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Blrux Or Bacnoeo Gnoup
Cot'rsot-roareo SrateM ENT oF Fr uarucral postloN
Asar3l DeceMeen2016

Notes

10

11

12

13

14

15

16

17

2016 2015

‥
」
Ｆ
」
ｒ
ｔ
ｒ
ｔ
ｒ
」
Ｆ
」
Ｆ
」
Ｆ
Ｌ
Ｐ‐‐
Ｉ

一　
　
ロ

ヽ̈
　

「

「
　

『
１
１
‐
一
　

『
―
―

】

Ч
‥
‐

】

IQD(00o) IQD(000)
Assers

Current assets

Cash and cash equivalents

Due from banks and other financial institutions

Available-for-sale investment securities

Loans and other receivables

Other assets

Total current assets

Non-current assets

Held-to-maturity financial investments

Property and equipment, net

Projects in-progress

lntangible assets, net

Total non-current assets

Total assets

LrnarLrrres

Deposits from customers

Due to banks and other financial institutions

lncome tax provision

Other liabilities

Total !iabilities

Eourry

Paid-in share capital

Statutory reserve

I nvestment revaluation reserve

Other reseryes

Retained earnings

Total equity

Total liabilities and equity

23,788,472 30,443,196

1,042,904,322 325,667,387

５

６

７

８

９

541:806,853

276,377,930

5,864,988

195,066,079

795,650,150

230,750,758

7,026,253

261,797,030

97,399,325

31,818,240

18,782,039

92,794,331

32,583,935

18,255,188

9,520,191 9,741,752

157,519,795

_1,200,424,117

153,375,206

1,ダ9,042,59■

ヽ
　
【

790,048,306

37,877,919

6,556,377

834,615,353

44,050,514

7,544,050

p3,119,810 330,688,058

917,602,412 216,897,975

250,00o,Ooo

12,105:065

(2,867:619)

58,441

23,525,818

282,821,705

1,200,424,117 479,042,593

The attached notes from 1 to 29 are an integral part of these financial statements

18 250,000,000

10,897,547

(2,631,881)

58:441

1

262,144,618

1

‖

‖|
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‐　　　　　　一　
　
　
‐
　
　
　
　
　
一76



BANK OF BAGHOAD GROUP
CoNSoLIDATED STATEMENT oF INcoME AND OTHER CoMPREHENsIVE INcoME
FOR THE YEAR ENoED 3I DECEMBER2OI6

Notes 2016 2015

Ｌ

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

CoNTINUING oPERATIoNS:

lnterest income

lnterest expense

Net interest income

Commission income

Commission expense

Net commission income

Net gain on foreign exchange currency

Financial investments - held{o-maturity

Dividend income

Other income "

Operating income

Other expenses:

Staff expenses

Other expenses

Operating profit before provisions

Provision for impairment of loans and
other receivables

Provision for cash shortage

Profit for the year before income tax

Tax expense

Profit for the year after income tax

OTHER coMPREHENSIvE LoSs:
Unrealized loss on available-for-sale

financial assets
Total comprehensive income for the

year

27,848,862

3,704,569

104,447

638,076 10463718

73,620,067 79,912,426

19

20

IQD(000)

29,5831523

o,079,1lo

23,504,411

141835,219

は,509,451)

12,325,768

IQD(000)

33,456,548

に,849,07助

25,607,470

14,551,602

に,368,24の

12,183,360

21

22

23

24

35,007,572

1,912,255

2311985

５

　

６

２

　

２

(15,874,130)

(19,825,420)

37,920,517

(119,111)

(11,000,000

26,801,406

(16,833,686)

(19,0041905)

44,073,835

(13,910,81⊃

(16,170,48a

13,992,536

「

「

「

「
|

F

"

"16 (6,556,377)     (7,544,050)

20,245,029      6,448,486

(235,73o  2,183,85o

20,009,291      4,264,630

* During the year 2015, management of Bank of Baghdad decided to record IQD 10
billion as a provision for impairment of loans, and to avoid its effect on the Bank's
performance results, they used voluntary reserve to cover the loss of the
impairment.

The attached notes from 1 to 29 are an integral part of these financial statements

一　
　
“

一
　
　
山

一　
　
「

】

‐‐

】

「

】　　　‐‐　　　　　　一



Be.rfi Or Becxoao Gnoup
corsot-oereo SrererENT oF cxeruces tru sHanexoloER,s Eourrytoe ne vEAR Ertto€o 31 Decemeen 2016

Balance as at 1 January 201S
Total comprehensive income for

the year:

Profit for the year after income tax
Unrealized loss on available-for-

sale financial assets

IFRS adjustments *

Transfer to statutory reserve

lmpairment of loans

Dividends
Balance as at 31 December

2015
Total comprehensive income for

the year:

Profit for the year after income tax
Unrealized loss on available-for-

sale financial assets

IFRS adjustment *

Paid‐ in

share caplal

lQD(000)

250,00o,ooo

Statutory
reserye

IQD(000)

10,599,989

∨oluntary

reserve

lQD(00o)

10,000,ooo

lnvestment
revaluation

reserve'★

IQD(00o)

(448,025)

Other
reseⅣ es

lQD(000)

58,441

Retained
earnlngs

iQD(00o)

17,221,558

6,448,486

448,025

(297,558)

Total

equity

lQD(Ooo)

287,431,963

6,448,486

(2,183,856)

448,025

250,000,ooo

297,558

19,897,547

(10,000,000)

(2,183,856)

に,631,881) 58,441

―   (10,000,00o)

PO,000,00の  PO,000,00の

3,820,511 262,144,618

-     20,245,029     20,245,029

(235,738) ―  (235,738)

lncome lax ofprevior.,s year pard - 2,i83.856 2,183,856
from relained esrnings _ (1,516,060) (1,s16,060)

Transfer to statulory reserye

2016 -4qqg'o!o l?'l-q!'9!s (2,s67,6rs) =....E- --2!.!?!.!ts -2e2.82jtos
'lFRs adjustments represent eliminalion ofthe effect of previous years impairments of available-for-sale financialassets on the reta,ned earnings." lnvestment revaluation teserve comprises changes in fak value of availeble_for_Eale investments.

The attached notes from 1 to 29 are an in 'al part of these financial statements
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BANK OF BAGHDAD GROUP
CoNSoLTDATED STAI-EME\rr. oF CAsrr f-Lows
FoR THE 1TAR ENDED 31 DECEMBER 2()16

2016 2015

‐

一

ｒ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

一

Ｆ

』

Ｆ

Ｆ

‥

Ｔ

Ｔ

Ｔ

Ｔ

Ｔ

Ｔ

Operatinq activities:
Profit before income tax
Adjustments to reconcile profit before income
tax to net cash flows:

Depreciation and amortization
Provision for impairment of loans and other
receivables

Write-off of loans and other receivables
Provision for cash shortage
Net investment income
Gains on disposal of property and equipment

Working capital adjustments:
Due from banks and other financial institutions
Due to banks and other financial institutions
Available-for-sale investment securities
Held{o-maturity financial investments
Loans and other receivables
Deposits from customers
Other liabilities

Other assets
Net cash flows (used in) from operating
activities before income tax

lncome tax paid
Net cash flows (used in) from operating
activities

lnvestinq activities:
Purchases of property and equipment
Proceeds from sale of property and equipment
Proceeds from investment securities
Net change in projects in-progress
Net change in intangible assets
Net cash flows used in investing activities

Financino activities:
Transfer to statutory reserve
Dividends paid

Net cash flows used in financing activities

Net decrease in cash and cash equivale.]ts
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

The attached notes from 1 to 29 are an

(1,207,51o

(253,843,297) (25,574,399)
795,650,150 821,224.549

541,806,853 795,650,150

IQD(000)

26,801,406

2,429,740

119,111

(4,878,979)

11,0001000

(56)

(2,213)

35,469,009

(45,6271172)

(6,172,595)

2,568,913

(4,604,994)

71,4901819

(441567,048)

(247,568,248)

(4,345,275)

(243,356,591)

(7,544,050)

(250,900,641)

(292,836)

66,744

231,985

(526,851)

(1,214,180)

(1,735,138)

(1,207,518)

一
13,992,536

2,774,136

13,910,817

16,170,482

(208,166)

46,639,805

251,366,313

(8,808,958)

(1,031,209)

41,434,133

(27,093,135)

(457,929,972)

162,483,328

2.032089

9,092,395

…
4,026,053

(365,712)

8,020

105,550

(390,442)

(8,660,310)

(9,302,894)

(297,558)

(20,000,00o)

…

rt of these financial statements



BANK OF BAGHDAD GROUP
NoTEs To THE C0NSOLIDATED FINANCTAT S.rAl.t MENrs
31 DECEMBER 2016

吊
a脂
竃出:dfl』∴f壻鷺:L,

誹撫瀞1肌機繹

怖職1欄撃il擢麟毒I∬i動:瀑騰出讐艦‖糖蹴
2.SUMMARY OF SiGN:FICANT ACCOuNT:NG POLiC:ES

2.l   Basis Of preparatiOn

The consolidated financial statements ha、

except fOrfinancial assets classified as fal「

assets classified as available for sale ar

measured at fair value The consO‖ dated
Dinars(IQD),whiCh is the funcJOnal and p

The preparation of cOnsOlidated financial statements in conformity with lFRS requires

the use of certain critical accOunting estimates it alsO requires management tO

exercise tsjudgmentin the process of applying the Group's accOunung p。
licies where

actual results may difFerfrom these estimates The areas inv。
lving a higher degree Of

judgment or cOmplexly,Or areas where assump10ns and eslmates are signficanttO

the financial statements are disclosed in(Note 2 23)

2.2   Statement of comp!iance

The consondated inancial statements Ofth(

with the reguiations of the central Bank

馨:[llil∬♀‖即illlllil[::][ilasurement
23   Presentation of consolidated financia:statements

clrcumstancesi
o The n。

「mal course Of business
・ Tho Ovent of default
o The event OfinsOlvency or bankruptcy Ofthe Bank and/Or its cOunterparties
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2.4 New standards issued but not yet effective
The standards and interpretations that are issued, but not yet effective, up to the date
of issuance of the Group's consolidated financial statements are disclosed below. The
Group intends to adopt these standards, if applicable, when they become effective.
IFRS 9: Financial lnstruments
The IASB issued IFRS 9 - Financial lnstruments in its final form in July 2014 and is
effective for annual periods beginning on or after 1 January 2019 with a permission to
early adopt. IFRS g sets out the requirements for recognizing and measuring financial
assets, financial liabilities and some contracts to buy or sell non- financial aslets. This
standard replaces IAS 39 Financial lnstruments: Recognition and Measurement. The
adoption of this standard will have an effect on the classification and measurement of
Group's financial assets but is not expected to have a significant impact on the
classification and measurement of financial liabilities. The Group is in the process of
quantifying the impact of this standard on the Group's consolidated financial
statements, when adopted.

,FRS ,5 - Revenue from Contracts wilh customers
IFRS 15 was issued by IASB on 28 May 2014 is effective for annual periods beginning
on or after 1 January 2017. IFRS 15 supersedes IAS 11 - construction contraits ani
IAS 18 - Revenue along with related lFRlc i3, lFRlc 1g and Slc 31 from the effective
date. This new standard would remove inconsistencies and weaknesses in previous
revenue recognition requirements, provide a more robust framework for addressing
revenue issues and improve comparability of revenue recognition practrces acrosi
entitres, industries, jurisdictions and capital markets. The Group is in the process of
evaluating the effect of IFRS 15 on the Group and do not expect any significant impact
on adoption of this standard.

IFRS 14 Regulatory Deferral Accounts
IFRS 14 is an optional standard that allows an entity, whose activities are subject to
rate-regulation, to continue applying most of its existing accounting policies for
regulatory deferral account balances upon its first-time adoption of IFRS. Entities that
adopt IFRS 14 must present the regulatory deferral accounts as separate line items on
the statement of financial position and present movements in these account balances
as separate line items in the statement of profit or loss and ocl. The standard requires
disclosure of the nature of, and risks associated with, the entity's rate-regulation and
the effects of that rate-regulation on its financial statements. IFRS 14 is lffective for
annual periods beginning on or after 1 January 201 6. This amendment is not expected
to have any impact on the Group.

Amendments to IFRS 10, IFRS 12 and tAS 28 - tnvestment Entities: Applying the
Consolidation Exception
The amendments address issues that have arisen in applying the investment entities
exception under IFRS 10. The amendments to IFRS 10 clariiy that the exemption (in
IFRS 10.4) from presenting consolidated financial statements ipplies to a parent entity
that is a subsidiary of an investment entity, when the investment entity measures all of
its subsidiaries at fair value. Furthermore, the amendments to IFRS 1b clarify that only
a subsidiary of an investment entity that is not an investment entity itseli and that
provides support services to the investment entity is consolidated. All other
subsrdiaries of an investment entity are measured at fair value. The amendments to
IAS 28 allow the investor, when applying the equity method, to retain the fair value
measurement applied by the investment entity associate or joint venture to its inlerests
in subsidiarres. These amendments are effective for annuil periods beginning on or
after I January 2016. This amendment is not expected to have any iipact-on the
Group.
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Amendments to IAS 27 - Equity Method in Separate Financial Statements
The amendments will allow entities to use the equity method to account for investments
in subsidiaries, joint ventures and associates in their separate financial statements.
Entities already applying IFRS and erecting to change io the equity method in iG
separate financial statements will have to apply that change retrospeciively. For firs!
time adopters of IFRS electing to use the equity metnod in its separaie tinanciat
statements, they will be required to apply this method from the date of transition to
IFRS. The amendments are effective for annuar periods beginning on or after 1
January 2016, with earry adoption permitted. These amendmints wit not have any
impact on the Group's consolidated financial statements.

2.5 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Bank
and its subsidiaries (investees which are controlled by the Bank). control is achieved
when the Group is exposed, or has rights, to variable ieturns from its involvement with
the investee and has the abirity to affect those returns through its power over the
investee. Specifically, the Group controls an investee if and only if the Group has:
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o Power over the investee (i.e. existing rights that give it the current
direct the relevant activities of the investee). Exposure, or rights, to variable returns from its involvement with the
and

. The ability to use its power over the investee to affect its returns

ability to

investee,

when the Group has less than a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances in assesiing whether it has
power over an investee, including:

. The contractual arrangement with the other vote holders of the investee. Rights arising from other contractual arrangements. The Group's voting rights and potential voting rights

The Group re-assesses whether or not it contrors an investee if facts and
circumstances indicate that there are changes to one or more of the three elements of
control. consolidation of a subsidiary begrns when the Group obtains control over the
subsidiary and ceases when the Group roses contror of the subsidiary. Assets,
liabilities, income and expenses of a subsidiary acquired or disposed of during the yeai
are included in the Group's consolidated financial statements irom the date tie Gioup
gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of ocl are attributed to the equity holders of the
Parent company of the Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. when necessary, adjustments
are made to the financial statements of subsidraries to bring their accolnting policies
into.line with the Group's accounting policies. All intra-group assets and liabilities.
equity, income, expenses and cash flows relating to transictions between members oi
the Group are eliminated in full on consolidation.

A change rn the ownership interest of a subsidiary, without a ross of contror, is
accounted for as an equity transaction.

lf the Group loses control over a subsidiary, it derecognises the rerated assets
(including good will), liabilities, non-controlling interest and other components of equity
while any resultant gain or loss is recognised in profit or loss. Any investment retainea
is recognised at fair value.
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ll
The principal operating subsidiaries of the Group are as follows:

ll

Name of company
Pnncipal
activities

Country of
incorporation

Effective
lnterest as at
31 December

2016

Effective
lnterest as at
31 December

2015Baghdad tor Stock

100% 100%

Il
ll
ll
lt

Exchange Ltd.
Al-Ameen for lnsurance

Brokerage lraq

Ltd. - lnsurance lraq 50.760/o 57%* The consoridated financiar statements for the year ending 31 December 2016 areprepared without addino the Banks snare'oi Ai;r;"^ for tnsurance, because of:Xlilffiirl,::ff;* J 
;,;"i.i't"i",'",il^ii'J'Xln,orio"ton process with this

2.6 Financialinstruments

C I ass ifi c ati o n of fi na nci al i n stru ments
r ne Group crassifies financiar.instruments as "farr varue through profit or ross,,, ,,roansand receivabres", "avairabre-for sare' 'neri t;'r;t;;y, and .,financiar 

riabirrties atamortised cost" Management determines- ti"' ,-pproirr",e crassification of eachrnstrument at initial recognitton.

Re-c o g n i ti o n/ de-rec o g n i ti o n
A trnanciar asset or a frnanciar riabirity is recognised when the Group becomes a partyto the contractu"l provision!^o^f.tn" ii,rirr"ii nrir"il=,",. way purchase and sare ofIinanciar assets are recoonised using setrement daie accounting. changes in fairvatue between the trade oire and r"tt]"r;;;;"r;il'lucogn,sed in the consoridatedincome statement cr in oCl 

.in ,""oiorn"" *]*"rn" ,"li"V appticable to the relatedinstrument Regurar wav o"-r1ir* 
91 

r" 
"-J 

rr" ,riJn5l"s or sares of financiar assetsthat 
, 
require delivery of assets within tn" tirl" fr"r,regulations or. 

"onr"nti*"ln the market pi;;"" "- "'"'e generally established by

A financrar asset (in whore or rn part) rs derecognised either when. the contractuar riohtsto receive cash frows from the asset naru eifi;;;,;;'th" Group has transferreJ itsrights to receive cash frows trom tne assel;;:ffi 
".r,i;"d an obrigation to pav thereceived cash ftows in fuil without mat"i"i o"[v tl"riii"j party under a ,pass 

throuoh,arrangement; and either (a) the Group n"i ir.,i''rt"""i'rrlostantiarty a, the risks a-ndrewards of the asset, or (bi ihe croup i"r;;iil,. t,r;.i"irlo no. ,"trined substantiarva, the risks and rewards 6r tn" 
".r&, orr ;;; ffif";i:J..on,ro, o.n" asset wherethe Group has transferred ,t. r,gr,t b,Lceir;;;';il;.;:", an asset and has neirhertransferred nor retained subsiantialy a[ the ;isk;' ;;j rewrrds of the asset nor

X;1,',i:[ff;J]Y:i"JJT irT:'-1i 
J,"=-i il'L""'iiisl'Jio *re extent or the Group;s

A financial tiabitity is d"r""o.qli:"g. yhen the obligation specified in the contract isdrscharged, canceiled o, .rolr-"g Wh:, ," ;;;i;;'ilanciat tiabitrty is reptaced bvanother from the same render on substantiary o,ti"i.n]'t"rr. or the terms of anoxisting liability are substantially ,ooiri"o, .ri]..''"#;"#;n" or modification is treatedas lhe derecognition of the 
"rg 

n"r ri*iriiy-r"iln" i""Jg;n,"n of a new riabrrrty The
SlXiJ;::: ^ 

the respective carryins amount" ,s recognlei,n the consotidated income
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Financial liabilities at amodised cost
These financial liabilities are subsequently measured at amortised cost using the ElR.
"Due to banks", "due to other financial institutions ("OFl")", "deposit from customers",
and "other liabilities" are classified as "financial liabilities at amortised cost".

2.7 Financialguarantees

ln the ordrnary course of business, the Group gives financial guarantees, consisting of
letters of credit, guarantees and acceptances. Financial guarantees are initially
recognised in the financial statements at fair value, being the premium received. The
premium received is amortised in the consolidated income statement in ,Commission

income' on a straight line basis over the life of the guarantee. The guarantee liability is
subsequently measured as a higherof the amount initially recognised less amortisation
or the value of any financial obligation that may arise as a result of financial guarantee.
Any increase in the liability relating to financial guarantees is recorded in the
consolidated income statement.

2.8 Fair value measurement

The Group measures its financial instruments at each financial position date. Fair value
is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair
value measurement is based on the presumption that the transaction to sell the asset
or transfer the liability takes place either.

. ln the principal market for the asset or liability, or
o In the absence of a principal market, in the most advantageous market for the

asset or liability

The principal or the most advantageous market must be accessible to by the Group.

The fair value of an asset or a liability is measured using the assumptions that market
participants wouid use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a non-financial asset takes rnto account a market
participant's ability to generate economic benefits by using the asset in its highest and
best use or by selling it to another market participant that would use the asset in its
highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and
for which sufficient data are available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value measurement as a whole.

. Level 1 - Quoted (unadjusted) market prices in active markets for identical
assets or liabilities

. Level 2 - Valuation techniques for which the lowest level input that is
significant to the fair value measurement is directly or indirectly observable

. Level 3 - Valuation techniques for which the lowest level input that is
significant to the fair value measurement is unobservable

Set out below is a comparison by class of the carrying amounts and fair values of
financral instruments carried in the consolidated financial statements as at 31
December 2016 and 31 December2015.
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Fair value
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2016 2015
!QD(000)   !QD(Oo6,

Financial assets
Cash and cash equivalents
Due from banks and other
financial institutions

Available-for-sale investment
securities

Loans and other receivables
Held{o-maturity financial
investments

Other assets

Financial liabitities
Deposits from customers
Due to banks and other
financial institutions

Other liabilities

541,8061853    795,650,150

276,377,930   230,750,758

5,864,988     7,026,253

195,066,079   261,797,030

IQD(00o)

541,806,853

276,377,930

5,864,988

195,0661079

IQD(000)

795,650,150

230,750,758

7,026,253

261,797,030

97,399,325 92,794,331 97,399,325 92,794,331
23,788.472 30,443,196 23,788.472 30,443.196
140,303.647 1,418,461,718  1 140,303.647  1 418,461,718

790,048,306    834,615,353 790,048,306    834,615,353

37,877,919 44,050,514 37,877,919 44,050.514
83,119,810 330,688,058 83,119.810 330.688,058
911,046,035  1 209,353,925 911,046.035 1,209,353925

Amortised cost
This is computed using the effective interest method ress any arowance forimpairment. The carcuration takes into account any premium ordiscount on acquisition
and includes transaction costs and fees that are an integrar part of the effective interest

Offsetting of fi nanc i al i nstru m ents
Financial assets and financiar riabirities are offset and the net amount reported in theconsolidatec staiement of financiar position, if there is a currenfly enfoiceabre regarright to offset and intends to settre on a net basis, to rearise the asset and setfle theliability simultaneously.

Assets pendrng sale
The Group occasionally acquires non-monetary assets in setflement of certain
financing receivabres and roans and advances. Sich assets are stated at the rower ofthe carrying value of the related financing receivables and loans and advances anJthe current fair value. Gains.or losses on disposal, and revaluation toss"s, arerecognised in the consolidated income statement.

2.9 lmpairment of financial assets
The Group assesses at each reporting date whether there is an objective evidencethat a specific financiar asset or a group of financiar assets are impiired. A financiar
asset or a group of financiar assets is deemed to be impaired, if and onry ii inere Iobjective evidence of impairment as a resurt of one or more events that has occurred
after the initial recognition of the asset and that ross event (or events) nas an ,mpaci
on the estimated future cash flows of the financial asset or group of iinancial assets
that can,be reliabry estimated. objective evidence that a specific financiar asset or agroup of financial assets crassified as roans and other receivabres are impaired
rncludes whether any payment of principar or interest is overdue by more rhan 90 dat;
or there are any known difficurties in the cash frows incruding the- susta inabirity of ihe
counterpafiy's business pran, credit rating downgrades, breaih of originar terms of thecontract, its abirity to improve performance once a financiar diffidurty nas aiisen,
deterioratton in the value of collateral etc.
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The impairment loss f。

「 financial assets
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Equipment
Motor vehicles
Furnilure and office equipment
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Amortisation is carcurated using the straight-rine method to write down the cost ofintangible assets over their estimated usefir economic rives as roflows:
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Usefullfe

Years
15

15

5

Long-term rent of Nidal building
Long-term rent of Tikreet building
Accounting system

Gains or losses arisrng from derecognition of an intangibre asset are measured as thedifference between the net disposai proceeds and th-e carrying amount of the assetand are recognised in the consolidated income statement when the asset isderecognised. A previousry recognised imparrment ross is reversed onry if there hasbeen a change in the assumptions used to determine the asset,s recoverable amountsince the last impairment loss was recognised.

2.14 Projects in-progress

Projecls in.progress comprise costs incurred on incomprete projects, which incrudecost of land, design cost, construction, direct wages and'portion ot tne inoir""t 
"oiG.After compretion, aI projects' costs are capitariied and iransferred to property anJequipment.

The.carrying varues of projects in progress are reviewed for impairment when eventsor changes in circumstances indicate that the carrying varue may not be recoverabre.lf any such indrcation exists and where the carryini varues exceed the estimatedrecoverable amount, the projects are written down io Iheir recoverable amount.

2.'15 End of service indemnity

Provision is made for amounts payabre to emproyees under the rraqi Labour Law. Thisliability, ,vhich is unfunded, represents, the amount p"y"bru to 
"rtr, "rpr"v"" ,, "result of termination on the reporting date. This basis ls considered to be i reliableapproximation of the presenl varue 

. 
of the finar obrigation. The Group *iri ,t"rtcalcurating a provision for end of services to emproyeesi, and wiI be ,".oia"J arrirg

the year 2017.

2.16 Revenuerecognition

lnterest and similar income and expense
lnterest income and expense are recognised in the consoridated income statement forall financiar instruments measured at amortised cost, interest bearing assets crassrfiedas avairabre-for-sare and financiar instruments designated at fair varue tnrougn prolitor loss using effective interest rate method. The efflctive interest rate is the rate thatexactly discounts estimated future cash flows through the expected rife of the financiarmstrument or, a shorter period, when appropriate,-to inl net carrying amount of thefinancial asset or financiar riabirity. when carcurating tne enuctire interest rate, afl feesand points paid or received between parties to thicontract, transaction costs and allother premiums or discounts are considered, but not futuie credit losses.
once a financiar instrument rs impaired, interest is thereafter recognised using the rateof interest used to discount the future cash frows ror-the purpos" of measuring theimpairment loss. when the Group enters irto an interest ,,i" r*rp to change interesllrom lixed to froating (or vice versa) the amount of inteiest income or expense isadJusted by the net interest on the effective portion of the swap.
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A',fees paid or recieved are treated as an integrar part of the effectrve interest rate offinanciar instruments and are recogni."o orer. in"iitires, except when the underrvinqrisk is sotd to a third party, at wnicn'time ir-isle;;il; immediatety. J

Commission income
Commission earned for the provision of services over a period of time are accrued overthat period. These fee incrude crediire-r;i;H;;;;ther management fees. Loancommitment fee and orioinating fee that ,r" 

"n 
r"t"!r} part of the effective interest

fi :"."#l,i:H:: j:i3:l""', j',* il; ;# il i ;' ilxl ! "i'' "o,tr, " 
. n, Ji,,,, !ii,"

Dividend income
Dividend income is recognised when the right to receive payment is estabrished.2.17 Dividends on ordinary shares
Drvidends on ordinary shares are recognised as a riabirrty and deducted from equitvwhen they are approved by the Bank's "sh"i"n"ro"r""i"i"rim 

drvidends are deducteifrom equity when they are dectared "";;;;;;l;;;, at tne ai"cre,on of the Bank.
Dividends for the year thatare approved after the reporting date are disclosed as anevent after lhe reporting date.

2.18 Foreign currency translation
(a) Functional and presentation currency
rtems incruded rn the consoridated financiar statements are measured using thecurrency of the primary economic environment in which the entity 

"O"r"r"r"Cin"functionar currency'). The consoridated financiar statements are presented in rQD,which is the Group,s functional currency.
(b) Transactions and balances
Foreign currency transactions are transrated into the functionar currency using theexchange rates prevairing at the dates of the transactions or varuation where itemsare re-measured

Foreign exchange gains and losses. resulting from the setrement of such transactionsand from the transration at vear-end excharige i"tes ir-i.onutary assets and riabiritiesdenominated in foreign currencies ,r" ,E.otnir-J in tne consorioated income
ijll"]|lj:.F"r"isn exchans^e_ sains and b;;;: ;p;;renred in rhe consotidatedrncome slatement within ,other 

income,.

2.19 lncome tax
The tax expense for the oeaod comprises current tax. Tax is recognized in theconsotidated income statement, except to th";;;ii;;ili rerates to items recognrsedin other comprehensive income or-drrectrv i"" 

"qr,t,,"'rn 
rhrs case the tax is arsorecognised in other comprehensive income or Oirei y,rn equity, respectively.

The current income tax charge is carcurated on the basis of the tax raws enacted orsubstantivery enacted at the consoridat"o .iri"r"ntl]li"nancrar position date in rraqand rn accordance with tAS r Z [Aanagemenfp"ri"i"ri,V 
"*luates positions taken in

ft;",.':in['X,j,'ffi:I"",.:y:t""."i,. *-niri";;;:;,'":,, resuration is subject to
expected to be paid ," ,n" rrijllntJlffiJn"* appropriate on tlie basis 

"t 
,^i"r^i.

lncome tax payable on taxable profit (current tax,) ts recognised as an expense in the
iilT,ftH:",1r':;"?:?:':: arise in accordance with the iscar resurations or rraq, ,n
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Deferred tax is provided using the riabirity method on temporary differences betweenthe tax bases of assets and riabirities and their carrying amounts for financiar ,."portingpurposes at the reporting date.

Deferred tax assets are recognised for aI deductibre temporary differences, the carryforward of unused tax credits and any unused tax rosses. Dlferred tax assets arlrecognised to the extent that it is.probabre that taxabre profit witt re avaii;;;;;;;t
which the deductibre temporary drfferences, and the carrf forward of unused tax creditsand unused tax rosses can be utirised, except when the deferred tax asset i"r"ii"j i,the deductibre temporary difference arises irom the initiat recognrtion ot 

"n 
a.rei oiliability in a transaction that is not a business combinaiion and, at the time of thetransaction, affects neither the accounling profit nor taxable profit or loss.

The carryrng amount of deferred tax assets is reviewed at each reporting date andreduced to the extent that it is no ronger probabre that sufficient tr*iur" pioiii *ili0"available to alow afl or part of the deferred tax asset to be utirrsed. uirr""ogniruJ
deferred tax assets are re-assessed at each reporting daie and are recogniseo"to irreextent.that it has become probabre that future taxabre-profits wi alow the-deferred taxasset to be recovered.

Deferred tax assets and deferred tax riabirities are offset if a regafly enforceabre righlexists to set off current tax assets against current income tax riabirities and the deferredtaxes relate to the same taxable entity and the same taxation authority.

2.20 Segmentinformation

A business is a group of assets and operations that joinfly engage in the rendering ofproducts or services and subject to risks and rewards tn"t oinui trom tnose or oilreibusiness segments.

A geographicar segment is associated with.providing products or services in a specificeconomic environment that is subject to risks and rewards that differ from tnir" o-tsegments operating in other economic environments.

2.21 Contingencies

contingent assets are not recognised in the consoridated financiar statements, but aredisclosed when an inflow of economjc benefit is probable.

2.22 Fiduciary assets

Assels and rerated deposits herd in.trust or in a fiduciary capacity are not treated asassets or riabirities of the Group and accordingry are nof incruded in tne consotiaateJstatement of financial position.

2.23 Significant accounting judgments, estimates and assumptions
The preparatron of the Group's consoridated financiar statements requiresmanagement to make judgements, estimates and assumptions that affect the ,."p,ort"Jamount of revenues, expenses, ass_ets and liabilities, and the 

"""orprnyingdisclosures, as we as the drscrosure of contingent riaoirities Uncertainty about theseassumptrons and estimates courd resurt in 3utcdmes that require a .rt""ir 
"a1r.ir"nito the carryrng amount of assets or liabjlities affected in fuiure perioOs.

The management's estrmates adopted in the preparation of the consoridated financiarslatements are reasonable and detailed as foilows.
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Judgments

ln the process of apprying the Group's accounting poricies, management has made the
following judgements, apart from those invorving estimations, which have the most
significant effect on the amounts recognised jn thL consolidated financial statements:
Classification of financial assets
on acquisition of financial assets, management decides whether it should be classified
as investments at fair value through profit or loss or investments available for sale or
loans and other receivables or held to maturity.

lmpairment of financral asseb available for sale
The Group treats available for sale equity investments as impaired when there has
been a significant or prolonged decline in the fair value below its cost or where other
objective evidence of impairment exists. The determination of what is ,,significant,, 

or
"prolonged" requires considerabre. judgement. rn making this judgement] the Group
evaluates, among other factors, historical share price movements and duration and
extent to which the fair value of an investment is less than its cost.

lncome taxes
The Group recognises liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due. where the final tax outcome of these matters is
different from the amounts that were initially recorded, such differences will impact the
current and deferred income tax assets and liabilities in the period in which such
determination is made.

Estimation uncertainty and assumptions

The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the n-ext financial
year are discussed below. The Group based its assumptions and estimates on
parameters available when the consolidated financial statements were prepared.
Existing circumstances and assumptions about future developments, howevei, may
change due to market changes or circumstances beyond the control of the droup
Such changes are reflected in the assumptions when they occur.

Fair values of assefs and liabitities including intangible assefs
considerable judgement by management is required in the estimation of the fair value
of the assets including intangible assets with finite useful life, liabilities and contingent
liabilities acquired.

lmpairment losses on /oans and other receivables
The Group reviews its loans and advances on a quarterly basis to assess whether a
provision for impairment should be recorded in the consoiidated income slatement. ln
particular, considerable judgement by management is required in the estimation of the
amount and timing of future cash flows when determining the level of provisions
required. such estimates are necessarily based on assumptions about several factors
involving varying degrees of judgment and uncertainty, and actual results may daffer
resulting in future changes to such provisions.
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Each business group has its own.unit which is responsibre for the contror of risks,including monitoring the actuar risk of exposure. 
"'giin.t 

authorised rimits and theassessment of risks of new products and structured trinsactions. rt i" tn" g"nk; pori;ythat this unit arso ensures th_e comprete capture of tnu-ri.x" rn its risk measurementand reporting systems. The Bank,s policy also requires tnat exceptions 
";;;;;;;on a dairy basis, where necessary, tothe Risk committee, and the ierevant a"tiol" ai"taken to address exceptions and any areas of weakneis.'

The B:nk's Treasury is responsibre for managing its assets and riabirities and theoverall financiar structure. I is arso primariry reipo'nsibre r".. ri," rr"Ji"g 
""i 

Iqriiiivrisks of the Bank.

The Bank's policy is that risk management processes throughout the Bank are auditedannualy by the rnternar Audit funation, which examines both the 
"a"q*"v "i in"procedures and the Bank's compriance with the procedures. rnternar Audit oia.rr.".the results of all assessments with 

^."n"guruni,- ,nd reports if ,lirai.g. ;rirecommendations to the Supervisory Board.

3.1.2 Risk mitigation and risk culture
As part of its overarr risk management, the Bank uses derivatrves and other instrumentsto manage exposures resulting from changes in interest rates, foreign ;r..;;"i;;,equity risks, credit risks, and exposures arising from forecast transactions.

3.1.3 Risk measurement and reporting system
The Bank's risks are measured using a merhod that refrects both the expected rosslikely to arise in normal circumstancei and unexpected losses, which are an estimateof the ultimate actuar loss based on statisticai ,oaet" 

- 
The moders make use ofprobabirities derived from historicar experience, adjusied to refrect th, e;o;;;i;environment. The Bank arso runs worst-case scenarios that wourd arise in the eventthat extreme events which are unlikely to occur Oo, in iaci occur.

Monitoring and controling risks is primariry performed based on rimits estabrished bythe Bank. These limits refrect the busineis' strategy anJ-market environment of theBank as weil as the lever of risk that the Bank iJ'wiiiing to accept, with additionaremphasis on serected industries. rn addition, the BankiI poricy is to measure andmonitor the overarr risk-bearing capacity in reration to the aggregate risk exposureacross all risk types and activities.

lnformation compiled from aI the businesses is examined and processed in order toanalyse, contror and identify risks on a timely basis. This information i. il";.i.;;;;exprained to the Board of Directors, tne hist committee, and the head of eachbusrness division The report incrudes 
"ggr"grtl "i;dit exposure, credit metricfor€casts, hotd timit exceptions, tiquidity rati6J rnO ,i.ipiofite .nrng". il;;;il;basrs, detailed reporting of industry, 

"r.ior".. ,nJ l"ogr;p-h,. n.r. trkes ptace. Seniormanagement assesses the appropriateness of th! alio*an"e for credit los"es on ,monthly basts. The Supervisory Board receives a comjrehensiv" ri.f. r"port-oni" ,quarter.which is designed to provide aI the necessary intormation to assess andconclude on the risks of the Bank

3.2 Credlt risk

crodir risk .s the risk that the Bank wi,. incur a ross because its customers orcountorparties fail to discharge.their contractual obligations. The Bank ,;;;;".;;contrors credrt risk by setting rimits on the amount lf ,.irt it r. *irring to ,.i"ptloirndivrduar counterparties and for geographicar and inor"i.y 
"on""ntrations, 

and bynronrtoring exposures in relation to such limits
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The Bank has established a credit quality review process to provide early identification
of possible changes in the creditworthiness of counterparties, including regular
collateral revisions. Counterparty limits are established by the use of a iedit risk
classification system, which assigns each counterparty a risk rating. Risk ratings are
subject to regular revision. The credit quality review process aims to allow the Bink to
assess the potential loss as a result of the risks to which it is exposed and take
corrective action.

3.2.1 lmpairment assessment

For accounting purposes, the Bank uses an incurred loss model for the recognition of
losses on impaired financial assets. This means that losses can only be reiognised
when objective evidence of a specific loss event has been observed.

3.2.2 Credit-related commitments risks

The Bank makes available to its customers guarantees that may require that the Bank
makes payments on their behalf and enters into commitments to extend credit lines to
secure their liquidity needs. Letters of credit and guarantees (including standby letters
of credit) commit the Bank to make payments on behalf of customers in the event of a
specific act, generally related to the import or export of goods. Such commitments
expose the Bank to similar risks to loans and are mitigated by the same control
processes and policies.

3.2.3 Credit risk exposure for each internal credit risk rating for corporate and
small business lending

The Bank manages the credit quality of financial assets using internal credit ratings. lt
is the Bank's policy to maintain accurate and consistent risk-ratings across the credit
portfolio. This facilitates focused management of the applicable risks and the
comparison of credit exposures across all lines of business, geographic regions and
products The rating system is supported by a variety of finaniial inalytics, iombined
with processed market information to provide the main inputs for the measurement of
counterparty risk. All internal risk ratings are tailored to the various categories and are
derived in accordance with the Bank's rating policy. The attributable risk ratings are
assessed and updated regularly.

3.2.4 Commitments and guarantees

To meet the financial needs of customers, the Bank enters into various irrevocable
commitments and contingent liabilities. Even though these obligations may not be
recognised on the statement of financial position, they do contain credit risk and are,
therefore, part of the overall risk of the Bank.

The table below shows the Bank's maximum credit risk exposure for commitments and
guarantees. The maximum exposure to credit risk relating to a financial guarantee is
the maximum amount the Bank could have to pay if the guarantee is calle-d upon. The
maximum exposure to credit risk relating to a loan commitment is the full amount of
the commitment
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2016 2015

Letters of guarantees

Letters of credit

IQD(000)     IQD(000)

79:384,649 142:428,990

86,957,757

229,386,747

14,221:201
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3.2.5 Credit quality by class of financial assetg

The table below shows the credit quality by class of asset for all financial assets exposed to credit risk, based on the Bank's internal credit rating
system- The amounts presented are gross of impairment allowances:

Neither past due nor impaired
Sub- Past due

Standard Standard but not lndividually
High grade      grade        grade      impalred      impaired       Total

2016          2016          2016         2016         2016          2016

IQD(000)    IQD(000)    IQD(000)   IQD(000)   IQD(000)    IQD(000)

Cash and cash equivalents 541,806,853
Due from banks and other
financial institutions 275,619,923 ‐       758,007
Ava‖ able―for―sale investrnent

securitles                                                                     8,732,607     (2,867,619)      5,864,988

Loans and other receivables         62,668,909      28:180,532     16,543,989   112,912,781    (25,240,132)    195,066,079
Held{o-maturity financial
investments

Other assets

-    26,221,446 -      97,399,325

3,902,750      6,939,619    41,261,046    (28,314:943) 23,788 472

951,273,564      32,0831282     50,463,061    162,906,434    (56,422,694)   1,140,303,647

-     541,806,853

-     276,377,930

71,177,879
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3.2.5 credit quality by class of financial assets (continued)

Neither past due norimpaired

Sub‐

Standard Standard
High grade        grade         g[ade

2015 2015 2015

Past due
but not

impaired

2015

lndividua‖ y

impaired

2015 2015

Cash and cash equivalents
Due from banks and other
financial institutions

Available-for-sale investment
securities

Loans and other receivables
Held-to-maturity financial
investments

Other assets

IQD(000)

795,650,150

230,090,546

150,499,700

65,541,835

IQD(000)    IQD(00o)   IQD(00o) IQD(000) IQD(000)

24,362,171

660,212

7,102,658

27,252,496

9,658,134

109,832,501

(2,631,881)

(30,000,000)

_(17,314,943)

“

9,946,82o

795,650,150

230,750,758

7,026,253

261,797,030

92,794,331

30,443,196

1:418,461,718

5,459,730 6,431,752 35,866,657

241 782,231 29,821,901 41,447:118 155,357:292
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3.2.6 tndustryanatysis

The follorMng table shoua the risk concentration by industry for the financial assets in the statement of financial position:
Financial
Services Government Retails C9rpOrates

2016

Services Total

Cash and cash equivalents
Due from banks and other
financial institutions

Available-for-sale investment
securities

Loans and other receivables
Held-to-marurity financial
investments

Other assets

2016

IQD(Ooo)

63,634,272

268,569,023

449,782

2016

1QD(Ooo)

478,172,581

7,808,907

2016 2016 2016

97,399,325

5,170,468 7:775,635 4,397,674

337,823,545 591:156,448 80,836,155

IQD(00o)   IQD(Ooo) IQD(Ooo)

-     5,415,206

76:438,481    118,627,598

2,460,834

_ 126,503,638

3,983,861

IQD(00o)

5411806,853

276,377,930

5,864,988

195,066,079

97,399:325

23,788,472

1,140,303,6473,983,861
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3.2.6 lndustry analysis (continued)

Financial
Services

2015 2015 2015

Government Retails Corporates

2015

2,705,892

139,321,934

Services Total

2015 2015

795,650,150

230,750,758

7,026,253

261,797,030

・92,794,331

5,306,306 30,443,196

5,306,306 1,418,461,718

Cash and cash equivalents
Due from banks and other
financial institutions

Available-for-sale investment
securities

Loans anJ other receivables
Held-to-maturity fi nancial
investments

Other assets

IQD(o00)

1011081,134

209:849,272

484,253

IQD(Ooo)

694,569,016

20,901,486

IQD(000)   IQD(000) IQD(000) IQD(000)

-     6,542,000

131,722,988   130,074,042

92,794,331

91233,518 9,318:196

320,648,177 817,583,029

3,879,284

135,6021272
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3.3 Liquidity risk and funding management
Liquidity risk is defined as the risk that the Bank will encounter difficulty in meeting
obligations associated with financial liabilities that are setfled by deliveiing casfr oranother financial asset. Liquidity risk arises because of the posiiuitity that the Bankmight be unable to meet its payment obligations when they fall oue as a result ofmismatches in the timing of the cash flows under both normal and stresscircumstances. Such scenarios could occur when funding needed for illiquid assetpositions is not available to the Bank_ on acceptable terms. To limit this risk,management has arranged for diversified funding sources in addition to its core deposit
base, and adopted a policy of managlng asselJ with liquidity in mind and monitoring
future cash flows and liquidity on a daily basis The Bank'has devetoped internalcontrolprocesses and contingency plans for managing liquidity risk. This incorfoiates anassessment of expected cash flows and the availability oi high grade collaieral which
could be used to secure additional funding if required.

Net liquid assets consist of cash, short-term bank deposits and liquid debt securities
available for immediate sale, less deposit for banks and other issued securities andborrowings due to mature within the next month.

The Bank stresses the importance of current accounts and savings accounts assources of funds to finance lending to customers. They are moniiored using theadvances to deposit ratio, which compares loans and ,dr"na", to customers as apercentage of core customer current and savings accounts, together with term funding
with a temaining term to maturity in excess of one year. Loans to customers that arepart of reverse repurchase arrangements, and where the Bank receives securitieswhich are deemed to be liquid, are excluded from the advances to deposits ratio.

3'3'1 Analysis of financial assets and tiabilities by remaining contractuatmaturities

The table below summarlses the maturity profile of the undiscounted cash flows of theBank's financial assets and liabilities as at 31 December.

Repayments which are subject to notice are treated as if notice were to be givenimmediately. However, the Bank expects that many customers will not request
repayment on the earliest date it could be required to pay and the table does not reflectthe expected cash flows indicated by its deposit retention history.
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3.3.1 Contractual maturities of undiscounted cash flows of financia! assets and liabilities (continued)

l to 5

years       Over 5 years

IQD(000)    IQD(000)    IQD(000)    IQD(000)    IQD(000)    IQD(000)

On demand
Less than 3

months
3 to 12

monthsAs at 31 December 2016

Financial assets

Cash and cash equivalents
Due from banks and other financial
institutions

Available-for-sale investment securities

Loans and other receivables

Held{o-maturity financial investments

Other assets

Financial liabilities

Deposits from customers
Due to banks and other financial
institutions

Other liabilities

lncome tax provision

541,806,853

68,127,930

5,864,988

-    208,250,000

82,839,826     39,640,827

23,555]972232,500

62,668:823

97,399,325

Total

-     541,806,853

-     276:3771930

-       5,864,988

9,916,603     195,066,079

-      97:399:325

-      23,788,472

271,4461799 16010681148 91916:603 1,140:303,647615,799,771 83,072,326

43,103,856475,992,815

301354,928

63,491,792

270:896,968

7,522,991

19,628,018

54,667 790,048,306

37:877,919

83,119,810

6,556,377

917,602,412

6,5561377

569,839,535 43,103,856 304:604,354 54,667
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3.3.1 Contractual maturities of undiscounted cash flows of financial assets and liabilities (continued)

l to 5

years       Over 5 years

IQD(000)    IQD(000)    IQD(000)   IQD(000)   IQD(000)

On demand
Less than 3

months
3 to 12

monthsAs at 31 December 2015

Financial assets

Cash and cash equivalents
Due from banks and other financial
institutions

Available-for-sale i nvestment securities

Loans and other receivables

Held-to-maturity financial investments

Other assets

Financial liabilities

Deposits from customers
Due to banks and other financial
institutions

Other liabilities

lncome tax provision

795,650,150

82,334,997

7,026,253

30i410162132,575

171,2641563

65,714,657

-    148,415,761

171,231,988     34,330,792 50,586,264

92,794,331

5,647,986

丁otal

IQD(000)

795,650,150

230,750,758

7,026,253

261,797,030

92,794,331

30,443:196

1,418,461,718885,011 400 213,1571174 1431380,595 5,647,986

490,0131931

36,163,398

305,232,456

278,763,572

7,887,116

25,455,602

123,193 834,615,353

44,050,514

330,688,058

7,544,050 7,5441050

409,785 65,714,657 319,650,340       123,193 1,216,897,975
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3.3.l  Contractua!maturities of undiscOunted cash flows of financial assets and liab‖
ities(continued)

断
選掛 1描泄 鰭 競鰐 ‖維 職 鮒量 響l柵』TA鷺讐L椒常胤燎訛T熙‖認

IQD(909)

8,931,105

8,931 105

IQD(00o)

20,800,814

13,842,400

34,643,21≦

IQD(000)

38,427,516

378,801

38,806,317

lto 5
years

lQD(000)

11,225,214

_Ωver 5 years

lQD(000)

Total

IQD(000)

On demand
Less than 3

months
3 to 12

months

2016

Letters of guarantees

Letters of credit

Total commitments and guarantees

2015

Letters of guarantees

Letters of credit

Total commitments and guarantees

79,384,649

14,221,201

54,769,760

4,788,664

59,558,424

24,910,938

79,912,527

104,823,465

52,690,652

2,256,566

54,947,218

10,057,640

11:225,214 _   93,605,850

142,428,990

86,957,757

10,057,640 229,386,747
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3.4   Market risk

Market risk is the risk that the fair value or future cash f10ws Of financial instruments

菫l:「器;摘;選
e:l旱;糀よ晴膚a耀枇l∫鳳轟『精穂J需し」%ま:8

思:[1ぶ旱|:じ[∬精fよ陽腿T:語 :‖LI糧t誦:篇犠ょ鍛1店:』:1憮
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1竜∫l:『:iFi欄:棚昇1抵liF耀1柵:「lttξ需

L摺も:日11乳 ll:輌「駒礼遇L婚割彗
落鳳認::稲観鷲1踊ξ哩淵∬
ty of equity is based On the assumptiOn that

there are para‖ el shifts in the yield curve
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3.4.2 Currency risk
currency risk is the risk that the varue of a financiar instrument wi fluctuate due tochanges in foreign exchange rates. The Board has set iimits on positions by currency.ln accordance with the Bank,s policy, positions 

"r"-roniior"O 
on a daily basis andhedging strategies are used to ensure positions 

"ru 
."rt"in"o within estabrishedlimits.

The table berow indicates the currencies to which the Bank had significant exposureat the-end of the reported periods on its monetary 
"rrut. "no 

riabirities and its forecastcash flows The anarysis carcurates rhe effect oi 
" 
i"*-"orv possibre movemenl of

l!:^:rlr:f, rate against the traqi Dinar (a, otn", ,"nrll, being constant) on therncome statement. A negative amount in the tabre reitecti a potentiar net reduction inthe.rncome statement, whire a positive amount reftecis a net potentiar increase. Anequivalent decrease in each of the currencies retow against tne rraqi Dinar wourd haveresulted in an equivalent but opposite impact.

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

L

|

|_

Change in
currency
rate in %o Effect on Profit before tax

Currency

USD

EUR

2016 2015

IQD(00o)     !QD(Ooo)

4,191119o        9,516.281

141,899           76,732

3.5   Country risk

Country risk is the risk that an Occurrence v

諏漿尋岬欄鼈埋婚]l'Iぎ
events such as cOntested elections c

蝋:『譜洋。J獅
『
鳳tξttlCtts i:鵬

翼
dda山も釧
“
∝ЮgbnJ mrm吼

banking and currency crisis;and natural di

避 欄 辟

鷲 蝶 罰 蜆 曇 I董 轄 聯 騎

3.6   0perationa:and business risk

「om systems fa‖ ure,human errOr,fraud or
ate effectively,operational risks can cause

atory irnplications, Or lead tO flnancial 10ss

臨 鳥 辮 :r農:ど:亀ξ聯 湯 麟 器 報
rilttii朦 憔 、齢 静輔

nd assessment processes,such asthe use
ofinternal audit
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4 Maturity analysis of assets and liabilities
The table below shows an analysis of assets and liabilities analysed according to whenthey are expected to be recovered or settled. Trading assets and liabilities have beenclassified to mature and/or be repaid within 12 mionths, regardless of the actualcontractual maturities of the products. With regard to Loans and other receivables, theGroup uses the sametasis of expected repayment behaviour as used for estimatingthe Effective lnterest Rate (ElR) method. lssued debt reflect the contractual coupon
amortisations.
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As at 31 December 2016

Assets:

Cash and cash equivalents
Due from banks and other
financial institutions

Available-for-sale
investment securities

Loans and other receivables
Held{o-maturity fi nancial
investments

Property and equipment, net

Projects in-progress

lntangible assets, net

Other assets

Total assets

Liabilities:

Deposits from customers
Due to banks and other
financial institutions

lncome tax provision

Other liabilities

Total liabilities

Net

Total

!QD(000)    JttD(00o)    :QD(00o)

VVith:n12
months

After 1 2

months

541,806,853

276,377,930

5,864:988

195,066,079

97,399,325

31,818,240

18,782,039

19,520,191

541,806,853

276,377,930

5,864,988

195,066,079

97,399,325

31,818,240

18,782,039

9,520,191

23:788,472 23,788,472

1,042,904,322 157,519,795 JQ.崚 4.■■7

790,048,306 790,048,306

37,877,919

6,556,377

37,8771919

6,556,377

83,119,810 83:1191810

917,602,412

125,301,910

917,602,412

157,519,795 282,821,705

｝

［
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4 Maturity anarysis of assets and riabirities (continued)

Tota!

J

―
l

]

]

]

]

]

1

]

]

]

]

]

]

]
“

|

」

」

|

Within 1 2
As at 31 December 2015      months

After 1 2

months

Assets:

Cash and cash equivalents
Due from banks and other
financial institutions

Available-for-sale
investment securities

Loans and other receivables
Held{o-maturity financial
investments

Property and equipment, net

Projects in-progress

lntangible assets, net

Other assets

Total assets

Liabilities:

Deposits from customers
Due to banks and other
financial institutions

lncome tax provision

Other liabilities

Total liabilities

Net

:QD(000) :QD{Ooo)

795,650,150

230,750,758

7,026,253

261,797,030

92,794,331

32,583:935

18,255,188

9,741,752

:QD(00o)

795,650,150

230,750,758

7,026,253

261,797,030

92,794,331

32:583,935

18,255,188

9,741:752

30,443,196 30,443,196

一
,7,38「 J,375,206 1,479,042,593

834,615:353 834:615,353

44,050,514

7,544,050

44,050,514

7,544,050

330,688,058 330,688,058

1,216,897,975

108,769,412

1,216,397,975

_堅 75,206 262,144,618

5 Cash and cash equivatents

Cash on hand

Cash at central bank of lraq:

Current account

Statutory reserye

Clearing room

IQD(00o)

63,634,272

IQD(000)

101,081,134

2016 2015

347:642,660

109,617,823

572,718,506

121,280,510

20,912,098 570,000

541,806,853 795,650,150

〕

二

107



6 Due from banks and other financiat institutions

Deposits with foreign banks *

Current accounts with foreign banks
Current accounts with Governmental banks
Current accounts with national banks

IQD(ooo) IQD(Ooo)

2016 2015

215,390,ooo

52,421,017

7,808,907

758,006

276,377,930 230,750,758

2016 2015

155,555,761

53,633,299

20,9ol,486

__ 660,212

―
‐」

″―
‥Ｌ
　

Ｆ
Ｉ
し
　

一―

〕

一
―

一
　

一

7 Avai:able… for‐sale investrnent securities

|

|

|

]

1

―
l

―
l

]

」|

Financial assets available for sale
Provision for impairment of investment
securities

At 1 January

lmpairment of investment securities

IQD(Ooo)

2,631,881 448,025

183,856235,738

IQD(Ooo)

8,732,607

に,867,61o

IQD(Ooo)

9,658:134

P,631,881)

5,864,988 7,026,253

Fo‖ owing is the rnovement On the provisiOn forlmpairment Ofinvestment securities:

2016 2015

IQD(Ooo)

―

一　

１

一

「‐
‐
‐
〕　
　
‐‐
‐
‐
〕
　
　
‐，‐
‐
一108

2,867,619 2,631,881
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8 Loans and other receivables

Loans - corporates

Loans - retails

Overdraft - corporates

Overdraft - retails
Provision for impairment of loans and other
receivables

Letters of credit *

Letters of guarantee **

Other

At 1 January

Provision

Write - offs

:題!Ittti驚:誕よ罵l器旱:辮:::;]譜:」:棉断陽1:雪鴨‖認
atted闘釘SJ

}[:Fぢ譜:rlⅢ譜¶bぽ露1鳥襴

剛讐糖:L:ず
e moVement On he pro宙 sbn br impa計ment Of bans and aher

2016 2015

―ヽ
』

Ｉ
Ｌ

―
し

Ｉ
Ｌ

Ｌ

　
Ｌ

Ｌ

Ｌ

Ｌ

Ｌ

　
Ｌ

　
Ｌ

Ｌ

Ｌ

Ｌ

ＩＬ

IQD(Ooo)

82,393,878

64,748,021

13,408,185

2,018,333

P5,240,13a
137,328,285

38,175,083

17,060,587

2,502,124

195,06o,979_

2016

IQD(Ooo)

87,257,136

139,814,473

13,980,634

2,211,933

00,000,00の

213,264,176

43,741,794

2,097,712

2,693,348

261,797,030

2015
IQD(Ooo)

30,00o:ooo

l19,111

“

,878,97勁

IQD(Ooo)

16,089,182

13,910,818

The而 parme耐

「
。ujon br∝釧側面

il」躙:鼈卑魁蹴認|ぽ話:∬よ」1:specific provision requirements Of the CBI

receivables apprOxirnate thelr fair value as at 31 December 2016 and 2015

flil豊i:if‐s_需:嶋 IF誕認 iTTtt」緊:1駕]:'1:1:l:

December 2016

December 2015

Total

195,066,079

261,797,030

Neither past past due but not impellgq _duenor 9m
impaired days days > 360 days

_IQD(000) IQD(00o)_ IQD(Ooo) IQD(Ooo)_!QD(00o)
106,377,86

5 14,323,114 11,940,552 62,424,54g
200,901,04

6 5,150,916 14,027,922 41,g17,246

‖_

L

L
31

31
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2016 2015

一
Ｌ

　

Ｌ

一

Ｉ
Ｌ

Ｉ
Ｌ

9 Other assets

Cash stolen *

Provision for cash shortage

Accrued interest receivable

Advances to employees

Prepayments

Cash margin **

Accrued rent revenue

Other receivables ***

At 1 January
Provision for cash shortage

1 0 Held-to-maturity financial investments

Bonds with central bank of lraq

Bonds with central bank of Lebanon

rop (000)

33,485,412
(28,314,943)

5,170,469

2,955,758
3,983,860

2,024,884
1,645,366

232,500

rQp (000)

26,548,462
(17,314,943\

9,233,519

1,125,446
5,306,305
3,556,681
1,870,474

32,575

|

JI

JI

JI

9,318,196

23,788,472 30,443,196

* During the year 2015, an amount of IQD 32,340,950,000 has been stolen when the
Bank transferred the money to the Central Bank of lraq (CBl) - Erbil branch. The Group
decided to book a provision for cash shortage along three years starting from 2015
and during the year 2017 the whole amount will be fully booked. The Bank filed two
law suits, one against the manager of Erbil branch and other employees, and the
second one against the Central Bank of lraq (CBl) - Erbil branch. Another theft
amounting to IQD 1,144,461,720 happened during the year 2014 in Al-Senak branch,
and the Group filed a lawsuit against some of its employees. Those law suits are still

effective up to date of these financial statements. Cash at central bank and on hand

were reduced by the whole amount of two thefts, and a debit balance within other
assets have been created with an impairment plan.

** Within cash margin, a balance of IQD 678,880,046 represents legal fees paid for the
legal procedures adopted by the Group against defaulted customers.
*** Within other receivables, a balance of IQD 7 billion represents cheques bought from
a customer and withdrawn on the Agricultural bank which is bankrupt. The Group is on

the way to record a provision for impairment of this balance during next year.

Following is the movement on the provision for cash shortage:

2016 2015

rop (000) rQp (000)

7,775,635

17,314,943 1,144,461
16,170,48211,0001000

___ 28311p43_ 17,314,943

2016 2015

rop (000) rop (000) 
_

65,541,835

27,?52,496
92,794,331

71,177,879
26,221,446

Ｊ

∃

ゴ
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Ｊ
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11 Property and equipment

Cost:

At 1 January 20'16

Additions

Disposals

At 31 December 2016

Deoreciation.

At 1 January 2016
Depreciation charge for the
year

Disposals

At 31 December2016

Net book value.

At 31 December 2016

At 3'1 December 2015

Lands

iQD(00o)

12,219,979

12,219,979

Lands
acqulred as

a result Of

debts

!QD(000)

111562,521

11,562,521

Buildings

lQD(000)

9,759,603

9,7591603

Equipment

lQD(000)

1,201,785

11,900

(13,26o

l,200,420

Motor
vehicles

lQD(000)

945,934

945,934

Furniture

and Omce
equipment

lQD(000)

7,409:258

280,936

o6,57Q

71593〕 624

IQD(000)

43,099,080

292,836

(109,83動

43,282,081

丁otal

‐  (13,14o
2,489,143  1,113,302

“

2,1551   

“

5,30鋤

6,981,348  11,463,841

2,190,255

298,888

1,064,751

61,699

835,605

44,443

880,048

6,424,534

588,969

10,515,145

993,999

12,219,979 11,5621521 7]270,460

_  7,569:348_

87:118

137,03411,562,521

65,886 612,276 31,818,24Ω

l10,329 984,724_32,583,935

I  {   1
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12 Projects in-progress

At I January

Additions during the year

Net b00k valJei

At l January

Add面Ons

AmortizatiOn fOrthe year

14 Deposits from customers

Saving accounts

Current accounts _ Corporates
Current accounts - Retails
Total current accounts

Fixed deposits - Corporates
Fixed deposits - Retails
Totalfixed deposits

Cash margin for LCs
Cash margin for LGs

Temporary deposits

Others

IQD(ooo)     IQD(ooo)

18,255,188 17,864,746

2016

2016 2015

|

L

L

L

L

L

L

L

L

L

担

IL

IL

IL

IL

IL

―

〕

―

〕
526,851 390,442

_18,782,039
馴 枷u"s出

聖摯甲摯

~ギ

リl湾離:ユ瓶師:Lttrehondv…輌_Aj AF―^_;l1';::H::ii::[S,?,:i,T5t:l:*li"^:;;*,:l$:fi ; j"j:T,ll",#:lHffg;JILJ:
:お・
b eXpeaeJ訥誡鷹g侶1こ

'論
L昇品ζだ洋::1::日

eαs and updttng ns uげe・operty and equipment during

辮暑鷲鱒瀦1週
2015

IQD(ooo)

9,741:752

1,214:180

_(1,435,741)

_ IQD(Ooo)

2,490,654

8,660,309

(1,409,211)

9,520,191 9,741,752

2016

IQD(ooo)

287,916:094

287,940,307

堕 :909,056

443,849,363

tQD (000)

309,929,747

273,144,714

177,538,123

450,692,937

2015

10,408,227 14,082,451

181695,087 27,736,883

29,1031314
コ ,334

18,152,029

14:430,529

419,915

28ュ望 2_

12,449,968

16,021,660

426,945

280,962

||
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15 Due to banks and other financial institutions

Ｉ
Ｌ

Ｉ
Ｌ

―

し

Ｉ
Ｌ

L
44,050,514
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2016 2015

Current accounts - overseas *

Fixed deposits due to foreign banks
Current accounts due to foreign banks

Balance at 1 January
lncome tax expense
lncome tax paid

Balance at 31 December

f 7 Other tiabitities

Accrued interests:
Overdraft
Debt notes
Deposits
Saving

Total accrued interests

Amounts reserved by official authorities .
Cash margin
Accrued expenses
Accounts payables
Other

1,465,429

59,387,439

17,444,075

3:225,358

1,191,o58

406,451

IQD(Ooo)

30,3541287

7:522:991

041

IQD(00o)

36,119,949

718871116

43,449

]7,877,919

^?:*?^I"_J:1^2913;_B^"lI^ol, 
Bashdad rransferred an amount of US $ 25 mi,ion
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`^`^_^_`_``:____ ,    .consolidated statement of financial position

16 lncome tax provision

lncome tax provision had been calculated in accordance with the income tax law oflraq. Movement on the income tax provision is as follows:

2016 2015
IQD(Ooo)

7:544,050

6,556:377

『
1544,05助

6,556,377

IQD(Ooo)

5,066,342

7,544,050

6,066,34動

____7,544,050
The Group Obtained tax clearance frOrn the tax authOrity fOr the year ended 31

鷺 :‖l翼 鳳 印 l冨ll羊:Ъ£胃品 ‖:tll換 留
he mcomeねxび 2嘔 h
ncome tax Of 2014.

2016 2015
IQD(Ooo) IQD(Ooo)
1,141,699

215,91o

76,074

_ 31,746

1,134,104

261,415

95,776

_  32,924

1,524,219

302,957,608

19,928,061

5,19o,230

958,820

_ 129,120
83,119,810 330,688,058
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* During January 2015, Central Bank of lraq requested from Bank of Baghdad to reservean amount of IQD 243,570,169 thousand from the current account 6r z^i^relecom,because they did not pay the income tax due to the tax authority of lraq. when thecompany paid all its tax obligations, Central Bank of lrat agreed to lift the reference tothe seizure of the company's funds. As a result, the Bank oiBaghdad rneo tne bookingduring December 2016 and transferred the amount to tne company,s current account.

18 Capitat
The Group maintains. an actively managed capital base to cover risks inherent in thebusiness and is meeting the capital adequacy requirements determined by the centralBank of lraq (cBl)- The adequacy of tne Group';;.pii;i ;r monitored using the rutesand ratios established by the Basel committee'o,., grn[ng supervision.
The Group has complied in full with all its imposed capital requirements over thereported period.

Capital management
The primary objectives. of the Group's capital management policy are to ensure thatthe Group complies with imposed capitai requiremJnts and maintains strong creditratings and hearthy capitar ratios in order to'support it.;;r;;;;;H iolrrririr"shareholder value.

The Group manages its capital structure. and makes adjustments to it according tochanges in economic conditions and the risk characteristics of its activities. ln order tomaintain or adjust the capital structure, the Group may aJlust the amount of dividendpayment to shareholders, return capital to sharehotoeis oiissue capital ,".rriti"..
No changes have been made to the objectives, policies and processes from theprevious years. However, they are under constant review by the Board.
Group's capital consists of paid-in share capital, statutory reserve, investmentrevaluation reserve, other reserves and retajned 

""ining; 
that are measured at leD282,821,705 thousand as at 31 December 2016 (2015, rab 262,144,61atnousano).

19 lnterest income
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2016 2015

lnterest of loans - retails
lnterest of loans - corporates
lnterest of deposits with others
lnterest of LCs
lnterest of one night investment at CBI
lnterest of debit notes

20 lnterest expense

lnterest of saving accounts
lnterest of fixed deposits
lnterest of loan

29,583,523 33,456,549

rQD (000)

12,529,533
9,647,761

IQD (000)

16,998,508

9,042,992
6,059,499

615,071

734,341

4,711,443
3,168,214

527,346
226 6,237

2016 2015
IQD (000)

4,620,215
1,432,234

tQD (000)

5,1 98,1 58
2,605,369

26,663 45,550
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Commission income

Transfers commission
Real Time Gross Setflement (RTGS)
commission

I nter-branch commission

Letters of guarantee commission

Electronic Clearing Commission

ATM commission

Letters of credit commission

QiCard commission

Other commissions

Commission expense

Banking charges *

Foreign currency differences

lnterests of bonds

lnterests of treasury bills

14,835,219 14,551,602

IQD(00o)

6,861,401

1,765,481

11569,689

1,384,463

693,855

419,725

259,074

62,687

1,818,844

IQD(000)

5,311,360

2,130,594

1,711,627

1,742,157

563,963

451,713

725,033

168,911

1,746,244

2016 2015

L

L

L

L

L

L

L

L

L

L

L

L

L
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担

L

L

L

L

L

|

|

2016

_型QQ_1000L

2:509,451

2015

IQD(00o)

2,340,082

28,160

2,509,451  2,368,242
* The Central Bank of lraq (CBl) deducted commissions for transferring amounts to theBank's current accounts at the cBl's branches in Erbil and Basrah.

23 Net gain on foreign exchange currency
The Bank realised gains from selling USD currency to customers for the purpose ofissuing letters of credit. The Bank buys amounts in USD currency from the centralBank of lraq upon requests of its customers, ano keepi a difference rate between
9'4ng and selling prices as benefits. Totalgains in settin'jusD currency tocustomersforthe year ended 31 December 2016 is arJund tQD 35 olttion (201s rob zi.e bilion).

24 Financia! investments - held_to_maturity

2016 2015

IQD(00o)     IQD(Ooo)

1,010:573

901,682 3,704,569
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912,255 3,7041569



Staff expenses

Basic salaries

Allowances

lncome tax for employees

Social security

Bonuses

Overtime

Trainings

Supplies

Others

Other expenses

Consulting and researches

Penalties

Depreciation and amortisation

lnternet and SWIFT fees
Costs of opening new branches

Transportation of cash

Write-off of accrued interest income
Maintenance

Rent

Travels

ATM fees

Transportation - employees

Office supplies

lnsurance

Legalfees

Taxes and other fees
Oil and gas

Advertising and printing

Audit fees

Communications

Hospitality

Other expenses

lQD(000)

6,350,193

7,240,054

1,229,639

792,113

1,163,845

24,535

4,808

19:350

130_      16,833,686
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9,149

2015

IQD(00o)     IQD(000)

2016 2015

IQD(00o)

6,208,057

6,989,628

1,235,855

771,740

634,156

24,229

8,805

11660

15,874

2016

3,108,310

2,577,076

2,429:740

2,135,673

1,232,596

1,116,370

1,084,844

965,595

939,361

585,640

424,504

394,514

367,276

336,483

328,652

319,825

255,321

156:579

148,612

138,343

70,744

1,260,187

3,057,770

2,774,137

1,361,468

1,775,682

1,388,218

601,064

970,073

916,186

712,314

308,826

524,461

342,392

551,807

225,483

25,025

347,007

122:032

162,137

1711005

105:808

|

コ

1

]

]

]

]

」

」

」

」

二|

|

709:362 __」堕堕,翌曼

116

19,825,420 19,004,905



27 Segment information
The Group has determined its financial po_sition and its financial performance, distributed to three geographic areas in lftrq, in addition to itsbranch located in Beirut and its subsidiary Baghdad company tor btock eictrange Ltd. (B.c.s.E) which is tocated in Baghdad. The table belowshows in details the Group,s operating segments:

Northern
lraq regiOn

lQD(000)

9,827,244

1,727,923

8,965,274

(1,602,458)

(1,466,343)

(11:000,000)

6,451,640

Midd!e
region

lQD(000}

10,083,845

9,077,775

27,988,336

(11,221,841)

(16,084,543)

Southern
iraq reg:2,

1,039,166

1,214,265

800,950

(1,422,937)

(1,534,735)

Beirut
branch

B.C.S.E.

Ltd.

31 December 2016

Net interest income

Net Commission income

Other operating income

Staff expenses

Other operating expenses
Provision for impairment of
loans and other receivables

Provision for cash shortage

Net profit before income tax

Segmental assets

Segmental liabilities

Tota!

IQD(00o)    IQD(000)    IQD(000)

76,363,155 964,994,217

87,136,191 667,694,035

19,843,572 96,709

119,544,231

119,606,147

596,619 (187,13o

38,615,987

42,798,148

906.527

367,891

21538,253

305,805

20,933

(1,5441650)

(723,722)

15,903

14,395

(82,244)

(16,077)

(1191111)

23,504,411

12,325,768

37,789,888

(15,874,130)

(19,825,420)

(119,111)

(11,000,000)

26,801,406

1,200,424,117

917,602,412
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Segment information (continued)

31 December 2015

Net interest income

Net Commission income

Other operating income

Staff expenses

Other operating expenses
Provision for impairment of
loans and other receivables

Provision for cash shortage

Net profit before income tax

Segmentalassets

Segmental liabitities

Northern
iraq reg:On

:QD(00o)

10,173,485

2,661,210

4,938,010

(1,942,095)

(1,440,373)

(865)

(16,170,482)

(1,781,1lo

124,515,512_

121,665,880

M:ddle region

ll,489,099

8,000,795

341618,834

(11,616,225)

(14,836,127)

(13,909,194)

Southern
iraq regbn

_lQD(00o)

1,221,586

1,169:980

2,551,242

(1,712,392)

(11726.575)

(758)

lQD(00o)

2,358,798

351,375

13,510

(1,475,667)

(960,325)

lQD(00o)

25,607,470

12,183,360

42,121,596

(16,833,686)

(19,004,905)

(13,910,817)

(16,170,482)

___ 13,992,516

Beirut
branch

BoC.S.E.

Ltd. 丁otal

_lQD(000)

364,502

(87,307)

(41,505)

13,747,182

1,210,546,297

947,134,591

1,503,083 287,691 235,690

99,063,898 44,o37,168

48,753,996

379,720

95,12r

1,479,042,593

1,216,897,97599,247,779
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Comparative figures

Certain comparative figures have been reclassified to adhere with the consolidated
financial statements presentation adopted in the current year.

Concentration of risk in geographic area

The Group is carrying out all of its activities in lraq and Lebanon. The political and
economical destabilization in the area increases the risk of carrying out business and
may adversely affect the Group's performance.
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