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Background
Since the release of Insurance Law no.10 in 2005, the Iraqi Insurance Bureau has circulated
several instructions in an attempt to ease the implementation of the law.
Our intent here is to provide insight into the new regulations for the beneﬁt of CEOs, CFOs,
investors, auditors, and others who might have an interest in learning or even entering the
insurance market in Iraq.
For further information, contact:

Ayad Mirza
Country Managing Partner
Tel +964 770 694 6554
aymirza@deloitte.com

Bahaa Arnouk
Audit Senior Manager
Tel +964 750 77 66 918
barnouk@deloitte.com
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Types of insurance licenses
Law no. 10 of 2005 charted prerequisites
for registering insurance companies in Iraq;
it also outlined requirements for granting
licenses to operate which are subject to
annual renewals.
Following this, Instruction no. 9 of 2006
sanctioned two main types of insurance
licenses to be granted:

Life insurance
This license gives its holder the right to
issue life, personal accident, and medical
insurance policies.

Fun is like life insurance, the
older you get, the more it
costs. – American cartoonist
Kin Hubbard

General insurance
This license gives its holder the right to
issue a wide range of insurance policies,
such as marine, goods & freight, vessel and
aircraft, civil responsibilities, ﬁre, medical,
personal and accident, theft, cash and
trust/custodian.

Compulsory capital requirements
and minimum deposits
Instruction no. 3 of 2006, amended by
Instructions no. 13 of 2009 and no. 15 of
2011, mandated that insurance companies
must meet certain capital requirements and
guaranteed minimum deposits as follows:

Minimum deposits
Depending on the type of license, insurance
companies must maintain the following
deposits:

5 billion

of the minimum capital requirements for life
insurance licenses; and

Capital requirements
IQD

for those insurance companies established
before the issuance of Instruction no. 15 of
2011; and

15 billion

IQD

for those insurance companies established
after the issuance of Instruction no. 15 of
2011.

for each type of general insurance license
granted to the company up to 30% of the
minimum capital requirements.
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Technical reserves
The enacted Insurance Law (no. 5 of 2005)
identiﬁed minimum technical reserves to be
maintained by each licensee:

40%
of net premiums for diﬀerent types of
insurance policies, except for marine
insurance;

25%
of marine insurance net premiums; and

100%

These technical reserve calculations were
further re-visited by the Insurance Bureau
and detailed in Instruction no. 2 of 2006 as
follows:
• Based on the allocation of net premiums
over term of the issued policies (in days),
annual NPs and technical reserves can be
calculated accordingly;
• Irrespective, technical reserves must not
be less than 40% of the calculated net
premiums for life and general insurance
policies, and not less than 25% for marine
insurance policies;
• If a policy term is more than one year, the
reserve shall be based on 80% of net
premiums for those speciﬁc policies;
• Technical reserves must also include 100%
of the outstanding claims reported but yet
to be settled; and
• Technical reserves for life insurance
policies should be calculated on an
actuarial basis but must not be less than
40% of net premiums.
Net premium (NP)
=
Produced premiums (–) Re-insurance on those produced premiums
Inception date

Insurance policy period

of the outstanding claims incurred but not
settled as losses (IBNR).

Maturity date
Premiums are allocated over the term of the issued policies.
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Solvency Ratios (SR)
SR at the entity level
Per Iraqi laws and regulations, insurance
companies must maintain a minimum level
of equity to ensure a going concern and
continuity of business. This equity level is
the sum of:

Other basic solvency ratios that must be
considered are:

• Paid-up capital;
• Additional paid-up capital;
• Legal and other reserves excluding
technical reserves; and
• Retained earnings (accumulated deﬁcits).

As a general rule, these ratios should always
be greater than 100%, whereby total assets
are greater than the short-term obligations.

SR (1) = Current assets/Current liabilities *100
SR (2) = Assets/Liabilities *100

Where: the SR should be > 100%

Regardless, the absolute
values of all solvency
calculations should not be
less than the compulsory
minimum level of deposits
explained earlier.

The minimum level of equity is determined
by Instruction no. 3 of 2006, as amended
by Instruction no. 14 of 2009 and,
subsequently, Instruction no. 16 of 2011,
and must be as follows:
IQD

IQD

IQD

IQD

IQD

IQD 5 billion for a general insurance license
IQD

IQD

IQD

IQD

IQD

IQD

IQD

IQD 7 billion for a life insurance license
IQD

IQD

IQD

IQD

IQD

IQD

IQD

IQD

IQD

IQD

IQD 10 billion for a re-insurance license
IQD

IQD

IQD

IQD

IQD

IQD

IQD

IQD 7 billion for exceptional cases, where
insurance companies obtained licenses for
both life and general insurance before the
eﬀective date of the Law no. 10 of 2005.
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Solvency Ratios (SR)
SR at the policy level
In addition to the previous criteria, other SR calculations should be considered per type of
insurance license to ensure that minimum technical reserves are maintained:
For life insurance companies

For general insurance and non-life
insurance companies

SR greater or equal to

SR greater or equal to

0.3% of

20% of

The total value of the current
insurance premiums

The current received premiums
minus

minus
Re-insurance premiums up to 50%
of the insurance premiums

4% of
The calculated technical reserves,
provided that the re-insurance
premiums shall not exceed 15% of
the technical reserves for the
calculation of net premiums

Re-insurance premiums up to
50% of the insurance premiums

25% of
Net paid claims from the
re-insurance received claims
plus
Additional net outstanding claims
reserve booked during the year, where
the deducted re-insurance shall not
exceed 50% for the claims reserve
calculation
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Investment criteria
It is permitted for insurance companies
to make investments if, and only if, the
following conditions are met:
Real estate investments
Property investment in buildings or land is
permitted as long as:
• Ownership and title is transferred to the
insurer;
• Such investments are not pledged or used
as collateral to third parties;
• Investments in agricultural land are not
permitted since they are not readily
marketable.
Financial instruments
Short or long-term investments in the
following ﬁnancial instruments, excluding
cash, are permitted:
• Bonds, treasury bonds and securities;
• Covered loans, where each loan balance
does not exceed 60% of the value of the
real estate, and such guarantee should be
pledged for the interest of the insurance
company. Additionally, covered loans
should not exceed 1.5% of the total capital
of the insurance company.

While nothing is more
uncertain than a single life,
nothing is more certain than
the average duration of a
thousand lives. – American
mathematician Elizur Wright*
Investments in ﬁnancial instruments must
also comply with the following conditions:
• They should NOT exceed 10% of the
insurer’s capital;
• They should NOT exceed 20% of the
company’s shares, the insurer invested in;
and
• They should NOT be investments in other
insurance companies operating in Iraq,
with the exception of re-insurers, whereby
they are allowed to invest in other
insurance companies operating in Iraq but
must also comply with the conditions
explained earlier.

Local insurance regulations in Iraq, in comparison to international best practices,
are still in their infant stages. Nevertheless, tremendous potential exists to
develop this industry and its regulatory environment.
A steady increase in population ﬁgures (expected to reach 40 million in the next
few years according to World Bank data), and a healthy stable economy are likely
to attract new players into the Iraq market.

*Considered the “father of life insurance” for
his pioneering work in actuarial tables
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