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INDEPENDENT AUDITORS' REPORT TQ THE ACTING COUNTRY MANAGER OF BANK
ALFALAH LIMITED AFGHAMISTAN

Dpinlan

We have audites the accompanying firancial slalements of Bask altalal Limited Afghanisian Lhe
Barkl. which camprise Lhe slatement of financial pesition as a7 31 Decesbar 2018, and the
statement of comprehensive income, statement of changes i equity and statement of cash Fows for
Lhe year ther ended. and 2 summany of significant zccounting pelicies.

Irvaur opinion, the linancial skatemonts give a brue ana fair view of the financlal position of the Bank
a4 at 31 December 2018, and its financisl parfarmance and its cash flows for ibe vear ther ended in
dtiordance with the azcounting framewerk 25 stated 19 nole 2 to the fnancial slatemenss,

Basis for Oplnlen

we ronducted nur audil in oaccordance wilk Internations Standards on Auditing 5451 Our
responsibilities undaer those slandards aro fu-lber describod in the Auditors Sespansikilities for tha
Audit of the Financial Statoments section ol our reparts. We are indeosendert of the Bank ir
accordance with Lhe ethical reguirements that are relsvant Lo cur zudit of the finarcial stalements
in Alghsnistan, and we have fulliled aur other sthiczl respursikilities in accordance wilh these
reguirements, We believe that the audic evidence we have oblainad is sulficiart and approprizte to
provide & basis for cur opinlon.

Responsibiflties of Management and Thase Charged with Governance for the Financial
Statements

Management is responsible far the oreparation and fair presentation of the financial slatements in
Brrarcance with the arcounkbing framewerk as statea in note 2 ta the finencial statements and for
suthinternal contral 26 managemen: detarmines is recessary o enzhoe the preparation of financial
statemnents that are free fram matorisl misstatoment, whethe: due te fraud or error,

In preparing the financial statemonly. maragoment is responicle for assessing bhe Sank’s ahil by Lo
cortinue a8 & gaing concern, disclosing, as applicakle, matters related o going concern and using
e qoing concern basis of acccunling unless managemont eitharintonds o Irquidate Lbe Bank or o
ceast operations, or bas no realislic alternative but #o da ga.

Those charged with governance are responsitle for gversesing the 3znk's financial repcrling

Frocess,
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Auditer's Responsibilities For the Audit of the Financial Statements

Cur obfectives are to obtain reascnable assurance shaul what her tha financizl statements as a whaole
are free from material misstatement, whather due to fraod or error, and Faissue an auditor's repart
tnat includes awr apinion, Reasonablz assurance is 3 high leved of assurance, but is not a quarantoo

Lhat ar

audil conducted inaccordance with 15485 will alwavs detect 2 material misstatement when it

exists, Misstatements can arise from fraud or error and are considered material if, Imdividually or in
the aggregate, they could reascnably be expectad bo infuenca tha economic decisions of dsors taken
on the hasis of these Finarclal statoements.

As part of 2n sudit in accordance with 1585, we exercise professional judoment anc malntain
professional skepticism throvgnoot the audit. wWe also:

lzertify ang assess the risks ¢l material misstatement of the financial slalamsnts, whethar
due to fraud or error, dosign and perform audit procedures rosponsive Lo Lhose risks, znd
oblain audit evidence that is sufficient and appropriate to provide a basis tor our epinian. The
risk of not detecting a material misstatement resclting from fraud is higher than 1or ons
resulting from errer, as fraud may involve collusicn. forgery, intentinnal amissions,
misrepresentations, ar the averride of interral contraol,

Qbtain an understanding of internal conlrol relevant to the audit in crder to design audit
procedures that are appropriate in the circumstances, but nat for the puracse of expressing
an opinion on the #ffectiveness of the Bank's internal conrel

Evaiuzie the approprizteress of zccounting policies used and the reasonaslensss of
accounting estimates and related disclosures made by managemant,

Lonciude on the spproprialensss of management's use of the gaing concern basis of
accounting and, based on Lhe audit evidence atained, whethar a materia unoer Lainty 2xists
related Lo evenls or conditions Lhal may cast significant doublt an the Gank's abiily to
continue as a going concarn., f we concluds that a material dicer tainty exists, wo are
reguired o draw attention in cur zuditor's repert Lo the related disclosures in Ihe financial
staternenls or, if such disclosures are inadequate, to medify cur apinian. Our conclusions are
bazed an the audil evidence obtalnee up to the date of our auditor's report, However, future
events or conditians may cause the Band to cease to continue as a gaing concerr,

Evaluate the overall presentation, structure anc contert of the firancial statements,
inciuding the disclosures, znd whetaer Lbe financial statements represent the uncerlying
transactions and events in & marner that achleves fair presentation.

Wu communicate with those charqged with acvernance rega rding, among other mattors, Lhe plannad
scooe anc Biming of the audit and significart audil findings, including any sigrificznt deflciencies in

inte-na

conbrol thar we identify during cur audit,

EH-*T[—'- ﬁ-'ff‘:bT ﬂ ":ak_ﬁ

Ernst & Young Ford Rhodes Sidat Hyder
Chartered Accountants

Cate: 23 March 2019

Habul, Alghanistan

Audit Engagement Partner: Shabbir Yunus
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BANK ALFALAH LIMITED AFGHANISTAN
STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018

Azzats

Cash and cash eguivalents
Investments - nat

Leans and advances to banks - net
Loans and advances to customears - nst
Frapery and equipment

Advance tax - net

Cther assets

Total assets

Liabilities

Ceposils fram banks
Deposits from customers
Dreferrad tax liability
Cumrent tax liabilities - net
Cithar liabilities

Total liakilities

Equity
Capital contributed by Head Office
Capital rezerva

Revaluation surplus on debt instruments at fair value
through cther comprehensive income / sumlus
an revaluation of available for sale investments

Retained eamings
Total equity
Total liabilities and equity

Contingencies and commitments

Mote

0 om - o on

11
12
T3

14

15
16

17

31 December 31 December
2018 2017

AFS "000" AFS 000
10,651 486 0035 857
T92 828 5011272
117,664 EOS 592
1,508 1,459
5,081 7.526
= 23,732
1,196,113 1,221,515
12,764,680 16,908 BES
690 2 018,841
11,001,887 13,445 354
120 Aa7

13,500 g
16,830 43,371
11,033,027 15,607 083
1,000,000 1,000,000
50,791 J0.813
131 BEY051
680,731 302118

1,731,653 1,407 EIE'.'_]__

12,764,680 15,000 953

The annexed notes 1 to 29 form an integral part of these financial statements,

g

Qle

Country rinance Manager

i

_cfing Country Manager




EANK ALFALAH LIMITED AFGHAMNISTAN
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Interast income
Inferest expensea
Met intarest incame

Fea and commissian income
Fest ard commissian expensea
Met e and commissian iIncome

Inceme from dealing in foreign cuirencias
ClRer incame
Tedal aperating income

Credit losses reversal / (expenss’
Met operating income

Parsannel expenses
Lapreciatan

Dther oparatng expenses
Tatal cperating expenses
Profit before taxation

Taxation
Profit for the year

Other comprehensive incoma

Mote

18
15

20

1

23

tterms thal may be reclassifled to profit or loss subsequently

Debt instruments at fair valus thraugh other comprak SRE e |ACOme:

Met gain on debt instrements at fair value
thraugh octher comprahancive income
Related deferrad tax

Avaiiable-for-gaie financial asgets:

Surplus on revaliation of
available for sale inveslmants
Relaled deferred tax
lher comprehensive income, net of tax

Total comprehensive income, net of ax

31 December 31 December

2018 2017
AFS ‘000" AFS ‘000"
218,608 484 537
{(11,597) {59,728
207,012 384, 503
53,423 57 EdZ
(10,924) {14,528
BZ 438 az. 904
9,820 13,72
_ opagEs  tigen
503,999 600,775
TATI4 72282
678,713 578 517
(92,055} (05 475)
{2,705} (3 700
(91,903} {11554
(186,663} (215 125
492,050 312 781
(92,493 [88,753)
399,567 234,035
164 ;
(33) :
131 -
71,484
_ [14,296)
57,188
~ 3o068B 261 226

The annexed notas 1 to 25 form an integral part of 1nese financial statements.

e
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Cﬂunhk Finance Manager

A'E-‘tlng Country Manager
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BANK ALFALAH LIMITED AFGHAMNISTAMN
STATEMENT OF CHAMGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Gain on debt
instruments at f&ir

Capital value through othar
cantributed comprehensive Capital  Retained Yot
by Haad income ! Surplus on reserve eamings
Offica revaluation of
available for sake
investments
Mote Afs 000"
B8 3T b 117 1,006,000 11862 1971 329000 1350574
Total cortprehensive income:
Profit far the year - - 224 058 74 (A6
Qbrar compranensive incoms . ne: of kax
Farvalue reserve (avs able-for-sals francial gsasts!
Met changs in fair valus | . 86,313 = 25303
Relsted tax = (17,263 - 17283
Reclassilication sapustments selating to available for |
saly invegtments disposed off during the vear - re - (14 8249: - e {14,328,
Relsted tax or dsposal of availabe for |
sak irvestmenie duning the year . ) EPE!?J-l - - 2,967 |
= - 57,165 - - E7iEB
Total comprehensive inocme 5 =7 AGE = 274 (156 b R )
Transterred o capifal rassmve 17 - 11,202 (17 202
Tranzactions wilh owners af the Bank
Profits remitied o Head Offica 1w - e 1239, 520) (234,820
A5 at 31 Decermber 2017 1,000,000 BB.051 30813 _ 302116 1401380
Balance as at 01 Janwary 2018 1,000,000 B9,0E1 IE13 302116 14,019, TRD
Etftecl aue io adoption af IFRS 2 - net of kax 2 9 . oL (54
Restatad opening balance under IFRS 9 1,000,000 68.051 30,813 301,152 14016818
Tulal comprehansgive incoma
Frofd for the year - - - 350,557 399 557
Dtrar compretansve INComres, mat of tax
Farvalua resarve (ava ablo-fo-sale foancial azsets!
Het changs In fair valus = | 184 | « : 184
Releted kg - [33) . - 133)
Eetlassfication sdusiments relating o available for [
sale investments dispogad off during the yaar - net - [BE,160) - L (BE,150)
Heated lax o0 dispozal of availzsie for
s ITVBEETENLE uning the year . - 17.230 - =1 17,230 |
- {54,5201 . - {eB5zo)
Talal comprehensive incoma = {68,920) = 500 EET 330,637
Trarsierres o capial resereg 16 - - 18,4973 (18.578] .
Transactions with Gwoers of the Bank
Profits renmilizs o Hasd OFice 15 - - . % e
Az at 31 Decamber 2018 1,000,000 131 BO791  680.731 14,349,453

The annexed notes 1 to 2B farm an irtogral part of these fingroisl easlements

2,0

U lr_|.- Finance rI.lanager

Acting Country Manager




BAMK ALFALAH LIMITED AFGHANISTAN

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2018

Cash Aows from operating activities
Profit befare faxation

Adjustments for:
Deprecation

Credit losses (reversal) | exponse - excluding cask and cash equialents 21

Loss on property and sguipment wiitlen off
Unrealized gain on Interast rate swaps

Changes im:

Loans ard advancas to hanks - ned

Loans ard advancas o cusiomers - net

Advance tax -nat

Cithar asasts

Deposits fram banks

Depasits from custamenrs

Other liabildies

Net cash generated [used in) / from operating activities

Cagh flows from investing activities
Irestmernts
Acquisition of oparating faxee assets

Met cash generated from investing activities

Cash flows from finencing activities
Remitlancas to the Head Office
Net cash used In financing activities

Met increase in cash and cash equivalents
Cash and cash equivalent al beginning of the yoar
Cash and cash equivalents at end of the yaar

The annexed notes 1 1w 28 form an inegral part of these financia’ statemeants.

e

[~

Qs

Countny Finance Manager

31 Docembar

31 December

2018 2017
AFS ‘000" AFS ‘000"
492,050 312 76
2,705 3709
{57.772) S B5E
H 2"
B F i1 884
436,983 368 297
585,648 (164 519
(42) 2
(45,448) 13715
26,127 (286,252
{2.018,251) 1,776,146
{2.443,477) (724,778
{25,488) {52 455)
(3,483.948) G50 055
4,199 B27 3,366,700
{260) {2 448)
4,199,567 3,384,251

s (238,320

- [236,82C)
715,618 4,074 455
9,935,867 5,561,381
10,651,436 9,335, BE7

M

Aefing Cau ntry Manager



3 BANK ALFALAH LIMITED AFGHANISTAN

BANK ALFALAH LIMITED AFGHANISTAN
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.2.

Status and nature of business

Bank Alfalah Limited Afghanistan ("the Bank"} iz a foreign branch of Bank Alfalah Limited, Pakistan and is
registered and operating in Afghanistan as a commercial bank. The Bank obtained business licensa from
Afgharistan Investment Support Agency which has been renewed by Ministry of Commerce and Industries
iMaCl} on 23 July 2017 The Bank commenced its aperations on 05 September 2005 under the license far
commercial banking issued by Da Afghanistan Bank (DAB) under the Law of Banking in Afghanistan.

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

These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) issued by the International Accounting Standard Board. 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 differs with the requirements of the IFRS, the requiremant af the Law of Barking in
Afghanistan and other laws and regulations issued by Da Afghanistan Bank takes cracedencs,

I'hese financial statements have bean prepared under the nistorical cost eonvention except that certain
investments, derivative financial instruments and forward foreign exchange contraclts are stated at fair valus

These financial staterments comprise statement of financial position, statament of comprehensiva income as
a singla slatement, statement of changes in eq uwity, statement of cash fiows and the accampanying notes.

The praparation of financial statements in canformity with IFRS requires the use of certan critical accounting
astimates. |t also requires management to exercise its judgment in the process of applying the Bank's
accounting policies. The areas involving a higher degrea of Juggment or complexity, or areas whers
assumptions and estimates are significant to the financial statemants are disclozed in nate 4

2.1. Dunng the year, Bank Alfalah Limited, Pakistan signed a Business Transfer Agreement with the
petential buyer for the sale of the Afghanistan operations and subsequently an application for approval of
the transaction was made to the Da Afghanistan Bank (DAB),

The application for the approval of the transaction was declinad oy DAB en 27 February 2015 and as g
result. the Bank will cantinue its operations as narmal.

The Bark has adopted the following accaunting standards and the amendments and interpretation of [FRSs
which became effective for the current yaar

Standard or Interpretation
- |IFRS 2 - Share-based Payments — Classification and Measurement of Share-based Fayments
Transactions (Amendments)

- IFRS 4 - Insurance Confracts: Applying IFRS 8 Financial Instruments with IFRS 4 Insurance
Contracis — (Amendments)

- IFR3S 3 - Financial Instrumentis: Classification and Measuremeant

- |IFRS 13 - Revanue from Contracts with Custamers

- IFRIC Interpretation 22 - Foreign Curency Transactions and Advance Consideration

e



] BANK ALFALAH LIMITED AFGHAMNISTAN

Impravements to Accounting Standards Issued by the 1ASE in December 20186

- 1AS 28 - Investments in Associates and Joint Ventures: Clarification that measuring investees at fair valus
threugh profit or loss is an investment-by-investment chaice

The adoption of the above amendments, improvements to acceunting standards and interpretaticns did nat
have any material effect on the financial statements excapt IFRS 9 as disclosed in nate 3.1 to the financial
statements

2.3. Standards, interpretations and amendments to published approved accounting standards
that are not yet effective

The following standards, amendments and interpretations with respect to the approved accounting
stancards would be effective from the dates mentioned there against:

Standard or Interpratation Effective date
iannual periods
beginning)
- IFRS 3 - Definition of a Business {Amendmants) January 01, 2020
- IFRE 3 - Prepayment Features with Megative Compensation — January 01, 20149

{Amendments)
- IFRE 10 - Censalidated Financial Staternents and |45 28 Investment in
Asseciates and Joint Ventures - Sale or Contribution of Assets betwesn an

Investor and its Associate ar Joint Ventura [Amendment) Mot vet finalized

- IFR5 16 - Leases danuary 01,2015

- IFRS 17 = Insurance Contracts January 01,2021
IFRIC 23 - Uncenainty aver Income Tax January 01,2015

I'mzatments

- IAS 11 1AS B - Defintion of Material January 012020

(Amendments)

- 1AS 18 - Plan Amendment. Curtailment or Settement {Amendments) January 01,2019

-1AZ 28 - Long-term Interests in Associates and Jaoint Ventures January 01,2018

[Amsndments)

The above standards, amendments and interpretations are not expected to have any material impact
on the Bank's financial statements in the period of initial applicatizn.

In addition to the above standards and amendments, improvements to vanous accounting standards
have also been issued by the IASB in December 2017. Such improvements are generally effactive
for accounting pericds beginming on or after 01 January 2019 The Bank expects that such
improvameants to the standards will not have any material impact an the Bank's financial statements
in the period of imitial application

Summary of significant accounting policies

The accounting polices adopted in preparation of this financial statements are consistent with thase followed
in the preparation of the annual financial stataments of the Bank for the year ended 31 December 2017 other
than as disclosed in nate 3.1 below.

3.1 Adoption of IFRS 9 Financial Instruments

In theso financial statements, the Bank has applied IFRS 9 and IEES 7R effective far annual periods
beginning an ar after 1 January 2018, for the first time,

oy W



7 BANK ALFALAH LIMITED AFGHAMISTAN

4.1.1. IFRS 8 Financial Instruments

IFRS 9 replaces |AS 38 for annual pereds on or after 1 January 2018 upen adagtion of IFRS 9 Bank has
not restated camparative information for 2017 for financial instruments in the scope of IFRS 9 Therefore,
the comparative infermation for 2017 is regoried under |1AS 39 and is not comparable to the information
presented for 2018, Differsnces of AFN 8B4 thausands arising from the adoption of IFRS 9 have been
recagnized directly in retained eamings as of 1 January 2015

The impact af these changes on the Bank's equity as at 01 January 2018 is as follows:

__AFN "000'
Retained earnings
Closing balance under IAS 39 (31 December 2017) 02,116

Recognitian of IFRS 9 ECLs

{1,208)
Deferred tax in relation to the above - 241
Opening balance under IFRS 9 [1 January 2018) 301,152

3.1.1.1. Changes fo classification and measurement

To determine their classfication and measurement catagary, IFRS 9 requires all financial assetz, except
equity instruments and derivatives, to be assessed based on a combination of the entity's business madel for
managing the assets and the instruments’ contractual cash flow characterstics.

The IAS 30 measurement categories of financial assets (fair value threugh profit or loss (FWPL), available
for sale (AFS), haldto-maturity and amortized cost] have been replaced by;

+  [Debt instruments at amortizad cost

= Debt instruments at fair value through athar comprehensive income (FVOCH, with gains or losses
recycled to profit or loss on de recagnition

* Equity instruments at FVOCI, with no recyeling of gains or losses o profit or loss on d2 recognition
= Financial assets FWVPL

The accounting for financial liabilities remains largely the same as it was under IAS 39, excagpt for the
treatment of gaing or losses arising from an entity's own credit risk relating to habilites designated at FVPL
auch movements are presentad in OC] with ro subsequent reclassification ta the income statement

The Bank's classdication of its financial assets and liabilities is explained in notes 3.3.1.4 and 3.3.2

Under IFRS 8. the classification is based on two criteria- the Bank's business madel far managing the
assets, and whethar the instruments’ contractual cash flows reprasent ‘salely payments of principal and
interest en the princigal ameunt outstanding (the *SPPI criterion’). The new classification and measurement
of the Bank's debt financial assets is "Debt instruments at amortized cost” for financial assats that are held
within a business model with the objective to hold the financial assets in order to collect comrastual cash
fiows that maet the SPPI critarian

The assessment of the Bank’s business models was made as of the date of initial application. 01 January
2018, and then applied retraspactively to thase financial assets thatl were not derecognized befare 01
January 2018, The assessment of whether contractual cash flows on debt instruments are salely comprised
of principal and inlerest was made based on the facts and circumstances as at the indial recagnition af the
assels

As af 1 January 2018. the Bank dig not have any debt instruments that did not meet the SPPI critarian
within s available-for-sale and held-to-maturity portfclio. As a result of business modal assessment the
Bank concluded that the debt instruments curently classified ss HTM are held within the tusiness model of
coliecting cash flows and not seliing such instruments, therefore, it elected to classify all of these
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instruments as debl instrumeants measured at amertized cast, For AFS debt instruments, the Bank
concluded that these are held within the business model of callecting cash flows from helding and selling
such instrumants for liguidity purpose and to obtain berefit fram favorable market price, therefore, these are
classified as debt instruments measured at fair value thraugh OCI

The Bank did not voluntarily designate any loans previously measured at amortized cost as financial assets
measured at FVPL, Loan and advances ta banks and customers that were classified as Loans and
Receivables and measured at amortized cost under 1AS 39 are alss measured at amortized cost under
IFRRS 9.

3.1.1.2. Changes to the impairment calculation

The adoption of IFRS 9 has fundamentally changed the Bank's accounting for laan lass impairments by
replacing IAS 39's incurred loss approach with a forward-locking expected credit loss {ECL) approach. IFRS
9 requires the Bank to record an allowance far ECLs for all loans and other debt financial aszets not held a1
FWPL. fogether with loan commitments and financial guarantee contracts. The allowance is basad on the
ECLs associated with the probability of default in the next twelve months unless there has been a sighificant
increase in credit sk since origination, If the financial asset meats the definition of purchased or orginated
credit impairad (POCI], the allowanca is basad on the change in the ECLs over the life of the assat.

Details of the Bank's imparment method are disclosed in Naote 3.3.4. The quantitative imgact of applying
IFRS & as at 1 January 2018 is disclosed in Mote 31,3

4.1.2. IFRS TR

To reflect fhe differences between IFRS 8. 145 39 and IFRS 7 Einancial Iratrusnenis:

Disclosures were updated and the Bank has adopted it, together with IFRS 9. far the year beginning 1
January 2018. Changes include transition disclosures as shown in Nate 3.1.3 below, detailed gualitative

and guantitative infarmatian about the ECL caloulations such as the assumptions and inputs used are set
out in Nete 25,11

2.1.3 A reconciliation between the carrying amount under local regulations to the balances reported
under IFRS 9 as of 1 January 2018 is as fallows:

Local requiations classification ! | Ra- IFRS &
145 39 measurement

i i ] | EcL averand | R

Financial Assets | Category F’E"BE::M above local F'E”“!';"t Catagory
e G e i [=5 __| regulationa e ]

Cash ard casn Cash and cash ; i et

couvalenis | Byuivalents 9,935,567 fi 9,935.857 Ameiized cost

) I I | Debt investment al fair
A - I —net |43 L
allable [ur sake | nvestments — net 24,056 4,324 (58 valug thraugh OC
, e - Cebt investrent at
i o MEtur stmenis — net T ;

Halo aiurity Investmenis — ne GET 218 ESY. 215 aMarized cost

Loans and Loans and I '

pdvances o banks | advances 1o banxs | BIE 522 593 582 Amartized cost
et S L. - T e dL

Loans and Loars and

advances to advarcas to 14549 - 1455 amortized cost

custonmers - nct_ customners -||::.|._

CHher aesars Oithar assets 1,183,838 - 1,193 838 Amortized caost

|  OF-balance | ' T N D

aheal ilams — Cither lakilitios 2437 1,205 3,542 Arnceliead cost

Other labiltes | ~

- 1205 :

== —

iy PR
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3.2 Cash and cash equivalents

Far the purposs of the statement of cash flows, cash and cash equivalents coamprise balances with
less than three months maturty including eash in hand and at ATM, unrestricted balances with the
DAE. balancaes with banks and placements.

3.3 Financial instruments
4.3.1,  Financial instruments - initial recognition

3.3.1.1 Date of recognition

Financial assels and liabilities, with the exception of loans and advances to customers and balances due
to customers, are initially recognized on the trade date, i.e., the date that the Bank becomes a party to the
contractual prewisions of the instrument. This includes reguiar way trades: purchases or sales of financial
assets that require delivery of assets within the time frame generally established by regulation or
convention in the market place. Loans and advances to customers are recognized wharn furds are
transferred to the customers’ accounts. The Bank recognize balances due to customers when funds are
transferred 1o the Bank.

3.3.1.2 Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their contractual terms and the
business moael for managing the instruments. Financial instruments are initially reasured at thair tair
value. axcept in the case of financial assets and financial liabilties recardad at FVPL, transaction casts are
added to, or subtracted from. this amount. Trade receivables are measured at the transaction price, YWhen
the fair value of financial instruments at initial recognition differs fram the transaction price, the Bank
accounts for the Day 1 profit or loss. as described belaw,

3.3.1.3 Day 1 profit or loss

When the transaction price of the instrument differs fram the fair value at originatizn and the far valuz is
based on a valuation technigque using anly inpuis observable in market transactions, the Bank racognizes
the difference between the transaction price and fair value in net trading income. In those cases where fair
value 15 based on models for which some of the inputs are net observable, the difference between the
ransaction price and the fair value is deferred and is only recagnized in profit or lass whan the inputs
become aoservable, or when the instrument is derecoghized

4.3.1.4 Measurerment cafegories of financial assets and liabilities

Fram 1 January 2018, the Bank classfies all of its financial assets based an the business model far
managing the assets and the asset's confractual terms, measurad at sither:

»  Amortized cost, as explained in note 3.3.2.1

o FWVOCI as explaingd innotes 3323 and 337 4

«  FWPL

I'he Bank classifies and measures its trading portfolio at FYPL as explained in Nates3 3.2.2 . The Bank

may designate financial instruments at FVPL, if so deing eliminates or significartly reduces
measurement ar recegnition inconsistencies, as explained in Note3.3.2 6.

Before 1 January 2018, the Bank classified its financial assets as loans and receivables ramortized cost),
FVPL, available-for-sale ar held-to-maturity {amartized oost), as explained in Motes 3.3.21, 3327 and
3.3.2.7.

Financial liabilties, other than loan commitments and financial guarantees, are measurad at amertized cost
or at FVPL when they are held for trading and derivative instruments or the fair valys designation is
applied. az explained in Note3 3.2.6,

- T
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3.3.2 Financial assets and liabilities
3.3.21 Due from banks, Loans and advances fo Customers, Financial investments at amoriized cost

Befere 1 January 2018, Due from bank and Loans and advances to customers, included non—derivative
financial assets with fixed or determinable payments that were nat queted in an active market, other than
those:

= That the Bank intended to sell immediately or in the near term
# That the Bank, upon initial recognitian, designated as at FVPL or as available-for-zale

= Forwhich the Bank may nat recover substantially all of its inital investment, other than because of credit
deterioration, which were designated as available-for-sale.

From 1 January 2018, the Bank enly measures Due fram banks, Loans and advances to customers and

ather financial investments at amartized cost if both of the following conditions are met:

* The financial asset is held within a business model with the aojective to hold financial assets in order to
collect contractual cash flows

v The confractual terms of the financial asset give rise on specified dates to cash flows that are solaly
payments of princical and interest {(SPPI; on the principal amaunt outstanding.
The details of these conditions are autlined below

Business model assassment

The Bank defermines its business madel at the level that best reflects how it manages groups af financial
assels to achieve its business ohjsctive.

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

= How the performance of the business model and the financial assets held within that business model
are evaluated and repaned to the entity's key managemant personnel

= Tha rigks that affact the performance of the business model (and the financial assets hald within that
business model) and, in particular. the way those risks are managed

= How managers of the business are compensatad {far example, whether the compensation is basad
on the fair value of the assets managed or on the contractual cash flows callected)

= The expected frequency, value and timing of sales are alsg important aspects of the Bank's
assessmant

The business model assessment is based on reascnably expacted scenarios without taking ‘worst case' ar
‘stress case' scenarios into account. If cash fiows after initial recognition are realized in a way that is different
from the Bank's onginal expectations, the Bank does not change the classification of the remaining financial
assets hald in that business madel. but incorporates such infarmation when asses5ing newly originated or
newly purchased financial assets going forward

The SPP test

Secaond step of s classification process the Bank assesses the contractual terms of financial to identfy

whether they meet the SPP| test.
-
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Frincipal’ for the purgosa of this tast is defined as the fair value of the financial assst at initial
recognition and may change cvar the life of the financial asset (for example, if there are repayments of
principal or amortization of the premiumddiscount]

The mast significant elements of interest within a lending arrangement are typically the
conzgideratian for the time valus of money and credit risk. To make the SPPI assessment, the Bank
applies judgment and considers relevant factors such as the cumrency in which the financial asset
is dencminated, and the period for which the interest rate is set,

In contrast, cantrastual terms that introduce a mare than minimum axposure to rsks or volatility in the
confractual cash flows that are unrelated to a basic lending arrangement do not give rize to contractual
cash

flaws that are selely payments of principal and interest on the ameunt sutstanding, In such cases, the
financial asset is required to be measurad at FWYPL

4.3.2.2 Financial assels or financial liabilities held for trading

The Bank classifies financial assets or financial liabilities as held for trading whan they have been
curchased or issued primarily for short-term profit making through trading activities or form part of a
cartfalio of financial instruments that are managed together, for which thare s evidence of a recent
pattern of shar-term profit taking. Held-for-trading assets and liabilities are recorded and measured
n the statement of financial position at fair value. Changes in fair value ars recagnized in net
trading income. Interest and dividend income or expense is recorded in net trading income
according to the lerms of the contract, ar when the right to payment has been established.

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

3.3.2.3 Debtinstruments at FVOC! (Policy applicable from 1 January 20718)

The Bank applies the new categary under IFRS & of debt instruments measured at FVOC! when
both of the following conditions are met:

= The instrument is hald within a business madel, the abjective of which is achieved by bolh
callecting
contractual cash flows and selling financial assets

» |he contractual terms of the financial asset meet the SPPI test

These instrumants largely comprise assets that had previously been classfied as financial
invastmeants available- for-sale under 145 35,

FWOCT debt instruments are subsequently measuned at fair valus with gains and losses arising dus
to changes in fair valus recognized in OCI Interest income and foreign exchange gains and losses
are recognized in profit or loss inthe same manner as for financial assals maasured at amortized
cost as explained in note . The ECL calculation for Dabt instruments at FWOCH is explained in Note
2.8.3.\Where the Bank halds more than one invastmeant in the same security, they are deemed to be
disposed of on a first—in first—out basis. On de recognition | surmulative gains or lossas previausly
recognized in OCI are reclassified from OCI to profit or loss

%.3.2.4 Equity instruments at FVOC! (Policy applicable from 1 January 2018)

Upon initial recognition, the Bank cccasionally elects to classify irevecably sames of its equity
investments as equity instruments at FVYOCI when they meat the definition of definition of Eguity
under IAS 32Financial Instrurments: Presentation and are nat held for frading. Such classfication
is detarmined on an instrument-by- instrument basis

=
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Gains and losses on these equity instruments are never recycled to profit, Dividends are
recognized in profit or loss as other operating income whan the nght 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 recarded in QCI. Equity instruments at P0G
are not subject ta an impairment assessment

3.3.2.5 Debt issued and offter barrowed funds

After initial measurement, debt issued and other borrowed funds sre subsequently measured at
amaortized 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 campourd

financial instrument which containg both a liability and an equity componeant is seoarated at the
issue date.

3.3.2.6 Financial assets and financial lfabiifties at fair value through profit or loss

Financial assets and financial liabilities in this categary are those that are not held for trading and
have been either designated by management upon initial recognition of are mandatorily required
to be measured at fair valua under IFRS 9. Management only designates an instrument at FVPL
upon initial recegnition when ane of the following criteria are met. Such dasignatian is determined
on an instrument-by-ingtrument basis:

= The designation eliminates, or significantiy reduces. the inconzigtent treatment that would
otherwise arise frorm measuring the assets or liabilities ar recognizing gains or losses on them
on a different basis
Or

= The liabilities {and assets until 1 January 2018 under 1AS 35) are part of a group of financial
liabilities {or financial assets, or both under 1AS 39), which are managed and their performancze
evaluated an a fair value basis, in accordance with a documented risk management or
imvestment stratagy
Or

= The liabilities (and assels antil 1 Jansary 2018 under 1AS 39 cortaining one or more
embedded denvatives. unless they do not significantly modify the cazh flaws that would
atherwise be required by the contract, or it is clear with little or no analysis when a similar
instrument is first cansiderad that separation of the embadded derivativels) is prohibited

Financial assats and financial liabilities at FVYPL ara racorded in the statement of financial positian at
fair value, Changes in fair value are recorded in profit and loss with the exception of movements in
fair value of hiabilities designated at FVPL due to changes in the Bank's own credit risk. Such
changes in fair value are recorded in the Own credit reservs through OCI and do not get recycled to
the profit or loss. Interest eamead or incurred an instruments designated at FVPL is accrued in
interest income or interest expense, respectivaly, using the EIR, taking into account any discount!
prarmium and gualifying transaction costs being an integral part of instrument. Interest eamed an
assels mandatorily required to be measured at FVPL is recorded using contractual interest rate as
explained in Note 2.1.2. Dividend income from equity instruments measured at FVPL is recarded in
prefit or loss as other operating incoma when the right to the payment has been established

4.3.2.7 Available-for-sale financial investments (Policy applicable befare 1 January 2078)

Available-for-sale financial assets are those intended to be hald far an indefinite periad af ime, which

may be sold in response ta needs far liquidity or changes in interest rates, exchange rates ar aquity
Qrices

Available-for-sale financial assets (AFS) are non-derivatives that are sither designated as AFS or are
not classified as (a) loans and receivables. (b} held-to-maturity investments or icy financial assats at

fair value thraugh profit or loss.
[
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Available-for-sale financial assets and financial assets caried at fair value through profit or loss are
subzeguently caried at fair value. Gains and losses arising from changes in farr value of available-
for-sale financial assets are regognized directly in other comprehensive insome, until the tinancial
asset is derecognized or impairad.

3.3.2.8 Held-to-maturity financial invesiments (Policy applicable before 1 January 2078)

Held-to-maturity investments are non-gderivative financial assets with fixed ar determinable payments
and fixed maturties that the Bank's management has the positive intantion and ability 1o hald to
maturity. If the Bank were to sell ather than an insigrificant amount of held-to-maturity financial assets
before its maturity, the entire category would be reclassifiad as available for sale.

Held-to-maturity investments are caried al amerized cost using the effective interast methaod, less
any impairment losses

3.3.3 Reclassification of financial assets and liabilities

From 1 January 2018, tha Bank does not reclassify its financial asssts subsequent to their initizl
recogniticn, agarn from the exceptional circumstances in which the Bank acguires, disposes of, or
lerminates a business line. Financial liabilties are never reclassified. The Bank did not reclassify any
of its financial assets or liabilities in 2017,

3.3.4 Impairment of financial azsets (Policy applicable from 1 January 2018)

3.3.41 Overview of tha ECL principles

The adaption of IFRS 8 has fundamentally changed the Bank's loan loss impairmert methad by
replacing IAS 38's incurred loss approach with a farward-iooking ECL approach, Equity instruments
are nat subject to impairment under IFRS 3.

The ECL allowance is based on the credit losses sxpected to arise aver the life of the asset (the
lifetime expected cradit loss or LTECL), unless there has been no significant increase in credit risk
since origination, in which case, the allowance is based on the 12 months' expected credit loss
(12mECL) a3 outlined in Mote 3.3.4.2). The Bank's policies for determining if there has been a
significant increase in crodil risk are set out in Mote 33.5

The 12mECL 15 the portion of LTECLs that represent the ECLs that result from default evernts
on a financial instrument that are possible within the 12 months after the reporting date.

Both LTECLs and 12mECLs are calculated on either an individual basis ar a collective hasis
depending en the nature of the underlying pertfolio of financial instruments.

The Bank has established a policy to perform an assessment at the end of each reporting period of
whether a financial instrument's credit risk has increased significantly since intial recognitian, by
cunsicering the change in the risk of default occurring over the remaining life of the financial
instrument. This is further explained in note 25.1.1

Hased on the above procass, the Bank groups its loans into Stage 1, Stage 2 Hlage 3 and POCI, as
described below

= Stage 1:When loans are first recognized, the Bank recognizes an allowancs basad on
12mECLs. Stage 1 loans also include facilties where the credit risk has improved and the laan
has been reclassified from Stage 2.

= Stage 2:When a loan has shown a significant increase in credit nsk since ongination. the Bank
records an allowancs for the LTECLs. Stage 2 loans also include facilities, whers the credit risk
has impreved and the loan has been reclassified from Stage 2.

» Stage 3 Loans considered credit-impaired . The bank records an allowance far the LTECLs.
(=
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« POCIE Purchased or eriginated credit impaired (POCI) agsets ara financial assets that are credit
impaired on initial recognition, POCI assets are recorded at fair value at ariginal recognition and
interest income is subsequently recognized tased an a credit-adjusted EIR. ECLs are anly
recognized or released to the exient that there is a subsaquent changa in the sxpected credit
losses.

For financial aszels for which the Bank has no reasonable expectations of recovering either the
entire gutstanding amount, er a propertion thereof, the gress carrying amount of the financial asset
15 reduced. This is considared & (partial) de recognition of the financial assat.

3.3.4.2 The calculation of ECLS

The Bank caleulates ECLs based on a four prababilty-weighted scenarios to measurs the
expectad cash shortfalls, discounted at an approximation to the EIR. A cash shartfall is the
difference belween the cash flows that are due to an entity in accordance with the contract and the
cash flows that the entity expects to receive

The mechanics of the ECL calculations are outlined below and the key elements are, as follaws:

ol B The Prakability of Default is an estimate of the likelihood of default ovar 3 given time
henzan
A default may only happen at a cerain time over the assessed perod. if the tacility
has net been previously de recaognized and is still in the portfalio. The concept of
PDs is further explained in note 251 1.

“EAD The Exposura 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 an committed facilities, and accrued interest from
missed payments. The EAD s further explained in note 251 1.

LGD The Loss Given Default is an estimate of the less ansing in the case whare 3 default
occurs at a given time. It is based on the difference between the contractual cazh
fiows due and those that the lender would expect to receive, including from the
realization of any collateral. It is usually expressed az a percentage of the EAD. The
LGD is further explained in note 25 1.1,

When astimating the ECLs, the Bank considers three scenarios (a base case, an upside, downside
{average base')}. When relevant, the assessment of multiple scenarios also incarpaorates how
defaulied loans are expected to be recoverad, including the proba Bility that the loans will cure and
the valug of collateral or the amaount that might be received for salling the asseat.

With the exception of credit cards and other revolving faciliies, fer whech the treatment is separately
set out in Mole 285, the maximum penod for which the credt losses are determined is the
contractual Iife of a financial instrument unless the Bank has the legal right to call it aarlier,

The mechanics of the EGL method are summarized below:

s Giage 1. The 12mECL is calculated as the portion of LTECLs that representthe ECLs
that result from default events on a financial instrument that are possible within the
12 months after the reporting date, The Bank calculates the 12mECL allowance
basad on the expectation of & default occurring in the 12 months following the
regoming date.

These expecied 12-month default probabilities are applied to a forscast EAD and
muliiplied by the expected LGD and discounted by an approximation ta the original
EIR. This calzulation is made for each of the four scenarios, as explained above
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+  Slage 2 Whan a loan has shown a significant increase in credit risk since onginatian, the
Bank records an allowance for the LTECLs. The machanics are similar to those
axplained above, including the use of multiple scenarios, but PDs and LGDs are
aslimated over the lifefime of the instrument. The expected cash shodfalls ars
discounted by an approximation to the original EIR,

+  Btage 3 For loans considered  credit-impaired (as defined in note 24 1.1 the Bank
recegnizes the lifetime expected credit lossas for these loans. The method is
similar to that for Stage 2 agsets, with the PD set at 1009%.

« POC POCI assels are financial assets that are credit impaired on initial recognition
The Bank only recognizes the sumulative changes in lifatime ECLs since initial
recagnition, based on a probabilty-weighting of the faur scenarios, discounted by
the credit- adjusted EIR

Loan commitments and letters of eredit

When eslimating LTECLs for undrawn loan commitments, the Sank estimates the expectad porbion of
the loan commitment that will be drawn down over its expected life. The ECL is then based an the
present value of the expected shortfalls in cash flows if the laan is drawn down. based an a prabability-
weighting of the three scenarios. The expected cash shartfalls are discounted at an approximation to
the expected EIR on the loan. For credit cards and revalving facilities that include both a lozn and an
undrawn commitment, ECLs are calculated and presented together with the loan. For loan
commitments and letters of credit, the ECL is recognized within provisions,

Financial guarantee contracts

The Bank estimates ECLs based on the presant value of the expected payments ta raimburse the
holder for a credit loss that it incurs The shartfalls are discaunted 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 ta financial guaranlee contracts are recogrized within provizions, as disclosed in nota
14.2 and 20 to the financial statemeants.

3.3.4.2 Debt instruments measured af fair value through OC!

The ECLs for debt instruments measured at FVYOCH do not reduce tha carrying amount of thase financial
assets in the statement of financial postion. which ramains at fair value. Instead. an amount equal to the
dllowance that would anse if the assets were measured at amorzed cost iz recogrized in OC1 a5 an
accumulated impairment amount. with a corresponding charge to profit ar lass. The accumulated loss
recognized in OCI is recycled to the profit and less upan de recagnition of the assets

4.3.4.4 Credit cards and other revolving facilities

The Bank's product affering includes a variety of corporate and retail overdraft and credit cards faciliies.
m which the Bank has the rignt to cance! andior reduce the facilties with ore day's notice. The Bank
does nat limit its exposure to credit losses to the contractual notice period, bui, instead calculates ECL
over a penpd that reflects the Bank's expectations of the custorner behavior, its likelihood of default and
the Bank's future risk mitigatian pracedures, which eould include reducing or cancelling the faciliies.
Based on past experience and the Bank's expectatians, the period ovar which the Bank calculates ECLs
for these praducts. is one years for corporate and 3 years for retail products

I'he ongoing assassment of whether a significant increase in credit risk has accurred for revolving
faciities is similar o other lending products. This is based on shifts in the custamer's internal credit
grade. as explained in Note 25.1.1 but greater emphasis is also given to gualitative factors such as
changes in usage

=
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The interest rate used to discount the ECLs for credit cards is based on the average effective intersst
rale that is expected to be charged over the expectad pariod of exposure to the faciliies. This estimatian
takes into account that many faciliies are repaid in full each month and are consequently charged no

interast

The calculation of ECLs, including the estimation of the expected pericd of exposure and discount rate is
made, on an indridual basis for corporate and on a collective basis for retail products. The collective
gssessments are made separately for partfolics of faciliies with similar credit risk characteristics.

3.3.4.5 Forward looking information

In its ECL madels, the Bank relies on a broad range of forward looking infarmation as economic inputs,

such as:
«  GOP growth

=  Unemployment rates
+ Consumer price indicss

3.3.5 Impairment provision under local regulations

Loans and advances to banks and customers

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

i

fii )

Standard: Thase are loans and advances, which are gaying in a current manner
or at mast past due for the period of 1-30 days, fully secured and is supporead by
scund net worth, profitability, liquidity and cash flaw of the obfigor. Standard aszets
are sufficiently secured with respect to the repayment of both the principal amount
and interest. An overdraft would be regarded as Standard f monthly interost
payments and cther charges are past due for 1-30 days, and thera was reqular
aclivity on the accaunt with no sign of a hard core of debt developing. A standard
provision is maintained in the baaks of account at 0% as 1% of provision is declared
optional on financial assets classified in standard category as per the revised
ACPR regulaticn effective from 1 January 2018 (31 December 2017 1% of value
af such loans and advances.

Watch: These are loans and advances which are adequately protecied, but are
potentially weak. Such an assel constitutes an unwarranted credit risk, but not o
the goint of requiring a classification of Substandard. The cradit risk may be minor,
and mest instances, bank management can correct the noted deficiencies with
increased attention. Further, all lzans and advances which are past due by 31 to
60 days far principal or interast paymeants are classified as Watch. A prevision is
maintained in the books of account mot less than 5% of value of such loans and
advances

Substandard: These are loans and advancas which show clear manfestations of
credit weaknesses that jeopardize the liquidation of the debt. Substandard loans
and advances include loans to borrowers whose cash fiows are not suffisient to
meet currently maturing debts. loans to borowers which are significantly
unadercapitalized, and loans to borrowers lacking suffizient working capital ta mast
their operating neads.

Further, all loans and advances which are past due by 61 t2 120 days for principal
or interest payments are alse classified as Substandard. A pravision is maintained
in the books of account net less than 25% of value of such loars and advances

£
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iv) Doubtful: These are loans and advances which display all the weaknesses
inherent in loans and advances classified as Substandard but with the added
characteristics that they are not well secured and the weaknesses make collection
or liguidaticn in full, en the basis of currently available nformatian, highly
guestianable and improbable. The possibility of loss is extremnely high, but because
of certain mitigating circumstances, which may work to the advantage and
strengthening of the facility, its classification as an estimated loss is posipanad uniil
itz more defined status is ascerained, Further all loans and advances which are
past due by 121 1o 480 days for principal or interest payments are also classified
as Doubtful A provision is maintained in the books of account not less than 50%
of value of such loans and advances.

vl Loss: Those are loans and advances which are considered uncollectible and of
such [ittle value that their continuation as recoverable facilities iz not defonsible
This classification does not imply that the facility has absolutely no recoverable
value, but rather it 1s not practical or desirable to defer making full provisions far
the facility even though partial recover in future may nat be entirely ruled out. Loans
and advances classified as Loss include those to bankrupt companies and
insalvent firns with negative warking capital and cash flow or those to judgment
debtors with no means or foreclosable collateral to settle the debts. Furhar all
lzans and advances which are past due over 481 davs for principal and intercst
payments are classified as Loss. This category of loans shall be retained in bank
balance sheet for the period of 6 month for recovery purpases and 100% loan lass
provisioning should be made. After & months, they shall be immediately written off
with the pravigioning madea,

The bank has alse determine provision for expected credit lasses under IFRS 9 which results
higher than provision under Assel Classification Provisioning Regulation, accordingly highear
pravisions were in caaperated in the financial statements as disclased in note 774 B.Z7 1o the
financial statements

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

The bank has policy of mamtaining general provision at 0% as 1% of provision is declared optional
on cash and cash equivalents, investments, other assets and Off-balance sheat item classified in
slandard category as per the revised "Asset Classification and Provision Regulation” ssued by
DAB, however, bank also determine provision for expected credit losses under IFRS 9. the
firancial statements are in cooperated with higher provision impact resulting from the meantioned
methads. as disclosed in nate 6.3, 7.2 14.2 & 21 ta the financial staternants

3.2.6 Impairment of financial assets {Policy applicable before 1 Janua ry 2018)
Loans and advances

The policy for making provizion against loan and advances was similar to enre disclosad 0 note 3.9.5
abova.

a) Assels carricd af amortized cost except for loans and advances fo customars

The Bank assasses at each balance sheet date whether there is abjective evidence that a financial asset
or group of firancial assats is impaired. A finansial asset or a group of financial assets is impaired and
impairment losses are inourred anly if there 1s an objective evidence of impairment as a result of ane or
more evenis that ccourred after the initial recognition af the asset (3 ‘loss event') and that loss evanl (or
avents) has an impast on the estimated future cash flows of the financizl gsset or group of firancial assets
that can be reliably estimatad.

The criteria that the Bank uses to determine that there is abjective evidence of an impairment loss include
P
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- Delinguency in contractual paymants of prinzipal ar interest;

- Cash flow difficullies experenced by the barrower (for examgple. equity ratia, net
income percentage of sales);

- Broach aof lpan covenantz or conditions

- Initiation of bankruptcy proceadings.
Ceterioration of the borrower's competitive postian;

- Deterioration in the value of collateral; and

- Downgrading below investment grade level,

The amaunt of loss is measured as the difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses tha! have not been incurred)
discounted at the financial asset's onginal effective interest rate. The carrying amount of the asset is
reduced through the use of an allowance account and the amaunt of the loss is recagnized in the income
statement.

If. in a subsequent period. the amount of the impairment loss decreases and the decrease can be related
ohjectively to an event occurring after the impairment was recognized (such as and impravement in the
debtor's eredit rating). the previously recognized impairment loss is reversed by adjusting the allowance

account. The amount of raversal is recognized in the statement of cormprehensive income in impaimrmeant
charge for credit lasses

b) Assefs classified as avaifable for sale

The Bank assesses at each balance sheet dale whether there is objective evidence that a financial assear
ar @ group of financial assets is impaired. |0 the case of equity securities classified as available for sale
a significant ar prolonged decline in the fair value of the sacurty below itz cos! is considered as an
ingicator thal the securities are impaired. If any such evidence exists for available-far-saie financial
assels, the cumulative loss — measured as the differencse betwean the acquisition cost and the current
fair value, less any impairmant ioss on those financial assots previously recognized in the statement of
comprehensive income is remaved from equity and recognized in the statement of comprehensive
income. Impairment losses recagnized in the statement of comprehensive income on equity instruments
ars not reversed throwgh the statement of comprehensive income. fin a sunsequant percd, the fair valua
of a debt instrument classified as available for sale increazes and the increase can be abjactively related
to an evenl ecourring after the impaiment loss was recognized in the statement of comprehensive
incame, the impairment loss is reversed through the statemeant of comprahensive income, related to an
svent occurnng after the impairment loss was recognized.

3.4 Financial liabilities
The Bank classifies its financial liabilities in following categaries.
a) Financial ifabilitics at far value through profi! or loss

Financial liabilitios at fair value through profit or loss are financial liabilities held for trading.
A financial liability is classified in this categary if incurred principally far the purpose of
trading or payment in the short term. Dervatives {if any) are also categorzed as held for
trading unless they are designated as hedges

by Other financial kiabilities measured al amortized cost

Thesa are non-gerivatives financial labilities with fixed or determinable payments that are
not quoted in an active market. These are recognized initially at far valus, net of
transactian costs incurred and are subsequently stated at amertized cost: any differences
tetween the proceeds (net of transaction costs) and the redempticn value is recognized
ir the income statament,

b




10 BANK ALFALAH LIMITED AFGHANISTAN
3.5 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liamility in an ordarly
tranzaction between markel paricipants at the measurement date in the principal or. in its atsence, the
most advantageous market to which the Bank has access at the date. The fair valuz of a liability reflects
its non-performance nsk

When available, the Bank measures the fair value of an instrurment using the guoted price in an active
rnarket for that instrument, A market is regarded as active if fransactions for the asset or liatility fake
place with sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Bank uses valuation technigues that maximizes
the uze of relevant cbservable inputs and minimize the use of unatservable all of the factors that market
participanis 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 transastion
price - i.e. the fair value of the consideration given or received. If the Bank determines that the fair value
at intial recognition differs from the fransaction price and the fair value is evidenced neither by a quated
price in an active market for an identical asset or liability nor based on a valuation tschnigue that uses
only data fram observable markets. tha financial instrument is initially measured at fair value, adjusted to
defer the difference between the fair value at initial recognition and the transastion price. Subsaqueantly,
that difference is recognized in prefit and loss in an appropriate basis over the life of the instrument bt
ne later than when valuation is wholly supported by observable market data or transaction is closed out.

It an asset or a liability measured at fair valuz has a bid price and an ask price, then the Bank measures
asses and lang positions at a bid price and liakilitias and short position at an ask price.

Partfolia of financial assets and financial liabilities that are exposed to market risk and credit risk that are
managed by the Bank on the basis of the net exposure to sither market risk or cradit rigk or measured on
the basis of a price that would be received to sell a net leng position (or paid to transfer a nat shart
positian] for a particular risk exposure. Those portfolio-level adjustments are allocated te the individual
assets and liabilities on the basis of the relative risk adjustment of each af the individual instruments in
the partfolio.

The Bank recognizes tfransfer between levels of the fair valus hierarchy as of the end of the reporing
pericd during which the change has cocurred.

3.8 Property and equipment

These are stated at historical cost less accumulated depreciation and impairment. if any, except for land
and capital wark in progress which is stated at sost less impairment, if any. Historcal cost includes
axpenditure that is directly attributable lo the acquisition of the asset,

Subsequent costs are included in the asset's carrying amaunt ar recognized as a separate asset. as
appropriata, only when it is prabable that future economic benefits aseociatad with the itern will flaw to
the Bank and the cost of the item can be measured reliably. The camying amount af the replaced part s
derecagnized, All other repairs and maintenance are recognized in statement of comprehensive income
during the financial pericd in which they are incurrad.

Cepreciation is calculated using the straight-line method te allzcate the depresiable amaunt af the asseis
ower their estimated useful life as follows:

Leasehold improvements S years
Furniture and fittings 4 o 10 years
Electrical, office and computar equipment 4 years
Vehicles 4 years

f o
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Depreciation is charged on additions during the year from the month they become available for their
intended use while ro depreciation is charged in the maonth of disposal of assets.

Gains and losses on disposal of property and equipment are determined by comparing procaads with the
camying amount. These are included in ather income in the statement of comprehensive income.

3.8 Impairment of non-financial assets

Mon-financial assets that have an indefinite useful life are not subject to amortization and ara tested
annually for impairment. Non-financial assets that are subject to depreciation’ amortization are reviewed
for impairmant whenever events or changes in circumstances indicate that the camying amaunt may not
be recoverable. An impairment loss or reversal of impairment loss is recognized in the statement of
comprehenszive incame. An impaiment loss is recognized for the amount by which the asset's carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value
less costs o seall and value in uge. For the purposes of assessing impairment, assets are grouped at the
Iowes! levels for which there are separately identifiable cash flows (cazh-generating units).

Man-financial assets other than goodwill that suffered impairment are reviewed for possibie reversal af
the impairnant at each reporting date. Reversal of the impairment losses is restricted to the ariginal cost
of the assets

4.9 Taxation

Current

I'he current income tax charge is calculated in accordance with Income Tax Law, 2009, Managsment
perindically evaluates positions taken in tax returns with respect ta situstions in which applicable tax
regulation is subject to interpretation and establishes provisions where appropriate on the basis of
amounis expected to be paid ta the tax authorities

Defarrad

Defarred 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
prafit, Deferred tax liabilities are generally recognized for all taxable tem porary differences, Deferred tax
assets are generally recagnized for all deductible temporary differences to the extent that it s prabable
that taxable profits will be available against which those deductible temporary differerces can be utilized.
Such geferred tax azsets and habilities are not recognized if the tem porary difference arises from goodwill
ar frem the initial recognition (other than in a business combination) of other assals and liahilities in a
trangaclian that affects neither the taxable profit nor the accounting profit.

310 Revenue racognition

g Interest income and expenses for all interest-teanng financial instrumants except for those
classified as held for trading or designated at fair value through profit or loss, are recagnized within
nterest income’ and Cinterest expense’ in the statement af comprehensive income using the
effective interest rate methed

The effective interest methed i a method of calculating the amertized cost of a financial asset or
a finarcial liability and of allacating the interes! income or interest expense over the relovant
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 agprooriate, a sharter
period to the net carrying amount of the financial asset or financial liability. When calculating the
affective interest rate, the Bank estimates cash flows considering all contractual terms aof the
financial instrurment but does net consder future credit losses

-
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b Due but unpaid interest income s accrued on overdue advances Tor periads ug te 90 days in
compliance with the Banking regulations issued by DAB. After 90 days, overdue advances ars
classified as non-performing and further accrual of unpaid interest income ceasas.

Gains and losses on disposal of property and squipment are recognizaed in the periad in which
dispasal i made

1
i

d) Fees and commission income and expense are recognized an an accrual basis when the service
has been providedireceived,

2] Faa and commission income that are integral part to the effective interest rate on financial assets
and liability are included in the measurement of effective intarest rate. Gther fee and commission
expenses related mainly to the transactions are services fee. which are expensed as the servicos
Are receives.

311 Foreign currency transactions and translation

a] Functional and presentation currency

ltems included in the financial statements of the Bark are measured using the curency of the
primary economic environment in which the entity operates (the functional currency), which s

Alghani (AFN]. All amounts have been raunded fo the nearest thousands, except when otherwise
indicated
112 Transactions and balances
Forzign currency transactions are translated into functional currensy using the exchangs rate prevailing
at the date of the transaction. Foreign currency assels and liabilities ara translated using the sxchange
rate at the balance sheet date. Foreign exchange gains and losses resulting fram the settlement al such

iransactionz and fram the translation at period-end exchange rates of assets and liabiites denominated
in fareign currencies are recognized in income cumently.

Thea exchange rate for following currencies against AFMN were:

1 USD 1 Eurno 1 GBF
As at 371 December 2018 75.31 S86.01 05 21
Asat 37 December 2017 B9 72 B3 27 03 2

313 Provisions

Provisions are recognized when there are gresent, legal or constructive obligations as a result of past
ewents, it is prabable that an out flow of resources embodying economic bansfits wil be required o settle
the abiigation; and a reliable estimate of the amaounts can be mads. Provigion for guaraniee claims and
other off balance sheet otligations is recognized when intimated and reasonable certainty exists fo settle
the phligations.

114 Offsotting of financial instruments

Financial assets and financial labilities are offset and the net amount is reported in the financial
stalements when there is & legally enforceacle nght to offsel the recognized amourts and the Bank
intends to settle either on a net basis ar realize the assels and settle the liabilities simuttaneously.

= T
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315 Employee benefits
Short-term bohefifs

Shor-tarm amployes benefit chligations are measured on an undiscounted basis and are expansed as
ihe related senvice i provided.

4. Use of critical accounting estimates and judgments

The Bank makes sstmates and assumptions that affect the reported amaunts of assets and liabiltiss
within the next financial year, Estimates and judgments are continually evaluated based on historical
axperience and cther factors, including expectations of future events that are believed to be reasonatle
under the circumstances. The resulting accounting estimates and judgments will, by definition. rarely
aqual the related actual results. The matenal estimates, assumptions and judgments used to measure
and classify the carrying amounts of agsets and liabilittes are cutlined below:

a) Impairment losses on financial asscts

The banks accounting framework considers both the provision prescribed under lacal 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 impairmant losses both under IFRS 2 and 1AS 3% across all categories of financial
assals requires judgment. in particular, the estimation of the amaunt and Sming of future cash flows and
collateral values when determining impairmant losses and the assessment of a signficant increase in

cradil nsk. These estimates are drnven by a number of factors, changes in which can result in differsrt
levels of allowances

The Bank's ECL calculations are oulputs of complex models with a numbsr of underlying assumptions
regarding the chaice of variable inputs and therr interdependencies. Elements of the ECL madels that are
considered accounting judgments and estimates include

= The Bank's eriteria far assessing if there has been a significant increase in credit risk ans
so allowances for financial assets should be measured on a LTECL basis and the
qualitative asssssment;

+  The Bank's intemal credit grading model

=  The segmentation of financial assets when thar ECL 8 assesszed an a collactive basis
Development of ECL modals, including the various formulas and the choice of inputs to
such modeals

+ Determination of asscciations betwesn macroeconomic scananos and, ecanomic inputs,
such as GOP grawth

«  Saelection of forward-locking macroaconomic scenarios and their probability weightings, ta
derive the ecenomic inputs inta the ECL modals

It has been the Hank's palicy to regularly review ts madals in the context of actual loss expensnos
and adjust when necassary

The Bank raviews Ioans to customer balances quarerly for possible impaimment and recards the

provision for possibla lean Iosses as per the Bank's policy and in accordance with DAB
regulations.

[y T
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b} Provision of income taxes

The Bank recognizes tax liability in accardance with the provisions of Incame Tax Law 2009, The
final tax liability is dependent on assessment by Ministry of Finance, Government of lslzmic
Republic of Afghanistan.

c) Useful life of property and equipment

The Bank reviews the useful Ife. depreciation methad and residual value of property and
equipment and intangible assets at each statement of financial position date. Any change in
aslimates may affect the carrying amaounts of the respective items of property and equipment and
intangible assets with a corresponding effect on the depreciation / amartizatian charge

o S
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s BANK ALFALAH LIMITED AFGHANISTAN

1 Decermber 3 Decermnber

2018 01T
Mate AFS ‘ood AFS "0oa*
CASH AND CASH EQUIVALEMNTS
Cagh in hand
Local zurmency 13,319 1815
Foreign surrency GG40F 11,530
5,728 TGS
Unrestricted balancas with [a Afghanistan Bank
ocal zurnency 513,704 e R T
Fomign surrency 0 B53,677
1,342,317 ALTZIE
Balansas with other banks and financial institutions
GLTarT aosaunkE £19 1,261,117 E47 535
Shoart term placemernts with banks
Capital nobes (maturey Iesa than thres wontaa) LY 1,608 050 bl I
Timg dapassilz wilh olle banks 23 56T ATd 5,333,588
T.ATE 224 '

Cemaral prowvizan held g2 =

10,651 456

Thesea repeesant balansas i noetn asscunls with wancas fnarcal insbbilions,

These raprasand invaalrects in ceailal nales issued by DAB o & malaity pericd af ane meath 031 Dacarger 21797,
ar momib) These capital noles corry imeres: raka ranging fom 0015% o 0.34% (21 Deoombar 2007 2135 16
1.68% 1 par annum

Tacse wamsent ovarmght ard fxed lem placements weh ranciai inssiutions oubsda Adghanisian up o @
fraxmumn pencd ab ona morih (37 Decemnber 2007 one marths) in WSO Garsicg imerest at rales ranging frem
2.18% fa 5.80% (21 Decambar 2017 1.3% s 2.15%: ner annnm

T Berid as palizy of mamaning general provigies a3 0% as 1% of pravisier 5 declared eplicnal an finzacial
arsels claszihed in slandard categary 85 per the revised "Assed Classification and Provizion Regulation® issuac by
AR, hoswesar, uncer IFRE & prewsion ter emgpecied cracit lsses an cash 10 2ash equivaents bas resaked in mi
amzual 31 Decambar 2017 Genaral pravizaan of 1% 0 assardance with *&ssed Class ficalion and Provisicaing
Heguiatiar' 22ued by DAL )

31 December 31 Dacainbar

2018 T 27
Mita AFS 000 AFS 'mO0
INVESTMEMTS - NET
fyailable for zala
Far=ign konds 6o . £y 75
Hedd to maturity
Farzigr. poncis 6.7 - B4 155
- 5,057 a1
Debt instrumants at fair value through
olhet comprehensivo ncome;
Firegn bards 6.1 43,03% =
Dabl ingdruments at amartizad cosi:
Frreign bards 6.2 750,905
703144 =
Frovetgicn or expecled credit nsses ¢ (2217 geqers gravisiar) 6.3 11 I =11

792,828 5041272
(g B = -



Zh BAMK ALFALAH LIMITED AFGHAMISTAN

M Desernbsor 31 Degeanbar

2015 20T
AFE 00 AFS I
E.1 Tha braakup of Faraign bards @ as *ollowe:
. Rahrg
Raling Fitfty

Oran Bag? Meody's BEE 105
The Islamic Rapabdic ol Pak stan Ga Fcody’s - Aty s
Thivd Fasssan Imerahcng Sukak Comasy B2 Muody's . SEZAAT3
Sawdi Brabia ot fcady's - 42 4151
Beu Dnabi Govarnmeal intarnatdiznal naz7 Pcody's - Sz 451
Cran Baa? Meady's 3 SRR
Indaresia Zavereigr Bonds (Sukuks) Bazd Meody's # 2ET 0
Soulk Alriza Scwerzign Bands (Suicks] Baal feady's = 2R, 141
Kazakhstan H3 Pady's . 277, 76RE
Fapuslic of likdonezia Gaw3 Woany's - 15,307
Hapunliz of Indonesa Saal Moary's = 177,148
Feputliz of & Larka H1 Mozss's - 147,512
Kirgdom of Jardan o1 Mon's - s Rl
Abu Dkan Gavnrrnent IneTahons ARZ Moacy's - 156,596
Rapuiliz of i Larka o1 Many's - 100,455
Kirgdom af Jardan E1 Mosuy's a 71,98E
CIman Baxd Monr's = A7 D5
Uniled Mexican Stabes A3 Mooeh's 43 039 43,450
Fapukiz of Indanes 5 Gual MaZEs - 35,0E

43,030 4 367,732

.17 The inberest rale o this fand 15 1 GE% (21 Decamaer 2017 1 598% Lo 8.255%) par annur, having malurity oo 8
Karch 2034,

b2 This regresents neastTan ok Islamic Reaukls of Fakistan anc Slale of Ozsar bands amzunbng 1o LS0 S millan
equivalen 1oAfs 3765 84D thausands gack (37 Dacenbar 2017, USD S million eguivalent o Afs 334 154 thousands
gach) Sarying inlerest rat= of L28% (3 Docemasr 2007 7.258%0 8l 2 25% {31 Decerae 2017 325%) per
arnu resgeslivaly,

.3 Impairment allowanca far InvesEmsnis

631 The lakble brlew shivws tha cradi qualty 8rd the masiram esposune o crect sk for calegeans pasad en tha
Bank's vreadil reting gracies ard year-ard staga cless toallon as 8l 31 Dacembar 2375 g 2007, mespactivey, The
BAN0UIE presanied are gross of impamenl alawarcas, Datalle of e Sank's alivg greades sos disclosar i nowe

B
_ H Desernber 2018
Stana 1 Stage 2 Sage 1 11 Decembaor
Callective Collective Collactive Tatal 2017

Internal Hating Grada AFS 00 AFE "0od AFS ‘DOl AFE Q00" &F5F 000"
Farfarming
|awaskmant Graca 416,578 = i 415,576 1011 305
Men-nugsiTant Grada 376, 6ER - - 376,565 3,200 006
MNon-gerfarming - = F b b
Total 73,144 = : 793,144 5,057 801

Prow=ion far nxpachss
credil losses - Jnohe B3 ) (3161 - . 1318 21630
Prows:on far Impaimant kxssas

as anr ATEH - ok 6.3.3) - . - - 26
Tatal 1318 - - 1315} [LEER
Hel balsnce 782,520 oo : 792,338 hO11 A7

B2 The gank hae polics of rmaintaining genera presicn al O% as 1% of proesion & daclared aptional on linansial

AsETs chaskiiedd M slandard calegory @ per lhe revised "Asser Slassdizaken and Proesar BRegulstizn” szuac oy
AnH. Bowaear, nndar IFRS 8, provision e axpeched credil losses on invesimarts nas resubnd she ighar prossicn

and s mpact wes twkar accordingy (31 Dacerber 2017, General poovsion of 1% e accodance wih “Asse
Cla== “wzalicn ann Pravisicaing Kaoolatar’ Esaed by DaB. |

e
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31 Decemnber 31 December

2018 2017
Hoig AFS 'D0or AF3 ‘000

LOANS AMD ADVAMCES TO BAMKS - NET
Fareign bills ciscountsd and purciased . SE B4l
Tarm kzan i 120,000 420,000

120,000 TOA B4R
Less: Provisen tor expected cradit losszs (2017 general provisionl 2 b, 28) .""'EE?'_'

117 664 2a8 502

Torm ican 18 sesed [ Foondation for Intarmnational Sommuniy Assstance (FINCAY Faving maturty of s mentis and
sarrying interest rele of ooe year capdal note cut olf rale slus 2%, floor 7.5% {31 December 2017 on2 vear capilal
note cut off rate plus 2% Moo 8% per annum This loen 8 secured against counter gurantes by Citsank

Allpweance for ECL § Impairment allowance lor leans and advances to banks

Tha table belvw shows tha cradit qualily aed the maximum exposdre o credit sk for catepones based on the Bank's
sredit reting grades @ year-end siage classification a5 at 31 December 2015 and 2017, respectively The arrounts
presantad sre gross ol impairment 3 lowences

1 December 2018

1 Docambser
Stage 1 Stage 2 Stage 3 2M7
Celleclive Callestive Collactiva Todal

Internal Rating Grade AFS DD AFS 000 AFS "G00 AFS 000 AFS 000
Parforming
Irvestmert Srade ' = i -
Mon-lrveskment Srade 120,000 - 3 120,000 5540
Hon-parforming = = - = i T
Total 120,000 i : 120,000 FOE B4R
Provigan for expeced

arest lnsses - nete 7 2.0 (2,336} X . (2,338) 13,562
Froaision for Irrsaimient losses

as per ACGPR - jnote 7 2 2 _ ; ¥ = : (3,50£)
Total (2,336) - - (2,236) 7 .0EE)
Net batance 117,664 I 117,664 ROR 502

The bar< has policy of maintaning general provision &l 0% as 1% of proviscn is declarss optional on firancis assets
classified in elandasd Satogony as per the revisod ‘Asset Classifcation and Provsion Regulaton” zsued by DA,
Fowever, undar IFRE B, provison for sxpected credi fosses on invesiments has resullea lhe: Highar provison s 4
IMpac: was taxen aczordingly (31 Decsrroer 2047 Genersl provigion of 1% in accordance wilh “Asset Clasaifcation
and Proviescning Regulstion” saued oy AR

SR
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7 BAMK ALFALAH LIMITED AFGHAMNISTAM

3 Decombar M December

e 2017
Note AFS 'DDD" AFS ‘000"
LOANS AND ADVANCES TO CLUSTOMERS - MET
Loars and advances 1o customers at amonized cost g1 1,530 1,437
IProwvigion For mxpocied credi lesses (2077 qonersl PrOWIEICIT) Lz 422 20
1,608 1,454

These balancas carry interest al she rate of 20% |31 December 2017 20%4) per annum. These ang fulky ==cured
EZain&l cish mangin

Allewance for ECL { lmpairment allowance for loans and advances to custormers

The lahle balow shows the cradis qualite arg e masifum aasung o crecd fsk lor calogories bases or the Bank's
cret raling grades and year-end slage classfication 83 31 31 December 2015 and 2017 respeciivaly. Tne amounts
prazantad e gross of impairment alkesan:os

3 December 2048

3 December
Siage 1 Stage 2 Staga 3 2047
Collective Collectiva Caollective Total
AFE 000’ AFS 'DDO° AFS 'non’ AFS "0 AFS 'DDOY
Internal Rating Grade
Perorming : : 2 = .
Itvvesiment Grade - . - - :
Mon-Inyastmant Gragcs 1,530 . - 1,530 1,4AR
MNon-pefarining 1,530 . £ 1,520 1.4AK
Total
Provision for exesclod
tredil igsses - (note B2 4! {22) 2 . e 1271
Froviscn for impairmen| bsses =
&5 per MCPR - nots 8.2 1) _ - . = e, o i
Tatal I {22} - - 221 e
Mat balance 1,508 - s 1,508 1,458

The bank ras policy of maintaiming gescral crovision al 0% as ©% of crovigion is declared ophanal en finarcial assets
claestied in slandard categary as per the revised *Asse Classifization and Peevision Reguiation” issue: by DAE.
Howeavar, under IFRE § prowision for expeciod cradit Iasses on investmeants has resulied tha ragner provision and s
mzact was teken acoardingly {27 December 2017 Ganaral provigion of 1% 10 Bccordance with "Aeset Classifoation
and Provisioning Regulalion” issoed by DAR S
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8. FROFERTY AMD EQUIPMENT

Eloctrical,
Leasehold F u rnitiere office and

i Tetal
Improvements & fixturas computer Wehicies e

equl pment
s = 44 - |Afs "000") —- ik i
Cost
Balanca at 1 January 2017 22,080 13,551 35129 Q72 83,535
Aedditicns - . 2445 - 2449
Disposals N - {2 dBE) (1,905 - 4,377
Balanca al 31 Decamber 2047 22099 11,123 35 554 e A1 508
Balance at 1 January 2018 22,095 11,123 38 664 3,722 B1.608
Additions o . 260 - 260
Balance at 31 December 2018 22,099 11121 38924 9722 B1.B6E
Depreciation
Balance 2t 1 January 2017 21154 10,5681 R 9722 T4 T2E
Chargea far the year and 435 2,820 - 3,704
Capreciation on digposals = 12484 fesd - [4. 35E)
Balance at 31 Dacemoer 2017 1 508 B 552 34,190 8722  T4.087
Balance at 1 January 2018 21,508 8,662 3d. 130 9,722 4,082
Charge for the year ) 3T 426 1,863 - 2,708
kB | y T 8722 TETET
Balance at 31 Decomber 2018 21,828 Elt!lﬂi ___ 36153 8722  78TETY
Carrying amounts
Baiance at 31 Jacembar 2017 &N 2ABT 4,474 - 7526
Balance at 31 Decomber 2018 274 2,034 2711 2 5081
Deprociation rabe 0 0% - 25% 25% 2550

81 Included in cost of property and equiprment are fully deprecaled assets stil in use having cost of Afs €2 418

thousands {31 December 2017 Afe 47 064 thousands).
=
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carrying amsaunl-ametimed cost:
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FPaat e butt nek inppaies’ foans _
Past duog b ex, impeineg leans 2rz thase Fo whoch contractus inlerest of 20cias peg s sy past due but 1 Bans ocikss epsinmen
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Varlabile rafa fngdrememls
Financlia) agsdels and Fabiltics at variabla infares! rates 2018 207
....... afs ‘000 cm—eeee-
| aanz ard acivencas 15 hanks 120,00 120,000
120,000 120,000

Caslh How sensitiviy analysis far variaia rate fnslnsments

A change of 120 bas 5 pairds inirferast rabes al the year end woukd wave increases § decoessd prof; gag lzss for
P yaar and squity oy A% 1,200 Bousands 22017 Als 1200 thoosards]. This analyeie assares lhat a1 alher
varaboas rerain censtanl.

Fixgd rate fnstiaamants 18 2017
[T o1 T i || 1 P

Finzrcial assors and Kaifes 2t fived Inlare s rxbes

Irvestimants 793,144 5,081 5451
L zans ard advaicas oo barks . alla R
|.zans and adveices 1o cuslomears 1,650 1,488
Drrasils fram cusiomens (128,734| TR R

455,840 2,826,025

Faxir value sensiftity ahalyels for fxed rale instramants

Tha Hans ooes nol acsourd far any fead rate Bnencial assels sl faic valus saroaon profl &4 ks acoount
tharalote & charge it inserest aies altha repoming fale would nol affact poodil and oBg scoount of lhe Dark

234  Currency risk

rl-'F'l'-'.Fgl'l Exﬂh?“;‘!ﬂ nEX arlses hom e qlll:llﬂl'il,‘.iﬂ 1n e valde al ingncipl i|1!'|-"|.II1'IEI'ItE. mrﬁ&ﬂhﬂl“ e eh= Ly iy fefa
in “orEgn gEcaange rales. Tha Bank manages this rsl by seding aad mansanrg deaker, curreazy ard counbar-
carly liits for on ard aff-palence sheat finarcial insiruments

fff-palancs shael fnancal instrumands ars coatracls wich are e asulent gutcome of te imparl ard axpart
Iranseclizng, Mareayver, counlepatas eater Iniz lorsard Iransaslicns 0 oinle~-bans makes: on bakalf of custamsrs

I coveruz trer pasitan against stgulaled risks. The Buy ard 56| FEneactons arn meichsd in wew ol e
Talartiay in the difeart pradalived e suckeis

The Banes sxposwre bo foreign currency nsk, sased on nolicay amzurs, is as Joloes:

afs ||  uso [ _Euro || oEP '

Tatal |
31 December X418 SR T [ 1 et S S
Fimancial assats
Cash an cash aquivalenls 2,325,874 3,231,752 S2.7ED a0 10.651.486
Invasimenks - 750,105 43,038 - T3, 143
Ledans ond advarcas 10 banse 120,000 - ’ = 120,000
Loans &g adwarans 1o custamars . 1,530 - . 1.530
Lher agaela M.512 4,108, 69% 574 . 1. 1&0.THS
2548306 10,002,088 138,392 L 12,746,244
a5 || uso | EurRo | oBP || Toml |
Financial l[eabiities
Dupasils frzm hanks i1 1] - . - Ean
Cupasils fram cusiomers g9, 0 10,038,149 153.717 hifle] 11,401,206
Dl linbiibes it 4,320 T Tag 12438
B1T,7AY  1D,042.468 153,717 1,035 11,015,004
Hat foralgn currency exposure 1,700,603 48817  (47.37%5) {655} 1,731,940
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30

31 Decembar :':ﬂ‘l".l'_
Financial aazate
Cash 271 zesh aquivakenls 4 BEE] FIT 4,B{E RG3 B3 153 3 3,952 500
Inwasments - & 2B 57k AR g - 5081 50
LRArs BNg advances io carks 20,000 EAE Bau - - FE BAR
_oans and advanoes 13 cushomars 1,459 - = 1,486
Olhe pegeis . 1,43 E7.557 _  294) - FiTEn

5081020 10800, 540 1001 5 VB 15 7IEEIY
Financtal llabilitics
Deposits fom banks ZU1E142 b 2 215 B4
Deposds Fom cuslomars 1 BOE 0570 11,433 BE4 206,530 30 15,445 W54
Ceher akililiss #8515 14 FfA o b 24 457

3830709 11461113 206530 1040 15438 182

Ml fareign curmancy expogure 1,260,311 {60, ETY} (104,335} {982) - 04 437

Sensitivity analysis ¢ foreign currancy tingncial assets and liabilities

A 1% strengthaning af te Alghani, as indicstad pelow, against tha S0, GBP, Eura at 31 Desembsr 2043 would
Tawn iNCredsed (decreased) equily and proflil or lzss by the amounts shown balow This Bnatyeis is based on
foregn currency exchangs rale variances that the Benk cansidered o e raasonatly pessitle 2t ths ard of the
regorling cerad The enafysi assumas that all oiber vanaties, in parficuiar interes! raies, rerair sonetarl.

uso [ Euro [ cEP ][ Total |
3 December 2018
Effact of 1% increase In exchange rato
Financial apaets
Cash ang cask agquivalents [BZ,31E) [928] - (53, 245)
Ireastmants {7, 501] (430 s [7.231)
Leans and Bdvarcss o banks . z : ]
Loars ang gdvances io cuskmers {18] - . (15}
Qilbar assets {11.087) (6) . (11,083
Lagses from financial sssets (100,921) (15384 - 1102, 385)
Financial liabilities
Deaesis Fom banks - -
Deposns Mom customars 1040, 384 1,537 3 101,821
Ceher batilnias 4% s B =0
Gains from financial Rabilities 10,424 1,837 10 101,871
Met-unrpalized gains on s ]
Targign currency (447] 17l 10 [314)

= -



26

26.2

31 Decombsar 2017

a0 BANK ALFALAH LIMITED AFGHAHISTAN

Efact of 1% increase in cxkchange rata

Financial assats

Caun and zash equivalants
Imvastmants
Laans and anvancas b3 banks

Lagne &9d acvancas ba customsrs

Cither ansabs
Lossas from linancial asseots

Financial liabilras
Csaposis from oanks

Depasns from cugbomers
Olbsar latilties

Gains from finansial lisbilitics

Hat-uirrealized gains on
fareign curmanicy

Related parbes

| WsD || Fura || @BP |[  Tatal
{48,188 {B31) ; (49, B30}
{50,260 {358) ; {50,549}
5,888 E ; {6 BB}
5] ' - 113}
N (78] |29) - To4
(105,005 (1,010 F 107,024}
28 R - 8
114,337 2,083 3 116,403
- 147 : H 154
114,512 2,083 W 116,586
AT 1,044 10 9,561

Tha @ara is a fully awned orench of Bark Afalah Limibed Pakistar Halsted parliss coOTansa AREcGated
unmerakings, maoily sharehalders  rabremenl benefit plans, drectars of tke Hosd Otfice af he Bark ard tha ey
reragemany porserae of the Bank ard lg Heas Office Tranzaclions wih key manacamen] perscrine! have baan
Camigt aut as perierms of ther employment | Details of ransactong and balarsess wilh ralatag pates ae as folows:

Transastars wih aller mlaed parias

Hamr o1 group companies
sAane Alkziah Limied Bahran

Bank adalgn Liriled - Pakistan

Matura af fransgclions

Intarest axpanga en Baroaing

Intarasl nccmes on ireres: Kate Swas

nbzrest reczivad on inleresl Rase Seap

‘nkarasl axpense an lmeres; [ale Swan

interas paig on Irteres: Rabe Swen

Faofil remilban 1o Heag O ics

Feimbursamant of Inaurance premivm g2ald o
Alfalah insuranes Campany Limitad

Transachions wilh key managament parscanel

12] Depastts fram related partins

Diepoaile al the begiening of e year
Depnsits recalved danng the year
Drapasils repaid ounrg tha per
Excharga st differancs

Depasits &1 the ard of the year

|61 Salaries and bareits

2018 7
st ATE DI e mnns
_ - 1]
3,622 14 150
_h 2201
4,802 7E, 243
= L]
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2,647 8,00
__@e 2017
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Capital Management

Fegatory Capital

Par Hanes sbieclives when managing cagial which & a broader coaceat than Bie equty an the face of salance
shexts arg:

1 o cornpey wilh the capetal requirgrants. gat by the DAR
iy e gafeguard the Bank's akiny t cortinue & a going cancer 5o 1hat © cen conlinge to be; and
iy e manlan & sireng capial bage b sugparl tie devalaprant of £ bapinass,

capllal soacaacy and the usa af regulatory caaila) are mantarad rgylarty by Ihs Bank's management aH mquires

SREN BEAK 10 ridiakain ils Tier 1 Geaital matlo 8nd Regulatary Capilal rat 1o ba 87 @eat 8 3% and 12 % respeciiealy
The Haris 15 migindainiag this ralicwell above 1ha requies kvel,

Iha fabs paki surnmanzes the campasiicn of the reguiaicry capiat ard reko of Iha Sar:

2018 2017
= A 0O e

Tier 1 [Core| Capital:
Tetal eiaky capital 1,731,651 1,401 5
Laga,
Resaiuahon sumlus 131 G051
Frodn for the year 109,557 224.034

1,331,068 1,718 A% 1
Tler I (Supplemenary} Caplial;
Geaeral reseraas a6 02 DAG s reaulabon. 207 resticked 5o 1.25% of katal

risk-anghtad axposure =
Feovaluahcn ragarss on bonds 145% o8 57,024
Prafil loe the waar _J8n.EET e
198,615 251,52

Tar 2 {Guapemersary) Caphal (reslicled 100% of Tier 1 (Coe) Cagital) % 390 &98 J81 .06
Regulatory Capitlal = Tier 1 + Tier 2 1,731,509 1 369,050
Risk-weight cateneriss
0% risk weighi-
URESN P Alghani anc fuly-convertibe forsign corensies 89,728 132 515
Direcl ciams an DuB 4.21408% 5989 TES
Tinal _ 4, 2R3B27 FHEaNE
0% riss-waighl tatal fabove foal x 0%) =
#0% risk woight:
Balarcas wih alber bariss 7,659,501 £, 683074
0% rist-weight toeal (above bolal = 20550 1,555,814 AR E1 S
50%, risk weight:
Cter assobs 83144 4,061, 561
S risd-weighl dotal (abowve bods @ 50555 306,572 2,530 346
100% risk waight:
All orher gaeels 30821 417,404
Lezs. Defarred tax assoks 3 L
Al ofhe: gssuts - ned JH,J_E_EL 417 424
100% risk-wrght fedal (akoes batal & 10006 3083 417,444

[ I .
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29,

Cradlt conversion factor

0% rAsk waight:

Gaaraniees

0%, cractt erwaralan Faclo: sctal (nsk-weignied tatal 5 0%
% ret-vaeighl tatal (abave 1e7al © Q%0

0% risk weight:
DEIE 5 TG
20% risk-wrght 1otal (showa tolal x 2054

0% risk wndrghvt:
Guararises
0% risk-wright 10tal (abowe ala x E0%)

100% risk weight:
Guarantags

100% cedil conversion fackar bl jrisk-seightad fodal x 190%

100% risk-wmght lofal abie takal ik 100%]
Todal rigk-weiphted assats

Tier 1 Capital Ratlo
Tier 1 zaptal 55 % of tatal risk-wroghtad gazals)

Regulatary Captal Ratia
(Fagulalosy capital a5 % of fetal rissweghben assels)

Ganaral

BANK ALFALAH LIMITED AFGHANISTAM

28 468 BHE 420
182,700 :
38,547 :
: 1,245,901
P B74,951
2,021,883  anp)Gan
REEEY  24.01%
HS.54%, S0.475

Carmesponmng ‘gures have bear reclazsfiad ! fa-an rangad wWEFEYET necassary ba facilcata comganisoo ir ha

Eresantalion in tha cuetenl yeas Howaees {hara & na material raclassifcatiae & e pTangrErnant o rapad.

The Nigures in thess fneaclsl slatements hava baen rounded af 1o 1ka raares? in thousancs in AEN

Data of authorization of financial statements

These financial slalements were suiharzed lar issas by te Gounlry Finance Maragar and Acliveg Caualry Managar

al the Bank an
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