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"Earnings Management in the Banking Industry-the consequences of IFRS
implementation on discretionary use of loan loss provision™
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(Leventis et al.: 2011) 4wl 3.2
""Loan loss provision, Earning Management and Capital Management under
IFRS: The Case of EU Commercial Banks"
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"Bank earnings management through loan loss provision: a double-edged
sword?""
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""Loan loss provision and earnings management in Malaysian Banking Industry*'
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Source: IASB&IFRS, International Accounting Standard Board, International
Financial Reporting Standard Financial Instrument, No. 9, London, United
Kingdom, January 2015: 1113)
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AW ) sa¥) Claad) B 39 (sl ) ApalaiBY) Saa gl o s Aad gial)
Ade s o Jpanl) Jal (a9 chad glal) Alainy) sildd) (ubd 2ie ¢ (1350 dan e g Al flsa.]
saad o Jaldd i) g Aladiaal) guilidl) (e A pana anl ApalaiBY) Baa gl o aud (058l Ao jag
¢ el odgd a al) Jlaia¥) (o Siad ¢ Adma gl a8l BB o g g Aaddy Aliaia Alaiag Jily
Lllaia) Glaal) & 38U o Zliad Lasly dlaiaal) Jiladl JS paad 4palady) saagll o A Y LS
. (EY, 2014: 22) Juaiay) 13 galdid) gaa oo SR Gaiy Ailaiil) jilwdd) J s
el die 3 gl Aia 31 Aal) Glaad) B 3AL o) LalamBy) aa gl Ao Aady 12680 dia 3l daidl) 2
Al g8 1ae ] gy Al dad gilal) Aglaiy) Hiluddl dlia aad PN (pe dlld g (Aad gial) Lulaidy) iludd)
(EY, 2014: 22) (Mal 353 sall Alladl) 3318 Jinad (a5 Jora pladiuady dllal
Al uld die ApaLaBY) Baa gl o Al s A o) aga JA et Aalie das )y g A ghaa cilaglaa, ]
Cla gleall 02 Jadiiy (ARIST gf aga Sl 0 od Aalia dasag A gina cila glaa (usad ff dad gial) dgilaiiy)
. (IFRS 9, 2015:440- 441) 4l dabai®y) cig il 50l g dadlal) g plal) g dpdalal) iaal)
O Qdgiall (a8l ghail) LuSad of Wale dadgiall Adlail) iledd) pali Ll of @ oclledll 4
JSy g i jinall g Alall il ga gl die agpd (e s Jiad Al gAY il el g cililaal)
.(IFRS 9, 2015: 441-442) 33 g} J (a Juaiia
Al Al £ Jma 5 gl Ao Adlal) il g gall dad (aldAS) (il cilallala (4) JSA Qadlys
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ool I eVl sl Gy 29 | i Nb ) bbb G/l | 59l

el | el Joi 2581 8519] (ool LilSinailg (Gundll) Gilgadly IFRS 9
(allal) <l 53¥1) IFRS 9 (A gall Aall £ jmal g (a9 ) dad (alddl) cilallaia (Gaudat 1-1-3

IFRS 9 (Aol Alall E3Y) Jlma cilllaial Gy (g ) dad (aliid) (ubd dples Jidd
Sal) o Telly (i paall gadiocal] gabladl) gaBll) gBaill Aad) Aaddl) (3 AN waald (Adlad) il gaY)
O SISy Jidia Siall (Ghg (o aBlail) o283 (BN () g ¢""Chpuaal) dalliny o) aB g s BT (GBS g
O Qs ) (gadil) gl Jlay cpa B calall (6D g Afaiieal) BAAN g 4paBladl) ciladall LMad) dadl)
e Jsandly anll G Lgda 7 gk o AY) Lulaiiy) c ju il g cililadal) daddy G paall Alaiog
clilaal)

cluia¥ Microsoft Excel gt 4slasy) g Lnulaal) ciabeal) Jlarialy liald) alb B
1l LS g i) e i jluaall (a9 B Alidaa (& (i B ISy (sla g Al Aad (alddl)
Caalal) ald 3) (g Al dagh (RUiaiL Gl e jdigaS a3 30 (e AS) ciadiuad ) ciladal) alale) ah ]
AN sy JS) gl agy 30 AN S IMB Alal) adl BN Slas) Gl Aads AT Rl O AN Giludaly
G La 32y M8 53 30 (e B @AY OIS 1Y) quaea (uSall g (g Al dad (alA) GludaY ke
Letad aldAdy | dise
dBdaa B (a8 J< g B g ABaiucall Ciladall (ha S aBlacil) o811 BNEN ANlal) dall) ciludia) a3,2
Microsoft gl 2 Present Value (PV) daa Jlaxic) A (e ldg (A paal) (s gAY
.Excel
iy cliladal) dad (e Jlad) disla JB5 Ay e 7ok P& (e cliledll dad Ala ) Al 213
120 LAY e slisYlhs Microsoft Excel gl 2 Min and Max dsleas Jlexiad A (1a
) o Ay i Gladia) dles guda gy (o) il juall dalad) Aisgd) (e jalial) 2002 alad
il (Bl el Al cpa BN MR e g f J9 Aagdl) (@A) B led Gluda) Ly a3 4
Ldiaall) cililaal) dad Ala cpg (2 5880 A duudaall) Bilal) g ASaial) cladal) cpa S (528l
Al b g @A g8 1 ¢ Microsoft Excel gebis b IF dslea Jlanialy dllig (3 588 b
Gl Adad) Aagdl) o 3R Giludia) Aty LIS 253 30 (5 gea o1 ST ANlal) ad) g8 Slas ) Gy i g Aads
clladal) Aad dla Gy (2 388 A duudaall) Bulil g dbaiual) cladal) fa SIS gabladl) ga8dl)
cas3 30 (3o B Adlall adl g8 Sac) Ui Aady A) g C (3AN S 131 Lal ¢(3 3_RAN 8 dudaall)
ka5 gy gl 8
oalidl) cilbia Gk sy Gyl Al Cijlaall a8 Abdaa Jlea) ol & (1) Jsaad) o
:2015-2013 354U [FRS 9 (Al el E30Y) Jlaal (85 (a5 Al dah
aldl) cilibiie gukai J8 Gl Ade G jlaall (a9 Al Addaa Jlaa) sld) A (2) Jeaadl s
:2015-2013 358U [FRS 9 (g2l (Aall 391 Jlmal (B g (125 81 dah
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(1) o

IFRS 9 (Al (Aall g3 Jna cibiliaia (udal 3ay Gl A i jluaall 29 8 Adadaa Aaa)
(Sl Hal)) 2015-2013 55

A All Alaal "
cas Al yilud (awia Aalal) & (a8l Alalal) 2 g fal) PR .

gsaaal Impaired Loans Non-Impaired Loans wiyadd
15.084.156.433 202.591.642.956 18.501.573.007 184.090.069.949 2015 i _yaal
16.182.020.286 180.178.406.103 14.314.240.923 165.864.165.180 2014 gh‘l\
15.003.628.302 123.373.492.939 13.505.672.635 109.867.820.304 2013 A
9.412.204.623 27.214.298.815 10.998.465.073 16.215.833.742 2015 i paal)
8.670.379.465 22.871.847.488 9.731.023.876 13.140.823.612 2014 ol
8.655.899.137 19.125.445.084 8.954.197.016 10.171.248.068 2013 Bl
19.659.535.974 294.982.250.530 33.717.631.815 261.264.618.715 2015 Uiy

15.775.218.618 274.409.595.000 27.205.131.610 247.204.463.390 2014 S

17.211.679.209 240.795.055.000 26.804.766.903 213.990.288.097 2013 )
17.320.742.413 68.804.685.000 18.867.231.248 49.937.453.752 2015 i paa

15.929.218.989 102.301.064.000 19.270.661.815 83.030.402.185 2014 sl
7.441.919.150 97.729.242.279 12.799.715.269 84.929.527.010 2013 sl

(2) Jyd)

IFRS 9 @J‘” gjl""“ 8»—'\1\ Jhxa Qu&d#dﬁw\a-\gﬁ i jlaall uhgﬂ\;\hugju;\
(Ol Auall) 2015-2013 5 58

2 A (Al
sl paada Addal) 42 (2 g8 Adaladl g 8 Ly | ™
ua g Al £ saxal) e NonLI (r)r;;r)]z;ured )
23.651.469.360 202.591.642.956 18.549.179.449 184.042.463.507 | 2015 | iadll
19.166.780.052 180.178.406.103 14.851.347.456 165.327.058.647 | 2014 glh‘ﬂ
7.532.829.011 123.373.492.939 7.835.570.794 115.537.922.145 | 2013 gé‘f-“
10.545.978.115 27.214.298.815 18.112.301.670 9.101.997.145 | 2015 | iaall
9.970.649.033 22.871.847.488 15.717.352.797 7.154.494.691 | 2014 | il
9.149.201.268 19.125.445.084 15.169.103.541 3.956.341.543 | 2013 gé‘f-“
30.000.000.000 294.982.250.530 59.263.392.530 235.718.858.000 | 2015 G
17.000.000.000 | 274.409.595.000 47.709.922.000 226.699.673.000 | 2014 | o
17.000.000.000 | 240.795.055.000 32.610.919.000 208.184.136.000 | 2013 i
23.512.522.000 68.804.685.000 56.431.017.000 12.373.668.000 | 2015 A paa
18.084.714.000 102.301.064.000 17.227.543.000 85.073.521.000 | 2014 L84
5.807.604.335 97.729.242.279 754.840.555 96.974.401.724 | 2013 A

EY) Jre cilallaia Gaudid g 029 Al piled paada dad alAS) (1) deaadl e Calg

S Gabi 38 Cagd) Ae Gijlaall (a5 8l il (awaia dad ga 4 jlBa [FRS 9 (Aol Alall
sy 2015-2013 5480 (2) Josall (b dadagall (Bdal) < g¥1) IFRS 9 (Aoall (Mall 23041
Y Apaal)l (e JS1 2013 D jlaal) cilllia Gadii day (a9 Al piled (acada dad Bal)
Agmiay) A jlan ) Gliald) a5 dgay (e s jr B el g o Joal) )l i g Aty i paa g (A al)

029 AN il paada cluda) die Al U jlaal) 51 cuila (e adldl] aSal) g
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Ao (2lid) clllie (Gubi 3 J Canl) Ao dijlaall 8 ZLY) 5 ))0) ol les guabd 1-2-3
(Aallall <l Y1) IFRS 9 (A gall Aball £ Jna Bhg (a9 i)
el EIY) Jlaa lthiia aadal day g J Gad) Alse i jluaal) (8 2L Y1 51 s jlaa (uld ad

1Y) @l ghadl) Gany g (Aailal) 2 5a¥1) IFRS 9 (Al
IFRS 9 (Aol Alall g3V Jna Gy (129 8l dah (alia) cilallaia (guabaly (lal) a8 o 2 ]
Gas Al Jlud (awmia zigal Jlaxiabyg da B clibal) i fs a3 odel A Adual) (Adla) il gaY)
cltbia Gkl a9 Jb Gl e Lijlaall 512} g a sl (Al oY) B 1) Gl jbas uldl (LLP)
(A @52 IFRS 9 (sl (Aall £30Y) s
Chlsll < 2015 — 2013 558U P 4 LEAY) cliaiuall Glual Mean gsbwal) bl luda) o3 2
G oS Al pal) Adad 4 Laay) cliadiual) dad 0 Lasie aSl Al 2L B0 clujlea 0o
CulS 1Y) ranua uSall g ozl Bl il jlaay a gl Eiagdl Al Gijlaal) O iray ¢ bual) T giall
asllY Gl e dijladl Ol ra obwadl bagiall dad e B A LEaY) cliaiual) dad
LY B0 Sl jlas
il laa B cpll) gaa e adsl dldg Std. Dev. bl Gilady) dad Glada) ) sy a5 3
CF By (o jlaall Gl Y A il 1) (bl (o) Al 3 5 Caad) Ade G jlaal) B 2L Y1 510
Adiliia By LY B0 Gl laay agli Gyl de dijlaadl ¢l ey (alual) gl dod
. e uSally (usald)

Ao (alidl) cldhie ki g8 de ijlaall lasy) Jolail) @il (3) Jsaad) Gmms
@ Gl A Cijlaall &gl Al ail sills IFRS 9 (o) (Aall 391 Jhnal (g (g
O O A 2015-2013 55580 (LLP) oAl silud pavia ziga

(g (19 Al dah (alial) cillaia (guabal 22y Abe i jluaall dlaay) Jladl) il (4) Jgaad
e Ujlaall 4 gicd) Adlal) ail gill g |FRS 9 (Al Alall £3LY) Ll
:2015-2013 558U (LLP) G2 g8l il paaia gigal b Cal)

(3) Jsd
EIY) e (Bl (1209 A1) dah (2ldAS) cilallala (gt 38 G ) Ao i jlaall laa) Jolasl) il
2015-2013 35U |FRS 9 (sl

. Std. Dev. Mean DLLP: NDLLP: LLP: . .
i) il ady) L) Ja olf GilEariocall 2 Gliaiial) fiatod) el A i paal) acil
sl i S 4 sy 4y - e
o aa 0.007268283 | 0.017005665 0.021493187 0.016906070 0.038399257 | 2015 ("“y‘ i yadl
it 12 | 0.007268283 | 0.017005665 0.008619873 0.026716725 0.035336598 | 2014 Sl
e 0.007268283 | 0.017005665 0.020903936 0.001432199 0.022336135 | 2013 i
wiea 12 | 0000134765 | 0.013678321 0.013527856 0.009945596 0.023473452 | 2015 La3l) i el
e baa 0.000134765 | 0.013678321 0.013719179 0.016057885 0.029777064 | 2014 ¢3 3 )
e 0.000134765 | 0.013678321 0.013787929 0.017391562 0.031179491 | 2013 e
e aa 0.005109258 | 0.003565888 0.004780593 0.011635228 0.016415821 | 2015
wiea 1€ | 0.005109258 | 0.003565888 -0.002041253 0.011673502 0.009632249 | 2014 ks L paa
e 0.005109258 | 0.003565888 0.007958324 0.005112014 0.013070338 | 2013
e 0.002161293 | 0.019159934 0.020012764 0.034263612 0.054276376 | 2015 5 G
e baa 0.002161293 | 0.019159934 0.020764701 0.030059398 0.050824099 | 2014 JJ:J :;4‘
wistea £ | 0.002161293 | 0.019159934 0.016702337 0.200086051 0.216788388 | 2013 ’
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(4) Jydl
EY) i (5 (2 9 8 dad (alidl) clallaia (gradal ay Ciagl) Abe i jluaall dlaa) Juladl) ili
2015-2013 3 5484 [FRS 9 (A9 Al

. Std. Dev. Mean DLLP: NDLLP: LLP:t )
iyt <l ady) Loy gial) ciliatioal) & cliaiod) . | Al i paal) pu)
s Jopal IR P 4 sy i) laa)
ujas £ | 0.000741166 | 0.001359 0.00080236 0.02368747 | 0.024489827 [ 2015 | g
sjas | 0.000741166 | 0.001359 0.00240662 0.02742716 | 0.029833782 | 2014 | <y
ujas £ | 0.000741166 | 0.001359 0.00086848 0.04361987 | 0.044488341 | 2013 -
uas & | 0.000297228 | 0.000613 0.00049778 0.02045210 | 0.020949876 | 2015 ]
uas & | 0.000297228 | 0.000613 0.00031988 0.02557396 | 0.025893846 | 2014 | €7 o
sjas | 0.000297228 | 0.000613 0.00102024 0.02847813 | 0.029498371 | 2013 v
ujas £ | 0.000377336 | 0.000711 0.00054875 0.01020883 | 0.010757581 | 2015
ujas & | 0.000377336 | 0.000711 0.00035257 0.00858572 | 0.008938284 | 2014 | sk ijas
as | 0.000377336 | 0.000711 0.00123287 0.01200022 | 0.013233086 | 2013
kas | 0.000791536 |  0.003359 0.00445050 0.03553275 | 0.039983253 | 2015 o
e jas £ | 0.000791536 | 0.003359 0.00302735 0.04173909 | 0.044766437 | 2014 | 7 7=
e Jas £ | 0.000791536 | 0.003359 0.00259860 0.02518087 | 0.027779471 | 2013 s

Gk J (3) Jsaad) B Ak gal) Gl Le i jlaall Alan) Juladl) milh A (e iy 4
<l gl IFRS 9 (Al (Aual) E3Y) slaa (Bhy (jag 8 dad (alidily (ubiilly il oY) cilidhia
: ol L 2015-2013 56l (el

B il jlaay A1 al) YY) G paal) ald laay) Jeasl) Aol cpgdil ¢ el Y G aal) |
hgl Ao (o Si DLLP 43 58Y) ciliaioal) dad < gl Gum 2015 4y 2013 4w b g Y
Alia 3y 9 LYY 303 o laay i paal) ald jedas LaS ¢ 4 LAdY) cliadicill £ ganal (abaal)
buall gl dad e a2y (0.007268283) Std. Dev. g kel il A (58 BA e llly
.(0.017005665)

il laay gladl) A1 all G paal) ald Alaal) Jladl) daii < gl ool B all i padd) o
dad S DLLP 4 tfdy) ciliaiuall dad of ua e 2014 4wy 2013 4w 2 gLV 30
Bugas gL B0 il jlaay Gipaal) ald gl LS ¢ 4 LEAY) ciliaial) £ ganal (abwad) o gl
bugh dad o amy (0.000134765) Std. Dev. bmall il ad¥) (s8N (ra lliy Ailia
.(0.013678321) Mean (bwall

L A LY 300 o laay ddhy Gipnan b laa) Jladl) dagii ¢ gl saldiy diwan @
g 5axal (bl baca gl) dad (o S DLLP 4 i) ciliatioal) dad ¢ Cua (10 2015 4y 2013
QS A (e el g Adiliia B ) gay oY) B 1) Cilealaay i paal) b gl LaS ¢ 4y LAAY) ciliaiocal)
.(0.003565888) (bwall o gll 4ad (e 32 (0.005109258) Std. Dev. s bsall il ady)

BN il laay Aol &l ipan ald Alaay) Juladll dagii coyelil c el edl dipan &
bl Lo (a8 DLLP 4bidy) cliaiuall dad o Cua (e 2014 dduy 2013 A & gL Y)
8ages TV Bl il lasy i paal) ol ey LaS (Mean 4 LEaY) cliaiuall g ganal (ol
bogll dad e 1y (0.002161293) Std. Dev. gobmall Cia) Gs8 DA e dllly Al
.(0.019159934) Mean (bwall

AAY) Gipaall Gk ¢ Adasa (0.020903936) 2013 Adw YA A LAY ciliaiuall Aad o cijgh 7
L Ay My Ui paa" Gk (e il 388 (0.007958324) 4 LEAY) cliaiuall dad o) Ll o' ) )
Ll 1 el gl i paa Gl (e Adaa (0.020764701) LAY cliaiuall dad e cils 2014
S 2015 D Ay 1 pdly Mty Ui paa” Ciph (e Gl 288 (20,002041253) 4 LERY) ciliaiuall 4o
Aad Al Ll "Bl Y i paall” sk (e Alaes (0.021493187) 4 fiY) cliaiuall ded o
1 G peaa” G e Alaa @il 388 ((,004780593) ALEaY) ciliaioll
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Gk 3y (4) Joaal) (B dad gal) Gl Le i jluaall Alaay) Juladl) mildd P (e @y L5
<) 3391) IFRS 9 (Asal) Alal) E3LY) Jbma Gy (gl Ao (alidily Gulllly il ey ciliaia
s il L 2015-2013 5880 (4wl

BN A jlaay (A1l AAY) Cipaal) sl laay) Jaladl) daii gl 1B all AAY) G aal)
ibenll gl dad G S DLLP 4088y cliaieall dad o) Cus (0 2014 4w 4 zLY)
Qld g Aiilia 8 ) ey LY B1) A jlaay Ui uaiall ald jeliy LaS (Mean 4 bfaY) ciliatical) g ganal
Mean (bwall hugll Lad e 303 (0.000741166) Std. Dev. ¢okeal) Gilaiy) 8 BA Ga
.(0.001359)

djlaay A1 all AaY) Gipaal) ald laal) Jadail) dais cpghil s ladl) 31 all dipadl) o
rbeal) o gl) Aad (o paS) DLLP 4 Lisy) cliaiual) dad O Cua (0 2013 D A LY 1)
Qi3 g Adilia B e LY 803 duajlasy Uil ol jeliy LS cMean 4 LiaY) ciliaiual) £ ganal
Mean (buall bugll 4ad e 1y (0.000297228) Std. Dev. ¢okeal) Gl aiy) s A (e
.(0.000613)

B Y B0 A ey (Bl Y G paal) sl lanl) Jail) Al ¢ pedil saldhy Gipan
goaxal luall bugl dad (e St DLLP 4 kidy) cliaiual 4ed of s ga 2013 Lu
A (e el g Alia B gucs gl W) 8 1) dus jlasy Ui uaall ol el LaS < Mean &g LSaY) ciliaiol)
Mean wall bl 4ad e 22y (0.000377336) Std. Dev. gbaall Giljady) g8
.(0.000711)

BN A jlaay (A1 all AAY) Gipuaal) ald ilaay) Juladll dais gl o Aol j9dl dipan &
i) bagll dad (o S DLLP 4 uiaY) cliaiual) dad of dua (e 2015 4w b gLV
Al g At 3 g LY 808) A jlaay Ui paal) sl el LS cMean 4 LiaY) ciliaiual) g sanal
Mean bwall hugll 4ad e 103 (0.000791536) Std. Dev. ¢okeal) Gl i) s A (e
.(0.003359)

i paa" b e daa (0.00259860) 2013 e DA 4 Liay) cliaiuall 4o Jef gl 7
Cra b 388 (0,00086848) cliaiawal) il 3o Lal o' A gall g

4y JEAY) cliaiuall e o i€ 2014 Al by " all LAY Ui puaall Gish

4 aY) cliaieall dad bd Wl o dgall jedl cipaa’ dijh (e A (0.00302735)
dad o] cils 2015 4w Ay Al gl dipraall" dijh e claw 388 (0.00031988)
Cliatoall Aad Aol Ll " Agall ) 9l L paa sk e Adasa (0.00445050) 4o Lisy) ciliatoall
B ad) g el C el Gl (e Al il 238 (0.00049778) ALY

dad (alidl) cilallie Guli g J8 Gagl) dde cijbaall ilaay) Gulill mildl 4l 22 6
Suad (LY B 1) Ao jlaa (RUAT) cpi ((Aalladl @l gaYl) TFRS 9 (Al £33 e Bhg (25 Al
L (aliad) cildhie Gadad sy cliatoal) lea) ) 4oLAY) cliatud) L alisd) dld ¢e
haa) N AULEAY) cliatual) A olial B (5) desad) Cumy el e Gijlaall Gag Al
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Reflection of applying the requirement of IFRS 9 regards impairment of Banks
loans on earning management in Iraqi Banks
Abstract

Impairment of financial assets defined according to IFRS 9 as the
difference between all contractual cash flows that are due to an entity in
accordance with the contract and all the cash flows that the entity expects to
receive, the entity should estimates all the cash flows through looking to the
contract terms during the life time period of the assets or for shorter period if
possible, the cash flow should include the amounts of selling any collateral taken
or any other enhancement. On the other hand, the Central bank of Iraq
guidelines regards impairment differ from the IFRS 9 that’s does not consider
the collateral value on calculating the impairment that’s effects on the net profit
through recognizing exaggerated loss and at the same time indicator to earning
management.

This research aimed to present and analysis the requirement of IFRS 9
regards impairment, in addition to implement these requirement and show its
effect on earnings management of sample of Iraqi listed private banks using loan
loss provision model.

The research had several findings; the most important is decrease the
earning management practice for the sample of Iraqi listed private banks after
implementing IFRS 9 regards impairment. Also, the research had suggest several
recommendations, the most important is urged the officials at the Central bank
of Iraq and those whom preparing the laws, instructions and guidelines the
necessity of amendment the guidelines that currently in use to be reconciled with
the requirements of IFRS 9 (financial instruments) and harmony with the Iraq
environment for these standards, in addition to, provide the required
requirement.

Keywords: Financial assets, Impairment of financial assets, loan loss provision.
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