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INDEPENDENT AUDITOR'S REPORTON FINANCIAL STATEMENTS
TO THE COUNTRY MANAGER BANK ALFALAH AFGHANISTAN

Introduction

We haveaudited the financial statements of BankAlfalah Afghanistan (the Bank), which comprise the
statement of financial position as of 31 December2023, and the statement of comprehensive income,
the 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 significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Bank as at 31 December2023, and of its financial performance and its cash flows for
the year then ended, in accordancewith International Financial Reporting Standards (IFRSs) issued
by the International Accounting StandardsBoard (IASB), the Lawof Banking in Afghanistan and other
laws and regulations issued by DaAfghanistan Bank.

Basis for Opinion

We conducted our audit in accordance with the International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilitiesfor the
Audit of the FinancialStatements sectionof our report. We are independent of the Bank in accordance
with the International Ethics Standards Board for Accountants' Code of Ethics for Professional
Accountants that are relevant to our audit of the financial statements in Afghanistan, and we have
fulfilled our other ethical responsibilities in accordancewith these requirements and the IESBAcode.
We believe that the audit evidencewe have obtained is sufficient and appropriate to provide a basis
for our opinion.

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
accordancewith IFRSs issued by the International Accounting Standards Board (IASB), the Law of
Banking in Afghanistan and other laws and regulations issuedby DaAfghanistan Bank, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Bank's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basisof accounting unlessmanagement either intends to liquidate the Bank or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsiblefor overseeing the Bank'sfinancial 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 issuean auditor's report that
includes our opinion. Reasonableassurance is a high level of assurance but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordancewith ISAs,we exercise professionaljudgment and maintain professional
skepticism throughout the audit. We also:

• Identify and assessthe risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidencethat is sufficient and appropriate to provide a basisfor our opinion. 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
control.

• 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 opinion on the
effectiveness of the Bank's internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosuresmade by management.

• Concludeon the appropriatenessof management's useof the going concern basisof accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Bank'sability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures in the financial statements or, if such disclosuresare inadequate, to modify
our opinion. Our conclusionsare basedon the audit evidenceobtained up to the date of our auditor's
report. However, future events or conditions may cause the Bank to cease to continue as a going
concern.

• Evaluate the overall presentation, structure, and content of the financial statements, including the
disclosures,andwhether the financial statements represent the underlying transactions and events in
a manner that achievesfair presentation.
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Wecommunicatewith those chargedwith governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identi ing the audit.
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Place: Kabul,Afghanistan



BANK ALFALAH liMITED AFGHANISTAN
STATEMENTOF FINANCIALPOSITION

ASAT31 DECEMBER2023

31-Dec-23 31-Dec-22
Note ...... AFN'000' ......

ASSETS
cash and cash equivalents
Investments - net
Property and equipment
Deferred tax assets - net
other assets
Total assets

5
6
7
8
9

LIABILITIES
Deposits from customers
Lease liabllltles
other liabifities
Total liabilities

10
11
12

EQUITY
capital contributed by Head Office 13

14capita! reserve
Retained earnings
Revaluation reserve on financial instruments at FVOCI
Total equity
Total liabilities and equity

Contingencies and commitments 15

The annexed notes 1 to 28 form an integral part of these financial statements.
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3,389,921
3,441,043

6,372
65,728

851,552
7,754,615

5,944,119
5,707

333,481
6,283,307

1,000,000
79,520

377,246
14,442

1,471,308
7,754,615

4,598,711
4,064,456

17,844
123[658

1,813,930
10,618,599

8,936,639
15,449

441,505
9,393,593

1,000,000
75,654

301,878
(152,526)
1,225,006
10,618,599



BANK ALFALAH LIMITED AFGHANISTAN
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2023

31-Dec-23 31-Dec-22
Note AFN '000' .

308,551 212,073

12,128 13,018
(18,007) __ ~(..:::..5,~6.:::..:63-:J....)
(5,879) 7,355

(104,733) (53,122)
19,181

Interest income
Interest expense
Net interest income

308,551

16

Fee and commission income
Fee and commission expense
Net fee and commission (expense) I income

Income from dealing in foreign currencies
Other income
Total operating income

Reversal/charge of provision on investments and
off balance sheet items

Net gain on re-measurement of IRS
Provision on interest receivable
Net operating income

Personnel expenses
Depreciation
Other operating expenses.
Finance cost on lease liability
Total operating expenses

17

18
217,120

19 20,637
15,303

215,847 -
(3,774)

166,306

(86,053)
30,909
(7,072)

253,059 104,090

(98,470) (91,886)
(10,692) (13,682)
(36,563) (46,245)

__ ~(~1=,3~7~7~)__ ~(~3,~42~6~)
(147,102) (155,239)

20
7
21

Profit I (Loss) before taxation

22

105,957 . (51,149)

(26,622) __ ~9~92~8::...._
79,335 (41,221)

Taxation <,

Profit I (Loss) for the year

Other comprehensive income
Items that may be reclassified to profit or loss subsequently
Mark to market adjustment on investments at FVOCI
Related deferred tax
Mark to market adjustment on interest rate SWAP
Related deferred tax

Other comprehensive income, net of tax

Total comprehensive income I (loss) for the year

361,167
(72,233)

(152,458)
30,492

166,967
246,303

Theannexednotes 1 to 28form an integral part of these financial statements.
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155,685
443,068
(88,614)

(268,287)

(309,508)



BANK ALFALAH LIMITED AFGHANISTAN
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2023

Capital
Revaluation
reserve oncontributed financial

Capital Retained Total
by Head instrument

reserve earnings
Office at FVOCI

Note - - - -- - --- --------------------- --- AFN '000' ---------------------------------

Balance as at 01 January 2022 1,000,000 115,761 75,654 343,099 1,534,514

Total comprehensive income:
(Loss) for the year (41,221) (41,221)1
other comprehensive income {268,287} {268£287}:

(268,287) (41,221) (309,508)

Transferred to capital reserve 14

Transactions with shareholders
Profits remitted to Head Office

As at 31 December 2022 1,000,000 (152£526} 75,654 301£878 1£225£006

Balance as at 01 January 2022 1,000,000 (152,526) 75,654 301,878 1,225,006

Total comprehensive income:
Profit for the year 79,335 79,335
other comprehensive income 166(967 166(967

166,967 79,335 246,302

Transferred to capital reserve 14 3,967 (3,967)
Transactions with shareholders
Profits remitted to Head Office

As at 31 December 2023 1£000£000 14£442 79£621 377£246 1(471£308

The annexed notes 1 to 28 form an integral part of these financial statements.
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BANK ALFALAH LIMITED AFGHANISTAN
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2023

Note ...... AFN '000' ......
31-Dec-23 31-Dec-22

Cash flows from operating activities

Profit / (Loss) before taxation 10S,957 (51,149)

Adjustments for:
Depreciation 7 10,692 13,682
Finance cost on lease liabilities 17 1,377 3,426
Credit losses on financial assets and off balance sheet items 19 23,536 85,849
Provision against interest receivable 7,072
Gain on disposal of property and equipment
Exchange loss on lease liabilities (1)
Net gain on re-measurement of IRS (15l303) (3019092

126,259 27,970
Adjustments for changes in operating assets and liabilities:
Loansand advances to customers - net
Other assets 1,060,051 (785,237)
Borrowings from banks
Deposits from customers (2,992,520) (3,019,181)
Lease liability (18,703) (31,619)
Other liabilities {104l991} 3091246

{2l056l163} (31526J912
Net cash flow used in operating activities before tax (1,929,904) (3,498,821)
Tax paid

Net cash flow used in operating activities (1,929,904) (3,498,821)

Investing activities
Acquisition of operating fixed assets 7
Proceeds from disposal of property and equipment 7
Investments 7341485 115131459

Net cash flow from investing activities 734,485 1,513,459

Cash flows from financing activities
Payment against lease liabilities 11 (10,338) (12,667)
Remittances to the Head Office

Net cash used in financing activities (10,338) (12,667)

Net decrease in cash and cash equivalents (1l205l757) (119981°292
Cash and cash equivalent at beginning of the year 4l598l711 61596J40

Cash and cash equivalents at end of the year 5 3(392(953 4,598J11

~ annexed notes 1 to 28form an integral part of these financial statements.
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BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

1 Status and nature of business

Bank Alfalah Limited Afghanistan ("the Bank") is a foreign branch of Bank Alfalah Limited, Pakistan and is registered and operating in Afghanistan as a
commercial bank. The Bank obtained business license from Afghanistan Investment Support Agency which has been renewed by the Ministry of Commerce
and Industries (MoCI) on 20 August 2023. Under the license of Commercial banking issued by the Da Afghanistan Bank (DAB), the Bank commenced its
operations on 5 September 2005.

Currently, the Bank has two conventional banking branches at Kabul and Herat. The registered office of the Bank is located in Kabul, Afghanistan.

2 Basis of preparation and measurement

These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board (IASB). The Law of Banking in Afghanistan and other laws and regulations issued by Da Afghanistan Bank. Whenever the requirement of the
law of Banking in Afghanistan, other laws and regulations issued by Da Afghanistan Bank, differs with the requirements of the IFRS, the requirement of the
Law of Banking in Afghanistan and other laws and regulations issued by Da Afghanistan Bank takes precedence.

These financial statements have been prepared under the historical cost convention except that certain investments and derivative financial instruments are
stated at fair value.

These financial statements comprise statement of financial position, statement of comprehensive income as a single statement, statement of changes in
equity, statement of cash fiows and the accompanying notes.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires management to
exercise its judgement in the process of applying the Bank's accounting policies. The areas involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the financial statements are disclosed in note 4.

2.1 New accounting standards I amendments and IFRS interpretations

The Bank has not early adopted any new standards, interpretations or amendments that have been issued but are not yet effective in these financial
statements. Other amendments and interpretations apply for the first time in 2023, but do not have an impact on the Bank's financial statements.

3 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.

3.1 Leased assets

a) The Bank as a Lessee

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

• 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;

• The Bank has the right to obtain substantially all 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

• The Bank has the right to direct the use of the identified asset throughout the period of use. The Bank assesswhether it has the right to direct 'how and for
what purpose' the asset is used throughout the period of use.

b) Measurement and recognition of leases as 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 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 asset 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.

Leasepayments included in the measurement of the lease liability 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 substance fixed payments. When the lease liability is remeasured, the corresponding adjustment is refiected 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 leasesand leasesof
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
~e been disclosed in the statement of financial position.



BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

c) Extension option for leases

When the Bank has the option to extend a lease, management uses its judgement to detenmine whether or not an option would be reasonably 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.

3.2 Cash and cash equivalents
For the purpose of the statement of cash flows, cash and cash equivalents comprise balances with less than three months maturity including cash in hand
and at ATM, unrestricted balances with the DAB, balances with banks and placements.

3.3 Financial instruments

3.3.1 Financial instruments - initial recognition

Date of recognition

Financial assets and liabilities, with the exception of loans and advances to customers and balances due to customers, are initially recognized on the trade
date, i.e., the date that the Bank becomes a party to the contractual provisions of the instrument. This includes regular way trades: purchases or sales of
financial assets that require delivery of assets within the time frame generally established by regulation or convention in the marketplace. Loans and
advances to customers are recognized when funds are transferred to the customers' accounts. The Bank recognize balances due to customers when funds
are transferred to the Bank.

Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their contractual terms and the business model for managing the instruments.
Financial instruments are initially measured at their fair value, except in the case of financial assets and financial liabilities recorded at FVPL,transaction costs
are added to, or subtracted from this amount. Trade receivables are measured at the transaction price. When the fair value of financial instruments at initial
recognition differs from the transaction price, the Bankaccounts for the Day 1 profit or loss, as described below.

Day1profit or loss

When the transaction price of the instrument differs from the fair value at origination and the fair value is based on a valuation technique using only inputs
observable in market transactions, the Bank recognizes the difference between the transaction price and fair value in net trading income. in those cases
where fair value is based on models for which some of the inputs are not observable, the difference between the transaction price and the fair value is
deferred and is only recognized in profit or loss when inputs become observable, or when the instrument is derecognized.

3.3.2 Measurement categories of financial assets and liabilities

The Bank classifies all of its financial assets based on the business model for managing the assets and the assets' contractual terms, measured at either;

• Amortized cost, as explained in note (a) below
• FVOCI,as explained in notes (b) and (c) below
• FVPL,as explained in note (e) below

The Bank classifies and measures its trading portfolio at FVPLas explained in note (f) below. The Bank may desiqnate financial instruments at FVPL, if so
doing eliminates or significantly reduces measurement or recognition inconsistencies, as explained in note (f) below.

Financial liabilities, other than loan commitments and financial guarantees, are measured at amortized cost or at FVPLwhen they are held for trading and
derivative instruments or the fair value designation is applied, as explained in note ( e ) below.

a) Due from banks, Loans and advances to Customers, Financial investments at amortized cost

The bank measures Due from bank and loans and advances to customers, included non-derivative financial assets with fixed or determinable payments that
were not quoted in an active market, other than those:

• That the Bank intended to sell immediately or in the near term
• That the Bank upon initial recognition, designated as at FVPLor as available-for-sale
• For which the Bankmay not recover substantially all of its initial investment, other than becauseof credit deterioration, which were desiqnated as available­
for-sale.

The Bank only measures Due from banks, Loans and advances to customers and other financial investments at amortized cost if both of the following
conditions are met:

• The financial asset is held within a business model with the objective to hold financial assets in order to collect contractual cash fiows.

• The contractual terms of the financial asset give rise on specified dates to cash fiows that are solely payments of principal and interest (SPPI) on the principal
amount outstanding.

The details of these conditions are outlined below.

~



BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

Business model assessment

The Bank determines its businessmodel at the level that best reflects how it manages groups of financial assets to achieve its business objective.

The Bank's business model is not assessed on an instrument -by-instrument basis, but at a higher level of aggregated portfolios and is based on observable
factors such as:

• How the performance of the business model and the financial assets held within that business model are evaluated and reported to the entity's key
management personnel.

• The risks that affect the performance of the business model (and the financial assets held within that business model and, in particular, the way those risks
are manaqed.

• How managers of the business are compensated (for example, whether the compensation is based on the fair value of the assets managed or on contractual
cash flow collected).

• The expected frequency, value and timing of sales are also important aspects of the Bank's assessment.

The business model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress case' scenarios into account. If cash flows
after initial recognition are realized in a way that is different from the Bank's original expectations, the Bank does not change the classification of the
remaining financial assets held in that business model, but incorporates such information when assessing newly originated or newly purchased financial
assets going forward.

The SPPI test

Second step of its classification process the Bankassessesthe contractual terms of financial assets to identify whether they meet the SPPItest.

Principal' for the purpose of this test is defined as the fair value of the financial asset (for example, if there are repayments of principal or amortization of the
premium / discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time value of money and credit risk. To make
the SPPI assessment, the Bank applies judgement and considers relevant factors such as the currency in which the financial asset is denominated, and the
period for which the interest rate is set.

In contrast, contractual terms that introduce a more than minimum exposure to risks or volatility in the contractual cash flows that are unrelated to basic
lending arrangement do not give rise to contractual cash flows that are solely payments of principal and interest on the amount outstanding. In such cases,
the financial asset is required to be measured at FVPL

b} Debt instruments at FVOCI

The Bank applies the new category under IFRS9 of debt instruments measured at FVOCIwhen both of the following conditions are met:

• The instrument is held within a business model, the objective of which is achieved by both collecting contractual cash flows and selling financial assets.

• The contractual terms of the financial asset meet the SPPI test.

FVOCIdebt instnuments are subsequently measured at fair value with gains and losses arising due to changes in the fair value recognized in OCL Interest
income and foreign exchange gains and losses are recognized in profit or loss. The ECl for Debt instruments at FVOC! is explained in 33.4. Where the Bank
holds more than one investment in the same security, they are deemed to be disposed off on a first-in first-out basis. On derecognition, cumulative gains or
losses previously recognized in OC! are reclassified from OC! to profit or loss.

c) Equity instruments at FVOCI

Upon initial recognition, the Bank occasionally elects to classify irrevocably some of its equity investments as equity instruments at FVOCIwhen they meet
the definition of Equity under lAS 32 Financial Instruments Presentation and are not held for trading. Such classification is determined on an instrument-by­
instrument basis.

Gainsand losses on these equity instruments are never recycled to profit. Dividends are recognized in profit or loss as other operating income when the right
of the payment has been established, except when the Bank benefits from such proceeds as a recovery of part of the cost of the instrument, in which case
such gains are recorded in OCL Equity instruments at FVOCIare not subject to an impairment assessment.

d} Debt issued and other borrowed funds

After initial measurement, debt issued and other borrowed funds are subsequently measured at amortized cost Amortized cost is calculated by taking into
account any discount or premium on issue funds, and costs that are an integral part of the Effective Interest Rate (EIR). A compound financial instrument
which contains both a liability and an equity component is separated at the issue date.
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BANK AlFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

e) Financial assets and financial liabilities at fair value through profit or loss

Financial assets and financial liabilities in this category are those that are not held for trading and have been either designated by management upon initial
recognition or are mandatorily required to be measured at fair value under IFRS 9. Management only designates an instrument at FVPl upon initial
recognition when one of the following criteria are met:

• The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise arise from measuring the assets or liabilities or
recognizing gains or losses on them on a different basis; or

• The liabilities are part of a group of financial liabilities (or financial assets), which are managed and their performance evaluated on a fair value basis, in
accordance with a documented risk management or investment strategy.

• The liabilities containing one or more embedded derivatives, unless they do not significantly modify the cash flows that would otherwise be required by the
contract, or it is clear with little or no analysis when a similar instrument is first considered that separation of the embedded derivative(s) is prohibited.

Financial assets and financial liabilities at FVPl are recorded in the statement of financial position at fair value. Changes in fair value are recorded in profit
and loss with the exception of movements in fair value of liabilities desiqnated at FVPl due to changes in Bank's own credit risk. Such changes in fair value
are recorded in the own credit reserve through DC! and do not get recycled to profit or loss. Interest earned or incurred on instruments designated at FVPl is
accrued in interest income or interest expense, respectively, using the EIR, taking into account any discount / premium and qualifying transaction costs being
an integral part of the instrument. Interest earned on assets mandatorily required to be measured at FVPl is recorded using contractual interest rate.
Dividend income from equity instruments measured at FVPl is recorded in profit or loss as operating income when the right to get payment has been
established.

f) Financial assets or financial liabilities held for trading
The Bank classifies financial assets or financial liabilities as held for trading when they have been purchased or issued primarily for short-term profit making
through trading activities or form part of a portfolio of financial instruments that are managed together, for which there is evidence of a recent pattern of
short-term profit making. Held-for-trading assets and liabilities are recorded and measured in the statement of financial position at fair value. Changes in fair
value are recognized in net trading income. Interest and dividend income or expense is recorded in net trading income according to the terms of the contract,
or when the right to payment has been established.

Included in this classification are debt securities, equities, short positions and customer loans that have been acquired principally for the purpose of selling or
repurchasing in the near term.

3.3.3 Reclassification of financial assets and liabilities

The Bank does not reclassify its financial assets subsequent to their initial recognition, apart from the exceptional circumstances in which the Bank acquires,
disposes of, or terminates a business line. Financial liabilities are never reclassified.

3.3.4 Derivative financial instrument

Derivative financial instruments are initially recognised at fair value on the date at which the derivative contract is entered into and subsequently remeasured
at fair value using appropriate valuation techniques. All derivative financial instruments are carried as assets where fair value is positive and as liabilities
where fair value is negative. Any changes in the fair value of derivative financial instruments are taken to the profit and loss account.

3.3.5 Impairment of financial assets

a) Overview of the ECl principles

The Bank measures loan loss impairment by using forward-looking ECl approach. Equity instruments are not subject to impairment under [FRS9.

The ECl allowance is based on the credit losses expected to arise over the life of the asset ( the life time expected credit losses or TECl), unless there has
been no significant increase in credit risk origination, in which case, the allowance based on the 12 months' expected credit loss (12m ECl) as outlined in
note (b) below. The Bank's policies for determining if there has been a significant increase in credit risk are set out in Note 24.1.1.

Past due but not impaired loans are those for which contractual interest or principal payments are past due but the Bank believes impairment is not appropnan
The 12mECl portion of lTECLs that represent the ECLsthat result from default events on a financial instrument that are possible within the 12 months after
the reporting date.

Both lTECLs and 12m ECLsare calculated on either an individual basis or a collective basis depending on the nature of the underlying portfolio of financial
instruments.

The Bank has established a policy to perform an assessment at the end of each reporting period of whether a financial instrument's credit risk has increased
significantly since initial recognition, by considering the change in the risk of default occurring over the remaining life of the financial instrument. This is
further explained in note 24.1.1.



BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

Basedon the above process, the Bank groups its loans into Stage 1, Stage 2, Stage 3 and POC!,as described below:

Stage 1 When loans are first recognized, the Bank recognizes an allowance based on 12mECls. Stage 1 loans also include facilities where
the credit risk has improved, and the loan has been reclassified from Stage 2.

Stage 2 Where a loan has shown a significant increase in credit risk since origination, the Bank records an allowance for the lTECls.
Stage 2 loans also include facilities, where the credit risk has improved, and the loan has been reclassified from Stage 3.

Stage 3 loans considered credit-impaired. The Bank records an allowance for lTECLS.

POC! Purchased or originated credit impaired (POC!) assets are financial assets that are credit impaired on initial recognition. POC!
assets are recorded at fair value at original recognition and interest income is subsequently recognized based on credit-adjusted
EIR. ECls are only recognized or released to the extent that there is subsequent change in the expected credit losses.

For financial assets for which the Bank has no reasonable expectations of recovering either the entire outstanding amount, or a proportion thereof, the gross
carrying amount of the financial asset is reduced. This is considered a (partial) derecognition of the financial asset.

b) Considerations in calculation of ECL

The Bank calculates ECl based on three-probability-weighted scenarios to measure the expected cash shortfalls, discounted at an approximation to the EIR.
A cash shortfall is the difference between the cash flows that are due to an entity in accordance with the contract and the cash flows that the entity expects
to receive.

The mechanics of the ECl calculations are outlined below and the key elements are, as follows:

PD The Probability of Default is an estimate of the likelihood of default over a given time horizon. A default may only happen at a
certain time over the assessed period, if the facility has not been previously derecognized and is still in the portfolio. The concept
of PDs is further explained in note 24.1.1.

EAD The Exposure at Default is an estimate of the exposure at a future default date, taking into account expected changes in the
exposure after the reporting date, including repayments of principal and interest, whether scheduled by contract or otherwise,
expected drawdowns on committed facilities, and accrued interest from missed payments. The EAD is further explained in note
24.1.1.

lGD The loss Given Default is an estimate of the loss arising in the case where a default occurs at a given time. It is based on the
difference between the contractual cash flows due and those that the lender would expect to receive, including from the
realization of any collateral. It is usually expressed as a percentage of the EAD. the lGD is further explained in note 24.1.1.

When estimating the ECls, the Bank considers three scenarios (a base case, an upside, downside, ('average base')). When relevant, the assessment of
multiple scenarios also incorporates how defaulted loans are expected to be recovered, including the probability that the loans will cure and the value of
collateral or the amount that might be received for selling the asset.

With the exception of credit cards and other revolving facilities, for which the treatment is separately set below, the maximum period for which the credit
lossesare determined is the contractual life of a financial instrument unless the Bank has the legal right to call it earlier.

The mechanics of the ECl method are summarized below:

Stage 1 The 12m ECl is calculated as the portion of lTECls that represent the ECls that result from default events on a financial
instrument that are possible within the 12 months after the reporting date. The Bank calculates the 12m ECl allowance based on
expectation of a default occurring in the 12 months following the reporting date.

These expected 12-month default probabilities are applied to a forecast EADand multiplied by the expected lGD and discounted
by an approximation to the original EIR. This calculation is made for each of the three scenarios, as explained above.

Stage 2 When a loan has shown a Significant increase in credit risk since origination, the Bank records an allowance for the lTECls. The
mechanics are similar to those explained above, including the use of multiple scenarios, but PDsand lGDs are estimated over the
lifetime of the instrument. The expected cash shortfalls are discounted by an approximation to the original EIR.

Stage 3 For loans considered credit-impaired, the Bank recognizes the lifetime expected credit losses for these loans. The method is
Similar to that for Stage 2 assets, with the PDset at 100%.

POC! POCIassets are financial assets that are credit impaired on initial recognition. The Bank only recognizes the cumulative changes
in lifetime ECls since initial recognition, based on a probability-weighting of the four scenarios, discounted by the credit -
adjusted EIR.
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Loan commitments and letters of credit

When estimating LTECLsfor undrawn loan commitments, the Bank estimates the expected portion of the loan commitment that will be drawn down over its
expected life. The ECL is then based on the present value of the expected shortfalls in cash fiows if the loan is drawn down, based on a probability-weighting
of the three scenarios. The expected cash shortfalls are discounted at an approximation to the expected EIR on the loan. For credit cards and revolving
facilities that include both a loan and an undrawn commitment ECLsare calculated and present together with the loan. For loan commitments and letters of
credit, the ECLis recognized within provisions.

Financial guarantee contracts

The Bank estimates ECLsbased on the present value of the expected payments to reimburse the holder for a credit loss that it incurs. The shortfalls are
discounted by the risk-adjusted interest rate relevant to the exposure. The calculation is made using a probability-weighting of the three scenarios. The ECLs
related to financial guarantee contracts are recognized within provisions.

Credit cards and other revolving facilities

The Bank's product offering includes a variety of corporate and retail overdraft and credit card facilities, in which the Bank has the right to cancel and/or
reduce the facilities with one day's notice. The Bank does not limit its exposure to credit losses to the contractual notice period, but, instead calculates ECL
over a period that refiects the Bank's expectations of the customer behavior, its likelihood of default and the Bank's future risk mitigation procedures, which
could include reducing or cancelling the facilities, . Based on experience and the Bank's expectations, the period over which the Bank calculates ECLsfor
these products, is one year for corporate and 3 years for retail products.

The ongoing assessment of whether a significant increase in credit risk has occurred for revolving facilities is similar to other lending products. This is based
on shifts in the customer's internal credit grade, as explained in note 24.1.1. but greater emphasis is also given to qualitative factors such as changes in
usage.

The interest rate used to discount the ECLsfor credit cards is based on the average effective interest rate that is expected to be charged over the expected
period of exposure to the facilities. This estimation takes into account that many facilities are repaid in full each month and are consequently charged no
interest.

The calculation of ECLs,including the estimation of the expected period of exposure and discount rate is made, on an individual basis for corporate and on a
collective basis for retail products. The collective assessments are made separately for portfolio of facilities with similar credit risk characteristics.

Forward looking information

In its ECLmodels, the Bank relies on a broad range of forward-looking information as economic inputs, such as:

• GDPgrowth
• Unemployment rates
• Consumer price indices

The Bank maintains provision higher of expected credit loss determined under IFRS 9 and provision required under Asset Classification Provisioning
Regulation (ACPR).

3.3.6 Impairment provision under local regulations

a) Loans and advances to banks and customers

The outstanding principal of the advances are classified in accordance with the Asset classification and Provisioning Regulation issued by DABas follows:

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 payments and other 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.

Watch list:
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 fiows 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 loans.
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Doubtful:
These are loans and advances which display all the weaknesses inherent in 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 the facility, 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.

Loss:
These are loans and advances which are considered uncollectable and of such little value 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 recovery in future may not be entirely ruled out. Loans and advances classified as Loss include those to bankrupt companies
and insolvent firms with negative working capital and cash flow or those to judgement 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 months for recovery purposes and 100% loan loss provisioning should be made. After 6 months, they shall
be immediately written off with the provisioning made.

The Bank maintains provision higher of expected credit loss determined under IFRS 9 and provision under Asset Classification Provisioning Regulation
(ACPR).

b) Cash and cash equivalents, Investments, other assets and Off-balance sheet item

The Bank currently maintains 0% general provision on cash and cash equivalents, investments and other assets under ACPRsince 1% general provision
under ACPRis optional. However, the provision for expected credit losses determined under IFRS 9 is also calculated and recorded in financial statements for
these categories.

3.4 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date in the principal or, in its absence, the most advantageous market to which the Bank has access at the date. The fair value of a liability
reflects its non-performance risk.

When available, the Bank measures the fair value of an instrument using the quoted price in an active market for that instrument. A market is regarded as
active if transactions for the asset or liability take place with sufficient frequency and volume to provide pricing information on an ongoing basis (refer note
23.1).

If there is no quoted price in an active market, then the Bank uses valuation techniques that maximizes the use of relevant observable inputs and minimize
the use of unobservable all of the factors that market participants would take into account in pricing a transaction.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price - Le. the fair value of the consideration
given or received. If the Bank determines that the fair value at initial recognition differs from the transaction price and the fair value is evidenced neither by a
quoted price in an active market for an identical asset or liability nor based on a valuation technique that uses only data from observable markets, the
financial instrument is initially measured at fair value, adjusted to defer the difference between the fair value at initial recognition and the transaction price.
Subsequently, that difference is recognized in profit and loss in an appropriate basis over the life of the instrument but no later than when valuation is wholly
supported by observable market data or transaction is closed out.

If an asset or a liability is measured at fair value has a bid price and an ask price, then the Bank measures assets and long positions at a bid price and
liabilities and short positions at an ask price.

Portfolio of financial assets and financial liabilities that are exposed to market risk and credit risk that are managed by the Bank on the basis of the next
exposure to either market risk or credit risk or measured on the basis of a price that would be received to sell a net long position (or paid to transfer a net
short position) for a particular risk exposure. Those portfolio-level adjustments are allocated to the individual assets and liabilities on the basis of the relative
risk adjustment of each of the individual instruments in the portfolio.

The Bank recognizes transfer between levels of the fair value hierarchy as of the end of the reporting period during which the change has occurred.

3.5 Property and equipment

These are stated at historical cost less accumulated depreciation and impairment, if any, except for land and capital work in progress which is stated at cost
less impairment, if any. Historical cost includes expenditure that is directly attributable to the acquisition of the asset.

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

Depreciation is calculated using the straight-line method to allocate the depreciable amount of the assets over their useful life as per the depreciation rates
disclosed in note 7 to the financial statements.
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Depreciation is charged on additions during the year from the date they become available for their intended use while no depreciation is charged in the
month of disposal of assets. This is in accordance with IFRSwhere depreciation should be charged from the date the asset become available for intended use
of management.

Gains and losses on disposal of property and equipment are determined by comparing proceeds with the carrying amount. These are included in other
income in the statement of comprehensive income.

3.6 Impairment of non-financial assets
Non-financial assets that have an indefinite useful life are not subject to amortization and are tested annually for impairment. Non-financial assets that are
subject to depreciation / amortization are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable. An impairment loss or reversal of impairment loss is recognized in the statement of comprehensive income. An impairment loss is recognized
for the amount by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less cost
to sell and value in use. For the purpose of assessing the impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units).

Non-financial assets other than goodwill that suffered impairment are reviewed for possible reversal of the impairment at each reporting date. Reversal of
Impairment losses is restricted to the original cost of the assets.

3.7 Taxation

Current
The current income tax charge is calculated in accordance with Income Tax Law, 2009. Management periodically evaluates position taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation and establishes provisions where appropriate on the basis of amounts and
expected to be paid to the tax authorities.

Deferred
Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax assets
are generally recognized for all deductible temporary differences to the extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilized. Such deferred tax assets and liabilities are recognized if the temporary differences arises from the goodwill
or from the initial recognition(other than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor
the accounting profit.

3.8 Revenue recognition

a) Interest income and expenses for all interest-bearing financial instruments, except for those classified as held for trading or designated at fair value through
profit or loss, are recognized within 'interest income' and 'interest expense' in the statement of comprehensive income using the effective interest rate
method.

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 period. The effective interest rate is the rate that exactly 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.

b) Due but unpaid interest income is accrued on overdue advances for period up to 120 days in compliance with the Banking regulations issued by DAB. After
120 days, overdue advances are classified as non-performing and further accrual of unpaid interest income ceases.

c) Gainsand losseson disposal of property and equipment are recognized in the period in which disposal is made.

d) Feesand commission income and expenses are recognized in the period in which disposal is made.

e) Fee and commission income that are integral part to the effective interest rate on financial assets and liability are included in the measurement of effective
interest rate. Other fee and commission expenses related mainly to the transactions are services fee, which are expensed as the services are received.

3.9 Foreign currency transactions and translation

Functional and presentation currency
Items included in the financial statements of the Bank are measured using the currency of the primary economic environment in which the entity operates
(the functional currency), which is Afghani (AFN). All amounts have been rounded to the nearest thousands, except when otherwise indicated.

Transactions and balances

Foreign currency transactions are translated into functional currency using the exchange rate prevailing at the date of the transaction. Foreign currency
assets and liabilities are translated using the exchange rate at the balance sheet date. Foreign exchange gains and losses resulting from the settlement of
such transactions and from the translation at period-end-exchange rates of assets and liabilities denominated in foreign currencies are recognized in income
currently.

The exchange rate for following currencies against AFNwere:

1USD

As at 31 December 2023

As at 31 December 2022

70.25

89.14

1 EURO

76.85

94.49

1 GBP

88.05

106.41
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3.10 Provisions

Provisions are recognized when they are present, legal or constructive obligations as a result of past events; it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation; and a reliable estimate of the amounts can be made. Provision for guarantee claims
and other off-balance-sheet obligations is recognized when intimated and reasonable certainty exists to settle the obligations.

3.11 Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the financial statements when there is a legally enforceable right to offset
the recognized amounts and the Bank intends to settle either on a net basis or realize the assets and settle the liabilities simultaneously.

3.12 Employee benefits

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

4 Use of critical accounting estimates and judgements

The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year. Estimates and
judgements are continually evaluated based on historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. The resulting accounting estimates and judgements will, by definition, rarely equal the related actual results. The
material estimates, assumptions and judgements used to measure and classify the carrying amounts of assets and liabilities are outlined below:

a) Impairment losses on financial assets

The Bank's accounting framework considers both the provision described under local regulations in Afghanistan and IFRS 9. Therefore, the Bank's level of
provision for impairment against financial asset considers the requrernents of both regimes.

The measurement of impairment losses under IFRS 9 across all categories of financial assets requires judgement, in particular, the estimation of the amount
and timing of future cash flows and collateral values when determining impairment losses and assessment of a significant increase in credit risk. These
estimates are driven by a number of factors, changes in which can result in different levels of allowances.

The Bank's ECl calculations are outputs of complex models with a number of underlying assumptions regarding the choice of variable inputs and their
interdependencies. Elements of the ECl models that are considered accounting judgements and estimates include:

• The Bank's criteria for assessing if there has been a significant increase in credit risk and so allowances for financial assets should be measured on a lTECl
basis and the qualitative assessment;

• The Bank's internal credit grading model
• The segmentation of financial assets when their ECl is assessed on a collective basis development of ECl models, including the various formulas and the
choice of inputs to such models.

• Determination of associations between macroeconomics scenarios and, economic inputs, such as GDP growth.
• Selection of forward·looking macroeconomic scenarios and their probability weightings, to derive the economic inputs into the ECl models.

It has been the Bank's policy to regularly review its models in the context of actual loss experience and adjust when necessary.
The Bank assesses financial assets on a quarterly basis for possible impairment and records the provision for possible loan losses as per IFRS 9 or ACPR
whichever is higher.

b) Provision for income taxes

The Bank recognizes tax liability in accordance with the provisions of Income Tax law 2009. The final tax liability is dependent on assessment by Ministry of
Finance, Government of Islamic Republic of Afghanistan.

c) Useful life of property and equipment

The Bank reviews the useful life, depreciation method and residual value of property and equipment and intangible assets at each statement of financial
position date. Any change in estimates may effect the carrying amounts of the respective items of property and equipment and intangible assets with a
corresponding effect on the depreciation / amortization charge.

~



BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

5 CASH AND CASH EQUIVALENTS

Cash in hand
Balances with Da Afghanistan Bank
Balances with other banks

5.1 Cash in hand
local currency
Foreign currency (in, USD, GBP& EURO)

5.2 Balances with Da Afghanistan Bank
Current account
local currency
Foreign currency

5.3 Balances with other banks
Current accounts

31-Dec-23 31-Dec-22
Note ...... AFN '000' ......

5.1
5.2
5.3

5.3.1

56,596 88,862
2,540,787 2,627,866
792,538 1,881,983

3,389,921 4,598,711

29,308 46,167
27,288 42695
56,596 88,862

2,223,841 1,931,711
316,946 696,155

2,540,787 2,627,866

792,538 1,881,983
792,538 1,881,983

5.3.1 This represents balances in nostro accounts with Citi Bank New York, Habib American Bank New York, National Bank of Pakistan
Frankfurt Germany and First Abu Dhabi Bank UAE. Current account with Habib American Bank New York, carries interest rate
ranging from 3.83% to 4.83% (2022: 0.33% to 3.83%) per annum on floating interest rates under the SPPI scheme, the balances
are available on demand basis starting from 07 May 2022.

6 INVESTMENTS- NET

Debt instruments at fair value through OCI:
Investment bonds

Allowance for ECl / impairment losses

6.1 The breakup of debt instruments at fair value through OCI is as follows:

Rating

Bonds at FVOCI:
African Finance Corp.
Pakistan Euro Bond
Islamic Republic of Pakistan 2031
Oman Government International Bond
South Africa
Republic of Italy
Sharjah Sukuk
Kingdom of Saudi Sukuk
Italy Government International Bond
Perusahaan Penerbit SBSN 2025
Perusahaan Penerbit SBSN 2030
Dubai DOF Sukuk
Republic of Turkey
Republic of Chille

~~

A3
Caa3
Caa3
Ba1
Ba2

Baa3u
Ba1
A1

Baa3u
Baa2
Baa2

Unrated
B3
A2

31-Dec-23 31-Dec-22
Note ...... AFN '000' ......

Rating
Agency

Moody's
Moody's
Moody's
Moody's
Moody's
Moody's
Moody's
Moody's
Moody's
Moody's
Moody's

Moody's
Moody's

6.1 3,523,720 4,170,667

6.2
3,523,720

(82,677)
4,170,667
(106,211)

3,441,043 4,064,456

31-Dec-23 31-Dec-22
AFN '000'...... ......

338,268 418,635
236,907 194,157
183,597 159,277
447,311 561,490
331,939 400,579
34,396 42,000

379,978 474,098
390,435 485,787
252,699 296,551
67,779 84,561

317,913 392,543
321,283 405,309
213,691 246,638

7525 9042
3,523,720 4,170,667



BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

6.1.1 These represent investments in sovereign bonds having maturity ranging from April 2024 to April 2031 (31 December 2022: April
2024 to April 2031) and carrying interest rates ranging from 1.625% to 8.25% (31 December 2022: 1.625% to 8.25%) per
annum. These investments are managed by Treasury head office of Alfalah Bank.

6.2 Impairment allowance for investments

6.2.1 The table below shows stage wise classification as at 31 December 2023 and 2022, respectively.

31 December 2023
Stage 1 Stage 2 Stage 3 Total 31 December

Collective Collective Collective 2022
-- --- -- --- -- ---- --- -- --- -- -- -- -- -- --- AFN '000' ----- ----- --- -- -- -------- -- -- -- -- ----

Debt instruments at fair value through ;:.O:=.,:C",I,,-: ~
Investment in bonds - Gross
Effect of fair value changes

Debt instruments at amortized cost
Capita I notes

3,103,216
(18,990)

5,977

420,504
(63,686)
(29,513)

3,523,720
(82,677)
(23,536)

4,170,667
(106,211)Provision for expected credit losses (6.2.2)

Net Charge / (Reversal) for the year

Net balance 3.084,226 356,818 3,441,043 4064 456

6.2.2 The Bank does not maintain optional provision of 1% under ACPR, This represents provision for expected credit losses calculated,;;;.r IFRS 9.
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7 PROPERTYAND EQUIPMENT

Electrical, Right-of-Leasehold Furniture office and
improvements & fixtures computer Vehicles use Assets Total

equipment (Building)

--- ------ ---- -- -- -- --- -- ----- ---- ---- (AFN '000') -- -- -- --- -- ----- -- ----- -- -- --- -- --
Cost

Balance at 1 January 2022 28,342 8,934 31,698 20,155 57,951 147,079
Additions 346 346
Lease modifications (13,481) (13,481)
Lease derecognized
Disposals
Balance at 31 December 2022 28,342 8934 31698 20,155 44816 133944

Balance at 1 January 2023 28,342 8,934 31,698 20,155 44,816 133,944
Additions 343 343
Lease modifications (11124) (11124)
Balance at 31 December 2023 281342 81934 31,698 201155 441034 1331163

Depreciation

Balance at 1 January 2022 28,197 7,747 28,881 15,374 22,218 102,418
Charge for the year 56 281 909 2,608 9,828 13,682
Derecognition of the lease
Disposal
Balance at 31 December 2022 28253 8028 29790 17982 32046 116,100

Balance at 1 January 2023 28,253 8,028 29,790 17,982 32,046 116,100
Charge for the year 33 250 765 2!172 7!471 10!692
Balance at 31 December 2023 28,287 8,278 30,555 20,155 39,517 126,791

Carrying amounts
Balance at 31 December 2022 88 906 1,908 2,173 12!769 17!844
Balance at 31 December 2023 55 656 11143 0 4!517 6!372

Depreciation rate 0/0 20 10 to 25 20 to 25 25 17 to 100

7.1 The cost of property and equipment includes the fully depreciated assets that are still in use having cost of AFN 83,423 thousands
(31 December 2022: AFN 71,792 thousands).

7.1.1 Fully depreciated assets - details

31-Dec-23 31-Dec-22
...... AFN '000' .

Leasehold improvements
Furniture & fixtures
Electrical, office and computer equipment
Vehicles

"'~
28,175
6,582

28,512
20!155

28,175
6,234

27,661
9722

83.423 71792
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8 DEFERREDTAXASSETS- NET

Balance as Recognized in Balance at Recognized in
at 31 other 31 Charge to other Balance at 31

December Charge to comprehensive December profit or comprehensive December
2021 profit or loss income 2022 loss income 2023

--------------------------------------------------- (AFN '000') ---------------------------------------------------
Deferred tax liabilities arising
in respect of:

Unrealizedgain on interest rate SWAP
Acceleratedtax depreciation
Revaluation reserve on IRS (88,614)

(6,184)
(993)

(77,875)

3,122
626

30,492

(3,061)
(367)

(47,383)
(1,601)
10,739

(6,184)
608

9,138 (5,576) (88,614) (85,052) 3,748 30,492 (50,810)
Deferred tax assets arising
in respect of:

Fair value changesdebt
investments at FVOCI

ECLcharge
Carried forward losses

(72,231) 43,775
17,228
55,536

(72,231) 116,539

(41,739) 65,728

(39,679)
4,145

73054
17,210
(1706)

46,658 9,928

155,685 116,006
21,355 (4,127)
71,348 (15813)

155,685 208,710 (19,940)

67072 123658 (16,192)

Note

9.1
9.2

37,520 15,504

31-Dec-23 31-Dec-22

9 OTHERASSETS
...... AFN '000' .

Required reservewith DAB
Receivablefrom overseasunits (Related party)
Accrued interest on bonds & capital notes
Interest receivableon interest rate swaps
Advancetax -net
Unrealizedgain on IRS

438,853 692,414
70,778 628,651

134,247 144,622
25,763 20,716
4,517 4,517

273,039 418655
947,196 1.909.575
(95,645) (95,645)
851,552 1.813.930

8,979 9,096
429,874 683 318
438,853 692414

Provisionagainst other asset 9.3

9.1 Required reserve with DAB:
Local currency
Foreign currency

9.1.1

9.1.1 This represents required reserve amount being maintained with DAB in order to meet minimum reserve requirement of Article 3 "Required Reserves
Regulation" of the Banking Regulations of Afghanistan. Required reserves are not available for use in the Bank's day-to-day operations. It is calculated by
applying 7% to deposits denominated in AFN and 9% to deposits denominated in foreign currency, credited by the by the DAB from the respective nostro
current accounts of the bank with DAB.

9.2 This amount represents receivable from BAFLDubai against interest received on bonds and from BAFLBahrain against net interest income and Call margin on
IRSon behalf of BankAlfalah Limited Afghanistan.

9.3 This represents provision against interest receivableon capital notes from DAB.

~



BANKALFALAHLIMITED AFGHANISTAN
NOTESTOTHE FINANCIAL STATEMENTS
FORTHEYEARENDED31 DECEMBER2023

10 DEPOSITSFROMCUSTOMERS
Note AFN '000' .

31-Dec-23 31-Dec-22

Current deposits
Savingdeposits
Margin deposits - expired 10.1

4,999,788
921,242
23,089

7,717,845
1,191,240

27,554
5,944,119 8,936,639

10.1 This represents cashmargin on deposits from customers against issuanceof letter of guarantees.

31-Dec-23 31-Dec-22

11 LEASELIABILITIES
...... AFN '000' .

Opening balanceas at
Addition during the year
Derecognizedduring the year
lease rentals paid
Financecost for the year
Exchange(gain) / loss

15,449 37,826
343 346

(1,124) (13,481)
(10,338) (12,667)

1,377 3,426
(1)

5,707 15449

31-Dec-23 31-Dec-22

12 OTHERLIABILITIES
...... AFN '000' .

Callmargin on Interest rate swaps
Interest payableon Interest Rate Swap
Payableto overseasunits (Related party)
Accruedexpenses
Interest payableon term deposit
DABassessmentfee
Professionalcharges
Bills payable
Others
Provisionfor ECl - lG

12.1

12.3

303,480 369,040
12,684 14,723

1,277
10,808 9,828

41,000
1,512 1,512
3,640 2,450
779 948
149 162
430 565

333,481 441505

12.2

12.1 This represents call margin received from First Abu Dhabi Bank (FAB)against the interest rate swap agreements (IRS), to cover the risk of fair value changes
in the investment bonds due to interest rates fluctuations in the market. The call margin amount of AFN303 Million (2022: 369 Million) represents the Bank's
share in the call margin received from FABto ensure the margin requirements.

12.2 This represents, in prior year, amount payable to BAFl Dubai against custody account charges.

12.3 This representsexpected credit losseson letter of guarantees, nostro balancesand balancesmaintainedwith DAB.

13 CAPITALCONTRIBUTEDBY HEADOFFICE

Da Afghanistan Bank (DAB) vide its letter No. 3783/3971 dated 7 January 2014 directed all branches of foreign banks to convert their minimum equity from
other currencies to local currency equivalent to AFN 1 billion gradually till 31 March 2014. Accordingly, the Board of Directors (BOD) of the HeadOffice, in its
meeting held on 2 March 2014 approved capitalization of unappropriated profit to meet the minimum equity requirements of AFN 1 billion. The BoD had also
approved the remittance of the then remaining inappropriate profit to the HeadOffice to the extent as may be decided by the management of the Bank.

~~)..
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14 CAPITAL RESERVES

Article 93 ReserveCapital of Corporations and Limited Liability CompaniesLaw of Afghanistan, requires that Bank should transfer 5% of its profit to Capital
Reserve to compensate for future possible losses to the extent such capital reserves reach up to 25% of the Bank's capital. Due to losses for the year, the
Bank'scapital reservesas at 31 December 2023 stood at AFN79,620 thousands (31 December2022: AFN75,654 thousands).

15 CONTINGENCIESAND COMMITMENTS
Note AFN '000' ..

31-Dec-23 31-Dec-22

Contingencies
Financialguarantees 15.1 183,786 233,205

Commitments 15.2 2,627,350 3,333,836

15.1 These represent performance guarantees issued by the Bank in the normal course of business. These are 100% secured against counter guarantees of
StandardChartered Bank- Pakistan.The Bank is also facing certain litigations on which no provision is required as per the opinion of legal advisor.

15.2 This represents interest rate swap contract amounting to AFN2.627 billion and contingency regarding IRS principal amount payable/receivable against notional
amount of AFN 2.627 billion. The Bank has hedged 8 bonds which are Pakistan Euro Bond, Islamic Republic of Pakistan 2031, South Africa, Sharjah Sukuk,
Kingdomof SaudiSukuk, Italy Government International Bond, PerusahaanPenerbit SBSN2030 - Indonesia and DubaiDOFSukuk.

31-Dec-23 31-Dec-22

16 NETINTERESTINCOME
...... AFN '000' ......

INTERESTINCOME
Cashand cash equivalents
Investments
Net interest income / (expense) on IRS

21,533 13,636
181,208 197,731
105,809 4480
308,551 215,847

(3,774)
(3,774)

308,551 212 073

INTERESTEXPENSE
Interest on term deposits
Net interest expense

Net Interest income

31-pec-23 31-Pec-22

17 NETFEEANDCOMMISSION (EXPENSE)I INCOME

FEEANDCOMMISSION INCOME

...... AFN '000' ......

Income from guarantee arrangements
Fundstransfer fee
Customers'account service charges

Feeand commissionexpense
NETFEEANDCOMMISSION (EXPENSE)I INCOME

1,490
6,280 4,856
51848 6672

12,128 13,018
17.1 (181007) (5,663)

(5,879) 7,355

17.1 This represents bank chargesAFN 12.425 million (2022: AFN 1.741mn), SWIFTcharges AFN400 thousands (2022: AFN31 thousand) and other expensesfor
visa card chargesAFN5.180 million (2022: AFN3.890mn).

31-pec-23 31-pec-22

18 OTHERINCOME
...... AFN '000' ......

Provision reversal on interest payable 191181
191181
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19 IMPAIRMENT LOSSON FINANCIAL ASSETSAND OFF-BALANCESHEETITEMS

The table below shows the ECl chargeson financial instruments for the year recorded in the income statement:

31 December 2023
Stage 1

Collective
Stage 2

Collective
Stage 3 Regulatory

Collective

2022

Total Total

-----------------------------------------------(AFN '000')-------------------------------------
Note

Investments
Other assets
FinancialGuarantees
Impairment charge for the year

6.2 (5,977)
(3,032)

564

29,513

15 (431)

23,536 85,849
(3,032)

134 204
20,637 86053

31-Dec-23 31-Dec-22

Note ...... AFN '000' ......

33,853 32,543
64,617 59,343
98,470 91886

31-Dec-23 31-Dec-22
...... AFN '000' ......

5,879 7,893
5,416 12,372
4,810 5,052
3,518 4,149
1,323 1,230
511 614

3,154 3,592
2,665 3,001
2,127 1,592
6,659 5,234

1,076
501 440

36,563 46245

31-Dec-23 31-Dec-22
...... AFN '000' ......

22.1 (10,430)
8 (16,192) 9928

(2fj,622) 2,228

(8,445) 29,082

20 PERSONNELEXPENSES

Basicsalaries
Allowancesand bonus

21 OTHEROPERATINGEXPENSES

Rent, taxes, insuranceand utilities
Deposit insuranceexpense- ADIC
legal and professionalcharges
Communications
Repairsand maintenance
Stationery and printing
Auditors' remuneration
Office food expense
Travelling and conveyance
Security cost
Penaltiesimposed by DAB
Other operating expenses

22 TAXATION

Prior year taxation
Deferred

22.1 This represents additional prior year taxation paid to MoFtax authorities, as a result of tax final audit.

2023 2022
22.2 Reconciliation of effective tax rate Rate (AFN '000') Rate (AFN '000')

Accounting profit for the year 105,957 (51,149)

Applicabletax @ 20% 20% 21,191 20% (10,230)
Effect of tax on dividend to shareholders 0.00% 0.00%
Effect of inadmissibleexpenses 0.00% 2.34% (1,199)
Deferred tax effect relating to:

Reversaland (origination) of temporary differences -35.28% (37,383) -41.76% 21,357

~
-15.28% (16,192) -19.41% 9928
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23 FINANCIAL ASSETS AND LIABILmES

Accounting classification and fair values

The following table showsthe carryingamountsand classificationof financialassetsand financial liabilities:

Financial
assets (other

than Debt Debt Financial
investments)- investments investments liabilities at
At amortized at amortized at fair value amortized

Note cost cost through OCI cost Total
-------------------------------- AFN·000· -------------------------------------

31 December 2023
Assets
Cashandcashequivalents
Investments- net
Otherassets

5
6
9

3,392,953

851,552

3,392,953
3,441,043 3,441,043

851,552
3,441,043 7,685,548

5,944,119 5,944,119
5,707 5,707

331,539 331,539
6,281,365 6,281,365

4,598,711
4,064,456 4,064,456

1,813,930
4064456 10477 097

8,936,639 8,936,639
15,449 15,449

439428 439428
9,391,516 9,391,516

4,244,505

Liabilities
Depositsfrom customers
Leaseliabilities
Other liabilities

10
11
12

31 December 2022
Assets
Cashandcashequivalents
Investments- net
Loansandadvancesto customers- net
Otherassets

Liabilities
Depositsfrom customers
Leaseliabilities
Other liabilities

5 4,598,711
6

9 1,813,930
6412641

10
11
12

23.1 Fair value of financial assets and financial liabilities

(a) Financial instruments measured at fair value using a valuation technique

The table below analysesfinancial instruments carried at fair value, by valuation method, The various fair value levels have been defined as
follows:

Level 1 : quotedprices(unadjusted) in activemarketsfor identicalassetsor liabilities.

Level 2 : Inputs other than quoted prices includedwithin Levell that are observablefor the asset or liability, either directly (i.e., as prices) or
indirectly(i.e., derivedfrom prices).

Level 3 : Inputs for the assetor liability that are not basedon observablemarketdata (unobservableinputs).

Levell Level 2 Level 3
-------------------AFN ·000-------------------

Debt investmentsat fair valuethroughOCI (December31, 2023)

Debt investmentsat fair valuethroughOCI (December31, 2022)

3,523,720

4,170,667

Valuationtechniqueand key inputsusedfor investmentsin bondswere quotedmarketbid price in activemarket.
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(b) Fair values

Set out below is a comparisonof the carryingamountsand fair value of the Bank'sfinancial assetsand liabilities, other than those with carrying
amountsthat are reasonableapproximationsof fair values:

Carrying Value Fair Value
31-Dec-23 31-0ec-22 31-0ec-23 31-0ec-22
---------------------------AFN "000----------------------------

Financial assets
Cashandcashequivalents
Investments
Otherassets

Financialliabilities
Depositsfrom customers
Leaseliabilities
Other liabilities

24 Risk management policies

The Bankis a foreign branchof BankAlfalah LimitedPakistan(HeadOffice), therefore, the Boardof Directorsof the HeadOffice (the Board)has
overall responsibilityfor the establishmentand oversight of risk managementframework of the HeadOffice as well as overseasbranches.The
HeadOffice has in placean approvedintegratedrisk managementframework for managingcredit risk, market risk, liquidity risk, and operational
risk as evidencedby its Boardapproved"RiskManagementPolicy"and "RiskManagementManual".The Boardhas establishedthe Management
Board,Assetand LiabilityCommittee(ALCO),a CreditCommitteeand BoardRiskManagementCommitteeand BoardAudit Committeewhich are
responsiblefor developingand monitoring risk managementpolioes in their specifiedareas.All Boardcommitteeshaveboth executiveand non­
executivemembersand report regularly to the Boardof Directorson their activities. The ManagementBoardassists in these functions by the
Internal Audit, complianceand RiskManagementDivisionat the HeadOffice. Internal audit function is an independentrisk review function that
reports directly to the BoardAudit Committeeat the HeadOffice. The HeadOffice appointsCountry Headspecificallyto overseeoperations in
Afghanistanand to managethe risksin accordancewith the risk managementpoliciesof the HeadOffice.

The Bank's Internal Audit and ComplianceDepartments in Afghanistan are responsiblefor monitoring compliancewith the risk management
policiesand procedures,and for reviewingadequacyof risk managementframework in relation to the risks faced by the Bank.As a policy, the
reporting line of the risk managementfunction hasbeenkeptcompletelyindependentof the businessdivision.

The Bankhasexposureto the following risksfrom its useof financial instruments:
- Credit risk
- Liquidityrisk
- Marketrisk
- Currencyrisk
- Operationalrisk

24.1 Credit risk

Credit risk managementprocessesencompassidentification, assessment,measurement,monitoring and control of credit risk exposure. In the
Bank'sexperience,a key to effectivecredit risk managementis a well thought out businessstrategy.The Bank'sfocus over the comingyearswill
be to further enhancerisk models, processesand systemsinfrastructure, in line with its ambition to bring maximumsophisticationto the risk
managementfunction. The Boardhas delegatedresponsibilityfor the managementof credit risk to its HeadOffice CreditCommittee.A separate
credit department has been establishedby the Bankfor its Afghanistanoperationsthat is responsiblefor oversight of the Bank'scredit risk and
which is reportableto the CreditCommittee.The Creditdepartment is headedby GroupHeadCredit alongwith credit departmentstaff who looks
after credit risk mattersandconductportfolio analysisandstresstesting on regular basisfor managingcredit risk.

The Bankhas establishedand maintaineda sound loan portfolio in terms of well-definedcredit policy approvedby the Boardof Directors.The
credit evaluationsystemcomprisesof well designedcredit appraisal,sanctioningand reviewproceduresfor the purposesof emphasizingprudence
in lendingactivitiesand ensuringthe high quality of asset portfolio. The function is also supportedby CreditAdministrationand CreditMonitoring
Departmentsat HeadOffice level to ensuresegregationof dutiesand efficient managementof credit risk. The Banksmanagesits portfolio of loan
assetswith a view to limit its concentrationsin terms of risk quality, geography,industry,maturity and largeexposure.
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The amount of credit risk in this regard is representedby the carrying amountsof the assetson the balancesheet date. Exposureto credit risk
managedthrough regular analysisof borrower to meet interest and capital repaymentobligations and by changing their lending limits where
appropriate. Exposureto credit risk is also managedagainst personal guaranteeof the borrower and mortgage of immoveableproperty duly
registeredwith the Courtof law and hypothecationover stockand current assetsduly verified by the Bank'sCreditOfficeron monthlybasis.

A sophisticatedInternal CreditRatingSystemhasbeendevelopedby the Bank,which is capableof quantifyingcounter-partyand transactionrisk in
accordancewith the best practices.The system takes into considerationqualitative and quantitative factors of the counter-party, transaction
structure,securityetc. and generatesan internal rating vis-a-visanticipatedcustomerbehavior.

The adherenceto Risk-appetitestatement approvedby the Board is monitoredby RMD.Further the complianceof regulatory& internal limits is
alsomonitoredandany deviationsare ratified from the competentauthorities.

24.1.1 Credit risk measurement

Impairment assessment under IFRS 9

Definition of default and cure

The Bankconsidersa financial instrument defaultedand therefore Stage3 (credit-impaired)for ECl calculationsin all caseswhen the borrower
becomes90 days past due on its contractualpayments.As a part of a qualitativeassessmentof whether a customer is in default, the Bankalso
considersa variety of instancesthat may indicate unlikelinessto pay. When such eventsoccur, the Bankcarefully considerswhether the event
shouldresult in treating the customerasdefaultedand thereforeassessedasStage3 for ECl calculationsor whetherStage2 is appropriate.

It is the Bank'spolicyto considera financial instrumentas 'cured' and therefore re-classifiedout of Stage3 when noneof the default criteria have
been present for at least 3 consecutivemonths. The deosion whether to classify an asset as Stage 2 or Stage 1 once cured dependson the
updatedcredit grade, at the time of the cure, and whether this indicatesthere has beena significant increasein credit risk comparedto initial
recognition.The bank is observinga probationaryperiodof a minimumof 3 instalments(for repaymentswhich are on a quarterly basisor shorter)
and 12months(in caseswhere instalmentsare on a longerfrequencythan quarterly)after the restructuring,beforeupgradingfrom Stage3 to 2.

Credit ratings and POestimation process

The Bank'sCreditRiskDepartmentoperatesits internal ratingmodels.Themodelsincorporateboth qualitativeand quantitative informationand, in
addition to informationspecificto the borrower, utilize supplementalexternal information that could affect the borrower'sbehavior.PDsfor rated
portfoliosare determinedusingmigrationof rating gradesfrom one periodto other within the POobservationperiod.Consumerlendingcomprises
credit cards.PDsmodelsof theseproductsare primarilydrivenby dayspastdue.

Estimatedhistoricalrealizeddefault ratesare adjustedfor IFRS9 ECl calculationsto incorporateforward looking informationand the IFRS9 Stage
classificationof the exposure.This is repeatedfor each economicscenariosas appropriate.For debt securitiesin the Treasury portfolio, external
rating agencycredit gradesare used. The PDsassociatedwith each grade are determinedbasedon realizeddefault rates as publishedby the
ratingagency.

Exposure at default

The exposureat default (EAD)representsthe grosscarryingamount of the financial instrumentssubjectto the impairmentcalculation,addressing
both the client'sability to increaseits exposurewhile approachingdefault and potentialearly repaymentstoo.

The EADsare determinedbasedon the expectedpayment profile, which varies by product type. For amortizing productsand bullet repayment
loans, this is basedon the contractual repaymentsowed by the borrower over the 12 months and lifetime basis.This is also adjusted for any
prepaymentsmadeby the borrower. For revolvingproducts,the EADis predictedby taking current drawn balanceand addinga credit conversion
factor whichallowsfor the expecteddrawdownof the rernatruno limit by the time of default.

To calculatethe EADfor a Stage 1 loan, the Bankassessesthe possibledefault eventswithin 12 months for the calculationof the 12mECl.For
Stage2, Stage3 and POCIfinancialassets,the exposureat default is consideredfor eventsover the lifetimeof the instruments.

Lossgiven default

The bankhasused53% lGD for sovereignwhereas45% LGDfor corporateand bankexposures,as per the BaselII standardcredit risk guidance.

Significant increase in credit risk

The Bankcontinuouslymonitorsall assetssubject to ECLs.In order to determinewhether an instrumentor a portfolio of instrumentsis subject to
12mEClor l TECl, the Bankassesseswhether there hasbeena significant increasein credit risk since initial recognition.The Bankhasestablished
a policy to perform an assessment,at the end of each reporting period, of whether a financial instrument'scredit risk has increasedsignificantly
since initial recognition.Significant increasein credit risk is measuredby comparingthe risk of default estimatedat origination with the risk of
default at reportingdate. The Bankalsoappliesa secondaryqualitativemethod for triggering a significant increasein credit risk for an asset,such
as moving a customer/facility to the watch list, or the account becoming forborne. Regardlessof the change in credit grades, if contractual
paymentsare more than 30 dayspastdue, the credit risk is deemedto haveincreasedsignificantlysinceinitial recognition.
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Measuring expected credit 1055e.S - ECl

PD,EADand lGD are multipliedtogether and adjustedfor the likelihoodof survival (i.e. the exposurehas not prepaidor defaultedin earlier year)
on annual basis.This effectively calculatesan ECl for each future year, which is then discountedbackto the reporting date and summed.The
discountrate usedin ECl computationis the originaleffective interest rate or an approximationthereof.

Forwardlookingeconomicinformation is also includedin determiningthe 12 month and lifetime ECL.The bank has performedhistoricalanalysis
and identified keyeconomicvariablesimpactingcredit risk and ECl for eachportfolio. Theseeconomicvariablesand their associatedimpacton PD,
EADand lGD vary by financial instrument.Expertjudgment hasalso beenappliedin this process.Forecastof theseeconomicvariables(the "base
economicscenario")are obtainedfrom externalsourceson a monthlybasis.

In addition to the baseeconomicscenario,the managementalso estimateother possiblescenariosalong with scenariosweighting. The scenario
weighting are determined by an expert credit judgment. As with any economicforecasts, the projectionsand likelihoodsof the occurrenceare
subject to a high degree of inherent uncertainty and therefore the actual outcomesmay be significantly different to those projected.The bank
considerstheseestimatesof the possibleoutcomes.The bankhas usedbase,upsideanddownsidescenariosfor its ECl estimation.

Impairment under local regulations

(i) Overdue balanceson loansto banks/ customersare segmentedinto five categoriesasdescribedin note 3.3.5. The percentageof provision
createdon suchoverdue balancesare as per guidelinesissuedby DABand reflectsthe rangeof default probabilitiesdefinedfor eachcategory.
This meansthat, in principle,exposuresmigratebetweenclassesasthe assessmentof their probabilityof default changes.

(ii) Exposureat default is basedon the amounts,the Bankexpectsto beowedat the time of default. Forexample,for a loan this is the facevalue.

(iii) loss given default or lossseverity representsthe Bank'sexpectationof the extent of losson a claim should default occur. It is expressedas
percentageloss per unit of exposureand typicallyvaries by type of counterparty,type and seniority of claim and availabilityof collateralor other
creditmitigation.

Other than loans and advances to banks and customers

Other than loans and advancesincludesbalanceswith other banks and financial institutions and placementswith other banks, investments in
bondsand held with DABand other assets.Judgmentsand instructionsfrom the Bank'streasury are being used by the Bank'smanagementin
placingfunds with other banksand are viewedas a way to gain better credit quality mappingand maintaina readilyavailablesourceto meet the
funding requirementsat the sametime when required.

Concentration of risk of financial assets with credit risk exposure

Credit concentration risk arises mainly due to concentrationof exposuresunder various categoriesviz. industry, geography, and single/group
borrowerexposures.Within credit portfolio, as a prudentialmeasureaimedat better risk managementand avoidanceof concentrationof risks, Da
AfghanistanBankhas prescribedregulatory limits on bank'smaximumexposureto single borrowerand group borrowers.The Bank'sannualcredit
planspellsout the maximumallowableexposurethat it can take on specificindustriesfor every businessgroup.

Notes
31-Dec-23 31-Dec-22

...... AFN '000' ......
Creditrisk relatingto on-balancesheet itemsare as follows:

Balanceswith DABandother banks
Investments
Otherassets

5
6
9

3,336,357
3,441,043
412,699

4,509,849
4,064,456
1,121,516

7,190,099 9,695,821

Credit risk relating to off-balancesheet items is as follows:

Guarantees 15.0 183,786 233205
183,786 233205
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Theabovetable representscredit risk exposureto the Bankat 31 December2023and 31 December2022,without taking accountof any collateral
held or other enhancementsattached.Foron-balancesheetassetsthe exposureset out above is basedon net carryingamountsas reported in the
statementof financialposition.

Credit quality of financial assets

Thecredit qualitiesof Bank'sfinancialassetshavebeenassessedbelowby referenceto the externalcredit ratingsof counter partiesdeterminedby
various international credit rating agencies.The counterpartiesfor which external credit ratings were not beenavailablehave beenassessedby
referenceto internalcredit ratingsdeterminedbasedon their historicalinformationfor anydefaults in meetingobligations.

Investments

Investmentsheld carriesvariouscredit rating and rangesfrom Aaato B3.Theseinvestmentsare madeon defined investmentcriteria of the Bank.
The credit quality and the maximumexposureto credit risk for under expectedcredit lossesmodel is basedon external credit rating gradesand
year-endstageclassificationasat 31 December2023and 2022asdisclosedin note 6.1 to the financialstatements.

Note
Loans and advances

31-Dec-23 31-Dec-22
...... AFN '000' .

Loans and advances to customers and financial institutions

Neitherpastdue but nor impaired:
Grossamount
Provisionfor expectedcredit losses
Carryingamount

Past due but not impaired loans
Pastdue but not impairedloansare those for which contractualinterest or principalpaymentsare pastdue but the Bankbelievesimpairmentis not
appropriate.As at 31 December2023, there is no loan to be classifiedin the categoryas per IFRS9 or ACPRissuedby DAB.

Write-off policy
The Bankwrites off loansor advancesand any relatedallowancesfor impairment losses,when the Bank'sCredit departmentdeterminesthat the
loansare uncollectible.This determinationis reachedafter consideringinformationsuchas the occurrenceof significantchangesin the borrower's
financial position such that the borrower can no longer pay the obligation, or that proceedsfrom collateralwill not be sufficient to pay back the
entire exposure.Beforeallowing to written off, it is ensuredthat all possibleavenuesof recovery, inclusiveof legal action are exhaustedor legal
action is not advisable.

Settlement risk
The Bank'sactivitiesmay give rise to risk at the time of settlement of transactionsand trades, if any. Settlement risk is the risk of loss due to
failure of an entity to honor its obligationsto delivercash,securitiesor other assetsas contractuallyagreed.

For certain typesof transactions,the Bankmitigate this risk by conductingsettlementsthrough a settlement/ clearingagent to ensurethat a trade
is settled only when both parties have fulfilled their contractualsettlement obligations.Settlement limits form part of the credit approval/limit
monitoring processdescribedearlier. Acceptanceof settlement risk on free settlement trades require transactionsspecificor counterpartyspecific
approvalsfrom the Bank'srisk department.

24.2 Liquidity risk

Liquidityrisk is the potential for lossto the bankarising from either its inability to meet its obligationsor to fund increasein assetsas they fall due
without incurringunacceptablecost or losses.

The Bank'sAssetand LiabilityCommittee(ALCO)managesthe liquidity positionon a regular basisand is primarily responsiblefor the formulation
of the overall strategyand oversightof the asset liability function. ALCOmonitorsthe maintenanceof liquidity ratios, depositorsconcentrationboth
in terms of the overall funding mix and avoidanceof undue reliance on large individual deposits. Moreover,as a core retail deposits form a
considerablepart of the Bank'soverall fundingmix therefore significant importanceis beinggiven to the stability and growth of thesedeposits.The
BODhasapproveda comprehensiveliquidity managementpolicywhich stipulatesthe earlywarning indicatorsof liquidity risk and maintenanceof
variousratios. Further, the Bankhasdesigneddifferent scenariosof cashoutflows to stresstest efficacyof its liquid assetsand its impacton profit
and loss.The resultsare regularlyreviewedbyALCOfor taking appropriatemeasures.

The Bankrelieson depositsfrom customersas its primary sourceof funding. Depositsform customersgenerallyhas shorter maturitiesand large
proportionof them are repayableon demand.Forday to day liquidity risk managementintegrationof liquidity scenariowill ensurethat the Bankis
best preparedto respondto an unexpectedproblem.
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The key measure used by the Bank for managing liquidity risk is the ratio of net liquid assets to deposits from customers. For this purpose net liquid assets are considered as including
cash and cash equivalent less any deposits from banks. A similar, but not identical, calculation is used to measure the Bank's compliance with the liquidity limit established by the
Bank's Regulator (Da Afghanistan Bank). Detail of the reported Bank ratio of net liquid assets to deposits from customers at the reporting date and during the reporting period was as
follows:

Year ~end
Average for the period
Maximum for the period
Minimum for the period

24.2.1 Maturity analysisfor financial liabilities

2023 2022
570/0
49%
570/0
44%

51%
56%
58%
51%

The tables below set out the remaininq contractual maturities of the Bank's financial liabilities.

Note Grossnominal Upto 1 1-3months 3 months to 1·5 years Morethan 5 carrying
outflow month 1 year years amount
•••.•••••••••••••••••••••••••••••••••••••••••••••• AFN'000' •••••••••••••••••••••••••••••••••••••••••••••••••

As at 3_1_December202,3
Liabilities
DeDOsitsfrom customers 10 5.944.119 115.180 184.997 832.212 1.926.381 2.885.349 5,944,119
Lease liabilities 11 5.707 683 640 2.764 1.620 5.707
Other liabilities 12 336,515 332,342 B1 4092 336514

6,28§,~41 448,20S 1I1S,7111 1I~2.!!§!! 1,2~II,O!!1 2,!!!!S ~42 6 2eo ~4Q
As at 3_1_December202_2
Liabilities
Deoosits from customers 10 B.936.638 167.053 2BO.306 1.261.018 2,905,489 4.322,772 8,936,639
Lease liabilities 11 15,450 842 1.039 6.B28 6.741 15,449
Other liabilities 12 441,498 432,728 5,901 2,B69 441505

9,39J,SII§ §0!!.li2~ 2117,24§ 1,270,71S 2,2~2,2~!! 4,322,772 2 39~52~
The Bank conducted a behavioral study of non-maturity deposits (non-contractual deposits) and performed regression analysis to determine deposits withdrawal pattern on Current and
Savings Accounts (CASA). Regression analysis is used to investigate the relationship between time, the amount of deposits and deposits withdrawals in order to arrive at an estimated
deposits withdrawals pattern in line with the best practices.

A significant variation in future maturities is imputed due to uncertain economic environments and limits imposed by DAB on withdrawals and capital controls.

24.3 Market risk

Market risk is the risk of loss in earnings and capital due to on and off balance sheet positions arising out of adverse changes in interest rates, foreign exchange rates, equity prices
and market conditions. It also includes investments and structural positions in the banking books of the Bank. To manage and control market risk a well defined limits structure is in
place. These limits received, adjusted and approved periodically. Market risk can be further divided as follows:

The Head Office (Bank) deals in derivative instruments including Interest Rate Swaps and Cross Currency Swaps for hedging and market making purposes within bank's nsk appetite.
Interest rate swaps are pnmarlly conducted to hedge interest rate dsk present in the bank's foreign currency bond portfolio.

24.3.1 Interest rate risk exposure

The interest rate risk arises from the fluctuation in the value of financial instruments consequent to the changes in the market interest rates. The Bank is exposed to interest rate risk as
a result of mismatches or gaps in the amounts of assets and liabilities and off-balance sheet instruments that mature or re-price in a given period. In order to ensure that this risk is
managed within acceptable limits, the Bank's Asset and Liability Committee (ALCO) monitors the re-pricing of the assets and liabilities on a regular basis. The Bank's interest rate risk is
limited since the majority of customer deposits are retrospectively re-priced on a biannual basis on the profit and loss sharing principles. The Bank's interest rate gap position on its
financial assets and financial liabilities is as follows:

Interest
Note rates (%)

Interest bearing
Less than 3
months

3·6 months 6·12
months

1·5 years Morethan 5
years

Non-interest
bearing

Total
(Gross)

31 December 2023
Assets
Cash and cash equivalents

••••••••••••••••••••••••••••••••••••••••••••••••••••••• AFN'000' ••••••••••••••••••••••••••••••••••••••••••••_••••••••••••••

3.83 to 4.83 418,044

4111,044 236,9!!7

2,974,910 3,392,953

34.396 1.074.573 2,177.844 3,523,720
851,552 851,552

34,32§ 1,!!74,:;7~ 2,177,844 ~.1I2§4§1 7,7§!!,22S

5,944.119 5.944,119
2.059 1,620 5,707

336,514 336,514
2,!!S2 1§2!1 §,~1I0,633 § 211!;,J40

32,337 1,072.2S3 2,177,1144 2,4:;4,172 1,481,!!!!S

4,091.710 4,598,711
1,469,163 2,701,504 4,170,667

1,813,930 1,813,930
1402 10~ 2 7Q15Q4 5 2Q:;640 1Q:;83308

8,936,639 8,936,639
4,265 6,741 15,450

441505 441505
4205 0741 2 ~7e 144 2;m 524

4,2§S 1,4§Z,4~1 2,701,S!l4 ~,472,:;!!4 1,111!!,714

Investments
Other assets

1.625·8,25 236.907

Liabilities
Deposits from customers
Lease liabilities
Other liabilities

10
11
12

12%

Onbalancesheet interest sensitivity gap

1,323 705

1,323 70S

416,721 23§ 202

507,001

5070Q1

1,880 2,563

1 88Q 2 503

50S 121 2,S§3

31 December 2022
Assets
Cash and cash eouivalents
Investments

0.33 to 3.83
1.625' 8.25

Loans and advances to customers
Other assets

Liabilities
oeoosits from customers
Lease liabilities
Other liabilities

10
11
12

12%

Onbalancesheet interest sensitivity gap
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Variable rate instruments 31-Dec-23 31-Dec-22

Financial assets and liabilities at variable interest rates
Loansand advancesto financial institutions

...... AFN '000' .

Cash How sensitivity analysis for variable rate instruments

The Bankdoes not haveany such instruments therefore there will be no impact for the current year on profit or loss
(2022: Nil). This analysisassumesthat all other variablesremain constant.

Fixed rate instruments 31-Dec-23 31-Dec-22

Financial assets and liabilities at fixed interest rates
Investments
Depositsfrom customers

Fair value sensitivity analysis for fixed rate instruments

The Bank does not account for any fixed rate financial assets at fair value through profit and loss account, therefore a
changein interest rates at the reporting date would not affect profit and lossaccount of the Bank.

...... AFN '000' .

3,523,720 4,170,667

24.4 Currency risk

Foreign exchange risk arises from the fluctuation in the value of financial instruments consequent to the changes in
foreign exchange rates. The Bank managesthis risk by setting and monitoring dealer, currency and counter-party limits
for on and off-balance sheet financial instruments.

Off-balance sheet financial instruments are contracts which are the resultant outcome of the IRS and clean placements
transactions. Moreover, counterparties enter into forward transactions in inter-bank market on behalf of customers to
cover-up their position against stipulated risks.The buy and sell transactionsare matched in view of their maturities in the
different predefinedtime buckets.

The Bank'sexposureto foreign currency risk, basedon notional amount, is as follows:

31 December 2023 USD EURO GBP&other Total

Financial assets

Cashand cashequivalents 1,063,951 29,809 45,976 1,139,736
Investments 3,516,195 7,525 3,523,720
Other assets 836,416 1,641 838,056

5A16,563 38,974 45,976 5,501,512

USD EURO GBP Total
Financial liabilities

Depositsfrom customers 4,966,421 14,113 167 4,980,700
Other liabilities 323,952 51 671 324,674

5,290,373 14,164 838 5,305,374

Net foreign currency exposure 126,190 24,810 45,138 196,137

""'"',.
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31 December 2022

Financial assets

USD EURO

2,520,688 41,765
4,161,625 9,042

1797629 2687
8,479,942 53,494

GBP Total

Cashand cashequivalents
Investments

58,380 2,620,833
4,170,667

Loansand advancesto banks
Other assets 1800316

58,380 8,591,816

Financial liabilities

Depositsfrom banks
Depositsfrom customers
Other liabilities

7,693,602
390304

47,390
1277

202
811

7,741,194
392,392

48667 1,013 8,133,586

Net foreign currency exposure 396,036 4,827 57,367 458,230

24.4.1 Sensitivity analysis on foreign currency financial assets and liabilities

A 1% strengthening of the Afghani, as indicated below, against the USD,GBP,Euro at 31 December2023 would have
decreased profit before tax by the amounts shown below. This analysis is based on foreign currency exchange rate
variances that the Bank consideredto be reasonablypossible at the end of the reporting period. The analysis assumes
that all other variables, in particular interest rates, remain constant.

31 December 2023 USD EURO GBP and
other Total

Effect of 10/0 increase in exchange rate
Financial assets

Cashand cashequivalents
Investments
Other assets
Losses from financial assets

(10,640) (298) (460) (11,398)
(35,162) (75) (35,237)
(8,364) (16} (8,380}

(54,166) (389) (460) (55,O15)

49,664 141 2 49,807
3,240 1 7 3,248

52(904 142 9 53(055

(1,262) (247) (451) (1(960)

Financial liabilities

Depositsfrom customers
Other liabilities
Gains from financial liabilities
Net-unrealized losses on
foreign currency
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31 December 2022

Effect of 10/0 increase in exchange rate
Financial assets

USD EURO GBP Total

Cash and cash equivalents
Investments
Other assets
Losses from financial assets

Financial liabilities

(25,207) (418) (584) (26,209)
(41,616) (90) (41,706)
(17,976) (27) (18,0032
(84,7992 (5352 (5842 (85,9182

76,936 474 2 77,412
3903 13 8 3924

80839 487 10 81336

(3,9602 (482 (5742 (4,5822

Deposits from customers
Other liabilities
Gains from financial liabilities

Net-unrealized losses on
foreign currency

24.5 Operational risk

Operational Risk is the risk of loss resulting from inadequate internal processes, people and systems, or from external events
including legal risks. This excludes strategic and reputational risk.

Embedding a sustainable risk culture remains the bank's core objective that includes effective management of operational
issues and emerging risks across the bank and in our overseas operations via deployment of required resources, tools and
continuous supervision. The new Operational Risk Framework, Policy and Standards, duly approved by the Board, have been
rolled out along with new system platforms (Operational Risk System) for recording and tracking of risk events including non­
financial risks. The bank aim to implement a new process based Risk and Control Self-Assessment method across the group in
order to effectively manage operational risks and continuously monitor effectiveness of defined controls through first line self­
assessment reviews especially for the processes and activities which may significantly impact the bank's risk appetite. Further,
new and amended products, systems, activities and processes are subject to comprehensive operational risk assessments
before implementation or launch.

25 Related parties

The bank has related party relationship with Head office, shareholders, directors of the Head office, associated undertakings
and key management personnel. The bank had the following transactions with related parties at mutually agreed terms during
the year:

Name of group companies Nature of transactions

31-Dec-23 31-Dec-22
...... AFN '000' ......

Bank Alfalah Limited - Pakistan Profit remitted to Head Office

Alfalah Insurance Company Ltd. Insurance premium 2,142

25.1 Transactions with key management personnel

(a) Deposits from key management personnel
Deposits at the beginning of the year
Deposits received during the year
Deposits repaid during the year
Exchange rate difference
Deposits at the end of the year

~

31-Dec-23 31-Dec-22
...... AFN '000' ......

30
41,031
(40,800)

1,675
34,267
(35,912)

262 30
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(b) Salaries and benefits 41,031 34,267
41,031 34267

Key Management personnel of the Bank include country manager, operation manager, credit manager, finance manager,
treasury manager, HR manager, internal audit manager and compliance manager.

25.2 The related party receivables and payable balances are disclosed in the respective notes to the financial statements.

26 Capital Management

Regulatory Capital

The Bank's objectives when managing capital, which is a broader concept than the 'equity' on the face of balance sheets, are:

(i) to comply with the capital requirements set by the DAB;
(ii) to safeguard the Bank's ability to continue as a going concern so that it can continue to be; and
(iii) to maintain a strong capital base to support the development of its business.

Capital adequacy and the use of regulatory capital are monitored regularly by the Bank's management. DAB requires each
bank to maintain its Tier 1 Capital ratio and Regulatory Capital ratio to be at least 6 % and 12 % respectively. The Bank is
maintaining this ratio well above the required level.

The table below summarizes the composition of the regulatory capital and ratio of the Bank:

Tier 1 (Core) Capital:
Total equity capital
Less:
Revaluation surplus on financial instruments at FVOCI
Profit for the year
Deferred tax asset
Total tier 1 (core) capital

31-Dec-23 31-Dec-22
...... AFN '000' .

1,471,308 1,225,006

14,442 (152,526)
79,335
65,728 123,658

1,311,803 1,253,874

Tier 2 (Supplementary) Capital:
General reserves as per DAB's regulation, but restricted to 1.25% of total

risk-weighted exposure
Revaluation reserve on bonds (45%)
Profit for the year
Total Tier 2 (Supplementary) Capital

6,499
79,335
85,834

Regulatory Capital = Tier 1 + Tier 2 1,397,637 1,253,874

Risk-weight categories

00/0risk weight:
Cash in Afghani and fully-convertible foreign currencies
Direct claims on Central Banks and Central Governments

of Category A countries
Precious metals and precious stones
Direct claims on DAB
Loans collateralized by blocked deposits
Other
Total
0% risk-weight total (above total x 0%)

31-Dec-23 31-Dec-22
...... AFN '000' .

56,596 88,862

2,981,912 3,320,280

3,038,508 3,409,142
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20% risk weight:
Loans Collateralized by Claims on Central Banks

and Central Governments of Category A Countries
Direct Claims on banks licensed in Category A countries
Short-term Claims on Banks Licensed In Non-Category A Countries
Loans Collateralized by Claims on or Guaranteed

by Multilateral Lending Institutions
Cash Items in Process of Collection
Other
Total
20% risk-weight total {above total x 20%}

50% risk weight:
Qualifying Residential Mortgage Loans
Qualifying Real Estate Construction Loans
Other
Total
50% risk-weight total {above total x 50%}

100% risk weight:
All other assets
Less: Deferred tax assets
Total
100% risk-weight total {above total x 100%}

Credit conversion factor

Off-balance-sheet items with 0% Credit Conversion Factor
Unused Portions of Commitments with Original Maturity

of 1 Year or Less
Unused Portions of Commitments that are

Unconditionally Cancelable
Total
0% Credit Conversion Factor Total {Above Total x O%}

348,425
444,873

1,333,558
548,425

793,298 1,881,983

158,660 376,397

3,523,720 4,170,667
3,523,720 4,170,667

1,761,860 2,085,334

580,443 1,358,663
65,728 123,658

514,715 1,235,005

514,715 1,235,005

Off-balance-sheet items with 20% Credit Conversion Factor
Commercial Letter of Credits

o % Risk Weight
20% Risk Weight
50% Risk Weight
100% Risk Weight

Total
20% risk-weight total {above total x 20%}

Off-balance sheet items with 100% Credit Conversion Factor
Guarantees and Standby Letter of Credits

o % Risk Weight
20% Risk Weight
50% Risk Weight
100% Risk Weight

Total

100% credit conversion factor total {risk-weighted total x 100%}

Total risk-weighted assets

Tier 1 Capital Ratio
(Tier 1 capital as % of total risk-weighted assets)

31-Dec-23 31-Dec-22
...... AFN '000' ......

Regulatory Capital Ratio
(Regulatory capital as % of total risk-weighted assets)

183,786 233,205
2,627,350 3,333,836

2,811,136 3,567,041

1,350,432 1,713,559

3,785,667 5,410,294

34.65% 23.18%

36.92% 23.18%
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27 General

The figures in these financial statements have been rounded off to the nearest in thousands in AFN.

28 Date of authorization of financial statements

TQ.e~efl{1ancial statements were authorized for issue by the Country Finance Manager and Country Manager of the Bank on
''''A.'<C,", 'l.Q., ~)_.",\ .

Country Manager


