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Independent Auditors” Report

The shareholders
CGihazanfar Bank

We have audited the accompanying financial statements of Ghazaniar Bank (“the Bank™).
which comprise the statement of financial position as at 31 December 2010. the statements of
comprehensive income. changes in equity and cash flows for the year then ended. and notes.
comprising a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and the
requirements of the requirements of the Law of Banking in Afghanistan, and for such internal
control as management determines is necessary to cnable the preparation of financial
statements that are free from material misstatement. whether due to fraud or crror.

Auditors” Responsibility

Our responsibility is 1o express an opinion on these financial statements based on our audit.
we conducted our audit in accordance with International Standards on Auditing.  Those
standards require that we comply with ethical requirements and plan and perform the audit 1o
abtain reasonable assurance whether the financial statements are free from  material
imisstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment.
including the asscssment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments. we consider internal control
relevant 1o the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances. but not for the purpose of
expressing an opinion on the eifectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion,
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KPMG Afghanistan Limited

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of
the Bank as at 31 December 2010, and of its financial performance for the year then ended in
accordance with International Financial Reporting Standards and the requirements of the Law
of Banking in Afghanistan.

KPMG Afghanpistan Limited
28 March 2011
Kabul
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Ghazanfar Bank
Statement of cash fows
Lo the vear ended 31 Decenber 201

Cash flows from operating activitics
1.0ss before income tax
Adyustnients for:
Depreciation
Amortzaion
Giain on disposal of property and equipment
I-xchanee gatis on cash and cash cquivalents
Net Impairmesit allowance on financial assets
et interest income

Change in loans and advances to customers-net
Change in other asscts

Changg in deposits from banks

Change in deposits [tom cusiomers

Change n other liabiities

interes. received
Interest paid
Net eash from operating activities

Cash fiows from investing activities
Purchase o1 property aud cqaipment

Purchase of intangible assct

Procaces froin dispusal ot property and cquipinent

Noi canh ased in investing activities
< ash tows (rom finaucing activities
Proceeds from issue of shares

Net ensh from financing activities

Mot increase in cash and cash cquivalents

Cash and cash cquivalent at beginning of the period

Fifeer of exchanee difference on cash and cash cquivalents kield

Cash and cash equivalents at year end

Ihe annexed notes | 1o 24 are an integral part of these firancial statements.
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Ghazantar Bank

Statement of financial position

ls e 30 Decembet 2040

Assets
Cash and cash cquivalents

l.oans and advances 1o customers

Property and cquipment
Intangible asscts
Deferred Las asscels
Other assets

Total assets

Liabilities
Deposits from banks
Deposits [rom customers

Total liabilities

Equity

Share capital
Retained carnings
Fotal equily

Total liabilities and equity

The annexed notes | to 24 are annteg
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2010 2009
Notc Afs 000 Als '000"
4 2,014,841 696,188
53 1,968,341 823,605
0 147,620 293013
/ 2,651 4 885
8 28,587 18,307
Y 233,218 93,511
4,395,544 1,931,509
1 685,100 48,803
Iy 3,112,896 1.385.785
I 46,036 2,527
3.844.032 1.437.115
I 667,020 367.620
(116,108) (73,22();‘
551,512 494,394
4. 395,544 1,931,309
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G hazanfar Bank

Statement of comprehensive income

Fon i vear ended 31 December 2010

i

Interest income
Interest expense
Net interest income

IFee and commission income
[Fee und commission expense

Nete

14

I3
13

Net fee and commission income

Other operating income

Qperating income

Personnel expenses

Operating icase expenses
Depreciation and amortization
Other expenses

L.oss before income tax

Income tax income
Laoss fur the period
Other comprehensive income

L.oss for the period

16

1y

The annexed notes 1 to 24 are an integral part of these financial statements.
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(25,088) (38 .86t
(138.828) 3433
(53.462) (91.333%)
10,380 18.307
{42 382) 1732.226)

Director



Ghazanfar Bank
Statemeat of changes in equity
For the year ended 31 December 2010

Share capital

L ARS000

Opening balance -

Contributions by sharcholders:
Issuance of shares 567.620

Total comprehensive income for the period:

[.oss for the period .

Retained
carnings

Afs '000°

Total
Afs 000"

567,620

Balance as at 31 December 2009 567.620

Contributions by sharcholders:
Issuance of shares 100,000

Total comprehensive income for the period:
|.oss tor the ycar -

Baiance as at 31 December 2010 667,620

(73.226) (73.226
B (73.226) 494394
- 100,000

(42,882) (42,882}
(116,108) 551,512

I'he annexed notes | to 24 are an integral part of these financial statements
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 2010

1. Status and nature of operations

Ghazanfar Bank (“the Bank™) is a commercial bank registered and operating in Afghanistan.
The Bank obtained a business license from Afghanistan Invesiment Support Agency
(“AISA™) bearing No. D-29098 renewed on 20 October, 2010 and is a limited liability
company. The Bank commenced its operations on 0l March 2009 under the license for
commercial banking issued to it by Da Afghanistan Bank ("DA B™) under the Law of Banking
in Afghanistan. Currently. the Bank is being operated with 10 conventional and Islamic
branches (6 in 2009) in different parts of Afghanistan.

The registered office of the Bank is located in Kabul, Afghanistan.

2. Basis of preparation

(a) Statement of compliance

'he financial statements have been prepared in accordance with the requirements of
the Law of Banking in Afghanistan and International Financ ial Reporting Standards
(IFRSs). In case requirements differ. the provisions of the Law of Banking in
Alghanistan prevail.

The financial statements were approved by the Board of Supervisors on 23 March
2011.

(b) Basis of measurement

These financial statements have been prepared on the historical cost basis.

(c) Functional and presentation currency

These financial statements are presented in Afghani. which is the Bank’s functional
currency. Except as otherwise indicated, the amounts in the financial statements have
been rounded to the nearest thousand Afghanis.

(d) Use of estimates and judgments

The preparation of financial statements in conformity with 1FRSs requires
management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilitics.
income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions 10
accounting estimates are recognised in the period in which the estimate is revised and
in any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical
judgements in applying accounting policies that have the most significant effect on
the amounts recognived in the financial statements in note 3 (e), (i) and ().

o
N\

F-



Ghazantar Bank
Notes to the financial statements
For the year ended 3! December 20110

3 Significant accounting policies

Che accounting policie . set out below have been applied consistently o ali periods presented
i these tinancial statements.

(a) Foreign currency transactions

Transactions in foreign currencies are translated into the functional currency ol the
Bank at the spot exchange rate at the date of the transaction. Monetary asscts and
liabilities denominated in foreign currencies at the reporting date arc retranslated into
the functional currency at the spot exchange rate at that datc. The forcign currency
gain or loss arising on retranslation is recognized in profit or loss.

Non-monetary asscts and liabilities that are measured in terms of historical cost in a
foreign currency are translated using the exchange rate at the date of transaction

(b) Interest

Interest income and expense are recognized in profit or loss using the effective
interest method. The effective interest rate is the rate tha exactly discounts the
cstimated future cash payments and receipts through the expected life of the financial
asset or liability (or. where appropriate a shorter period) to the carrying amount of the
financial asset or liabilin, When caleulating the eftective interest rate. the HBank
estimates fuure cash ows considering all contractual - terms of the financal
instrument, but not future credit losses.

The calculation of the effective interest rate includes ali fees and points pad o
received that are an integral part of the effective interest rate. ‘I'ransaction costs
include incrementa! costs that are directly attributable to the acquisition or isste ol d
financial asset or liability.

Interest income and expense presented in the statement vl compreliensive inconie
include interest on financial assets and financial liabilitics measured at amortiscd cost
caleulated on an effeetive interest basis

Profit under musharaka tinancing is recognized on quarterly basis bascd on rrojected
rate of return as mentioned in the agreement. At maturity the profit recognized o
adjusted with the actual rate of return. According to sharia and Islamic banking polic:
of Ghazanfar Bank the profit taken from musharaka financing will be distributed at
the ratio of 60% and 40% for the Depositor (Rasul-maal) and the Bank (Mudharib)
respectively.

As per regulation issued by DAB titled “sset Classitications, Menitoring of
Problem Assets, Reserve for losses, and Non-acerual Sicrus ™. acciues

reversed in the foans and advances that are ciassitied as non-acciua: staus

Eointerest s

L ]
(©) Fees and commission

lees and commission income and expensc that are integral 1o the effective sl
rate on a linancial asset or liability are included in the measurement ot the effeciive
interest rate.

Other tees and commission income. inciuding account servicing fees and sales

li 147
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Ghazanfar Bank
Notes to the financial statements
Fur the vear ended 31 December 2011

(d)

(¢)

U]

(i)

commission. are recognized as the related services are performed.

Other fees and commission expense relate mainly to transaction and service fees.
which arc expensed as the services are reccived.

Lease payments

»ayments made under operating leases are recognized in profit or loss on a straight-
line basis over the term of the lease. Lease incentives received are recognized as an
integral part of the total lease expense, over the term of the lease.

Income tax expense

Income tax expense comprises current and deferred tax. Current tax and deferred tax
are recognized in profit or loss except to the extent that it relates to items recognized
directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for
the year, using tax rates enacted or substantively enacted al the reporting date. and
any adjustment to tax payable in respect of previous years.

Deferred tax is recognized in respect of temporary differcnces between the carrying
amounts of assets and liabilitics for financial reporting purposcs and the amounts used
for taxation purposes. Deferred tax is measured at the tax ratcs that are expected to be
applied 10 the temporary differences when they reverse, bascd on the laws that have
been cnacted or substantively enacted by the reporting date.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible
temporary differences to the extent that it is probable that future taxable prolis will
be available against which they can be utilized. Deferred tax assets are reviewed a
cach reporting date and are reduced to the extent that it is no longer probable that the
related tax benefit will be realized.

Financial assets and financial liabilitics

Recognition

The Bank initially recognizes loans. advances and deposits on the date at which
they are originated. Regular way purchases and sales ol linancial asscts are
recognized on the trade date at which the Bank commits to purchase or sell the
asset. All other financial assets and liabilities (including assets and liabilities
designated at fair value through profit or loss) are initially recognized on the trade
date at which the Bank becomes a party to the contractual provisions of the
instrument.

A financial asset or financial liability is mcasured initially at fair value plus. for
an item not at fair value through profit or loss, transaction costs that are directly
attributable to ity acquisition or issue.

(in) Classification

Sce accounting policies 3(h).

(iti)  Derecognition

The Bank derecognises a financial asset when the contractual rights to the cash

i
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Gharzanfar Bank

Notes to the financial statements
Lo the year ended 31 Deeember 2010

(iv)

)

(vi)

(vii)

ows from the asset expire, or it transfers the financial asset in a transaction in
which substantially all the risks and rewards of ownership of the financial assct
are transferred or in which the Bank neither transfers nor retains substantially all
the risks and rewards of ownership and it does not retain control of the financial
asset. Any interest in transferred financial assets that qualify for derccognition
‘hat is created or retained by the Bank is recognised as a scparale assct or liability
i the statement of financial position. On de-recognition of a financial assct. the
difference between the carrying amount of the asset and the sum of (i) the
consideration received (including any new asset obtained less any new liability
assumed) and (ii) any cumulative gain or loss that had been recognized in the
other comprehensive income is recognized in profit or los-.

The Bank derecognises a financial liability when its contractual obligations are
discharged or cancelled or expire.

Offsetting

Financial assets and liabilities are set off and the net amount presented in the
statement of financial position when, and only when, the Bank has a legal right o
sct off the recognized amounts and it intends either to scttle on a net basis or 1o
realise the asset and settle the liability simultancously.

Income and expenses are presented on a net basis only when permitted under
IFRSs. or for gains and losses arising from a group of similar transactions.

Amortized cost measurement

The amortized cost of a financial asset or liability is the amount at which the
financial asset or liability is measured at initial recognition, minus principal
repayments, plus or minus the cumulative amortisation using the effective interest
method of any difference between the initial amount recognised and the maturiy
amount. minus any reduction for impairment.

Fair value measurement

Fair value is the amount for which an asset could be exchanged, or a lability
settled. between knowledgeable, willing parties in an arm’s length transaction on
the measurement date.

When available. the Bank mcasures the fair value of an instrument using quoted

prices in an active market for that instrument. A markct is regarded as active i

quoted prices are readily and regularly available and represent actual and
regularly occurring market transactions on an arm’s length basis.

If a market for a financial instrument is not active. the I2ank establishes fair value
using a valuation technique,

Identification of measurement of impairment
The Bank determines allowance for impairment loans and advances ini

accordance withy regulation issued by DAB “Asset Clas sifications. Monitoring ol

Problem Assets. Reserve for losses. and Non-accrual Status™.

Al cach reporting date. the Bank assesses whether there 5 objective evidence that
(inancial assets not carried at fair value through profit or loss are impaired.
Financial assets or a group of financial assets is (arc) impaired when ebjective
evidence demonstrates that a loss event has occurred alter the initial recognition

U jru
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Ghazanfar Bank
Notes to the financial statements
Vo the year ended 31 December 2010

)

(h)

of the asset(s), and that the loss event has an impact on the future cash ows on
the asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired can include default or
delinquency by a borrower. restructuring of a loan or advance by the Bank on
terms that the Bank would not otherwise consider. indication that a borrower or
issuer will enter bankruptey. disappearance of an active for a security, or other
observable data relating 0 a group of assets such as adverse changes in the
payment status of borrowers or issucrs in the Bank. or cconomic conditions that
correlate with defaults in the Bank.

The Bank considers cvidence of impairment for loans and advances at both a
specific and collective level. All individually significant loans and advances arc
assessed for specific impairment. All significant loans and advances found not 10
be specifically impaired are then collectively assessed (or any impairment that
has been incurred but not yet identified. lLoans and advances that are not
individually significant are collectively assessed for impairment by grouping
together loans and advances with similar risk characteristics.

In determining the potential loss in specific loans, groups of loans. or in the
aggregate loan portfolio, all relevant factors arc considered including. but not
limited to: current economic conditions, historical loss experience. delinguency
trends. the effectiveness of the Bank’s lending policies and collection procedurcs.
and the timeliness and accuracy of its loan review function.

Impairment losses on assets carried at amortised cost are measured as the
difference between the carrying amount of the financial asscts and the present
value of estimated future cash flows discounted at the assets™ original effective
interest rate. Losses are recognised in profit or loss and reficeted in an allowance
account against loans and advances. Interest on the impaired asset continues 1o be
recognised through the unwinding of the discount. When a subsequent event
causes the amount of impairment loss to decrease, the impairment loss is reversed
through profit or loss.

The Bank writes off certain loans and advances when they are determined 10 be
uncollectable.

Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand and lughly figuid financial
assets with original maturities of less than three months, which are subject o
insignificant risk of changes in their fair value, and arc used by the Bank in the
management of its short-term commitments.

Cash and cash equivalents are carried at amortized cost in (he statement of financial
position.

v
L.oans and advances

[ oans and advances are non-derivative financial assets with fixed or determinable
payments that arc not quoted in an active market and that the Bank does not intend 1o
sell immediately or in the near term.

T e
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Ghazanfar Bank
Nates (o the financial statements
For the vear ended 31 December 20110

(1)

(a)

(b)

{t)

i.oans and advances are initially measured at fair value plus incremental direct
transaction cost and subsequently measured at their amortized cost using the eifective
interest method.

Property and equipment

Recognition and measurement
ltems of property and equipment are measured at cost less accumulated depreciation
and accumulated impairment losses.

Cost includes expenditures that are directly attributable to the acquisition of the assct.
The cost of self-constructed assets includes the cost of materials and direct labour, any
other costs directly attributable to bringing the asset to a working condition for its
intended use. and the costs of dismantling and removing the items and restoring the site
on which they are located, and capitalized borrowing costs. Purchased software that is
integral to the functionality of the related cquipment is capitalized as part of that
cquipment.

When parts of an item of property or equipment have differcnt useful lives. they arc
accounted for as separate items (major components) ol property and cquipment.

‘The gain or loss on disposal of an item of property and equipment is determined by
comparing the proceeds from disposal with the carrying amoui ol the item of property
and equipment. and are recognized net within other income in profit or loss.

Subsequent costs

The cost of replacing part of an item of property or equipment is recognized in the
carrying amount of the item if it is probable that the future cconomic benefits
embodied within the part will flow to the Bank and its cost can be measured reliably.
The carrying amount of the replaced part is derecognized. The costs of the day-to-day
servicing of property and equipment are recognized in profit or loss as incurred,

Depreciation

Depreciation is recognized in profit or loss on a straight-line basis over the estimated
useful lives of each part of an item of property and equipment since this most closely
reflects the expected pattern of consumption of the future economic  benefits
embodied in the asset. Land is not depreciated.

The estimated useful lives for the current and comparative periods arc as follows:

Prior period Current period
e Building 30 years 30 vears
e Furniture and fixtures 4-10 years 4-10 ycars
e Computer equipment 3 years 4 years
¢ Vehicles 4 years 6 years
¢ Office cquipm‘enl 5 years 5 years

Depreciation inethods. useful Tives and residual values are reassessed at each financial
year-end and adjusted iF appropriate.
| i
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Ghazantar Bank
Motes to the financial statements

For e year ended 31 December 2010

)

(k)

{45L)

Intangibic assciy

Sofiware acquired by the Bank is stated at cost less accumulated amortization and
accumulated impairment losses.

Subsequent expenditure on software assct is capitalized only when it increases the
future economic benefits embodied in the specific asset to which it relates. All other
expenditure is expensed as incurred.

Amortization is recognized in profit or loss on a straight-line basis over the estimated
uselul life of the software. from the date it is available for usc since this most closely
reflects the pattern of consumption of the future gconomic benelits emibodied in the
asset. The estimated useful lifc of software is three years.

Amortization methods. useful lives and residual values are rcassessed al cach
financial year-end and adjusted if appropriate.

Impairment of non-financial assets

The carrying amounts of the Bank’s non-financial asscis are reviewed at cach
reporting date to determine whether there is any indication of impairment. [Fany such
ndication exists then the asset’s recoverable amount is estimated

An impairment loss is recognized if the carrying amount of an asset or ils cash-
generating unit exceeds its recoverable amount. Impairment losses are recognized in
profit or loss.

Impairment losses recognized in prior periods are assessed al each reporting date for
any indications that the loss has decreased or no longer exists. An impairment loss i
reversed if there has been a change in the estimates used to determine the recoverabie
amount. An impairment loss is reversed only to the extent that assct’s corrying
smounit does not exeeed the carrying amount that would have been catermetd et 0
depreciation or amortization. if no impairment loss had been recognized.

(a1

Deposits

Deposits are the bank’s source of funding. Deposits are initially measured at fair
value plus incremental direct transaction costs. and subsequently measured at their
amortized cost using the effective interest method. except where the bank choose w
carry the liabilities at fair value through profit or loss.

Proviswns

A provision is recognized if. as a result of a past evenit. the Bank has a preseat iegal or
constructive obligation that can be cstimated reliably. and it is probabple thar an
outflow of economic benefits will be required to settle the obligation. Provisions arc
determined by discOunting the expected future cash flows at a pre-tax raie thiat
reflects current market assessments of the time value of moncy and. where
appropriate, the risks specific to the hability.

“ ,_.'} 1']
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Ghazanfar Bank
Notes to the financial statements

For the year ended 31 December 2011

(n)

(0)

()]

(q)

Financial guarantees

Financial guarantees are contracts that require the Bank to niuke specified payments
to reimburse the holder for a loss it incurs because a specilicd debtor fails to make
payment when due in accordance with the terms of a debt instrument. Financial
guarantee liabilities arc recognized initially at their fair value. and the initial fair valuc
is amortized over the life of the financial guarantee. The financial guarantee liability
is subsequently carricd at the higher of this amortized amount and the present value of
any expected payment when a payment under the guarantce has become probable.
Financial guarantees. if any, arc included within other liabilitics.

Employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and
arc expensed as the related service is provided.

Share capital
Shares issued arc classified as equity.
New standards and interpretations not yet adopted

A number of new standards. amendments to standards and inlerpretations are not yel
elicetive for the year ended 31 December 2010. and have not been applied in
preparing these financial statements. None of these will have an effect on the
linancial statements of the Bank, with the exception of IFRS 9 Financial Instruments.
published on 12 November 2009 as part of phase | of the IASB’s comprehensive
project to replace IAS 39, deals with classification and measurement of financial
assets. The requirements of this standard represent a significant change from the
existing requirements in IAS 39 in respect of financial asscts: amortized cost and fair
value and the Bank is currently in the process of evaluating the potential effects of
this standard. The standard is effective for annual periods beginning on or after 1
January 2013 Larlier application is permitted.

i im
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G harzanfar Bank
Notes to the financial statements
For the vear ended 31 December 2010

2010 2009
Noice Afs '000' Afs '000'
4. Cash and cash equivalents
Cash on hand 431.261 163.769
Balances with DAB - non interest bearing 1,184,500 307,693
Balances with other banks 4.1 378,872 224,724
Placements 4.2 20,208 -
2,014,841 696,188
4.1 Baiances with other banks
Commerz Bank. Germany 378,768 220.513
tabul Bank 104 -
Bank-c-Millie Afghan - 4211
378,872 224,724

4.2 This represents overnight placements with DAB, which carries interest ranging from 0.3% to

15-33

3.750% per annum.

(L]



I~

Ghazanfar Bank
Notes (o the financial statements

For tie vear ended 31 December 2011)

S
(=]

2010 2009
Afs 000 Ads 000"
Loans and advances to customers
[ oans and udvances 1o customers- ul amortised cost 1,968,341 823,605
Gross Impairment Carrying Impairment
amount allowance amount Gross amount allowance Carrying amount
Afs 000" AfS000
Note 2010 009
Conventional financing
Running finance h S 1,003,350 - 1,003,350 651, 336 - 050,356
SME loans 5.2 52,675 - 52675 i _ 2
1.056,025 - 1,056,025 650356 - HSL35
Islamic financing
Musharakah limancing 3.3 912,316 - 92,316 FERE U -
1,968,341 - 1,968,341 815 605 -

Running finance facilities extended to customers carries interest ranging from @ 15% to 18% per annum. These Facilities arc extended for
maximum period of twelve months. These are secured against personal guarantees. hypothecation over stock in trade. charge over fixed
assets and mortgage of residential/commercial property of the borrower.

I'he Bank had extended running linance facilitics amounting to Afs 606.973 thousand to certain borrowers against securities provided by
the sharchalders of the Bank. The Bank has recovered the loans amounting to Al 491.220 thousand from these borrowers by the vear endd
and the remaining loans amounting to Als 113.753 thousand were recovered subsequent 1o the year end. Accordingly. no allowance for

impairment loss has been accounted for the year in respect of these loans.

I'hese are extended to the Small and Medium Enterprises (SME) with maximum limit up to US$ 300.000 (cquivalent to Als
thousand). These loans carry interest (@ 16% per annum and have maturity period of twelve months. These are secured against person: '
guarantees. hypothecation over stock in trade. charge over fixed assets and mortgage of residential/commercial property of the borrower.

[hese represent financing under musharakah agreement under which the Bank has paid finance 10 meet working capttal and oiic
requirements ol the borrower on a profit and loss sharing basis which approximately is ranging from 15 019 % per annum of the
musharakah amount. These facilities are extended for the maximum period of twelve months and sccured against personal guraraniee:.

hvpothecation over stock in trade. charge over fixed assets and mortgage of residential/commercial property ol the borrowe

Aeat 31 December 2010 none of loans and advances to customers are expected 1o be recorcred more than twelve menths alte: the reporting
date (2009: nil).

[ oans and advances include renewed loans amounting to Afs. 261,385 thousand during the year (2009: nil),

Al the reporting date. loans and advances amounting 1o Afs 37.585 thousand were impaired. however. no allowance for impairment loss in
respeet of these loans has been accounted for as the loans were recovered/renewed after clean up period subsequent to year end

Wllmg
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(hazanfar Bank
Nates to the financial statements

i the vear ended 31 December 261t

G Property and equipment
i Redliling Furniture and n._:___::s_ Vehicles C._,_.:,a Total
. fixtures equipment cquipment
~ Afs 000"
Cost
Balance at 01 March 2009 o > = - - -
Additions 353602 _ 40,168 82.691 128838 0706 3.865 330,000
Halance at 31 December 2009 53.362 40.168 82.691 128838 39.076 3.865 350.000
Balanee at 01 January 2010 35,302 40.168 82,691 128,838 29.076 3,865 350,000
Additions - - - 5347 7,121 4944 6.087 213,499
Disposals . - (77.304) (60,276} (44.168) - (181,748)
RBalauce at 31 December 2010 35362 40,168 HL734 75.683 19,852 9,952 191,751
Depreciation
Balance at 01 March 2009 - - - - - =
Depreciation for the peniod = 1 1116 7.134 35,785 12.308 644 36.987
[Fatance at 31 December 2009 - 1116 7.134 35,785 12,308 644 56.987
Balance at 01 January 2010 : 1.116 7.134 35,785 12.308 644 36,987
Depreciation on disposals - (5.023) (21471) (9.202) - (35.696)
Depreciation for the year S e 1,339 3.005 14,152 2.802 1.536 22.834
Balance at 31 December 2010 - 2458 5116 284606 5.908 2,180 44.125
Carrying amounts
At 01 Narch 2009 - - - - - =
4t 31 December 2009 12362 39,052 73337 93,053 16.768 3.221 293.013
At 31 December 2010 35302 37.713 5.618 47217 13,944 7,772 147,626

6.1 Ihere were o capitalized borrowing costs related o tie acquisition of property and equiprent during the vear (2009

6.2 Land was purchased from sharcholders of the Bank in 2009 howevet. the owner:

ol title in the name of the Bank is in progress.

8.3 During the yea

the Bank has sold cquipments amoun g to Ay 146,032 thousands (net hook vatue) o Ghazanfar Neft Gas Company Limited ("GNGCL") which 1s a

i profit of Ats 26,911 thousands

7 \._\ 4

[ o T3 ( _ ( _ ( _ _ ( _ _ _

related party ou the Bank. These equipments wer
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fohazantar Bank
Notes 1o the fincial statements

Fot b e vanfedd 31 Deceber 2t

204
by MM Al Uk
Intangible assets
Purchased software
Cost
Opering balance 0,764 -
Acquisitions durnng the period s 0704
Closimg balance 6,764 6,764
Amortieation
Opering halance 1,879
Amortization fur the period 2254 |81y
Closing balance 4,133 | 879
Carrying amounts 2,631 4. 883
Deferred tax assets and liabilities
Recognized deferred tux assets and liabiliticy
Preterned teassets asdd Trabilivies are atnbuable o following
_\ssels Liabitities el

. As at 31 Dec 2000

Al 000 ACODD ARO00
Property and equipment - (14.676) [REXT
Tax loss carry forward 43,563 - 43.563
Net tax assets/(linbilities) 43,563 (14.676) 28,587

\ssels Liubilities Net
As at 31 Dec 2009

Ads DO Als 000 Afs 0Dy
Properts and cguipnnt - (16.93%) (16.935)
Tatw loss carns furwand - 33242
Net s tasets/[ Tibilities) (16,4355 16307

Delerred Lax asset has been recegnized on estimated carried forward tax losses. based on projections of future profitable operations and tasubiv profits aganst
which tite deferred wy asset could be reahized

Movemeni in temporary differences during the period
Movement in temporary differences during the year

Recognized in
profit or loss

Opening balancs sing balance

s oy AL O A i
31 Pevensher 26100
Property and cguipment (16,935) 2,259 (14,676
Tax loss carry forward 35,242 5.321 s 13,563
18,307 10,580 218,887
31 December 2009
Property and eguipment {10955 (16.935)
Tax loss carry forward - 35242 3542
- 18,307 18,307
2010 2009
L] Note Afs ooy Ao
(yiher assers
Advances wemplovees and suppiiers 12,250
Prepuviments 4857
Regemnvabie trom Western Union
Restncted deposits with DAB o 212
Onhers _4‘?‘_ o o
233,218
Chis represcits interest bearmg local curreney SIALLEY reserves mantained with DAB s mmimum reésee e accordance with Bankmg Reaulations st i

AR Mimimon reserves carries mterest ranging 1 23% w 2% pey danum (2009 3 Y4 e 5 e per annum)

sl
-

IY—'&B



I ~

Ghazantar Bank
Sotes o the Bnancia! statemonls

PRI S Jli-r\'\r’ : |: ettty I”J’”
2000 RATTEL
Nore CAGS000 AR
i Deposits from banks
Alfohan United Bank 230,050 -
Bank-c-Millie Afghan 230,050 =
Da Afghamstan [Bank 225,000 -
BRAC Bank (Incorporated i Afghanisian) - 18,803
685,100 18,803

1.1

1.5

A

Lerm deposits obtamed from banks for the period from 6 to 12 months and carries interest ranging [rom 6% per annum o 13% per annmm

2014 20
Note Afs 000" Als 000"
Deposits from customers
Current deposits 1,358,444 986.102
Saving deposits 1ot 345,899 87580
L2 1379614 AR

suredepositis

HEETH IR0S o IRE L T

Saving deposits carries mierest ranging from 6.5 % to 7 % per annum, w hile profit disbursed durin: the year on the Islamic saviage deposits
ranged from 9% o 12.05% per annum.

Term deposits carvies interest ranging from 6.5 % to 10.00 % per annum with maturity ol 3 months to 3 years on the comventional side. Uhi
Islamic Term Deposits carried profit expense during the year 2010 ranging from 9.05% to 12.05% with maturity of 6 monibs w ! vear

WO DecembBer 20t Als 102533 thousands (31 December 20090 Ags 103 thousand) of deposis [rom customers e eopeated o o

settled mors than twebve mouths of reporting Jate

20y M

_AMS OO My
Other linbilities o )
Acerued miterest 8965 303
Auditor's remuneration payable 621 134
Withholding taxes pavahle 36,007 (RThil
Pavable w Westam Umon 4
: 02 b

ithirs

Share capital

Authorised capital - 33,000 shares of Als 10,000 cach 550000 S50
(2009 35,000 shares ol Afs 10.000 cach)

Issued and paid up share capital - 66.762 shares of Afs 10.000 cach 667.620 567.620
(2009 36,762 shares ol Als 10.000 cach)

L]
Following s the seconehation of number ol shares

20k Y
Senubet o spaes at begmnm ol the period TH2
Shares ssued dunmg the pertod L0006 e 2
P 5

Mumbe of shares at end ol the period

Subsequent o the year end. the Bank has initiated the process ol enhaneing anthorized share capial to Als 3000000 thousand witis ASA
andd 1A



Ghazanfar Bank
Notes to the financial statements

for the veat ended 21 December 204010

14

4.1

h

Net interest income

Interest income
Cash and cash cquivalents
Loans and advances to customers

I otal mterest meome

Interest expense
Deposits from banks
Deposits [rom customers
l'otal interest expense

Net interest income
taterest expense on deposits from castomers

interest on:
l'erm deposits
Saving deposits

Net fee and commission income

Fee and commission income

Commission on letter ol eredit and guaraniees issued
Fund transter fee

eeounts servicing tee

Loral fec and commission income
I'ee and commission expense
Inter bank transaction fee

I'vtal fee and commission expense

Mot lee and colmmission icome

90~ 25

01 March 2009 10

20100 s December 20049
(1 vear) {10 months)
Vote 2631 48835
1,548 2,222
) 340,583 50,625
342,131 32.847
(76.574) (7.697)
14.1 (97,245) (10.086)
(173.819) (17.783)
168,312 35.064
79,670 24461
17,575 7.623
97,245 10,086
68 181
3931 778
202 Ll
4,201 IO
(4,355) (2.138)
(-1,355) 12.158)
(154) (L)
{lf‘.}/l/



Gharanfar Bank
Notes to the financial siatements
For the veoer ended 31 December 20111

1N

2010 Y iecember 2009
(1 year) (10 months)
Note Als 000" Afs 000
16. Other operating income
IForeign exchange gain/ (loss) (1,598) 1,890
Gain on disposal ol property and equipment 6 26,911 -
Others 233 66
25,540 1.950
i7. Personnel expenses
Salaries and wages 67,087 34.539
Stafl welfare 3,426 1,369
70,513 35,908
18. Other expenses
Communication 20,798 6704
‘Travelling and conveyance 6,804 372
Business development 2,247 1,222
Advertisement 44,605 9.485
Fuel 3,775 1,368
Food expenses 3,441 1,932
Insurance 18.1 60,327 -
Audit fee 1,032 132
Kepair and maintenance 3,880 O8RS
Vehicle repair 877 ks
Computer and other supplies 582 8%
Stationery and printing 5,604 1676
Courier and postage 2 54
Staff training 245 44
Uilitics 3,306 418
Sccurity guards expenscs 32,274 ~
Others 2,965 1,278
138,828 31,433
18.1  These include insurance charges amounting to Afs 2,474 thousands (2009 nil) paid to Alfghan Dceposit Insurance

01 Mareh 2009 1

Corporation (ADIC) @ 0.15% per annum ol total deposits as per instructions ol DAB

.Y =3
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Gharzanfar Bank
Notes to the financial statements
For the vear ended 31 Dedember 20110

01 Mavch 2009 to

2010 31 December 2009
(1 year) (10 months)
Not Ads 000 Afs "000°
19. Income tax
Current tax expense , 2
Delerred tax expense 10,580 18.307
10,580 18.307
19.1 Reconciliation of effective tax rate
Rate Rt
2010 2000
Profit/(loss) belore income tax (%) (%o (33,462) (V1.333)
Income tax using tax rate 20.00 20.00 (10,692) (18.307)
Non-deductible expensces (0.21) 0.00 112 -
I'otal income tax expense in income statement 19.79 20.00 (10,580) (18.307)
20. Related parties
20.1 Parent and ultimate controlling party

‘The Bank is owned by individual persons. who are partners of Ghazanfar Group of Companies (GG ). and own the Bank's
shares in different proportions. Therefore. related parties include all related entitics of the GGC.

20.2 Transactions with key management personnel
Key management personnel and their immediate relatives have transacted with the Bank during the period as follows:

Key management personnel compensation

01 Mareh 2004 1o

2010 31 Decemt o 2609
(1 vear) {10 montiis)
Afs 000 AR08
Salary paid 1o the members of the Board of’ Supervisors 1.351 125
11.347 14477

Short term employee benefits (Management Board)

In addition to their salarics, the Bank also provides non-cash benefits 0 cxecutives which includes  furnished

accommodation. meals and travel.

i F’I;i:"/
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Ghazanfar Bank

Notes to the financial statements

For the vear ended 31 December 20110

20.3

204

Zhe

Transactions with other related parties

Following are transactions with related parties. during the period. and outstanding balances at the reporting date:

2009
Al '000°

2010

No Afs 000"
Associates
Balances at year end
Loans and advances Lo customers 441,653
Deposit from customers 485,904
Transactions during the period
Interest income 34,720
Sale of property and eguipment 146,052
Procecds from sale of property and equipment ] 172,904
Loans disbursed 441,653
Loans recovered 74,141
Shareholders
Bafances at year end
Deposit from customers 1,056

Transactions during the period
Purchase of land and building

There were no related party transactions and outstanding balances other than those disclosed above and in notes -2001

and 20.3 to the financial statements.

2010

Afs'0000

Lease commitments

Non-cancellable operating lease rentals are payvable as follows:

ess than one yvear 5,571
Between one w live years 23,017
More than live years -

B 28,588

T4 141
376.9841

8.427

195
75,345

20.2

20049
AT 000

The Bank leases a number of branch and office premises under operating leases. The leases typically runs lor a period ol up

to five years. with an option to renew the leasc afier that period.

i 71
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