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We have audited the accompanying financial statements of Ghazanfar Bank (“the Bank™), which compunse the
statement of financial position as at December 31, 2019, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended , and notes to the financial

statements, including a summary of sigruficant accounting policies.

In our opinion, the accompanying financial sratemenrs give a true and fair view of the financial position of the
Bank as at December 31, 2019, and its financial performance and its cash flows for the year then ended, in
accordance with Internatvonal Financial Reporting Standards (IFRSs) issued by the Tnternational Accounting
Standards Board (TASB), the requirements of the Law of Banking in Afghanistan, other laws and regulations
issued by Da Afghanistan Bank and the Islamic Accounting Standards developed by the Accounting and
Auditing Organization for Islamic Financial Instiranons (AAOTFT).

Basis for Opinion

We conducted our audir in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Awditor's Responsibilities for the Audit of ibe Financial Statements
section of our report. We arce independent of the Bank in accordance with the ethical requirements that are
relevant fo our andir of the financial statements in Afghanistan, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audir evidence we have obtained is
sufficient and appropriate to provide a basis for our opmion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with [FRSs, the requirements of the Law of Banking in Afghanistan, other laws and regulations issued by Da
Afghanistan Bank and rthe Accounting Islamic Standards developed by AAOIFIL, and for such internal control
as management determines ts necessary to enable the preparation of financial sratements that are free from
material misstatement, whether duc to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank’s ability to continue as
a going concern, disclosing, as applicable, matters relared to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Bank or to cease operations, or has no realistic
alternative but to do so,

Thosc charged with governance are responsible for overseeing the Bank’s financial reporting process,
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error and to issue an audiror’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accardance with ISAs will always detect a material misstatemenrt when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the ‘ﬂ‘;'
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aggregate, they could reasonably be expected to influence the cconomic decisions of users taken on the

basis of these financial statements.

As part of an audit in accordance with ISAs, we excrcise professional judgment and maintain professional

skepticism throughout the audit. We also:
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Grant Thornton Afghanistan
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Identify and assess the risks of material misstatement of the financial statements, whether due Lo
fraud or error, design and perform audit procedures responsive to those risks, and oblain audit
evidence that is sufficient and appropriate to provide a basis for our opmion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override

of internal conrral.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinton on the effectiveness of the Bank’s internal control.

Evaluate the appropriareness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the andir evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Bank’s ability to continue as a going concer.
1f we conclude that a material uncerrainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the finaneial statements or, if such disclosures are
inadequate, modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, [uture events or conditions may cause the Bank to

cease [0 continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and

cvents in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and uming of the audir and significant audit findings, including any significant
deficiencies in mnternal control that we identify during our audit.

Engagement Partner: Saqib Rehman Qureshi - FCA
Location: Kabul, Afghanistan

Date: MWL: ly, 1020



GHAZANFAR BANK
Statement of Financial Position
As at December 31, 2019

Assets

Cash and cash equivalents
Placements

Investments

Loans and advances

Loans to financial institutions
Qperating fixed assets
Intangible assels

Other assets

Total assets

Equity and Liabilities

Equity

Share capital

Caontingency reserve fund
Retained earnings

Unrealized gain on AFS investment
Total equity

Liabilities

Deposits from customers

Deposits from financial institutions
Other liabilities

Lease liability

Deferred tax liability

Provision for taxation

Total liabilities

Total equity and liabilities

Contingencies and commitments

14
15
16
17

18

31-Dec-19 31-Dec-18
ETRINONE L2 0 P

4,950,867 4,859,829
2,227,098 2,372,265
361,093 176,174
2,876,288 2,948,782

70,000 -
346,813 341,069
57,351 1,438
1,105,690 1,151,672
11,995,201 11,851,229
1,247,800 1,247,800
27,788 21,451
327,310 300,594

912 -
1,603,811 1,569,845
10,181,286 10,250,370

32,008 -
67,894 29,832

96,390 -

228 =
13,584 1,182
10,391,390 10,281,384
11,995,201 11,851,228

The annexed noles 1 to 30 form an integral part of these financial statements

i



GHAZANFAR BANK
Statement of Comprehensive Income
Far the year ended December 31, 2015

Note
Interest income
Interest expense
Net interest income 19
Fee and commission income
Fee and commission expense
Net fee and commission income 20
Income from dealing in foreign currencies
Other income 21
Impairment allowances and charge off 8.7
Employee compensation 23
Operating lease expenses
Finance cost on lease liability 17
Depreciation 10
Amortization 11
Administrative expenses 23
Profit before tax
Taxation 24

Profit for the year

Other comprehensive income

ltems to be reclassified subsequently to profit or loss:

- Unrealized gain on revaluation of available for sale investments
- Related deferred tax

Iltems not to be classified subsequently to profit & loss
Total comprehensive income for the year

22-Dec-17 to

SDecad 31-Dec-18

.
430,131 444 849
(44.734) (35.,674)
385,397 409.175
186,855 196,875
(7.966) (9.753)
178,889 189,122
14,809 5,696
579,095 503,093
68.256 94,600
(62.283) (50,969)
(132,595) (126,334)
(271) (28.407)
(12,393) g

(49,485) (31,438)
(22.523) (837)
(225.847) (212,924)
(505,397) (450,909)
141,956 247,684
(12.402) (120.916)
129,554 126,768

1,140 ]

(228) -

912 -
130,466 126,768

The annexed notes 1 to 30 form an integral part of these financial statements

E



GHAZANFAR BANK
Statement of Changes in Equity
Far the year ended December 31, 2019

Balance as at December 20, 2017

Profit for the period

Other comprehensive income, net of tax
Total comprehensive income

Transfers to contingency reserve

Transactions with owners of the bank
Dividend distribution
Balance as at December 31, 2018

Profit for the year
Other comprehensive income, net of tax
Total comprehensive income

Transfers to contingency reserve

Transactions with owners of the bank
Dividend distribution

Balance as at December 31, 2018

The annexed notes 1 to 30 form an integral part of these financial statements

Unrealized
: : Gain /(loss)
Shars.  Confingency  Baialned o o o0 obie Total
capital Reserve Earnings
for Sale
Investments
.................................. Al v
1,247,800 12,708 408,771 - 1,668,277
- - 126,768 - 126,768
- - 126,768 - 126,768
- 8,745 (8,745) - -
- = (226.200) a (226,200)
1,247,800 21,451 300,594 - 1,668,845
= = 129,554 - 129,554
B B - 912 912
- - 129,554 912 130,466
- 6,338 (6,338) - -
= = (96,500) = (96,500)
1,247,800 27,789 327,310 912 1,603,811 7

Chief Executive Officer




GHAZANFAR BANK
Statement of Cash Flows
For the year ended December 31, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Profit befare tax
Adjustments for:
Net impairment loss/ (reversal) on financial assets
Loss on disposal of fixed assets
Loss on disposal of investment in associate
Depreciation
Amortization

(Increase) / decrease in current assets
Loans and advances
Loans to financial institutions
Other assets

Increase / (decrease) in current liabilities
Deposits fram customers
Deposits from financial institutions
Other liabilities

Tax paid
Net cash generated from / (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment

Proceeds from disposal of property and equipment
Additions fo capital work-in-progress

Purchase of intangible assets

Placements

Proceeds from disposal of investment in associate
Investments

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Lease liability - principal and interest paid
Dividend paid

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

The annexed notes 1 to 30 form an integral part of these financial statements

22-Dec-17 to 31-

31-Dec-19 Dec-18
.......... Afs ‘000’ ..........
141,956 247 684
62,283 50,969
16 (97)
17,608 -
49,485 31,438
22,523 837
293,871 330,831
10,211 (358,987)
(70,000) -
45,981 (276,488)
(69,084) 1,585,451
32,008 -
38,062 (30,036)
(12,822) 919,940
281,049 1,250,771
- (169,805)
281,049 1,080,866
(2,583) (124.694)
g8 153
(8,898) -
- (1,824)
145,166 -
1,938 -
(203,325) (133,682)
(67,604) (260,047)
(25,908) -
(96,500) (226,200)
(122,408) (226,200)
§1,037 594 619
4,859,829 4265210
4,950,866

4,859,829 ;

i T I
\ Lap — ,.
o _— 4
Chief Executive Officer C nancial Officer

Q.¢;/C1 Chairman /5—-"‘ =




GHAZANFAR BANK 5
Notes to the Financial Statements
For the period ended December 31, 2019

1

21

2.2

23

STATUS AND NATURE OF BUSINESS

Ghazanfar Bank (“the Bank") is a commercial bank incorporated under the Law in Afghanistan.
The registered office of the bank is located at Wazir Akbar Khan Street, Sher Pur, District 10,
and Kabul, Afghanistan.

The Bank obtained business license from Afghanistan Investment Support Agency (AISA)
bearing license na: D-29098 renewed in 2016 and is registered as a limited liability company.
The Bank commenced its operations on March 1, 2008 under the license for commercial banking
issued by the Da Afghanistan Bank (DAB) under the Law of Banking in Afghanistan. Currently,
the Bank is being operated with 14 branches with Islamic banking aperations (2017: 11 branches
with Islamic banking operations) in different provinces of Afghanistan and number of employees
are 3560 (2017: 288) at the year end.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB), the
requirements of the Law of Banking in Afghanistan, other laws and regulations issued by Da
Afghanistan Bank and the Islamic Accounting Standards developed by the Accounting and
Auditing Organization for Islamic Financial Institutions (AACIFI). In case requirements differ, the
provisions of the Law of Banking in Afghanistan and regulation issued by DAB will prevail.

Standards, amendments and interpretations to published accounting standards that
became effective in the current year

The Bank has adopted the following accounting standards and the amendments and
interpretation of IFRSs which became effective for the current year

Standard or Interpretation

* |FRS 16, "Leases"

* |FRIC Interpretation 23 Uncertainty over Income Tax Treatment

* Investments in Associates and Joint Ventures - Long-term Interests in Associates and Joint
Ventures (amendments to IAS 28)

= Amendments to IFRS 9: Prepayment Features with Negative Compensation

= Amendments to IAS 19: Plan Amendment, Curtailment or Settlement

Annual Improvements to IFRS Standards 2015-2017 Cycle
* |IFRS 3 Business combination - previously held interest in a joint operation
* IFRS 11 Joint Agreements- previously held interest in a joint operation
= IAS 12 Income Taxes- Income tax consequences on payments on financial
instruments classified as equity
* |AS 23 Borrowing cost - Borrowing cost eligible for capitalization

The above standards and interpretations did not have a material impact on the financial
statements except for the IFRS 16 Leases for which the impact is discussed as below.

Standards, amendments and interpretations to publish approved accounting standards
that are not yet effective

The following are the standards, interpretations and amendments which have been issued but(r
are not yet effective: hﬂ."’



GHAZANFAR BANK 6
Notes to the Financial Statements
For the period ended December 31, 2019

31

3.2

Effective date

(annual
periods
Standard or Interpretation beginning)
IFRS 10 - Consolidated Financial Statements and IAS 28 Investment in
Associates and Joint Ventures - Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture (Amendment) Not yet finalized
IFRS 9@ - Financial Instruments* January 1, 2021
IFRS 17 — Insurance Contracts January 1, 2022
IAS 1/1AS 8 - Definition of Material (Amendments) January 1, 2020
Definition of business - Amendment to IFRS 3 January 1, 2020
The Conceptual Framework of Financial Reporting January 1, 2020

*Central Bank of Afghanistan vide its circular No. 298 dated Hamal 8, 1398 (March 28. 2019)
deferred the applicability of IFRS 9 "Financial Instruments” till January 1, 2021 from original
applicable date of January 1, 2018.

Management does not intend to adopt any of the above standards, interpretations and
amendments earlier than the applicable date. These will not have a significant impact on the
financial statements of the Bank in the year except for IFRS 9 which will have an impact on the
financial statements but assessment in this regard has not been carried out by management.

BASIS OF PREPARATION

Basis of measurement

These financial statements have been prepared on the historical cost basis except as otherwise
disclosed in accounting policies.

Use of critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards
requires management to make judgments, estimates and assumptions that affect the application
of accounting policies and reported amounts of assets, liabilities, income and expenses. Actual
results may differ from these estimates. The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are recognized in the peried in which
the estimate is revised if the revision affects only that period or in the period of the revision and
future periods if the revision affects both current and future pericds.

In particular, information about significant areas of estimation uncertainty and critical judgments
in applying accounting policies that have the most significant effect on the amounts recognized
in the financial statements are described in the following:

a) Note8 Provision against non-performing loans and advances to customers

b) Note 10  Depreciation rates for property and equipment

¢) Note 11 Amortization rates for intangible assets

d) Note24 Income taxes ld



GHAZANFAR BANK 7
Notes to the Financial Statements
For the period ended December 31, 2019

33

41

4141

Functional and presentation currency

These financial statements are presented in Afghani (Afs), which is the Bank’s functional
currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the years presented unless
or otherwise state.

Adoption of IFRS 16 Leases

In these financial statements, the Bank has applied IFRS 16, effective for annual periods
beginning on or after January 1, 2019, for the first time.

IFRS 16 Leases

IFRS 16 ‘Leases’ replaces IAS 17 ‘Leases’ along with three Interpretations (IFRIC 4 ‘Determining
whether an Arrangement contains a Lease’, SIC 15 ‘Operating Leases-Incentives' and SIC 27
‘Evaluating the Substance of Transactions Involving the Legal Form of a Lease’). The adoption
of this new Standard has resulted in recognition of a right-of-use asset and related lease liability
in connection with all former operating leases except for those identified as low-value or having
a remaining lease term of less than 12 manths from the date of initial application.

The new Standard has been applied using the modified retrospective approach. There has been
no impact on the opening equity upon adoption of IFRS 16. The comparative information for
2018 is reported under IAS 17 and is not comparable to the information presented for 2018.
Right-of-use asset amounting to AFN 119,451 thousand has been recognized along with lease
liability of AFN 119,451 thousand with remaining impact recognized in reversal of prepaid rent
expense as of the date of adoption.

For contracts in place at the date of initial application, the Bank has elected to apply the definition
of a lease from IAS 17 and IFRIC 4 and has not applied IFRS 16 to arrangements that were
previously not identified as lease under IAS 17 and IFRIC 4. The Bank has elected not to include
initial direct costs in the measurement of the right-of-use asset for operating leases in existence
at the date of initial application of IFRS 18, being January 1, 2019. At this date, the Bank has
also elected to measure the right-of-use assets at an amount equal to the lease liability adjusted
for prepaid/ accrued lease payments that existed at the date of transition.

Instead of performing an impairment review on the right-cf-use assets at the date of initial
application, the Bank has relied on its historic assessment as to whether leases were onerous
immediately before the date of initial application of IFRS 16. On transition, for leases previously
accounted for as operating leases with a remaining lease term of less than 12 months and for
leases of low-value assets the Bank has applied the opticnal exemptiens to not recognize right-
of-use assets but to account for the lease expense on a straight-line basis over the remaining
lease term. The Bank did not had any finance lease. On transition to IFRS 16 the weighted
average incremental borrowing rate applied to lease liabilities recognized under IFRS 16 was
10.48% to 12.26% per annum. The Bank has benefited from the use of hindsight for determining
the lease term when considering options to extend and terminate leases.

Following accounting policy change has been adopted by the Bank pursuant tc IFRS 16:
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Notes to the Financial Statements
For the period ended December 31, 2019

4.1.2 Leased assets

The Bank as a Lessee

For any new contracts entered into on or after January 1, 2019, the Bank considers whether a
contract is. or contains a lease. A lease is defined as 'a contract. or part of a contract, that
conveys the right to use an asset (the underlying asset) for a pericd of time in exchange for
consideration’. To apply this definition the Bank assesses whether the contract meets three key
evaluations which are whether:

a) The contract contains an identified asset, which is either explicitly identified in the contract
or implicitly specified by being identified at the time the asset is made available to the Bank;

b) The Bank has the right to obtain substantially all of the economic benefits from use of the
identified asset throughout the period of use, considering its rights within the defined scope
of the contract, and

c) The Bank has the rightto direct the use of the identified asset throughout the period of use.
The Ban assess whether it has the right to direct ‘how and for what purpose’ the asset is
used throughout the period of use.

Measurement and recognition of leases as a lessee

At lease commencement date, the Bank recognizes a right-of-use asset and a lease liability on
the balance sheet, The right-of-use asset is measured at cost, which is made up of the initial
measurement of the lease liability, any initial direct costs incurred by the Bank, an estimate of
any costs to dismantle and remove the asset at the end of the lease, and any lease payments
made in advance of the lease commencement date (net of any incentives received).

The Bank depreciates the right-of-use assets on a straight-line basis from the lease
commencement date to the earlier of the end of the useful life of the right-of-use asset or the
end of the lease term. The Bank also assesses the right-of-use asset for impairment when such
indicators exist. At the commencement date, the Bank measures the lease liability at the present
value of the lease payments unpaid at that date, discounted using the interest rate implicit in the
lease if that rate is readily available or the Bank's incremental borrowing rate.

Lease payments included in the measurement of the lease liabillity are made up of fixed
payments (including in substance fixed), variable payments based on an index or rate, amounts
expected to be payable under a residual value guarantee and payments arising from options
reasonably certain to be exercised.

Subsequent to initial measurement, the liability will be reduced for payments made and
increased for interest. It is remeasured to reflect any reassessment or modification, or if there
are changes in in-substance fixed payments. When the lease liability is remeasured, the
corresponding adjustment is reflected in the right-of-use asset, or profit and loss if the right-of-
use asset is already reduced to zero. The Bank has elected to account for short-term leases and
leases of low-value assets using the practical expedients. Instead of recognizing a right-of-use
asset and lease liability, the payments in relation to these are recognized as an expense in profit
or loss on a straight-line basis over the lease term.

On the statement of financial position, right-of-use assets have been included in property and
equipment within operating fixed assets and lease liabilities have been disclosed on the face of

&



GHAZANFAR BANK 9
Nates to the Financial Statements
For the period ended December 31, 2019

the statement of financial position.

Extension options for leases

When the Bank has the option to extend a lease, management uses its judgement to
determine whether or not an option would be reascnably certain to be exercised. Management
considers all facts and circumstances including their past practice and any cost that will be
incurred to change the asset if an option to extend is not taken, to help them determine the
lease term.

4.2 Cash and cash equivalents

For the purposes of cash flow statement, cash and cash equivalents comprise of cash and
balances with central bank (unrestricted) and balances with other banks.

4.3 Financial instruments
Recognition, initial measurement and de-recognition

Financial assets and financial liabilities are recognized when the Bank becomes a party to the
contractual provisions of the financial instrument and are measured initially at fair value adjusted
by transactions costs, except for those carried at fair value through profit or loss which are
measured initially at fair value. Subsequent measurement of financial assets and financial
liabilities are described below.

Financial assets are de-recognized when the contractual rights to the cash flows from the
financial asset expire, or when the financial asset and all substantial risks and rewards are
transferred. A financial liability is de-recognized when it is extinguished, discharged, cancelled
or expires.

Classification and subsequent measurement of financial assets and financial liabilities

For the purpose of subsequent measurement, financial assets other than those designated and
offective as hedging instruments are classified into the following categories upon initial
recognition:

1 Designation at fair value through profit or loss (FVTPL)
Held for trading

Loans and receivables

Held to maturity

Available for sale

o ks o 78

All financial assets are subject to review for impairment at least at each reporting date to identify
whether there is any objective evidence that a financial asset or a group of financial assets is
impaired.

a) Classification, recognition and subsequent measurement of financial assets

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial recognition, these are measured at amortized
cost using the effective interest method, less provision for impairment. The Bank's cash and
cash equivalents, investments (other than held for trading), loans and receivables and other
assets fall into this category of financial instruments.

The Bank determines allowance for impairment loans and advances in accordance with "Asset
Classifications and Provisioning Regulation” issued by DAB in December 2017, /

‘K'U,-



GHAZANFAR BANK 10
Notes to the Financial Statements
For the period ended December 31, 2019

Loans and advances to customers

The outstanding principal of the advances are classified in accordance with the Asset
Classification and Provisioning Regulation issued by DAB as follows:

a) Standard: These are loans and advances, which are paying in a current manner or at
most past due for the period of 1-30 days, fully secured and is supported by sound net
worth, profitability, liquidity and cash flow of the obligor. Standard assets are sufficiently
secured with respect to the repayment of both the principal amount and interest. An
overdraft would be regarded as Standard if monthly interest payments and cther charges
are past due for 1-30 days, and there was regular activity on the account with no sign of a
hard core of debt developing The Bank does not maintain provision on standard loans.

b) Watch: These are loans and advances which are adequately protected but are potentially
weak. Such an asset constitutes an unwarranted credit risk, but not to the point of requiring
a classification of Substandard. The credit risk may be minor, and most instances, bank
management can correct the noted deficiencies with increased attention. Further, all loans
and advances which are past due by 31 to 60 days for principal or interest payments are
classified as Watch. A provision is maintained in the books of account not less than 5% of
value of such loans and advances.

¢) Substandard: These are loans and advances which show clear manifestations of credit
weaknesses that jeopardize the liquidation of the debt. Substandard loans and advances
include loans to borrowers whose cash flows are not sufficient to meet currently maturing
debts, loans to borrowers which are significantly undercapitalized, and loans to borrowers
lacking sufficient working capital to meet their operating needs.

Further, all loans and advances which are past due by 61 to 120 days for principal or interest
payments are also classified as Substandard. A provision is maintained in the books of
account not less than 25% of value of such leans and advances.

d) Doubtful: These are loans and advances which display all the weaknesses inherentin loans
and advances classified as Substandard but with the added characteristics that they are not
well secured and the weaknesses make collection or liquidation in full, on the basis of
currently available information, highly questionable and improbable. The possibility of loss
is extremely high, but because of certain mitigating circumstances, which may work to the
advantage and strengthening of the facllity, its classification as an estimated loss is
postponed until its more defined status is ascertained. Further all loans and advances which
are past due by 121 to 480 days for principal or interest payments are also classified as
Doubtful. A provision is maintained in the books of account not less than 50% of value of
such loans and advances.

e) Loss: These are loans and advances which are considered uncollectible and of such little
value that their continuation as recoverable facilities is not defensible. This classification
does not imply that the facility has absolutely no recoverable value, but rather it is not
practical or desirable to defer making full provisions for the facility even though partial
recover in future may not be entirely ruled out. Loans and advances classified as Loss
include those to bankrupt companies and insclvent firms with negative working capital and
cash flow or those to judgment debtors with no means or foreclosable collateral to settle the
debts. Further, all loans and advances which are past due over 481 days for principal and
interest payments are classified as Loss. This category of loans shall be retained in bank
balance sheet for the period of 6 month for recovery purposes and 100% loan loss

4



GHAZANFAR BANK 11
Notes to the Financial Statements
For the period ended December 31, 2019

provisioning should be made. After 6 months, they shall be immediately written off with the
provisioning made.

b) Classification and subsequent measurement of financial liabilities

Financial liabilities are measured subsequently at amortized cost using the effective interest
method, except for financial liabilities held for trading or designated at FVTPL, that are carried
subsequently at fair value with gains or losses recognized in statement of comprehensive
income. All derivative financial instruments that are not designated and effective as hedging
instruments are accounted for at FVTPL.

4.4 Investment in equity instruments

Investment in equity instruments is carried at cost less impairment if any

4.5 Loans and advances

Loans and advances are stated net of provisions against non—performing loans and advances.
Specific and general provision are made based on an appraisal of the loan portfolio that takes
into account Regulations and other directives issued by the Da Afghanistan Bank from time to
time.

The provisions made / reversed during the year are charged to the statement of comprehensive
income and accumulated provision is netted off against loans and advances. Loans and
advances are written off when there is no realistic prospect of recovery or when the regulation
requires

In Murabaha transactions, the Bank purchases the goods through its agent or client and after
taking the possession, sells them to the customer on cost plus profit basis either in a spot or
credit transaction. Under Murabaha financing, funds disbursed for purchase of goods are
recorded as 'Advance against Murabaha finance'. On culmination of Murabaha i.e. sale of goods
to customers, Murabaha financing are recorded at the deferred sale price. Goods purchased but
remaining unsold at the statement of financial position date.

4.6 Property and equipment
Owned

Property and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses thereon. Cost includes expenditure that is directly attributable to the
acquisition of fixed assets.

Subsequent costs are included in the asset's carrying amount or are recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits asscciated with the
item will flow to the Bank and the cost of the item can be measured reliably. All cther repairs and
maintenance expenditures are charged to statement of comprehensive income during the
financial period in which they are incurred.

Gains and losses on dispesal of fixed assets are recognized in statement of comprehensive
income.

Land is not depreciated. Depreciation on all other fixed assets is calculated using the straight-
line method to allocate their depreciable cost to their residual values over their estimated usefulf

lives. #
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4.7

43

4.9

The depreciation method, residual values and useful lives of fixed assets are reviewed and
adjusted (if appropriate) at each balance sheet date

Depreciation

Depreciation is recognized in profit and loss account on straight-line basis from the month of use
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.

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

- Building 30 years

- Furniture and fixture 4-10 years
- Computer equipment 4 years

- Vehicles 6 years

- Office equipment 5 years

- Right-of-use assets 3-10 years

Intangible assets

Intangible assets include computer software which are capitalized on the basis of costs incurred
to acquire and bring those to use for intended purpose. Subseguent expenditure on intangible
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.

These costs are amortized over their expected useful lives using the straight-line method 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 to ten years.

Amortization methods, useful lives and residual values are reassessed al 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 recaverable amount.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs
to sell. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset.

Deposits

These are recorded at the amount of proceeds received.
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4.10 Taxation

Income tax expense comprises of current and deferred tax. Income tax expense Iis recognized
in the statement of comprehensive except to the extent that it relates to items recognized directly
in equity or in other comprehensive income.

Current tax

Current tax is the expected tax payable or receivable on the taxable income for the year (using
tax rates enacted or substantively enacted at the balance sheet date), and any adjustment to
tax payable in respect of previous years.

Deferred tax

Deferred tax is provided for using the balance sheet method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes. Deferred tax is not recognized on temporary differences
relating to: (i) the initial recognition of goodwill; (i) the initial recognition of assets or liabilities in
a transaction that is not a business combination and that affects neither accounting nor taxable
profit; and (iii) differences relating to investments in subsidiaries to the extent that they probably
will not reverse in the foreseeable future.

Deferred tax is measured at tax rates that are expected to be applied tc the temporary
differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reperting date

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits
will be available against which the asset 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.

4.11 Employee compensation
Short-term employee benefits are measured on an undiscounted basis and are expensed as the
related service is provided.

4.12 Foreign currency transactions
Transactions in foreign currencies are translated to Afghani at exchange rates prevailing at the

date of transaction.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are
retranslated to Afghani at the exchange rate prevailing at that reporting date. Foreign currency
differences arising on retranslation are recognized in statement of comprehensive income.

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.

4.13 Interest income and expense

Mark-up /interest /return on advances and investments is recognized in the statement of
comprehensive income using effective interest rate method, and in case of advances classified
as doubtful or loss, mark - up is recognized on receipt basis. Mark-up /interest /return on
rescheduled /restructured loans and advances and investments is recognized as permitted by

P
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4.14

415

416

417

418

DAB. Income from Murabaha is accounted for on a time proportionate basis over the period of
Murabaha transaction. Gain or loss con sale of investments are recognized in statement of
comprehensive income in the year in which these arise

The effective interest method is a method of calculating the amortized cost of a financial asset
or a financial liability and of allocating the interest income or interest expense over the relevant
periad. The effective interest rate is the rate that discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter
period, to the net carrying amount of the financial asset or financial liability.

When calculating the effective interest rate, the Bank estimates cash flows considering all
contractual terms of the financial instrument but does not consider future credit losses. The
calculation includes all fees paid or received between parties to the contract that are an integral
part of the effective interest rate, transaction costs and all other premiums or discounts.

Fee and commission

Fees and commission income include account servicing fees and sales commissions and are
recognized as the related services are performed,

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

Lease payments

Payments under operating leases are recognized in statement of comprehensive income on
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.

Dividends

Dividend payments are recognized in the year in which these are approved by BOS and DAB
with the appropriations to capital reserves required by Corporations and Limited Liability
Companies Law of Afghanistan.

Provisions

Provisions for restructuring costs and legal claims are recognized when:

a) the Bank has a present legal or constructive obligation as a result of past events;

b) itis more likely than not that an outflow of resources will be required to settle the obligation;
and

c) The amount has been reliably estimated.

Provision for guarantee claims and other off-balance sheet obligations is recognized when

intimated and reasonable certainty exists to settle the obligations.

Off-setting

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 amounts and
intends either to settle on a net basis or to realize the asset and settle the liability simultaneously‘.f

el
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5 CASH AND CASH EQUIVALENTS

Cash in hand
Balances with Da Afghanistan Bank
Balances with local and foreign banks

5.1 Cashin hand
Local currency
Faoreign currencies

5.2 Balances with Da Afghanistan Bank
Current accounts:
Local currency
Foreign currencies

15

Note

5.1
5.2
53

Local currency deposit account (Overnight deposit) 52.1

31-Dec-18 31-Dec-18
e A IS R hrscsorsesces
889,639 852,205
3,006,513 2,050,683
1,054,715 1,956,941
4,950,867 4,859,829
196,992 136,660
692,647 715,545
889,639 852,205
1,211,851 1,216,864
1,794,624 833,781
3,006,475 2,050,645
28 38
3,006,513 2,050,683

5.2.1 This represents interest bearning account that carries interest rate of 0.1% (2018: 0.1%) per annum.

5.3 Balances with local and foreign banks

In Afghanistan:
Pashtany Bank

Qutside Afghanistan:
Aktif Bank, Turkey
BMCE Bank International Madrid Spain
CSC Bank SAL, Lebanon
Zirat Bank, Turkey
Infin Bank Uzbekistan
JSC Asaka Bank Uzbekistan
JSC Capital Bank Kazakhstan
JSC Ziraat Bank Uzbekistan
Nural Investment Bank INC
SHUAA Capital PSC UAE
State Commercial Bank of Turkemenistan
TENGRI Bank JSC
Transkapital Bank Russia
Uzpromstroy Bank Uzbekistan
Yes Bank, India
Yinzhou Bank, China
Axis Bank, India
HDFC Bank India

531

31-Dec-19 31-Dec-18
cessiiiess OIS O0D s

42 41
12,143 55,810
121,305 97,225
3,736 2,145
36,689 150,973
199,329 8,056
17.816 9,853
230,035 904,235
20,283 100,460
714 5318

2,369 -
100,628 175,802
93,737 34,285
206,161 397,122
3,957 9,313
5,188 5,833
329 322
70 68

134 -
1,054,673 1,956,900
1,054,715 1,956,941

P

5.3.1 This represents the amount held with the investment advisor as a non-interest bearing balance. s&d
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31-Dec-19 31-Dec-18
......... Afs VA0 .. i
6 PLACEMENTS Note
6.1 2,227,099 2,372,265

6.1 These include time deposits with fareign banks with original maturity from three months to one year and
carry interest rate ranging from 2.40% to 5.40% (2018: 2 25% ta 4.75%) per annum.

31-Dec-18 31-Dec-18
.......... ArS 000 oo
7 INVESTMENTS Note
Investment in associate 7 - 18,828
Investment in gold - Fair value through profit and loss 7.2 78,434 157 346
Investment in bonds - Available for Sale (AFS) 7.3 282,659 -
361,093 176,174
7.1 Investment in associate
Afghanistan Payments Systems (APS) 18,828 11,323
Currency translation effect 718 7,505
Proceeds from disposal (1,938) -
Loss on disposal of investment (17,608) -
s B - 18,828

7.1.1 The Bank held 16.67% sharehclding in Afghanistan Payments Systems (APS) and Da Afghanistan Bank
(DAB) acquired the entire shareholding in APS on September 11, 2019. The Bank received an amount of
AFN 1,938 thousand on December 6, 2019 from DAB against its share held in APS and balance of AFN
17,624 thousand was written-off as loss on disposal of investment.

7.2 This represents gold investment in Istanbul (Commodity Exchange of Turkey) through Aktif Bank Turkey.

7.3 These represent investments in Sovereign bends issued by Sri lanka, Kingdom of Saudi Arabia, Bahrain,
Oman and Sharjah which carry coupon ranging from 2.894% to 5.75% per annum and latest maturity till
October 29, 2029. These bonds on listed on different stock exchanges. SHUAA Capital PSC UAE, v
investment advisor, is acting as the custodian of these investments. #



GHAZANFAR BANK
Notes to tha Financial Statements
For the year ended December 31, 2018

8.1

8.2

8.3

B.4

8.5

8.6

LOANS AND ADVANCES 31 December 2018 31 December 2018
Gross Impairment Carrying Gross Impairment Carrying
amount allowance amount amount allowance amount
Note s S OO o AFS 000 ...
Canventional:
Running finance 8.1 1,952 111 (102 821) 1,849,190 2,195,131 (173,880) 2,021.281
SME Ioans 8.2 24,156 (29) 24,127 57,242 - 57.242
Term |oans 83 339,182 (39.698) 209,434 246,155 (40,623) 205,632
2,315,449 (142,648) 2,172,801 2,498,528 (214,503) 2,284,025
Islamic:
Murabaha 8.4 706,707 (3.220) 703,487 664,370 (113) 664,757
3,022,156 (145,868) 2,876,288 3,163,398 (214,616) 2,948,782

The facility to meet working capital requirements carries interest ranging from &% to 15.5% (2018 10% to 15%) per annum. These
facilities are extended for maximum periad of twslve months and these are secured against perscnal guarantees and mortgage of
rasidential and/or commaercial properties of the borrowers.

These are extended 1o the Small and Medium Enterprises carry interest from 8 5% to 16% (2018: 5.15% w0 15%) per annum with
maximum period of four years. These are secured against personal guarantees and mortgage of residential properties of tha borrower

These are term loan facilities extended to customers carries interest ranging from 5.5% to 15% (2018: 10% to 14.5%) per annum.
These facililies are extended for maximum period of ten years. These are secured against personal guarantees, corporate guarantee,
and mortgage of residential and/or commercial properties of the borrowers. These include loans and advances to SMEs amounting to
AFN 2 million which are alsc partially backed by Afghanistan Credit Guarantee Foundation (ACGF) guarantzes lo the exient definad in
agreament with ACGF

Thase represents murabaha agreements under which the Bank provided funds to meet capital and other requirements of the borrower
on a fixed profit sharing basis ranging from 1.5% to 32% (2018: 3% to 23%) per annum. These facilities are extended for a maximum
pericd of thirty six months and secured against personal guarantees and mortgage of residential and/or commercial properties of the
borrower. The underiing essets are not subject to lien.

The credit quality of the loan and advances according to the Asset Classification and Provisioning Regulation is as follows:

Sub-
Standard Watch standard Doubful Loss Total
As at 31-Dec-2019 e Afs 000" ..........
Conventional:
Running finance 1,746,269 - - 205,842 - 1,952,111
SME loans 23,581 575 - - - 24,156
Term loans 160,080 388 158,716 - - 339,182
Islamic:
Murabaha GBE,375 15,492 - 4 840 - 706,707
2,636,305 16,453 158,716 210!682 - 3,022 156
As at 31-Dec-2018
Conventional:
Running firance 1,673,525 - 347,691 173,915 - 2,195.131
SME loans 57 242 - - = = 57,242
Term loans 82,703 1,201 162,251 - - 248 155
Islamic:
Murakbaha 662,610 2,260 - - . 664 870
2,475,080 3,461 509,942 173,915 - 3,163,398
31-Dec-19 31-Dec-18
Impairment allowance on loans and advances Lo AfS 000" .
Opening balance 214,616 158 349
Charge fer the year/ period 19,071 205,684
Reversal made during the year/ period (87.818) (147,257)
Net (reversal)/ charge for the year/ period (B8,747) 58,267

Closing balance 145,869 214,616 /
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22-Dec-17 to
31.Dec-19 _ 'Decs
SRT 11/ 7,1, ¢ T
8.7 Net impairment allowance and charge off

Net {revarsal)/ charge for the year/ penad (68,747) 58 257
Impairment allowance on non funded facilities = (38,349)
Exchange loss / (gain) on currency translation (5,980) (12,573)
Net provision on accrued interest/ profit 245 -
Loans charged-offl writte-off duning the year/ period 136,764 43,624
Amount charged to profit or loss 62,283 50,968

31-Dec-18 31-Dec-18

g LOANS TO FINANCIAL INSTITUTIONS Note Afs '000° ...
FINCA Afghanistan 8.1 70,000
70,000

9.1 This represents term loan to FINCA Afghanistan with an interest rate of 10% per annum having maturtity date of Saptamber. 2020. ;f

60% of this loan is secured against the guarantse by "USAID-DCA" and the remaining 40% is secured against the cash held as
collateral in US Dollars,
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31-Dec-19 31-Dec-18
......... Afs 000" .........
11 INTANGIBLE ASSETS Note
Cost
Opening balance 25,696 23,872
Transfer from capital work-in-progress 11.1 78,436
Additions during the year/ period - 1,824
Closing balance 104,132 25,696
Amortization
Opening balance 24,258 23,421
Amortization for the year/ period 22,523 837
Closing halance 46,781 24,258
Carrying Amount 57,351 1,438

11.1 This represents the cost of Core banking software (Flexcube) from Oracle.

31-Dec-19 31-Dec-18
......... AfS000" v
12 OTHER ASSETS Note
Required reserves with Da Afghanistan Bank 12.1 888,051 953,710
Prepaid expenses 27,230 33,529
Receivable from Western Union 23,407 26,069
Profit receivable 12.2 36,544 36.817
Interest receivable 6,308 2,541
Security deposit Hairatan Branch 12.3 77,480 75,310
Security deposits with Western Union 12.4 18,580 18,074
Other security depasits 12.5 24 936 3,763
Others 3,164 1,859
1,105,680 1,151,672
12.1 Required reserves with Da Afghanistan Bank

Local currency 112,123 113,257
Foreign currencies 775,927 840,453
12.1.1 888,051 953,710

12.1.1 Required reserves are maintained with DAB to meet minimum reserve requirement in accordance
with Article 3 "Required Reserves Regulation" of the Banking Regulations issued by DAB. These
balances are interest free.

12.2 This includes profit receivable on account of Murabaha investments, Sovereign sukuks and
Murabaha facility.

12.3 This represents an amount of USD 1 million, interest free, paid against the operating lease of 10
years as a security deposit to the landlord of the premises. The deposit is refundable at the face
value upon maturity. Effect of translation to local currency is included in the current period. ‘5@,
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12.4 This represent security deposits made between 2010 and 2012 in four equal payments of USD
60,000 each (total amounting to USD 240,000). Effect of translation to local currency is included in

the current period.

12.5 This includes an amount AFN 20,914 thousand deposit held by Nural Investment Bank INC against
the counter guarantee issued by them on behalf of a customer of the Bank.

31-Dec-19 31-Dec-18
Note ... AfS 008" .covvviss
13 SHARE CAPITAL
Authorized share capital
24,780 shares of Afs 10,000 each 1,247,800 1,247,800
Paid-up share capital
124,780 shares of Afs 10,000 each fully paid in cash 1,247,800 1,247,800
31-Dec-19 31-Dec-18
......... Y i 257 [m—
14 DEPOSITS FROM CUSTOMERS Note
Conventional
Current deposits 5,167,428 5,825,491
Saving deposits 14 .1 758,315 768,656
Term deposits 14.2 245,385 175,739
6,171,128 6,769,886
Islamic
Al Wadiah current deposits 705,404 772,522
Mudarabah saving deposits 14.3 797 634 685,277
Mudarabah fixed deposits 14.4 1,218,584 1,387,249
2,721,622 2,845,048
Margin deposits
Margin deposits - expired 41,158 35,715
Margin deposits - unexpired 14.5 1,247,378 599,721
10,181,286 10,250,370

14.1

14.2

Saving deposits carry interest ranging from 1% to 1.5% (2018: 1% to 1.5%) per annum.

Term deposits carry interest ranging from 1.25% to 2.75% (2018: 1.25% to 2.75% ) per annum with
maturity ranging from three months to two years (2018: three months to two years).
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14.3

14.4

14.5

15

16.1

16

17

The profit disbursed during the year on the Mudarabah saving deposits ranged from 0.46% to
0.90% (2018: 0.7% to 1.7%) per annum based on monthly distribution of the return yielded on

Islamic investments.

Profit distribution rates on murabaha fixed deposits during the year ranged from 0.93% to 1.79%
(2018:; 2% to 2.77%) per annum based on monthly distribution of the return on Islamic investments

with maturity of one year (2018: One year).

Margin deposits unexpired represent the cash margin money held against bank guarantee which
are not yet matured / expired and range from 10% to 100% of the guarantee amount.

31-Dec-19 31-Dec-18
......... AlS 1000 e
DEPOSITS FROM FINANCIAL INSTITUTIONS Note
Current deposits 3,249 -
Term deposits 28,759 -
151 32,008 -

These represent deposit balances maintained by FINCA Afghanistan. Term deposit carry interest
rate of 1.75% per annum and is maturing in September 2020. The Bank has marked lien on the
term deposit of USD 369,978 (equivalent to AFN 28,658 thousand) held as cash collateral against
term loan to FINCA Afghanistan.

31-Dec-19 31-Dec-18
OTHER LIABILITIES Note ... Afs ‘000" .........
Interest payable on customer deposits 11,692 7,819
Withholding tax 271 2,624
Unearned commission on bank guarantees 18,752 841
Accrued expenses 12,937 12,478
Other liabilities 24,242 6,070

67,894 29,832

LEASE LIABILITY
Balance as of 01 January 2019 upon adoption of IFRS 16 119,451 -
Addition during the year 2,847 -
Payment during the period - principal (15,260) -
Accrued finance cost (12,393) -
Exchange rate fluctuation 1,745 -

As at Dec 31 2019 96,390 =
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18

19

19.1

20

CONTINGENCIES AND COMMITMENTS

Contingencies
Bank guarantees issued
Letters of credits
Commitments - Unused portion of overdraft

NET INTEREST INCOME

Interest income
Placements
Loans and advances
Loans to financial institutions
Capital notes
Bonds and Sukuk

Interest expense
Deposits from customers
Short term borrowing (inter-bank deal)
Deposits from financial institutions

Net interest income

Interest expense on customers deposits
Term deposits
Saving deposits

NET FEE AND COMMISSION INCOME

Fee and commission income
Commission on bank guarantees
Commission on letter of credits
Fund transfer fee
Loan processing fee
Deposit accounts servicing

Total fee and commission income

Note

19.1

4,780,539 4,072,426
98,678 -
58,181 148,152

4,937,398 4,220,578

22-Dec-17 to 31:
31-Dec-19 Dec-18

......... Afs 000" .........

106,514 53,552
314,592 386,619
1,899 -

- 4678
7,126 =
430,131 444,849
44 579 35,674

21 -

134 g
44,734 35,674
385,397 409,175
30,149 19,973
14,430 15,701
44,579 35,674
66,985 92,130
1,773 271
98,697 90,285
15,797 13,425
3,603 2,764

186,855 198,875 E.

P
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Fee and commission expense

Inter bank transaction fee 7,966 9,753
Net fee and commission income 178,889 189,122
21 OTHER INCOME
Loss on diposal of investment in associate (17,608) -
Loss on sale of fixed assets (16) -
Gain on available for sale Investments 4,332 -
Fair value gain on investment in gold 21,868 7,840
Recovery of loans previously written off 58,675 84,127
Others 1,007 2633
68,258 94,600
22-Dec-17 to 31
31-Dec-19 Dec-18
Note e Afs '000' .........
22 EMPLOYEE COMPENSATION
Salaries and wages 130,647 120,878
Staff bonus 1,752 5,039
Staff welfare 196 417
132,695 126,334
23 ADMINISTRATIVE EXPENSES
Security guards expenses 38,702 38,394
Software annual maintenance 14,760 11,148
Insurance 29,899 31,140
Communication 19,243 20,590
Advertisement 27,128 27,433
Travelling and conveyance 14,319 11,985
Utilities 10,795 9,791
Fuel 4 546 3,164
Repair and maintenance 11,061 6,965
Stationery and printing 6,070 4,472
Food expenses 8,433 6,538
Staff training 2119 2,200
Legal and professional charges 7,428 10,925
Other expenses 31,344 28,181
225,847 212,924
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24

241

25

251

5 3 31.
31-Dec-19 22-Dec-17 to

Dec-18
Notes ... Als 000" .00
TAXATION
Current 24.1 12,402 9,979
Prior - 110,937
12,402 120,916
Effective tax rate reconciliation is as follows:
Accounting profit before tax 141,956 247,684
Tax at applicable rate of 20% (2018: 20%) 28,391 49,537
Non-deductible tax expense 13,673 1,975
Dividend - deductible expense (19,300) (45,200)
Other deductible expenses (10,362) 3,667
12,402 9,979

RELATED PARTIES

The Bank is owned by individuals who are the shareholders of Ghazanfar Group of Companies
(GGC) and therefore, related parties include all group companies of GGC by virtue of common

shareholding.

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

22-Dec-17 to 31

31-Dec-19 Dec-18
Notes ... Afs '000'.........
Fees paid to the members of the board of
supervisors 9,754 10,541
Remuneration of the board of management 25.1 21,388 21,925
31,142 32,466

Board of management of the Bank includes CEO, Deputy CEO, CFO, COO and CIBO. In addition to
salaries, the Bank also provides non-cash benefits to the members of board of management which
include furnished accommodation, meals and travel associated with the business of the bank.
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Transactions with related parties

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

reporting date:

Notes

Associates

Balances at year end

Loans and advances

Prepaid rent

Customer deposits

Security Deposit for Hairatan Branch
Non-funded Facility

Transaction during the year/ period

Interest income on loans and advances

Commision on Non-Funded facility

Recurring fee paid to Afghanistan Payment Systems
Rent paid

22-Dec-17 to 31

31-Dec-19 Dec-18
......... Afs 000" .........

69,385 70,176
- 104
14,411 16,177
77,460 75,310

3,873 -
6,698 6,403

59 =
5 1,351

156 290 gy
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Capital management

Regulatory capital

Da Afghanistan Bank (DAB) sets and monitors capital requirements far all Banks. Bank is required to
maintain at all imes the paid up capital plus reserves in excess of Afs 1 billion and regulatory capital to be
12% of the risk weighted assets. The capital adequacy of the Bank is assessed in two fiers as per

regulations of the DAB.

- Tier 1 or core capital, consisting of the highest quality capital elements that fully meet all the essential

characteristics of capital; to be 6% of risk weighted assets.

- Tier 2 ar supplementary capital, which includes other instrumenis which, lo a varying degree, fall short of
the qualily of Tier 1 capital, but nonetheless contribute to the overall strength of a bank as a going concem.

Requlatory capital is the sum of Tier 1 and Tier 2 capital and Tier 2 capilal cannot exceed amount of Tier 1

The Bank's regulatory capital position as on December 31, 2019 is as follows:

31-Dec-19 31-Dec-18
Tierdcapital e Afs '000"..........
Total eguity capital 1,603,811 1,569,845
Less: Other Equity Components (8912) =
Less: Profit for the year (129,554) (126,768)
Less: Intangible assets (67,351) (1,438
Total tier 1 (core) capital 1,415,994 1,441,638
Tier 2 capital
General allowances on Standard Advances 18
Revaluation Reserves an Available-for Sale Investments 410 :
Add: Profit for the year 129,554 126,768
Total tier 2 (supplementary) capital 129,982 126,768
Less: Equity investment - 18,828
Total Regulatory capital = Tier 1 + Tier 2 1,545,978 1,549,579
Risk-weight categories
0% risk welght:
Cash in Afghani and fully-convertible foreign currencies 889,638 852,203
Direct claims on DAB 3,894,564 3.004,393
Direcl claims on other Gavernmants - 5
Loans Collaleralized by Blocked Deposits 28,000 -
Others - -
Total 4,812,203 3,856,596
2 T5H-HEinht (ol faboe toled » A% - -
20% risk weight:
Demand Deposits with Banks 1,054,715 1,956,938
Time Deposits with Banks 2,227,099 2,372,265
Guaranteed by Multilateral Lending Institutions 42,000 -
lotal 3,323,814 4,329,204
20% Risk-Weight Total (Above Total x 20%) 664,763 865,841

£
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301

C_/

50% risk weight:
Qualifying Residential Mortgage Loans
Qualifying Real Estate Canstruclion Loans
Total

50% risk-weight total (above total x 50%)

100% risk weight

Loans gross amount
Praperty & Equipment's
All Other Assets
Total
100% Risk-Weight Total (Above Total x 100%)
Off-balance-sheet items with 0% Credit Conversion Factor
Undrawn loan and overdraft facilities
Guarantees
Total
0% Credit Conversion Factor Total (Above Total x 0%)
Off-balance-sheet items with 20% Credit Conversion Factor
Commercial letters of credit
100% Risk Weight
Tctal
20% Credit Conversion Factor Total (Risk-Welghted Total x 20%)
Dff-balance sheet items with 100% Credit Conversion Factor
Guarantees and Slandby Letters of Credit
20% Risk Weight
100% Risk Weight
lotal
100% Credit Conversion Factor Total (Risk-Weighted Totals x 100%)
Total risk-weighted assets

Tier 1 Capital Ratio
Regulatory Capital Ratio

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue on

31-Dec-18 31-Dec-18
.......... Al 000 o
3,022,156 3,163,398
346,813 341,069
580,058 355,309
3,949,028 3,859,776
3@49,023 3,859,776
58,181 148,152
58,181 148,152
84,048
84,046 -
16,809
15,543 53,066
3,468,078 3,207,376
3,484,019 3,260,441
3,484,019 3,260,441
8,114,619 7,986,059
17.45 18.05
19.05 19.40

Supervisors of the Bank.

GENERAL

Figures have been re-arranged and re-classified, wherever necessary, far the purpose of better

presentation

N

A Y

%) Chairman

by the Board of



