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

Introduction

We have audited the financial statements of Bank Alfalah Afghanistan (the Bank), which comprise the
statement of financial position as of 31 December 2024, 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 Bankas at 31 December 2024, and of its financial performance and its cash flows for the year ended,
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
issuedby DaAfghanistan Bank.

Basis for Opinion

We conducted our audit in accordancewith International Standard on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor's Responsibilitiesfor the Audit of the Financial
Statements section of our report. We are independent of the Bank in accordance with the International
Ethics Standards Board for Accountants' Code of Ethics for ProfessionalAccountants 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 evidence we 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

Managementis responsiblefor the preparationand fair presentationof the consolidatedfinancialstatementsin
accordancewith IFRSsissuedby the International AccountingStandardsBoard(IASB), the Law of Bankingin
Afghanistanand other laws and regulations issuedby Da AfghanistanBank, and for such internal control as
managementdetermines is necessaryto enable the preparation of financial statements that are free from
materialmisstatement,whether due to fraud or error.

In preparingthe financialstatements,managementis responsiblefor assessingthe Bank'sability to continueas
a going concern,disclosing,as applicable,matters related to going concernand using the going concernbasis
of accountingunlessmanagementeither intendsto liquidatethe Bankor to ceaseoperations,or hasno realistic
alternativebut to do so.

Thosechargedwith governanceare responsiblefor overseeingthe Bank'sfinancial reporting process.

Mazars Afghanistan Limited
Chartered Accountants
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance 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 the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We are also:

• Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for 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 internal control.

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

• Conclude on the appropriateness of management's use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Bank's ability to continue as a going 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 disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained 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,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with 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
identify during the audit.

lain Siddiqui



BANK ALFALAH LIMITED AFGHANISTAN
STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2024

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

LIABILITIES
Depositsfrom customers
Leaseliabilities
Other liabilities
Total liabilities

EQUITY
Capital contributed by Head Office
Capital reserve
Retainedearnings
Revaluationreserve on financial instruments at FVOCI
Total equity
Total liabilities and equity

Contingencies and commitments

31-Dec-24 31-Dec-23
Note ...... AFN '000' ......

5
6
7
8
9

2,734,574 3,389,921
3,029,872 3,441,043

4,255 6,372
32,279 65,728

589,181 851,551
6,390,161 7,754,615

4,606,582 5,944,119
3,456 5,707

198,402 333!481
4,808,441 6,283,307

1,000,000 1,000,000
84,121 79,620

462,749 377,246
34,850 14,442

1,581,720 1,471,308
6,390,161 7J54,615

~~

10
11
12

13
14

15

Theannexednotes 1 to 28form an integral part of these financial statements.

~
Country Manager



BANK ALFALAH LIMITED AFGHANISTAN
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2024

31-Dec-24 31-Dec-23
Note AFN '000' ..

252,863 308,551
(11,165)
241,698 308,551

6,062 12,128
(10,769) (18!007)
(4,707) (5,879)

(4,006) (104,733)
3,309 19!181

236,293 217,120

27,632 20,637
3,929 15,303

267,854 253,059

(91,587) (98,470)
(9,052) (10,692)

(39,633) (36,563)
(819) (1!3772

(141,091) (147,102)

126,763 105,957

(36,760) (26!622)
90,003 79,335

Interest income
Interest expense
Net interestincome 16

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

Losses from dealing in foreign currencies
Other income
Total operating income

Reversal of provisions on investments and
off balance sheet items - net

Net gain on re-measurement of IRS
Net operating income

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

17

18

19

20
7
21

Profit before taxation

Taxation
Profit for the year

22

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 for the year

32,512
(6,502)
(7,001)
1,400

361,167
(72,233)
(152,458)
30492
166,96720,409
246,303110,412

Theannexednotes 1 to 28 form an Integralpart of these financial statements.



BANK ALFALAH LIMITED AFGHANISTAN
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2024

Capital
Revaluation
reserve oil

contributed financial
Capital Retained Total

by Head instrument
reserve earnings

Office at FVOCI
Note --------------------------------- AFN '000' ---------------------------------

Balance as at 01 January 2023 1,000,000 (152,526) 75,654 301,878 1,225,006

Total comprehensive income:
Profit for the year 79,335 79,3351
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 79,620 377,246 1,471,308

Balance as at 01 January 2024 1,000,000 14,442 79,620 377,246 1,471,308

Total comprehensive income:
Profit for the year 90,003 90,003
Other comprehensive income 20,409 20,409

20,409 90,003 110,412

Transferred to capital reserve 14 4,500 (4,500)
Transactions with shareholders
Profits remitted to Head Office

As at 31 December 2024 1,000,000 34,850 84,121 462£749 1,581,720

~/
The annexed notes 1 to 28 form an integral part of these financial statements.

Country Manager



BANK ALFALAH LIMITED AFGHANISTAN
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER2024

Cash flows from operating activities

Profit before taxation

Adjustments for:
Depreciation
Financecost on lease liabilities
Credit losseson financial assetsand off balance sheet items
Gainon disposal of property and equipment
Losson leasetermination
Net gain on re-measurement of IRS

Adjustments for changes in operating assets and liabilities:
Other assets
Depositsfrom customers
Leaseliability
Other liabilities

Net cash flow used in operating activities before tax
Tax paid

Net cash flow used in operating activities

Investing activities
Acquisition of operating fixed assets
Acquisition of right of use assets
Proceedsfrom disposal of property and equipment
Investments

Net cash flow from investing activities

Cash flows from financing activities
Acquisition of right of use assets
Paymentagainst lease liabilities

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cashand cash equivalent at beginning of the year

Cash and cash equivalents at end of the year

Theannexed notes 1 to 28form an integral part of these financial statements.

31-Dec-24 31-Dec-23
Note AFN '000' .

126,763 105,957

7
11
19

10,692
1,377

23,536

9,052
819

25,573
(433)

27
____ _x(3~,9~2~9L) ~(1~5~,3~03~)

157,872 126,258

358,015 1,060,051
(1,337,537) (2,992,520)

(12,308) (18,703)
( 135,079) ..1...:( 1:.::0.::.J8,:.::.;02::_4:.L_)

(1,126,908) _---l.:(2:L:;,0:.:::5..::..J9,c-=.19:...;:6:.L_)

(969,036) (1,932,938)

(969,036) (1,932,938)

7 (270)
(2,312)

433
323,196

7
734485
734,485321,047

11
2,312

____ _x(9~,6=7~OL) ~(1=0=,3=38~)
(7,358) (10,338)

5

(655 ,34 7) _--->.::( 1:.L:.'2::..:::0.::.J8,:.:_79::_::1:L)

3,389,921 4,598,711
2,734,574 3,389,921

~~

Country Manager



BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2024

1 Status and nature of business

BankAlfalah Limited Afghanistan ("the Bank") is a foreign branch of Bank Alfalah Limited, Pakistanand 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
Commerceand Industries (MoCI) on 20 August 2023. Under the licenseof Commercial banking issued by the Da Afghanistan Bank (DAB), the Bank
commenced its operations on 5 September 2005.

Currently, the Bankhas two conventional banking branchesat Kabuland Herat. The registered office of the Bank is located in Kabul, Afghanistan.

2 Basisof 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 flows and the accompanying notes.

The preparation of financial statements in conformity with IFRSrequires the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the processof applying the Bank's accounting policies.The areas involving a higher degree of judgement or complexity,
or areaswhere assumptions and estimates are significant to the financial statements are disclosedin 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 2024, 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 considerswhether 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 Bankassesseswhether 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 Bankassesswhether 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 leasecommencement date, the Bank recognizesa 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 Bankdepreciates the riqht-of-use asset on a straiqht-Ilne basis from the leasecommencement 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 assessesthe rlqht-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 reflected in the riqht-of-use asset, or profit and loss if the rlqht-ot-use asset is already reduced to zero. The Bank has elected to
account for short-term leases and leases of low-value assets using the practical expedients. Instead of recognizing a riqht-of-use asset and lease
liability, the payments in relation to these are recognizedas an expense in profit or loss on a stralcht-ltne basisover the lease term.

On the statement of financial posltion, rrqht-ot-use assets have been included in property and equipment within operating fixed assets and lease
liabilities have been disclosed in the statement of financial position.



BANK ALFALAH LIMITED AFGHANISTAN
NOTESTO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2024

c) Extension option for leases
When the Bank has the option to extend a lease, management uses its judgement to determine whether or not an option would be 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 fiows, cash and cash equivalents comprise balanceswith less than three months maturity including cash in
hand and at ATM, unrestricted balanceswith the DAB,balanceswith banks and placements.

3.3 Financial instruments

3.3.1 Financial instruments - initial recognition

Date of recognition
Financialassets and liabilities, with the exception of loans and advances to customers and balancesdue to customers, are initially recognized on the
trade date, i.e., the date that the Bank becomesa party to the contractual provisionsof the instrument. This includes regular way trades: purchases
or salesof financial assets that require delivery of assetswithin 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
FYPL,transaction costs are added to, or subtracted from this amount. Trade receivablesare measuredat 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 caseswhere 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 becomeobservable, 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 businessmodel 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
• FYPL,as explained in note (e) below

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

Financialliabilities, other than loan commitments and financial guarantees, are measuredat amortized cost or at FYPLwhen 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 Bankupon 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 deslqnated 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 businessmodel with the objective to hold financial assets in order to collect contractual cash flows.

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

The details of these conditions are outlined below.



BANK ALFALAHLIMITED AFGHANISTAN
NOTESTO THE FINANCIAL STATEMENTS
FORTHEYEARENDED31 DECEMBER2024

Business model assessment

The Bankdetermines its business model at the level that best reflects how it managesgroups of financial assets to achieve its businessobjective.

The Bank's business model is not assessedon 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 managed.

• 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 salesare also important aspects of the Bank's assessment.

The businessmodel assessment is based on reasonably expected scenarioswithout 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 Bankdoes not change the classification
of the remaining financial assets held in that businessmodel, but incorporates such information when assessingnewly originated or newly purchased
financial assets going forward.

The SPPI test
Secondstep of its classification process the Bank assessesthe 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 measuredat FVPL.

b) Debt instruments at FVOCI

The Bankapplies the new category under IFRS9 of debt instruments measuredat 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 instruments are subsequently measured at fair value with gains and lossesarising due to changes in the fair value recognized in OCI.
Interest income and foreign exchange gains and lossesare recognized in profit or loss.The ECl for Debt instruments at FVOCI is explained in 3.3.4.
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 lossespreviously recognized in OCI are reclassifiedfrom OCI to profit or loss.

c) Equity instruments at FVOCI

Upon initial recognition, the Bank occasionallyelects 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 losseson these equity instruments are never recycled to profit. Dividendsare 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 OCI. Equity instruments at FVOCIare not subject to an impairment assessment.

d) Debt issued and other borrowed funds

After initial measurement, debt issuedand other borrowed funds are subsequently measuredat 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 issuedate.



BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2024

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

Financialassets 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 IFRS9, 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
recognizinggains or losseson 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 accordancewith a documented risk management or investment strategy,

• The liabilities containing one or more embedded derivatives, unlessthey 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,

Financialassets 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 designated at FVPl due to changes in Bank'sown credit risk, Such changes
in fair value are recorded in the own credit reserve through OCI and do not get recycled to profit or loss. Interest earned or incurred on instruments
designated at FVPLis 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 FVPLis
recorded using contractual interest rate. Dividend income from equity instruments measuredat FVPl is recorded in profit or lossas operating income
when the right to get payment has been established,

f) Financial assets or financial liabilities held for trading
The Bank dassifles 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 assetsand 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 rlqht 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, disposesof, 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 Bankmeasures loan loss impairment by using forward-looking ECl approach. Equity instruments are not subject to impairment under IFRS9.

The ECl allowance is based on the credit lossesexpected to arise over the life of the asset ( the life time expected credit lossesor TECl), unless
there has been no significant increase in credit risk origination, in which case, the allowance basedon 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.

Pastdue but not impaired loans are those for which contractual interest or principal payments are past due but the Bank believes impairment is not
appropriate, As at 31 December 2024, there is no loan to be classified in the category as per IFRS9 or ACPRissuedby DAB.
The 12mECl 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.

Both lTECls and 12m ECls are 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 assessmentat the end of each reporting period of whether a financial instrument's credit risk has
increased Significantly since initial recognition, by conslderinq 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
FORTHE YEAR ENDED 31 DECEMBER 2024

Basedon the above process, the Bankgroups 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.

Stage3 loans considered credit-impaired. The Bank records an allowance for lTECLS.

POC! Purchasedor originated credit impaired (POC!) assetsare 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 basedon
credit-adjusted E!R. 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 mechanicsof the ECl calculations are outlined below and the key elements are, as follows:

PO 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 assessedperiod, if the facility has not been previously derecognizedand is still in the
portfolio. The concept of PDsis 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 casewhere 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 expressedas 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 mechanicsof the ECl method are summarized below:

Stage 1 The 12m ECl is calculated as the portion of lTECls that represent the ECLsthat result from default events on a
financial instrument that are possiblewithin the 12 months after the reporting date. The Bank calculates the 12m ECl
allowance basedon expectation of a default occurring in the 12months 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 E!R. 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 mechanicsare 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! POC!assets are financial assets that are credit impaired on initial recognition. The Bankonly recognizes the cumulative
changes in lifetime ECls since initial recognition, basedon a probability-weighting of the four scenarios, discounted by
the credit - adjusted E!R.
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Loan commitments and letters of credit

When estimating lTECls for undrawn loan commitments, the Bankestimates 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 flows 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 ECls are calculated and present together with the loan. For
loan commitments and letters of credit, the ECl is recognized within provisions.

Financialguarantee contracts
The Bankestimates ECls based 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 recognizedwithin provisions.

Credit cardsand 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 lossesto the contractual notice period, but, instead
calculates ECl over a period that reflects the Bank's expectations of the customer behavior, its likelihood of default and the Bank's future risk
rnttiqation procedures, which could include reducing or cancelling the facilities, . Basedon experience and the Bank's expectations, the period over
which the Bank calculates ECls for these products, is one year for corporate and 3 years for retail products.

The ongoing assessmentof 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 ECls for 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 ECl models, the Bank relies on a broad range of forward-looking information as economic inputs, such as:

• GOPgrowth
• Unemployment rates
• Consumer price indices

The Bank maintains provision higher of expected credit loss determined under IFRS9 and provision required under Asset ClassificationProvisioning
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.

Watchlist:
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 defidencies with increased attention. Further, all loans and advanceswhich are past due by 31 to 60 days for principal or interest payments
are classifiedas Watch. A provision is maintained in the books of account not lessthan 5% of value of such loans and advances.

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

Further, all loans and advances which are past due by 61 to 120 days for principal or interest payments are also classified as Substandard. A
provision is maintained in the books of account not less than 25% of value of such loans.
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ooobtto:
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 weaknessesmake collection or liquidation in full, on the basisof currently available information
highly questionable and improbable. The possibility of loss is extremely high, but becauseof 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 4S0 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. Loansand 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 advanceswhich are past due over 4S1 days for principal and interest payments are classifiedas
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 Bankmaintains provision higher of expected credit lossdetermined under IFRS9 and provision under Asset ClassificationProvisioningRegulation
(ACPR).

b) Cashand 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 Sank has accessat 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 - i.e. 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 basedon a valuation technique that usesonly 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 Sankmeasures 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 Bankon the basisof 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 basisof the relative risk adjustment of each of the individual instruments in the portfolio.

The Sank 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 recognizedas a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Sank 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 till disposal of the asset or
completion of useful life, whichever occur earlier. This is in accordance with IFRS where depreciation should be charged from the date the asset
becomeavailable for intended use of management.

Gains and losses on disposal of property and equipment are determined by comparing proceeds with the canying 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 1055or reversal of impairment 1055is recognized in the statement of comprehensive income. An
impairment 1055is 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 lesscost to sell and value in use. For the purpose of assessingthe 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.
Reversalof 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 requiation is subject to interpretation and establishes provisions where appropriate on the
basisof 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 businesscombination) of other assetsand liabilibes 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 oassmeo 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 fiows 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 advancesare 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 expensesare recognized in the period in which disposal is made.

e) Feeand 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.

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

The exchange rate for following currencies against AFNwere:
1USD

As at 31 December 2024

As at 31 December2023

70.4450

70.2500

1 EURO

73.7886

76.8500

1GBP

87.7075

88.0500
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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
resourcesembodying 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 recognizedwhen intimated and reasonablecertainty exists to settle the obligations.

3.11 Offsetting of financial instruments

Financialassets 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 basisor realize the assetsand settle the liabilities simultaneously.

3.12 Eml!loyee benefits

Short-term benefits
Short-term employee benefit obligations are measuredon an undiscounted basisand are expensedas 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. Estimatesand
judgements are continually evaluated based on historical experience and other factors, including expectations of future events that are believed to
be reasonableunder 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 measureand classify the carrying amounts of assetsand 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 requirements of both regimes.

The measurement of impairment lossesunder IFRS9 across all categories of financial assets requires judgement, in particular, the estimation of the
amount and timing of future cash fiows and collateral values when determining impairment lossesand assessmentof 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. Elementsof the ECl models that are consideredaccounting judgements and estimates include:

• The Bank's criteria for assessingif there has been a significant increase in credit risk and so allowances for financial assets should be measuredon a
lTECl basisand the qualitative assessment;

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

• Determination of assooations between macroeconomics scenarios and, economiC inputs, such as GOP growth.
• Selectionof forward-looking macroeconomic scenariosand 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 lossexperienceand adjust when necessary.
The Bank assessesfinancial assets on a quarterly basis for possible impairment and records the provision for possible loan lossesas per IFRS9 or
ACPRwhichever 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 assessmentby
Ministry of Finance,Government of Islamic Republicof 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
assetswith a corresponding effect on the depreciation / amortization charge.

\
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5 CASH AND CASH EQUIVALENTS

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

5.1 Cashin hand
local currency
Foreign currency

5.2 Balanceswith DaAfghanistan Bank
Currentaccount
local currency
Foreign currency

5.3 Balanceswith other banks
Current accounts

31-Dec-24 31-Dec-23
Note ...... AFN'000' ......

5.3.1

5.1
5.2
5.3

50,442 56,596
2,102,005 2,540,787
582,127 792538

2,734,574 3,389,921

23,467 29,308
26,975 27288
50,442 56,596

2,048,773 2,223,841
53,231 316946

2,102,005 2,540,787

582,127 792538
582,127 792,538

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% (2023: 3.83% to 4.83%) per annum on fioating interest rates under the SPPI scheme, the balances are available on demand basis.

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.
Islamic Republic of Pakistan 2031
Oman Government International Bond
South Africa
Sharjah Sukuk
Kingdom of Saudi Sukuk
Italy Government International Bond
Perusahaan Penerbit SBSN 2025
Perusahaan Penerbit SBSN 2030
Dubai DOF Sukuk
Republic of Chille
Pakistan Euro Bond
Republic of Italy
Republic of Turkey

A3
Caa2
Ba1
Ba2
Bal
Aa3

Baa3u
Baa2
Baa2

Unrated
A2

31-Dec-24 31-Dec-23
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

6.1

6.2

3,086,976 3523720
3,086,976
(57,103)

3,523,720
(82,677)

3,029,872 3441043

31-Dec-24 31-Dec-23
...... AFN'000' ......

346,481 338,268
224,856 183,597
450,064 447,311
330,036 331,939
383,157 379,978
384,309 390,435
255,514 252,699
69,504 67,779

312,554 317,913
323,135 321,283

7,366 7,525
236,907
34,396

213691
3,086,976 3,523,720

~~
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6.1.1 These represent investments in sovereign bonds having maturity ranging from January 2025 to April 2031 (31 December 2023: April 2024 to
April 2031) and carrying interest rates ranging from 1.63% to 7.38% (31 December 2023: 1.63% 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 2024 and 2023, respectively.

31 December 2024
Stage 1 Stage 2 Stage 3 Total 31 December

Collective Collective Collective 2023
___________________________________ c_ AFN '000' -------------------------------------

Debt instruments at fair value through OCI: r--...,-,----,.,...,..-,r----:,...,....,--=-='r-----,r---:-:-=-=-:-1r----=-=::-::c~
Investment in bonds - Gross
Effect of fair value changes

Debt instruments at amortized cost
Capital notes

2,862,120
(9,403)
(9,587)

224,856
(47,700)
(15,986)

3,086,976
(57,103)
(25,573)

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

Provision for expected credit losses (6.2.2)
Net Charge for the year

Net balance 2,852,717 177,156 3.029.872 3441043

6.2.2 The Bank does not maintain optional provision of 1% under ACPR,This represents provision for expected credit losses calculated under 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

Balanceat 1 January 2023 28,342 8,934 31,698 20,155 44,816 133,944
Additions 343 343
Leasemodifications (1,124) (1,124)
Balanceat 31 December 2023 28,342 8,934 31,698 20,155 44,034 133,163

Balance at 1 January 2024 28,342 8,934 31,698 20,155 44,034 133,163
Additions 14 256 2,312 2,582
Lease modifications 4,958 4,958
Adjustment (605) (605)
Disposals (219391 (21939)
Balance at 31 December 2024 281342 81948 291°15 2°1155 5°1699 1371159

Depreciation

Balanceat 1 January 2023 28,253 8,028 29,790 17,982 32,046 116,100
Chargefor the year 33 250 765 2172 7471 10692
Balanceat 31 December 2023 28287 8278 30555 20,155 39517 126 791

Balance at 1 January 2024 28,287 8,278 30,555 20,155 39,517 126,791
Charge for the year 33 235 633 8,151 9,052
Disposals (2,939) (21939)
Balance at 31 December 2024 28,320 8,513 28,249 20,155 47,668 132,904

Carrying amounts
Balanceat 31 December 2023 55 656 1,143 0 4,517 6,372
Balance at 31 December 2024 22 435 766 ° 3,032 4,255

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 81,026 thousands (31
December2023: AFN83,423 thousands).

7.1.1 Fully depreciated assets - details

31-Dec-24 31-Dec-23
...... AFN '000' ......

Leaseholdimprovements
Furniture & fixtures
Electrical,office and computer equipment
Vehicles

28,175
6,599

26,098
2°1155

28,175
6,582

28,512
20155

81,026
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8 DEFERRED TAX ASSETS - 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
2022 profit or loss income 2023 loss income 2024
--------- -------- ----- - ---------------- ------- ----- (AFN '000') ----------- - ----------------------------------- ----

Deferred tax liabilities arising
in respect of:

Unrealized gain on interest rate SWAP (6,184) 3,122 (3,061) 2,275 (786)

Accelerated tax depreciation (993) 626 (367) 122 (245)

Revaluation reserve on IRS (77,875) 30,492 (47,383) 1,400 (45,983)
(85,052) 3,748 30,492 (50,810) 2,397 1,400 (47,014)

Deferred tax assets arising
in respect of:

Fair value changes debt
investments at FVOCI 116,006 (72,231) 43,775 (6,502) 37,273

ECl charge 21,355 (4,127) 17,228 (5,526) 11,702

Carried forward losses 71,348 (15813) 55,536 (25217) 30,318

208,710 (19,940) (72,231) 116,539 (30,744) (6,502) 79,293

123,658 (16,191) (41,739) 65,728 (28,347) (5,102) 32,279

31-Dec-24 31-Dec-23
Note ...... AFN'000' ......

9 OTHERASSETS

Required reserve with DAB 9.1 343,898 438,853
Receivable from overseas units (Related party) 9.2 43,717 70,778
Accrued interest on bonds & capital notes 125,684 134,247
Interest receivable on interest rate swaps 8,088 25,763

Advance tax -net 4,517
Unrealized gain on IRS 163,440 273039

684,826 947,196
Provision against other asset 9.3 (95,645} (95,645)

589,181 851 551

9.1 Required reserve with DAB:
local currency 9,311 8,979

Foreign currency 334,587 429874
9.1.1 343,898 438853

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 BAFL Dubai against interest received on bonds and from BAFL Bahrain against net interest income and Call margin on IRS
on behalf of Bank Alfalah Limited Afghanistan.

9.3 This represents provision against interest receivable on capital notes from DAB.
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Note ...... AFN '000' ......
31-Dec-24 31-Dec-23

10 DEPOSITS FRPM CUSTOMERS

Currentdeposits
Savingdeposits
Margindeposits- expired 10.1

3,938,370
645,087
23,125

4,999,788
921,242
23,089

4,606,582 5,944,119

10.1 This representscashmargin on deposits from customersagainst issuanceof letter of guarantees.

31-Dec-24 31-Dec-23
...... AFN'000' ......

11 LEASELIABILITIES

Openingbalanceas at
Additionduring the year
lease modification
Adjustment
Derecognizedduring the year
Leaserentalspaid
Financecost for the year

5,707 15,449
2,312 343
4,958
(605)

(1,124)
(9,670) (10,338)

755 1,377
3,456 5707

Note ...... AFN'000' ......
31-Dec-24 31-Dec-23

12 OTHERLIABILITIE5

12.2

173,013 303,480
4,283 12,684

10,380 10,808
1,212 1,512
4,256 3,640
3,897
776 779
149 149
437 430

198,402 333,481

Callmarginon Interest rate swaps
Interest payableon Interest RateSwap
Accruedexpenses
DABassessmentfee
Professionalcharges
Prioryear additional incometax liability
Billspayable
Others
Provisionfor ECl - LG

12.1

12.1 This representscall margin receivedfrom First Abu Dhabi Bank (FAB)against the interest rate swap agreements(IRS), to cover the risk of fair value changesin
the investmentbondsdue to interest rates fluctuations in the market. The call margin amount of AFN173 Million (2023: 303 Million) representsthe Bank'sshare
in the call margin receivedfrom FABto ensure the margin requirements.

12.2 This representsexpectedcredit losseson letter of guaranteesunder IFRS9.

13 CAPITALCONTRIBUTEDBYHEADOFFICE

DaAfghanistanBank(DAB)vide its letter No. 3783/3971 dated 7 January2014 directedall branchesof foreign banksto convert their minimumequity from other
currenciesto local currencyequivalent to AFN 1 billion gradually till 31 March2014. Accordingly,the Boardof Directors (BOD)of the HeadOffice, in its meeting
held on 2 March2014 approvedcapitalizationof unappropriatedprofit to meet the minimumequity requirementsof AFN 1 billion. The BoDhad also approvedthe
remittanceof the then remaininginappropriateprofit to the HeadOffice to the extent as may be decidedby the managementof the Bank.
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14 CAPITAL RESERVES
Article 93 ReserveCapital of Corporationsand Limited Liability CompaniesLaw of Afghanistan, requires that Bank should transfer 5% of its profit to Capital
Reserveto compensatefor future possible lossesto the extent such capital reservesreach up to 25% of the Bank's capital. Bank's capital reservesas at 31
December2024stood at AFN84,088 thousands(31 December2023: AFN79,620 thousands).

15 CONTINGENCIESAND COMMITMENTS
Note ...... AFN '000' ......

31-Dec-24 31-Dec-23

Contingencies
Financialguarantees 15.1 184,296 183786

Commitments 15.2 1,408,900 2,627,350

15.1 Theserepresentperformanceguarantees issuedby the Bank in the normal courseof business.Theseare 100% securedagainst counter guaranteesof Standard
CharteredBank- Pakistan.The Bank is also facing certain litigationson which no provisionis requiredas per the opinion of legaladvisor.

15.2 This representsinterest rate swap contract amounting to AFN 1.409 billion and contingency regarding IRS principal amount payable/receivableagainst notional
amount of AFN1.409 billion. The Bankhas hedged4 bondswhich are Kingdomof SaudiSukuk, Italy GovernmentInternational Bond, PerusahaanPenerbitSBSN
2030 - Indonesiaand DubaiDOFSukuk.

31-Dec-24 31-Dec-23

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

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

20,228
144,882
87,753

21,533
181,208
105,809

252,863 308,551
INTERESTEXPENSE

Interest on term deposits
Interest on call margins
Net interest expense

Net Interest income

(38)
______ ~(I~I~,1~2~7L) __
____ ~(~1~1,~16~5~) __

241,698 308551

31-Dec-24 31-Dec-23

17 NETFEEAND COMMISSION (EXPENSE) I INCOME

FEEAND COMMISSION INCOME

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

Fundstransfer fee
Customers'accountservicecharges

3,423
2,640

6,280
5848

Feeand commissionexpense
NETFEEAND COMMISSION (EXPENSE)

17.1
6,062

(10,769)
12,128
(18,007)

(4,707) (5,879)

17.1 This representsbank chargesAFN4.225 million (2023: AFN 12.425mn), SWIFTchargesAFN631 thousands (2023: AFN400 thousand) and other expensesfor
visacardchargesAFN5.914 million (2023: AFN5.180mn).

31-Dec-24 31-Dec-24

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

Provisionreversalon interest payable
Gainon saleof foreign currencybonds- net
Gainon disposalof property and equipment

19,181
2,876
433

19,1813,309
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19 IMPAIRMENT LOSS ON FINANCIAL ASSETS AND OFF-BALANCE SHEET ITEMS

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

Note

Investments
Other assets
Financial Guarantees
Impairment charge for the year

20 PERSONNELEXPENSES

Basic salaries
Allowances and bonus

21 OTHEROPERATINGEXPENSES

Rent, taxes, insurance and utilities
Deposit insurance expense - ADIC
legal and professional charges
Communications
Repairs and maintenance
Stationery and printing
Auditors' remuneration
Office food expense
Residence and travel
Security cost
Loss on sale of IRS - Net
Other operating expenses

22 TAXATION

Prior year taxation
Deferred

31 December 2024 2023
Stage 1
Collective

Stage 2
Collective

Stage 3 Regulatory
Collective

Total Total

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

6.2 15,986 25,573 23,536
2,065 (3,032)

(6) 134
27,632 20637

31-Dec-24 31-Dec-23
Note ...... AFN'000' ......

34,489 33,853
57,098 64,617
91,587 98470

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

7,160 5,879
5,263 5,416
3,867 4,810
3,100 3,518
1,353 1,323
329 511

2,618 3,154
2,228 2,665
4,955 2,127
7,154 6,659
1,114
492 501

39,633 36563

31-Dec-24 31-Dec-23
.,..., AFN'000' ......

22.1 (8,413) (10,430)
8 (28,347) (16,192)

{36,760} (26,622)

9,587
2,065

15 __~~~.----~~~(6~)----------------
11,652 15,980

22.1 This represents provision of prior year's additional tax liability payable to MoF tax authorities, as a result of on-going tax audit for the years 2020 and 2021.

22.2 Reconciliation of effective tax rate

Accounting profit for the year

Applicable tax @ 20%
Effect of tax on dividend to shareholders
Effect of inadmissible expenses
Deferred tax effect relating to:

Reversal and (origination) of temporary differences

2024 2023
Rate (AFN '000') Rate (AFN '000')

126,763 105,957

200/0 25,353 20% 21,191
0.00% 0.00%
0.00% 0.00%

-42.87% (54,348) -35.28% (37,383)
-22.87% (28,995) -15.28% (16,192)

~
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23 FINANCIAL ASSETS AND LIABILITIES

Accounting classification and fair values

The following table showsthe carryingamountsandclassificationof 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 2024
Assets
Cashandcashequivalents
Investments- net
Otherassets

3,323,755

2,734,574
3,029,872 3,029,872

589,181
3,029,872 6,353,627

4,606,582 4,606,582
3,456 3,456

197,966 197,966
4,808,004 4,808,004

3,389,921
3,441,043 3,441,043

851 551
3441043 7,682,515

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

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

5
6
9

2,734,574

589,181

Liabilities
Depositsfrom customers
Leaseliabilities
Other liabilities

10
11
12

31 December 2023
Assets
Cashandcashequivalents
Investments- net
Otherassets

Liabilities
Depositsfrom customers
Leaseliabilities
Other liabilities

5 3,389,921
6
9 851 551

4241472

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:

Levell: quotedprices(unadjusted) in activemarketsfor identicalassetsor liabilities.

Level 2 : Inputs other than quoted prices includedwithin Levell that are observablefor the asset or liability, either directly (l.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 value through OCI(December31, 2024)

Debt investmentsat fair value through OCI (December31, 2023)

3,086,976

3,523,720

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

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

Carrying Value Fair Value
31-Dec-24 31-Dec-23 31-Dec-24 31-Dec-23
---------------------------AFN "000----------------------------

Financial assets
Cashandcashequivalents
Investments
Otherassets

Financial liabilities
Depositsfrom customers
Leaseliabilities
Other liabilities

24 Riskmanagement 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 approvedintegrated risk 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 Credit Committeeand BoardRiskManagementCommitteeand BoardAudit Committeewhich are
responsiblefor developingand monitoring risk managementpoliciesin their specifiedareas.All Boardcommitteeshaveboth executiveand non­
executivemembersand report regularly to the Board of 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 risks in accordancewith the risk managementpoliciesof the HeadOffice.

The Bank's Internal Audit and ComplianceDepartments in Afghanistanare responsiblefor monitoring compliancewith the risk management
policiesand procedures,and for reviewing adequacyof risk managementframework in relation to the risks faced by the Bank.As a policy, the
reportingline of the risk managementfunction hasbeenkeptcompletelyindependentof the businessdivision.

The Bankhasexposureto the following risksfrom its useof financial instruments:
- Creditrisk
- 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 effective credit risk managementis a well thought out businessstrategy.The Bank'sfocus over the comingyearswill
be to further enhance risk models, processesand systems infrastructure, 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 Bank for its Afghanistanoperationsthat is responsiblefor oversight of the Bank'scredit risk and
which is reportable to the Credit Committee,The Credit department is headedby HeadCredit/CROalong with credit departmentstaff who looks
after credit risk mattersand conductportfolio analysisand stresstesting on regularbasisfor managingcredit risk.

The Bankhas establishedand maintaineda sound loan portfolio in terms of well-definedcredit policy approved by the Boardof Directors.The
credit evaluationsystemcomprisesof well designedcredit appraisal,sanctioningand reviewproceduresfor the purposesof emphasizingprudence
in lendingactivitiesand ensuring the 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 represented by the carrying amounts of the assets on the balance sheet date. Exposure to credit risk
managed through regular analysis of borrower to meet interest and principal repayment obligations and by changing their lending limits where
appropriate. Exposure to credit risk is also managed against personal guarantee of the borrower and mortgage of immoveable property duly
registered with the Court of law and hypothecation/pledge over stock and current assets duly verified by the Bank's Credit Officer on quarterly
basis.

A sophisticated Internal Credit Rating System has been developed by the Bank, which is capable of quantifying counter-party and transaction risk in
accordance with the best practices. The system takes into consideration qualitative and quantitative factors of the counter-party, transaction
structure, security etc. and generates an internal rating vis-a-vis anticipated customer behavior.

The adherence to Risk-appetite statement approved by the Board is monitored by RMD. Further the compliance of regulatory & internal limits is
also monitored and any deviations are ratified from the competent authorities.

24.1.1 Credit risk measurement

Impairment assessment under IFRS 9

Definition of default and cure

The Bank considers a financial instrument defaulted and therefore Stage 3 (credit-impaired) for ECl calculations in all cases when the borrower
becomes 90 days past due on its contractual payments. As a part of a qualitative assessment of whether a customer is in default, the Bank also
considers a variety of instances that may indicate unlikeliness to pay. When such events occur, the Bank carefully considers whether the event
should result in treating the customer as defaulted and therefore assessed as Stage 3 for ECl calculations or whether Stage 2 is appropriate.

It is the Bank's policy to consider a financial instrument as 'cured' and therefore re-classified out of Stage 3 when none of the default criteria have
been present for at least 3 consecutive months. The decision whether to classify an asset as Stage 2 or Stage 1 once cured depends on the
updated credit grade, at the time of the cure, and whether this indicates there has been a significant increase in credit risk compared to initial
recognition. The bank is observing a probationary period of a minimum of 3 instalments (for repayments which are on a quarterly basis or shorter)
and 12 months (in cases where instalments are on a longer frequency than quarterly) after the restructuring, before upgrading from Stage 3 to 2.

Credit ratings and PD estimation process

The Bank's Credit Risk Department operates its internal rating models. The models incorporate both qualitative and quantitative information and, in
addition to information specific to the borrower, utilize supplemental external information that could affect the borrower's behavior. PDs for rated
portfolios are determined using migration of rating grades from one period to other within the PD observation period. Consumer lending comprises
credit cards. PDs models of these products are primarily driven by days past due.

Estimated historical realized default rates are adjusted for IFRS 9 ECl calculations to incorporate forward looking information and the IFRS 9 Stage
classification of the exposure. This is repeated for each economic scenarios as appropriate. For debt securities in the Treasury portfolio, external
rating agency credit grades are used. The PDs associated with each grade are determined based on realized default rates as published by the
rating agency.

Exposure at default

The exposure at default (EAD) represents the gross carrying amount of the financial instruments subject to the impairment calculation, addressing
both the client's ability to increase its exposure while approaching default and potential early repayments too.

The EADs are determined based on the expected payment profile, which varies by product type. For amortizing products and bullet repayment
loans, this is based on the contractual repayments owed by the borrower over the 12 months and lifetime basis. This is also adjusted for any
prepayments made by the borrower. For revolving products, the EAD is predicted by taking current drawn balance and adding a credit conversion
factor which allows for the expected drawdown of the remaining limit by the time of default.

To calculate the EAD for a Stage 1 loan, the Bank assesses the possible default events within 12 months for the calculation of the 12mECL. For
Stage 2, Stage 3 and POC! financial assets, the exposure at default is considered for events over the lifetime of the instruments.

Loss given default

The bank has used 50% lGD for sovereign whereas 45% lGD for corporate and bank exposures, as per the Basel II standard credit risk guidance.

Significant increase in credit risk

The Bank continuously monitors all assets subject to ECls. In order to determine whether an instrument or a portfolio of instruments is subject to
12mECl or lTECl, the Bank assesses whether there has been a significant increase in credit risk since initial recognition. 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. Significant increase in credit risk is measured by comparing the risk of default estimated at origination with the risk of
default at reporting date. The Bank also applies a secondary qualitative method for triggering a significant increase in credit risk for an asset, such
as moving a customer/facility to the watch list, or the account becoming forborne. Regardless of the change in credit grades, if contractual
payments are more than 30 days past due, the credit risk is deemed to have increased significantly since initial recognition.
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Measuring expected credit losses - ECl

PD, EAD and lGD are multiplied together and adjusted for the likelihood of survival (Le .. the exposure has not prepaid or defaulted in earlier year)
on annual basis. This effectively calculates an ECl for each future year, which is then discounted back to the reporting date and summed. The
discount rate used in ECl computation is the original effective interest rate or an approximation thereof.

Forward looking economic information is also included in determining the 12 month and lifetime ECL. The bank has performed historical analysis
and identified key economic variables impacting credit risk and ECl for each portfolio. These economic variables and their associated impact on PD,
EAD and lGD vary by financial instrument. Expert judgment has also been applied in this process. Forecast of these economic variables (the "base
economic scenario") are obtained from external sources on a monthly basis.

In addition to the base economic scenario, the management also estimate other possible scenarios along with scenarios weighting. The scenario
weighting are determined by an expert credit judgment. As with any economic forecasts, the projections and likelihoods of the occurrence are
subject to a high degree of inherent uncertainty and therefore the actual outcomes may be significantly different to those projected. The bank
considers these estimates of the possible outcomes. The bank has used base, upside and downside scenarios for its ECl estimation.

Impairment under local regulations

(i) Over due balances on loans to banks / customers are segmented into five categories as described in note 3.3.6. The percentage of provision
created on such over due balances are as per guidelines issued by DAB and reflects the range of default probabilities defined for each category.
This means that, in principle, exposures migrate between classes as the assessment of their probability of default changes.

(ii) Exposure at default is based on the amounts, the Bank expects to be owed at the time of default. For example, for a loan this is the face value.

(iii) loss given default or loss severity represents the Bank's expectation of the extent of loss on a claim should default occur. It is expressed as
percentage loss per unit of exposure and typically varies by type of counterparty, type and seniority of claim and availability of collateral or other
credit mitigation.

Other than loans and advances to banks and customers

Other than loans and advances includes balances with other banks and financial institutions and placements with other banks, investments in
bonds and held with DAB and other assets. Judgments and instructions from the Bank's treasury are being used by the Bank's management in
placing funds with other banks and are viewed as a way to gain better credit quality mapping and maintain a readily available source to meet the
funding requirements at the same time when required.

Concentration of risk of financial assets with credit risk exposure

Credit concentration risk arises mainly due to concentration of exposures under various categories viz, industry, geography, and single/group
borrower exposures, Within credit portfolio, as a prudential measure aimed at better risk management and avoidance of concentration of risks, Da
Afghanistan Bank has prescribed regulatory limits on bank's maximum exposure to single borrower and group borrowers. The Bank's annual credit
plan spells out the maximum allowable exposure that it can take on specific industries for every business group.

Notes
31-Dec-24 31-Dec-23

...... AFN '000' ......
Credit risk relating to on-balance sheet items are as follows:

Balances with DAB and other banks
Investments
Other assets

5
6
9

2,684,132
3,029,872
245,283

3,333,325
3,441,043
412699

5,959,287 7,187,067

Credit risk relating to off-balance sheet items is as follows:

Guarantees 15 184,296 183786
184,296 183786
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The abovetable representscredit risk exposureto the Bankat 31 December2024and 31 December2023,without taking accountof any collateral
heldor other enhancementsattached.For on-balancesheetassetsthe exposureset out aboveis basedon net carryingamountsas reportedin the
statementof financial position.

Credit quality of' financial assets

The credit qualitiesof Bank'sfinancial assetshavebeenassessedbelowby referenceto the externalcredit ratingsof counterpartiesdeterminedby
various international credit rating agencies.The counterpartiesfor which external credit ratings were not been availablehave been assessedby
referenceto internal credit ratingsdeterminedbasedon their historicalinformationfor any defaults 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-endstageclassificationas at 31 December2023and 2022asdisclosedin note 6.1 to the financial statements.

Loans and advances
31-Dec-24 31-Dec-23

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

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 contractualinterestor principalpaymentsare pastdue but the Bankbelievesimpairmentis not
appropriate.Asat 31 December2024, there is no loanto be classifiedin the categoryas per IFRS9 or ACPRissuedby DAB.

Write-off policy
The Bankwrites off loansor advancesand any relatedallowancesfor impairmentlosses,when the Bank'sCredit departmentdeterminesthat the
loansare uncollectible.This determination is 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 backthe
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'sactivities may 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 assetsascontractuallyagreed.

Forcertain 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
monitoringprocessdescribedearlier. 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 funding mix therefore significantimportanceis beinggiven to the stability and growth of thesedeposits.The
BODhas approveda comprehensiveliquidity managementpolicywhich stipulatesthe early warning indicatorsof liquidity risk and maintenanceof
variousratios. Further, the Bankhasdesigneddifferent scenariosof cashoutflows to stresstest efficacyof its liquid assetsand its impacton profit
and loss.The resultsare regularly reviewedbyALCOfor takingappropriatemeasures.

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
bestpreparedto 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:

2024 2023
590/0
570/0
60%
540/0

57%
49%
57%
44%

vear- end
Average for the period
Maximum for the period
Minimum for the period

24.2.1Maturityanalysisfor financial liabilities

The tables below set out the remalntnq contractual maturities of the Sank's financial liabilities.

Note
Gross nominal Upto 1 1-3 months 3 months to 1 1-5 years More than 5 Carrying

outflow month year years amount
-------------------------------------------------- AFN'000' -------------------------------------------------

As_a_U_l_D_e_<;_elILb_eL2_Q;M
Liabilities
cecosits from customers 10 4,606,582 94,739 143,887 647,296 1,493,636 2,227,024 4.606,582
Lease liabilities 11 3,456 899 1,102 1,455 3.456
Other liabilities 12 194,506 189,753 4753 198402

4,B04,~44 285,320 144,989 653,5Q4 1,42~,§~!i ~,227 024 4 eQ8441

As at 31 December...2D2.3
Liabilities
oeoosits from 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 81 4092 333481

6,286,341 448,205 185,718 839,068 1,928,001 2,!!l!~,349 6283307

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 risk appetite.
Interest rate swaps are primarily conducted to hedge interest rate risk 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 financlal 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-prictnq 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 bearing
Interest Less than 3 3-6 months 6-12 1-5 years More than 5 Non-interest Total

Note rates (%) months months years bearing (Gross)

______________________________________________________- AFN'000' -----------------------------------------------------------

3l,_tte~embeaQ2_4
Assets
Cash and cash equivalents 3.83 to 4,83 439,173 2,295,401 2,734,574

Investments 1.625·7.375 457,334 69,49B 1,696,536 806,504 3,029,872

Other assets 5B9,lBl 589,181

896,508 69498 1,696,536 801;,504 2,!!l!4,582 §,J~~,§~7

Liabilities
Deposits from customers 10 4,606,582 4,606,582

Lease liabilities 11 12% 2,001 851 604 3,456

Other liabilities 12 198,402 198,402
2001 851 604 4,804,984 4,808,440

On balance sheet interest sensitivity gap 894507 68647 604 1,696,536 806,504 1,920,403 1,545,188

:u.J1ll.CembHl.ll.U
Assets
Cash and cash equivalents 3.83 to 4.83 418.044 2.971.877 3,389,921
Investments 1.625- 8.25 236.907 34.396 1,074.573 2,177,844 3.523.720
Loans and advances to customers
Other assets 851,552 851,552

418044 236907 34396 1 074 573 2 177 844 3823429 7765 192

liabilities
Deposits from customers 10 5,944.119 5,944,119
Lease liabilities 11 12% 1,323 705 2,059 1,620 5,707

Other liabilities 12 333481 333481
1323 705 2059 1620 6277 600 6283307

On balance sheet interest sensitivity gap 416,721 236,202 32,337 1,072,953 2,177,844 2,454,171 1,481,885

~
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Variable rate instruments 31-Dec-24 31-Dec-23

Financial assets and liabilities at variable interest rates
Loans and advances to financial institutions

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

Cash flow sensitivity analysis for variable rate instruments

The Bank does not have any such instruments therefore there will be no impact for the current year on profit or loss (2023:
Nil). This analysis assumes that all other variables remain constant.

Fixed rate instruments 31-Dec-24 31-Dec-23

Financial assets and liabilities at fixed interest rates
Investments
Deposits from 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 change
in interest rates at the reporting date would not affect profit and loss account of the Bank.

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

3,086,976 3,523,720

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 manages this 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 transactions are matched in view of their maturities in the different
predefined time buckets.

The Bank's exposure to foreign currency risk, based on notional amount, is as follows:

31 December 2024 USD EURO GBP& other Total

Financial assets
Cash and cash equivalents 608,267 8,840 46,162 663,270
Investments 3,079,610 7,366 3,086,976
Other assets 579,276 594 579,870

4,267,154 16,800 46,162 4,330,115

USD EURO GBP Total
Financial liabilities

Deposits from customers 3,906,091 4,223 166 3,910,481
Other liabilities 182,842 668 183,510

4,088,933 4,223 835 4,093,991

Net foreign currency exposure 178,220 12,577 45,328 236,124

~~
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31 December 2023 USD EURO GBP Total

Financial assets

Cash and cash equivalents 1,063,951 29,809 45,976 1,139,736
Investments 3,516,195 7,525 3,523,720
Other assets 836,416 1641 838,056

5,416,563 38,974 45,976 5,501,512

Financialliabilities

Deposits from 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

24.4.1 Sensitivity analysis on foreign currency financial assets and liabilities

A 1% strengthening of the Afghani, as indicated below, against the U5D, GBP, Euro at 31 December 2024 would have
decreased profit before tax by the amounts shown below. This analysis is based on foreign currency exchange rate variances
that the Bank considered to be reasonably possible at the end of the reporting period. The analysis assumes that all other
variables, in particular interest rates, remain constant.

GBPand
other Total

31 December 2024 USD EURO

Effect of 1% increase in exchange rate
Financial assets

Deposits from customers
Other liabilities
Gains from financial liabilities
Net-unrealized losses on
foreign currency

(6,083) (88) (462) (6,633)
(30,796) (74) (30,870)
(5,793) (6) (5,799)

(42,672) (168) (462) (43,302)

39,061 42 2 39,105
1,828 7 1,835

40,889 42 9 40,940

(V83) (126) (453) (2,362)

tpl/

Cash and cash equivalents
Investments
Other assets
Losses from financial assets

Financialliabilities
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31 December 2023
USD EURO GBP Total

Effect of 1% increase in exchange rate
Financial assets

Cash and cash equivalents
Investments
Other assets
Lossesfrom financial assets

Deposits from customers
Other liabilities
Gains from financial liabilities

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

(54,166) (389) {46O) (55,015)

49,664 141 2 49,807
324O 1 7 3,248

52,904 142 9 53,055

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

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.

24.6 Subsequent event - unadjusted
The bank will receive the reimbursement of ADPF (formerly ADIC) insurance premiums totaling AFN 217.728 million, paid by
the bank from October 2009 to 30 June 2024. This is in accordance with Sharia Ruling No. 1151, dated 27 May 2024, issued by
the Dar-ul-Eftah of the Islamic Emirate of Afghanistan, following the orders issued by the Supreme Court of the Islamic Emirate
of Afghanistan, No. 373, dated 27 August 2024, and DAB letter No. 8306/6070, dated 11 January 2025. Subsequently, on 12
February 2025, the bank has received the total amount in AFN 189.56mn.

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:

31-Dec-24 31-Dec-23
...... AFN '000' ......

Name of group companies Nature of transactions

Bank Alfalah Limited - Pakistan Profit remitted to Head Office

Alfalah Insurance Company Ltd. Insurance premium 2,218 2142

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-24 31-Dec-23
...... AFN '000' ......

262
35,390
(34,971)

30
41,031
(40,800)

681 262
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(b) Salaries and benefits 35,390 41,031
35,390 41031

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

In addition to their salaries, the bank also provides non-cash benefits to executives which include furnished accommodation.

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-24 31-Dec-23
...... AFN '000' ......

1,581,720 1,471,308

34,850
90,003
32,279

14,442
79,335
65,728

1,424,587 1,311,803

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

15,683
90,003

6,499
79,335

105,686 85,834

Regulatory Capital = Tier 1 + Tier 2 1,530,274 1,397,637

31-Dec-24 31-Dec-23
...... AFN '000' ......

Risk-weight categories

0% risk 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%)

50,442 56,596

2,445,903 2,981,912

2,496,345 3,038,508



BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

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%)

138,124
444,385

348,425
444,873

391,674
793,298974,183

194,837 158,660

3,523,720
3,523,720

1,761,860

3,040,484

580,443
65,728

3,072,763
32,279

3,040,484

514,715

514,715

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 0%)

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-24 31-Dec-23
...... AFN '000' ......

184,296 183,786
185,864 2,627,350

370,160 2,811,136

129,791 1,350,432

3,365,112 3,785,667

42.33% 34.65%

45.47% 36.92%

~

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

These financial statements were authorized for issue by the Country Finance Manager and Country Manager of the Bank on
,'- N\c.o..eJ . - 2 0 k<C'
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