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Memorandum of Understanding 
 

Between 
 

Central Bank of Iraq (CBI) 
  

And 
 

NGOs Directorate  
 
 
I. Introduction 
 

USAID-Tijara has been working since inception in 2008 with the 12 
partner microfinance institutions (MFIs) operating in Iraq to develop the 
microfinance industry whereby the MFIs can offer inclusive financial 
services that meet the needs of the poor and women (target groups that 
have been previously excluded from the finance sector). Since USAID-
Tijara Program will conclude its mandate when its term expires in January 
2013, it is desirable to ensure that the progress made thus far is not 
compromised and that the supervision and oversight which Tijara has 
provided is continued. In view of this, in conjunction with the CBI and 
NGOs Directorate, it has been considered necessary to develop an MOU 
between these authorities to ensure ongoing oversight of the microfinance 
institutions for the necessary continued progress and contribution to the 
finance sector. This is the basis of this MOU which is developed to 
document the relationship and working arrangements of both CBI and 
NGOs Directorate in exercising the said oversight.  

 
II. Purpose and Scope 
 

The purpose of this Memorandum of Understanding (MOU) is to: 
 
1. Clearly identify the roles and responsibilities of each party as they 

relate to providing oversight on the microfinance industry in Iraq in 
recognition that the microfinance institutions (MFIs), registered as 
non-governmental organizations under The Law of NGOs (Law 
number 12 of 2010), have an important role in providing access to 
finance for the poor households and micro and small 
entrepreneurs.   

 
2. Note that the NGOs Directorate has the mandate to register and 

supervise the NGO MFIs in Iraq. NGO Directorate recognizes the 
specific nature of the MFIs’ operations, and that it requires 
specialized financial knowledge and expertise to provide oversight 
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and guidance to NGO MFIs to operate as responsible important 
contributors in the finance sector.  

 
3. Note that the CBI has the skills and expertise necessary to provide 

guidance on the operating requirements in the finance sector and 
other support services in its responsibility to ensure continued 
stability in the sector but does not have a direct mandate to 
regulate NGO MFIs that operate in Iraq.      

 
III. Roles of the parties  
   

The roles of each of the parties in the Iraq financial and governmental 
environment are as follows: 

   
1. Central Bank of Iraq 

 
i) The (CBI) is responsible for effective regulation of banks and 

non-bank financial institutions.  
ii) Effective regulation ensures there is a strong and sound finance 

sector that avails an environment conducive to facilitate 
expansion of access to finance and also protects consumers 
from predatory practices. Furthermore it contributes to both 
national and international stability of the finance sector. 

iii) CBI ensures its effectiveness to maintain a sound finance sector 
through strong systems for management of the sector.  

iv) CBI has adequate resources in terms of skills and expertise 
such that it can apply a professional and independent approach 
that gives it the capability to oversee and enforce compliance to 
laid down guidelines by the banks and financial institutions 
operating in the sector. 

v) CBI has the authority and the skills and expertise to oversee 
and regulate all players in the finance sector that come under its 
jurisdiction as directed in the banking act and other regulations 
by which such players are licensed. Through this authority, CBI 
has the mandate and responsibility to ensure there is a sound 
and stable finance sector. 

vi) CBI will assign the necessary staff to ensure effective 
implementation of its role under this MOU. 
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2. NGOs Directorate 

 
i) The NGOs Directorate is responsible for registering and for 

ensuring that the NGOs operating in Iraq meet all the 
requirements necessary for their registration as per the 
requirements of the law.  

ii) The NGOs Directorate has the added responsibility of working 
in a mutually beneficial manner with the NGOs and for 
facilitating their smooth operations within the law in order to 
build the desired mutual understanding. Building mutual 
understanding is one of the prerequisites for good, effective 
cooperation between the NGOs Directorate and NGOs in Iraq. 

iii) NGOs Directorate will assign the necessary staff to ensure 
effective implementation of its role under this MOU. 

 
IV. MOU Term 
 

The term of this MOU Agreement is ongoing and is subject to review by 
the parties on regular basis to ensure that it remains relevant for the 
desired purpose noted in item II above. 

 
V. CBI Responsibilities  
 

CBI shall undertake the following activities under this MOU: 
 

1. Offer support for NGOs Directorate in reviewing the operations of MFIs 
to ensure that such operations are consistent with the mission and 
objectives of the MFIs as per requirements of their license. 

 
2. Based on findings of the reviews in item 1 above, issue reports of 

recommendations for improvement of the MFIs’ operations to ensure 
that they are making an important contribution through their services in 
the microfinance industry. 

 
3. Provide training and technical assistance to MFIs in conjunction with 

NGOs Directorate to ensure that the said MFIs’ development is 
achieved as necessary to improve their operations in line with 
recommendations made under item 2 above.  

 
4. In conjunction with the NGOs Directorate, provide any other support 

services that may be necessary for MFIs to continue making an 
important contribution in development and growth of the finance sector. 
 

5. Draft regulations for NGO microfinance institutions as necessary 
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VI. NGOs Directorate Responsibilities  
 

The NGOs Directorate shall undertake the following activities under this 
MOU: 

 
1. Provide necessary support to the CBI in its role under this MOU as 

noted in item III above. 
 
2. Share information on MFIs as may be required by CBI in carrying out 

its activities under this MOU 
 

3. Provide periodic reports on microfinance industry to CBI; 
 

4. Take necessary actions on recommendations of CBI’s reports; 
 
VII. Effective Date and Signature 
 

This MOU shall be effective upon the signatures of both the CBI and 
NGOs Directorate authorized officials and shall remain in force unless 
terminated by both parties upon the regular review noted in item III above. 
 
Both CBI and NGOs Directorate indicate agreement with this MOU by 
their signatures as follows: 

 
Signatures and dates: 
 
 
 
 

Authorized signature – CBI:  Authorized signature – NGOs 
Directorate: 

Name of signatory:  Name of signatory: 
   

Signature:   Signature:  
   

Date:  Date: 
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