920

The lbir values offinancial assets and financial liabilities that are traded in active markets are based

on quoted market prices or dealfl pdce quotations. For all other financ;al instruments, the Bank
Jelennine. fair \alLe. u'ingorher vdlualion rechn:que..

Yaluatior models

The Bank measures fa;r values using the following fair value hierarchy, which reflects the

significance olthe inpuls used in making the measurements.

. Level l: inputs that arc quoted market prices (unadiusted) in active markets for identical

. Level2: inputs otheriban quoted pr;ces ;ncluded within Level I that are obseNable either directly
(j.e. as price, or indhectly (i.e. derived from pricer. This category includes instruments valued
using: quoted market prices in aclive markels for similar instruments; quoted pdces for identical or
similar instruments in markels tha1arc considered less than aclivei or other valuation techn;ques in
which all significant inputs are directly or i directly observable from markel data.

. Level 3: input that are unobsewable. This calegory includes all instruments for which the
vatuation technique includes ;nputs not based on observable data and the unobservable inputs have a
significant effec1 on the instrumenl's valuation. This category includes instrunenls that are valued
based on quoled prices iol similar instruments for which significanl unobservable adjustments or
assumpt;ons arc required to refl€ct differences between the instrumenls.

For financial instruments that tmde infrequently and have little price transparency, fair value is less
object;ve, and rcquircs varying degrees ofjudgneff depending on liquidity, concentration lrncertainly
olmarkel factors, pricing assnmptions and other risks affectingthe specific insirunent.

Valuation iechniques include net present value and discounted cash flow models, comparison to
similar instruments for which market obserr'able prices exist. Assumptions and inpuls used in
valmrion teclniques include risk-free and benchnark interest rates, bond alld equity prices and
fore;gn currency exchange rares.
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fhe objective of valuation techniques is to arrive at a fair value measurenent thal reflects ihe price
that would be received to sell the asset or pa;d to transfer the liab;lity in an orderly transaction
between narkel pafiicipants at the measurement datc.

Thc Bank uses widely recognised valuation models for detcnnining the fair lalue of common and
morc simple fiMDcial instruments, like interest rate and cunency swaps that use only obseftable
marlel data and require litile management judgment and estimation. Obsewable prices and model
inputs are usually available in the market dcbl and equily security exchange traded derivatives and
simple over the counter derivatives like intcresi rate swaps. AvailabiliB ofobservable market p ces
,md model inputs rcduccs the need for management judgement and estimation and also reduces the
uncertainly associated \r'ith dcterminaiion ollair values. Availabiliry ofobservable market prices and
inpuls varies depending on the products and markets and is prone 1{) changes based on specific events
and seneral conditions in the financial markets.

The table below analyses financial instrumcnts measured at fair vahe at the reporl;ng dale. b), the
lelel iD the fair value hierarch), into which the fair value neasurement is categorised. The amounls are
based on the values recognised in the statement offinancial posilion:

l inioci{l N$is mcasur.d it Iiir r"lne:

Eiiatuiil a$ls sriloblc tbr eh:

Finm.ial Ner\ tul healurd!thnraluc:

Lmisdd admc$to ndn s'mt
llcld to mtuiry iiysrri.ir tuundN
Ioiil Find{nl6$h nor m.asu^d ar lai ldluc

Fin,mi,l li,bilifts iol heaiur.d !il{irulut:
D.posi[ liom uslom.^ ad fim.ial insriluriors
Iotal rinmcirl lial'ilili$ not eriurd at fan.ylluc

Fioitr.ial iseh hoaruft d !t rai'. r!luc:
f_ iiai. ial 6s.rs arilnble lor $h:

Fitritr.ialrsrt1Nlme uied ,t fantrlne:

Loans dd adunrcs 10 qrtoms- lld
H.ld $ mrruril) In\*ftcnr $fulri.s
'lid 

r lian.ial 6slr nol mssurcd d fdn va u.

tbardalliabilili€r dol m$ured !tliirralnc:
D+ojill ]lam.ustornus $rd lnaN alinsli(utiors
TolalEiirmial lirhililir\ nd mr,{trtd xrlxnv,ltr.

t,014

1294.552

5.606.091

4,716,528

r.81,1.755

1.014

7,291J52

5,606,091

4,736.t8
1,8:1i.755

1,034

j,606.091

1,716.i28

t,8 ,,-ij
1,03{ |t.410,t76 19,471960 19,1it.960

16..u1.886

16,41d886 16,434,886 ,6,1v336

1.002

?.tg:l.l12

8,892,159

.1.1t6.761

r,?9r,.162

,1.040 5,042

i,1t3.1tl
8,892.1iq
.l,ll6.16t

t,tqt.fi2

5.012

7,ls,ll2
8,892.759

1,116.16r

1.791.462

t,002 22.81d29{ 1,0r0 ::,8t'),116 I,8l'),116

:029504r 10.295.011

20.295,0.11 20!2t5!0,1, 20,29510,11

20,295,0.11
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7. Cash and balanc€s at Central Bank oflrao
The details ofthis item are as follows:

tn thousan.ls oIUSD

Cash at vaults
Balances at Central Bank of lraq except the mandatory reserve

Cash and ca5h eqdvalents (note 2l)
Mandatow reserve deposits al the Central Bantr *

Non-interest bearing balances

As ofDecemherJl
2016

2U,044 ts4,268

20l s

6,873,918 7,793,3t2

6,873918 7,793.312

6,921,642 7,259,257

'7,t65,686 1,6t3,525

128,866 t79.1a1

2016 2015

* Mandatory reservedeposits are not available for use in the Bank's day to day operalions and are non-
inlerest bearing.

Balances at banks

The details oft}lis item are as follows:

Local banks

Govenxnental banks (Note 24)
Foreign banks

Balances at banks

Floating interest bearing balances

6,212
14,842

15,996

3,115

5,585,037 8,873,648

5,606,091 8,892,759

5,606,091 8,892,7s9

Total deposits nalured after I monllrs as ofDecember 31,2016 amounted to USD 355,697,500.
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Loros and advanccs to customers - net

The details ofihis item are as follows:

Rctail

overdrafts

Corporate

Overdrafts

Total loans andadyances to cu3tomers

Less: Intcrest in suspense

Less: Allowance for impailmeni

Netloars and rdvatrces to cuslon€rs

As ofDecenber3l,
2116 2015

89,408

262,t58
351,566 378,715

610,076

62,311

316,344

24

271,128

t,5t1,337 1,477,521

2,147,413 1,748,649

3,413,399 3,251,0i4

3,413,399 3,253,034

5,912d18 s,380J98

l!e mJvemcnr on allJ$Lncc fur impairment ofloan' anJ adrcnre. to . u'tome^ are a Iollou:

(309,280) (206,88r)

(866,570) (836,754)

4,736,s28 4,336,76r

2016 201s

Balance at I January

Provision for the yeal +

Provhions (rransfened) added

Net effect for foreign cwrency exchange rate

Balance at3l Dcccmber

836.754

45,000

(r5,253)

69

45).57i,

374,605

12.576

866,570 836,754

Based on the Central Bank ofhaq Board of Dnectors decision number 94 for the year 2016 dated on
June 29, 2016, the bank booked 7s% of its net profit for the year 2015 as provision impa;rm€nt losses
whichjuslify lhe incrcase in the prioryear expense comparing to lhe currentyear.
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10. Inv€stmentsecurities net

The delails ofthis item arc as follolrs:

Held-to-maturi, investment+

Available-for-sale investmenl**
Less: lmpairment losses on available for sale inveshenl

* Hcld-to-maturity investment securities

haqi lreasury bills. maiurily within 9l days

Iraqi treasury bills, maturity within 91 182 days

Iraqi treasury biUs, maturity xithin more rhan 182 days

Total hcld{o-maturity invcstment
**Avrilxble-for-sale intestment securities

Equit) securities a1cost : ru isted

Equi!r' securities at fairvalue: listed

Totrl rvrihble for sale investment securities

Total invesrment securities

Current

2016 20t5

____!!l1l!e

1,015,203

8r 8,552

1,833,755

1,833,755

1,014

r,034

1,034

-__!!3{!2_
819,586

t,191,462
5,042

(i.000)

____1l2lc!4

1,070,2 t1

'721,249

t,791,462

4,040

I,002

5,042

____1r2!i!4

126.291
1.0i5,203 1,070,213

___.u!!z!2_ ___.!J:!fg

The movemenl in inveshenl securilies durins the vear is sumniarized as follows:

Hcld-to-
Total

1 January 2015

chanses in fair value

3l Decenbcr 2Ol5

861,606
l,7t4.t 6l
(784.30s)

5,882

(1,797)
957

867,:188

l,7l4, t6l
(786,102)

951

1,791,462 5,042 1,796,s0,1

Balancc at I Jrnu.ry 2016

Gains llo'n changes ir fair value
B,lance rt 3l Decemtr€r 2016

Inpaimehl loss du,ing the year
Provision written- ofi during the ycar

Balrnce rs ofDe&mher 3l-

5,042 t,796.s04

- 1,633,316
(4,017) (1,595,040)

1,',791.462

r,633,316
(1,591,023)

1,833,755 1,034 1,834,789

Thc movcmcnt onavailablc for salc impaiment losscs durinsthc ycar is summarizcd as follorsl

2016 2015
3,000 1,500

t,500

- 3,000
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11, PropertY and equipment- Net

The delails oflhis item are as l'ollows:

Buildines
Building under!'ixtur€ rnd

Yehicles Fiurniture

Balance al I January 2015

Balatrce nt 3l Dec€mber20I5

Balance at I January 2016

Addilions

Fonien currcnc) e\change ne! eflecl
Balxncc rt 3l De(ember 2016

Balmcc ul I January 2015

Depreciation tbr thc year

Balance atll Decemb€r2015

Balance ar I Januarr_ 2016

Depreciarion 1br tho ycar

Forcign ourcnc) exchange nel etfecl
Balanc€ atSl Dec€mb€r 2016

Balancc al I Jmudr._ 2015

Balance at l l December 20l6

I 1.705

6,894
25.751

7.757

21,621

1,102

269
10.517

t5't
'732 3,548

2,206
7i,686
21,385

20.31I
4.102

12t.621)
18,599 55.132 r.371 10,69.1 5.754 2,749 95O?l

18,599

27;

55,132
2,569

646
183

1,371

543

t0,694

(1.297')

132
175

l

5,751
4,003

r39
9l

2,789

5t2

95,071

7,290

t.020
18,876 s,987s6J.]0

l]9

1,928 9,4t3 908 3,73C r03,381

732

139

5.1.12 1,102

269 r39
:],548
2.246

10,524

5.755:l. t4l
8,283 1371 732 5,754 16,279

8,283

9,264
23

1,37 t
543

14

'732

173
I

5,754
3,883

72

16.279

r3.865
110

11.57[ 1,92E 908t39 9,709 30,254

18.5r, a6,8a, r0
18376 40,960 - 278 J,'Jg 73,127

Bank and thc grant was unoondilionrl. the ltlnds were recognizcd licchold rssct ol lhc llunk and ns a spccialreserve in equil) (see nole l7).

9,214
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12. Other rssets net

Tbe details ofth;s item are as follows:

Conmissions receivable

Advances to employees

Accrued interest incone

Allowance for impairment

Customers and firancial institutioft derrosit

The details ofthis iten are as follows:

Saving accounts

Calldeposits
Other deposits

Cash Margin
Margin cash against letters ofcredit
Marg;n cash agaiNt letters ofguarantees

Total margir accounts

Toial deposits from cus(omers and financial institutions

Collectivo impairmcnt qqsinst contrrctual aqreements

The details ofthis item are as follows:

Balancc at January l,
lmpainnent Ioss lor current year

Provison written offduring the year

Balancc Dcccmbcr3l,

2016 2015

t3-

16,844 23,586

134 906

2,963 3,118

16t,228 369,089

23,631 29,070
(15,253) (1s,253)

I90,t53 410,516

2016 2015

4,612,866
329,256
2t3,916
352,863

5,616.18i
307.i87

46.643

40.615

5568J01 6,010,930

t0,8t3,742
52,243

r0,865,985

t4,t74,424
109,687

1{.

11,284,111

16,434,886 20,295,0,11

As ofDecember3l
2016 2015

37,051

(s01)

365s0

36,983

68

37.051
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15. Other liabilities
The deiails ofthis item are as follows:

lh thoaa .ls .'/ LAD

Trade creditors
Certified checks issued

Deferred LCs and LGs co mission ircome
InreLnal bills exchange

Accrued expenses

Slamp fees payable

Customers fu,rds blocked by legal order
Other

As ofDeccmber 31.

2016 2015

39,992
39,941
84,605

455

2,463
1,376

2.361
'71

41,131

36,063

75,126
49.987

t.216
l.l5 L

l_ 158

16. Shsre capital
Based on the Iraqi Head ol Min;stries dec;s;on number 260 lor the ),ear 2015 daled on Jul] 8.
2015. the bank had obtained the approval to increase the share capital in anount of IQD 7i0 B
which equal to USD 644,692 K to be in tolal disclosed and paid equal to USD 1,500,858 K as of
December I l. 2016 and 2015.

The bank reprcsent a govemmenlal entit) according to the Coalition Provisional Aulhorit-v (CPA)
Order number (100) in 2004. Then CPA authorities was delegaied to Iraqi Llead ofMinistrics.

Reserves and retained earninss

The details ollhis ilem are as fol]ows:
As ofDecember J1.

General resewe (a)
Fair value reserve-available-for-sale investmemts (b)
Specialreserve (c)
rranslation reserve (d)
Rerained eamings (e)

The Baok's management consult wilb the tlead of Minist es about the ne1 prcfit rcalized lor each
year and the accumulated retained eamirgs 10 talie a decision 1o transfer it or retained these
eanrings inthe banl booklo invest for future benefits.

Molement on reserves and retained eamings were as followsi

111,270 210,563

2016 2015

236,'.709 225,863

1,481 1,4',72

10,608 4,t76
(55,11 1) 7.0s1

1,39?,989 1,023,563

1,591,616 1,262,t31

17.

(a)

Balance at I January
'l.ransfer from (ro) retained earninss

Balarcc at 3l Dec€mber

2016 20ls
22s,861 236.',709

10.846 (10,816)

l6

236;709 225,863
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(b) Fdir volue rcsene lindncial instuments svuilable-forsale

hl thautunds afUSD

Balance at I January

Revaluation change during the year

Balance at 3l Decemhe.

2{t16 20t5

1,472

9

515

957

1.412

1,023,563 1,534,831

(644,692)
(62,246)

For the year ended December
31,

1,48r

G)

(e)

(d)

Special rusene

The Covemment of lraq granied the Bank lands for the use in busincss (see nore I l). Since the
Government of Iraq is the orrer of the Banh and the grant was unconditional, the lands were
recognized freehold assct ofthe Bank and as a special reserve in equity.

Tlanslation rcsetve

Tle translation reserve comprises all foreign currency differences arising fiom the translation of
the financial slatements from the tunctional currency to ihe presentation cuflency-

Relained earninss

2016 2015hl tttuulands oJ USD

Balance at I January

Transfened to share capital
Transfeffed to public treasury

Transfened to reserves

Profit for the year

Balance ar 31 Dcccmbcr

18. Net int€rest income

The deta;ls ofthis item are as follows:

ht ntuNthds ./ usD
[trt€rest income
Balances with Cenhl Bantr of IIaq and due from banks
Loans and advances to customers

Held{o-maturirty investment securities

Total interest ircome

Itrterest €xpense

Deposits lrom customers

Total interest expense

Net interest income

(17,278) s,889

453,949 r23,s3s

t,391,989 1.023,s63

2016

33,091

173,655

61,831

268,517

28,655

116,615

58,092

263,362

2015

(6,31U (l 1,704)

(6,311) (11,704)

24,266 251,658

37



TRADE BANK OF IRAQ

Notes to the financial statements

As of 3l De.emher2Ol6

19.

2t-

Fee and commission in.ome
The delails olthis item are as followsi

Fo. the vear ended Decemher
lt

2016 2015

Commission income on letters ofcredil
Commission income on letters ofguarantee
Comniission income on fund transfers

Other fees and comm;ssions

Total lee and commission income

Net tradinp income

The delails ofthis item are as follows:

Net trading ;ncome

Personnel exoenses

The details oilhis ;tem are as follows:

\\'ages and salarics

Ceneral aod administrative €xpenses

The deta;k ofth;s item are as follolvs:

42,603

36,505

t2.498
8,064

99,610

105,502

49,402
t0,654
'7,',740

t73,2C8

20_

For the vear ended Decemher
ll

2016 2015

145,691
206,628 1.15,691

For the year ended D€cember
31.

20t6 2015

2't,832 16.251

27,832 26,25t
22.

For thc vcar cndcd

Research & consultancy ser;ces
Subscriptions, fees and lioenses

l ravcl and transportation expenses
Advertising expenscs

Repairs and mainlernice
Omce supplics
l-egal and profcssional fees
Taxes and govemnental fees

2016 2015

7.069
352

1,131
1,492
1,4s2

250
337
213
232

96
42

lsr6s

9.317
56

1,018
1"458

708
63

417
286
352
239
331

8,600
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23. Cash and cash eouivalents

Tle delails of this item are as fbllows:

ht thauvalds of USD

Cash and balances with Central Bank ofhaq other than mandarory

reserlc deposits (Nole 7)

Balances ai banks (Noie 8)

As ofDecember3l,
2016 2015

7,165,686

5,250,393

12,416,019

1,613,525

8,892,759

16,506,284

21. Related parties

The Bank is a govemmenlal enlity, and allthe governmental enlilies except for thc Ccnlml Bank of
lraq (resulalo, are considered rclaied pa(ies.

A number of banking hansactions are entered into with relaled parties in ihe normal coursc ol
bus;ness- Thcsc include loans. deposits and other lransactions.

The volumes of relaled party lrdnsaclions. outstanding balances
erpense and incomc for the year as iollows:

(3) Govcrnmentalenrities

Loans, ad!ances !nd overdrafts to governmental entities

h, tt,.rati\.J t.st)

Loa s .ul\lalding ar I Jaruary
Nel mov.nicnl duri.g Lhe ycar

Loans ouatlnding at3l Dcrember (note 9)

Deposits from go!e.ndenlal €ntiti€s

h tiarq .. .l LsL)

D.posils ar I January
\er molcmcdt during Lhc )ear
Deposits a13l Dormber

Other brlances with goiernmental entities

1,1 tha64'.t\ .t ust)

Duc frotn govcmmental banks
Ileld-1oinalurily i,rvcstmcrl sccu.itics

Inlere\r income t'um gurFrnmenrJl enririe\
t,t rh.wotnr d Lt.9L)

Fnrancial asscrs teld Ibr Lradnrg
I leld-lojnaluil} iDvcshcnr sccu.itics

at the year-end, and relating

As at 31 December 2016
2016 2015

3,251,014
160,365

___-lMt2e

1.256.9 t0
1.996.r21

3,253.03.{

As at3I December 2016
2016

18.336,761 21.438.458

{3.182,452) (6.101,697)

__.!1,5!Ll!e __l-q,ll{J!t

As at.ll De.€mb€r 2016
2nt6 2015

14,842
1,433,779

l. ll5
t.79t.462

___1,4q,02r ___LJ2!,571

As atSl D€.emb€r 2016
20t6 2015

76,764 'l',l,t2t
6.800

59,081

_____-11!f1e -,,-11?4!3
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(b) Key manag€metrt persornel compematioo

ht thauands ol USD

Benefits and remuneration - shortterm

As at31 Dccembcr20l6

2016

132

2015

14i
132

25. Subseouetrt event

Based or letter from Prime Minister number M.R.R/ 61/2907 dated on FebrMry 22, 2017 and the
BanI Board ofD;rectors decis;on number 66 dated on May 24, 2016, they approved to raise the
paid-up capital ofthe Bank by amount of I lrillion Imqi Dinars to be 2.7501rillion lraqi Dinars,
which equivalent to 2.327 billion ofUS dollars against 1.750 tr;llion lraqi Dinars, which equivalent
to 1.500 billion US dollars as at 31 December 2016, in purpose of enable the bank to perform its
operations betler through the expaDsion ofcrcdit grantiry base which will support and finance the
various economjc acrvities ,nd investmenl projects and achieve better returns in addidon to
inplementing ihe standards ofBasel IIL TITe Bank will be incrcase the capital through capitaljdng
the retained eanings.
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