
 

Accounting Standard No. (14)

Accounting for Investments

The Board of accounting and auditing standards in the republic of 
Iraq, ratifies in his session that held in 7-5-20017, the Accounting 
standard over the accounting for investments. 

Objective and Scope: 
1. This standard aims to: 

A. Define all types of investments, their concepts, accounting
 and disclosure. 
      B. Distinction between short term and long term investments
 which read to magnify the revenue through increasing the 
 production and economic prosperity. 

C. Distinction between the investments in trust companies
     and companies specialized in investment. 

      E. Clarify the accounting handling style to possess, disposes 
 and reclassifies the investment and the accounting
 handling for transfer. 

2. This standard will be applied to the enterprises, which invest 
their funds in other companies or with assets, in order to 
achieve the profits or obtain on the annual revenues and 
achieve the prospective benefits. 

3. The following terms are used in this standards according to ,their 
definite meanings: 
An Investment: 

Is an asset held by an enterprise for the accretion of wealth 
through distribution such as interests, royalties' dividends and 
rentals for capital appreciation or for other benefits to the 
investing enterprise such as those obtained through trading 
relationships. 
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A current Investments 
This investment have high capability for marketing which 

acquired high degree of liquidity, the holding intention should 
not increase over a year and this investments (internal or 
external) include both the periodical deposits and securities 
(stocks and shares). 
A Long-term Investment 

Is an investment other than a current investment for not 
more than one year. 
An Investment Properties 

Is an investment in land or buildings that are not occupied 
substantially for use by,. or in the operation of, the investing
enterprise. 
Fair Value 

Is the amount for which an asset could be exchanged 
between a knowledgeable, willing buyer and a knowledgeable, 
willing seller in an arm's length transaction. 
Market Value 

Is the amount obtainable from the sale of an investment in 
an active market. 

Classification of Investments
4. An enterprise that distinguishes between current and long-term 

assets in its financial statements should present current 
investments as current assets and long-term investments as 
long-term assets. 

5. The enterprises that work in finance sector such as banks, insurance 
companies which have no intention to allocate their assets to 
finance the current process, therefore, their investments are 
considered obtainable sources for current process, require to 
investments such as current or long term according to the activity 
and dealing with these assets. 
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9. The investments of securities are classified within the current 
assets when the following conditions are provided: 

A. The purpose of buying the securities is a temporary 
investment of cash surplus which does not continue over a 
financial year or an operating cycle which one is lower. 

B. A enterprises capability to sale its investments of securities 
in short tin1e and without any difficulties or financial risks 
due to fail the settlement in order to obtain the essential 
monetary for operating them in a suitable time. 

Cost of Investments: 
7. Cost of investments includes the payable amount as an essential 

price for purchasing, adding all the expenditures related to the 
purchasing process, such as commissions, register expenditures, 
subtracting the estimated value against the accrued distributions 
in which the purchasing price is included. 

8. When an enterprise possesses a total or partial investment by 
issuing capital stock or other, so, the cost of investments 
possess is a fair value for issued but not the nominal value. 

9. If the investment is purchased by exchanging with non-cash 
miscellaneous asset, the cost of investment is represent at fair 
value of exchanging assets or with market value of stocks 
(investment) purchased -the one is more objective in measuring-
and adding the direct expenditures related to investments. 

10. Stocks profits, securities interests, properties rentals related to 
investment are revenue for they represent investment yield. 

11. When security represented indebtedness for others are  invested, 
the purchasing date of these securities should be 
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taken into consideration, for the interests should reimbursed and 
accrued per day, therefore the purchaser charges the accrued 
interests value since the date of last payable interest till the 
purchasing date ((which include the payable value for these 
securities, the accrued interests value)), so the accrued of these 
interests should be accounted and registered independently from 
the purchasing cost of those securities. 

12. When the stocks representing the equity are invested, the 
ratification of profits distribution before the purchasing 
process, the (profits) of these stocks consider as investment 
cost recovery and registered independently from the stocks 
purchasing cost, and if there is any difficulty to do such 
reduction, the cost investment should be reduced at accrued 
profits value. 

13. The free stocks are registered at par value in investments for 
reserves account and should be presented at the end of the year in 
the balance sheet to reduce these reserves from investment value.

14. The difference between the acquisition cost and redemption value 
of an investment in debt securities ((the discount or premium on 
acquisition)) is usually amortized by the inventor over the period 
from acquisition to its maturity so that a constant yield is earned 
on the investment. The amortized discount or premium is credited 
or charged to income as though it were interest and added to or 
subtracted from the carrying amount of the security. The resulting 
carrying amount is then regarded as cost. 

Forms of Investments 
15. Enterprises hold investments for diverse reasons. For some

enterprises, investment activity is a significant element of 
operations and assessment of the performance of this activity. 

 112



 

Some hold investments as a store of surplus funds and some 
hold trade investments in order to cement and trading 
relationship or establish a trading advantage. 

16. There are many investments which could be either temporary 
or short-term investments and summed up in the following 
main groups: 

 A. Investment stocks:- which represent investment
instruments of equity's instrument for other projects, 
where the investor owns and share of other projects 
capital. 

B. Investments securities:- which represent an investment by 
purchasing securities issued by other, such as the 
securities issued by joint stock companies or 
governmental securities. These investments represent 
debt instruments (securities). 

C. Depositing monetary in the banks in the saving and current 
accounts. 

D. Certificates of deposit. 
E. Miscellaneous marketable securities. 

17. The long term investment are summing up in the following 
main groups: 
A. Investment in properties. 
B. Investment in insurance policy. 
C. Investment in stocks and securities. 
D. Miscellaneous marketable securities. 

Carrying Amount of Investments 
Current ((short-term)) Investments 
18. Short-term investments classified as current assets should be 

carried in the balance sheet at the lower of cost and market value.
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. 
19. In unspecialized investment enterprise, the total value of

investment p011folio should be determined on the base of each 
investn1ent classification but not considering all investments as 
one group, where the loss should be compensated in some 
investment from unrealized profits for other investments. 

20. The fluctuations of stocks market prices in the interest of enterprise 
are accounted due to choose the market value in the date of budget 
sheet's preparation. 

21. If the cost is higher than the market value for the current
investments portfolio for equity, the subtraction is adapted as a
base to consist fall allowance in the market value and register the 
unrealized losses in the budget preparation' date, whereas the 
unrealized gains are not considering as income. 

22. The unrealized losses account should be closed in the profits 
and losses account, whereas the market value fall allowance 
would be subtracted from the current investment in the budget 
sheet. 
e.g:- The current investments portfolio consists the following:

 Cost- Market - Unrealized profits 
 Dinar Dinar (losses) 
Investments in A Co. stocks 2000 1500 ( 500) 
Investments in B Co. stocks 7000 8000 1000 

Investments in C Co. stocks 6500 I 2500 ( 4000) 

The total I 15500 12000 (3500) 
Required allowance   (3500) 

Long-term Investments: 
23 Investments classified, as long-term assets should be carried in 

the balance sheet at cost. 
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24. When a permanent reduction occurs in the value of long-term 
investment, the listed value should be reduced, in order to 
acknowledge the loss due to this reduction. 

25. The profits and losses account should be allocated with an 
amount, that means, any permanent reduction in the listed 
value for long-term investments. 

An Investment Properties: 
26. The investor invests his funds in purchasing prope11ies, in 

order to obtain revenues by leasing for others, or operating 
these properties as tourist enterprises by the investor himself, 
or invests his funds in purchasing the agriculture lands or 

 establishing factories...... Etc. these investment propeI1ies are
handled as fixed assets and submitted to the annual 
depreciation and the cash flows due to the investing in these 
possessions are completely independent from other assets 
owned by the enterprise. The following examples consider as 
investing possessions: 

• Lands owned for long term investment hoping to 
increase their values but not for short-term sale by 
the usual way of action. 

• Buildings owned by operating enterprise (or by 
financing lease) leased according to a lease or 
operating leases.  

• The abandoned building, but owned, in order to 
lease them according to a contract or more of 
operating contracts. 

27. In specific cases, the enterprise provides helping services to the 
possessions occupants owned by enterprises. It deals with this 
possessions as investments, when these services are the less 
element in the transaction, e.£:- the owner of a building-which 
consists bureau- should provide custody and maintenance services 
to the lessees of this building. 
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28. In other cases, the services are impol1ant element. e.g:- when the 
enterprise owns and administrates a hotel, the services -introduced 
to the guests- are the most important element in the transaction. 
Therefore, possessing and administrating a hotel is not investment 
possessions. 

29. When the investment possessions become stockholders equity, they 
should be revalued and fixed at fair value fron1 the date of usage 
change expectation. If the stockholders equity become investn1ent 
possessions, so, it should be admitted of any increase or decrease 
which are not acknowledged previously in the fair value after the 
date of change in net profit or loss in that period. 

Disposal of Investment: 
30. When any investment is disposed or saled, the difference between 

the obtainable value of this disposal and the book value, 
registering a profit or loss should be taken into consideration 
according to the situation. 

31. When apart of specific investment owned by the enterprise is 
saled, the saled part of listed value should be accounted, which 
identified on the base of the listed value average to the total of 
holding investment portfolio. 

Switches of Investments in a Portfolio 
32. An enterprise with significant investment activity typically

maintains a portfolio of investment in which it trades constantly. 
In doing so, the enterprise seeks to improve the qualify and yield 
of its portfolio of investments. On disposing of a particular 
investment, funds released are available for reinvestment or may 
remain as the cash element. 

33. On disposing or saling a specific investment of portfolio
 investment, the difference between the saling releases net on a 
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hand, and the listed value on the other hand represents realized 
profit and loss and should be admitted immediately in the profits 
and losses accounts. 

Transfers of Investments 
34. If the long-term investments are transferred as current

investments, it's preferable to list them in independent clause. 
The value, in which the transfers of investments are fixed, 
depends on the base of cost or n1arket value -the one is lower-. 
If the market value is lower than cost, the difference is 
transferred losses (realized losses) and suspended in profits and 
losses account. If the cost is lower than market value, the 
difference should not be taken into consideration (35). If the 
current investments are transferred to long term investments, 
the accounting should be based on the cost or market -the one 
is lower- in transfer's date. If the market value is lower than 
cost, the difference in market value is considered as realized 
losses and an element of losses and profits accounts. 

Specialized Investment Enterprises 
36. Specialized investment enterprises which are prohibited from 

distributing profits on the disposal of investments may 
exclude from income changes in value of investments, 
whether realized or not, provided they carry their investments 
at fair 
value. Such enterprises should include in the financial 
statements a summary of all the movements in value of their 
investments for the period. 

37. There are specialized investment enterprises whose main business 
is the holding of a portfolio of marketable securities as an 
investment vehicle for their individual shareholders. These 
enterprises carry their investments at fair value, usually market 
value, because this is the most appropriate basis in the 
circumstances. They regard realized profits and losses on their 
investments as being the same in substance as unrealized gains 
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and losses and therefore account for them in the same way. They 
disclose a summary of all the movements in the value of their 
investn1ents for the period. 

38. The constitution of these enterprises prohibit the distribution 
as dividends of profit on disposal of investments and require a 
distinction to be drawn between income arising from interest 
and dividends and the gains or losses arising on the disposal 
of the investments. Hence, these enterprises exclude from 
income all changes in value of investments whether or not 
they are realized. 

Disclosure 
39. It should be disclosed on the accounting policy to determine the 

carry value of investments. 

40. It should be disclosed on the book value of investment 
properties (costs of investment properties - the allowance of 
accumulated depreciation) within the item of fixed assets. 

41. The disclosure, in profits and losses account, should be over: 
A. Investment revenues obtained from: 

• Interests, revenues, profits distribution, rental, 
whether by the current or long-term 
investments.  

• Profits and losses due to sale or transfer the 
current investments. 

• Fall in the market value for emerging the 
current 

 investments at cost or market -the one is lower-. 
B. Permanent values in the value of long-term investments. 
C. Profits and losses due to sale or transfer the long-term 

investments. 
42. In the administration's report, the disclosure and analysis
 should be over the following information: 

• The market value of marketable investments. 
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• The fair value of investments properties if they are 
accounted for as long-term investn1ents. 

• Significant restrictions on the investments or 
remittance of proceeds and the income of sale. 

• An analysis of the investment at those enterprises 
which have the main dead in investment. 

• An analysis of the portfolios. of long-term investment 
according to their categories. 

• Details of any single investment which represents a 
significant proportion of the rep011ing of enterprises 
assets. 

• Any privilege of enterprise due to the investments 
such as the membership in the administration' s 
councils. 

43. This standard should be applied on the final accounts 
 statements as of 31 - 2 - 2001. 
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Appendix No. (1) 

This index to illustration only and dose not form part 0f the 
standard:  

Statement of tax account for the ending financial year in: 

xxx 
xx Net profit 

(-): discharges according to 
the local laws 
Differences between 
Incomes 
Net profit before tax 
(-): circulated loss according 
to law 
Income tax for the current 
year before minus of loss 
circulated 
500000 x 25 0/0 
(-): tax surplus as result of 
amortization of circulated 
losses 
500000 x 25 % 
Current tax expenses 
Net profit after tax 

(+/- ) 

xx 
500000 

200000 

300000 

125000

50000
(75000) 
225000 
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