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 Notes  2020  2019 

   IQD (000)  IQD (000) 
      
Interest income 17  14,589,962  17,056,851 

Interest expense 18  (233,166)  (330,925) 

Net interest income   
14,356,796  16,725,926 

   
   

Net fees and commissions  19  1,406,240  1,162,065 

Net gains from foreign exchange 20  40,885,934  339,911 

Gain from sale of financial assets at amortized cost   -  1,050,732 

Other operating income 21  619,106  268,324 

Total operating income   
 57,268,076  19,546,958 

 
  

   

Employees’ expenses 22  (3,910,169)  (3,625,579) 

Depreciation of property, equipment and right of use assets 8 
 

(708,365)  (559,220) 

Other operating expenses 23  (12,227,017)  (8,343,128) 

Total operating expenses   
(16,845,551)  (12,527,927) 

      

Operating profit before allowance for expected credit losses    40,422,525  7,019,031 

      

Net allowance for expected credit losses   (56,100)  (464,705) 

Profit before income tax   
40,366,425  6,554,326 

      

Income tax expense 12  (4,909,872)  - 

Net profit for the year   
35,456,553  6,554,326 

   
   

   
IQD/Fils  IQD/Fils 

Basic and diluted earnings per share  13  
0/142  0/026 
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   2020  2019 

   IQD (000)  IQD (000) 
      

Net profit for the year   
35,456,553  6,554,326 

Items that will not be reclassified subsequently to consolidated 

statement of income 

 
 

   

Change in fair value of financial assets at fair value through 

other comprehensive income (note 6) 
  

65,950  (22,795) 

Other comprehensive income for the year    
65,950  (22,795) 

Total comprehensive income for the year   
35,522,503  6,531,531 
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Paid  

capital  

Statutory  
reserve  

Other  
reserves  

Fair value  
reserve  

Retained earnings 

*  Total 

2020  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000) 
             
At 1 January 2020  250,000,000  15,689,715  149,163  81,348  6,311,900  272,232,126 

Total comprehensive income  -  -  -  65,950  35,456,553  35,522,503 

Transfer to reserves  -  3,545,558  -  -  (3,545,558)  - 

Derecognition of financial assets at FVOCI  -  -  -  68,810  (68,810)  - 

Balance at 31 December 2020  250,000,000  19,235,273  149,163  216,108  38,154,085  307,754,629 

             

2019 

 Paid 

Capital  

Statutory 
Reserve  

Other 
reserves  

Fair value 
Reserve  Retained earnings  Total 

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

At 1 January 2019  250,000,000  15,035,389  149,163  104,143  18,669,551  283,958,246 

Transition adjustment on adoption of IFRS 16  
-  -  -  -  (7,651)  (7,651) 

Restated balance at 1 January 2019  250,000,000  15,035,389  149,163  104,143  18,661,900  283,950,595 

Total comprehensive income  -  -  -  (22,795)  6,554,326  6,531,531 

Transfer to reserves  -  654,326  -  -  (654,326)  - 

Dividends (note 16)  -  -  -  -  (18,250,000)  (18,250,000) 

Balance at 31 December 2019  250,000,000  15,689,715  149,163  81,348  6,311,900  272,232,126 

             

* Retained earnings include an amount of IQD 39,567,077 thousand which represents gain as a result of changing the exchange rate of USD from 1,190 IQD/USD to 1,460 IQD/USD. The 

distribution of this amount is subject to the approval of Central Bank of Iraq. 
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 Note  2020  2019 

   IQD (000)  IQD (000) 

OPERATING ACTIVITIES      

Profit before income tax   40,366,425  6,554,326 

Adjustments for:      

Depreciation of property, equipment and right of use assets   708,365  559,220 

Net allowance for expected credit losses   56,100  464,705 

Gain from foreign exchange    (39,827,911)  (571,896) 

Gain from sale of property   (444,204)  - 

Gain from sale of financial assets at amortized cost   -  (1,050,732) 

Cash flow from operating activities before changes  

in operating assets and liabilities 

  

858,775  5,955,623 
      

Changes in operating assets and liabilities:      

(Increase) Decrease in direct facilities, net   (6,062,168)  3,153 

(Increase) Decrease in other assets   224,742  45,964 

Increase in customers’ deposits   104,761,814  11,259,189 

Increase in other liabilities   1,292,472  4,620,049 

Increase in statutory reserve with CBI   (13,020,051)  (214,337) 

Decrease (Increase) in LGs margin reserve with CBI   626,704  (198,425) 

Net cash flows from operating activities before income tax   88,682,288  21,471,216 

Income tax paid    -  (814,021) 

Net cash flows from operating activities   88,682,288  20,657,195 

INVESTING ACTIVITIES      

Purchases of financial assets at amortized cost   -  (108,738,457) 

Maturity of financial assets at amortized cost   38,070,787  146,548,702 

Proceeds from sale of financial assets at amortized cost   -  41,467,694 

Purchase of property and equipment   (791,384)  (967,220) 

Proceeds from sale of property   465,718  - 

Net cash flows from investing activities   37,745,121  78,310,719 

FINANCING ACTIVITIES      

Dividends paid   (991,207)  (16,842,457) 

Lease paid during the year   (234,231)  (272,902) 

Net cash flows used in financing activities   (1,225,438)  (17,115,359) 

Net increase in cash and cash equivalents    125,201,971  81,852,555 

Effect of FX on cash and cash equivalents   27,190,689  210,569 

Cash and cash equivalents at beginning of the year 25  221,710,892  139,647,768 

Cash and cash equivalents at end of the year 25  374,103,552  221,710,892 
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1. CORPORATE INFORMATION 

 

Commercial Bank of Iraq (”the Bank”) is a private shareholding company offering retail and corporate banking 

services in Iraq. The Bank was incorporated on 11 February 1992 and conducts its operations through 10 

branches located in Baghdad, Basra and Najaf. The Bank’s registered office is at Al-Sadoon Street, Baghdad, 

Iraq. The Bank is a subsidiary of Ahli United Bank (Bahrain) (“the Parent”) which owns 75% of the Bank’s capital 

(2019: 75%). The consolidated financial statements of the Bank are consolidated with the parent’s consolidated 

financial statements. 

The Bank has 100% (2019: 100%) ownership interest in a subsidiary, Ahli United Brokerage and investment Co. 

(”the Subsidiary”), which has been registered in Iraq on 3 July 2008. The principal activity of the subsidiary is 

brokerage. The Bank and its subsidiary are collectively known as (“the Bank”). 

 

2. ACCOUNTING POLICIES 

2.1 BASIS OF PREPARATION 

 

The consolidated financial statements of the Bank have been prepared in accordance with International Financial 

Reporting Standards (IFRSs) as issued by the International Accounting Standards Board (IASB). 

 

The consolidated financial statements have been prepared on a historical cost basis, except for financial assets 

at fair value through other comprehensive income that have been measured at fair value at the date of the con-

solidated financial statements. The consolidated financial statements are presented in Iraqi Dinars (IQD), 

rounded to the nearest thousand Dinars except otherwise indicated. IQD is the functional currency of the Bank 

and its subsidiary.  

 

2.2 BASIS OF CONSOLIDATION 

 

The consolidated financial statements comprise the financial statements of the Bank as at 31 December 2020 

and its Subsidiary (Ahli United Brokerage and Investment Co.) over which the Bank has the power to govern the 

financial and operating policies of the Subsidiary so as to obtain benefits from its activities. All balances, trans-

actions, income, and expenses between the Bank and the Subsidiary are eliminated in full upon consolidation. 

The financial statements of the Bank’s subsidiary are prepared for the same reporting year as the Bank, using 

consistent accounting policies. The subsidiary paid-in capital is IQD 200,000 thousand (2019: IQD 200,000 

thousand) of which the Bank owns 100% as at 31 December 2020 (2019: 100%). 

The subsidiary’s main activity is investment brokerage. The Subsidiary is fully consolidated from the date of ac-

quisition, being the date on which the Bank obtained control, and continues to be consolidated until the date 

that such control ceases. 
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2. Accounting Policies (Continued) 

2.3     New standards and interpretations effective for the year  

 

The accounting policies adopted in the preparation of the consolidated financial statements are consistent with 

those followed in the preparation of the Bank’s reported annual consolidated financial statements for the year 

ended 31 December 2019, except for the adoption of new standards and amendments effective as of 1 January 

2020: 

 

Amendments to IFRS 3: Definition of a Business  

 

The IASB issued amendments to the definition of a business in IFRS 3 Business Combinations to help entities 

determine whether an acquired set of activities and assets is a business or not. They clarify the minimum require-

ments for a business, remove the assessment of whether market participants are capable of replacing any miss-

ing elements, add guidance to help entities assess whether an acquired process is substantive, narrow the defi-

nitions of a business and of outputs, and introduce an optional fair value concentration test.  

 

The amendments must be applied to transactions that are either business combinations or asset acquisitions for 

which the acquisition date is on or after the beginning of the first annual reporting period beginning on or after 1 

January 2020. Consequently, the Bank does not have to revisit such transactions that occurred in prior periods. 

Earlier application is permitted and must be disclosed. 

 

Since the amendments apply prospectively to transactions or other events that occur on or after the date of first 

application, the Bank will not be affected by these amendments on the date of transition. 

 
Interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7 

 
Interest Rate Benchmark Reform Amendments to IFRS 9 and IFRS 7 includes a number of reliefs, which apply to 

all hedging relationships that are directly affected by interest rate benchmark reform.  A hedging relationship is 

affected if the reform gives rise to uncertainties about the timing and or amount of benchmark-based cash flows 

of the hedged item or the hedging instrument. As a result of interest rate benchmark reform, there may be uncer-

tainties about the timing and or amount of benchmark-based cash flows of the hedged item or the hedging in-

strument during the period before the replacement of an existing interest rate benchmark with an alternative risk-

free interest rate (an RFR). This may lead to uncertainty whether a forecast transaction is highly probable and 

whether prospectively the hedging relationship is expected to be highly effective. 

 The amendments provide temporary reliefs which enable hedge accounting to continue during the period of un-

certainty before the replacement of an existing interest rate benchmark with an alternative risk-free interest rate 

(an “RFR”). The effective date of the amendments is for annual periods beginning on or after 1 January 2020, 

with early application permitted. The requirements must be applied retrospectively. However, any hedge relation-

ships that have previously been de-designated cannot be reinstated upon application, nor can any hedge rela-

tionships be designated with the benefit of hindsight. 

 

With phase one completed, the IASB is now shifting its focus to consider those issues that could affect financial 

reporting when an existing interest rate benchmark is replaced with an RFR. This is referred to as phase two of the 

IASB’s project. The Bank has not early adopted the amendments and has concluded that the uncertainty arising 

from IBOR reform is not affecting its hedge relationships to the extent that the hedge relationships need to be 

discontinued. 
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 2.    Accounting Policies (continued) 

2.3      New standards and interpretations effective for the year (continued) 

 
Amendments to IAS 1 and IAS 8: Definition of “Material” 
 

The IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, 

Changes in Accounting Estimates and Errors to align the definition of ‘material’ across the standards and to clarify 

certain aspects of the definition. The new definition states that, ’Information is material if omitting, misstating or 

obscuring it could reasonably be expected to influence decisions that the primary users of general-purpose fi-

nancial statements make on the basis of those financial statements, which provide financial information about 

a specific reporting entity. 

 

The amendments clarify that materiality will depend on the nature or magnitude of information, or both. An entity 

will need to assess whether the information, either individually or in combination with other information, is ma-

terial in the context of the financial statements. The amendments must be applied prospectively. Early application 

is permitted and must be disclosed. 

 

The amendments to the definition of material did not have a significant impact on the Bank’s consolidated finan-

cial statements. 

 

Amendments to IFRS 16 COVID-19 Related Rent Concessions 
 

On 28 May 2020, the IASB issued COVID-19-Related Rent Concessions - amendment to IFRS 16 Leases. The 

amendments provide relief to lessees from applying IFRS 16 guidance on lease modification accounting for rent 

concessions arising as a direct consequence of the COVID-19 pandemic. As a practical expedient, a lessee may 

elect not to assess whether a COVID-19 related rent concession from a lessor is a lease modification. A lessee 

that makes this election accounts for any change in lease payments resulting from the COVID-19 related rent 

concession the same way it would account for the change under IFRS 16, if the change were not a lease modifi-

cation. These amendments had no impact on the consolidated financial statements of, nor is there expected to 

be any future impact to the Bank. 

 

2.4 New standards and interpretations issued but not yet effective 
 

The standards and interpretations that are issued but not yet effective, up to the date of issuance of the Bank's 

consolidated financial statements are disclosed below: 

 

Interest Rate Benchmark Reform (Phase 2) 
 

On 27 August 2020, the IASB published ‘Interest Rate Benchmark Reform – Phase 2, Amendments to IFRS 9, 

IAS 39, IFRS 7, IFRS 4 and IFRS 16’ (IBOR reform Phase 2). IBOR reform Phase 2 provides temporary reliefs to 

address the accounting issues which arise upon the replacement of an Inter-Bank Offered Rate (an IBOR) with an 

alternative nearly risk-free rate (an RFR). The amendment is effective for annual reporting periods beginning on 

or after 1 January 2021 with earlier adoption permitted.  
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 2.    ACCOUNTING POLICIES (CONTINUED) 

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies adopted in the preparation of the consolidated financial statement are set out below. These 

policies have been consistently applied to all year presented.    
 

Foreign currency translation 

 

Transactions in foreign currencies are initially recorded in the functional currency rate of exchange ruling at the date 

of the transaction.  

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate 

of exchange ruling at the consolidated statement of financial position date. All differences are taken to ‘Net gains 

from foreign exchange’ in the consolidated statement of income. 

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the 

exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign 

currency are translated using the exchange rates at the date when the fair value was determined.  

 

Financial instruments  

 

The classification of financial instruments at initial recognition depends on the purpose for which the financial in-

struments were acquired and their characteristics. All financial instruments are initially recognised at the fair value 

plus, for an item not recorded at FVTPL, transaction costs that are directly attributable to its acquisition or issue. 

Premiums and discounts are amortised on a systematic basis to maturity using the effective interest rate method 

and taken to interest income or interest expense as appropriate. 

 

a) Date of recognition 

All “regular way” purchases and sales of financial assets are recognised on the settlement date, i.e. the date that 

the Bank receives or delivers the asset.  Regular way purchases or sales are purchases or sales of financial assets 

that require delivery of assets within the timeframe generally established by regulation or convention in the market 

place. 

 

b) Direct credit facilities 

Direct credit facilities are financial assets with fixed or determinable payments and fixed maturities that are not 

quoted in an active market. After initial recognition, these are subsequently measured at amortised cost using the 

effective interest rate method, less any amounts written off, allowance for expected credit losses and interest in 

suspense. The losses arising from impairment of these assets are recognised in the consolidated statement of in-

come in "allowance for expected credit losses" and in an allowance for expected credit losses account in the con-

solidated statement of financial position. Amortised cost is calculated by taking into account any discount or pre-

mium on acquisition and fees that are an integral part of the effective interest rate.  The amortisation is included in 

"interest income" in the consolidated statement of income. 

Interest and commission arising on non-performing facilities are suspended when loans become impaired accord-

ing to the Central Bank of Iraq regulations. 
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2. ACCOUNTING POLICIES (CONTINUED) 
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Financial instruments (Continued) 

 

c) Financial assets at fair value through other comprehensive income  

 

Financial assets at fair value through other comprehensive income consists equity investments that are not held for 

sale in the near future. 

These financial instruments are initially measured at their fair value plus transaction costs. Subsequently, they are 

measured at fair value. Gains or losses arising on subsequent measurement of these equity investments including 

the change in fair value arising from non-monetary assets in foreign currencies are recognized in other comprehen-

sive income in the consolidated statement of changes in equity. The gain or loss on disposal of the asset is reclas-

sified from fair value reserve to retained earnings. 

These financial assets are not subject to impairment testing. 

Dividend income is recognized in the consolidated statement of income when the Bank’s right to receive the pay-

ment is established. 

 

d) Financial assets at amortized cost  
 
Financial assets are measured at amortized cost only if these assets are held within a business model whose ob-

jective is to hold the asset to collect their contractual cash flows and that the contractual terms of the financial 

asset give rise, on specified dates, to cash flows constituting solely payment of principal and interest (SPPI) on the 

outstanding principal amount. 

Debt instruments meeting these criteria are initially measured at fair value plus transaction costs. Subsequently 

they are amortized using the effective interest rate method, less allowance for impairment. The losses arising from 

impairment are recognized in the consolidated statement of income.  

 

Impairment of financial assets 
 

The Bank’s allowances for expected credit loss calculations are outputs of models with a number of underlying 

assumptions regarding the choice of variable inputs and their interdependencies. The expected credit loss im-

pairment model reflects the present value of all cash shortfalls related to default events either (i) over the follow-

ing twelve months or (ii) over the expected life of a financial instrument depending on credit deterioration from 

date of initial recognition. The allowance for expected credit losses reflects an unbiased, probability-weighted 

outcome which considers multiple scenarios based on reasonable and supportable forecasts. Due to the recent 

development and the abnormal situation resulted from COVID-19, an additional downside scenario was used by 

the management for calculating the ECL for the year ended 31 December 2020. Accordingly, the Bank has up-

dated the macroeconomic factors used for calculating the ECL for the year ended 31 December 2020 in addition 

to changing the probability of weights assigned to the macroeconomic scenarios by giving higher weights to the 

downside scenarios. 

Expected credit losses are the product of the Probability of Default (PD), Exposure at Default (EAD), and Loss 

Given Default (LGD). The PD represents the likelihood of a borrower defaulting on its financial obligation, either 

over the next 12 months, or over the remaining lifetime of the obligation. The EAD is the expected amount of 

exposure at the point of  
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2. ACCOUNTING POLICIES (CONTINUED) 
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Impairment of financial assets (Continued) 
 

default which is mainly determined by the current exposure value for funded exposures. The EAD for unfunded ex-

posures including undrawn commitments are determined by historical behavioural analysis and regulatory Credit 

Conversion Factors (CCF). The LGD quantifies the potential loss from an exposure in the event of default. The key 

determinants of LGD are, among others, past recovery / loss data for each segment, external loss data, expected 

recovery period, discount rate, regulatory guidance etc. Management overlays may be applied to the model outputs 

if consistent with the objective of a significant increase in the credit risk. 

The impairment model measures allowances for credit loss using a three-stage approach based on the extent of 

credit deterioration since origination as described below:            

Stage 1 – Measures and recognizes allowance for expected credit loss equal to 12-month ECL for financial instru-

ments for which credit risk has not significantly increased since initial recognition. All investment grade assets are 

deemed to be Stage 1 as per Bank's policy under the low credit risk presumption except in cases where there are 

past dues in excess of 30 days (rebuttable) or 60 days (non-rebuttable).            

Stage 2 – If credit risk has increased significantly since initial recognition (whether assessed on an individual or 

collective basis), then measure and recognize allowance for expected credit loss at an amount equal to the lifetime 

ECL. The key drivers to consider an asset as Stage 2 as per Bank's policy are as follows:             

•  Movements in risk rating since origination where the rating movement has deteriorated by 50% or more, 'the 

amortized cost of financial asset is automatically migrated to Stage 2. 

•  Number of days past due (30 days - rebuttable) subject to approval of IFRS 9 Bank’s working committee (WC) 

decision; 60 days (non-rebuttable). 
•  Delays in credit reviews or resolving credit exceptions subject to WC decision. 

•  Sector or country specific weakness subject to WC decision. 

 
Any other specific indicators including forward looking information which are available without undue cost or effort 

with respect to the obligor or the exposure such as, but not limited to, arrears with other lenders, law suits filed 

against the obligor by other lenders / creditors, negative movements in market indicators of financial performance 

etc. and the WC determines that this represents a significant deterioration in credit quality, etc. 
 

Stage 3 – Financial instruments where there is objective evidence of impairment are considered to be in credit 

impaired are included in this stage. Similar to Stage 2, the allowance for expected credit losses captures the life-

time expected credit losses. 
 
Incorporation of forward-looking information 
 

The Bank incorporates forward-looking information into both its assessment of whether the credit risk of an instru-

ment has increased significantly since its initial recognition and its measurement of Point-in-Time PD (PiT PD). The 

Bank has performed historical analysis and identified the key economic variables impacting credit risk and ex-

pected credit losses. The forecast economic variables are applied to established regression relationships to deter-

mine PiT PD. Macro-economic factors taken into consideration include oil related variables, gross domestic prod-

uct, unemployment and real estate indices. The methodologies and assumptions including any forecasts of future 

economic conditions are reviewed regularly. 
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2. ACCOUNTING POLICIES (CONTINUED) 
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Definition of default 

 

Financial assets that are subject to ECL measurement are tested as to whether they are credit-impaired.  Objective 

evidence that a financial asset is credit-impaired may include a breach of contract, such as default or delinquency 

in interest or principal payments, indications that it is probable that the borrower will enter bankruptcy or other 

significant financial reorganisation, the disappearance of an active market, or other observable data relating to a 

Bank of assets such as adverse changes in the payment status of borrowers or issuers in the Bank,  or economic 

conditions that correlate with defaults in the Bank.  The Bank continues its policy of treating financial instruments 

as credit impaired under Stage 3 category when the repayment of the principal or interest is overdue for 90 days or 

more. 

 

Financial assets are written off after all restructuring and collection activities have taken place and there is no re-

alistic prospect of recovery. 

 

Derecognition of financial assets and financial liabilities 

 

A financial asset (or, where applicable a part of a financial asset or part of a Bank of similar financial assets) is 

derecognized where: 

► The rights to receive cash flows from the asset have expired; 

► The Bank has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay 

the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and 

► Either:  

(a) the Bank has transferred substantially all the risks and rewards of the asset, or                      

(b) the Bank has neither transferred nor retained substantially all the risks and rewards of the asset, but has 

transferred control of the asset. 

 

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expired. 

Where an existing financial liability is replaced by another from the same lender on substantially different terms, or 

the terms of an existing liability are substantially modified, such an exchange or modification is treated as a 

derecognition of the original liability and the recognition of a new liability, and the difference in the respective 

carrying amounts is recognized in profit or loss. 

 

Determination of fair value 

  

The fair value for financial instruments traded in active markets at the consolidated statement of financial position 

date is based on their quoted market price or dealer price quotations (bid price for long positions and offer price 

for short positions), without any deduction for transaction costs. 

 

Where the fair values of financial instruments recorded on the consolidated statement of financial position cannot 

be derived from active markets, they are determined using a variety of valuation techniques that include the use of 

mathematical models, the inputs to these models are derived from observable market data where possible, but 

where observable market data are not available, judgment is required to establish fair values. The judgments 

include considerations of liquidity and model input such as volatility for longer dated derivative and discount rates, 

prepayment rates and default rates for asset backed securities.  
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2. ACCOUNTING POLICIES (CONTINUED) 

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Offsetting financial instruments 

 

Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement of 

financial position if, and only if, there is a currently enforceable legal right to offset the recognized amounts and 

there is an intention to settle on a net basis, or to realize the asset and settle the liability simultaneously. This is not 

generally the case with master netting agreements; therefore, the related assets and liabilities are presented gross 

in statement of financial position. 

 

Financial guarantees 
 

In the ordinary course of business, the Bank gives financial guarantees, consisting of letters of credit, guarantees 

and acceptances. Financial guarantees are initially recognized in the consolidated financial statements at fair 

value, in ‘Other liabilities’, being the commissions received. Subsequent to initial recognition, the Bank’s liability 

under each guarantee is measured at the higher of the amortized premium and the best estimate of expenditure 

required to settle any financial obligation arising as a result of the guarantee. 

Any increase in the liability relating to financial guarantees is taken to the consolidated statement of income in ‘Net 

allowance for expected credit losses’. The premium received is recognized in the consolidated statement of income 

in ‘Net fees and commission income’ on a straight-line basis over the life of the guarantee. 

The expected loss allowance on financial guarantees is measured on the basis of expected payment to be made to 

the holder less any amounts that the Bank expects to recover 

 

Recognition of income and expenses  

 

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Bank and the 

revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is 

recognized: 

 

- Interest and similar income and expense 

For all financial instruments measured at amortized cost, interest income or expense is recorded using the effective 

interest method which is the rate that exactly discounts estimated future cash payments or receipts through the 

expected life of the financial instrument or a short period, where appropriate, to the net carrying amount of the 

financial assets or financial liability. Interest that is 90 days or more overdue is excluded from income interest on 

impaired direct credit facilities and other financial assets is not recognized in the consolidated statement of in-

come.  

 

- Fees and commissions income 

Credit origination fees are treated as an integral part of the effective interest rate of financial instruments and are 

recognised over their lives, except when the underlying risk is sold to a third party at which time it is recognised 

immediately. Fees or components of fees that are linked to certain performance obligations are recognised after 

fulfilling those obligations. Other fees and commission income are recognised when earned. 

 

- Dividend income 

Revenue is recognized when the Bank’s right to receive the payment is established.
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2. ACCOUNTING POLICIES (CONTINUED) 
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Cash and cash equivalents 
 

Cash and cash equivalents as referred to in the consolidated statement of cash flows comprise of cash on hand, 

current accounts with Central Bank and amounts Balances with banks on demand or with an original maturity of 

three months or less. 

 

Property and equipment 
 

Property and equipment is stated at historical cost less accumulated depreciation and accumulated impairment 

in value, if any. Changes in the expected useful life are accounted for by changing the depreciation period or 

method, as appropriate, and treated as changes in accounting estimates. 

Project in progress is stated at cost, net of accumulated impairment losses. 

 

Depreciation is calculated using the straight-line method to write down the cost of property and equipment to 

their residual values over their estimated useful lives. Land is not depreciated. The estimated useful lives are as 

follows: 

 

 Useful lives 

 )Years( 

Buildings 20 

Equipment and machinery 5 

Vehicles 5 

Furniture 5 

Computers / IT Software 5 

 

An item of property and equipment is derecognized upon disposal or when no future economic benefits are 

expected from its use or disposal. Any gain or loss arising on derecognition of the asset is recognized in ‘Other 

operating income’ or ‘Other operating expenses’ in the consolidated statement of income in the year the asset is 

derecognized.  

 

Provisions 

Provisions are recognized when the Bank has a present obligation (legal or constructive) as a result of a past 

event, and it is probable that an outflow of resources embodying economic benefits will be required to settle the 

obligation and a reliable estimate can be made of the amount of the obligation. 
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2. ACCOUNTING POLICIES (CONTINUED) 
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Leases 

 

a) Right of use assets 

The Bank recognizes right of use assets at the commencement date of the lease (i.e., the date the underlying asset 

is available for use). Right of use assets are measured at cost, less any accumulated depreciation and impairment 

losses, and adjusted for any re-measurement of lease liabilities. The cost of right of use assets includes the amount 

of lease liabilities recognized, initial direct costs incurred, and lease payments made at or before the commence-

ment date less any lease incentives received. Unless the Bank is reasonably certain to obtain ownership of the 

leased asset at the end of the lease term, the recognized right of use assets is depreciated on a straight-line basis 

over the shorter of its estimated useful life and the lease term. Right of use assets are subject to impairment. The 

carrying value of right-of-use assets are recognized under ‘Property, equipment and right of use assets, net’ in the 

consolidated statement of financial position. 

 

b) Lease liabilities 

At the commencement date of the lease, the Bank recognizes lease liabilities measured at the present value of 

lease payments to be made over the lease term. In calculating the present value of lease payments, the Bank uses 

the incremental borrowing rate at the lease commencement date if the interest rate implicit in the lease is not 

readily determinable. After the commencement date, the amount of lease liabilities is increased to reflect the ac-

cretion of interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is 

remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed lease payments 

or a change in the assessment to purchase the underlying asset and is recognized under other liabilities in the 

consolidated statement of financial position. 

 

Taxes 

Current income tax 
 

Current tax assets and liabilities for the current and prior years are measured at the amount expected to be recov-

ered from or paid to the tax authorities, and in accordance with IAS 12. 

 

The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted by the 

consolidated statement of financial position date. 

Deferred tax 
 
Deferred tax is provided on temporary differences at the consolidated statement of financial position date between 

the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 
 

Deferred tax liabilities are recognized for all taxable temporary differences except in respect of taxable temporary 

differences associated with investments in subsidiary, where the timing of the reversal of the temporary differences 

can be controlled and it is probable that the temporary differences will not reverse in the for seeable future. 

 

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused tax credits and 

unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible 

temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilized. 

 

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no 

longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be 

utilized. Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the extent 

that it has become probable that future taxable profit will allow the deferred tax asset to be recovered. 
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2. ACCOUNTING POLICIES (CONTINUED) 
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Segment reporting 

 

Segment business represents a group of assets and operations shared to produce products or risk attributable 

services different from which related to other segments. 

 

Geographic sector linked to present the products or the services in a specific economic environment attributable 

for risk and other income different from which related to other sectors work in other economic environment. 

 

Assets seized by the bank 

Assets seized by the Bank through calling upon collateral are shown in the consolidated statement of financial 

position under “Other assets” at the lower of their carrying value or fair value.  Assets are revalued at the consoli-

dated statement of financial position date on an individual basis and losses from impairment are transferred di-

rectly to the consolidated statement of income, while revaluation gains are not recognized as income. Reversal of 

previous impairment losses shall not result in a carrying value that exceeds the carrying amount that would have 

been determined had no impairment loss been recognized for the asset in prior years.
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2. ACCOUNTING POLICIES (CONTINUED) 

2.6 SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES 

 

The preparation of the consolidated financial statements in conformity with IFRS requires the use of certain signif-

icant accounting judgments, estimates, and assumptions that affect the reported amount of assets and liabilities, 

it requires management to exercise its judgment in the process of applying the Bank’s accounting policies. Such 

estimates, assumptions and judgments are continually evaluated and are based on historical experience and other 

factors, including obtaining professional advice and expectations of future events. 

 

The most significant uses of judgement and estimates are as follows: 

 

Business model 

        

In making an assessment of whether a business model’s objective is to hold assets in order to collect contractual 

cash flows, the Bank considers at which level of its business activities such assessment should be made. Generally, 

a business model is a matter of fact which can be evidenced by the way business is managed and the information 

provided to management.  

In determining whether its business model for managing financial assets is to hold assets in order to collect con-

tractual cash flows, the Bank considers:  

• Management’s stated policies and objectives for the portfolio and the operation of those policies in practice;  

• Management's evaluation of the performance of the portfolio; and 

• Management’s strategy in terms of earning contractual interest revenues or generating capital gains. 

         

 
Measurement of the Expected Credit Loss (ECL) allowance  
 

The measurement of the ECL for financial assets measured at amortized cost and debt instruments measured at 

FVTOCI is an area that requires the use of complex models and significant assumptions about future economic 

conditions, credit behavior (e.g. the likelihood of customers defaulting and the resulting losses), estimation of 

the amount and timing of the future cash flows and collateral values. These estimates are driven by a number of 

factors, changes in which can result in different levels of allowances. 

The Bank's ECL calculation are outputs of complex models with a number of underlying assumptions regarding 

the choice of variable inputs and their interdependencies. A number of significant judgements are also required 

in applying the accounting requirements for measuring ECL, such as: 

- Internal credit rating model, which assigns Probability of Defaults (PDs) to the individual ratings; 

- Determining criteria for significant increase in credit risk; 

- Choosing appropriate models and assumptions for the measurement of ECL; 

- Determination of associations between macroeconomic scenarios and, economic inputs, such as unem-

ployment levels and collateral values, and the effect on PDs, Exposure at Defaults (EADs) and Loss Given 

Defaults (LGDs); 

- Selection and relative weightings of forward-looking scenarios to derive the economic inputs into the ECL 

models; 

- Establishing Banks of similar financial assets for the purposes of measuring ECL; and 

- Determining relevant period of exposure with respect to the revolving facilities and facilities undergoing re-

structuring at the time of the reporting date. 
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2. ACCOUNTING POLICIES (CONTINUED) 

2.6 SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (CONTINUED) 
 

Provisions 

 

A provision is set for lawsuits raised against the Bank. This provision is based to an adequate legal study prepared 

by the Bank’s legal advisor. Moreover, the study highlights potential risks that the Bank may encounter in the future.  

 

Income Taxes 

 

The fiscal year is charged with its portion of income tax expenditures in accordance with the regulations, laws, and 

accounting standards. 

 

Useful life of property and equipment 

 

The Management periodically reassesses the economic useful life of property and equipments for the purpose of 

calculating annual depreciation and amortization based on the general condition of these property and equipments 

and assessing their expected useful life in the future. 

 

Going concern 

 

The management has made an assessment of its ability to continue as a going concern and is satisfied that it has 

the resources to continue in business for the foreseeable future. Furthermore, management is not aware of any 

material uncertainties that may cast significant doubt on the Bank’s ability to continue as a going concern. There-

fore, the consolidated financial statements continue to be prepared on a going concern basis. 

 

Fair value of financial instruments 

 

Estimates are also made in determining the fair values of financial assets that are not quoted in an active market. 

Such estimates are necessarily based on assumptions about several factors involving varying degrees of uncer-

tainty and actual results may differ resulting in future changes in such estimates. 

 

COVID-19 Impact 

 

COVID-19 pandemic has severely impacted various economies globally, causing disruption to business and 

economic activities and resulting in significant uncertainties in the operating environment. Global financial mar-

kets have also experienced enhanced levels of volatility. Government and central bank have responded with mon-

etary and fiscal interventions to stabilize economic conditions. 

 

Meanwhile, during the year, oil prices have witnessed unprecedented volatility and the overall decline in average 

oil prices is expected to have medium to long-term impact on economies. 

 

The level of estimation uncertainty has increased since Q1/2020 as a result of the economic disruption and 

consequential impact of the COVID-19 pandemic as explained in note 33.
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3.   CASH AND BALANCES WITH CENTRAL BANK 
 

 2020  2019 

  IQD (000)  IQD (000) 
    
Cash on hand* 13,452,428  8,753,805 

Balances with Central Bank of Iraq:    

Current accounts 306,492,243  170,587,374 

Time deposits -  7,000,000 

Statutory cash reserve **  26,308,971  15,381,708 

LGs margin reserve *** 619,254  1,245,958 

 333,420,468  194,215,040 

 346,872,896  202,968,845 

 
* Cash on hand includes foreign currency balances amounting to IQD 3,825,077 thousand as of 31 December 

2020 (2019: 3,605,438 IQD thousand). 
 
** These amounts represent statutory cash reserve held by Central Bank of Iraq (CBI) and are non-interest-bear-

ing and not available for use in the Bank’s day-to-day operations. 
 
*** According to CBI Instructions dated 2 May 2019, a reserve against letters of guarantee was established. These 

amounts are held at CBI to face any deficit in covering claims against unpaid letters of guarantee and are non-
interest-bearing and not available for use in Bank’s day-to-day operations. 

 
4.   BALANCES FROM BANKS  
 

 2020 

  Inside Iraq  Outside Iraq  Total 

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

Current accounts 96,112  3,465,603  3,561,715 

Time deposits -  50,612,882  50,612,882 

Less: Allowance for ECL * (2,830)  -  (2,830) 

 93,282  54,078,485  54,171,767 

 
 2019 

  Inside Iraq  Outside Iraq  Total 

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

Current accounts 96,566  554,925  651,491 

Time deposits -  34,719,913  34,719,913 

Less: Allowance for ECL * (2,410)  -  (2,410) 

 94,156  35,274,838  35,368,994 

 

Non-interest-bearing deposits amounted to IQD 3,561,715 thousand (2019: IQD 651,491 thousand). 

Interest bearing deposits amounted to IQD 50,612,882 thousand (2019: IQD 34,719,913 thousand).
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4.   BALANCES FROM BANKS  
 

Current and time deposits accounts with banks include foreign currency balances amounting to IQD 54,079,438 

thousand as of 31 December 2020 (2019: 35,275,641 IQD thousand). The above Balances with banks do not 

include any past due or impaired balances as 31 December 2020 and 2019.  

 

 

 

 

 31 December 2020 
IQD (000) 

 Stage 1  Stage 2  Stage 3  Total 

High standard grade  -  -  -  - 

Standard grade  54,174,597  -  -  54,174,597 

  54,174,597  -  -  54,174,597 

Less: allowance for ECL  (2,830)  -  -  (2,830) 

  54,171,767  -  -  54,171,767 

 

Balances with banks 

 31 December 2019 
IQD (000) 

 Stage 1  Stage 2  Stage 3  Total 

High standard grade  -  -  -  - 

Standard grade  35,371,404  -  -  35,371,404 

  35,371,404  -  -  35,371,404 

Less: allowance for ECL  (2,410)  -  -  (2,410) 

  35,368,994  -  -  35,368,994 

 

 

* The movement of the allowance for expected credit losses of Balances with banks is as follows: 

 

 31 December 2020 

IQD (000) 

Stage 1  Stage 2  Stage 3  Total 

At 1 January 2,410  -  -  2,410 

Transfer from stage 1 -  -  -  - 

Transfer from stage 2 -  -  -  - 

Transfer from stage 3 -  -  -  - 

Net remeasurement of ECL 420  -  -  420 

At Year end 2,830  -  -  2,830 
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4.   BALANCES WITH BANKS (CONTINUED) 
 

 31 December 2019 

IQD (000) 

Stage 1  Stage 2  Stage 3  Total 

At 1 January 16,262  -  -  16,262 

Transfer from stage 1 -  -  -  - 

Transfer from stage 2 -  -  -  - 

Transfer from stage 3 -  -  -  - 

Net remeasurement of ECL (13,852)  -  -  (13,852) 

At Year end 2,410  -  -  2,410 

 
 
5.   DIRECT CREDIT FACILITIES, NET 
 

 2020  2019 
 IQD (000)  IQD (000) 

    
Retail 13,165,717  10,949,528 

Corporate 30,220,993  21,200,882 

Gross direct credit facilities 43,386,710  32,150,410 

Less: suspended interest* (13,739,282)  (10,732,594) 

Less: allowance for ECL ** (10,806,777)  (9,971,176) 

 18,840,651  11,446,640 

 
 

  31 December 2020 
IQD (000) 

  Stage 1  Stage 2  Stage 3  Total 

High standard grade  -  -  -  - 

Standard grade  16,338,840  624,892  -  16,963,732 

Impaired (net of suspended interest)   -  -  12,683,696  12,683,696 

  16,338,840  624,892  12,683,696  29,647,428 

Less: allowance for ECL  (106,512)  (180,777)  (10,519,488)  (10,806,777) 

  16,232,328  444,115  2,164,208  18,840,651 
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5.   DIRECT CREDIT FACILITIES, NET (CONTINUED) 

 

  31 December 2019 
IQD (000) 

Direct credit facilities, net  Stage 1  Stage 2  Stage 3  Total 

High standard grade  -  -  -  - 

Standard grade  9,025,123  272,841  -  9,297,964 

Impaired (net of suspended inter-
est)  

 

-  -  12,119,852  12,119,852 

  9,025,123  272,841  12,119,852  21,417,816 

Less: allowance for ECL  (123,818)  (112,302)  (9,735,056)  (9,971,176) 

  8,901,305  160,539  2,384,796  11,446,640 

 
 
* The movement of the suspended interest is as follows: 
 

 
31 December 2020  31 December  

2019 
Suspended interest: IQD (000)  IQD (000) 
    

At 1 January  10,732,594  9,848,221 

Additions 1,728,398  981,912 

Recoveries (320,446)  (97,539) 

Written-off during the year (244,106)  - 

Exchange adjustments 1,842,842  - 

 13,739,282  10,732,594 

 

** The movement of the allowance for expected credit losses of direct credit facilities is as follows: 

 

 31 December 2020 
IQD (000) 

Stage 1  Stage 2  Stage 3  Total 

At 1 January: 123,818  112,302  9,735,056  9,971,176 

Transfer from stage 1 (15,890)  13,000  2,890  - 

Transfer from stage 2 40,505  (111,760)  71,255  - 

Transfer from stage 3 -  -  -  - 

Net remeasurement of ECL (41,921)  167,235  (101,218)  24,096 

Written-off during the year -  -  (201,912)  (201,912) 

Exchange adjustments -  -  1,013,417  1,013,417 

At Year end 106,512  180,777  10,519,488  10,806,777 
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5.   DIRECT CREDIT FACILITIES, NET (CONTINUED) 

 

 31 December 2019 
IQD (000) 

Stage 1  Stage 2  Stage 3  Total 

At 1 January: 264,885  97,994  9,098,386  9,461,265 

Transfer from stage 1 (56,098)  9,172  46,926   - 

Transfer from stage 2 -  (89,490)  89,490  - 

Transfer from stage 3 -  -  -  - 

Net remeasurement of ECL (84,969)  94,626  474,731  484,388 

Written-off during the year -  -  (6,001)  (6,001) 

Exchange adjustments -  -  31,524  31,524 

At Year end 123,818  112,302  9,735,056  9,971,176 

 

 
6. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME 
 

 2020  2019 

 IQD (000)  IQD (000) 
Quoted equities 592,553  493,126 

Unquoted equities 819,474  63,477 

 1,412,027  556,603 

 

The movements of financial assets at fair value through other comprehensive income: 

 
 2020  2019 

 
 IQD (000)  IQD (000) 

     
At 1 January   556,603  579,398 

Addition during the year  789,474  - 

Adjustments in fair value  65,950  (22,795) 

At year end  1,412,027  556,603 
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7. FINANCIAL ASSETS AT AMORTIZED COST 
 

 2020  2019 

 IQD (000)  IQD (000) 
    
Treasury bills -  29,596,932 

Government bonds* 186,189,692  160,205,023 

Allowance for ECL ** (255,874)  (222,458) 

 185,933,818  189,579,497 

 
 

Carrying amount of financial assets at amor-
tized cost 

 31 December 2020 
IQD (000) 

 Stage 1  Stage 
2 

 Stage 
3 

 Total 

High standard grade  186,189,692  -  -  186,189,692 

Standard grade  -  -  -  - 

  186,189,692  -  -  186,189,692 

Less: allowance for ECL  (255,874)  -  -  (255,874) 

  185,933,818  -  -  185,933,818 

 
 

 

 31 December 2019 
IQD (000) 

 Stage 1  Stage 2  Stage 3  Total 

High standard grade  189,801,955  -  -  189,801,955 

Standard grade  -  -  -  - 

  189,801,955  -  -  189,801,955 

Less: allowance for ECL  (222,458)  -  -  (222,458) 

  189,579,497  -  -  189,579,497 

 
* Government bonds are issued by Iraq government with an average yield of 7.06% (2019: 7.06%) maturing in 

2028. 
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7. FINANCIAL ASSETS AT AMORTIZED COST (CONTINUED) 
 
** The movement of the allowance for expected credit losses of financial asset at amortized cost is as follows: 
 

 31 December 2020 

IQD (000) 

Stage 1  Stage 2  Stage 3  Total 

At 1 January 222,458  -  -  222,458 

Transfer from stage 1 -  -  -  - 

Transfer from stage 2 -  -  -  - 

Transfer from stage 3 -  -  -  - 

Net remeasurement of ECL 33,416  -  -  33,416 

At Year end 255,874  -  -  255,874 

 

 31 December 2019 

IQD (000) 

Stage 1  Stage 2  Stage 3  Total 

At 1 January 227,633  -  -  227,633 

Transfer from stage 1 -  -  -  - 

Transfer from stage 2 -  -  -  - 

Transfer from stage 3 -  -  -  - 

Net remeasurement of ECL (5,175)  -  -  (5,175) 

At Year end 222,458  -  -  222,458 
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8.       PROPERTY, EQUIPMENT AND RIGHT OF USE ASSETS, NET 
  

  Land  Buildings 

 

 

Equipment  

and machinery  Vehicles  Furniture 

 

Computers 

 

IT software 

 

Right of use 

assets 

 

Total 

2020  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000) 

Cost: 
               

 
  

At 1 January  
 274,022  4,524,339  1,011,270  115,958  1,292,938  1,147,736  4,612,607  979,849  13,958,719 

Additions 
 -  273,815  10,370  -  70,446  110,585  131,775  -  596,991 

Disposals 
 -  (159,390)  -  -  -  -  -  -  (159,390) 

At 31 December   274,022  4,638,764  1,021,640  115,958  1,363,384  1,258,321  4,744,382  979,849  14,396,320 

                   

Accumulated depreciation: 
                  

At 1 January  
 -  3,881,387  559,397  111,773  1,152,740  772,146  4,269,878  224,838  10,972,159 

Charge of the year 
 -  67,404  130,391  478  55,206  119,929  109,796  225,161  708,365 

Disposals  
 -  (137,877)  -  -  -  -  -  -  (137,877) 

At 31 December  
 -  3,810,914  689,788  112,251  1,207,946  892,075  4,379,674  449,999  11,542,647 

Net book value at 31 December 2020 
 274,022  827,850  331,852  3,707  155,438  366,246  364,708  529,850  2,853,673 

Work in progress * 
 -  279,775  -  -  -  96,350  -  -  376,125 

Net book value at 31 December 2020 including Work in Progress 
 274,022  1,107,625  331,852  3,707  155,438  462,596  364,708  529,850  3,229,798 

 

* Work in Progress represents fixtures and fittings that will be transferred to property and equipment upon completion. 
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8.       PROPERTY, EQUIPMENT AND RIGHT OF USE ASSETS, NET (CONTINUED)  
 

  Land  Buildings 

 

 

Equipment  

and machin-

ery  Vehicles  Furniture 

 

Computers 

 

IT software 

 

Right of use 

assets 

 

Total 

2019  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000) 

Cost: 
               

 
  

At 1 January  
 274,022  4,466,913  702,646  115,958  1,212,200  946,312  4,371,384  -  12,089,435 

Transition adjustment on adoption of IFRS 16  -  -  -  -  -  -  -  747,539  747,539 

At 1 January – restated 
 274,022  4,466,913  702,646  115,958  1,212,200  946,312  4,371,384  747,539  12,836,974 

Additions 
 -  57,426  308,624  -  80,738  201,424  241,223  232,310  1,121,745 

At 31 December   274,022  4,524,339  1,011,270  115,958  1,292,938  1,147,736  4,612,607  979,849  13,958,719 

                   

Accumulated depreciation: 
                  

At 1 January  
 -  3,819,715  487,819  105,218  1,122,257  684,325  4,193,605  -  10,412,939 

Charge of the year 
 -  61,672  71,578  6,555  30,483  87,821  76,273  224,838  559,220 

At 31 December  
 -  3,881,387  559,397  111,773  1,152,740  772,146  4,269,878  224,838  10,972,159 

Net book value at 31 December 2019 
 274,022  642,952  451,873  4,185  140,198  375,590  342,729  755,011  2,986,560 

Work in progress* 
 

-  181,733  -  -  -  -  -  -  181,733 

Net book value at 31 December 2019 including Work in Pro-

gress  274,022  824,685  451,873  4,185  140,198  375,590  342,729  755,011  3,168,293 

 

* Work in Progress represents fixtures and fittings that will be transferred to property and equipment upon completion. 
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9.    OTHER ASSETS 
 

 2020  2019 

  IQD (000)  IQD (000) 
    
Inter-branch balances * 6,999,815  6,999,815 

Interest receivable 5,394,917  5,154,796 

Advances -  789,474 

Repossessed assets ** 532,335  355,826 

Prepayments and others 561,020  206,682 

 13,488,087         13,506,593 

Allowance for inter branch balances * (6,999,815)  (6,999,815) 

 6,488,272         6,506,778 

 

 * During 2011, the Bank booked an allowance of IQD 6,999,815 thousand against misappropriation detected 

in 2010. 

 

** During the year, the Bank had taken possession over a collateral against credit facilities of one of its defaulted 

customers. According to Banks’ Law in Iraq, this asset must be sold within two years from the date of posses-

sion. 

 
 

10.    DUE TO BANKS  
 
 2020 

 Inside Iraq  Outside Iraq  Total 

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

Current and demand deposits 462  15,254  15,716 

 462  15,254  15,716 

 

 2019 

 Inside Iraq  Outside Iraq  Total 

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

Current and demand deposits 377  1,314  1,691 

 377  1,314  1,691 
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11.   CUSTOMERS’ DEPOSITS 
 
  2020  2019 

  IQD (000)  IQD (000) 
     

Saving accounts  80,564,831  80,120,437 

Current and call deposits  164,388,742  47,341,321 

Cash margin  27,791,554  18,547,763 

Term deposits  -  2,200 

  272,745,127  146,011,721 

 
Non-interest-bearing deposits amounted to IQD 192,180,296 thousand (2019: IQD 65,889,084 thousand). 
Interest-bearing deposits amounted to IQD 80,564,831 thousand (2019: IQD 80,122,637 thousand). 
 
12.   CURRENT TAX LIABILITY 
 

Income tax liability 

  

The movement on income tax liability was as follows: 

 

 2020  2019 

  IQD (000)  IQD (000) 
    
At January 1 73,665  887,686 

Charge for the year 4,909,872  - 

Paid during the year -  (814,021) 

At December 31 4,983,537  73,665 

 

The Bank paid the tax liabilities up to year 2018; final tax clearances are not yet obtained. 

 

 

The reconciliation between the tax profit and the accounting profit for the years ended 2020 and 2019 is as 

follows: 

 

 2020  2019 

  IQD (000)  IQD (000) 
    
Accounting profit before income tax 40,366,425  6,554,326 

Nontaxable income (12,774,594)  (11,452,050) 

Nondeductible expenses 5,140,650  4,730,919 

Taxable (loss) profit 32,732,481  (166,805) 

Current income tax at Iraqi statutory income tax rate of 15% 

(2019:15%) 4,909,872  - 

 

Effective income tax rate for 2020 is 12.2% (2019: 0%). 
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13.   EARNINGS PER SHARE  

Basic and diluted earnings per share is calculated by dividing the profit for the year by the weighted average 
number of shares outstanding during the year.     

 
2020  2019 

  
 

 

Profit for the year (IQD 000) 35,456,553  6,554,326 

Weighted average number of shares during the year (thousand share) 250,000,000  250,000,000 
    

 IQD/Fils  IQD/Fils 

Basic and diluted earnings per share 0/142  0/026 

 
 
14.  OTHER LIABILITIES 
 

 2020  2019 

  IQD (000)  IQD (000) 
    
Miscellaneous accruals 18,723,023  14,582169 

Funds to be remitted abroad  -  7,125,000 

Dividends payable 2,388,870  3,380,077 

Dormant accounts 198,400  2,096,120 

Lease liabilities * 535,383  749,034 

Management fees payable to parent bank 4,665,194  725,799 

Allowance for indirect credit facilities ** 26,060  27,892 

Other credit balances  4,913,290  2,590,356 

 31,450,220  31,276,447 

 
* The movement of the lease liabilities as at 31 December 2020 is as follows: 
 

  2020 

   IQD (000) 
   
At 1 January  749,034 

Additions  - 

Paid during the year  (251,731) 

Unwind of discount  38,080 

At Year end  535,383 

 
Maturity analysis of undiscounted lease payments to be paid as at 31 December 2020: 
 

  2020 

   IQD (000) 
   
1 year  200,104 

2 years  200,104 

3 years  35,000 

> 3 years  100,175 

  535,383 
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14.  OTHER LIABILITIES (CONTINUED) 
 
 
** The movement of the allowance for expected credit losses of indirect credit facilities is as follows: 
 

 31 December 2020 
IQD (000) 

Stage 1  Stage 2 
 

Stage 3  Total 

At 1 January 27,892  -  -  27,892 

Transfer from stage 1 -  -  -  - 

Transfer from stage 2 -  -  -  - 

Transfer from stage 3 -  -  -  - 

Net remeasurement of ECL (1,832)  -  -  (1,832) 

At Year end 26,060  -  -  26,060 

 

 31 December 2019 
IQD (000) 

Stage 1  Stage 2 
 

Stage 3  Total 

At 1 January 28,548  -  -  28,548 

Transfer from stage 1 -  -  -  - 

Transfer from stage 2 -  -  -  - 

Transfer from stage 3 -  -  -  - 

Net remeasurement of ECL (656)  -  -  (656) 

At Year end 27,892  -  -  27,892 

 
 
15.  PAID IN CAPITAL AND STATUTORY RESERVES 
 
Paid in capital 

Paid in capital comprises of 250 billion shares (2019: 250 billion shares) at a par value of 1 Iraqi Dinar per share 

(2019: 1 Iraqi Dinar per share). 

 

Statutory reserve 

The accumulated amount in this account represents 10% of the Bank’s net income and 5% of its subsidiary’s net 
income after income tax. This transfer will continue until the balance of this reserve equals to 50% of paid in share 
capital. The statutory reserve is not available for distribution to shareholders. 
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16. DIVIDENDS  
 
 

On 13 January 2019 and 2 October 2019, the General Assembly approved in its ordinary meetings the distribu-

tion of the cash dividends to the shareholders amounted to IQD 8.75 billion and IQD 9.5 billion on 2017 and 

2018 profits respectively. On 13 February 2019 and 11 November 2019 respectively, the Bank received legal 

approvals and proceeded with the dividends’ distribution in accordance with the prevailing laws in Iraq. 
 

Subsequently, on 27 Jan 2021, the General Assembly approved in its ordinary meeting the distribution of the 

cash dividends to the shareholders amounted to IQD 6.25 billion for financial year ended 2019. The Bank is in 

the process of receiving legal approvals to proceed with the dividends’ distribution in accordance with the pre-

vailing laws in Iraq. 

 

 
17. INTEREST INCOME 

 2020  2019 

  IQD (000)  IQD (000) 
Financial assets at amortized cost 13,046,870  14,900,695 

Direct credit facilities 1,309,728  1,620,324 

Balances with banks 233,364  535,832 

 14,589,962  17,056,851 

 
 
18. INTEREST EXPENSE 
 

 2020  2019 

  IQD (000)  IQD (000) 

Saving accounts 195,081  236,911 

Time deposits 5  42,949 

Interest expense on lease 38,080  51,065 

 233,166  330,925 

 
 
19. NET FEES AND COMMISSIONS  
 
 2020  2019 

  IQD (000)  IQD (000) 

Fees and commissions income 1,523,295  1,288,536 

Fees and commissions expense (117,055)  (126,471) 

 1,406,240  1,162,065 
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20. NET GAINS FROM FOREIGN EXCHANGE 

 

 2020  2019 

  IQD (000)  IQD (000) 
Net gains from foreign exchange * 40,450,637  236,961 

Net gains from currency auction operations ** 435,297  102,950 

 40,885,934  339,911 

 
* On 20 December 2020, Central Bank of Iraq revised the base exchange rate against USD from 1,190 

IQD/USD to 1,460 IQD/USD which resulted in foreign exchange gain amounted to IQD 39,567,077 thou-
sand. 

 
**  During 2020, the Bank has purchased USD from CBI through currency auction for the benefit of the Bank’s 

customers amounted to USD 67,776,006 on an exchange rate of 1,190 IQD/USD. The Bank sold USD to 
the currency auctions customers during 2020 on an average exchange rate of 1,196.42 IQD/USD. 

 
 
21. OTHER OPERATING INCOME 

 

 2020  2019 

  IQD (000)  IQD (000) 
Gain from sale of property * 444,204  - 

Rental income 139,502  146,639 

Dividend income 20,902  12,456 

Other bank charges 14,498  109,229 

 619,106  268,324 

 
*  During the year 2020, the Bank sold its property located in Basrah for an amount of IQD 465,719 thousand 

which resulted into gain amounted to IQD 444,204 thousand.  



COMMERCIAL BANK OF IRAQ 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

31 DECEMBER 2020 

 

34 

 

 
22. EMPLOYEES’ EXPENSES 
 

 2020  2019 

  IQD (000)  IQD (000) 
    

Basic salary 2,299,102  2,076,670 

Allowances 922,442  876,766 

Transportation  382,206  363,355 

Other allowances 51,351  67,175 

 3,655,101  3,383,966 

    

Social security 255,068  241,613 

 3,910,169  3,625,579 

    

 
 
23. OTHER OPERATING EXPENSES 
 

 2020  2019 

 IQD (000)  IQD (000) 

General and administrative expenses 3,404,511  2,927,940 

Miscellaneous accruals 3,381,105  2,733,083 

Penalties imposed by CBI * 1,014,139  1,713,826 

Professional fees  4,234,352  848,718 

Insurance 112,040  55,061 

Audit fees  77,870  60,500 

Interim review fees 3,000  4,000 

 12,227,017  8,343,128 

 

 
* During 2019, CBI imposed two penalties relating to discrepancy and authenticity of import documents for trans-

action related to CBI’s foreign currency selling window where customers demanded foreign currency to import 

goods through Northern Iraqi border for transactions conducted in 2012 and 2015. During 2020, a provision of 

IQD 1,914,265 thousand was recognized in this regard (2019: IQD 1,913,826 thousand), this was offset by re-

covery of fine from customer amounting IQD 900,000 thousand (2019: IQD 200,000 thousand).
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 24. FAIR VALUE OF FINANCIAL INSTRUMENTS 
  
 

The Bank uses the following hierarchy for determining and disclosing the fair value of financial instruments by valua-

tion technique: 

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

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, 

either directly or indirectly; and 

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on 

observable market data. 

 

A. Fair value of financial assets and liabilities of the Bank measured in fair value continuously: 

The Bank is revaluing financial assets at fair value through other comprehensive income at the end of each reporting 

period and the table below shows information related to determining the fair value: 

 

   Fair value 

IQD (000)  

Fair value 

level 

 

Method of valuation and ob-

servable inputs 
  31 December 

2020 
 31 December 

2019 
  

Financial assets at fair  

value through other compre-

hensive income  592,553  493,126  Level 1  
Based on price quotations in 

financial markets 

Financial assets at fair  

value through other compre-

hensive income  819,474  63,477  Level 2  
Through Comparison of simi-

lar financial instruments 

 

B. Fair value of financial assets and liabilities, other than those disclosed in the table below approximate their 

carrying values: 

 

  31 December 2020  31 December 2019   

 

 
Total carrying 

amount  Total fair value 
 Total carrying 

amount  
Total fair  

value 
 Fair value 

level 

  IQD (000)  IQD (000)   

Financial assets at amortized 

cost  185,933,818  184,687,975  189,579,497  197,549,753 
 

Level 1 and 2 
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25. CASH AND CASH EQUIVALENTS 
 
Cash and cash equivalents presented in the consolidated statement of cash flows consist of the following: 

 2020  2019 

  IQD (000)  IQD (000) 

Cash and balances with Central Bank 346,872,896  202,968,845 

Add: Balances with banks 54,174,597  35,371,404 

Less: Due to banks (15,716)  (1,691) 

Less: Statutory reserve with CBI (26,308,971)  (15,381,708) 

Less: LGs margin reserve (619,254)  (1,245,958) 

 374,103,552  221,710,892 

 
 
26. RELATED PARTIES TRANSACTIONS  
 
The Bank enters into business transactions in the ordinary course of business with the parent bank and its 

subsidiaries at commercial interest and commission rates. There are no loans and advances to related parties. 

 

The following related party balances and transactions took place during the year: 

 

  2020  2019 

  IQD (000)  IQD (000) 
Consolidated statement of financial position:     

Balances with banks   54,078,485  35,274,838 

Due to banks   15,254  1,314 

Other liabilities  4,665,194  7,850,799 

     

Off balance items:     

Letters of guarantee  38,029,044  2,030,948 

     

Consolidated statement of incomes items     

Interest and commission income  321,001  464,668 

Management fees  3,939,394  725,799 
    
 

Related parties’ transactions are with the parent bank and its subsidiaries, and no transactions are with the mem-

bers of the board of directors. 

 

Compensation of the key management personnel is as follows: 

 

 2020  2019 

  IQD (000)  IQD (000) 
    
Executive management salaries and benefits  577,788  479,728 

 577,788  479,728 
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27. RISK MANAGEMENT 
 
Risk is inherent in the Bank’s activities, but is managed through a process of ongoing identification, measure-

ment and monitoring, subject to risk limits and other controls. This process of risk management is critical to the 

Bank’s continuing profitability and each individual within the Bank is accountable for the risk exposures relating 

to his or her responsibilities. The Bank is exposed to credit risk, liquidity risk and market risk, the latter being 

subdivided into trading and non–trading risks. It is also subject to country risk and various operating risks. 

 

The independent risk control process does not include business risks such as changes in the environment, tech-

nology and industry. The Bank's policy is to monitor those business risks through the bank’s strategic planning 

process. 

 

A. Credit Risk  

 

Credit risk is the risk that one party to the financial instrument will fail to discharge a financial obligation and 

cause the other party to incur a financial loss. The Bank manages credit risk by setting limits for individual bor-

rowers and groups of borrowers and for geographical and industry segments in accordance with Central Bank of 

Iraq regulations. The Bank also monitors credit exposures, and continually assesses the credit worthiness of 

counterparties. In addition, the Bank obtains security where appropriate, and limits the duration of exposure. 

 

The Bank’s risk management policy includes formation of a Credit Committee for reviewing the credit facilities. 
 
This committee is responsible for the facilities control process that includes granting, classification and following 

up on the credit facilities. 

 

The table below shows the maximum exposure to credit risk for the components of the statement of financial 

position. The maximum exposure is shown net of ECL and Interest in suspense, before the effect of mitigation 

through the use of master netting agreements.  
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27. RISK MANAGEMENT (CONTINUED) 
 

A. Credit Risk (Continued) 

 
 

 Gross maximum exposure 

 2020  2019 

  IQD (000)  IQD (000) 

Balances with CBI 333,420,468  194,215,040 

Balances with banks  54,171,767  35,368,994 

Direct credit facilities, net 18,840,651  11,446,640 

Financial assets at amortized cost 185,933,818  189,579,497 

Interest receivable and other assets 5,619,716  5,166,120 

Total 597,986,420  435,776,291 

Contingent Liabilities and Commitments    

Letters of guarantee 63,569,567  23,424,847 

Undrawn loan commitments 1,101,350  223,188 

Total Credit related commitments  64,670,917  23,648,035 

Total credit risk exposure before credit risk mitigation 662,657,337  459,424,326 

Credit risk mitigation    

Cash Margin 27,791,554  18,547,763 

Real estates 30,840,775  32,440,045 

Pledged shares 265,000  265,000 

Total Credit risk mitigation 58,897,329  51,252,808 

Total credit risk exposure after credit risk mitigation 603,760,008  408,171,518 

 
 
- Credit quality by class of financial assets is as follows: 
 

Financial assets neither past due nor impaired: 
 2020 

 
High standard 

grade  Standard grade 
 

Total 
  IQD (000)  IQD (000)  IQD (000) 
Banks and other financial institutions 333,420,468  54,171,767  387,592,235 

Government - public sector 186,189,692  -  186,189,692 

Retail -  7,674,825  7,674,825 

Corporate -  9,288,908  9,288,908 

 519,610,160  71,135,500  590,745,660 
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27. RISK MANAGEMENT (CONTINUED) 
 

A. Credit Risk (Continued) 
 

Financial assets neither past due nor impaired: 
 

 2019 

 
High standard 

grade  Standard 
 

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

Banks and other financial institutions 223,811,972  35,368,994  259,180,966 

Government - public sector 160,205,023  -  160,205,023 

Retail -  6,324,666  6,324,666 

Corporate -  2,973,298  2,973,298 

 384,016,995  44,666,958  428,683,953 

 

Impaired financial assets 
 2020 

 Total  ECL  
Collateral fair 

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

Retail 4,168,921  2,030,783  8,253,900 

Corporate 8,514,775  8,488,705  564,000 

 12,683,696 
 

10,519,488 
 

8,817,900 

 

 2019 

 Total  ECL  
Collateral fair 

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

Retail 4,227,525  1,906,943  8,168,400 

Corporate 7,892,327  7,828,113  707,000 

 12,119,852 
 

9,735,056 
 

8,875,400 

 
 

 

B. Market Risk 
 

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes 

in market variables such as interest rates, foreign exchange rates and equity prices. The Bank classifies exposures 

to market risk into either trading or non–trading portfolios and manages each of those portfolios separately. The 

market risk for the trading portfolio is managed and monitored based on a Value–at–Risk (VaR) methodology 

that reflects the interdependency between risk variables. Non–trading positions are managed and monitored us-

ing other sensitivity analyses. 
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27. RISK MANAGEMENT (CONTINUED) 
 
C.    Interest rate gap 

The following analysis shows interest rate re-pricing or maturity dates; whichever is earlier: 
 

  Up to 3  

Months  

3 months  

to 1 year  

Over 1  

year  

Non-interest  

bearing  

Carrying  

amount 

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

2020          
Assets          

Cash and balances with Central Bank -  -  -  346,872,896  346,872,896 

Balances with banks  50,612,882  -  -  3,558,885  54,171,767 

Direct credit facilities, net 8,331,177  2,953,064  7,556,410  -  18,840,651 

Financial assets at fair value through other 

comprehensive income -  -  -  1,412,027  1,412,027 

Financial assets at amortized cost 13,121,750  13,121,750  159,690,318         -  185,933,818 

Property, equipment and right of use assets, net -  -  -  3,229,798  3,229,798 

Other assets -  -  -  6,488,272  6,488,272 

Total Assets 72,065,809  16,074,814  167,246,728  361,561,878  616,949,229 

          

Liabilities          

Due to banks -  -  -  15,716  15,716 

Customers’ deposits 80,564,831  -  -  192,180,296  272,745,127 

Current tax liabilities  -  -  -  4,983,537  4,983,537 

Other liabilities -  -  -  31,450,220  31,450,220 

Total Liabilities 80,564,831  -  -  228,629,769  309,194,600 

Interest rate gap (8,499,022)  16,074,814  167,246,728  132,932,109  307,754,629 

          

          

2019          

Assets          

Cash and balances with Central Bank 7,000,000  -  -  195,968,845  202,968,845 

Balances with banks 34,719,914  -  -  649,080  35,368,994 

Direct credit facilities, net 119,635  3,278,167  8,048,838  -  11,446,640 

Financial assets at fair value through other 

comprehensive income -  -  -  556,603  556,603 

Financial assets at amortized cost   29,596,932  159,982,565   -  189,579,497 

Property, equipment and right of use assets, net -  -  -  3,168,293  3,168,293 

Other assets -  -  -  6,506,778  6,506,778 

Total Assets 41,839,549  32,875,099  168,031,403  206,849,599  449,595,650 

          

Liabilities          

Due to banks -  -  -  1,691  1,691 

Customers’ deposits 80,120,437  2,200  -  65,889,084  146,011,721 

Current tax liabilities  -  -  -  73,665  73,665 

Other liabilities -  -  -  31,276,447  31,276,447 

Total Liabilities 80,120,437  2,200  -  97,240,887  177,363,524 

Interest rate gap (38,280,888)  32,872,899  168,031,403  109,608,712  272,232,126 
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27. RISK MANAGEMENT (CONTINUED) 

  
D.    Currency risk 

 

Currency risk is the risk that the functional currency value of a financial instrument will fluctuate due to changes 
in foreign exchange rates. 
 
The Bank has significant net currency exposure towards US Dollar, based on foreign currency assets and liabilities 
held at 31 December 2020 and 2019. Hence, sensitivity of the Bank’s consolidated statement of comprehensive 
income to a reasonably possible change in the exchange rate between the Iraqi Dinar and US Dollar was signifi-
cant. 
 

The following table demonstrates the sensitivity to a reasonably possible change in the foreign exchange rate, 

with all other variables held constant, of the Bank’s profit before tax due to changes in the carrying value of mon-

etary assets and liabilities. The impact on equity is the same as the impact on profit before tax 

 

Increase/decrease foreign 

exchange rate 

Effect on profit 

before tax for the 

year ended 31 December 2020 

Increase/(Decrease) 

 Effect on profit 

before tax for the 

year ended 31 December 2019 

Increase/(Decrease) 

 IQD (000)  IQD (000) 

+5% 10,694,328  8,956,941 

-5% (10,694,328)  (8,956,941) 

 

 
 
E.    Equity price risk 
 
Equity price risk arises from fluctuations in equity indices and prices. Most of the Bank’s financial assets at fair 
value through other comprehensive income are listed on the Iraq Stock Exchange. The effect of a 10% increase 
or decrease in these shares will result in an IQD 59,255 thousand (2019: IQD 49,313 thousand) increase or 
decrease in the fair value reserve. 
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27. RISK MANAGEMENT (CONTINUED) 
 
F.    Liquidity Risk 
 
Liquidity risk is defined as the risk that the Bank will encounter difficulty in meeting obligations associated 

with financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk arises be-

cause of the possibility that the Bank might be unable to meet its payment obligations when they fall due under 

both normal and stress circumstances. To limit this risk, management has arranged diversified funding sources 

in addition to its core deposit base and adopted a policy of managing assets with liquidity in mind and of moni-

toring future cash flows and liquidity on a daily basis. 

 

The Bank has committed lines of credit that it can access to meet liquidity needs. In addition, the Bank maintains 

a statutory deposit with the Central Bank of Iraq. Net liquid assets consist of cash, short term deposit and liquid 

debt securities available for immediate sale, less deposits due to banks mature within three months. 

 

 
The table below shows an analysis of financial liabilities based on contractual undiscounted repayment obliga-

tions: 

 

2020 

Up to 3  

months  

 3 to 6  

months  

 6 to 12  

months  

 More than 12 

months 

 

Total 

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

Financial liabilities          

Due to banks  15,716  -  -  -  15,716 

Customers’ deposits 246,945,438  648,565  7,925,408  17,225,716  272,745,127 

Total Liabilities 246,961,154  648,565  7,925,408  17,225,716  272,760,843 

 

2019 

Up to 3  

months  

 

3 to 6 months  

 6 to 12  

months  

 More than 12 

months 

 

Total 

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

Financial liabilities          

Due to banks  1,691  -  -  -  1,691 

Customers’ deposits  129,611,880  15,000,000  1,136,151  263,690  146,011,721 

Total Liabilities 129,613,571  15,000,000  1,136,151  263,690  146,013,412 
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27. RISK MANAGEMENT (CONTINUED) 

 

F.        Liquidity Risk (Continued) 
 
The table below summarizes the expected maturity profile of the Bank’s assets and liabilities. The maturities of 
assets and liabilities have been determined according to when they are expected to be recovered or settled. 
 

 

Up to 3 

 months  

 3 to 6  

months  

 6 to 12  

months  

 More than  

12 months 

 Undated  

Total 

2020 IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000) 
            

Assets            

Cash and balances with Central Bank 346,872,896  -  -  -  -  346,872,896 

Balances with banks  54,171,767         -  -  -  -  54,171,767        

Direct credit facilities, net 8,331,177  347,978  2,605,086  7,556,410  -  18,840,651 

Financial assets at fair value through 

other comprehensive income -  -  -  - 

 

1,412,027  1,412,027 

Financial assets at amortized cost 13,121,7

50 
 -  13,121,750  159,690,318  -  185,933,818 

Property, equipment and right of use 

assets, net 

-  -  -  -  3,229,798  3,229,798 

Other assets 2,158,612  3,236,950  1,092,710  -  -  6,488,272 

Total assets 424,656,202  3,584,928  16,819,546  167,246,728  4,641,825  616,949,229 

           
 

Liabilities and shareholders’ equity            

Due to banks 15,716  -  -  -  -  15,716 

Customers’ deposits 246,945,438  648,565  7,925,408  17,225,716  -  272,745,127 

Current tax liability -  -  4,983,537  -  -  4,983,537 

Other liabilities 5,033,652  -  25,881,184  535,384  -  31,450,220 

Shareholders’ Equity -  -  -  307,754,629  -  307,754,629 

Total liability and shareholders’ equity  251,994,806  648,565  38,790,129  325,515,729 
 - 

 616,949,229 

Net liquidity gap 
172,661,396  2,936,363  (21,970,583)  (158,269,001)  4,641,825   
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27. RISK MANAGEMENT (CONTINUED) 
F.         Liquidity Risk (Continued) 
 

 

Up to 3 

 months  

 3 to 6  

months  

 6 to 12  

months  

 More than  

12 months 

 Undated  

Total 

2019 IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000) 
            

Assets            

Cash and balances with Central Bank 202,968,845  -  -  -  -  202,968,845 

Balances with banks  35,368,994  -  -  -  -  35,368,994 

Direct credit facilities, net 119,635  331,048  2,947,120  8,048,837  -  11,446,640 

Financial assets at fair value through 

other comprehensive income -  -  -  - 

 

556,603  556,603 

Financial assets at amortized cost -  1,024,622  39,267,435  149,287,440  -  189,579,497 

Property, equipment and right of use 

assets, net 

-  -  -  -  3,168,293  3,168,293 

Other assets 2,001,918  3,001,908  1,502,952  -  -  6,506,778 

Total assets 240,459,392  4,357,578  43,717,507  157,336,277  3,724,896  449,595,650 

           
 

Liabilities and shareholders’ equity            

Due to banks 1,691  -  -  -  -  1,691 

Customers’ deposits 129,611,882  15,000,000  1,136,146  263,693  -  146,011,721 

Current tax liability -  73,665  -  -  -  73,665 

Other liabilities 19,272,070  -  11,255,344  749,033  -  31,276,447 

Shareholders’ Equity -  -  -  272,232,126  -  272,232,126 

Total liability and shareholders’ equity  148,885,643  15,073,665  12,391,490  273,244,852 
 - 

 449,595,650 

Net liquidity gap 
91,573,749  (10,716,087)  31,326,017  (115,908,575)  3,724,896   

 

 

G. Country risk 

Country risk is the risk that an occurrence within a country could have an adverse effect on the Bank directly by 

impairing the value of the Bank or indirectly through an obligor’s ability to meet its obligations to the Bank. Gen-

erally, these occurrences relate, but are not limited to: sovereign events such as defaults or restructuring; political 

events such as contested elections; restrictions on currency movements; non–market currency convertibility; re-

gional conflicts; economic contagion from other events such as sovereign default issues or regional turmoil; 

banking and currency crisis; and natural disasters. 

 
 
H. Operational risk 

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When con-

trols fail to operate effectively, operational risks can cause damage to reputation, have legal or regulatory impli-

cations, or lead to financial loss. The bank cannot expect to eliminate all operational risks, but it endeavors to 

manage these risks through a control framework and by monitoring and responding to potential risks. Controls 

include effective segregation of duties, access, authorization and reconciliation procedures, staff education and 

assessment processes.  
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27. RISK MANAGEMENT (CONTINUED) 
I.          Concentration of Risk in Geographical Area 
 
The Bank carries out most of its activities in Iraq, the political and economic destabilization in the area increases 
the risk of carrying out business and could adversely affect performance. 
 
 
28. SEGMENT INFORMATION 
 
For management purposes, the Bank is organized into three major business segments as following:  
 
Retail banking: Principally handling individual customers’ deposits, and providing consumer type loans, over-

drafts, credit cards facilities and funds transfer facilities; 
 

Corporate banking: Principally handling loans and other credit facilities and deposit and current accounts for 

corporate and institutional customers; 
 

Treasury and investments: Principally providing money market, trading and treasury services, as well as the man-
agement of the Bank’s funding operations by use of treasury bills, government securities and placements and 
acceptances with other banks, through treasury and wholesale banking. 
 
These segments are the basis on which the Bank reports its primary segment information.  
 

      Total 

 

Retail 

Banking  

Corporate 

Banking  

Treasury and 

investments  2020  2019 

 IQD (000)  IQD (000)  IQD (000)  IQD (000)  IQD (000) 
          
Total income 958,324  3,061,007  53,248,745  57,268,076  19,546,958 

Net (allowance) recovery of allowance 

for expected credit losses  (7,512)  (16,584)  (32,004)  (56,100)  (464,705) 

Segment results 950,812  3,044,423  53,216,741  57,211,976  19,082,253 

Unallocated expenses (2,135,982)  (3,655,219)  (11,054,350)  (16,845,551)  (12,527,927) 

Profit before tax (1,185,170)  (610,796)  42,162,391  40,366,425  6,554,326 

Income tax -  -  (4,909,872)  (4,909,872)  - 

Net profit  (1,185,170)  (610,796)  37,252,519  35,456,553  6,554,326 
          
Other information          
          
Segment assets 9,600,926  9,239,726  588,390,507  607,231,159  439,920,579 

Unallocated assets       9,718,070  9,675,071 

Total Assets 9,600,926  9,239,726  588,390,507  616,949,229  449,595,650 
          
Segment liabilities 53,080,387  219,664,740  15,716  272,760,843  146,013,412 

Unallocated liabilities       36,433,757  31,350,112 

Total Liabilities 53,080,387  219,664,740  15,716  309,194,600  177,363,524 

Capital expenditure       791,384  967,220 

Depreciation        708,365  559,220 
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28. SEGMENT INFORMATION (CONTINUED) 
 

Geographical Information  
 
The following table shows the distribution of the Bank’s operating income, assets and liabilities by geographic 

segment. 

 

  Inside Iraq  Outside Iraq  Total 

2019  IQD (000)  IQD (000)  IQD (000) 

Total Income  19,082,290  464,668  19,546,958 

Total Assets  414,320,812  35,274,838  449,595,650 

Total Liabilities  169,511,411  7,852,113  177,363,524 

 
29. CAPITAL MANAGEMENT 
 
The primary objectives of the Bank capital management policies to ensure that the Bank complies with the exter-

nally imposed capital requirements and that the Bank maintains strong credit ratings and healthy capital ratios 

in order to support its business and to maximize shareholders’ value.  
 

 2020  2019 

 IQD (000)  IQD (000) 

Primary capital    

Paid capital 250,000,000  250,000,000 

Statutory reserve 19,207,546  15,662,085 

Other reserves  365,271  230,511 

Retained earnings  37,876,986  6,036,657 

Total Primary capital 307,449,803  271,929,254 

    

Supplementary capital    

General provisions 287,290  15,931,349 

Total Supplementary capital 287,290  15,931,349 

Total primary and supplementary capital 307,737,093  287,860,603 

Total risk weighted assets 417,455,910  54,399,099 

Capital adequacy (%) * 73.7%  529.2% 

 

* The Bank’s capital ratio is calculated in accordance with the capital adequacy guidelines, under Basel III, 

issued by the Central Bank of Iraq. The minimum capital adequacy ratio is 12.5% (2019 under Basel II: 

12%). The Bank capital ratio is 73.7% as of 31 December 2020 (2019 under Basel II: 529.2%).

  Inside Iraq  Outside Iraq  Total 

2020  IQD (000)  IQD (000)  IQD (000) 

Total Income  56,947,075  321,001  57,268,076 

Total Assets  562,870,744  54,078,485  616,949,229 

Total Liabilities  304,514,152  4,680,448  309,194,600 



COMMERCIAL BANK OF IRAQ 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

31 DECEMBER 2020 

 

47 

 

30. CONTINGENT LIABILITIES AND COMMITMENTS 

The totals outstanding commitments and contingent liabilities are as follows: 

  2020  2019 

  IQD (000)  IQD (000) 
Letters of guarantee  63,569,567  23,424,847 

Undrawn loan commitments  1,101,350  223,188 

  64,670,917  23,648,035 

 
31. LAWSUITS 

There is a lawsuit raised against the Bank in the normal course of business, and as a matter of prudence the Bank 
has booked a full provision for this lawsuit. 
 
 32. DEPOSITS PROTECTION SCHEME 

All customers’ deposits held with the Bank (except banks, governmental and margin deposits) are covered by the 
Deposits Security Scheme no.3 of 2016. This scheme covers eligible customers up to 51% for amounts below IQD 
100 million and 25% for every amount over IQD 100 million which will be paid by the Iraqi Company for Deposits 
Insurance. A monthly contribution as paid by the Bank under this scheme as mandated by Central Bank of Iraq.  
 
33. IMPACT OF COVID-19 

The Bank considered the potential impact of the uncertainties caused by the COVID-19 pandemic together with 
the associated economic support and relief measures of government and central bank in its estimation of ECL 
requirements for the year ended 31 December 2020. 
 
Significant increase in credit risk 
The Bank considered the following aspects to assess if there was a significant increase in credit risk or objective 
evidence of impairment in the light of COVID-19 situation. 
 

 Temporary financial difficulties of the customers are distinguished from longer-term or permanent im-
pact; 

 Customers operating in certain sectors or industries are likely to be more severely impacted; 
 Deferral of instalments or profit payments on financing facilities will not automatically trigger significant 

increase in credit risk; 
 Retail facilities to certain customer segment are more likely to have significant increase in credit risk 

arising from job losses and pay cuts; and 
 Significant corporate exposures are individually assessed to identify significant increase in credit risk as 

and when reliable data is available. 
The above assessment has resulted in staging downgrade of certain exposures and increase in ECL. 
 
Macro-economic factors 
The Bank considered of volatility witnessed in the range of macroeconomic factors and in the scenarios used for 
determination of ECL. In particular, given the continuing uncertainty stemming from fast evolving COVID-19, the 
Bank revised certain assumptions reflected through constructing a plausible forward-looking view of the 
macroeconomic environment. 
 
Other impacts 
The Bank considered the potential impact of the current economic volatility on the reported amounts in the Bank’s 
consolidated financial statement. The reported amounts best represent management's assessment based on ob-
servable information. The impact of the highly uncertain economic environment remains judgmental and the Bank 
will accordingly continue to reassess its position and the related impact on a regular basis. 
 
34. COMPARATIVE FIGURES 

Some of the comparative figures for the year 2019 have been reclassified to correspond with those of 31 December 
2020 presentation. The reclassification did not have any effect on profits or equity of 2019. 




