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KPMG Afghanistan Limited Telephone + 93 (75) 202 1974
1st Floor, Park Plaza Fax +92 (51) 282 2671
Torabaz Khan Road, Shahr-e-Naw

Kabul, Afghanistan

Independent Auditor’s report

The Board of Supervisors
Ghazanfar Bank

We have audited the accompanying financial statements of Ghazanfar Bank (“the Bank™), which
comprise the statement of financial position as at 31 December 2011, the statements of comprehensive
income, changes in equity and cash flows for the year then ended, and 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 Law of
Banking in Afghanistan, and for such internal control as management determine is necessary to enable
the preparation of financial statements that are free from material misstate ments, whether due to fraud
or error.

Auditors’ Responsibility

Our responsibility is to 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 to obtain reasonable
assurance whether the financial statements are free from material misstatement.

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
assessment 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 to 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
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting principles 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,

Opinion %
In our opinion, the financial statements give a true and fair view of the financial position of the Bank
as at 31 December 2011, and of its financial performance and its cash flows for the year then ended in
necordance with International Financial Reporting Standards and the requirements of the Law of
Banking in Alghanistan,

by

KEME Afgharistan Limited. a company incorporated in British Viegin
Inlanuds as an Intarnational Business Company, and a member firm of
the KPMG network of independent member firms affiliated with KPMG
Internitional Cooparative ("KPMG Interational®), a Swiss entity
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Emphasis of matter
Without qualifying our audit opinion, we draw attention to the following:

l. As of reporting date, loans and advances to customers (note 5) includes overdraft loans amounting
to Afs 291,589 thousands which have been renewed during the year by the Bank without
mandatory clean up of four days as required by Da Afghanistan Bank.

2. As of reporting date, loans and advances includes overdraft loans to @ group of related borrowers
amounting to Afs 471,006 thousands which exceeds 15% of regulatory capital of the Bank in
contravention of the Article 35 of the Law of Banking in Afghanistan

me Ak vl
KPMG Afghanistan Limited
15 April 2012
Kabul
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Ghazanfar Bank
Statement of financial position
As at 31 December 2011

2011 2010
Note  Afs '000' Afs '000'
Assets
Cash and cash equivalents 4 2,008,403 2,014,841
l.oans and advances to customers 5 2,062,386 1,968,341
Property and equipment 6 130,101 147,626
Intangible assets 7 385 2,631
Deferred tax assets 8 26,328 28,887
Other assets 9 356,283 233,218
Total assets 4,643,886 4,395,544
Liabilities
Deposits from banks 10 - 685,100
Deposits from customers 11 4,051,382 3,112,896
Other liabilities 12 28,597 46,036
Total liabilities 4,079,979 3,844,032
Equity
Share capital 13 667,620 667,620
Retained earnings (103,713) (116,108)
Total equity 563,907 551,512
Total liabilities and equity 4,643,886 4,395,544
tesmg
Contingencies and Commitments 21
The annexed notes 1 to 23 are an integral part of these financial statements.
“ Chief Executive O ice irector
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Ghazanfar Bank

Statement of comprehensive income

Ior the year ended 31 December 2011

Interest income

Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Other operating income

Operating income

Impairment allowance
Personnel expenses

Operating lease expenses
Depreciation and amortization
Other expenses

Profit/(loss) before income tax
Income tax

Profit/(loss) for the year

Other comprehensive income

Total comprehensive income/(loss)

The annexed notes 1 to 23 are an integral part of these financial statements.

Noi:

16

19

2011 2010
Afs '000' Afs '000'
332,225 342,131
(102,911) (173.819)
229,314 168,312
8,168 4,201
(1,928) (4,355)
6,240 (154)
8,882 25.546
8,882 25,546
244,436 193,704
(9,918) -
(68,336) (70,513)
(10,703) (12,737)
(27,439) (25.088)
(113,086) (138,828)
14,954 (53.462)
(2,559) 10,580
12,395 (42.882)
12,395

(42.882)

WM§

P

Director
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Ghazanfar Bank
Statement of changes in equity
For the year ended 31 December 201 1

Opening balance

Contributions by shareholders:
Issuance of shares

Total comprehensive income for the period:
Loss for the year

Balance as at 31 December 2010

Contributions by shareholders:
Issuance of shares

Total comprehensive income for the period:
Profit for the year

Balance as at 31 December 2011

The annexed notes | to 23 are an integral part of these financial statements.

z} 4

Retained
Share capital earnings Total
Afs '000' ___Afs'000' Afs '000'

567,620 (73,226) 494,394
100,000 - 100,000
- (42,882) (42,882)

667,620 (116,108) 351,512
12,395 12,395

667,620 (103,713) 563,907

Urg

‘Director
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Ghazanfar Bank
Statement of cash flows
For the year ended 31 December 2011

Cash flows from operating activities
Profit/(loss) before income tax
Adjustments for.
Depreciation
Amortization
Gain on disposal of property and equipment
Exchange gain on cash and cash equivalents
Net Impairment allowance on financial assets
Write off
Net interest income

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

Change in deposits from banks

Change in deposits from customers

Change in other liabilities

Interest received
Interest paid
Net cash from operating activities

Cash flows from investing activities
Purchase of property and equipment

Proceeds from disposal of property and equipment

Net cash used in investing activities
Cash flows from financing activities
Proceeds from issue of shares

Net cash from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalent at beginning of the period
Effect of exchange difference on cash and cash equivalents held

Cash and cash equivalents at year end

The annexed notes 1 to 23 are an integral part of these financial statements.

A

Chief I-lxccutive_ bfﬁcé;'

Note

16

14

10
11
12

(=%

13

2011 2010
Afs '000' Afs '000'
14,954 (53,462)
25,218 22,834
2,221 2,254
B (26,911)
30,682 (3,608)
9,918 -
386
(229,314) (168,312)
(145,935) (227,205)
(103,963) (1,128,660)
(95,136) (137,707)
(685,100) 685,100
938,486 1,727,111
(12,946) 34.844
(104,594) 953,483
304,296 326,054
(107,404) (165,154)
92,298 1,114,383
(8,054) (23,499)
- 172,964
(8,054) 149,465
- 100,000
- 100,000
84,244 1,363,848
2,014,841 696,188
(30,682) 3,608
2,068,403 2,063,644
legmy,
>
irector
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Ghazanfar Bank

Notes to the financial statements
For the year ended 31 December 2011

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 Investment Support Agency
(“AISA”) bearing No. D-29098 renewed on 20 October, 2010 and is a limited liability
company. The Bank commenced its operations on 01 March 2009 under the license for
commercial banking issued to it by Da Afghanistan Bank (“DAB”) 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)

(b)

(©)

(d)

Statement of compliance

The financial statements have been prepared in accordance with the requirements of
the Law of Banking in Afghanistan and International Financial Reporting Standards
(IFRSs). In case requirements differ, the provisions of the Law of Banking in
Afghanistan prevail.

The financial statements were approved by the Board of Supervisors on A5zl -2e)2

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

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.

Use of estimates and judgments

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

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

In particular, informatibn about significant areas of estimation uncertainty and critical
Judgements in applying accounting policies that have the most significant effect on
the amounts recognized in the financial statements in note 3 (&), (i) and (f).

I’iﬂv?
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Ghazanfar Bank
Notes to the financial statements

For the year ended 31 December 2011

2 Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented
in these financial statements.

(a)

(b)

()

Foreign currency transactions

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

Non-monetary assets 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.

Interest

Interest income and expense are recognized in profit or loss using the effective
interest method. The effective interest rate is the rate that exactly discounts the
estimated 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 liability. When calculating the effective interest rate, the Bank
estimates future cash flows considering all contractual terms of the financial
instrument, but not future credit losses.

The calculation of the effective interest rate includes all fees and points paid or
received that are an integral part of the effective interest rate. Transaction costs
include incremental costs that are directly attributable to the acquisition or issue of a
financial asset or liability.

Interest income and expense presented in the statement of comprehensive income
include interest on financial assets and financial liabilities measured at amortised cost
calculated on an effective interest basis.

Profit under musharaka financing is recognized on quarterly basis based on projected
rate of return as mentioned in the agreement. At maturity the profit recognized is
adjusted with the actual rate of return. According to sharia and Islamic banking policy
of Ghazanfar Bank the profit taken from musharaka financing will be distributed at
the ratio of 50% and 50% for the Depositor (Rasul-maal) and the Bank (Mudharib)
respectively.

As per regulation isSued by DAB titled “Asser Classifications, Monitoring of
Problem Assets, Reserve for losses, and Non-accrual Staius”, accrued interest is
reversed in the loans and advances that are classified as non-accrual status.

Fees and commission
Fees and commission income and expense that are integral to the effective interest
rate on a financial asset or liability are included in the measurement of the effective

interest rate.

Other fees and commission income, including account scrvicing fees and sales
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Ghazanfar Bank

Notes to the financial statements
For the year ended 31 December 2011

(d)

()

M

commission, are recognized as the related services are performed.

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

Lease payments

Payments 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 lcase.

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 at the reporting date, and
any adjustment to tax payable in respect of previous years.

Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. Deferred tax is measured at the tax rates that are expected to be
applied to the temporary differences when they reverse, based on the laws that have
been enacted 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 profits will
be available against which they can be utilized. Deferred tax assets are reviewed at
each 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 liabilities
Recognition

The Bank initially recognizes loans, advances and deposits on the date at which
they are originated. Regular way purchases and sales of financial assets 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. v

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

(ii)  Classification

See accounting policies 3(h).
Wny
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Ghazanfar Bank

Notes to the financial statements
For the year ended 31 December 2011

(iii)

(iv)

\2)

(vi)

(vii)

Derecognition

The Bank derecognises a financial asset when the contractual rights to the cash
flows 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 asset
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 derecognition
that is created or retained by the Bank is recognised as a separate asset or liability
in the statement of financial position. On de-recognition of a financial asset, 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 loss.

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 to
set off the recognized amounts and it intends either to settle on a net basis or to
realise the asset and settle the liability simultaneously.

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 maturity
amount, minus any reduction for impairment.

Fair value measurement

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

When available, the Bank measures the fair value of an instrument using quoted
prices in an active market for that instrument. A market is regarded as active if
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 Bank establishes fair value
using a valuation technique.

Identification of measurement of impairment

The Bank determines allowance for impairment loans and advances in
accordance with regulation issued by DAB “Asset Classifications, Monitoring of
Problem Assets, Reserve for losses, and Non-accrual Status™.

At each reporting date, the Bank assesses whether there is objective evidence that
financial assets not carried at fair value through profit or loss are impaired.

Ugping

3=

A
N,



"

;\

S

Ghazanfar Bank

Notes to the financial statements
For the year ended 31 December 2011

(2

(h)

Financial assets or a group of financial assets is (are) impaired when objective
evidence demonstrates that a loss event has occurred afier the initial recognition
of the asset(s), and that the loss event has an impact on the future cash flows 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 bankruptcy, disappearance of an active for a security, or other
observable data relating to a group of assets such as adverse changes in the
payment status of borrowers or issuers in the Bank, or cconomic conditions that
correlate with defaults in the Bank.

The Bank considers evidence of impairment for loans and advances at both a
specific and collective level. All individually significant loans and advances are
assessed for specific impairment. All significant loans and advances found not to
be specifically impaired are then collectively assessed for any impairment that
has been incurred but not yet identified. Loans 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 are considered including, but not
limited to: current economic conditions, historical loss experience, delinquency
trends, the effectiveness of the Bank’s lending policies and collection procedures,
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 assets 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 reflected in an allowance
account against loans and advances. Interest on the impaired asset continues to 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 to be
uncollectable.

Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand and highly liquid financial
assets with original rﬁaturities of less than three months, which are subject to
insignificant risk of changes in their fair value, and are used by the Bank in the

management of its short-term commitments.

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

Loans and advances

Loans and advances are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and that the Bank does not intend to

gy
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Ghazanfar Bank

Notes to the financial statements
For the year ended 31 December 2011

(M)

(a)

(b)

()

sell immediately or in the near term.

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

Property and equipment

Recognition and measurement
Items 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 asset.
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 equipment is capitalized as part of that
equipment.

When parts of an item of property or equipment have different useful lives, they are
accounted for as separate items (major components) of property and equipment.

The gain or loss on disposal of an item of property and equipment is determined by
comparing the proceeds from disposal with the carrying amount of 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 economic 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 are as follows:

v Prior period Current period
¢ Building 30 years 30 years
e Furniture and fixtures 4-10 years 4-10 years
e Computer equipment 4 years 4 years
e Vehicles 6 years 6 years
¢ Office equipment 5 years 5 years

Depreciation methods, useful lives and residual values are reassessed at each financial
year-end and adjusted if appropriate.

K/mé
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Ghazanfar Bank
Notes to the financial statements

For the year ended 31 December 201!

)]

(k)

U

(m)

Intangible assets

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

Subsequent expenditure on software asset 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
useful life of the software, from the date it is available for use since this most closely
reflects the pattern of consumption of the future economic benefits embodied in the
asset. The estimated useful life of software is three years.

Amortization methods, useful lives and residual values are reassessed at each
financial year-end and adjusted if appropriate.

Impairment of non-financial assets

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

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

Impairment losses recognized in prior periods are assessed at each reporting date for
any indications that the loss has decreased or no longer exists. An impairment loss is
reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that asset’s carrying
amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortization, if no impairment loss had been recognized.

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 to
carry the liabilities at fair value through profit or loss.

. L ]
Provisions

A provision is recognized if, as a result of a past event, the Bank has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an
outflow of economic benefits will be required to settle the obligation. Provisions are
determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability.

Crme
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Ghazanfar Bank
Notes to the financial statements

For the year ended 31 December 2011

(m)

(0)

(p)

(q)

Financial guarantees

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

Employee benefits

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

Share capital

Shares issued are classified as equity.

New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are
effective for annual periods beginning after 1 April 2010, and have not been applied

in preparing these financial statements. None of these is expected to have a significant
effect on the financial statements of the Bank.

Upny
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 2011

4. Cash and cash equivalents

Cash on hand

Balances with DAB - non interest bearing
Balances with other banks- non interest bearing
Placements

4.1 Balances with other banks

Bank-e-Millie Afghan
Kabul Bank
Commerz Bank, Germany

2011 2010
Not Afs '000" Afs'000'
528,456 431,261
1,190,072 1,184,500
4.1 349,875 378,872
- 20,208
2,068,403 2,014,841
- 378,768
80 104
349,795 -
349,875 378,872
W-l@
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 201

5 |

5.2

5.3

54

2011 2010
Afs '000' Afs 000
Loans and advances to customers
Loans and advances to customers- at amortised cost 2,062,386 1,968,341
Gross Impairment Carrying Impaimment
amount allowance amount Gross amount allowance Carrying amount
Afs 000" Afs '000'
Note 2011 2010
Conventional financing
Running finance 3 966,806 (9,918) 956,884 1,003,350 . 1,003,350
SME loans 5.2 1,920 1,920 52,675 - 52,675
968,726 (9,918) 958,808 1,056,025 1,056,025
Islamic financing
Musharakah financing 53 1,103,578 - 1,103,578 912,316 - 912,316
2,072,304 (9,918) 2,062,386 1,968,341 1,968,341

Running finance facilities extended to customers carries interest ranging from @ 15% to 18% per annum. These facilities are 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.

These are extended to the Small and Medium Enterprises (SME) with maximum limit up to US$ 500,000 (equivalent to Afs 24,795
thousand). These loans carry interest @ 16 to 18 % per annum and have maturity 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 and secures against loan guarantee given by ACSP/DEG.

These represent financing under musharakah agreement under which the Bank has paid finance to meet working capital and other

requirements of the borrower on a profit and loss sharing basis which approximately is ranging from 14 to 23 % per annum of the

musharakah amount. These facilities are extended for the maximum period of twelve months and secured against personal guarantees,

hypothecation over stock in trade, charge over fixed assets and mortgage of residential/commercial property of the borrower.

At the reporting date, loans and advances amounting to Afs 39,672 thousand were classified against which an impairment loss amounting

to Afs 9,918 thousand has been maintained.

Comq
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 2011

2011 2010
Afs 000" Afs '000'
7. Intangible assets
Purchased software
Cost
Opening balance 6,764 6,764
Adjustment (25) -
Closing balance 6,739 6,764
Amortization
Opening balance 4,133 1,879
Amortization for the period 2,221 2,254
Closing balance 6,354 4,133
Carrying amounts 385 2,631
8. Deferred tax assets and liabilities
8.1  Recognized deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to following:
Assets Liabilities Net
As at 31 Dec 2011
Afs "000' Afs 000 Afs '000'
Property and equipment - (15,361) (15,361)
Tax loss carry forward 41,689 - 41,689
Net tax assets/(liabilities) 41,689 (15,361) 26,328
Assets Liabilities Net
As at 31 Dec 2010
Afs '000 Afs '000' Afs 000
Property and equipment - (14,676) (14.676)
Tax loss carry forward 43,563 - 43,563
Net tax assets/(liabilities) 43,563 (14,676) 28,887

Deferred tax asset has been recognized on estimated carried forward tax losses, based on projections of future profitable operations and taxable profits against

which the deferred tax asset could be realized.

8.2 Movement in temporary differences during the period

Mo tin temporary differences during the year

Opening balance [::rz‘;igtn‘::'e:';: Closing balance
___Afs ‘000 Afs '000' Afs 000
31 December 2011
Property and equipment (14,676) (685) (15,361)
Tax loss carry forward . 43,563 (1,874) 41,689
28,887 (2,559) 26,328
31 December 2010
Property and equipment (16,935) 2,259 (14,676)
Tax loss carry forward i 35,242 8,321 43,563
18,307 10,580 28,887
2011 2010
Note Afs 000" ~ Afs 000"
9. Other assets L]
Advances to employees and suppliers 943 12,250
Prepayments 25,365 4,887
Receivable from Western Union 1,185 -
Restricted deposits with DAB 9.1 286,857 216,032
Interest Receivable 27,929 -
Investment in Afghan Payment System 12,397 -
Others 1,607 49
356,283 233,218

9.1  This represents interest bearing local currency statutory reserves maintained with DAB as minimum resery ¢ in accordance with Banking Regulations issued by

DAB. Minimum reserves carries interest ranging 1 25% to 1.5% per annum (2010 1 25% to 2% per annum)

téfpg
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Ghazanfar Bank .
Notes to the financial statements
For the year ended 31 December 20/ |

11.

11.2

1.3

13.1

13.2

Deposits from banks

Afghan United Bank
Bank-e-Millie Afghan
Da Afghanistan Bank

Deposits from customers

Current deposits
Saving deposits
Term deposits

Margin deposits

Saving deposits carries interest ranging from 4 % to 5 % per annum, while profit disbursed during the year, on the Islamic saving deposits
po: B

ranged from 2.5% to 3.5 % per annum

Term deposits carries interest ranging from 6.5 % to 10.00 % per annum with maturity of 3 months to 5 years on the conventional side. The
Islamic Term Deposits carried profit expense during the year 2011 ranging from 5% to 7% with maturity of 6 months to | year,

At 31 December 2011, Afs 37,472 thousands (31 December 2010; Afs 102,533 thousand) of deposits from customers are expected to be

settled in more than twelve months of reporting date.

Other liabilities

Accrued interest

Auditor's remuneration payable
Withholding taxes payable
Payable to Western Union
Others

Share capital

Authorised capital - 55,000 shares of Afs 10,000 each

(2010: 55,000 shares of Afs 10,000 each)

Issued and paid up share capital - 66,762 shares of Afs 10,000 each
(2010: 66,762 shares of Afs 10,000 each)

Following is the reconciliation of number of shares:

Number of shares at beginning of the period
Shares issued during the period L)
Number of shares at end of the period

Da Afghanistan Bank through its Circular Reference No. 703/914 dated 08 August 2010 has required all the commercial banks to increase
their capital to Afs [ billion (USD 20 million) till 08 August 2012. The Bank has started increasing its share capital by USD 500,000 per

Note

11.1
11.2

2011 2010
Afs 000 Afs '000'

- 230,050
- 230,050
- 225,000
- 685,100
1,921,539 1,358 444
543,636 345,899
1,512,059 1,379.614
74,148 28,939
4,051,382 3.112.896

2011 2010
Afs "000" Afs '000'
4,475 8,968
769 621
15290 36,167
- 18
8,063 262
28,597 46036
550,000 550,000
667,620 667,620
Number of shares
2011 2010
66,762 56,762
- 10,000
66,762 66,762

month from March 2012 as the result of which it would be able to meet its target of required capital till April 2013

F‘M,
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 20/ [
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Net interest income

Interest income

Cash and cash equivalents

Loans and advances to customers
Total interest income

Interest expense
Deposits from banks
Deposits from customers
Total interest expense

Net interest income
Interest expense on deposits from customers

Interest on:
Term deposits
Saving deposits

Net fee and commission income

Fee and commission income

Commission on letter of credit and guarantees issued
Fund transfer fee

Accounts servicing fee

Total fee and commission income

Fee and commission expense
Inter bank transaction fee

Total fee and commission expense

Net fee and commission income

Nute

141

2011 2010
Als 000" Afs '000

73 1,548
332,152 340,583
332,225 342,131
(2,540) (76,574)
(100,371) (97,245)
(102,911) (173,819)
229!314 168,312
88,874 79,670
11,497 17,575
100,371 97,245
1,383 68
6,388 3,931

397 202
8,168 4,201
(1,928) (4,355)
(1,928) (4,355)
6,240 (154)

m?
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 2011

16.

17

18.

18.1

Other operating income

Foreign exchange gain/ (loss)

Gain on disposal of property and equipment

Others

Personnel expenses

Salaries and wages
Staff welfare

Other expenses

Communication
Travelling and conveyance
Business development
Advertisement

Fuel

Food expenses

Insurance

Audit fee

Repair and maintenance
Vehicle repair

Computer and other supplies
Stationery and printing
Courier and postage

Staff training

Utilities

Security guards expenses
Others

Note

18.1

2011 2010
Afs '000' Afs 000"

7,597 (1,598)

- 26,911
1,285 233
8,882 25,546
67,736 67,087
600 3,426
68,336 70,513
24,729 20,798
4,404 6.804
556 2,247
9,970 44,605
5,506 3,775
4,652 3,441

€ 16,492 6.327
1,339 1,032
2911 3,880
1,621 877
"3,361 582
1,899 5.668
6 2

690 243
5,204 3,306
27,367 32,274
2,289 2,965
113,086 138.828

These include insurance charges amounting to Afs 9,500 thousands (2010: 2,474 thousands) paid to Afghan Deposi
Insurance Corporation (ADIC) @ 0.23% per annum of total deposits as per instructions of DAB.

lagey
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 201

20.3

204

21.

21.1

21.2

Transactions with other related parties

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

2011
Note Afs '"000 .
Associates
Balances at year end
Loans and advances to customers 471,006
Deposit from customers 547,641

Transactions during the period

Interest income

Sale of property and equipment

Proceeds from sale of property and equipment 6.3
Loans disbursed

Loans recovered

Shareholders
Balances at year end

Deposit from customers 881

There were no related party transactions and outstanding balances other than those disclosed above and in no
and 20.3 to the financial statements,

2011

Afs '000'
Contingencies and Committements
Contingencies
Guarantees issued on behalf of customers 153,832
Lease commitments
Non-cancellable operating lease rentals are payable as follows:
Less than one ycar 381
Between one to five years 14,114

More than five years

|

14,495

II

The Bank leases a number of branch and office premises under operating lcases. The leases typically runs fo
to five years, with an option to renew the lease after that period.
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 2011

19. Income tax

Current tax expense
Deferred tax expense

19.1 Reconciliation of effective tax rate
Rate
2011
Profit/(loss) before income tax (%)
Income tax using tax rate 20.00
Others

Total income tax expense in income statement
20. Related parties

20.1 Parent and ultimate controlling party

2011 2010
Note Afs '000" Afs 000
(2,559) 10,580
(2,559) 10,580
Rate
2010
(%) 14,954 (53,462)
20.00 2,991 (10,692)
(432) 112
) 2,559 (10,580)

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

Salary paid to the members of the Board of Supervisors
Short term employee benefits (Management Board)

2011 2010
Afs '000" Afs '000'
- 1,351
420 11,347

In addition to their salaries, the Bank also provides non-cash benefits to ecxecutives which includes furnished

accommodation, meals and travel

Comg

23-35
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Ghazanfar Bank
Notes to the financial statements
For the year ended 31 December 2011

20.3

20.4

21.

212

Transactions with other related parties

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

2011 2010

Note Afs '000' Afs '000'
Associates
Balances at year end
Loans and advances to customers 471,006 441,653
Deposit from customers 547,641 485,904
Transactions during the period
Interest income 1,294 34,720
Sale of property and equipment - 146,052
Proceeds from sale of property and equipment 6.3 - 172,964
Loans disbursed - 441,653
Loans recovered - 74,141
Shareholders
Balances at year end
Deposit from customers 881 1,056

There were no related party transactions and outstanding balances other than those disclosed above and in notes -20.1, 20.2
and 20.3 to the financial statements.

2011 2010
Afs '000' Afs 000"

Contingencies and Commitments
Contingencies
Guarantees issued on behalf of customers 153,832 48,613
Lease commitments
Non-cancellable operating lease rentals are payable as follows:
Less than one year 381 5,571
Between one to five years 14,114 23,017
More than five years = %

14,495 28,588

The Bank leases a number of branch and office premises under operating leases. The leases typically runs for a period of up
to five years, with an option to renew the lease after that period.

l‘i’n?
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Emphasis of matter

Without qualifying our audit opinion, we draw attention to the following

1. As of reporting date, loans and advances to customers (note 6) includes overdraft loans amounting
to Afs 48,598 thousands which have been renewed during the year by the Bank without
mandatory clean up of four days as required by Da Afghanistan Bank.

2. As of reporting date, loans and advances includes overdraft loans to a group of related borrowers
amounting to Afs 471,006 thousands which exceeds 15% of regulatory capital of the Bank in
contravention of the Article 35 of the Law of Banking in Afghanistan.

Wmﬂ

KPMG Afghanistan Limited
15 April 2012
Kabul




