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INDEPENDENT AUDITORS' REPORT TO THE BOARD OF SUPERVISORS

Opinion

We have audited the financial statements of The First MicroFinance Bank (the Bank), which comprise
the statement of financial position as at 31 December 2018 and statement of comprehensive income,
statement of cash flows and statement of changes in equity for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Bank as at 31 December 2018, and of s financial performance and [t5 cash flows for
the year then ended in accordance with the accounting framework as stated In note 2 to the financial
statements.

Basis for Opinion

We conducted our audit In accordance with International Standards on Auditing (15As). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financlal Statements section of our report. We are Iindependent of the Bank in accordance
with the ethical reguirements that are relevant to our audit of the financlal statements in Afghanistan,
and we have fulfilled our other ethical responsibllities In accordance with these requirements, We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

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

Management Is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting framework as stated In note 2 to the financial statements, and for
such Internal control as management determines is necessary to enable the preparation of financlal
statements that are free from material misstatement, whether due to fraud or error.,

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

Those charged with governance are responsible for overseeing the Bank's financial reporting process.
Auditer's Responsibliities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance Is a high level of assurance, but Is not a guarantee
that an audit conducted In accordance with I15As will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material If, individually or in
the aggregate, they could reasonably be expected to influence the economic decislons of users taken
on the basis of these financial statements.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks; and obtain audit
evidence that is sufficient and appropriate to provide a basls for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,

g5 fraud may involve colluslon, forgery, intentional omisslons, misrepresentations, or the
override of Internal control.

Obtain an understanding of Internal control relevant to the audit In order to design audit

procedures that are appropriate In the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Bank’s internal control.

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

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists refated to
events or conditions that may cast significant doubt on the Bank's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Qur conclusions are based on the audit evidence obtained
up to the date of our auditor's report. However, future events or conditions may cause the Bank
to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underiying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we Identify during our audit.
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Chartered Accountants

Audit Engagement Partner; Shabbir Yunus
Date: 2B March 2019

Kabul, Afghanistan



THE FIRST MICROFINANCE BANK

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

31 December 31 December

2018 2017

Mote (S [ "000) =meseaes
Assets
Cash and cash equivalents & 4 5B5 836 5,708,185
Flacamenis - nat T 843,540 3549 BT
Loans and advances to cusiomers - net 8 5,868,698 5,181,284
Operating fived assets B 98,625 77,155
Infangible assets 10 100,672 118,021
Other assats 1 846,948 963,907
Total Assels IE!"EEE‘E 12!545 421
Liabillities
Deposits from customers 12 7,665,484 7,577,081
Loans and Bbarrowings 13 2 566,785 2.751 586
Income tax payable 15,518 33,088
Deferred bax Babilities - nat 14 22,440 16,187
Cither labllitles 15 182,181 139,941
Total Llabilities 10,476,433 10.557 861
Equity
Shara capital 16 796,008 786,008
Share prémium 206,038 206038
Fetained eamings 1,020,140 883,523
Total equity 2,022,186 1,090,563
Total equity and liabilities 12,498,613 12,548,420
Contingencies and commitments 17

The annexed notes 1 to 33 form an integral part of these financial statements.
[ o
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THE FIRST MICROFINANCE BANK

STATEMEMT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMEER 2018

2018 207
Hote e -1 L [ v+ v TESEEE

Interest income 18 1,414,304 1,427 2B5
Interas! expenze 18 (195,079) (164,023}
Net interest income 1,219,225 1,263 446
Fee and commission income 20 80,347 81,538
Fea and commission expanse 21 {11,752} (10,508}
Net fee and commission Income 78,535 81.030
Income from dealing in foreign currencies 130,121 110,420
Revenug 1,427,941 1,454 B9E
Other income 22 a8 333 25 337
Impairment loss on loans and advances to customers 8.2 (128,203) (BB B24)
Impairment loss on placements B& 7T {2,683 {14}
General provision on;

Other assels 11 3,700 13,318}

Off-balance sheel items 15 - (77T
Personnel expenses 23 [634,054) (284,227)
Degpraciation and amorisation 8 &10 {59,598) {41,540
Penalties {9.875) [1,167)
Diher expansas 24 (523,314} [481,638)
Met oparating income 117,237 288,508
Mon-cperaling revenue and expenses;

Development grant income 15 1,450 10,345

Operating grant income 12,374 . '
Expenditure against grants 25 (13,824 [10,348)
Profit before tax 117.237 2BE,508
Income tax expense 28 (85,620) (57,370)
Met profit 31,617 231,138
Dther comprehbensive income = =
Total comprehensive income 31,617 231,138
Earnings per share 2T 0,36 262

The annexed notes 1 to 33 form an integral part of these financial statements.
= -
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THE FIRST MICROFINANCE BANK
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Share Retained
Share capital  premium earnings Total
{Afn in '000)

Balance at 01 January 2017 756,008 206,038 757,385 1,759,431
Total comprehensive income . - 231,138 231,138
Balance at 31 December ﬁ!? 786,008 206,038 D8E.523 1.580,565
Effect dus to adoption of IFRS 8 i . . z
Restated opening balance under IFRS 8 796,008 206,038 888,523 1,980,569
Tatal comprahensive income - - 3,817 31,817
Balance at 31 December 2018 796,008 206,038 1,020,140 2,022 186

The annexed notes 1 to 33 form an integral part of these financial statemenis
=
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THE FIRST MICROFINANCE BANK
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017
Note  ———— [Afn in "000) —-——-
Cash flows from operating aclivities
Profit before tax 117,237 288,508
Adjustments for,
Depreciation and amaortisation 8810 61,048 43,890
Impairmant [os% on leans and advances o cusiomers 8.2 128,203 68,624
Impairmant loss on placements B&T 2893 14
General provigion on
Other assets 11 (3,700} 3,318
Of-balance sheet itlems 15 . 77T
Gain on disposal of property and eguipment 22 (278 {142}
Grant income 235 {13,824 {10.348)
291,379 204 843
Changes in:
Increase in loans and advances to customers [BO5,517) {588, 562)
Increasa in other assels (28,341) {238,623)
Increass in dapesits from customers 92 413 1,386,418
Incraasa in other liabilities 42,240 10,342
{408.926) 953 418
Income lax paid (96,807} (10,867)
i Grant received 13,824 10,345
Met cash flows (used in) / from operating activities (482,009} B52 787
|
=:| Cash flows from investing activities
Purchase of propery and eguipment (65,563) [76.353)
Proceeds from disposal of property and equipment 675 165
Met invesiment i acemanis (446 665) 558 055
Met cash flows (used in) / from investing activities {511,653) 782 387
i Cash flows from financing activities
i
Procesds from lcans and borrowings 264,590 BG40 915
Reapayment of loans and borowings (469, 385] [315.0095)
Naot cash flows (used in) / from financing activities (204,787 325,820
Met (decrease) / increase in cash and cash equivalents {1.208,345) 2,050, 584
Cash and cash equivalenls at beginning of the year 5 708,185 3737201
Cash and cash equivalents at end of the year 4,569 ETE 3 5 75k 185
The annexed notes 1 1o 33 form an integral pan of these financial statemenis
L
Ilr'_.i
Actimg Chief Financial Officer Acting Chief Execulive Officer Chairman ——




THE FIRST MICROFINANCE BANK
MOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

. STATUS AND NATURE OF OPERATIONS

The First MicroFinance Bank (the Bank) was registerad with Afghanistan Investimenl Support Agency (AISA) in
Dacember 2003 and received formal banking license from Da Afghanistan Bank (DAB), the cantral bank of
Afghanistan, on 18 March 2004 to operate nationwide, The licensa of the Bank was renewed by Ministry of
Commerce and Industries on 01 May 2017 il 28 Aprl 2020, The Banpx iz a limited lisbdity company and is
incorparated and dorniciled in Afghanistan. Since commencement of cperations on 01 May 2004, the Bank has
bean operafing as the leading financial services provider in Afghanistan contributing to poverty alleviation and
economic development, through provision of sustainable financial services primarily tfargeted at the micro and
smafl businesses and househalds,

The registered office of the Bank is situated in Kabul, Afghanistan, The Bank has 3B (2017: 1B} branches in
operation including 17 (2017 17) urban branches and 21 (2017 21) rural [ pen urban branches in operation at
the vear end and amphoved 1,137 (2017: 1,113) slafl

BASIS OF PREPARATION AND MEASUREMENT

These financial statements have been prepared in accordance with International Financial Repering Standards
(IFRS) issued by the Intermational Accounting Standard Board, the Law of Banking in Afghanistan and othar
l@ws and regulations ssued by Da Afghanistan Bank, Whenever the requirement of the Law of Banking in
Afghanistan and other laws and regulations [ssued by Da Afghanistan Bank differs wilh tha requirements of the
IFRS, the requirement of the Law of Banking in Afghanistan and other [aws and reguiations issued by Da
Afghanistan Bank takes precedeance,

These financial statements have been preparsd using accrual basis of accounting under the historical cos!
canvention,

These financial statemeants comprise stalement of financial posiion, stalemeni of comprehensive income a3 a
single slalement, statement of changes in equity, statement of cash flows and the accompanying notes.

The preparation of financial statements in conformity with IFRS requires the use of cerain critical accounting
estimates. |t also requires management to exercise ifs judgment in the process of applying the Bank's
accounting policies. The areas inveolving a higher degree of judgment or complexity, or areas whers
assumplions and estimates are significant to the financial statements are disclosed in nofe 4

21 The Bank has adopted the following accounting standards, amendments and intespretations of IFRSs which
becamae effective for the current year,

Standard or Interpretation

- [FR& 2 - Bhare-based Payments — Classification and Measureament of Share-based Paymanis
Transactions (Amendments)

= |FRS 4 - Ingurance Confracis: Applying IFRE 8 Financial Instruments with IFRS 4 Insurance
Contracts — (Amendments)

- IFRS & - Financigl Instruments: Classification and Measurament

= IFRS 15 - Revenue fram Contracts with Customers

- IFRIC Interpretation 22 - Foreign Currency Transaclions and Advance Congideration
Improvements to Accounting Standards Issued by the IASB in December 2018

= |AS 28 - Invesiments in Associates and Joint Vantures: Clarilication that measuring investees al fair
value through profit or loss is an investment-by-investment choice

T
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The adoplion of the above amendments, improvements to accounting standards and interpretations did not
have any effect on the financial stalements except IFRS 8 as disclosed i note 5.1 fo the fnancial
statements.

7.2 Standards, interpretations and amendments to published approved accounting standards that
ara mot yet effective

The following standards. amendmenis and interprefafions with respect 1o the approved accounting
slandards would be effective from the dates menfioned there agaimsi.

Effective date
[accounting periods

Standards, Interpretations and Amendments beginning on or after)
- |[FRS 3 - Definltion of 8 Business (Amendments} January 01, 2020
= IFRE 8 - Prepayment Features with Negative Compensation January 01, 20145

{Amendments)
- IFR& 10 - Conscfidaied Financial Statemants and 145 28 Invesiment in

Agsociates and Joinl Venlures - Sale or Confribution of Assats betwesn

an Invesior and its Associate or Joint Venture (Amendment) Mol et finalized
- IFR3-16 - Leases Janwary 01, 2015
=IFR5 17 - Insuranca Caniracis January 01, 2021
= IFRIC 23 = Uncertainly over Income Tax Treaimenis January 01, 2019
= A5 1/ 1AS B - Dafinilion of Material (Amendments) Jangany (01, 20000
- A5 18 - Plan Amendment, Curtailmen! or Settlemant (Amendmants) January 01, 2019
- |AS 28 - Long-term Inferesls in Associates and Joint Veniures

(Amendmenis) January 01, 2018

The abowve siandards, amendments and inlerpretations are not expected io have any material Impac! on ihe
Bank's financial statements in 1he period of inilial applicalion except IFRS 16 for which the Banx is in the
process of esfimaling the impact on il financial statements,

In addition to ihe above standards and amendments, improvements (o vanous accounting standards have
also been issued by the IASHE in December 2017. Such improvements are generally affective for accounting
periods beginning on of alter M January 20159, The Bank expects that such improvemenis b the standards
will not have any material impact on the Bank’s financial statements in the period of initial application

3. FUNCTIONAL AND PRESENTATION CURRENCY

These financial slalements are presanied in Afghani A", which iz the Bank's functional currency. &l amounts
hawve been rounded 1o the nearest thousand unless ofherwise staled.

4, USE OF ESTIMATES AND JUDGMEMNTS

In preparing these financial stalements, management has made [udgmenis, eslimales and assumpbons  thal
affect the application of the Bank's sccounting policies and ihe reported amounts of asaets, lizbilities, incomea
and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions io eslimates are recognized
praspeciively. The areas involving a higher degree of jpdgment or complexily, or areas where assumplions and
estimates are significant to the financial statements are given below:

4.1 Provision of income taxes

The Bank recognizes fax liability in accordance with the provisions of Income Tax Law 2008, The final tax
ligbility Is deperdent on assessmeant by Ministry of Financa, Government of lslamic Republic of Alghanislan.

=1
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4.2 Useful life of property and equipment and intangible assels

The Bank reviews the useful life, depreciation method and residual value of property and equipment (fole
& 121 and intangible assets [note 5.13) al each stalement of financial posilion dale. Any change in estimales
may affect the carmying amounls of the respeclive Hems of property and equipment and intangible assals
wilh @ corresponding effect on the depreciation ! amortization charge,

4.3 |mpairment losses on financial Instruments

The banks accounting framework considers bolh the provigion prescrbed under local regulations in
Alghanistan and IFRS 8. Therefore, the Bank's level of provision for impairment against financial asset
congiders the requirements of both regimes,

The Bank's ECL calculalions are oulpuls of complex modelfs with a number of underlying assumplions
regarding the cholos of variabée inputs and their interdependencies. Elements of the ECL models that are
congsdered accounting judgments and estimates include;

= The Bank's criteria for assessing i there has been a significant increase i credd risk and so
allowances for financial assels should be measured on a LTECL basis and the qualitative

- Tha Bank's internal credit grading modal;
-  The segmentation of financial azsets when iheir ECL is assessed on & collective basis;

Develepment of ECL madels, incheding The varous formulas and The choice of inpuls fo such
miadeds,

Determination of associabons belween macfoaconomic scenarios and, ecohomic inputs, such as
GOP growth; and

- aeleclion of forward-locking macrogconomic scenarios and their probability weighlings, o denve
The economic inputs info The ECL madels

The Bank maintains 2 general provision of 4.58% on standard loans @ ine with bank's own provisioning
policy which is relatively higher than regulalory requirement

It has been the Bank's policy to regularly review its models in the coniext of actual loss experience and
edjust when necassary.

5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounfing policies adopted in preparabion of this financial siatements are consistent with thoze followed in
the preparation of the annual financial statements of te Bank for the year ended 31 December 2017 other than
a3 disclosed in note 5,1 below:

541 Adoption of IFRS 8 Financial Instruments

In these fnancial staterments, the Bank has applied IFRS 3 and IFRS TR, effective for annual pericds
beginning on of afier 01 January 2018, for the first fima.

511 IFRS 8 - Financial Instruments

IFRS 9 replaces |AS 33 for annual pedods on or after 01 January 2018 and upon adoplion of IFRS 5
Eank has nol reslated comparative information for 2047 for financial insfruments in the scopa of
IFRS 3, therefore, the comparalive information for 2017 is repored wnder 155 39 and is nob
comparable to the information presened for 2018,

5.1.1.1 Changes to classification and measurement

To determine thedir classification and measwement category, IFRS 8 reguires all financia!
asgels, excepl equily instirumenis and dervalives, 1o be assessed based on a combination
of ihe entiby's business model for managing the assels and the instruments’ contraciual cash
flow characierstics.
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The A5 39 measurement categories of financial assets {fair valve through profil or loss
{FVPL), available for sale (AFS), held-to-maturity and amortized cosl) have been replaced

oy
Debt instruments al amodized cosl;

Debt inu:rumamr- at fair value through other comprehansnse income (FYOCEH, with geins or
logses recycled bo profit or loss on de recognition;

Equity instruments at FVOCI, with no recycling of gains or Iosses profit or loss on
deracagnition; and

Financial assats FyPL,

The sccounting for financial habilies remains largely the same. as it was under 1AS 38,
excepl for the treaiment of gaine or losses arising from an anlity's own cradil nisk relating o
liabilities designated at FYPL. Such mowemsents are presanted in OC| with no subsegusnl
reclassification to the income statement.

The Bank's classification of its financial assels and liabilibies s explained in noles 56,14
and 56,2,

Under IFRS 9, the clessification is based on two criteria; the Bank's business model for
managing the asseis; and whathar ihe instruments’ contractual cash flows represant “salsly
paymenis of principal and interest on the prncipal amount culstanding (ihe "SPP| critarion’).
The new classificalion and measuremenl of the Bank's debl financial assets s “Debd
instrumants at amorbized cost” for inancial assets that are held wiihin a business model with
the objective to hold the financial assels in ordes b collec] conbraclual cash flows hal meei
the SPP criterlon,

The assessment of the Bank's pusiness models was mede as of the dale of inilal
apphcation. 01 Januasy 2018, and then appled retrospectively fo those financisl assets thal
ware nol derecognized before 01 January 2098, The assessment of whather confraciual
cash fiows on debt instrumenis are solely comprised of principal and interest was based on
the facts and dgroumsiances as at the initial recognition of the assels

As of 01 January 2018, the Bank did not have any deb instruments [hal did not meat the
SPPI criterion within #s hebd-to-maturity portfolio. As a resull of business model agsessment
the Bank concluded that the debt instruments currendly classified as HTM are held within ihe
business model of collecting cash flows and nol selling such instruments, therefore. it
alactad o classify all of these instruments a5 debt meimuments measured ai amorized cost

The Bank did not woluniarily designate any loans previously measured at amortized oogl as
financial assets measured a FYPL Loan and advances 1o cusiomens that were classifed a5
Leans and Receivables and measured at amortized cost under 1AS 39 are also measured at
amorizad cosl undar IFRS 5.

5.1.1.2 Changes to the impairment calculation

The adoplion of IFRS 8 has fundamentally changed lthe Bank's accounling far loan loss
impairments by replacing 1AS 3%'s incumed loss approach with a forward-looking expecied
credit loss (ECL) approach. IFRS 8 requires the Bank to record an allowancs for ECLS For all
loans and other debt financial assets not hekd at FVYPL, together with loan commitments and
financial guarantes confraciz, The allowance is based on fhe ECLS assochaled with the
probability of defautt in the next twelva months unless there has been a significant increase
in credil risk since origination. i the financial asset meels the definition of purchased or
originated credit impaired (POCI), the allowance is based on the change in the ECLS over
the life of the assal.

Detrils of the Bank's impasrment methcd are disclosad in note 5.6.4
=
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Uipon adoption of IFRS 9, the equity of the Bank has not been affecled as the provision held under
local regulations was higher than the provision determined under IFRS &

.12 |FRS TR
To reflect the differences Between IFRS 9, IAS 30 and IFRS T Financial Instruments

Disclosuras were updated and the Bank has adopled i, togeiher with IFRS 8, for the year baginning
01 January 2018, Detailed qualitalive and guantitative information aboul the ECL calculalions such
as the assumplions and inpuls used are sal oul bn note 30.1.1,

8.2 Forelgn currency

Transactions in foreign currencies are translaled into the functional currency of the Bank ab the spot
exchange raie ai the dates of the transachions,

Maonedary assels and liabiliies denominaled in foreign currencies at the reporing date are franslated indo
the functional currency al the spol exchange rale al thal date. Mon-monelary assels and liabillies
denominaled n foreign currencles Thal are measured 3l fair value are relransiated into the funclional
currency 81 the spot exchange rate at ihe dale that the falr value was determined. Nen-monetary assels and
liabilities thal are measured in terms of historical cosl in 8 foreign currency are translated using the
exchange raie af the date of the transaction,

Foreign currency differences arising on translation is recognized in profil or loss.
53 Interest

interest Income and expense are recognized in profd or loss wsing the effeciive inferest method, The
‘effective Interest rate’ is the rate that exactly discounts the estimated fulure cash payments and receipis
throwgh the expecied life of the financial assed or fiabity {or, where appropriate a shorer period) 16 the
carrying amount of the financial assel or liability, When calculating the effective interest rate, the Bank
estimates fudure cagh fows considering all confraciual terms of the financial insfrument, bl nod fubure credit
losses.

Imeres! income and expense presented in the statement of comprehensive mcome include nterest on
financial 2sgels and financial kabillies measured 2t amodized cost calculated an &n effective inlerest bagis

In accordance with the Asset Classification and Provisioning Regulation (ACFPR) issued by DAE, all interast
accrual is suspended on all interest-earning assels where the assel is classfied as doubtful of loss as per
the regulation. Howewver such assels are secured by collatersl and personal guarantees and in process of
coflection. When an assel iz placed on non-accrual stabus, all accrued unpaid inlerest is reversed

5.4 Fees and commission

Fees and commission income includes commission income on bank guarantses, accounl senvicing fees,
funds transfer fee and placement fee-are recognized as the relaled services arg performed.

Fes and commission expenses relates malnly fo the transactions services fee, which are expensed as the
BErvices are received.

8.5 Income tax

Imcome fax expenss comprises curmenl and deferrad tax. 1L is recognized in the profil of 055 excepd 1o the
extent that it refates lo ilems recognized direcily in equily or in ather comprehensive income

551 Currenttax

Current tax comprises the axpaciad lax payable o receivable on the texable income or kbss for the
vear and any adusiment to the fax payable or receivable in respect of previous years, [His measured
using tax rates enacted or substantively enacted at the reporting date. Current tax also inciudes any
tax arising from dividends.

Ly S
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552 Deferred tax

Deferred tax is recognized in respecl of lemporary differences belween the carrying amounts of
asseis and liabilities for financial reporting purposes and the amounis used for taxation purposes

Deferred tax assets are recognized for unused tax losses, unused tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will be avaiable
against which they can be used, Deferred iax assels are reviewed al @ach reporiing date and are
reduced io the axtent that il is no longer probable that the related tax benefit will be realized,

Unrecognized deferred lax assels are reassessed al each reporiing date and recognized to the
extenl thal it has become probable thal future taxable profits will be available against which (hey can
ba usad.

Deferred tax s measured al the tax rales thal are expected to be applied to the temposary
differences when they reverse, uging fax rates enacied or substantively enacted al ihe reporing
dals.

553 Taxexposures

In determining the amount of current and deferred tax, the Bank considers the impact of lax
exposuras, including whether additional taxes and interest may be due. This assessment relies on
eslimates and assumplions and may invohe 8 series of judgmenis aboul fulure evenis, Mew
information may become available thal causes the Bank to chamge Bs judgment regarding the
adequacy ol existing tax Habiliies; such as changes to fax Ezbilifies would impact fax expense in
ihe perod in which such a determination is madae.

56 Firancial instruments
58.1 Financial instruments - Initlal recognition
5.6.1.1 Date of recognition

Fimancial assets and liabilities, with the exception of loans and advances 10 cuslomers. ame
initially recognized on fhe frade dale, ie., the date thai the Bank becomes a party 1o iha
confraciual provislons of the instroment. This inchedes regular way trades: purchases or
sabes ol financial assets fhat require delivery of assels within the e frame genarally
established by regulation or convenbion in the markel place. Loans and advances 1o
customers are recognized when funds are transferred to lhe cuslomers” accounts.

E.8.1.2 Initial measurement of financial Instruments

The clazsification of financial ingtruments al initial resognition depends on her conlbractual
terms-and the business model for managing the ingiruments, Financial inglrements ang
initially maasured at their fair value, except in the case of financal assels and financial
liabilities recorded at FWPL, ransaction costs are added to, or subiracied from, this amount.
Trade receivables are measured al the transaction price. When 1ha fair value of financial
instruments ai inilial recognition differs from the fransaction price. the Bank acoounts for the
Day 1 profit or loss, as described behow,

5.6.1.3 Day 1 profit or loss

When the fransaction price of the instrement differs from the fair valee at origination and the
fair value i3 based on a wvalugtion iechmique using only inpuis observable in markeat
transactions, the Bank recognizes the difference between the transaclion price and fair
value in net trading income. In those cases where fair value is basad on models for which
same of the Inpuls are nat observable, the difference bebween the transaciion price and ihe
falr value is deferred and is only recognized in profit or oss when the inputs become
obeervable, or whan the instrument is derecognized,

=
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5.6.1.4 Measurement categories of financial assets and liabilities

From 01 January 2018, the Bank classifies all of its financial assets based on the Dusiness
maodel for manageng the asseis and the asset’s contrachual lerms, measured al gither

- Amorized cosl, as explained in note 5.6.2.1; and
« FWPL.

The Bank may designate financial instrumenis-at FVPL, if 5o doing efirminales or signifisantiy
reduces measurement of recagnition incongistencies, as explained in nole 5.6.2.3,

Before 01 January 2018, the Bank classified ils financial assels as loang and receivables
{amortized cost), held-to-malurity (amoriized cosl), as expladned in nole 5621,

Financial liakilites, ether than loan commitments and hinancial guarantees, are measured sl
amortized cost of al FVPL when they are hald for trading and dervalive instruments or the
fair value designation & applied, as explained in note 5.6.2.3.

5.6.2 Financial assets and liabiities
56.21 Loans and advances to Customers and plagements at amortized cost

Before 01 Jameary 2018 and Loans and advances {0 cusiomers, included non—dervative
financial assels wilh fixed or determinable payments thal were nol quoted in an active
market.

Fram 01 January 2018, the Bank only measures Loans and advances 1o customers and
other financial invesiments al amortized cost il both of the follswing condilions are mat

- The financial assel iz held within 8 business model with the ohjecive o held financial
Bssets in order to collect contractual cash flows,

= The contractual terms of the financial asset give rise on specified dales io cash flows
that are solely paymenis of principal and interest {SPPI} on the pancipal amount
outsianding,

The detsila of these conditians are aullined below:
Busziness model assessment

The Bank delermines #s buginess model al the level thal best reflecls how it manages
groups of financial asseis 1o achieve 1z business objective

The Bank's business model s nof asses=ed on an instrumeni-by-instrument basis, bid at &
higher levsl of aggregaled portfolios and is based on observable laclors such as

= How the peformance of the business model and the financial assels held within that
business model are evslualed and repored lo the enlily’s Eey managemen
parsonmnsl.

- The rigks that affeci the pedormance of the buginess model (and the financial assels
hedd within thal business model) and, in paricadar, the way those nsks are managed.

- -How managers of the business are compensated ifor example, whelher the
compensation is based on the fair value of the assele managed or on the contractual
cash flows collectad),

= The expected freguency, value and iiming of sales are also imporiand aspects of he
Bank's assessment.

L
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The business model assessment is based on reasonably expected scenarios withoul faking
‘worst case' or ‘stress case’ scenanios into account. If cash flows after initial recognilion are
realized in & way that is differenl from the Bank's criginal expectations, the Bank does nol
change the ciassification of the remaining financial assets held in thal business model, bul
incorporales such infarmation whan assessing newly ariginated or newly purchased financis|
assets going forward,

Tha SPPI test

Second stép of its classificabon process the Bank assesses the contractual ferms of
financial azzets | abilities toidentify whather they meel the PP Lesl

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at
iniial recognition and may change over the life of the financial assal (for example, i there
are repavments of orincipal or amordization of the premium/discount).

The most significant elemenis of inberest within a lending arrangement are iypically he
consideration for the Hme value of money and credil nsk. To make [he SPPI assassment,
thix Bank applies judgment and considers relevant facters such as the currency in which the
financial assel is denominated, and 1he period for wiich the interest rate is set,

In contrasl, contraciual terms that inlroduce 3 mose than minimum exposure 10 risks of
wedatility in the confraciual cash flows 1hat are unrelated 19 a basiz lending armangement do
not give rise to confraciual cash Nows that are solely payments of prncipal and inflerest on
the amound cutsianding. Im such ceses, the fingncisl aszet iz required 1o be measuned al
FVPL

5.6.2.2 Debt issued and other borrewed funds

Afler initial measuremeni, debt issued and other borrowed funds are subsegquently measursd
al amorized cost. Amorized cos! i calodeted by taking into’ agoount any discount of
premium on issue funds, and cosis thal are an indegral parl of the effective inleresl rale
(EIR), A compound finandal instrument which condains both a liability and an eguity
component is separated at the issue data.

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

Fingncial azsets and financial liakilities in this calagory are those thal are nol held for irading
and have been either designated by managemenl upon initial recognition or are mandatorily
required 1o be measured al fair value under IFRE 8. Management only designates an
instrument at FVPL upon initial recognition when one of the following criteria are met. Such
desigration is determingd on an inslrumant-by-instrumeni basis,

= The designation efiminates, or significanily reduces, the inconsistent treatment that
would alherwisa anse from measuring {he aseals or liabilifies or reooganizing gaing or
fosses on them on a diferent basis; or

= The liabilities (and azgetz until 01 January 2018 under 1AS 39) areé par of & group of
financial liabilities {or finencial assets, or both under |A5 39, which are managed
and 1heir performance evalualed on a fair value basis, in accordance with a3
documenied nsk managemenl o invesimant sirategy, or

- The l@bilities {and assels wuntil 01 January 2018 under A5 28) conlaming one or
more embedded dervatives, unless they do not significantly modify the cash Rows
ihal would otherwise be required by the contract, or it is clear with little or no analysis
when a similar instrument is firs] considered that separation of the embedded
dervativels) is prohibied

Financial assets and financial liabilities at FVPL are recorded in the stalement of financial
positbon at fair value. Changes in fair value are recorded in profit and loss with the exceplion
of mavements In fair value of labdlities designated at FVPL due 1o changes in [he Bank's
o credit risk. Such changes in fair value are recorded in the Own credid resemve through
31 and do not get recycled io the profi or loss, Interest earned or incurmed oa instruments
designated al FVPL is accreed in Interest income or inferes! expense, respeclively, using ha
EIR, taking into accourd any discount! pramium and gqualifying transadiion cosls being an
tntegral part of insirument. Interest earmed on assels mandatonily requined 1o be measured al
FWPL is recorded using confractual inierest rate
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£.8.3 Reclassification of financial assets and Habilities

5.6.4

From 01 January 2018, the Bank does nof reclassify its financial assels subsequenl Lo their inilial
recagnilicn, agar from ihe exceplional droumsiances in which the Bank acquwes, disposes of, o
lerminales a business fine. Financial liabilities are never reclassified. The Bank did nol reclassify
any of ils financial assels or liabilities in 2017,

Impairment of financial assets [Policy applicable from 01 January 2018}

E.6.4.1 Overview of the ECL principles

The adoption of IFRS 8 has fundamentally changed the Bank's loan loss impairmant method
by replacing 1AS 39's incurred loss approach with & forward-looking ECL approach, Equity
instruments are nat subjecd 1o impairment under IFRS 3

The ECL allowance is based on the credit losses expected 1o arlse over the lile of the asse!
iihe [fetime expecied credit loss or LTECL), unless there has been no skgnificant increase in
credit risk since orgination, in which case, the sllowance is based on the 12 monihs'
expecied credd boss [(12mECL) as cathned in nole 55423 The Bank's policies Ffor
deiermining if there has been a significant increase in credif rsk are sef oul in nole 56,5

The 12mECL is the porion of LTECLs that represent the ECLs ihat resull from defaull
evenls on a financial instrument that are possible wilhin the 12 months afler the repording
date.

Both LTECL: and 12mECLs are catculatad an either an individual basis or a colleciive basis
depending on the nature of the underying portfalio of financial instiruments

The Bank has eslablished a policy to perfarm an: assessment al the end of sach raporing
period of whather a financial instrumen{'s credit risk has increased significanty since inifial
recogniticn, by considering the change in the risk of default occurring over the remaining life
of thie fingncial ingirement, This is further explained in note 30.1.1

Based on the above process, the Bank groups its loans into Stage 1, Stage 2, Stage 3 and
POC, a5 descrbed beknw:

- Slage 1. When leans are first recognised, the Bank recognises an allowance based
on 12mECLs. Stage 1 loans also include facdiies whera the credii risk has improved
gnd the loan has been reclassiied fram Stage 2.

Blage 2, When a loan has shown a significant increase in credit rsk since
origination, ihe Bank records an allowance for the LTECLs. ‘Sfage 2 loans alzo
include faciiies, whers ke credid risk has improved and the loan has been
reclassifiad from Stage 3

- Stage 3 Loans considered credif-impaired. The Bank records an allowance {or the
LTECLs.

- POCI: Pwchased or originated credit impaired (POCH) assels are financial asasis
thal are chedit impaired on inilial recognition. POC] assals are recorded at fair value
al ariginal recognifion and interest income is subseguently recognized bassd on &
credit-adjusted EIR. ECLs are only recognized or released io the extent that there is
a subszequent change in the expected credit losses.

For financial assels for which the Bank has no reasonable expecialions of recovering either
the enfire oulstanding amount, or a proporion theresd, the gross carying amount of the
financial assel is reduced. This is considered a partial da-recognition of the financial asset

£.5.4.2 The calculation of ECLs

The Bank calculates ECLs based on a four probabily-weighted scanarios o measure the
sxpactad cash shorifaks, discounted @l an approximation to the EIR. A cash shorfall |s the
diffarence between the cash flows thal ere due to an entily in accordance with the conlract
gnd the cash flows thal the enlity expecis o receie,

— ;g
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The mechanics of the ECL calculations are outlined below and ihe key efements are, as
follows.

-PO  The Probability of Default s an estimate of the likelihood of defaull over a given fima
homzan. A defaull may only happen 81 a carain time over the assessed pariod, if the
facility has not been previcusly de recognized and is 54 in the poriafio, The concept
af PDg is further explained in note-30.1.1.

- EAD The Exposure al Defaull is an eslmale of the exposure af a fulure defaull dale,
taking into accounl expecied changes in ihe exposure after the reporing dale,
including repayments of principal and inferes!, whelher scheduled by contract or
otherwise, expected drawdowns on committed facildies, and acorued inberest from
migsed payments, The EAD is furiher explained in mote 30.1.1

-LGD The Loss Given Defaull s an estimate of the loss ansing in the case whera a default
~pocurs 8t a given time. It is besed on the difference belwesn the contraciual cash
flows due and those thal the lender would expect o receive, Including from [he
realizaltion of any colateral, ILis usvally expressed as o perceniage of the EAD. The
LD is further explained in note 30.1.1.

When estimating the ECLs, he Bank congiders threa scenanos (3 base case, an upsida,
downslde (average base ). When relevanl, the assessmen! of mulliple scenanios also
incorporates how defaulled koans are expecied 1o be recovered, including the probability that
tha laans will cura and the value of collaleral or the amount that might be received for s2lling
the asset.

The maximum parod for which the credid losses are delermined is the contractusl §ife of a
financial instrumeni unless the Bank has the legal right to call it earlier,

Loan commitments

When estimaling LTECLs for undrawn lean commilmends, the Bank eslimates the expecied
porion of the kan commimeant thal will be drawn down over its expected life. The ECL is
then based on the presant value of the expected shorfalls in cash Dows I the loan is drawnm
down, based on a probability-weighting of the three scenarios, The expected cash shorfalls
arg discountéd al an approximation 1o the expected EIR on {he loan. For revolving facilifies
tral nctude Both 4 lean and an undrawn commitment, ECLs are calculated and presented
together wilh the loan, For [oan commilments the ECL iz recognized within provisions, as
disclosed in nate 15.2 1o the financial staterments.

Financial guarantes confracts

The Bank eslimates ECL: based on the presenl value of the expecied payments fo
reimburge the holder for a credil koss thal i ingwrs, The shorfalls aré discounled by the rsk-
adjusted interes) rale relevant 1o the exposure. The calculation is made using & probatibily-
wisighting of tha thrae scenanos. The ECLs relaied fo financial guarantee contracts are
reconnized witfin provisions. as disclosed in note 152 1o the financial statements

5.6.4.3 Revolving facilities

For revahing facilities, the Bank does nod limit its exposure o credd lesses 1o the contrachial
notice period, bul, insiead calculates ECL over a period thet reflects the Bank's expectations
of the customer behavior, s likelihood of defaull and the Bank's future risk miligation
procadures, which could include reducing or cancefiing the facilites. Based on pasl
exparience and the Bank's axpactations, the pericd over which the Bank calculates ECLs for
thess products. is one vear,

The cngoing assessment of whether a significant increase in credil risk has oocurred 1of
revolving fachities Is similar o other lending products,

The calculation of ECLs, mchuding the asbimalion of the expected perod of exposure and
discount rate is made on 8 collectve basis for he lending producls. The collective
aszessments sre made separately for portfolios of faciliies with similar credit sk
characiesistics.

L T
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5.6.4.4 Forward looking information

In its ECL models, the Bank refies on a broad range of forward looking information &s
ecanomic inpuls, such as:

- GOP growih

- Unemployment rates
- Consumer price indices

5.6.5 Impairment provision under local regulations

Loans and advances to customers

The outsianding principal of the advances are dassified in accordance wilh the Assel Classification
end Provisioning Regulation izsued by DAB as follows:

I} Standard; These are logns and advances, which are paying n a current mannes and are
supported by sound net worlh and paying capability of the borroweer, In ferms of policy of the
Bank for more prudent approach, a general nisk based provision i3 mainiained in the books of
sccounis at the rate of 4.58% (2017: 4.96%) of value of such loans and advances. However, &3
per Asset Classification and Provisioning Regulation (ACPRE) issued by DAB, 1% oplional
provision can be maintained of value of such kbans and advances.

iy Watch: These are Isans and advances which are adequalely protected, bul are polentially
weak, All loang and advances where principal or interest payments arg past due by 31 o 60
days are clagsified as walch-ligl. Such advances conslilvie an unwarraried credit risk, but not fo
the point of requiring a classification o Substandard. A provigion is maintained in the books of
account @ 35 (2017 5%) of value of such loans and advances as required under ACPR ssued
by DAB.

iii} Substandard: These are loens and sdvances which are inadequetely profecied by current
gound nal warth and paying capacity of the bomower or by the colisteral, it any, supporiing it
Further, all microfinance ioans and advances which are pasl due by 61 to 50 days and olher
loans past due by &1 o0 120 days in case of for principal or interes? payments are classified as
"Substandard”. A provision is mainiained in the books of gocount @@ 25% of value of such loans
and advancas as per ACPR issued by DAB,

iw) Doubtful: These are loans and advances which can be classified as Subsiandard Bnd have
esdded characteristic that these weaknesses make colleclion or liguidation in full, on the basis of
curren cirsumstances and values, highly quesfionable and improbable. Further, all microfinance
loang and:-advances which are past due by 31 o 1B0 days and other bpans past due by 121 to
480 days for principal or inferes! paymenis are requined 1o be classified a5 "Doubtiul’ as per the
ACPR issued by DAB. A provision i3 maintainad in ihe books of scocount @ 50% of value of
such kaans and advances as per Bank's risk based approach.

v} Loss: These are lpans and advances which are nod collectible and or such litthe value that their
conlinuance as 8 bankable ssset Is not warranied, Further, all microfinance loans and advances
which are past due over 180 days and oiher lpans which are pasl due ower 4B0 days for
principal or inlarast payments are required to be classified 85 "Loss” as per the ACPH issuad by
CAB. Bank can mainfain kass assets in the books for a pericd of 12 months after which the loans
should be immediately wrilten off agains! provisions made

vi}] Rescheduled: Rescheduled loans and advances are fully provided as per provissoning podicy of
the bank and funding covenant requirements

Placements and other assets

The Bank has a policy of maintaining general provision on placemenls based on ihe review of the
portfofio, Bank also determing provision for expected credit losses under IFRS 8, the financial
slatements are incorporated with higher provigion impact resulling from the mentioned methods, a%
disclosed in note 6.3.3 and note 7.3 to the financial statements.

Qff-balance sheet item

The Bank has a policy of maintaining general provision on off-balance sheet items based on the
raview of the portfolio, Bank also determine provision for expesied credit losses under IFRS B the
financial slatements are incorporated with higher provision impact resulling from the menlioned
methods, a5 disciosed in note 15.2 1o lhe financial statemenls.

e
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5.8.8 |Impairment of financial assets (Policy applicable before 01 January Z018)

Loans and advances

The policy for making provision against Iban and advances was simdar o one disclosed in nole
56.5 above.

al Assets carried at amortized cost except for loans and advances o customers

The Bank assesses al each balance sheel date whether there is objeclive evidence thal a
financial asset or group of fnancial assels is impaired. A financial assel or & group of
financial assets is impaired and impairment lossas are incurréd only if there is an objective
evidence of impalrment as & result of one or more evenis thal occured after the nitial
recognition of the assel (3 'less event) and thal loss event [or events) has an impaci on the
estimated fulure cash flows of the financial asset or group of financial assats 1hal can be
reliably estimated.

The crileria thal the Bank uses fo delermine that thera s objeddive ewidence of an
impairment loss mciude:

- Delinquency in confractual paymenis of principel or interess;

- Cash flow difficulties experienced by the borrower {for example, equily rabio, net
IR plrceniage of salas);

- Braach of koan covenants or conditions,

- Initiation of banknuptcy proceedings;

- Deterioraton of the borrower's competitive position,

. Detericration in the value of collateral; and

. Cowngrading below invesiment grade level

The amount of Ioss is measured as the diferance bebween the assel’s carrying amount and
the present value of estimated future cash fows {excluding future credit losses that have nol
been incurred) discountad al the financial assel's original effeclive inferest rate. The carmying
amount of 1he assel is roduced through the use of an allewsnce account and the amount of
the loss is recognized in the income statement,

If, in a subsequent pariod, the emount of the impaiment loss decreases and the decrease
can be related objectively bo an eveni ocourring after the impairment was recognized (such
as and improvement in the deblor's credil rating), the previously recognized impairment loss
Iz reversed by adjusting the allowance account. The amount of reversal is recagnized in the
statement of comprehensive income in impairment charme for credit lossas

Financial liabilities
The Bank classifies its financial labilfies in fallowing calegories
aj Financial liabilities at fair value through profit or loss

Financial labilities a1 fair value hrough profit or Ioss are financial liabilities beld for trading. &
financial liabiity |5 classified in this calegory il incurred prncpally for he purpose of trading or
paymeni in the shor term. Derivatives (if any) are also categorized 25 hedd for frading undess they
are designaled as hedges,

b} Other financial lHabilities measured at amortized cost

Theze are non-dervalives financial liabililes wilh fied or determinable paymends that are not
quoled in an aclive markal. These are recognized initially af fair value. net of Iransactan costs
incurred and ane subsequently stated al amorized cosl; any differences between the proceeds (net
of transaclon cosls) and the redemplion valug 5 recognized In the incoms sialement

Fair value maasurement

When availabla, the Bank measures ihe fair value of an instrument usirg the quoted price i an: active
market for that instrument. & markel is regarded as active if transaclions for the assal or liabilily take piace
with sufficient frequency and volume. 1o provide pricing information onan ongaing basis,

=
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if there iz no guoted price inan ackive markel, then the Bank uses valuation techniques ihat maximizes the
wse of relevant cbservable inpuls and minimizes ihe use of unobservable inpul of all the factors thal market
participants would lake info account in pricing a transaction

The bast avidence of the fair value of a fingncial instrement at indial recognilion s pormally the irangaction
price - e, the fasr value of the consideration given or received. If the Bank delermines that the fair value at
initial recognition differs from the fransaction price and the fair value is evidenced neither by 3 Guoled price
in an actve marke! for an identical asset or liabildy nor besed on a valualion echrigue thal uses only dala
freem obsensable markets, the financial instrument is inilizlly measurad at fair value, sdjusted o defar the
difference between the fair value al initial recognition and the fransaction price. Subsaguenily, (hal
difference is recognized in profit and boss in an appropriate basis over the ife of the inglrument but no later
than when valuation is whally supporied by observable markal dala or transaciion 5 closad aul

if an assel of a kabilly measured al fair value has & bid price and an ask price, then e Bank measures
assets and long positions at & bid price and Habllifies and shor position at an ask price,

Portfolio of financial assets and financial liabilities thai are exposed to market risk and credd risk thal are
managed by the Bank on the basiz of the nel exposure o either markst risk or credit risk or measured on
the basis of a price thal would be received 1o sall a net long position [or paid to Fansfer a nel shord posibon)
for @ particular rigk exposure, Those porffolio-level adjusiments are allocated o the ndividieal assets and
liakilities on the basis of ihe relative risk adiustment of each of the individial instruments in ke portfalio,

The Bank recognizes iransfer babween levals of the fair value hierarchy as of the end of the reporiing perod
during which the change has occurrad,

59 Cash and cash equivalents

Cash and cash eguivalents include notes and coins on hand, unrestricted balances beld with central bank
and highly liquid financial assets with original malurities of 3 months or less from the date of acquistion thar
are subject o insignificant risk of changes in thae fair value, and are used by the Bank in the managemeni
of its short-term commitmenis.

Cash and cash equivalents are carried al amortized cost in the statement of linanoal position

510 Loans and advances

Loans and advances are non-derivative financial assets with fixed o determinable payments that are not
fueded in an active marked and that the Bank doss not infend 1o sl immediately or o lhe negr lgem, Loans
and advances 19 custorness are classifiad as loans and recevables,

Loans and advances are inilially messured ai fair valug plus incremental direcl ransaciion cosis, and
subgequently measurad al their amorized cost using the effective interest method

511 Investment securities

Investment securilies are inibially measured at fair value plus, in case of invesimen! securities nob Gl fad
value through profit or loss, incremantat direct transaction costs, and subsequently accounted for depending
on ihelr clagsification ag either held fo maturiiy, fair value through profil or loss or available-for-sale

£11.1 Held-to-maturity

Hald-to-maturity imwestments are non-dervative assets with figed or determinable paymenis and
fixed maturily that the Bank has the positive intent and ability 1o hold @l maturity, and which are noj
designated al fair valse through peofit or loss or a5 available-for-sale

Held-to-maturity imvesiments are carmed at amorlized cost using the effective interest method, less
any impairment losses. A sale or reclassificalion of 8 more than insignificant. amount of held-to-
miaturity investments would resill in the classification of all hebd-to-maturily investments as available.
for-zalks, and would prevent the Bank from classifying inveatment securdies as held-to-maturity for
the current and the folowing teo inancial vears. However, sales ard reclassificabons in any of the
following circumstances would not trigger a redlassdicalion;

=
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- sales of reclassificalions hal are so close 1o maturily that changes i e market rate of interest
wiould nol have a significant affecl on the linanckal aszel's fair value;

« sales or reciassifications after the Bank has collecied substanially all of the asset's onginal
principal, and

= gales or regiassificalions that is atiributable o non-recurring isolated events beyond 1he Bank's
gontral that could not have been reasonably anficipated.

512 Property and equipment
5121 Recognition and measurament

liems of propery and equipment are measured al cost less accumulaled depreciation and any
accumulated impalrmant Insses,

Purchased sofiware fhat is integral 1o-the funclionality of the relaled equipment is cepilalized as par
af that eguipmant,

If gignificant paris of an tem of propery or equipmeni have different usef lives, then they are
accounied for as separals items {major componants) of propery and egquipmeant

Any gain or koss of disposal of an item of propery and egquipment |5 recognized within other income
in prodit or loss.,

§.12.2 Subsequent costs

Subsequent expenditure & capltalized only when It i probabie that the future economic bensfits of
the sxpendilure will ficsy to the Bank. Cogoing repaits and maintenance are expenssd as incwired,

5123 Depreciation

Depreciation is caloulated to write off fhe cosl of lems of properly and equipment less thair
gstimated residual values usireg the straighl-line method over [heir eslimated useful ves, and is
recagnized in profil or loss. Leased assels are deprecialed owver the shorer of the lease lerms and
their useful lives unless it is reasonably certain thal the Bank will oblain cvnership by the end of the
lease larm, The eslimated usehul ves of significant ilems of propary and equipmen are as follows:

2018 20:7
Leasehold improvemeants & years Syears
Furniure and fitlings & years 5 VEaErs
Vehicles 5 years § years
Office equipments 4 years 4 years
Computer equipments 3 years 3 years

Depreciation methods, wseful ves and residueal values are reviewsd al sach reportag date and
adjusied if approgriaie.

£.13 Intangible assats

5.13.1 Software

Software acquired by he Bank i3 measured st cosl less accumulated amorbizalion and any
accumuiated impairment lossas.

Subseqguen! expenditure on software assels s capitalized only when il incréases the fulure
gconomic benefils embodied in the specific asset to which il relates. All other expendilures are
expensed a8 incwmed,

Software is amortized on a straighl-line basis in profit or loss over its estimated usedul life, from the
date an which il s avallable for use. The estimated useld life of software for the current and
comparalive periods s five vears.

_—
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Amaortization methods, useful Fves and residual values are reviewed at each repoding dGata and
gdjusted if appropnate.

E.14 Impairment of non-financial assets

At each repoding date, the Bank reviews the carrying amounls of the Bank's non-linancial assets [other

than deferred tax asseis) to determine whether there is any indication of impairmenl If any such indicalion
exigts, than the sssal's recoverable amount is estimated.

An impairment loss & recognized f the carying amount of an agsel excesds is recoverable amouwnt,

The ‘recoverable amounl’ of an asset is the greater of its value in wse and ils fair value less cosls o sl
‘Value in use' is based on the estimated future cash flows, discounted Lo thesr present valoe using a pre-lax
discount rate that reflects current marke! assessmenis of the ma value of monay and the rizks specific io
he assel

Impairmant [osses are recognized in profit or loss. An Impalrment loss is reversed anly 1o the extent thal the
assel's camying amount does nol exceed the carrying amount that would have been determined, nef of
depréeciation and amortization, if no impairment logs had been recoqnized

515 Deposits and borrowings

Deposits and borrowings are the Bank's sourcing of [an Minancing. Deposits and borrowings are indsally
rreasured al falr value mines Incremental drecl transaction cosats, and subsequently measured st their
amortized cost using the effective interest method, excepl wihere the Bank designates liakilities al fair vales
through profil or loss.

518 Provisions

A provision |s recognized if, a3 3 resull of 3 past event, the Bank has a presenl legal or constructive
obligation thal can be estimated reliabdy, and |t is probable thal an culllow of economic berafils will be
required 1o seitle the obligation

§.17 Financlal guarantees

Finandal guaraniees are conlracls thal require the Bank o make specified paymenis to reimburse ihe
hodder for @ loss 1 incurs because a speciied deblor fails 1o make paymeni when due in accordance wilh
the terms of 8 debt ingirument,

5.18 Earnings per share [EPS)

The Bank prezenis basic EPS data for s ordinary shares. EPS s calculated by dividing the prodit or loss
that is atiributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares
outstanding during the period.

5.18 Grants

Grants are recognized al their fair valug where (hera |5 ressonable assurance that the grant will be recened
and the Bank will comiply with all the required conditions

£.19.1 Revenue grants

Grants relating fo cosis are recognized as incorme over the period necessary to match these grants
with the retated costs that they are intended to compensale. Fixed obligation grants are recognized
when the right 1o receive the grant has been established on achievement of certaln milestones as
stated in the grant agreemenl.

5.19.2 Capital grants

Granis for property and equipment are racorded as deferred grants in the statement of financial
position and recognized as non-operaling incame on a syatematic basis over the useful e of assels

acquired from the grant.
L B
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31 December 31 December

2018 2017
Maoto esameses [BFE i 000D -
B, CASH AND CASH EQUIVALENTS
Cash on hand 336,842 325,292
Unresiricied halances with Da A'.fghanisun Bank 6.1 1,180,926 1,851,463
Balances with other banks 62 638,172 1,558 050
Shod term placamants with banks 6.2 2,424 B3E 2081 18D

4583836 _ 57eEiES
6.4 Unresiricted balances with Da Mfghanistan Bank

Lacal currency

Curreni accounts 16,248 279430

Crvernight deposit account 6.1.1 665,682 1,048 579
831,930 1,328,005

Foreign surrancy

Currant acoounis 6.1.2 357 ,0498 523 454

1,188.8348 1.851.453
B.1.1 This represanis inberes! bearing account camng mterest ol 01006 (2017 01050} par annem,
B.1.2 Thesa represent current sccounis with [ra Afghenisian Bank (DAB) i LSS0 end Eurg currences

6.2 Balances with other banks

Balancas with;

Hebiz Bank Limiled, Bruzsels - AqF 926G
Bank Alfalah Limied, Kabul 4 22 BOB
BMCE Bank Intermadional, Spain BZ0 480 Neove
AKTIF Barik, Turkey 17 BER TEE 240

621 638,172 1,855,050

6.21 Thase balances are inberesi free. The balances held with relaled partes amounled o Wil (2017 Aln 4583 026

thausends).
M Dacamber 31 Decembar
2018 2017
........ LA i DO} cennenns
6.3 Bhortlerm placements with banks
Capital notas 631 349,231 353 285
Tirme: deposils with othar banke - net B.3.2 2,074,545 1,861,331

2.4.24 BGE £061 330

831 These represent capital nobes issved by Da Afghanistan Bank having matudity of 07 1o 28 days (2077, OF days)
Thesa capital notes carmy interas! rates ranging fioem 0 151% te 0.340% (2017 0.140%) per annum

M December 31 December

2018 2017
......... (AT iR "D00] sessneins
61,2 Time deposits with other banks - nat

Diamand Trust Bank, Kenya 6324 1,068,115 1,044,300
Habib Bank Limitad, Brusseis G522 338,480 -
BMCE Bank Infernational, Spain 8323 451320 -
Habibaons Bank Limited, LIE 6.3.2.4 279,285 417 880
AKTIF Bank, Tukey - 208,980
Less: Ganeral provision held 623 {12.185] igd45)

Elﬂilﬁi 1 §E|-1 Et

8.3.2.1 These deposits heve malurily ranging from 27 1o 35 days (2047 1910 38 days) end carry interest rate of
2. 50% (2017 2.45%) per ennum. These bime deposits ar placed wih a related parly

6.3.2.2 These deposils have matunty ranging from 28 to 86 days {2017 Nil) and carry inlares! fate rénging from
2 20% b F 4A0% (2017; Nily per annum. Thees lime deposits are placed with a related party,
o I
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§.3.2.3 Thess deposks have maturty of 18 to-40 days (2017 Nl} and cary interest rade of 1.35% 1o 2.40% (2007
Kily per annum,

$.3.2.4 This depesit has malurlly of 37 days (2017 34 o 55 days) and cemnas interest rate of 1.70% (2087
1.38% o 1 38% Nil) per annum. This lime depasits = placed wilh & relalzd gany

.33 The provision for expecied cradil lpsses on placements &s per IFRS 5 amounted to Afn 44 thousands, which =
fowar than the one resulling from the requiremenis of Azsels Clagsificalion and Provisioning Regulation (ACFR)
issuad by DAB and Bank's provisioning policy, Accordingly, the Bank has maindained higher provisan

8.3.4 Impairment on short-lerm placemenis

6.3.4.1 IFRS & expecied cradit ket compuled on above placemants amounis to Ain 43 542 thousand as at 31
Cecember 2018, The provision under Assels Classification and Provisioning Regulation (ACPR) issusd
by DAB and Bank's provisipneng policy & higher than IFRS & ECL. tharsfore, the Bank hes maintainad the
higher provisian.

6.3.4.2 The table below shows the cradit gualty and ihe maximum exposure 10 credid rsk for catagones basad on
ihe Benk's credii reling grades and year-end siege classificetion as at 31 December 2018 and 2017,
respeciively. The amaunts presenbed are gress of mpasmen alowances

31 Decembar 31 December
2018 2T
{ain in "000)
Internal Rating Grade Staga 1 Stage 2 Stage 3 Total Total
Parforming
Invasiment Grada 2,207 856 - - 2,207,856 1,653,868
Mon - Investment Grade - 229,225 - 225,225 417,960
Mon = parfamag 0 - . = -
Total 2,207,658 220,298 - 2 AET 08T 20T 62
ECL Impact {14) [ET 3] E (44} (S5
Agddifions! regulatory
provision helkd - - - {12,141} {9 4BO)
(14} (30) - (12,185} {10 4410}
Net Total T 270,798 - 2434 B 2 BT SR
M Decembar 3 Decembar
2018 2017
Miols . [ v | s
7. PLACEMEMNTS - HET
Capial notes issued by DAR T 449,160 99 BTG
Time deposits with sther banks - net 7.2 394 BHI 299 591
M!ihﬂ 399 EE

71 Thesa mpresent capilal notes issued by DAB for matuniy period ranging from 81 to 184 daye (2017 871 days], Thesa
capital nobes carry interast rale ranging from 0.485% to O 810% (2017 0.4%%) par annum

31 December 31 December

2018 2017
Mote RUSRRRSR ¥ 8 | WU R o] p—
7.2 Time deposits with othar banks - nat
AKTIF Bank, Turkey 7.21 248 277 .
Habit Bank Limiled, Brusesis T2 150,440 203,021
Lass: Gengral provision hekd T.a [3,987) [3,050)
EEEEE E.EEH

7.2 This deposit hes meturity of 82 deys (2097: Nil) and carryintarest rale of 3.25% (2017 M) per annum

T.L.2 These deposits have maiurily of 91 o 160 days (2017; 91 to 182 days) and cany intemesi rele ranging fram 2.40%
{0 2.50% [2017: 1.50% b 1.55%) per annwm. These fime depossts ane placed with & relaled party

T3 General provisson of 1'?.1'..':2|;|1 T 1%) hadd on placsmenis abowve 30 days (2007 above 30 days), in accordance wilh
revizgad "Azgel Classification and Provisioning Reguiation [ACPRI™ Bsued by DAB
[
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T4 Impairmest on placements

T41 IFRS 8§ anpepied credil loss compuied on anpve placemanis amaunis ta Afn 11 341 (houssng &2 &0 37 Oecemiar J018. Tra prowisian
undar Axcels Classification and Provisioning Reguiston (ACPR) issued by DWE and Bank's provisnoning policy & hgnar than IFRE § ECL
therefore, the Bank has mainlaired (he bghar prosdsion

T4l The tahis beiow shoes Bhe credit quelty Bnd the masimim geposure o oredi sk for calegones based on (he Bark's credd raling grades
grd yagr-and sage ciassificalion as a1 31 Dacember 208 and 2017, réspeciivaly The amounls prasanied am gross of imoaeEn|

alkvwances.
1 Db mbar 31 Decembser
1R AT
{Adr I TO0)
Imlernal Rating Grade EI_IEH ﬁi [ Tabsl Toatal
Parformaing
Hiod yei cise 150,440 248,337 - m.ﬁﬁ? 03021
Non - pariarming . 4 . "
Tatsl TS0 T -
ECL impat . (RN - (11}
Additianal reguistony provision helo - - - 1,976 3, UEE]
- 111} : |3 56T} 43,030
ot Total 180,440 LU FELT B EI TSN
——a s T -
I December 31 December
2018 amT
Hide e (AT OO -
B. LOARSE AND ADVAMCES TO CUSTOMERS - MET
Laoans and advances (o customers B1 & 208, 154 5403 052
Less: Mlowanoe for impairment iass on loans and advances 10 Cusiomens B2 g-ﬂi'.ﬁélﬁt (301,754
—SgeneEs —E i
&1 Loans and advances 1o cusiomers
I Decamber 2018 M Decombar 2017
5 pairma arrying Grons Tmpairmeni Carrying
amound allowance amauni amaunk allowanoe amournl
Nide {&dm im 000
Microfinance loars 19 4030480 |38, T8 4,580,733 4 639 924 (235, 355) 4,304,329
Loars ta amiall and madum
Bu Anleiises (SME) 812 1,126,738 mﬂﬂ 1,044 100 HIE 252 2, 0EE) Tod 164
Crwerdmalt fnancing 213 SaB1sT (sl 233EE5 126876 (4085 153 181
: Eaeses e —gmess St D Sl

B34 Microlnance ipans carny imarast al mbas ranging from B9 19 279 (2017 123 o 27%) per eonum These Ioans Br =nourad by wanous
kind of properties and parsonal pUarEReEs

B.1.2 |mereal on inans io emall and medum siee enienises (SMES) is changed 8t lhe rales ranging o 663 m Z38 (2017 1635 w0 23%)
par arnum. Thase Ioans &g secuad oy varieus kind of propamias ani personal guarantass

8.1.3 Owverdrafi financing camy inberest raies rangrg bom 1% o 8% (2017 538% 1o 20%| per anrum Thess loans me secured by vangus
kind of propetins and personal guaramens. Owerrall 1S (ssusd 1o Telacom Bewgricpmagn| Company Afghanislan Limged (TOCA] a relaigd
party and 21 aother cusloman.

.14 Tha prowsion for expecied credit losses on Loans and Advarces as par IFRE 5 amounied to A 330,113 485 thousands, whch i§ ows
from e ane msuiing from tha requinements: af Aseais Cassiiicaion and Proviscnng Reguiason (ACPA] Issued oy DAB ang Bank's
pravsionng policy. Accordingly, tha Bank hars maintained higher prosisian

B.2 Allcwancs far impairment 108% on boans and advances 1o Suslomers

31 December 2078 31 Docember 2517
“EBpecific | Ganeral Yol Gpedific General Tatal
Hote {Adm I I
Dpening 36,814 264,845 304,768 67 711 23§ 544 204, 260
Charge for fhe year
Miszafinancs loans k 50, 550 13,784 104,743 412058 32 2 73,707
Loares b small ard mediim
SR @nlRrpnses 2044 | 15,417 23,481 {4 JER]| (437} [LA=5E]
53,002 25,201 128,203 N 12005 BE.E2
Wirmen off against impasrmend aliosance
Micnofnance loans (T8 - [T16) 30, T&3) [3A05] 1423511
Lmans jo small and medium {1,555] . 11,5500 .
Gl7a AnieprGes = . - {15 gao| . i 1B BE5]
539 i2275] =S 12 ¥7E) {57,711 i3 50 {51 318
Cosing —l2S, RS0, 420585, NG, . S5AlE 011G

B2 Thess répresent Toss' category knans which hawve been wiitlen off in accordancs wilh ihe-Assel Classdcation ard Praveionng Requaton
T DU R 1 T N (ESSRRS s idin, =W sani sl oWe-f the Bank's rinkF o reesdes Bel el fod IoWm CLETOMETS SN0 0OES Rt
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831 IFR3 5 axpecied cradit loss computed on above Loans and Advances fo Customens amoints jo A89,038,113,4355 &4 a1 31 Decembs
2048, The prowision under Assels Classifcation and Frovisoning Regulation (ACPR} #ausd by DAE and Bank's pravisoning poiiey i
nighes than IFRS & ECL, thensloee. the Bank has maintainad fhe higher provisian

The table beliow shows Iha credit qualily and 0 maximum exposure to credi gk far calegrsae based an the Bank & cradil g grada:
and yaar-end siage dassification as al 31 December 2018 ard 2017, respactivaly

31 Decomber 3018

31 Docombaer 3015

Internal Rating Grade " Srage 1 Blage 2 Etage J R
Collective  Collective  Collective ToH) v
{(AFn i 000
Parforming
Mal yol dug 6,043,518 1,602 - 6045 11T 527721
Faal dud bt nod impared 2847 B0,569 - 81816 54 _B03
Man-parforming - - 187, 761 167,761 160935
Tolal THEIET BETF : ; -
EGL Impact {188,217} {24,135) {157, TE4) [X38,113] (187 086
Addtional Provision hald 85 par Bank's provsioning poli . . - 8.5B3] (104 563
Kot Total T GBE0HE LERELR . F
Cilassifisation of laars amd sduancas faf he purpess of allewancs for impaimmend In accordancs wilk (he Bank's provisioring palicy and tha OA
fagel Clagsficaton end Provisioning Regulation is as folows:
Hrnian Impalrmant allowance Impairment sllowance
aulsianding requirad as par ACFR held Mismher of
I Dwcamber 2018 |&fn in ‘00O Rate [&Fa in O30 Rate [Afn in 000} CUBERMG TS
Classification - Microfinance Loans
Slanoe 4, 7E4,605 1% &7.Bas 4.55% 238,273 Bd.549
Oiyerdus:
Waich:Lis| 16,856 % GEE 5% B48 208
Subslardard 15,105 25%, 1,778 25% 3777 e
Doauliful 33,930 50% 16,965 507% 16,955 419
Logs 79,308 100% 78,308 100 79,308 BRET
Rescheduled S&8 163 565 100 56E T
=t 330,458 e LAE0E, A b s L
Clagsification - Overdrall and SME Loans
Standard - SME Loars 1,076, 55 1% 10,767 &, 38% 53620 532
Slandard - Dvordraf financing 225,803 1% 2,288 1.00% 2,257 1%
Chvardua:
Walch-List - SME bars 3,884 % 153 5% 183 3
Walch-Lisi - Overdraft fnancing B.0S55 5% A5 % 405 1
Subslamdard - SME loars 5,TAT 5% 1,837 25% 1437 3
Subsiandard - Ovardraft francing 5 5% 2 258 X |
Daubilul « SME iaans 26,080 S0t 13,045 50% 13,045 1z
Daoubtiul - Creardralt francing 5,158 0% 26249 0% 2525 1
Logs - 3ME laans 7,241 100% T.241 100% T.2a1 12
Raschaduled - SME loans 7433 100% T A3 SO0 (M EF )
365325 35105 57960 3K
Aimount impairmenl allowancs Impairmant allowance
outstanding requited &8 pir ACFR hadd Humiber ol
[&Fn In ‘00G) Rate [A&Fn in W0 Rate AN in DOD) CARIDITIRIR
31 Decomber 2097
Classificalion - Microlinante Loans
Standarmd A 505 480 1% 48, 05y 4 98% 224 373 B0.85L
COheerdus:
Watch-Lial 10814 5% 281 5% 34 171
Subslenderd EaiZ 25% 1,728 20% 1,728 O
Dounthd 15 528 B0% T.M86 505 TIRS 18E
Rescheduled 1,189 1005 1,185 1005 1150 20
4,533 534 ERETE P A
Classification - Overdraft and SME Loans
Sdandand - SME Loans 793,878 1% T.h359 & 5EY 30 538 S5
Standand - Dwecdeall Fmancing 103,250 1% 1,044 1 % 1440 |
Dardus
Walch-Lisi - SHE lbarns an % z 5% -
Walch-Lisl - Ovardraft fmancing 12417 5% BT 1 BTl
Substandard - SME bans g.912 25% 2.243 6% 23 !
Suhstandard - Ouverdralt fnancing 500 5% 2,478 255 2,378 :
Caibtful - SME loans B.132 S0% 1056 50 3063 L]
Reascheduled - SME loans 17343 100% 17742 Filege 17,242 2

s

)
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31 December 31 Docembar

2018 2017
Mole wmmmrmms [RITH [ O] omres e oy
9, OPERATING FIXED AESETS
Capilal work-inprogress - (campuier sollwars) a1 1,503 3813
Prapamny and aquipmant 52 Irigd 73243
38,625 7Li5H
9.4 Capital work-in-pragress - (compuater saftaans) {&fn in 0040,
Balance a5 al 31 Docembar 2016 102 554
Advancas made durag e year 29,974
Transles b inlangible asseds (23 A3
Balance a5 a1 31 Decembar 2017 3813
Advances made dunng the year 17,584
Transler to Intargible asseis e
Balance as ai 31 Decembar 2018 Z1505
52 Propery and sguipment
Laasahald Furnifure and Oftice Campuilir
Improwamenis filings Wehiclas gquipments  equipmenis Total
[&fn in 000}
Cast
Balance at 01 January 2047 44 416 31,787 23002 HD287 24,381 23T B53
Addifans 4,800 3808 2,168 7281 25530 A2 TEL
Diposals (37} (877} = [EEL (1,620 {3 450
Balance at 31 Decambar 2047 A58TH J4.518 oL - Y . | 1+ < B2 851 ZTT 148
Balancs at 01 January 2018 A8 ATY 34, 848 24 188 E6.832 2,351 ITT.48
Addikng T.230 T. 728 24 15,826 5,452 37087
Disposals {421 [BAS] - [6.424} {55084 [14.188)
Balance at 31 December 2018 ____ 55757 Alas —__BOIE ___SnEM __ BRma __ Jonons
Depreciation
Balance al 01 January 2017 a@.211 25913 13,287 51918 51,268 178587
Charge for the yaar 3464 2.707 2623 11,737 8248 Z0.7TE
Dispasals {8 |583) = 15281 11.640) (3 AET)
Balance a1 31 December 2017 J6.8.59 2L.IaT LEA bl BETET 5T BT 203906
Balance at 1 January 2018 35,830 27,757 15,910 E2, 727 ET.AT2 203,508
Changs Tor (he year 502 2,883 2,915 11,738 11,674 32,813
Disposals [342) {ETE) . [6,0:41 ] {B.507) [13.765)
Balance at 31 Decombar 2008 ____ 42009 LIS . JBEE __ §5423 52,033 222563
Carrying amaunts
Balance g1 31 Decamber 2017 3,505 25074 T
e e B B e a— 2 — S — 7
Bepreciation rata 2% 20% 20 e 2%
3 Degcambar 31 Docambar
Z014 2017
Mate el a1 [ [
9.3 Allocaltion of daprscialion
Depreclation charged far tha year 12,823 28,775
Less: Amour classified undér granl expenss Zh 11,8504 (2. 3500
31,373 FrE
10. INTANGIBLE ASSETS
Compuier softeara:
Cast
Cipsaning 153,783 2084
Acruisitions soffwane . 343
Transder from CWIP . 123600
Additicns CBS 10,876 BAN
Closing 154,529 183,753
Amortisation
Cpening (38 Ta2) [20ELT
Charge Tor the year soltware 184} 1188}
Gharge for she year CBS [14 5,
sy {63,957) (35735
Carrylng amounts at 31 Decembar 100,672 ihl:F e

[ g IS
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31 December 31 December

2018 2017
Hote wmemeees [EFT I 00D -
OTHER ASSETS
Restricled deposits with DAB 11.1 606,118 635,450
Interest recaivalble 271,182 263,382
Prapaymants _ 53,671 24 DAz
Receivable from Roshan agains! M-Palsa paymenis 5B, BEZ 33070
Aghvancas to staff 11.2 5815 3.802
Grant recenvable 2,317 -
Oithers 1,2E8 G450
BOT, 343 57 225
Less: Allowance for impairment [osses 11.3 {385) (3.318)
986 848 453 607
11.1 Restricted deposits with DAB
In local currency 187 882 178 252
In foreign currency 415,236 455 207
1M11 —  Bg 118~ Ba5 458

14.1.1 Reguired reserva account is being maintained with OAB which is denominated in respeciive cwrrencies o
meel minimum reserve requirement in accordance with Aricle 3 "Required Reserves Regulation” of tha
Banking Regulatons isswed by DAB. These balances are inferest free

11.2 These include advance ghven o stall against salary, business traveliing and others, These advances are nol
BECUTEd.

11.3 The provigion for expected credit kbeses as per IFRS 2 amaunted to Afn.3.54 thousands, which & lower from the
one resulting from the requirements of Assets Classification and Provisiorsng Regulation (ACER) issued by DAR
and Bank's provisioning policy. Accordingly, the Bank has maintained higher provision

3 December 3 December

2018 2017
Note  —seeee [Afn i "000) -
CEPOSITS FROM CUSTOMERS
Retail customers
Term depoaits 121 E2 BS54 16,031
Current deposis 660,512 B75 674
Saving deposits 12.2 2412415 2211172
Corporate customers
Term deposils 123 1,240,000 545,681
Current deposiis 3,083,758 3 BBD 425
Saving deposils 12.4 186,961 J3T 023
Cash Margin 42771 o4 232
Dormanl deposis 113 783
7,577,081

125 — T ERR 4R .
rere

12.1 The rate of interest on term deposits from relail customers ranges from 0.509% to 5% (2017 0.60% 1o 4.5%) par
annum.

122 The rate of interesl on saving deposils olher than those in Eure from retall customers is upto 0.5% (2017 upto
0.5%) per annum, Saving deposils in Euro are inferest free,

12.3 The rate of inlerest on lerm deposils wilh corporate customers ranges from 0.60% to 5% (2017 0.60% 10 4.5%)
per annum,

12.4 The rate of inlerest on saving deposits other than those in Euros from corporate customers is 0.6% (2017 0.5%)
per anmum. Saving deposits in Euro Bre interest free.

12,8 Deposits include Afn. 1,439,044 thousands (2017; Afn, 1,831,402 thousands) from related parlies
ey
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31 Decembar 31 Decemboer

2018 2017
Hote === (A0 in "000) —---—
LOAMNS AND BORROWINGS
Loans and borrowings from; )
Ministry of Finance, Government of Afghanistan 13.1 242,806 201 477
Microfinence Investment Suppan Facility for Afghanistan Limited 13.2 1,598,401 1,953,401
Mederlandse Finantderings-Maatschappij Vioor 13.3 341,708 349 TOB
&gricultural Development Fund 134 139,286 185,000
International Fund for Agricultural Developmant 135 264 598 =
E.EEgJH — ZIa1 a8
e ]
41 December 31 December
2018 2097
MHote ==eee | A im "0O0) ----—
Ministry of Finance, Government of Afghanistan
FMFB Cradid Line 1311 44 446 65,668
FMFEB Credit Line I 1312 198,360 224 808
T RLENG :

20 17ih Movember 2005, the Bank entered into-a fiinancing and profect agreement (FMFB Credit Line), for 15
years with 5 years grace pericd for principal repaymeni, with Kreditanstalt fur Wiederaufoau, Frankfurt am Main
(KA and the Ministry of Finance of ihe |skamic Republic of Afghanistan (MOF), The pwpose of the credil fine is
io suppon the development of the Bank through the expansion of its lending business. The tolal principdo of the
facility agresd was Ewro 3,500 thousand (equivalent Afn, 222,000 thausands) which was disbuwrged in 3 franches
amounting 1o Eurg 2,000 housands, Eurg 1,300 thousands and Eurg 200 thousands carnving financial charges al
the rate of 3.54% per annum, 3.53% per annum and 3.53% per annum, respectively. The franche of BEuro 2,000
thousands was pramaturely repaid on 28 December 2016, The above rales wore revised dunng 20015 1o 0.35%
pes annwm for Eurg 1,300 thousands ranche and 0.34% for Euro 200 thousands franche par annum based on the
change in the weighled average rate for the 5 lalest 28 days capital notes a5 auclioned by DAE, The loan is
repayable through 20 bl-annual instaliments, slariing from 171h Movember 2010

On 29th Detober 2008, the Bank entéred intd anolther financing and project agreament (FMFE Credit Ling (1), for
15 vears with & vears grace period for principal repayment, between the above parties, The purpose of the credif
lin2 is to suppor the developmerd of the Benk {hrough the expansion of ils l2nding business. The tolal principal of
the facility agreed was Euro 4,000 thousands [equivalent Afn.264 480 thousands) al an annual interes! rate of 5%
per annum payable in arrears which was revised to 8%. This laan & repayable Ihrough 20 bi-annual installments,
slarting Trom June 2018,

31 Dacember 31 December

2018 2017

Mot - - (AR In 00O} —----
Microfinance Investment Support Facility for Afghanistan Limited
MISEA 1 1321 285,000 475 000
MISFA I 1322 345,000 445 000
MISFA Il 1323 425,000 500,004
MISFARDN v 1324 244,194 A 154
MISFARPN W ig g; ao8 207 205207

% = 1 EEEAI T TEERAOT

The Bank entered into a novation and koan agreement (MISFA 1) wa agreement Mo MEB02 dated 3rd Oclober
2010 with Microfinance Investmen! Support Facility for Afghanistan Limited (MISFA) under which MISFA
consolidated all the loans provided to the Bank 1o an aggregate amouni of Afn 850,000 thousands for & period of
10 years with 5 years grace period for principal repayment. The purpese of the loan is to support and grow the
Bank's SME and Microfinance portfolio and activilies. This loan agreement carries interest al the rale of 5% per
annum effective from st July 2010, Loan is repayable (hrowgh 20 quaredy instaliments, slarfing from 1st
September 2015,

=
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13.2.2 The Bank gigned & further loan sgreement (MISFA 1T} via agresment Mo, M3102 dated 17ih June 2012 with

13.2.3

MISFA for an amound of Afn 500,000 thousands for & pariod of 10 years wilh 5 years grace period for principal
repayment. The total facility was disbursed in four tranches as per the terms of (ne aforementioned agreemant of
Afn 212,000 thousand, Afn 33,000 thousand, Afn. 100,000 thousand ard Afn 150,000 thousand on 19th June
2042, 20th Jume 2013, Sth-Augusi 2042 and 25th Movember 2012, respeclively, The purpose of the loan is 1o
grow the microfinance and SME loan portfolio of Bank. This loan agreement carmies inlergst rale of 6% per annum
effective from 30ih June 2012. The loan is repayable fhrough 20 guariedy installmenis, starting from 30th June
217, and was fully drawn on 25th November 2012,

The Bank signed a furiher loan agreement (MISFA (I} via agreement Mo. MB105 daled 20th March 2012 wilh
MISFA for an amount of Afn, 500000 thousands for & peniod of 10 yvears with & years grace period for principal
repayment. The total facility was disbursed in four franches as per the lerms of the aforementioned agreement of
Al 120,000 thousand, Afn 130,000 thousand, A 130,000 thousand and Afn 320,000 thousand on 2nd April
22, 4th May 2013, 28th June 2013 and Sth August 2013, respeciivaly. The purpose of the loan is o grow the
macrofinance and SME loan porifolis of Bank. This loan agreemen camees interest rate of 6% per annum effeclive
from 30th June 2013, The loan is repayable through 20 quaredy Installments, starfing from 3Gth Jure 2017, &nd
was fully drawn on Sth August 2043,

13.2.4 The Bank entered into a financing and project agreemant for & period of 10 years wilh & years grace period for

1328

133

134

135

13.6

principal repayment amounting for Ewo 7,750 thousend dated 185th December 2013 with Kredilansiall fur
Wiaderaulbau, Frankiurt am Main (KA, the islamic Republic of Afghanistan (IROA) represantad by the Minishoy
of Finance (MOF) and Microfinance Invastmenl Suppar Facility for Afghanisian Limited (MISFA) The lban was
dizsbursed In 2 tranches, as agreed in a separate agreamant dated 15th July 2014 belwesn the Bank and KW, on
17th March 2015 and 2Bth October 2017 of Euro 4,000 thousand {MISFAKMN IV and 3,750 thousand
(MISFARM V), respectively, carmying financial charges al (he rate of 8% perannum effecthee from 3151 March
2015, Bolh tranches are repayable [hrowgh 20 bl-annual installmenls, slating from 315t March 2020 and 3151
Decamber 2022, raspaclively’,

The total oulstanding loan faciElies from MISFA of Afno 1,598 401 fhousands are supporied by promissory notes
issued by tha Bank to MISFA. As a securly for these promissory noles the Bank has assigned all righis and
inferests in the whobe or such portion of the Bank's [oan porfolio as MISFA may select in its sole discrelbon wp o
the-amount of the loans sutstanding under [he loan agreamants,

On 25 July 2017, the Bank signed a ferm loan agreement for an amownl of USD: 5,000 thousand {equivalent 1o
Afn 341,708 thousand) with Mederlandse Financierings-Maaischappi] Voor Onbwikkelingslanden MY, [FMO) fora
period of 5 vears with 1 year grace period for principal repayment, The purpose of the loan is 1o extend SME and
mécrofinanos [oans o eligible borrowers, The said loan was disbursed on 151 Movamber 2017 having inferest rale
45 + ihe weighted average rale for the [3si fva 2B days capital notes as auctioned by Da Afghanistan Bank, This
loan 5 not secured,

A Byear credil line of Afn, 195,000 thousands was obiained from Agricultural Development Fund (ADF) through
Ministry of Agriculiural, Ifrigation and Livestock of Afghanistan [MAIL) under an agreamand signad on 2nd March
2016, Tha purpose of the facikly is to fund agri-lending and provide access 1o credit for clienfele in ggriculiural
valua chain. The credit lime carries an inferesi rate of 5% per annum, The loan s repaysble through & Bi-annual
ingtallmenis and the principal repayment has two years grace pericd with 15t installment due on Gth April 2078 Az
& securly for the loan, the Bank has assigned a valid second. prionty right in faves of Agriculiurg Developmen
Fund in respeci of Bank's loan portofio up 1o the amount of the lpans sutstanding under the loan agreement,

In September 2017, a 10 year term [oan with & vears grace pericd for pringipal repaymeni of U0 7,000 thousand
dizsbursable In tranches, the Bank entered inls 3 subsidiary loan agreement by Islamic Republbc of Afghanistan
with Ministry of Finance (MOF) through Minisiry of &griculiural, Irigation and Livesiock of Afghanisian [MAIL), The
first franche of the loan of WSD 3,500 thousand [equivalent io Afn 284 588 thousand) was disbursed on 2nd
Oclober 2018 carrying financial charges &t the rate of 0.5% per annum. Tha |oan is repayabla through & bi-annual
instaliments with 1st installment due an 15t Apel 2019 The loan is secured through a demand promissosy nole
and loan portfolio up to the principal of the loan.

The Bank has not had any default of principal or interest with respect 10 ds loans and borrawings duning the year
ended 31 Decambear 2018

L= -
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DEFERRED TAX LIABILITIES - MNET
Movement In deferred tax balances
Mat balance Recognisod Het balance
at 04 in profit or Deferrad Deferred tax at 31
January loss tax liability assot December
2018 {Afn in "000)
Progery and equipment (7,758} (58] (7,817} i7,817)
Intangibles {9,218) {8,718) {17, 536) - {17,838
Imgairment loss on placements - 3,234 - 3,234 3,234
Ganeral provision held on
Diher assels 684 {5B5) - T8 T8
Off-balance sheet fams 1585 {185} - = =
- (16167) (6,283 _(25783) 3313 ___ (25.440)
i
Properly and equipment {5, 298) {1,460) 7. 758} x (7. 758)
Intangitdes (58} 19,180 9,218) - (8,218)
General provision held on
Other asseis B G BEd
Off-balance sheet items - 1565 - 155 1685
—ii35E (5801} __(16076) Bl (161571
Reconciliation of effective tax rate
31 December 2018 31 Decembear 2017
Rate Afn im 00D Rabe Afncim "000
Profit before tax 117,237 288 507
Applicabls fax at 20% 20,00%: 23 447 20.00% 57,704
Inadmissible expenses 11.63% 13,628 3.15% 9,089
Depreciaton and loss on disposal
of fized ass=is and general provision AT.B3% {20,6T4] -B.6T%: {19231}
Effect of previously unrecognised La 5367% 62,926 5.89% -
Dreferred tax affect ' 5,35% [ s B 3.40% 9 BN
73.03% 85620 19.89% 57370
31 Decembar 31 Decembar
2018 2017
Mote S N N Lo 1 -
OTHER LIABILITIES
Accrued expenses £3,B06 44 271
Interest payabie TE.B10 52,004
Perfarmance bonus payabla 21,876 22,3659
Defarmed grants 15.1 B,207 0,480
Withholding taxes pavable T.B41 5,433
Crhar 1,841 4697
General provision held against off-balance sheet (tems 152 . i
N |7, |- b E— -} 1
Deferred grants MISFA AKF - USA KW Total
{afr in "000)
Nate 1511 1512 16813
2018
Balanca at 01 January 2018 1.644 4 4B9 3,357 5,450
Granis recaived during the year . - 167 167
Grand amortized during the year 1,644} . 1584 [1,450]
Balance at 31 December 2018 - 4,489 3,718 B 207
2017
Eakance at 01 January 2017 211 5,596 3,528 11,287
Grants received durng the year - T B.539 8,535
Grant amortized during the year {526) {1,108 (B.711) 110,345}
Batance at 31 Decembar 2017 164 4,450 3,387 5.450

L




29 THE FIRST MICROFINAMNCE BAM|

1511 This represents grant received from Microfinance Invesiment Support Facility for Alghanistan Limited

(MISFA} under an agresment signed dated 16 Awgust 2011 to strengthen the Bank's capacity in rural and
agricufiural financial products and servicas.

15.1.2 This includes grant received from Aga Khan Foundation (AKF) under an agreement signed dated 21 July

2014 to Strengthen Afghan Govemment and Altermnative Livelinood (SAGAL) through promoling alternative
crops to poppy cultivation and development of value chain financing in agricufture seciar,

15.1.3 This represents grant recelved from Kreddanstalt fur Wiederaufbau (KAW) undar an egreement signed dated

15.2

18,

16.1

7.

26 Octobar 2018 for establishment of "Wamean - only" branch in Kabul,

Represents Nil {2017: 1%) provision as required under Asset Classification and Prowissaning Regulation
Issued by DAB.

31 Decamber 31 December

20148 2017
e L LU v+
SHARE CAPITAL
Authorized
88,800 ordinary shares of US § 177 each
(2017; 88,800 of US 5 177) 800624 _  E00624
Paid up
88, 288 ordinary shares af US 5177 each
(2017, BB, 2BE of US 5 17T} ?EEIEH!B TEIE-IEIDB

The capital is contributed by the sharehaolders as follows:!

31 December 31 December 31 December 31 December

2018 2017 2018 2017

«== Mumber of shares -—- e (AT i DO0D) s
Aga Khan Agency for Microfinance (ARAM) 34,784 54,784 310,646 310 B4B
Freditansialt fur Wiederaufbau A 28,200 28,200 254,811 254 811
International Finance Corporation (IFC) 14,800 14,800 133,874 133,574
Aga Khan Foundafion USA [AKF LISA) 10,504 10,504 88 577 96 577

88,288 £8.288 786, 008 TO5 002

The holders of ordinary shares ere entitlied fo receive dividends as declared from time 1o fime, and are
entitled to one vole per share al meelings of the Bank.

31 December 31 December

2018 207
Mote semees {AF0 I OO0 —-mm
CONTINGEMNCIES AND COMMITMENTS
17.1 Contingencies
Cutstanding bank guaraniess 19,150 ==K

17.2 Commitments

Undrawn lcan and evardralt facilities 46,876 10,903
= B
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31 December 31 December

2018 2017
Mote e LA 0 OO0 e
18. INTEREST INCOME

Cash and cash equivalents 30,205 48,578
Placements 23,745 24 262
Loans and advancas lo cuslomars

Loans to small and medium size entarprises 214,157 203,750

Microfinance loans 1,125,518 1,141,086

Interest on overdraft facility 20,639 10,618

1,360,354 1,355,454

Cithers 175

= 1 ;
TA14304 = 1427388

18. INTEREST EXFPENSE

Deposits from cusiomers 51,243 25,178
Loans and borrowings 143,838 138,844
156,079 162 023

20, FEE AND COMMISSION INCOME

Loan processing faes &8 850 51,038
Bank charges relating to foreign remillances and other sanvices 21:;4!%? 20,500
5,538

"
e ———

21. FEE AND COMMISSION EXPENSE

Bank charges 11,752 9,139
Others - 1,389
11,75 U, a0

22. OTHER INCOME

Unrealkksed exchange gain 11,415 7,087
Receipts against claims 19,788 =

Loans and advances written off recovered 17,852 17,288
Gain on disposal of prapery and eguipment 278 142
Crihers - E40

23. PERSOMMNEL EXPENSES

Local staff 231 EB4BTT E22.747
Expat staff 23.2 77,504 74,412
642,181 BEG7, 150
Lass: Grant refated salaras and benefils 25 53,12?‘] 52.932:1
231 Local staff

Basic salary 398,673 32118

Other bensfits 166,004 150,628
r ' gi.‘,im' —
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31 December 31 Decembai

2018 2017
Note ~-===- (Afn in '000) -
232  Expatstaff
Basic salary 42 i
G 23.215 21 569

77,508 74,412

24, COTHER EXPENSES

Consultancy fee 4,202 16447
Dffice rant 64,027 44, 367
Communication 53,145 a2013
System maintenance 19,634 16,823
Generator fuel and maintenance 22,654 22,15
Insurance S0,458 agady
Legal, professional and stafuiory fes 17, BEG 20,850
Auditors' remunaration 24.1 2,828 2 BT
Office security 137,221 132,072
Office stationery and supplies 36,158 22817
Other oparaling expanses 8,953 T =85
Repairs and maintenance 4,178 5,304
Travel and fransportation 56,627 57,057
Director’s expenge 11,418 4,441
Trainings 14,259 10,253
Litilities 10,847 9975
Marketing and promolional expenses 11,038 8,542
Miscellaneous 3,704 4
529,314 481838
241 Auditors' remuneration
Annual audi fee 2123 =, 110
Intarim raview fea 705 255
2828, 283
25. EXPEMDITURE AGAINST GRANTS
Salanes and beneils 23 8,127 2.532
OHfice supplies £ 883
Seturity 1,588 1.433
Branding - G54
Consultancy fee 1,556 T4
Marketing 1,100 1,054
Depreciation and amarlization o 1.450 2350
Perdiem 22 .

13,824 10,345

26. INCOME TAX EXPENSE

Current tax
Far the yvear 16,411 47 664
Prior year 62,926 -
79,337 47 655
Deferred tax expense 14 8,283 8801
BEG20 57 370
27, EARNINGS PER SHARE
Basic earnings per share
Prafil for the year attributable to ordinary sharehoiders (Afn in 000} 31,617 2138
Weighted-average number of ordinary shares (numbers} BB, ZBE 88288
Basic eamnings per share (Afn in ‘000) 0.36 262

o S
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RELATED PARTIES

Related parties of the Bank comprize of associates (including entities having directors in common with ihe
Bank}, major share holders, directors and key management personnel,

Parent and ultimate controlling entity

Patlern of sharehokding In the Bank is disclosed in note 16.1. Aga Khan Development Metwork enfities
collectively owng 51% (2017 51%) of the Bank's capital

2018 K
Note e Lot L R
Transactions with key management personnel
Key management parsonnel compensation
Short term employee benefits 28211 71,268 £6 870

Compensation of the Bank's key managemeni pergonnel includes salaries and benefits.

Related party transactions
Directors and othar key

management personnel {and Shareholdsrs and its
close family members) agsociated companies
cember 41 December 31 December 31 December
2018 2017 2018 2017
Balances with relaled partios ssssssmmsEmEsmasERaes (AR N B00) sermrrmer s snmsnmas
Baiances with banks 2 . ; 452 526
Time deposits with banks e . LiBb.ery _ 1.7Eo B8l
Advances 846 _ 205 - =
Deposits from customers ; 3.218_ 1316 1435855 1780881
Cash Margin against guarantees issusd 2 - 3,189 40421
Loan to Telecom Development Company
Afghanistan Limited (TDCA) Z > ] q
Haéﬂluaﬂ:lu from Roshan against M-Falsa Lt e
payments sl . BE.BEZ 33,070
Directors and other key
management personnel {and Sharaholders and its
closa family members) associated companies
2018 3017 2018 3017
Transactlons with related parties esssssamaRewEarn = (AT I 'TO0} s srrerrrrrrrrr e

Interest income o - 31!9?1 A4 !1 T2
Fee and commission income F = r2rT B.254
Fee and commission expenss = 5622 2129

Interest expanse on deposits from cusiomers — %

The transactions were made on similar 1erms that would be applied in- arm's length tranzaction. Mo impaimesn
lasses have been recorded against balances outstanding during the period with key management personnal
and no specific allowance has bean made for impairment losses on balances with key managemant personne
and their immediate relatives at the reporting date. These balances are not secured and no guaraniees hawv
baen abtained,

o T
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29, FINANCIAL ASSETS AND LIABILITIES
Accounting classification of financial assets and financial liabilities and fair values

Fair value as the prica that would be received o sell an assel or paid to transfer a kabilty in an onderly transaction between market participants al the measuremeant
date.

Financial assets which are tradable in an open market are revalued al the market prices prevailing on the statement of financial position date. The estimated fair value
of all other financial assets and liabilities s considered nof significantly different from book values,

The table below sets out the Bank's classification of each class of financial azsets and liabiies, and their fair values,

Debt
investments at Cther Total carrying
amortized cosl amorlised cost amount Fair value
Mote {Afn in "000)

3 December 2018
Financial assets
Cash and cash equivalents B 4,589,836 = 4,589,835 4,589,836
Placements T B13,840 s 843,840 843,840
Loans and advances to customers & 5 868, 698 e 5,868,698 5 868,698
Oiher assets 1 = 936,074 936,074 936,074

— 11308974 936074 _ 12238448 _ 12238448
Financial liabilities
Deposits from customers 12 - 7,669,494 7,669,494 7,669,494
Loans and borrowings 13 . 2,586,799 2,586,799 2,586,799
Ciher liabilities 15 - 150,257 150,257 150,257
S 10.406,550 __10.406,550 _ 10,406,550
Financial assots
Cash and cash equivalents B 5,798,185 - 5,798,185 5,798 185
Flacamarnls 7 399 86T - 399 BT A95 BET
Loans and advancas o Cuslomears & 5.191 204 = 5 181 284 5,191 284
COther asseals 1 . 928,583 028,593 028 583

11
T B 335 BEE!EEE 12,317 9249 12317 9259
Deposits from cusiomears 12 - 7.577,081 7,677,081 7,577,081
Loans and borrowings 13 - 2,791,586 2,791 585 2,791,585
Other Eabilities 15 - 102,608 102 608 102,608
10.471.275. 10,471 275 10,471,275

The carying amounts approsimate fair values as most of the assets and labiliies have shont malurites and are expected to be recovered / seftted at their carrying
zmounts.

ES—
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30. FINANCIAL RISK MANAGEMENT

Thiz note presents information aboul the: Bank's exposura to financial risks, Bank's financial rigk managemant
and the Bank's management of capital The Bank has exposure fo the following risks from financial instrumeants:

&) credit nsk

b) liguidity rigk

¢} markat risks

d) operational and business risk

Risk management framework

The Bank's Board of Supervisors has overall responsibility for the establishment and oversight of the Bank's risk
managsment framework. The Board of Suparvisors has established the Bank's Asset and Lishility Cammities
(ALCQ), which is responsible for developing and monitoring Bank's risk management policies.

The Bank's Audit Commiltee oversess how management monitors compliance with the Bank's risk
management policies and procedures, and reviews the adequacy of the risk management framework in relation
to the nsks faced by the Bank. The Audit Committes is assisted in its oversighl role by Internal Audit. Internal
Audit undertakes both regular and ad hoc reviews of risk management controls and procedures

304

a0.1.1

Credit risk

Cradit risk is the risk of financial koss to the Bank if a cuslomer or counter party to a financal instrument
fails to mest ils contractual obligations, and arises principally from the Bank's loans and advances to
customers, For risk management reporing purposes, the Bank considers and consolidaies all slemenis
of credit risk exposure

Credit risk measurement
Impairment assessment under IFRS 9 (Policy applicable from 01 January 2018)
Definition of default and cure

The Bank considers a financial instrument defaulted and therefore Stage 3 {credit-impaired) for ECL
calculations in all cases when the borrower becomes 90 days pasl dus on ils contraclual payments. As g
part of & qualitative assessment of whether a customer is in default, the Bank alsc considers a variety of
instances that may indicate unlikeliness to pay. When such events accur, the Bank carefully considers
whather the event should result in treating the customer as defaulted and therefore assessed a5 Stage 3
for ECL calculations or whether Stage 2 is appropriate.

It is the Bank's policy to consider a financial instrument as ‘cured’ and therefore re-classified out of Slage
3 when none of the defaull criteria have been present for at least 3 consacutive months. The decision
whether to classify an asset as Stege 2 or Stage 1 once cured depends on the updatad cradit profile, at
the time of the cure, and whether this indicates there has bean a significant increase in credd risk
compared o Indial recognition. The Group is observing & probaticnary pericd of a minimum of 3
instalments (for repayments which are on a guarterly basis or shorder) and 12 months {in cases whera
instelmenis are on a longer frequency than quarerly) after the restructuring. before upgrading from
Stage 3t0 2.

Credit ratings and PD estimation process

PDz models of lending products are primarily driven by days past due. Estimaled historical realized
default rales are adjusied for IFRS 9 ECL calculalions o incorporate forward booking information and tha
IFRE 8 Slage classification of the exposure. This B repeated for each economic scenanos as
appropriate. For debt instruments in the Treasury portfolio, sxermal rating agency credil grades are
used. The PDs associated with each grade are determined based on realized default rates as published

by the raling agency.
- T,
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Estimated hislorical realized default rates are adjusted for IFRS & ECL cakculabons to incaroorals
forward looking information and the IFRS 8 Stage classification of the exposure. This is repeated for
each economic scenarios as appropriate. For debt securities in the Traasury portfolio, external rating
agency credi grades ara used. The PDs associated wilh each grade are determined based on realized
defaull rates as published by the rating agency

Exposure at default

The exposure at defaull (EAD) represents the gross carrying amount of the financial inslrumeants subject
o the impairment cakulaton, addrezsing bolh the cllent's abiity to increase i3 exposure while
approaching default and potential early repayments loo

The EADs are determined based on the expected payment profile, which vares by product type, For
amonizing products and bullél repayment leans, this is based on the contractual repaymants owed by
the borrower over the 12 months end fetime basis, This is also adjusted for any overpaymenis made by
the borrower, For revolving products, the EAD |z predicted by taking current drawn Balance and adding a
cradit conversion factar which allows for the expecied drawdown of the remaining limit by the tims of
defaul.

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

Loss given default

Bank calculates LGD rates-and these LGD rates take into account the EAD for historical poc of non-
performing loans in comparison fo the amount recovered or realised against such lsans, In determining
LGDs, the Bank considers all eligible collateral provided the collateral can be legally enforced, Due to the
complexities involved in the Afghanistan regarding collateral realization and lack of histerical expenence
o demonsirate recovenies through realization of collaterals, the Bank restricts the expected recoveries
{io be considerad in LGD computations] based on ils hislorical recovery experiences.

Significant ingrease in credit risk

The Bank continuously monitors all assets subject to ECLS: In order 1o determing whether an ingtrument
o 8 portfolio of Instruments s subject to 12mECL or LTECL, the Bank a&sasses whether there has bean
a gignificant increase in credi risk since nitial recognition. The Bank has established a policy 15 parform
an assessment, ai the end of each reporiing pericd, of whether g fingncial instrument’s credii risk has
increased significanily since Initial recognition. Significant increase in credit risk B measured by
comparing the risk of default estimeted &t originafion with the risk of default at reporting date, The Bank
also applies a secondary gqualitative mathod for triggerng a significant increase in credil fzk for an assel,
such as moving a customer [ facility to the watch list, or the sccount becoming forborne.

Measuring ECL

PD. EAD and LGD are multiplied together and adjusted for the likelincod of survival (e the exposure
has not prepaid or defaultted in earlier year) on annual basis. This effectively calculaies an ECL for each
future yaar, which is then discounted back io the reporting date and summead. The discount rate usad in
ECL computation is the original effective interast rate or an approximation thereof

Forward looking econamic information is also included in determining the 12 month and Metime ECL.
The Group has parformed hisloncal amalysis and identified key economic vanables impaciing credi risk
and ECL for each portfolio. These economic variables and their associated impact on PO, EAD and LGD
vary by financial instrument. Expert judgement has also been applied in this process, Forecast of these
economic variables (the "base economic scenaria”) are obiained from exlernal sources on @ quarterly
basis.

- S
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In addition to the base economic scenano, the management also estmate other possible scenanos
glong with scenarios weighting, The scenario weighting are defermined by an expert credil judgemeant
As with any economic forecasts, the projections and kefihoods of the occurranca are subject to a high
degree of inherent uncertainty and therefore the actual outcomes may be significantly different to those
projected. The Group considers these estimates of the possible outcomes, The Group has used base,
upside and downside scenarios for its ECL estimation,

Management of cradit risk

The Bank manages credd risk by limiting and contrelling concentrations of credd risk wherewar thay are
identified — in particular, to individual counferpariies and groups. The Bank struclures the levels of cradit
rigk it underiakes by placing limits on the amount of nisk accepted in relation fo one bomower or
counterparty. Such riske are mondtored on a revolving basis and subject to an annual or more frequeant
review, when considersd necessary, Exposure 1o credil risk 5 also managed through analysis of the
ability of borrowers and potential bormowers 10 meet interest and capital repayment oblgations at the time
of loan appraizal for inifsal and subsequent loans,

Regular audils of business unids and Bank's credit processes are underaken by Inlemal Audil.
Credit quality analysis

The table below se! oul information sbout the credit quality of the Bank's loans and advences lo
customers and the allowance for impairmentioss hald by the Bank agamgl those assels. The maximum
exposure 1o credit risk in respect of other financial assats and guarantees are equivalant to their carnying
amounis as disclosed in the respective notes.

31 December 31 December

2018 2017
Moke sesess (B0 iR "DO0) e
Maximum exposure to credit risk
Carmying amaunt A 5,868 608 5,191,284
At amaortised cost
Standard 6,087,102 5,403.315
Watch-list 28,915 24 2651
Substandard 20,852 25,384
Daubtiul 85,278 21,887
Loss 86,545 -
Reschedubed 7,658 18,431
Total gross amount 6,296 394 5.493.052
Allowance for impairmant (individual and callectiva) (427,6986) (301,768)
Met carrying amaunt 5,868,698 5,181,284
Loans with renegotiated terms
Gross carrying amount 7,698 18,431
Impairad amount 7,608 18,431
Allowance far impairment [7,698) {18.431)
Met carrying amount = z
Heither past due nor impaired
Standard (low fair risk) §,045116 5,105,879
5045 116 £.105.879
Individually impaired
Waich-fst 28,915 24,261
Substandard 20,852 25 384
Doubtful 65,278 21,561
Loss and rescheduled 94,247 18431
205 243 28 737
Allowance for impairment
Specific 133,548 35415
General 282 150 264 845

Total gllowance for impairmant

——da7.898 _ J01.75C,
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Impaired loans and advances
See acoouniing palicy - note 5.6.8.
The Bank regards a loan and advance as impaired in the following circumsiances:

= Themn i§ uhjecliﬁ gvidence Lhal a less event has occurred since initial recognition and the loss event
has an impact on future estimated cash fiows from the assel.

= A loan is overdue for 20 days or more,

A loan that has been renegoliated due to deterioration in the borrower's condilan is uswally considered
{o be impaired unless there is evidence that the risk of not receiving contractual cash flows has reduced
significantly and there are no ather indicator of impairmant.

Loans and advances that are past due but not impalred

Loans and advances ‘past due but not impaired' are thosa for which conlractual interast or princapal
payments are past due but the Bank balieves that Impairment is not appropriate on the basis af the level
of securily or collateral available andior the stage of collection of amount cwed 1o the Bank,

Balances with other banks

The Bank holds balances with central bank and other financial institutions amounting fo Afn.4,252 284
thousands at 31 December 2018 (2017: Afn, 5,471,893 thousands),

Collateral held and other credit enhancemeants

The Bank holds collateral and other credit enhancements againel ceran of 43 credi exposures. The
table below sets ouf the principal types of collateral held against differant types of financial assets

Percentage of exposure thal is

subject to collateral Frincipal type of collateral
reguirements heid
ber 31 December
2018 2017
Type of credit exposure
Loans and advances to customers
Microfinance loans 7380 78.23 Property
Microfinance loans 4.32 360 Fersongl guarantes
Microfinance koans - Group ioans ¥ . Monae
Cwer drafl 3.98 2.3 Propery
Loans to small and medium
size entarprisas (SME) 17.79 14.71 Property

Offsetting financial assets and financial liabilities

Mo financial assats and fnancial kabilities have been sel off dunng the yvear (2017 none)
=
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30.1.2 Concentration of credit risk
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The Bank monsors concentrations of credit risk by sector and geographic focadion.

Geographic sector

The following table breaks down the Bank's main credit exposure al their carrying amount, as categorised by geographical region as of 31 December 2018. For this table, the Bank
has allocated exposures {0 he regions based on the country of domicie of countesparties.

31 December 2018

Afghanistan
Unitad Kingdom
Balgium

Kenya
Turkey

Spain

3 December 2017

Afghanistan
Unibed Kingdom
Belgaum

Karya

Turkiy

SpEin

.- B

Cash and Loans and Total [on-  Contingencies
cash advances to Other balance and .
equivalents Placements  customers assets sheet) commitments Total
{ATm kn "000)

24 - 5,068,698 324169 8,192 891 19,150 8,212,041
228,931 ' : 390 227 321 - 227,31
336,986 148,936 - 1,853 48T, 775 - 48T, 775
‘Imlm 3 T 1.3“ 1.“3.3?-3 = IIlmm
17,668 245,744 : 1,907 785,319 265,319
1,069 543 - i 249 1,088,782 = 1,068,782
EIT'I 3|1EE _=ﬂm= EIEIEEB E‘EEE 5E|4?1 151E ﬂ.ﬂaﬁﬂ‘l
22 808 - 5191284 283 408 5,502 408 65, 75T 5,568,255
413 780 - - 224 414,009 = 414,009
4632 928 254,991 - 1,129 754 048 - 74,0485
1,040,721 - < 1280 1,042,001 = 1,042,001
562,130 = . 2090 S64,220 - BE4, 220
318,076 - - - 218,076 - 318,078
2230 441 295051 5.181.384 293 134 4. 004, 550 BH 757 5 071,607

—_— T
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Industry sector

The followang tabée breaks down the Bank's main credil exposure at their carrying amoun, as categorised by industry sector as of 31 December 2018

Banka Agriculture  Telecom Trade Dihers Total
Mote (AT in D00}
1 December 2018
Cash and cash equivalents g 2713137 = - - - 2,713,137
Placements 7 394,680 = - - - 394,680
Loang and advances to customers 8 - 1,490,752 B33BE  3.485BB7 BOB,ET1 5,868,698
Cther assets 11 - 5 56,852 2 273,104 329,956
Confingencies and commiments W - - 3,169 . 15,961 15,150
3107817 __ 1490752 _ 143423 _34858A7 __ 1.097.73
31 December 2017
Caeh and cash equivalents & 3,220,441 3 = 3,220,441
Placements T 269 004 - 3 - - 299,991
Loans and advances B 1,460,811 82,305 2 145 747 1,502 420 5,191,284
Cither assets 11 - 33,070 - 260,064 283,134
Contingencies and commitments 17 . = 35,823 = 30,934 55,707
3,520 432 1,450,811 151188 2 145747 1,763,418 9071.607_

impaired loans and advances
For details of impairment allowance for loans and advances 1o customers, see nole 8,

Liquidity risk

Liquidity risk’ is the risk that the Bank will encounter difficully In meeting obligations asscciated with ds financal liablities that are seltied by delivenng cash or another financial

L= T
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Management of liquidity risk

The Bank's Board of Supervisors sets the Bank's stralegy for managing higuidity risk and delegates responsibility for oversight of the implementation of this policy to ALCO. The
key elemants of the Bank's Bguidity stralegy are as follows

- Day-to-day fundding, managed by monitoring future cash flows by curency @nd business segment to ensure that requirements can be met, expressed through & maturity
mismatch approach within different fime bands on @ maturity ladder.

- Maintaining a portfolio of heghly marketable assels andior standby credit lines that can easily be bguidatedidrawn as protection against any unforeseen interruption to cash fow.
= Menitoring balance sheet liquidity ratios agarsi imernal and regulatory requiremeants.

- Managing the concentration &nd profile of deposd and debl maturities.

heonitoring and reporting take the form of cash flow measurement and propéctions by currency and business segment for the next day, week and month respectively, using the
maturity mismatch approach outlined above, &8 these are key perods for iquidity management. The starting pont for these propections i an analysis of the contractual maturity of
the financial liabildes and the expecled collechon date of th financial asseis. The Bank also monifors unmatched medsum-term assets, the leval and type of un-drawn kending
commitments. Sources of liqusdity are regularly reviewsd by the ALCO to maintain & wide diversification by currency, provider, product and term

Exposure to liguidity risk

The key measura used by the Bank for managing liquidity risk iz the ratio of net lousd a55615 (0 deposits from customers. For this purpose, 'net fiquid essets’ includes cash and
cash equivalents less any deposds from banks, debl secundies issued, oiher borrowings and commitments maturing within the next manth, Details of the repored Bank ratio of net
liguid assels 1o deposits rom cistomers al the reporing date and during the reporting period were a5 Follows:

3 December 31 Decermber

2018 2017
Al 31 December 58.67% 55.01%
HAoveraoa for the penod G0L35% HE.24%
Maximum for the period TE.61% 56.01%
Mirmum for the period 54.T2% 51.05%

L T
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Maturity analysis for financial liabilities

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

Gross
niaryinal
infiow) Less than 1 3 momths More than § Carrying
Hote [outflow) month 1-imonths tolyear  1-5years YEAars amouni
(aTR im 000

31 December 2018
Financial Habilities »
Deposits from Guslomens 12 {7,662,494)  ([5,581,856) (505,813)  (580,301) {1,524} & 7,669 494
Loans and bafrowings 13 (2,586,799 (97,5009 (192,408 (303,13} ii.m.uiﬁl {550,738) 2,586,799
Mher liabilites 15 (144, 457) (65,647) (78,8100 - - 150,257
Contingencias and commitmanis 7 [19,150) {14,899 (910) (1.B17) {1, _;_ 19,150

e AW —A10.419.900) __(6.799.502) ___(777.839) _ (B85.249) M:-@m_m

Financial liabilities

Deposits from customers 12 (T.577.081) (5.9653275) (515,344 (BB, 154) (10,197} 1111] 7.577.081
Loans and bormowindgs 13 (2,751, 566) = (72.500) (ATETI (1,798 467) {630,887 2,781,588
Crther liakalites 15 {102 6O8) . - (102,808) = - 102,608
Contingancies and commilments 7 {BE. 75T} (18 673) {B,105) (33,671} (10,197 {111} BG, 757

(10538037) _ (RDH1946) _ (5030an) (80D 165) (1B19.851) [580,105) 10533032

Thea amounis in he tabie above have bean compiled as follows

Type of financial Instrument Basis on which amounts are compiled

Won-gerivative financeal liabiites Undiscounted cash flows, which include estimated interest paymenis

Isssed financial guaraniee conlracts and unrecognised kean Earlies| possibie contractusi maturity For issued financial guarantee contracts, the maximum amount of the
commitmants quaranies is alocated o tha earliest period in which the guarantee could be calisd

The labie below sels oul the camying amounts of Ron-denvative inancial assats and financial iabilities expecied 1o be recovarad or satiled more than 12 months after the reporiing
date.

3 December 31 Decermber

2018 2097
MNite - [Afn |n 'D00) ==----
Fimancial assels
Loans and advances o cusiomeans B EEEEJM 3085057
Fimancial liabilities
Livarss and borrowings 13 1,993 762 2,339,354

-
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Market risk

Market risk iz the risk ihal changes in markel pices - such as interest rates and foreign exchange rabes - will affect the Bank's income or the valug of its boldings of financial

instrumenis, The objective of the Bank's markel risk management is lo manage and condiol market risk exposures within sccepiable parameters o ensure the Bank's sohvency
while optimising the return on risk.

Management of market risks

To manage and corfrof market risk a well defined limits structure is in place. These limils are reviewed, adjusted and approved periodically. Overall authority for market risk is

vested In Management Board of the Bank. The Management Board &5 responsible for the development of detailed risk management policies and day to day review of (heir
implementation,

Exposure to interest rate risk

The following table is a summary of the Bank's exposure to interest rate rigks. It includes the Bank's financial instruments &1 carrying amount, categorised by the earier of
coniractual repnsing or malunty dates

Intorest baaring
Interest rates  Less than 3 More than Mot interest Carrying
Mote {p-aj months -6 months  6-12 months 1-5 years 5 years Total bearing amount
{Afn i O0D)
3 December 2018
Financial aszets
Cash and cash equivalents B 0.10% to 2.50% 3,050,578 . = - - 3,090,578 1,499,258 4,500 B36
Placemenis 7 0.499% to 1.95% - 769,184 74,656 - - 843 840 - Bad B0
Loans and advanceas to
custamers 8 6.6% to 2T% 207,598 434,042 1,557 924 3,664,140 4,984 50868698 - 5,868,698
Other azsels 11 = - - - - - 935,074 936,074
Total financial asseals 3,208,176 1,203,226 1,632,580 3,664,140 4,954 9,803,118 2,435,332 12,238,448
Financial liabilities
Depogits from customers 12 0.5%: o 5% 3,203,993 7T1.367 506,970 . s 3,872,338 3,797 155 7,669,494
Loans and borrowings 13 0.34% to 6% 7. 500 192 406 03,1 1,403 024 520,738 2,586,789 - 2 585,799
Other lizbilites 18 - - - - - - 150,257 150,257
Toal femancal liabilies __ 3,391,483 263,773 B10,110 1,403 0@4 550,738 6,459 138 3,547 412 10,406,550
Total interast rale gap {83,317} 939,453 E22.4T0 2,261,116 _ (585744} 3,343 678 [1.512,0804

L B
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31 December 2017

Financial assets
Cash and cash equivalents B

Placementi T

Loans and edvances 1o
cusicmers B

Cther asseis 11

Total financial asaets

Financial liabilities

Deposils from customers 12

Loans and barrawings 13

Oithes [=abildies 15

Tatal Enanceal Labildies

Total interest rate gap

Interest rates
(p-a)

0.10% to 245%
1.50% to 1.55%

9.25% 1o I7%

0.5% to 4.5%
0.20% to B 2E%

43
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Interest bearing
Less than 3 More than Mot interest Carrying
months 36 months EB-12Zmonths  1-5 yoars 5 years Tatal beaaring amouni
{&fn in “DO0)
3,109,959 . - 3,108,855 2,688,278 5,708 185
2 237,803 162,064 300,857 399,867
223233 471,441 1,400,553 3.087 391 8666 5,191,284 - 5191.284
2 P % C: L - 28, 553 828,593
3,333,102 705244 1562617 3087 391 B66E 8,701,110 3616818 12317829
3,057 434 50,103 2,360 - - 3,108,817 4467 164 1507 081
72,500 177,232 202500 1,748 467 530,887 2,791,585 - 2751 585
: et - et 3 - 102,608 102,608
3,139,904 23T 335 204,880 1,788 467 530,857 5,501 S0 4 568 772 10471375
— 203,208 281908 1357737 1207924  (S31.20) 2799507 B32953) 18466

If the interest rate increases ! (decraases) by 100 bpa, the impact on prof o loss for the year would have bean &fn. 33 440 thousands (2047 Aln.2T 996 thousands) kowarlhigher

respectivaly.
Exposure to currency risk

The table below semmanses the Bank's axposure to foreign curency exchange rate risk Inchuded in the iable are the Bank's linancial instuments at

calegonsad by currency.

31 December 2018

Financial assets

Cash and cash sguvalants
Flacemants

Loans and advances o customens
Othis asseis

Tolal fmancisl assers

Fimancial liakilities
E}Epl}xils rom customesns
Loans and borrowings
Other labilifies

Tota enanciad liahilibes

Met pasition
[

carrying amounts,

Carrying
Mote AFM usD ELUR Total Oiivers amount
{AFn in “000)
| 1,424,759 2 500,854 664 223 4,589 836 4,583,838
) 449,160 394 BBO - 843,840 B43,840
i 5,441,085 427 613 - 5,868,698 - 5,868 698
11 501,820 367,092 67,162 936,074 836,074
T.816,824 3,680,239 731,385 12,238,448 - 12,238 448
12 3,247 807 3,6BT.TTI ¥33.814 T.669 494 T.669,494
13 2,586, 798 - - 2 588,799 2.5086, 799
16 126, 206 24,017 34 150,257 150, 257
5,960,812 3,711,730 TI3.B45 10,406,550 10,406,550
—LBSE912 ___ (21551)  (2463) _ 1.531.858 : 183169
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Carrying

AFM uspo EUR Total Others amoaisnt
31 December 2017 {Afn in )
Financial assets
Cash and cash equivalents o 1,978,266 3,085,544 ?E‘F,:!TE B ?EE 135 - 5,798 185
Placemeants 99676 288,991 = 90 857
Loans and advances to Cusiomers 2] 4 8305 5650 385 224 5, 151 2'3-\‘- - 5,191,284
(Jther assais 11 457 BE1 02 507 E-?.EH H528, 583 - 828 Sad
Tatal linancial asssts T.341.863 4,185,768 12, 31'." @28 - 12.317.929
Financial liabilities 4. h L
Deposits from customers 12 2884 415 4 037 Bas oy 5?'." 081 57T 081
Loans and borrowings 13 2,751 586 - - 2,781 586 2,791,568
Dther habiiles 15 8082 20, (s 23434 102 608 102,508
Tofal financial liakbilibes 5,755,087 4,057, 77 GoE 401 10474275 10,471,275
Nat position 1,568 7GR 128688 130700 | BaBG5d s 1,845 564
Sensitivity analysis

A AT strengthening of the Alghani, againgt the USD and Eurg 81 31 December 2018 would have increased [decreased) equity and profil of koss by the amounts shown balow,
This analysis i% based on foreign currency exchange rale varances that the Bank considered to be reasonably possible at the end of the reporting pericd. The analysis assumes
that all other variabies in particular interest rates, remaan constant

2018 207
T Equity Profil or Equity Frofit or loss
e G D00 -
RER — 2158 2185 (12509) _ (12.809)
Euro 248 246 (33,0800 (129801

& 10% weakening of the Alghs agaenst the above Curreéncies al 31 December 2018 would have had the egqual but oppesite effect on the abowe currences to the amounts shown
above, on the basis that all other vaniables reman constant

Operational and business risk

Operational risk % the risk of lose ansing from systems lailure, human ecror, fraud or axtarnal events. When conbrofs fail 1o operate effectively, operational nsks can cause damage
io reputation, have legal or reguisiory implications, or lead o financial loss. The Bank cannol exped o elimisate all operalional nsks, Bul i endeavours bo manage hese risks
through a cantral framework and by monitoring and responding o pelential nsks. Condrols o manage these neks through a conbrod framework and by monitonng and respondang to
poiential risks. Conbrals inchude effective segregetion of duties, Bcoess, authorisation and reconciliabon procedures, stall educaton and assesement processes, such as the use of
inbernal fudit

=
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20.5 Capital managemant
Regulatory capital
The Bank's regulator DAB zefs and moniors capital requirements for the Bank The capital adeguacy of the
Bank iz azsessed in two tiers as per regulations of the DAB. As of reporing date, DAE requires the Bank i
maintain financial capital of nol less than Afn 1 bifion, the Bank comples with this reqguirement keeping in vies

its share capital and share premium, and regulaiory capital to risk-weighted assef ratio of not lzss than 12
percent and a core [Tier 1) capital to nsk-weighted azset ratio of nol less than & percent

- Tier 1 or core capital, consisting of the highesi qually capial elemanis that fully meei all ihe essentia
characteristice of capital to ba 5% aof nsk weightad assels,

- Tier  or suppiementary capital, which includes oiher instruments which, 1o & vaning degree, fall shor of the
guality of Tier 1 capial, bul nonetheless contribute o the overall strength of 3 bank a8 a going concern

- Regulatory capital is the sum of Tier 1 and Tier 2 capital and Tier 2 capital cannot excesd the amount of Tier
1 capital.

The Bark's reguletory capital position at 31 December 2018 wazs a5 follows:

31 December 31 Decembaer

2018 2047

Regulatory Capital ——-{Afn in'DDO) ——
Tier 1 capital
Telal equity capital 2022186 1,980,568
Less iIMangible assets (100,672) (118,021}
Less: Profit for the yaar (31,617} (231,138}
Total tier 1 (core) capital 1,889 Ra7 1641410
Tier 2 (Supplementary) Capital:
General loss reserves on credits as per DAB's regulation,

but restrictad to 1.25% of total risk-weighted exposures a1,406 75,142
Add. Prafit for the year 31,617 231,138
Total tier 2 [supplementary] capital 123,023 06 ZB0
Tolal Regulatory capital = Tier 1 + Tier 2 2,012,920 1.847 BB
Risk-weighted assets
On-balance sheet
0% risk weight:
Cash in Alghani and fully-conveartible foreign currencias 336,842 328,282
Diract claims on DAB 2:595 135 2.886.787
Total 2,931,977 3,313,079
0% risk-weight total {above fotal x 0%) £ %
20% risk weight:
Balances with banks operating in category A countries 2,055,872 2. 488,011
Loans guaranteed by developmeningtitutions 1,192 252 FHT.7RE
Total 3,248,124 3,286,770
20% risk-weight total (above fofal x 209%%) 643 625 657 354
100% risk weaight:
All other assels 6,762,781 BA4BI3TT
Less: intangible assets {100,672) (118,021)
All other assels - net B.662.109 5,351,356
100% risk-waight tofal {above total x 100%) —rB82.109 _ 5.351356

| .
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Off-balance sheet
0% risk welght:
Guafantees issued

Lindrawn loan and overdraft facilities
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0% credit conversion factor total (risk-weighted tatal x 0%)

0% risk-weight total (above total x 0%)

20% risk weight:
Gugrantees issued

20% cradit conversion factor tolal (risk-weighted ofal x 20%)
20% risk-weight total {above total x 20%)

100% risk weight:
Guaranizes

100% credit conversion factor total (risk-weighted total x 1005}
100% risk-weight total (sbove tatal x 100%)

Total risk-welghted assets

Tier 1 Capital Ratio

{Tier 1 capital as % of tatal
risk-weighied assets)

Regulatory Capital Ratio

iRegulatory capital as % of total risk-weighted asseis)

CORRESPOMNDING FI.G-LIHEE

31 Decamber 31 December
2018 201T
emeees (AfTY 0 °000) ——-

48,876 10,803
18,150 o6, 757
3,830 13,351
I66 2670

7.312.500 5.011. 380

25.8% 27%

—tLE

32.4%

Comesponding figures have been re-arranged and re-classified, where necessary, for more appropriate

prasentation.

DATE OF AUTHORISATION FOR ISSUE

These financial statements were auihocized for ssue on

Supervisors of the Bank.

GENERAL

29 Woek 2015

by the Board of

Figures have been rounded off to the nearest thousand,

g

P

Acting Chief Financial Officer

v

B

Acting Chief Executive Officer

Chairman —
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