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Summary:

Finance leasing plays a significant and important role in developing
and revitalizing the Iraqi economy after the major recession it has
suffered. It is a valuable means of financing for both public and private
sector companies in Irag, in addition to its significant role for the lessor,
the lessee, and the Iragi economy alike. However, this contract faces
significant legal obstacles, given that it is new to Iragi reality and
legislation. It is not regulated by law or even a separate section within a
law, despite its great importance, especially given the development
revolution Iraq is undergoing and the attempts to attract and encourage
investments, whether by lIraqgi, Arab, or foreign companies, which
require a legal and legislative framework to pave the way for such
massive projects. The widespread absence of such legislation in Iraq, and
the failure of Iraqgi legislation to keep pace with comparable legislation
on such issues, has created significant frustration for Iragi and non-Iraqi

investment companies, who are attempting to establish the foundations
for such important legislation.
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@D Electronic Code of Federal Regulations (e-CFR) Title 47—
TelecommunicationCHAPTERI—FEDERALCOMMUNICATIONS

COMMISSIONSUBCHAPTER B—COMMON CARRIER
SERVICESPART 32—UNIFORM SYSTEM OF ACCOUNTS FOR
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TELECOMMUNICATIONS COMPANIESSubpart C—Instructions for
Balance Sheet Accounts§ 32.2681 Finance leases.

2 BRUNEAU (Ch.), Le crédit-bail mobilier, la location de longue durée et la
location avec option d'achat, Banque éditeur, Paris, 1999, P164.
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(15 § 32,2681 Finance leases.

() This account shall include all property acquired under a finance lease. A
lease qualifies as a finance lease when one or more of the following criteria
is met:

(1) By the end of the lease term, ownership of the leased property is transferred
to the leasee.

16 § 32.2681 Finance leases

(b) All other leases are operating leases.

(c) The amounts recorded in this account at the inception of a finance lease
shall be equal to the original cost, if known, or to the present value not to
exceed fair value, at the beginning of the lease term, of minimum lease
payments during the lease term, excluding that portion of the payments
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representing executory costs to be paid by the lessor, together with any
profit thereon.

@7 4y At the inception of the lease, the present value of the minimum lease
payments, excluding that portion of the payments representing executory
costs to be paid by the lessor, including any profit thereon, equals or
exceeds 90% or more of the fair value of the leased property. However, if
the beginning of the lease term falls within the last 25% of the total
estimated economic life of the leased property, including earlier years of
use, this criterion shall not be used for purposes of classifying the lease.
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19 § 32.2681Finance leases.

() This account shall include all property acquired under a finance lease. A
lease qualifies as a finance lease when one or more of the following criteria
is met:

(1) By the end of the lease term, ownership of the leased property is transferred
to the leasee.

(2) The lease contains a bargain purchase option.
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